
Any person may speak for three (3) minutes on any agenda item; however, total public input per item is not to exceed 15 minutes, extended at the discretion of the 
City Council.  This rule does not apply to public hearings. Non-timed items may be taken up at any unspecified time. 

 CLOSED SESSION: 4:00 P.M. 
1. CONFERENCE WITH LABOR NEGOTIATOR (Gov. Code § 54957.6): Name 

of City Negotiator to Attend Closed Session:  Rick Haeg and 
Administrative Services Director Kelly Buendia; Employee Organization:  
All units. 

2. CONFERENCE WITH REAL PROPERTY NEGOTIATOR (Gov. Code § 
54956.8): Property Address: Utility Easement concerning 818 Lakeport 
Blvd, Lakeport (APN 025-472-05); Agency Negotiator: Margaret Silveira, 
City Manager; Negotiating Parties: City of Lakeport and Matt Riveras; 
Under Negotiation: Price and Terms of Payment 

I. CALL TO ORDER & ROLL CALL: 6:00 p.m. 

II. PLEDGE OF ALLEGIANCE:  
III. ACCEPTANCE OF AGENDA: Move to accept agenda as posted, or move to add or delete items. 

  Urgency Items: To add item, Council is required to make a majority decision that an urgency 
exists (as defined in the Brown Act) and a 2/3rds determination that the need to 
take action arose subsequent to the Agenda being posted. 

IV. CONSENT AGENDA: The following Consent Agenda items are expected to be routine and noncontroversial.  They will be acted upon by 
the Council at one time without any discussion.  Any Council Member may request that any item be removed from 
the Consent Agenda for discussion under the regular Agenda.  Removed items will be considered following the 
Consent Calendar portion of this agenda. 

 A. Ordinances: Waive reading except by title, of any ordinances under consideration at this 
meeting for either introduction or passage per Government Code Section 36934. 

 B. Minutes: Approve minutes of the special City Council meeting of April 25, 2016 and the 
regular City Council meeting of May 3, 2016. 

 C. Warrants: Approve the warrant register of May 11, 2016. 

 D. Application 2016-014: Approve Application No. 2016-014 with staff recommendations for the Lake 
County Chamber of Commerce for the following events:  Annual Memorial Day 
Parade (May 28, 2016); Oktoberfest (October 1, 2016). 

 E. Application WP-2016-002 Approve Application 2016-002 with staff recommendations for the annual Grillin’ 
on the Green fundraiser to be held at Westside Park (August 6, 2016). 

 F. Lakeport Main Street Association: Approve the proposed 2015-2017 MOU between the City and the Lakeport Main 
Street Association (LMSA), and receive and file the 2014/2015 LMSA Annual 
Report. 

 G. Employment Contract: Approve employment contract with Margaret Silveira for City Manager services. 

V. PUBLIC PRESENTATIONS/REQUESTS:  

 A. Citizen Input: Any person may speak for 3 minutes about any subject within the authority of the City Council, provided that the 
subject is not already on tonight’s agenda.  Persons wishing to address the City Council are required to complete a 
Citizen’s Input form and submit it to the City Clerk prior to the meeting being called to order.  While not required, 
please state your name and address for the record.  NOTE: Per Government Code §54954.3(a), the City Council 
cannot take action or express a consensus of approval or disapproval on any public comments regarding matters 
which do not appear on the printed agenda. 

 B. Introduction of New Employee: Introduce new Lakeport Police Officer Victor Rico. 

VI. COUNCIL BUSINESS:  

 A. Lakeport Police Lieutenant  

 

 

 

 

 AGENDA 
 REGULAR MEETING OF THE LAKEPORT CITY COUNCIL 
 (ALSO MEETS AS THE CITY OF LAKEPORT MUNICIPAL SEWER DISTRICT, THE LAKEPORT INDUSTRIAL 
 DEVELOPMENT AUTHORITY, THE MUNICIPAL FINANCING AGENCY OF LAKEPORT and THE SUCCESOR 
 AGENCY TO THE LAKEPORT REDEVELOPMENT AGENCY) 
 Tuesday, May 17, 2016 
 City Council Chambers, 225 Park Street, Lakeport, California 95453 
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  1. Ordinance Introduction Introduce the first reading of the proposed Solicitation Ordinance and set a 
public hearing for June 7, 2016. 

 B. Community Development Director  

  1. Hartley Street Pedestrian 
Improvement Project: 

Approve the resolution authorizing the City Manager to submit an Active 
Transportation Program grant application for the Hartley Street Pedestrian 
improvements project and authorize the mayor to submit a letter of support for 
the project. 

 C. Finance Director  

  1. Utility Rate Review Approve staff’s recommendation as presented, and schedule a public hearing at 
Council’s regularly scheduled meeting of June 7, 2016 to consider: 

1. Delaying the implementation of the sewer rate adjustment scheduled for 
July 1, 2016 to July 1, 2017; and  

2. Reducing the rate to half the current, appropriate rate for any account 
for which the service address is vacant and water service is not being 
used. 

  2. Municipal Financing Agency of 
Lakeport/Lakeport City Council:  
Lakeport Police Station 
Acquisition and Renovation 
Project 
 
 
. 

The City Council is being asked to: 

1. Adopt a proposed resolution adopting the USDA RUS Bulletin 1942-47 
Loan Resolution, and 

2. Adopt a proposed resolution approving, authorizing and direction 
execution of certain financing documents in connection with the 
Municipal Financing Agency of Lakeport, Series 2016 Lease Revenue 
Bonds (Police Station Acquisition and Renovation Project), and 
providing for other matters properly related thereto. 

 The Municipal Financing Agency of Lakeport Board is being asked to: 

1. Adopt a proposed resolution approving, authorizing and direction 
execution of certain financing documents in connection with the 
Municipal Financing Agency of Lakeport, Series 2016 Lease Revenue 
Bonds (Police Station Acquisition and Renovation Project), and 
providing for other matters properly related thereto. 

  3. USDA Loan Documents:  
Refinancing Outstanding Series 
2000 Water Enterprise 
Certificates of Participation 

Approve the proposed Resolution as well as approve and authorize the City 
Manager and Finance Director to work with the financing team to solicit bids for 
the purchase of the 2016 Obligations, sign all documents related to the 
transaction, and execute the prepayment of the 2000 Obligations. 

 D. City Manager  

  1. Public Safety Town Hall Update Receive an update of the results from the Public Safety Town Hall meeting held 
April 25, 2016, and give staff direction to address the results. 

VII. CITY COUNCIL COMMUNICATIONS: 

 A. Miscellaneous Reports, if any:  

VIII. ADJOURNMENT:  Adjourn  

Materials related to an item on this Agenda submitted to the Council after distribution of the agenda packet are available for public inspection in the City Clerk’s Office at 225 
Park Street, Lakeport, California, during normal business hours.  Such documents are also available on the City of Lakeport’s website, www.cityoflakeport.com, subject to 
staff’s ability to post the documents before the meeting. 

The City of Lakeport, in complying with the Americans with Disabilities Act (ADA), requests individuals who require special accommodations to access, attend and/or 
participate in the City meeting due to disability, to please contact the City Clerk’s Office, (707) 263-5615, 72 hours prior to the scheduled meeting to ensure reasonable 
accommodations are provided. 

 
 
 

_______________________________________ 
Hilary Britton, Deputy City Clerk 

http://www.cityoflakeport.com/


 
 
 

ATTENDANCE: City Manager Silveira welcomed the public to the town hall 
meeting at 6:00 p.m.  Mayor Spillman, Mayor Pro-Tem Mattina, 
Council Member Scheel and Council Member Turner were 
present.  Council Member Parlet was absent. 

PUBLIC SAFETY TOWN HALL:   Chief Rasmussen, Lieutenant Ferguson and Finance Director 
Buffalo gave an interactive presentation on the current state of 
Public Safety in the City by the Lakeport Police Department. 
Questions and comments were received from the public. 

  

ADJOURNMENT: Mayor Spillman closed the meeting at 8:20 p.m. 

  

 
 
 

____________________________________ 
Marc Spillman, Mayor 

 
 
ATTEST: 
 
 
 
_________________________________ 
Kelly Buendia, City Clerk 

 

 

 

 

 

MINUTES 
SPECIAL TOWN HALL MEETING  

OF THE LAKEPORT CITY COUNCIL 
Monday, April 25, 2016 

City Council Chambers, 225 Park Street, Lakeport, California 95453 



 CLOSED SESSION: Mayor Spillman called the meeting to order at 5:07 P.M.  

and adjourned to closed session at 5:07  P.M for the following items:  

1. CONFERENCE WITH LABOR NEGOTIATOR (Gov. Code § 54957.6): Name 
of City Negotiator to Attend Closed Session:  Council Members Mattina 
and Turner; Unrepresented Employee:  City Manager. 

2. CONFERENCE WITH REAL PROPERTY NEGOTIATOR (Gov. Code § 
54956.8):  Property Address: Utility Easement concerning 818 Lakeport 
Blvd, Lakeport (APN 025-472-05); Agency Negotiator: Margaret Silveira, 
City Manager; Negotiating Parties: City of Lakeport and Matt Riveras; 
Under Negotiation: Price and Terms of Payment. 

 REPORT OUT OF CLOSED SESSION: Mayor Spillman advised that there was no reportable action from closed session. 

I. CALL TO ORDER & ROLL CALL: Mayor Spillman called the regular meeting of the City Council of the City of 
Lakeport to order at 6:03 p.m. with Council Members Turner, Parlet, Mattina, 
and Scheel present. 

 Moment of Silence Mayor Spillman asked for a moment of silence in honor of Deputy Jake Steely. 

II. PLEDGE OF ALLEGIANCE: The Pledge of Allegiance was led by Ginny Craven. 

III. ACCEPTANCE OF AGENDA: City Manager Silveira requested the Council consider adding an urgency item, a 
proposed resolution authorizing approval of a Rural Business Development Grant 
application to the USDA in the amount of $50,000.00 for the funding of a hotel 
feasibility study.  The grant opportunity had been discovered only after the 
agenda had been posted and the grant deadline falls prior to the next regular 
Council meeting. 
A motion was made by Council Member Turner, seconded by Council Member 
Mattina, and unanimously carried by voice vote, to add the urgency item as Item 
C. under Council Business. 
A motion made by Council Member Scheel, seconded by Council Member 
Mattina, and unanimously carried by voice vote to accept the agenda as 
amended. 

  Urgency Items: See Item III. above. 

IV. CONSENT AGENDA:  

 A. Ordinances: Waive reading except by title, of any ordinances under consideration at this 
meeting for either introduction or passage per Government Code Section 36934. 

 B. Minutes: Approve minutes of the regular City Council meeting of April 19, 2016. 

 C. Warrants: Approve the warrant register of April 27, 2016. 

 D. Application 2016-011: Approve Application No. 2016-011 with staff recommendations for the Lakeport 
Main Street Association’s for the following events:  Annual Lakeport Cleanup 
(May 14, 2016); July 4 Arts and Craft Fair (July 4, 2016); Trick or Treat Main Street 
(October 30, 2015); Taste of Lakeport (August 27, 2016); Shipwreck Days 
(October 15, 2016); Trick or Treat Main Street (October 31, 2016). 

 E. Application 2016-012 Approve Application 2016-012 with staff recommendations for a Quagga 
Prevention Outreach Booth to be set up in Library Park during select events 
throughout the summer. 

 F. Summer Concert Series: Approve the proposed MOU between the City and the Bicoastal NorCal Media to 
present the 2016, 2017, and 2018 Summer Concert series in Library Park. 

 G. Annual Housing Report: Receive and file the Annual Report on Housing Division Activities and Annual 
Housing Element Progress Report for 2014 and 2015 

MINUTES 
REGULAR MEETING OF THE LAKEPORT CITY COUNCIL 

(ALSO MEETS AS THE CITY OF LAKEPORT MUNICIPAL SEWER DISTRICT, THE LAKEPORT INDUSTRIAL DEVELOPMENT AUTHORITY, THE 
MUNICIPAL FINANCING AGENCY OF LAKEPORT and THE SUCCESOR AGENCY TO THE LAKEPORT REDEVELOPMENT AGENCY) 

Tuesday, May 3, 2016 
City Council Chambers, 225 Park Street, Lakeport, California 95453 
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 H. Annual  Planning Report: Receive and file the Planning Department 2015 Year-end Report 

  Vote on Consent Agenda: A motion was made by Council Member Parlet, seconded by Council Member 
Scheel, and unanimously carried by voice vote to approve the Consent Agenda 
Items A-H. 

V. PUBLIC PRESENTATIONS/REQUESTS:  

 A. Citizen Input: No citizen input 

 B. Proclamation: Mayor Spillman presented a Proclamation designating May 15-21, 2016 Police 
Week in the City of Lakeport to Chief Rasmussen. 

 C. Proclamation: Mayor Spillman presented a Proclamation designating the month of May, 2016 
as Military Appreciation Month in the City of Lakeport to Sergeant Taylor Molitor 
of the United States Marine Corps. 

 D. Proclamation: Mayor Spillman presented a Proclamation honoring Ginny Craven for her 
contributions to the community, and specifically her work with Tango Mike. 

Ms. Craven reminded the Council and attendees that Tango Mike is still shipping 
packages and still needs donations. 

 E. Presentation: Presentation by Mike Adams of an update on the Soper Reese Theatre 
renovations. 

VI. PUBLIC HEARING  

 A. Traffic Safety Advisory Committee: Community Development Director Ingram presented the staff report regarding 
the proposed ordinance regarding the Traffic Safety Advisory Committee. 

Mayor Spillman opened the Public Hearing at:  6:41 p.m. 
Mayor Spillman closed the Public Hearing at 6:41 p.m. 

A motion was made by Council Member Turner, seconded by Council Member 
Scheel, and unanimously carried by voice vote to adopt a proposed Ordinance of 
the City Council of the City of Lakeport Amending Chapter 2.22 of Title 2 of the 
Lakeport Municipal Code Regarding the Traffic Safety Advisory Committee.   

VII. COUNCIL BUSINESS:  

 A. Community Development Director  

  1. Downtown Improvement 
Project 

Community Development Director Ingram gave a verbal update on the progress 
of the Downtown Improvement Project.  Events to occur in the near future 
include:  

a) Public community meeting so residents can meet project liaisons, and 
ask questions on 5/10/2016 

b) Construction kickoff  on 5/11/2016 
c) Flyers with info will be distributed to businesses and residences prior to 

kickoff. 
d) Main Street night time construction starts off after Memorial Day 

Weekend 

City Attorney Ruderman advised that the community meeting will not be an 
agendized and posted Council meeting and that no more than two Council 
members should attend.  

 B. Acting Public Works Director  

  1. Bid Award: Acting Public Works Director Grider presented to staff report regarding the 
request for bids for the Bevins Street Pavement Rehabilitation Project. 

A motion was made by Council Member Scheel, seconded by Council Member 
Mattina, and unanimously carried by voice vote to authorize the City Manager to 
sign the construction contract award for the Bevins Street Pavement 
Rehabilitation Project to Granite Construction Company. 

 C. City Manager  

  1. Rural Business Development City Manager Silveira reported that the grant opportunity for the funding of a 



City Council Agenda of May 3, 2016  Page 3 

Grant application: hotel feasibility study was brought to her attention on Friday after speaking with 
a USDA representative, at the California Association of Economic Developers 
Conference. 

Wilda Shock spoke in favor of the feasibility study.   

A motion was made by Council Member Scheel, seconded by Council Member 
Mattina, and unanimously carried by voice vote to adopt a proposed resolution 
authorizing approval of a Rural Business Development Grant application to the 
USDA in the amount of $50,000.00 for the funding of a hotel feasibility study for 
the City of Lakeport and authorize the City Manager to execute all necessary 
documents. 

VIII. CITY COUNCIL COMMUNICATIONS: 

 A. Miscellaneous Reports, if any: City Manager Silveira had nothing to report. 

City Attorney Ruderman had nothing to report. 

Acting Public Works Director Grider reported it is nice to be back. 

Finance Director Buffalo had nothing to report. 

Chief Rasmussen had nothing to report. 

Community Development Director Ingram reported that the Lakefront 
Revitalization plan stakeholder meetings will be held next week. 

Council Member Turner will attend two meetings being put on by the Bureau of 
Medical Marijuana Regulation on Friday. 

Council Member Mattina wished everyone a happy summer. 

Council Member Parlet received a letter from Ron Campos after the last meeting, 
and they will work together on marketing efforts. He complimented the new 
Fifth street restrooms.  He also advised that Ken Saderlund has complained about 
the lack of response from city staff. 

Council Member Scheel will be attending APC next week; there will be a field trip 
to look at the location for the new roundabout proposed for Highways 20 and 53. 
He will also be attending the Transit Hub meeting in Clearlake.   He will be 
attending the Mother’s Day Symphony, as he is new announcer for the Soper 
Reese theatre.  Janel Chapman's memorial will be May 14, 2016.  He also 
thanked Chief Rasmussen and Lieutenant Ferguson for coordinating parking and 
the traffic plan for the Steely memorial.   

Mayor Spillman thanked the Lakeport Police Department for all their efforts for 
the memorial, and organizing the Lions club to provide water to attendees.  He 
also advised that Ron Campos is happy about the renovations planned 
downtown but has concerns about traffic and business revenue. 

IX. ADJOURNMENT:  Mayor Spillman adjourned the meeting at 7:09 p.m. 

 
 
 
 

_______________________________________ 
Marc Spillman, Mayor 

 
Attest: 
 
 
 
 
____________________________________ 
Hilary Britton, Deputy City Clerk 



 
 
 
 

225 PARK STREET • LAKEPORT, CALIFORNIA 95453 • TELEPHONE (707) 263-5615 • FAX (707) 263-8584 

 

CITY OF LAKEPORT 

Over 125 years of community 

pride, progress and service 

 

 
 
 
 
 
 
 
 
May 11, 2016 
 
 
I hereby certify that the attached list of warrants has been audited, 
extensions are proper, purchase orders have been issued, and department 
heads have been given the opportunity to review and sign claim forms. 
 
 
 
 ______________________________ 
 Daniel Buffalo 
 Finance Director 
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Check Register
Lakeport, CA Packet: APPKT00199 - 05-11-16 WARRANTS

By Check Number

Vendor Number Vendor Name Payment Amount NumberPayment TypePayment Date Discount Amount

Bank Code: AP BANK-AP BANK

00371 ALPHA ANALYTICAL LABORATORIES 05/11/2016 491601,575.00Regular 0.00

**Void** 05/11/2016 491610.00Regular 0.00

00109 ARAMARK UNIFORM SERVICES 05/11/2016 4916299.77Regular 0.00

2351 AT&T 05/11/2016 49163991.59Regular 0.00

2590 AT&T 05/11/2016 49164128.80Regular 0.00

2783 BRIAN  DENTON 05/11/2016 49165200.00Regular 0.00

1599 CABELA'S INC 05/11/2016 49166192.44Regular 0.00

1607 CARLTON TIRE 05/11/2016 4916740.00Regular 0.00

1697 CLEARLAKE LAVA, INC. 05/11/2016 491681,444.80Regular 0.00

00127 CLEARLAKE REDI-MIX INC. 05/11/2016 4916915,285.40Regular 0.00

00193 COACH CRAFT AUTO BODY REPAIR 05/11/2016 491702,585.10Regular 0.00

2483 CODE PUBLISHING 05/11/2016 49171450.00Regular 0.00

2188 COUNTY OF LAKE - INFO TECH 05/11/2016 491721,536.00Regular 0.00

00130 COUNTY OF LAKE-ANIMAL CONTROL 05/11/2016 49173171.00Regular 0.00

2779 CRESCO EQUIPMENT RENTALS 05/11/2016 491743,738.10Regular 0.00

0331 DEEP VALLEY SECURITY 05/11/2016 49175162.95Regular 0.00

1127 DEPT OF JUSTICE 05/11/2016 49176140.00Regular 0.00

00148 E D D 05/11/2016 49177146.00Regular 0.00

2543 ENTERPRISE RENT-A-CAR 05/11/2016 49178253.97Regular 0.00

1982 EUREKA OXYGEN COMPANY 05/11/2016 49179326.26Regular 0.00

2421 FERRELLGAS 05/11/2016 49180148.53Regular 0.00

2827 G & G PRINTING SERVICES 05/11/2016 49181105.84Regular 0.00

3095 GARTON TRACTOR 05/11/2016 49182156.20Regular 0.00

2103 HERTZ EQUIPMENT RENTAL 05/11/2016 491836,224.44Regular 0.00

2760 HILARY  BRITTON 05/11/2016 49184141.85Regular 0.00

00167 INTERSTATE BATTERY SYSTEM 05/11/2016 49185316.38Regular 0.00

2614 JJACPA, INC. 05/11/2016 491863,400.00Regular 0.00

3208 JOHN BANUELOS 05/11/2016 4918771.00Regular 0.00

1764 JONES TOWING 05/11/2016 49188320.00Regular 0.00

2443 LAKE CO VECTOR CONTROL DIST. 05/11/2016 4918925.35Regular 0.00

00183 LAKE COUNTY RECORD BEE 05/11/2016 49190144.26Regular 0.00

2413 LAKE COUNTY WASTE SOLUTIONS 05/11/2016 4919192.40Regular 0.00

2719 LINCOLN AQUATICS 05/11/2016 49192405.72Regular 0.00

2721 MAIN STREET NURSERY 05/11/2016 49193105.69Regular 0.00

2465 MARGARET  SILVEIRA 05/11/2016 49194315.00Regular 0.00

1554 MC CROMETER, INC. 05/11/2016 491951,736.53Regular 0.00

00354 MEDIACOM 05/11/2016 49196135.90Regular 0.00

2356 MYERS STEVENS & TOOHEY & CO. 05/11/2016 49197193.50Regular 0.00

00187 NAPA AUTO - LAKE PARTS 05/11/2016 49198391.45Regular 0.00

T2708 NATHAN  DEHART 05/11/2016 49199250.00Regular 0.00

2773 NICKOLAUS & HAEG, LLC. 05/11/2016 492001,250.00Regular 0.00

3202 OCCUPATIONAL HEALTH CENTERS OF CALIF05/11/2016 49201367.00Regular 0.00

00113 PACE SUPPLY #03391-00 05/11/2016 49202649.65Regular 0.00

1053 PEOPLE SERVICES, INC. 05/11/2016 49203165.00Regular 0.00

2747 PERFORMANCE MECHANICAL 05/11/2016 492041,223.00Regular 0.00

1116 PETERSON 05/11/2016 49205465.39Regular 0.00

00217 PG&E VO248104 05/11/2016 492062,643.91Regular 0.00

00226 R.E.M.I.F. 05/11/2016 49207848.39Regular 0.00

00286 RAINBOW AGRICULTURAL SERVICES 05/11/2016 492081,196.00Regular 0.00

1837 ROGER WHEELER LANDSCAPING 05/11/2016 49209250.00Regular 0.00

1473 ROGERS' GLASS 05/11/2016 49210169.00Regular 0.00

3022 RON LADD 05/11/2016 49211142.00Regular 0.00

1864 SAN DIEGO POLICE EQUIPMENT CO 05/11/2016 492121,402.85Regular 0.00

1008 SANTA ROSA JUNIOR COLLEGE 05/11/2016 492138,066.00Regular 0.00
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Vendor Number Vendor Name Payment Amount NumberPayment TypePayment Date Discount Amount

00400 SIERRA CHEMICAL COMPANY 05/11/2016 492141,997.80Regular 0.00

1097 STAPLES CREDIT PLAN 05/11/2016 49215738.10Regular 0.00

3209 STAR GARDENS 05/11/2016 492161,986.60Regular 0.00

1020 SWRCB 05/11/2016 49217170.00Regular 0.00

3138 THE WORKS INC/MLS - LSQ FUNDING GROUP05/11/2016 492181,800.80Regular 0.00

2119 TRI-CITIES ANSWERING SERVICE 05/11/2016 49219147.48Regular 0.00

3210 TRUTH BE TOLD POLYGRAPH, LLC 05/11/2016 49220250.00Regular 0.00

00368 UKIAH PAPER SUPPLY, INC. 05/11/2016 492211,647.75Regular 0.00

00261 UKIAH VALLEY MEDICAL CENTER 05/11/2016 492221,746.78Regular 0.00

1310 USA BLUE BOOK 05/11/2016 492234,162.50Regular 0.00

2109 VERIZON WIRELESS 05/11/2016 49224308.04Regular 0.00

00164 WESTGATE PETROLEUM CO., INC. 05/11/2016 492252,799.78Regular 0.00

Regular Checks

Manual Checks

Voided Checks

Discount

Payment
CountPayment Type

Bank Code AP BANK Summary

Bank Drafts

EFT's

65

0

1

0

0

0.00

0.00

0.00

0.00

0.00

66 0.00

Payment

80,741.04

0.00

0.00

0.00

0.00

80,741.04

Payable
Count

136

0

0

0

0

136
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Fund Name AmountPeriod

Fund Summary

998 POOLED CASH 80,741.045/2016

80,741.04



 

CITY OF LAKEPORT 
 225 Park Street Phone:  (707) 263-5615, Ext. 12 
 Lakeport, CA 95453 Fax:  (707) 263-8584 

AAPPPPLLIICCAATTIIOONN  FFOORR  UUSSEE  OOFF  PPUUBBLLIICC  AARREEAASS  
Please note:  City Council meetings are held the FIRST and THIRD TUESDAY of the month.  Application forms require City Council approval and must 
be completed and submitted to the City Clerk at least ten working days before the Council meeting at which they will be considered. 

This section to be completed by City: 

Application Received (Date):        Application No.       

  $15.00 Application Fee Paid For Council Meeting of (Date):        

This section to be completed by Applicant (please answer all questions):   

Applicant Name:        Organization Name:        

Address:        

 

Address:        

Home Phone:        Work Phone:        Mobile Phone:        

Email Address:        

Other Contact:        Phone for Other Contact:        

Organization is:    Nonprofit Organization      For Profit Organization 

 

Name of Event:        

Description of Event:        

 

Specific Location of Event (Map Must be Attached):        

Does this use involve public right of way, streets, or sidewalk?   Yes    No    If yes, please indicate specific location:        

If requesting closure of streets, sidewalk, etc., please describe notification procedure for affected businesses and/or residences: 

 

 

Date(s) of Event:          Total Number of Days:        Set Up Time:   

Time of Event:   

Tear Down Time:   

      

      -       

      

Specify anticipated number of people (both participants and the public):        

Will any vendors be present? Yes   No                       Will any food booths be present?  Yes   No  

Requirements: 

 Electricity (cannot be guaranteed by City) 

 Barricades 

 Street/Sidewalk Closures 

 No irrigation in park prior to event 

 Other (please specify):        

Coordination of these requirements must be made through the Public 
Works Department:  (707) 263-0751 

Specific City Staff Needs: 

 Police 

 Public Works 

 Parks 

 Other (please specify):        

 

The City reserves the right to bill applicant for related City costs. 

Insurance Information:   

Specify Insurance Company:        

Policy Number:        Expiration Date:        Limits of Coverage:           

INSURANCE CERTIFICATE REQUIRED 
Note:  The insurance certificate provided to the City by your organization’s insurance company must name the City of Lakeport as an additional insured for the 
event specified in this application and must include a copy of any endorsements.  The minimum coverage amount required is $2,000,000.  The certificate and 
endorsements must also be in a form acceptable to risk management and available for review 15 working days prior to the scheduled event. 



 

USE OF ALCOHOL:  Is a permit for alcoholic beverages requested?      Yes      No 
If you have checked yes, you must obtain a signed permit from the Lakeport Police Department and attach it to this application.  This will allow for consumption of 
alcoholic beverages in connection with the event but will NOT allow for the SALE of alcoholic beverages.  If alcoholic beverages are going to be sold or included 
with the price of any ticket or admission to the event, then the applicant is required to obtain a one-day license from the California Department of Alcoholic 
Beverage Control.  This one-day permit would be required in addition to a permit by the Lakeport Police Department. 

HOLD HARMLESS AGREEMENT 

In consideration of allowing the event(s) specified in this application, and to the fullest extent permitted by law, I/we agree to indemnify and hold 
harmless the City of Lakeport, its officers, agents, employees, and volunteers against and from any and all liability claims, lawsuits, damages, losses, 
expenses, and costs brought for, or on account of, injuries to or death of any person or persons, including myself and this organization, or damage 
to or destruction of property, arising out of, or other occurrence during or in connection with the foregoing event(s). 
 
________________________________________________ Dated:        
Signature of Applicant 
Responsible Official of Applicant Organization 

 

 

 
STAFF RESPONSE 

This section to be completed by City and Other Affected Agencies: 

Staff Name:        Department:       

  No Fiscal Impact   Fiscal Impact  

(Describe/Include Estimated Costs) 

 Police 

 Public Works 

 Parks 

 

 Other (please specify):  

      

The following will be Required: 

  Business License   Health Department Permit 

  ABC License   Other (Specify):        

Staff Comments:       

 
This section to be completed by City Clerk following Council meeting: 

Considered at Council Meeting (Date):          Application Approved 

  Application Denied 

  Application Approved With Conditions (See Below) 

Conditions of Approval:        

 
 

  Attachments (specify):        



MULTI-EVENT APPLICATION 
 
Event #1 Name of Event:  Memorial Day Parade 2016 
Description of Event:  Parade 
Anticipated Number of Participants:  50 entries 
 

Date(s) Time (include setup & tear down)  Specific Location of Event (Attach Map) 
May 28, 2016 11am to Noon From Fairgrounds (lineup location), Martin Street to 

Main Street; north on Main  to 10th, returning to 
Fairgrounds on Forbes Street. 

            
            
 
 

Will any vendors be present?    Yes   No  Will any food booths be present?  Yes   No  

Requirements: 
 Electricity (cannot be guaranteed by City) 
 Barricades* 
 Street/Sidewalk Closures** 
 No irrigation in park prior to event 
 Other (please specify):        

Coordination of these requirements must be made through 
the Public Works Department:  (707) 263-0751 

Specific City Staff Needs: 
 Police 
 Public Works 
 Parks 
 Other (please specify):        

 

The City reserves the right to bill applicant for related City costs. 

 
*If barricades are required, please describe location:  C Street; side streets leading onto Main between Martin and 10th Streets 
**If road closures are required, please describe and attach traffic control plan:  Usual per LPD 
If requesting closure of streets, sidewalk, etc., please describe notification procedure for affected businesses and/or residences:  
Press Releases/city application approval 

 
Will alcohol be served?   Yes  No If yes, complete information below: 
Exact location where alcohol will be served:        
Exact dates & times that alcohol will be served:        
 
List other required permits (i.e., Health Department, Business License, etc.):  N/A 

 
Additional Information/Comments:        
 

STAFF RESPONSE 
This section to be completed by City and Other Affected Agencies: 

Staff Name:        Department:        

  No Fiscal Impact   Fiscal Impact  

(Describe/Include Estimated Costs) 

 Police 

 Public Works 

 Parks 

 Other (please specify):        

The following will be Required:   Business License   Health Department Permit 

   ABC License   Other (Specify):        

Staff Comments:       

 



MULTI-EVENT APPLICATION 
 
Event #2 Name of Event:  Oktoberfest 
Description of Event:  Street Festival 
Anticipated Number of Participants:  2000 
 

Date(s) Time (include setup & tear down)  Specific Location of Event (Attach Map) 
October 1, 2016 7am to 10pm Main Street from 1st Street to 4th Street.  3rd Street from 

Main Street to Forbes.             
            
 
 

Will any vendors be present?    Yes   No  Will any food booths be present?  Yes   No  

Requirements: 
 Electricity (cannot be guaranteed by City) 
 Barricades* 
 Street/Sidewalk Closures** 
 No irrigation in park prior to event 
 Other (please specify):        

Coordination of these requirements must be made through 
the Public Works Department:  (707) 263-0751 

Specific City Staff Needs: 
 Police 
 Public Works 
 Parks 
 Other (please specify):        

 

The City reserves the right to bill applicant for related City costs. 

 
*If barricades are required, please describe location:  As outlined above 
**If road closures are required, please describe and attach traffic control plan:  as outlined above 
If requesting closure of streets, sidewalk, etc., please describe notification procedure for affected businesses and/or residences:  
Press Releases 

 
Will alcohol be served?   Yes  No If yes, complete information below: 
Exact location where alcohol will be served:  On 3rd Street between Main Street and Forbes Street 
Exact dates & times that alcohol will be served:  Noon to 9pm 
 
List other required permits (i.e., Health Department, Business License, etc.):  Health Department permit by food vendors and 
each vendor will have to submit a city business license form. 
 
Additional Information/Comments:        
 

STAFF RESPONSE 
This section to be completed by City and Other Affected Agencies: 

Staff Name:        Department:        

  No Fiscal Impact   Fiscal Impact  

(Describe/Include Estimated Costs) 

 Police 

 Public Works 

 Parks 

 Other (please specify):        

The following will be Required:   Business License   Health Department Permit 

   ABC License   Other (Specify):        

Staff Comments:       





From: Lori Price
To: Hilary Britton
Subject: RE: Application 2016-014 - Chamber of Commerce Multi-Event Application
Date: Thursday, May 05, 2016 8:29:45 AM
Attachments: image006.png

Good morning Hilary,
 
I have reviewed the above subject application and it does not appear that either of these events will
 impact county roads.  We have no comments or conditions to added to this application.  Thank you
 for the opportunity to comment.
 
Sincerely,
 
Lori Price
Secretary III
Lake County Department of Public Works
255 N. Forbes Street, Rm 309
Lakeport, CA 95453
(707) 263-2341
lorip@co.lake.ca.us
From: Hilary Britton [mailto:hbritton@cityoflakeport.com] 
Sent: Wednesday, May 04, 2016 3:33 PM
To: Dean Eichelmann; Cheryl Bennett; Cynthia Ader; Daniel Chance; Doug Grider; Executive
 Management; Gary Basor; Jason Ferguson; Jim Kennedy; Linda Sobieraj; Lori Price; Mark Wall
 (mwaconsulting@comcast.net); Mike Sobieraj; Pheakdey Preciado; Rebekah Dolby; Ron Ladd; Tina
 Rubin
Subject: Application 2016-014 - Chamber of Commerce Multi-Event Application
 
Please find attached Application 2016-014 for the Chamber of Commerce’s
 Memorial Day Parade and Oktoberfest for your comments.
 
We would like to submit this to the Council for approval at the May 17,
 2016 meeting, so please have your comments back to me by May 11,
 2016.
 
Thank you for your input.
 
Hilary Britton
Deputy City Clerk
City of Lakeport
225 Park Street
Lakeport, CA  95453
(707) 263-5615 x43
hbritton@cityoflakeport.com
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This email checked with McAfee SaaS.



From: jferguson@lakeportpolice.org
To: Hilary Britton
Subject: Re: Application 2016-014 - Chamber of Commerce Multi-Event Application
Date: Thursday, May 05, 2016 8:31:23 AM
Attachments: image003.png

Hillary,

In regards to the Memorial Day Parade the following is what LPD typically provides:

3 Volunteers for traffic control=$204.00

1 Police Officer to lead the parade=$100.00

As for the Oktoberfest the following is what LPD provides:

1 additional patrol for extra coverage=$272.00

Jason

 
A true hero is not defined simply by the uniform he or she is wearing but rather the person
 who's wearing it!
 

-----Original Message-----
From: Hilary Britton [mailto:hbritton@cityoflakeport.com]
Sent: Wednesday, May 4, 2016 03:32 PM
To: Amanda Frazell (Dean.Eichelmann@lakecountyca.gov), 
Cheryl Bennett (cheryl.bennett@lakecountyca.gov), 'Cynthia Ader', 'Daniel Chance', 
'Doug Grider', 'Executive Management', 'Gary Basor', 'Jason Ferguson', 'Jim Kennedy', 
'Linda Sobieraj', Lori Price (lorip@co.lake.ca.us), 
Mark Wall (mwaconsulting@comcast.net), 'Mike Sobieraj', 
Pheakdey Preciado (pheakdey.preciado@lakecountyca.gov), 'Rebekah Dolby', 'Ron Ladd', 
Tina Rubin (Tina.Rubin@lakecountyca.gov)
Subject: Application 2016-014 - Chamber of Commerce Multi-Event Application

Please find attached Application 2016-014 for the Chamber of
 Commerce?s Memorial Day Parade and Oktoberfest for your comments.
 
We would like to submit this to the Council for approval at the May 17,
 2016 meeting, so please have your comments back to me by May 11,
 2016.
 
Thank you for your input.
 
Hilary Britton

mailto:jferguson@lakeportpolice.org
mailto:hbritton@cityoflakeport.com



Deputy City Clerk
City of Lakeport
225 Park Street
Lakeport, CA  95453
(707) 263-5615 x43
hbritton@cityoflakeport.com

      
 

This email checked with McAfee SaaS.
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From: jferguson@lakeportpolice.org
To: Hilary Britton
Subject: Re: Application 2016-002 - Grillin" on the Green
Date: Thursday, May 05, 2016 4:06:32 PM
Attachments: image002.png

No police concerns or involvement
 
A true hero is not defined simply by the uniform he or she is wearing but rather the person
 who's wearing it!
 

-----Original Message-----
From: Hilary Britton [mailto:hbritton@cityoflakeport.com]
Sent: Thursday, May 5, 2016 03:13 PM
To: Amanda Frazell (Dean.Eichelmann@lakecountyca.gov), 
Cheryl Bennett (cheryl.bennett@lakecountyca.gov), 'Cynthia Ader', 'Daniel Chance', 
'Doug Grider', 'Executive Management', 'Gary Basor', 'Jason Ferguson', 'Jim Kennedy', 
'Linda Sobieraj', Lori Price (lorip@co.lake.ca.us), 
Mark Wall (mwaconsulting@comcast.net), 'Mike Sobieraj', 
Pheakdey Preciado (pheakdey.preciado@lakecountyca.gov), 'Rebekah Dolby', 'Ron Ladd', 
Tina Rubin (Tina.Rubin@lakecountyca.gov)
Subject: Application 2016-002 - Grillin' on the Green

Hi all,
 
Please find attached application WP-2016-002 for the 2016 Grillin? on the Green fundraiser to be
 held at Westside Park on August 6, 2016, for your review and comments.
 
We would like to take this to Council for approval at the May 17, 2016 meeting, so please have
 your comments back to me by May 11, 2016.
 
Thank you, as always, for your input.
 
Hilary Britton
Deputy City Clerk
City of Lakeport
225 Park Street
Lakeport, CA  95453
(707) 263-5615 x43
hbritton@cityoflakeport.com

      
 

This email checked with McAfee SaaS.
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From: Lori Price
To: Hilary Britton
Subject: RE: Application 2016-002 - Grillin" on the Green
Date: Friday, May 06, 2016 8:34:30 AM
Attachments: image002.png

Good morning Hilary,
 
I have reviewed the above subject application.  It does not appear that this event will impact County
 roads.  We therefore have not comments or conditions to add to the permit.  Thank you for the
 opportunity to review.
 
Sincerely,
 
Lori Price
Secretary III
Lake County Department of Public Works
255 N. Forbes Street, Rm 309
Lakeport, CA 95453
(707) 263-2341
lorip@co.lake.ca.us
From: Hilary Britton [mailto:hbritton@cityoflakeport.com] 
Sent: Thursday, May 05, 2016 3:14 PM
To: Dean Eichelmann; Cheryl Bennett; Cynthia Ader; Daniel Chance; Doug Grider; Executive
 Management; Gary Basor; Jason Ferguson; Jim Kennedy; Linda Sobieraj; Lori Price; Mark Wall
 (mwaconsulting@comcast.net); Mike Sobieraj; Pheakdey Preciado; Rebekah Dolby; Ron Ladd; Tina
 Rubin
Subject: Application 2016-002 - Grillin' on the Green
 
Hi all,
 
Please find attached application WP-2016-002 for the 2016 Grillin’ on the Green fundraiser to be
 held at Westside Park on August 6, 2016, for your review and comments.
 
We would like to take this to Council for approval at the May 17, 2016 meeting, so please have your
 comments back to me by May 11, 2016.
 
Thank you, as always, for your input.
 
Hilary Britton
Deputy City Clerk
City of Lakeport
225 Park Street
Lakeport, CA  95453
(707) 263-5615 x43
hbritton@cityoflakeport.com
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CITY OF LAKEPORT 
City Council  

City of Lakeport Municipal Sewer District  
Lakeport Redevelopment Successor Agency  

Lakeport Industrial Development Agency   
Municipal Financing Agency of Lakeport   

STAFF REPORT 

RE:   Lakeport Main Street Association 2015-2017 MOU  MEETING DATE:   5/17/16 

SUBMITTED BY:   Margaret Silveira, City Manager 

PURPOSE OF REPORT:        Information only       Discussion      Action Item 

 

WHAT IS BEING ASKED OF THE CITY COUNCIL/BOARD: 

City Council is being asked to approve the Memorandum of Understanding (MOU) between the City of 
Lakeport and the Lakeport Main Street Association (LMSA) from July 1, 2015 to June 30, 2017. 

BACKGROUND/DISCUSSION:   

The City of Lakeport has partnered with LMSA for many years in promoting the Lakeport Community.  
One of the current projects LMSA is assisting the City with is the dissemination of information to the 
downtown businesses before and during the Downtown Revitalization project.   

LMSA commits to implement the Main Street 4 point approach to Community Revitalization as established 
and promoted by the National Trust for Historic Preservation.  The 4 point approach establishes for 
committees; organization, promotion, design, and economic restructuring. 

LMSA coordinates and sponsors many events throughout the year which include but not limited to; Taste 
of Lakeport, 4th of July at Library Park, Wood & Glory, Ship Wreck Days, Trick or Treat Main Street, 2016 
Dickens Christmas. 

OPTIONS: 

Approve the MOU 

Disapprove  

Request Changes to the MOU 

FISCAL IMPACT: 

  None at this time.   $20,000 FY 2015/16 and $20,000 FY 2016/17   Account 
Number:  110-1054-930.000 Comments:        

SUGGESTED MOTIONS: 
 

  Attachments: 1. LMSA MOU 2015 -2017 

2. LMSA Annual Report July 2014 – June 2015 

 
Meeting Date:  05/17/2017 Page 1 Agenda Item #IV.F 
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This MEMORANDUM OF UNDERSTANDING is hereby made and entered into by and between the 
City of Lakeport hereinafter referred to as the CITY and Lakeport Main Street Association hereinafter 
referred to as LMSA. 

 
A. PURPOSE: 

 
The purpose of this MOU is to create a general working agreement and describe partnership responsibilities 
between the CITY and LMSA with respect to Downtown Lakeport revitalization projects and 
implementation of the Main Street approach in Lakeport. 

 
B. BACKGROUND: 

 
The City of Lakeport and the Lakeport Main Street Association have had a long partnership, which both 
entities wish to continue, as it benefits the Lakeport community. There are plans in place and underway to 
enhance and improve the Downtown Lakeport area.  In order for these plans to be successful a 
collaborative partnership between the CITY and LMSA is necessary in which the LMSA commits to 
provide support through the provision of specific responsibilities in exchange for a monthly financial 
stipend. 

 
C. STATEMENT OF MUTUAL BENEFIT AND INTERESTS: 

 
CITY benefits include an active partnership with LMSA and in receiving public support, and 
coordinating and administrative assistance in planning, managing and executing the plans as described in 
Section “B” and those items listed in Section “E” below. 

 
The benefits for the LMSA through this cooperative effort include the provision of administrative offices 
and a monthly stipend in exchange for administration and coordination support activities in executing the 
three areas of work on behalf of the CITY, described in Section “B”. 

 
Both the CITY and LMSA mutually benefit from this partnership in strengthening our local economy and 
improving our community quality of life. 
 

D. CITY SHALL: 
 

1. If feasible, provide desk space, meeting room facilities, and related facilities and equipment (such as telephone) 
for the LMSA to use in administrating LMSA activities and providing support to the CITY. 

 
2. Pay the LMSA a lump sum of $10,000.00 and a monthly stipend of $1,000.00 per month for 10 months or 

a total of $20,000.00 in FY 2015-2016 and FY 2016-2017, after submittal of the appropriate invoices 
demonstrating work within the scope of this Agreement. 

 
3. Ensure collaborative communications. 

 
E. LMSA SHALL: 

 
1. Provide communication, marketing, and promotion assistance to the CITY in implementation of the 
 Downtown Revitalization efforts. 

2. Serve as a focal point of communication on behalf of the CITY on Downtown improvement projects. This 
means keeping the merchants informed, problem-solving, and relaying individual business and LMSA issues 
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Lakeport Main Street Association (LMSA) 
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to the CITY on a regular and timely basis through dissemination of a newsletter on no less than a monthly basis, 
and emails. 

 
3. Facilitate focus group sessions in the development of improvement concepts and provide ongoing coordination 

and liaison services between Main Stree t  and the Downtown businesses and the CITY. 
 

4. Assist the CITY in identifying available business space, marketing, and recruiting of targeted business interests 
within the downtown area. 

 
5. Provide technical assistance to building and business owners impacted by specific projects to include 

educational activities, going door-to-door, conferencing and using LMSA networks to ensure project success. 
 

6. Encourage LMSA members to work with CITY officials to discuss and identify opportunities for cooperative 
work or mutually beneficial projects or activities, when appropriate. 

 
7. Serve as ambassadors for CITY projects and encourage cooperation in carrying out various projects and 

initiatives. 
 

8. Implement the Main Street 4 point approach to Community Revitalization as established and promoted by the 
National Trust for Historic Preservation (organization, promotion, design, and economic restructuring). LMSA 
shall join the California Main Street Association and/or the California Downtown Association. 

 
9. Promote financing alternatives for Downtown improvements, including the formation of a Business Improvement 

District and/or Property Business Improvement District, and sales tax measures. 

10. Provide administrative and technical assistance to CITY in carrying out the CITY’s economic development goals 
and programs. 

 
11. Provide an annual report to the City Council on LMSA activities. 

 
F. IT IS MUTUALLY UNDERSTOOD AND AGREED BY AND BETWEEN THE PARTIES THAT: 

 
1. INDEPENDENT CONTRACTOR. The LMSA shall be and remain an independent contractor. Employees 

of the LMSA shall not be deemed employees of the City as a result of this agreement. LMSA sponsored 
functions shall not be deemed to be sponsored or endorsed by the City, unless the City Council specifically 
takes such action. 
 

2. INDEMNITY. The LMSA shall indemnify, defend, protect and hold the City harmless from any and all 
alleged or actual loss, injury, damage, claim, lawsuit, cost, expense, attorneys' fees, litigation costs, taxes, or 
any other cost arising out of or in any way related to the performance of this Agreement. Accordingly, the 
provisions of this indemnity provision are intended by the parties to be interpreted and construed to provide 
the City with the fullest protection possible under the law.  This section shall survive termination of this 
Agreement. 
 

3. INSURANCE. The City shall be listed as an additional insured on the applicable LMSA liability and special 
event insurance policies. During the term of this Agreement, LMSA shall maintain insurance against claims 
for death or injuries to persons or damages to property that may arise from or in connection with its 
performance of this Agreement.  Such insurance shall be of the types and in the amounts as set forth below: 
A. Commercial General Liability Insurance with coverage limits of not less than One Million Dollars 
($1,000,000) including products and operations hazard, contractual insurance, broad form property damage, 
independent consultants, personal injury, underground hazard, and explosion and collapse hazard where 
applicable.  
B. Automobile Liability Insurance for vehicles used in connection with the performance of this 
Agreement with minimum limits of One Hundred Thousand Dollars ($100,000) per claimant and three 
hundred thousand dollars ($300,000) per incident .  
C. Worker's Compensation insurance if and as required by the laws of the State of California. 
LMSA shall require each of its subcontractors to maintain insurance coverage that meets all of the 
requirements of this Agreement. 

4.  
5. MODIFICATION. Modifications within the scope of the instrument shall be made by mutual consent of the 

parties, by the issuance of a written modification, signed and dated by all parties, prior to any changes being 
performed. 
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6. PARTICIPATION IN SIMILAR ACTIVITIES. This instrument in no way restricts the LMSA from 

participating in similar activities with other public or private agencies, organizations, and individuals. 
 

7. TERMINATION. Either of the parties, in writing, may terminate the instrument in whole, or in part, at any 
time before the date of expiration. 

 
4.  PRINCIPAL CONTACTS. The principal contacts for this instrument are: 

 

Margaret Silveira 
City Manager 
225 Park Street 
Lakeport, CA 95453 
707-263-5615 x32 
msilveira@cityoflakeport.com 

Barbara Breunig 
Lakeport Main Street Assoc. 
P.O. Box 1032 
Lakeport, CA 95453 
707-263-8843 
lakeportmainst@gmail.com 
 

 
5. COMMENCEMENT/EXPIRATION DATE. This instrument is executed as of the date of last signature and is 

effective through June 30, 2017 at which time it will expire unless extended. 
 

IN WITNESS WHEREOF, the parties hereto have executed this agreement as of the last written date below. 
 

City of Lakeport: Lakeport Main Street Association: 
 
 
 

   

Margaret Silveira 
City Manager 

DATE LMSA President DATE 
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AGREEMENT FOR SERVICES BETWEEN  
THE CITY OF LAKEPORT AND MARGARET SILVEIRA 

 

This Agreement for Services, dated May 17, 2016, is between the City of Lakeport 
(“City”), by and through its duly elected City Council, and Margaret Silveira (“Silveira”) for 
services to be performed by Silveira in the at will position of City Manager. 

1. DUTIES 

Silveira shall perform the functions and duties specified in Section 2.10 et seq. of the 
Lakeport Municipal Code, State law, and other legally permissible and proper duties and 
functions as the City Council shall from time to time assign. During the term of this agreement, 
Silveira shall be exclusively employed by the City, unless prior authorization otherwise is 
received from the City Council, which authorization will not be unreasonably withheld. 

2. TERM 

A. The term of this Agreement is from the date of this Agreement through May 30, 
2021. 

B. Nothing in this document shall prevent, limit, or otherwise interfere with the 
right of the City Council to terminate the services of Silveira at any time, subject to the 
provisions of Section 3. 

C. Nothing in this document shall prevent, limit or otherwise interfere with 
Silveira’s right to resign at any time from her position with City, subject to the provisions of 
Section 3. 

3. TERMINATION  

A. In the event Silveira’s employment contract is not extended by the City Council 
past May 30, 2021, Silveira shall be paid for any unused sick or vacation time and her remaining 
salary due through May 30, 2021, or her termination date, and the employer/employee 
relationship between the parties shall automatically expire of its own accord without further 
liability to either party. 

B. In the event Silveira is terminated by the City Council prior to May 30, 2021, and 
during such time Silveira is willing to perform her duties under this Agreement, the City shall, at 
Silveiras’s option: 

(1) Pay Silveira six (6) months’ compensation, excluding all other benefits 
except for her accrued paid leave, any unused sick or vacation time, and the required offer of 
COBRA benefits. At the option of Silveira, she may continue on the payroll or receive a lump 
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sum, except that all accrued leave will be paid at the time of separation without the accrual of 
health, vacation, or other benefits during said period; or 

(2) Provide six (6) months’ notice to Silveira during which time Silveira shall 
retain her position, perform all City Manager duties, including receipt of full salary and benefits. 
At the end of the six-month period, she will then separate from City service with no further 
liability to City except for her accrued paid leave, any unused sick or vacation time, and the 
required offer of COBRA benefits. 

C. In the event at any time during the term of this Agreement, the City Council 
approves a motion to terminate Silveira in closed session, then, in that event, Silveira may, at 
her option, choose to resign her office instead of being terminated and be deemed 
“terminated” at the date of such resignation within the meaning and context of the severance 
pay provision in paragraph 3(B). 

D. Consideration of Silveiras’s termination by the City Council may not occur within 
ninety (90) days after a General Municipal Election or Special Election wherein a new member 
or members are elected to the City Council. Any decision to terminate or not renew the 
Agreement shall be made in closed session and confirmed in a public meeting. If Silveira invokes 
the resignation option under paragraph 3(C), the public announcement as provided for in 
paragraph 3(D) will note Silveira has resigned and the provision of paragraph 3(C) remain 
applicable. 

E. Silveira may voluntarily terminate her employment, by resignation or retirement, 
at any time during the term of this Agreement, subject to at least thirty days' written notice by 
Silveira to City, unless the City Council and Silveira agree otherwise. In such case, City shall have 
no further obligation to provide payments and benefits, including severance benefits, upon the 
effective date of termination of employment and the employer/employee relationship between 
the parties shall automatically expire of its own accord without further liability to either party, 
other than that Silveira shall be paid her accrued leave and any unused sick or vacation time. 
This paragraph does not apply if Silveira invokes the resignation option under paragraph 3(C). 

F. In the event that termination is the result of an illegal act by Silveira, including 
but not limited to the acts described in F(l) through F(5) below, the provisions of paragraphs, 
3(B) through 3 (E) shall not be applicable, unless otherwise determined by the City Council: 

(1) Malfeasance, dishonesty for personal gain, or moral turpitude, willful or 
corrupt misconduct or conviction of any felony; 

(2) Willfully causing damage to public property or willfully wasting public 
supplies; 

(3) Specific acts or conduct which brings scandal or disrepute to the City; 
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(4) Insubordination, which shall mean the willful refusal to obey lawful 
directions of the City Council;  

(5) Absence without leave 

(6) Use of alcohol or drugs that impedes performance of duties; or 

(7) Conviction of a felony or misdemeanor involving moral turpitude (a plea 
or verdict of guilty or a conviction following a plea of nolo contendere is deemed a conviction 
for this purpose). 

G. In the event Silveira dies while employed by the City, her beneficiaries or those 
entitled to her estate shall be paid any earned salary and accrued leave at Silveira’s pay rate on 
the date of death. 

4. SALARY 

The City Council will establish the initial salary for the City Manager by including same in 
the annual salary resolution. This initial annual salary for the City Manager position shall be the 
sum of $115,000 payable in bi-monthly installments. If her contract is not renewed then Silveira 
is free to seek other employment, and Council shall have no further obligation to Silveira except 
as provided in this Agreement. Annual salary adjustments shall be based on her annual 
evaluations and be established as a percentage increase of her current salary or such other 
benefits as the parties may choose to negotiate. 

5. BENEFITS 

The City Manager shall be entitled to the following City benefits: 

A. Cal PERS retirement at the 2.5%@ 55 formula with Silveira paying the full 
employee share of the retirement contribution and City paying the full Employer share. 

B. Sick time accrued at the rate of one (1) day per month and vacation time at the 
rate of twenty (20) days per year per existing City policy. Vacation days may be accrued up to 
400 hours and will accrue per standard City policy. 

C. Two (2) weeks annual paid administrative leave with one week to be used with 
one week available to be cashed out within each fiscal year. 

D. A car allowance of $400.00 per month for travel within a 40-mile radius of City 
Hall. This allowance is in lieu of mileage reimbursement or other expenses that may be incurred 
by Silveira in connection with her use of her own automobile for City purposes. For travel 
beyond a 40-mile radius from City Hall for City business, City shall reimburse Silveira for mileage 
at the IRS rate then applicable or for the cost of a rental car, at Silveira’s discretion. In 
consideration for said allowance/reimbursement, Silveira shall be responsible for all costs of 
maintenance and operation of her vehicle. Silveira shall at all times maintain automobile 
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liability insurance on any vehicle used by her in the course of City employment. Such insurance 
shall have coverage limits acceptable in form and amounts to City. Silveira shall provide a 
certificate or other evidence of such insurance to City. Silveira acknowledges that this 
allowance will be subject to payroll taxes unless she maintains the records required by law to 
permit other treatment of this allowance 

E. A cell phone stipend of $100.00 per month 

F. A technology allowance of $1,250 per year available on a reimbursement basis 
(not subject to income tax) or in a lump-sum cash payment (subject to income tax)  

G. A signing bonus of $1,500 paid annually on the last pay period in June; provided 
that no signing bonus shall be paid in any fiscal year in which Silveira receives a cost of living 
adjustment in her salary. 

H. The City Manager shall be entitled to REMIF sponsored Health Insurance at the 
single rate with 76% paid by City and 24% paid by the employee. All other insurance benefits 
(life, disability, dental and vision) shall remain 100% paid by City per existing city policy. 

6. PERFORMANCE EVALUATIONS 

The City Council shall review and evaluate the annual performance of the City Manager 
by May 30 of each year. Such review and evaluation shall be in accordance with the specific 
criteria developed by the City Council in consultation with the City Attorney and Silveira. The 
City Council may provide Silveira with their written comments and will discuss the review with 
Silveira, at the choice of either the City Council or the City Manager. The annual performance 
evaluation will also include a review of Silveira’s salary. Annual salary adjustments shall be 
based on her evaluation and be established as a percentage increase of her current salary or 
such other benefits as the parties may choose to negotiate. 

7. INDEMNIFICATION 

The City shall defend, hold harmless, and indemnify Silveira against any tort, 
professional liability claim, or demand, or civil rights or other legal action, arising out of any act, 
event or omission occurring in the performance of Silveira’s professional duties as City 
Manager, except to the extent that her actions are the result of gross negligence or willful 
misconduct. The City will defend, compromise, or settle any such claim or suit, as appropriate, 
and pay the amount of any settlement or judgment rendered thereon. This indemnification 
shall extend beyond termination of employment or other expiration of this Agreement, to 
provide full and complete protection to Silveira for acts undertaken or committed by Silveira in 
her capacity as City Manager, regardless of whether receipt of notice or filing of any claim or 
lawsuit occurs during or following her employment with the City. The provisions of California 
State law may limit the extent of defense or indemnification. 
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8. PROFESSIONAL DEVELOPMENT 

City Council agrees to budget for and pay reasonable professional dues, subscriptions, 
courses, institutes, seminars, and travel and subsistence expenses of Silveira for participation in 
professional activities required by law or necessary to continue her professional development 
including her annual ICMA dues. Participation in conferences sponsored by entities such as the 
California League of Cities, REMIF, and such other, state, regional and local government groups 
and committees in. which participation is beneficial to the City of Lakeport to her profession is 
encouraged, and City agrees to budget and pay for reasonable travel, cell phone, and other 
reasonable expenses incurred in the performance of the job functions of City Manager. 

9. BINDING AGREEMENT 

The Agreement reflects the complete Agreement between the parties. The Agreement 
shall be binding and inure to the benefit of the heirs of the estate of Margaret Silveira. 

10. NOTICE 

Notices required pursuant to this Agreement shall be given by personal service upon the 
party to be notified or by delivery of same to the custody of the United States Postal Service, or 
its lawful successor, postage prepaid and addressed as follows: 

CITY OF LAKEPORT 
City of Lakeport 
Attention: City Clerk 
225 Park Street 
Lakeport, CA 95453 

With a courtesy copy to the City Attorney at the following address or the address then 
shown in the records of the City for the City Attorney: 

David J. Ruderman, Esq. 
Lakeport City Attorney 
420 Sierra College Drive, Ste. 140 
Grass Valley, CA 95945 

EMPLOYEE 
Margaret Silveira 
P.O. Box 1133 
Lakeport, CA 9S453 

11. INTERPRETATION OF AGREEMENT 

Should interpretation of this Agreement or any portion thereof be necessary, it is 
deemed that this Agreement was prepared by the parties jointly and equally, and shall not be 
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interpreted against either party on the ground that the party prepared the Agreement or 
caused it to be prepared. 

12. AMENDMENTS; WAIVERS 

This Agreement may not be amended except by an instrument in writing, signed by each 
of the parties. No waiver of any provision of this Agreement shall be deemed or shall constitute 
a waiver of any other provision whether or not similar, nor shall any such waiver constitute a 
continuing or subsequent waiver of the same provision. No waiver shall be binding, unless 
executed in writing by the party making the waiver. 

13. COUNTERPARTS 

This Agreement may be executed in one or more counterparts, each of which shall be 
deemed an original, all of which together shall constitute one and the same instrument. An 
authenticated facsimile signature shall be deemed equal to an original. 

14. ENTIRE AGREEMENT 

This Agreement constitutes the entire Agreement of the parties considering the subject 
matter hereof and all prior agreements or understandings, oral or written, are hereby merged 
herein. This Agreement shall not be amended in any way except by a writing expressly 
purporting to be such an amendment, signed, and acknowledged by both of the parties 
thereto. 

15. SEVERABILITY 

If any provision of this Agreement, or its application to any person, place or 
circumstance, is held by an arbitrator or a court of competent jurisdiction to be invalid, 
unenforceable, or void, such provision shall be enforced to the greatest extent permitted by 
law, and the remainder of this Agreement, and such provision as applied to other persons, 
places and circumstances, shall remain in full force and effect. 

16. GOVERNING LAW; VENUE 

This Agreement shall be construed under and governed exclusively by the laws of the 
State of California, and venue shall lie exclusively in Lake County, California.  

The signatures of the parties below indicate that each has read and understood the 
Agreement and will abide by the terms stated herein. 
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The parties have executed this Agreement on the dates noted. 

 CITY COUNCIL OF THE CITY OF LAKEPORT 

 

 ______________________________ 
 MARC SPILLMAN, Mayor 

ATTEST: Dated: ________________________ 

 

_________________________________ ______________________________ 
KELLY BUENDIA, City Clerk MARGARET SILVEIRA, City Manager 

 Dated: ________________________ 
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CITY OF LAKEPORT 
City Council  

City of Lakeport Municipal Sewer District  
Lakeport Redevelopment Successor Agency  

 

STAFF REPORT 

RE:   Introduction of an Ordinance adding Chapter 5.24 to the 
Lakeport Municipal Code Regulating Solicitation on Private 
Property 

MEETING DATE:   05/17/2016 

SUBMITTED BY:   Lt. Ferguson 

PURPOSE OF REPORT:        Information only       Discussion      Action Item 

 

WHAT IS BEING ASKED OF THE CITY COUNCIL/BOARD: 

The City Council is being asked to introduce a proposed Solicitation Ordinance to address solicitors/panhandlers 
within the incorporated city limits of Lakeport. 

BACKGROUND/DISCUSSION:   

Within the past two years, the City of Lakeport has experienced an increase in subjects soliciting money, food or 
services from citizens in the community.  These solicitors are typically associated with the homeless population 
and located at various retail establishments throughout the city wherein; civilian traffic is heavy.  At times, the 
Police Department is called upon when solicitors become too aggressive after being denied money and asked to 
leave the premises by representatives of the property.   Currently, the officers are not allowed by law to request 
the solicitor to leave private property such as, Safeway, without first having the property owner, or their 
representative, make the advisement to leave the property.   Law Enforcement has made effort to consult with 
property owners and corporate executives regarding prevention of solicitation on their properties with negative 
results.  Without the ability to regulate soliciting under these circumstances, it is likely the solicitors will 
continue to aggressively panhandle within our community. 

The purpose of the solicitation ordinance is two-fold:  One, the ordinance will regulate solicitation by requiring a 
permit, free of charge, for those who wish to solicit in any place of public accommodation, in any place of 
business open to the public generally, on city streets and sidewalks, in the public parks, or in any public places.   
Two, this ordinance will provide officers the ability to request solicitors to leave private properties such as, 
Safeway and Kmart, if the solicitors do not have a permit.  

OPTIONS: 

1. Introduce the proposed Solicitation Ordinance and set a Public Hearing date for June 7, 2016. 
2. Provide input and refer back to staff for changes 
3. Reject proposed solicitation ordinance 

FISCAL IMPACT: 

 None   Budgeted Item?   Yes   x  No 
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Budget Adjustment Needed?   Yes    No   If yes, amount of appropriation increase:  $      

Affected fund(s): x  General Fund    Water OM Fund    Sewer OM Fund    Other:       

Comments:   There is no fee associated with the permit.   

SUGGESTED MOTIONS: 

Move to introduce the first reading of the proposed Solicitation Ordinance and set a public hearing for June 7, 
2016. 

    Attachments: 1. Proposed Solicitation Ordinance 

  



ORDINANCE ____ (2016) 
 

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF LAKEPORT ADDING CHAPTER 5.24 OF 
TITLE 5 OF THE LAKEPORT MUNICIPAL CODE REGULATING SOLICITATION 

 
THE CITY COUNCIL OF THE CITY OF LAKEPORT DOES ORDAIN AS FOLLOWS: 
 
SECTION 1. Addition of Chapter 5.24 “Solicitation ”. Chapter 5.24 “Solicitation” of Title 5 
of the Lakeport Municipal Code is hereby added in its entirety: 

 
 
 

Chapter 5.24 
 

SOLICITATION 
Sections: 
5.24.010 Purpose and Intent 
5.24.020 Definitions 
5.24.030 Solicitation Permit Required 
5.24.040 Exemptions 
5.24.050 Application for Permit 
5.24.060 Issuance of Permit 
5.24.070 Term of Permit 
5.24.080 Identification Card 
5.24.090 Revocation of Permit 
5.24.100 Appeals 
5.24.110 Manner of Solicitation and Prohibition 
5.24.120 Violations; Penalties 
 
 
5.24.010 Purpose and Intent. 
 
 A. The purpose of this chapter is to regulate solicitation in the city to allow residents 
to protect their peace and tranquility, to allow the free and safe flow of pedestrian and 
vehicular traffic, and to deter fraud and other criminal behavior. It is the intent of this chapter to 
respect the rights of free expression guaranteed by the California and United States 
Constitutions; to constitute reasonable, content-neutral, time, place and manner restrictions; 
and to impose the smallest burden on expressive activity necessary to accomplish the objectives 
of this chapter. This chapter shall be construed in light of this intent. 
 
 B. The exclusion of religious and political motivations from the purposes for 
solicitation regulated by this chapter is intended to provide greater protection for such 
expressive activity as required by such judicial decisions as Watchtower Bible & Tract Society of 
New York, Inc. v. Village of Stratton (2002) 536 U.S. 150, and not to require city officials to 
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determine what does and does not constitute bona fide religious and political motives except as 
necessary to do so. Accordingly, in the enforcement of this chapter, city officials shall accept 
claims that activity is politically or religiously motivated unless evidence is obtained 
demonstrating those claims to be untruthful. 
 
5.24.020 Definitions. 
 
 Unless it is apparent from the context that another meaning is intended, the following 
words in this chapter shall have the meaning ascribed to them by this section. 
 
 A. “Charitable” shall mean and include activity, either actual or purported, that is 
philanthropic, social service, welfare, benevolent, educational, and fraternal—but not religious 
or political—in character. 
 
 B. “Solicit” and “Solicitation” shall mean the request, directly or indirectly, of 
money, credit, property, financial assistance, patronage or other things of value; hawking, 
peddling, or vending for charitable or commercial purposes; or offering to perform services for 
payment. A “solicitation” shall be deemed completed when made, whether or not the person 
making the same receives any contribution or makes any sale referred to in this subsection. 
“Solicit” or “Solicitation” includes activity conducted door to door, in any place of public 
accommodation, in any place of business open to the public generally, on city streets and 
sidewalks, in the public parks, or in any public places. “Solicit” and “solicitation” shall also mean 
and include the following methods of securing money, patronage, credit, property, financial 
assistance or any other thing of value: 
 
 1. Any oral or written request; 
 
 2. The distribution, circulation, posting or publishing of any handbill, written 
advertisement or other publication, unless such handbill or written advertisement has been 
placed within a business open to the public generally with the express permission of the owner 
or operator of such business; 
 
 3. The offer, sale or taking of orders for any goods, services, merchandise, wares or 
other tangible items. 
 
5.24.030 Solicitation Permit Required. 
 
 No person shall engage in solicitation, as that term is defined in section 5.24.020, within 
the city without having first obtained a permit from the city manager or his or her designee; but 
when a permit has been issued to any person, the agents and solicitors for such person shall not 
be required to obtain individual permits. 
 
5.24.040 Exemptions. 
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 This chapter shall not apply to solicitations made upon premises owned or occupied by 
the organization on whose behalf such solicitation is made. 
 
5.24.050 Application for Permit. 
 
 A. An application for permit to solicit, or for renewal of such a permit, shall be made 
to the city manager upon forms prescribed by the city manager and signed under penalty of 
perjury. The application shall be filed with the city manager at least seven calendar days before 
a permit to conduct a solicitation may become effective; provided, however, that the city 
manager may for good cause shown allow the filing of a late application. The city manager shall 
grant or deny the permit within five business days after the application is made. In the event the 
city manager fails to act upon a permit within the time prescribed herein, the permit shall be 
deemed granted. 
 
 B. An application for a new or renewed solicitation permit shall contain at least the 
following information: address, telephone and other contact information for the applicant; the 
purpose for which the solicitation is to be made; the total amount of any funds to be raised 
thereby, if any; the use or disposition to be made of any receipts; an outline of the method or 
methods to be used in conducting the solicitations, including dates and times for the 
commencement, conduct and termination of the solicitation; a statement to the effect that if a 
permit is granted, it will not be used or represented in any way as an endorsement by the city or 
by any department, officer or employee thereof; the names of other cities or unincorporated 
areas in which the person registering has solicited or proposes to solicit within the month 
preceding or following the period in which the person seeks to solicit in the city; and if the 
applicant is unable to provide any of the foregoing information, the reasons why such 
information is not available. 
 
 C. If, while any application is pending, or during the term of any permit, there is any 
change in fact, policy, or method that would alter the information given in the application, the 
applicant shall notify the city manager in writing thereof within 24 hours after such change, 
provided that notice need not be given the city manager other than on a day when city hall is 
open for business. 
 
5.24.060 Issuance of Permit. 
 
 A. The city manager or his or her designee shall issue a permit for solicitation unless 
any of the following have been demonstrated: 
 
 1. The applicant has failed to provide the required information or to articulate a 
reasonable basis for his or her inability to do so; 
  
 2. Any statement made in the application is untrue; or 
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 3. The proposed time, place or manner of solicitation is inconsistent with any 
provision of this code or other applicable law, or poses a threat to the public health or safety. 
 
 B. If the city manager denies a permit to any applicant, the city manager, within the 
time for action on an application set forth in paragraph (A) of section 5.24.050, shall arrange to 
send by registered mail or personal delivery written notice of the denial to the applicant, stating 
the reasons for such denial. The city manager may use fax, email or any other means reasonably 
calculated to give actual notice to the applicant. 
 
5.24.070  Term of Permit. 
 
 All permits issued under this chapter shall be valid for 30 calendar days unless renewed, 
revoked or suspended pursuant to this chapter. Upon good cause shown, the city manager may 
issue a permit valid for more than 30 calendar days, but in no event shall a permit be valid for 
more than six months. Any permit issued under this chapter shall not be transferable or 
assignable. 
 
5.24.080 Identification Card. 
 
 All persons to whom permits have been issued hereunder shall furnish an identification 
card to each of their agents and solicitors, which card is required to be in the possession of each 
agent and solicitor and presented upon request when soliciting in the city. Identification cards 
shall include at least the following: the permit number; the name and address of the permittee; 
a statement describing the permittee’s purpose and activity; the signature of the permittee or 
one authorized to bind the permittee; the name and signature of the solicitor to whom the card 
is issued; the period of time during which the solicitation is authorized; and, printed 
prominently thereon in red, the statement, “This identification card is not an endorsement of 
any solicitation by the City of Grass Valley or any of its officers or employees.” 
 
5.24.090 Revocation of Permit. 
 
 If it is shown that any person to whom a permit has been issued under this chapter has 
violated any provision of this chapter or of any other law in connection with solicitation in the 
city, the city manager shall immediately suspend the permit and shall notify the permit holder 
within two business days of the suspension as specified in section 5.24.060 for a notice of denial 
of a solicitation application, stating the reasons for the suspension.  
 
5.24.100  Appeals. 
 
 If an applicant or permittee is aggrieved by any action of the city manager to deny, 
suspend or revoke a permit, he or she may appeal to the city council by filing within 15 calendar 
days of the decision a written statement with the city clerk setting forth reasons for the appeal. 
The city clerk shall set a time and place for hearing the appeal at the next regularly scheduled 
council meeting which occurs more than 84 hours after the notice of appeal is received and 
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shall notify the applicant or permit holder of the time and place of hearing. The city council may 
affirm, reverse or affirm with conditions, the decision of the city manager and shall apply the 
standards of this chapter in doing so. Unless the city council unconditionally approves the 
permit, it shall state the reasons for its decision in writing. The Council may delegate its decision 
to a hearing officer provided that the decision of that officer is provided to the appellant not 
later than 84 hours after the Council timely acts under this section. The action of the city council 
or hearing office shall be final as to the city, but shall be subject to judicial review pursuant to 
Code of Civil Procedure, section 1094.5.  
 
5.24.110  Manner of Solicitation and Prohibitions. 
 
 No person shall do any of the following when engaged in solicitation: 
 
 A. Solicit without a permit or solicit without carrying on his or her person the 
identification card required by this chapter. 
 
 B. Solicit after a permit has expired. 
 
 C. Solicit at any dwelling, including but not limited to a house, apartment, or 
condominium at which is displayed a sign reading “No Solicitations,” “Do Not Disturb,” or any 
other indication that the occupants do not wish to be solicited or to have their privacy 
otherwise disturbed. 
 
 D. Touch, come into physical contact with, or affix any object to the person of any 
member of the public, without the express permission of that person. 
 
 E. Persistently and importunately solicit any member of the public after such 
person expresses his or her desire not to be solicited. 
 
 F. Intentionally obstruct the free movement of any member of the public on any 
street, sidewalk or other place or in any place open to the public. 
 
 G. Threaten any harm to any person who declines to be solicited. 
 
 H. Misrepresent his or her physical or mental health. 
 
 I. Solicit for any purpose other than those specified in the application upon which 
the permit was issued. 
 
 J. While the occupant of a moving vehicle, solicit, or attempt to solicit, business or 
contributions of money or other property, from a person within the public right-of-way who is 
not in that same vehicle. 
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 K. Solicit, or attempt to solicit, business or contributions of money or other 
property, from a person who is the occupant of a moving vehicle or a vehicle stopped in traffic 
while the solicitor is not in that same vehicle. 
 
5.24.120 Violations; Penalties. 
 
 Any person who intentionally violates any provision of this chapter is guilty of a 
misdemeanor punishable as provided in Chapter 1.08 of this code. 
 
SECTION 2. Severability. Should any provision of this Ordinance, or its application to any 
person or circumstance, be determined by a court of competent jurisdiction to be unlawful, 
unenforceable or otherwise void, that determination shall have no effect on any other provision 
of this Ordinance or the application of this Ordinance to any other person or circumstance and, 
to that end, the provisions hereof are severable. 
 
SECTION 3. CEQA.  This ordinance is not a “project” subject to the California 
Environmental Quality Act (CEQA). “Project” does not include “general policy and procedure 
making” or “[o]rganizational or administrative activities of governments that will not result in 
direct or indirect physical changes in the environment” pursuant to CEQA Guidelines § 15378(b). 
In addition, this ordinance is exempt from CEQA because it does not apply to the modification, 
structuring, restructuring, or approval of rates, tolls, fares, or other charges by public agencies 
that are not designed to increase services or expand a system pursuant to CEQA Guidelines 
§15273. 
SECTION 4. Effective Date. This Ordinance shall take effect thirty (30) days after 
adoption as provided by Government Code section 36937.  
 
SECTION 5. Certification. The City Clerk shall certify to the passage and adoption of this 
Ordinance and shall give notice of its adoption as required by law. Pursuant to Government 
Code section 36933, a summary of this Ordinance may be published and posted in lieu of 
publication and posting the entire text. 
 
INTRODUCED and first read at a regular meeting of the City Council on the 17th day of May 
2016, by the following vote:  
AYES:  
NOES:  
ABSENT:  
ABSTAINING:  
 
FINAL PASSAGE AND ADOPTION by the City Council occurred at a meeting thereof held on the 
7th day of June, 2016, by the following vote:  
AYES:  
NOES:  
ABSENT:  
ABSTAINING 
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___________________________  
MARC SPILLMAN, Mayor  
 
 
 

ATTEST:  
 
 
 
____________________________________  
KELLY BUENDIA, City Clerk 
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CITY OF LAKEPORT 
City Council  

City of Lakeport Municipal Sewer District  
Lakeport Redevelopment Successor Agency  

Lakeport Industrial Development Agency   
Municipal Financing Agency of Lakeport   

STAFF REPORT 

RE:   Authorization to submit Active Transportation Program Grant 
Application for the Hartley Street Pedestrian Improvement 
Project 

MEETING DATE:   5/17/2016 

SUBMITTED BY:   Kevin M. Ingram, Community Development Director 
Doug Grider, Public Works Superintendent 

PURPOSE OF REPORT:        Information only       Discussion      Action Item 

 

WHAT IS BEING ASKED OF THE CITY COUNCIL/BOARD: 

The City Council is being asked to adopt a resolution and authorize staff to prepare an Active Transportation 
Program grant in conjunction with the Lake Area Planning Council seeking funding for pedestrian improvements 
to Hartley Street between 20th Street and the City Limits.  Additionally, the Council is being requested to 
authorize the Mayor to issue a letter or support for the project. 

BACKGROUND/DISCUSSION:   

In 2008, the City of Lakeport received a grant for $500,000 from Caltrans through the Safe Routes to School 
(SFRTS) program for the design and construction of an approximately 0.3 mile section of new sidewalk, sections 
of new roadway, and retaining wall structures to provide pedestrian and bikeway improvements along Hartley 
Street between the intersection with 20th Street and the City Limits to the north.  The grant also included a 10% 
match of approximately $50,000 in local funds.  As part of this project the City together with the Lakeport 
Unified School District, local law enforcement and other entities also engaged in an extensive public outreach 
campaign with school children promoting pedestrian and bicycle safety.  This outreach included parent surveys, 
bike rodeos, walking school bus and other activities.  $500,000 Project History. 
 
Green Valley Consulting Engineers out of Sebastopol, was selected by the City for engineering and design of the 
project.  Upon completion of the design, total construction costs drastically exceeded available funds through 
the SFRTS grant and the City was not able to complete the project. 
 
On September 26, 2013, Governor Brown signed legislation creating the Active Transportation Program (ATP) in 
the Department of Transportation (Senate Bill 99, Chapter 359 and Assembly Bill 101, Chapter 354). The ATP 
consolidates existing federal and state transportation programs, including the Transportation Alternatives 
Program (TAP), Bicycle Transportation Account (BTA), and State Safe Routes to School (SR2S), into a single 
program with a focus to make California a national leader in active transportation.  
 
The purpose of ATP is to encourage increased use of active modes of transportation by achieving the following 
goals:  

• Increase the proportion of trips accomplished by biking and walking,  
• Increase safety and mobility for non-motorized users,  
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• Advance the active transportation efforts of regional agencies to achieve greenhouse gas (GHG) 
reduction goals,  

• Enhance public health,  
• Ensure that disadvantaged communities fully share in the benefits of the program, and  
• Provide a broad spectrum of projects to benefit many types of active transportation users. 

 
The Hartley Street pedestrian improvement project is listed as a high priority in both the 2009 Lake County Safe 
Routes to School Plan and the 2016 Active Transportation Plan which is expected to be adopted by the Lake APC 
in the next couple of months.  The third cycle of funding for the ATP is currently being solicited and applications 
for prospective projects are due in mid-June.  In reviewing the goals of the ATP, the City and Lake APC believe 
that the Hartley Street pedestrian improvement project is the best candidate for this grant cycle. 
 
The City of Lakeport Public Works and Community Development Department are preparing the grant application 
for this project.  Lake APC will be assisting the City with some of the grant preparation requirements, including 
the collection of bicycle and pedestrian counts in the project area.  The City Engineer is preparing construction 
cost estimate and project scoping report for the project.   
 

OPTIONS: 

1. Adopt the proposed Resolution and authorize the issuance of a letter of support for the project as presented 
by staff. 
 

2. Direct staff to make modifications or revisions to the proposed Resolution. 
 

3. Take no action or take action to deny the proposed Resolution. 
 
Alternatively, the City Council could provide other direction. 

FISCAL IMPACT: 

 None  $      Budgeted Item?   Yes    No 

Budget Adjustment Needed?   Yes    No   If yes, amount of appropriation increase:  $      

Affected fund(s):  General Fund    Water OM Fund    Sewer OM Fund    Other: Fund 130: General 
Capital Improvements; Fund 414: Storm Drainage 

Comments:  At this time no local project funding is being requested.  If the City is awarded ATP funds some local 
match funds will be required. 

SUGGESTED MOTION: 

Move to approve the resolution authorizing the City Manager to submit an Active Transportation Program grant 
application for the Hartley Street pedestrian improvements project and authorize the mayor to submit a letter 
of support for the project.  

 

    Attachments: 1. Resolution 
2. Draft Letter of Support 
3. Project Area Map 
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RESOLUTION NO.      (2016) 
 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF LAKEPORT 
AUTHORIZING THE APPLICATION FOR AN ACTIVE TRANSPORTATION 

PROGRAM GRANT FOR THE FUNDING OF THE HARTLEY STREET PEDESTRIAN 
IMPROVEMENT PROJECT 

 
 

WHEREAS, The State of California, Department of Transportation has issued a Notice of Funding 
Availability dated March 16, 2016, under its Active Transportation Program (ATP); 
 
WHEREAS, the City of Lakeport desires to apply for an ATP grant for pedestrian improvements to 
Hartley Street between 20th Street and the City Limits to the north under the current ATP funding cycle. 
 
WHEREAS, Caltrans is authorized to approve funding allocations for the ATP, subject to the terms and 
conditions of the ATP Cycle 3 Call-for-projects and Local Assistance ATP Program Guidelines; 
 
NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF 
LAKEPORT AS FOLLOWS: 
 

1. The City Council hereby approves the submittal of an ATP grant application for the 
Hartley Street Pedestrian Improvement Project to be submitted to Caltrans. 

 
2. The City Manager is authorized to execute the ATP application and to perform all other 

acts necessary for the award of the ATP Grant. 
 
 
The foregoing Resolution was adopted at a regular meeting of the City Council of the City of Lakeport 
held on the on the 17th day of May, 2016 by the following vote: 
 
 
AYES:   
NOES: 
ABSTAIN: 
ABSENT: 
 
       APPROVED: 
 
 
 
       _______________________________ 
       MARC SPILLMAN, Mayor 
       City of Lakeport 
ATTEST: 
 
 
 
_________________________________ 
KELLY BUENDIA, City Clerk 
City of Lakeport 
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May 17, 2016 
 
Mr. Douglas Grider 
Superintendent of Public Works 
City of Lakeport 
591 Martin Street 
Lakeport, CA 95453 
 
RE: Support letter for Hartley Street Safe Routes to School Active Transportation Program (ATP) 
 grant application 
 
Dear Mr. Grider: 
 
On behalf of the Lakeport City Council, I am writing to express my strong support for the Active 
Transportation Program (ATP) grant application to construct Safe Routes to School infrastructure 
improvements for Hartley Street in the City of Lakeport.  This project will provide a safer route for 
pedestrians as well as help encourage students to walk to school.  Students will be able to walk to school 
without walking in the traffic lane on a curvy road with limited visibility. 

This project will provide better access for students living within the City limits, reducing the need for 
parent drivers and increased traffic in residential neighborhoods.  This particular project has been 
identified through both the Lake County Active Transportation Plan (2016) and Lake County Safe Routes 
to School Plan (2009) as a priority project for the Lakeport community.  A number of Lakeport students 
have limited transportation options.  Having pedestrian access in the neighborhood can improve their 
ability to safely travel between home and school.  The City of Lakeport continues to develop a network 
of pedestrian access, and this project will provide an important link in the network for students and 
residents in the northern portion of the City. 

I am fully supportive of the efforts to better public health in our community.  Safe Routes to School 
projects are designed to increase opportunities for physical activity among students and adults.  Many 
students walking to school are walking in areas with no sidewalk.  Increased opportunity for physical 
activity is also is highly encouraged.   

I fully support the ATP grant application on Hartley Street to install a sidewalk in an effort promote safer 
pedestrian access in the school area. 

 

Sincerely, 

 

MARC SPILLMAN, Mayor 
City of Lakeport 
 

CITY OF LAKEPORT 
Over 100 years of community 
pride, progress and service 

225 PARK STREET • LAKEPORT, CALIFORNIA 95453 • TELEPHONE (707) 263-5615 • FAX (707) 263-8584 

ATTACHMENT 2



16TH

HA
RT

LE
Y

20TH

LA
KE

SH
OR

E

19TH

HI
GH

ADAMS
SAYRE

FO
RE

ST

HILLCREST
BOGGS

AS
HE

FAIRVIEW

RAINBOW

PAGE

BEACH

GI
SE

LM
AN

LANGESUNSET

17TH

MA
IN

HO
WA

RD

GR
EE

N

ME
LL

OR

GLENVIEW

PA
LM

WI
NT

ER

LO
CH

JONES

MARIAH

OR
CH

ID

JERRY
ANASTASIA

MO
NT

AN
A

DEL LAGO

DE
L C

AB
AN

A

TERRACE

HE
AL

TO
N

ROBLES

15TH

KE
LL

Y R
OS

E

17TH

BE
AC

H

ME
LL

OR

Projected coordinate system name: NAD 1983 State Plane California II FIPS 0402 Feet 
Geographic coordinate system name: GCS North American 1983
Data Provided by North Star Precision Mapping, LLC Travis Engstrom, President 
339 Faulkner Street Mountain House, CA 95391 510-590-7984 tengstrom@nspmaps.com

City of Lakeport, CA

0 610 1,220305 Feet

1 inch = 500 feet

Hartley Street ATP Grant Application Project Area

I

ATTACHMENT 3



CITY OF LAKEPORT 
City Council  

City of Lakeport Municipal Sewer District  
Lakeport Redevelopment Successor Agency  

Lakeport Industrial Development Agency   
Municipal Financing Agency of Lakeport   

STAFF REPORT 

RE:   Utility Rate Review and Consideration of Sewer Rate 
Adjustment Delay 

MEETING DATE:   5/17/2016 

SUBMITTED BY:   Daniel Buffalo, Finance Director 

PURPOSE OF REPORT:        Information only       Discussion      Action Item 

 

WHAT IS BEING ASKED OF THE CITY COUNCIL/BOARD: 

Receive a report on the effects of the water and sewer rate adjustments approved by Council in 2012 and 
consider staff recommendation to delay final adjustment to the sewer enterprise and reduce sewer rate for 
vacant service addresses. 

BACKGROUND/DISCUSSION:   

Council adopted rate adjustments to the water and sewer enterprises following a cost of service study in 2012.  
Staff has analyzed the effects of those adjustments, taking into consideration the drought and subsequent water 
conservation measures and is reporting those findings. 

OPTIONS: 

1. Approve the recommendation as presented by staff and schedule a public hearing to begin the process 
to delay the July 1, 2016 sewer rate adjustment to July 1, 2017 and reduce the sewer rate for all accounts 
for which the service address is vacant and not receiving water service to half the current rate for the 
appropriate service/customer class. 
 

2. Do not approve but provide direction to staff. 

FISCAL IMPACT: 

 None  $ Budgeted Item?   Yes    No 

Budget Adjustment Needed?   Yes    No   If yes, amount of appropriation increase:  $      

Affected fund(s):  General Fund    Water OM Fund    Sewer OM Fund    Other:  

Comments:  Sewer rates are expected to be 7% higher than anticipated in 2016 adequately capturing the 
revenue requirement for sewer operations, debt service, reserve enhancement, and capital improvements for 
this time period.  Delay of the final adjustment is not expected to adversely impact the sewer enterprise in 2016. 
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SUGGESTED MOTIONS: 

Move to approve staff’s recommendation as presented and schedule a public hearing at Council’s regularly 
scheduled meeting of June 7, 2016 to consider: 

1. Delaying the implementation of the sewer rate adjustment scheduled for July 1, 2016 to July 1, 2017; and  
2. Reducing the rate to half the current, appropriate rate for any account for which the service address is 

vacant and water service is not being used. 

    Attachments: 1. Utility Financial Review, 5/17/216 (PowerPoint) 
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UTILITY FINANCIAL REVIEW
MAY 17, 2016
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AGENDA
• BACKGROUND

• REVIEW OF REVENUE AND EXPENDITURES
• 5 YEARS, FULL FORECAST

• PROJECTED (COST OF SERVICE STUDY, 2012)

• 3 YEARS ACTUALS 
• (CAFR)

• COMPARISON TO SURROUNDING AGENCIES

• RECOMMENDATIONS

• QUESTIONS/COMMENTS/DISCUSSION
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WATER
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BACKGROUND

• COST OF SERVICE STUDY COMPLETED 2012
• DEFERRED CAPITAL
• APPROACHING INSOLVENCY
• REVENUE ENHANCEMENT RECOMMENDED

• PURPOSE OF RATE ADJUSTMENT:
• PROVIDE SUFFICIENT RESOURCES FOR M&O
• ADDITIONAL DEBT SERVICE FOR ENHANCED CIP

• USDA LOAN
• OTHER (E.G. SRF)

• NOMINAL CIP (NON-DEBT FINANCING)
• BUILD RESERVES

• CONSIDERATIONS:
• AFFORDABILITY
• 4-YEAR IMPLEMENTATION
• 80.8% INCREASE BY 2016

• ANNUAL AVERAGE 17.5%

WATER
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ACTUALS COMPARISON
3 YEARS (2013, 2014, 2015)

PROJECTED ACTUALS VARIANCE

REVENUE (FROM RATES) $5,174,430 $5,156,889 -0.34%

EXPENDITURES:

SERVICES AND SUPPLIES 1,572,051 1,496,266 -4.82%

PERSONNEL 2,257,116 2,169,530 -3.88%

NET OPERATING $1,345,263 $1,491,093 10.84%

NON-OPERATING ($1,340,822) ($108,898) -91.8%

NET INCREASE (DECREASE),

WORKING CAPITAL $4,441 $1,382,195
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FORECASTED COMPARISON
5 YEARS (2013-2017)

PROJECTED FORECAST VARIANCE

REVENUE (FROM RATES) $9,757,684 $9,219,679 -5.51%

EXPENDITURES:

SERVICES AND SUPPLIES 2,717,096 2,954,081 8.72%

PERSONNEL 3,906,411 3,758,064 -3.80%

NET OPERATING $3,134,177 $2,507,534 -19.99%

NON-OPERATING ($2,798,859) ($2,511,675) -10.2%

NET INCREASE (DECREASE),

WORKING CAPITAL $335,318 ($4,141)
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RATE REVENUE COMPARED

Revenue from rates Actual/
Projected Forecasted Variance

2013 1,534,626   1,628,766   6.13%
2014 1,679,934   1,712,895   1.96%
2015 1,959,870   1,815,228   -7.38%
2016 2,224,249   1,898,500   -14.65%
2017 2,359,005   2,164,290   -8.25%
Total 9,757,684   9,219,679   -5.51%
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EXPENDITURES COMPARED

Operating expenditures Actual/
Projected Forecasted Variance

2013 1,230,520   1,205,002   -2.07%
2014 1,275,797   988,976      -22.48%
2015 1,322,850   1,471,818   11.26%
2016 1,371,754   1,537,497   12.08%
2017 1,422,586   1,508,852   6.06%
Total 6,623,507   6,712,145   1.34%
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RATES COMPARED

$29.61 
$32.67 
$35.05 
$39.23 
$39.58 
$40.74 
$43.53 
$50.00 
$54.96 
$55.61 

$63.08 
$69.62 

$89.74 
$98.09 

$130.91 
$159.90 

$436.45 

 $‐

 $50.00

 $100.00

 $150.00

 $200.00

 $250.00

 $300.00

 $350.00

 $400.00

 $450.00

 $500.00

KELSEYVILLE
NORTH LAKEPORT

FINLEY
SPRING VALLEY

CLEARLAKE OAKS
KONO TAYEE

SODA BAY
MT. KONOCTI MUTUAL WATER (CLEAR LAKE RIVIERA)

LAKEPORT
UKIAH

FORT BRAGG
HIDDEN VALLEY*

WILLITS
GOLDEN STATE WATER (CLEARLAKE)

PARADISE VALLEY
CAL WATER (LUCERNE)

MT HANNAH

Average Residential Monthly Water Bil Comparison ‐ 2016
Regional

ATTACHMENT 1



SUMMARY AND RECOMMENDATIONS
SUMMARY:
• REVENUES HAVE COME IN LOWER THAN ANTICIPATED

• CONSERVATION MEASURES HAVING SIGNIFICANT IMPACT

• ENTERPRISE IS STABLE AND SOLVENT
• RESERVES ARE NOMINAL

• EXPENDITURES HAVE BEEN LOWER DUE TO REDUCED OPERATING COSTS
RECOMMENDATIONS:
• CONDUCT FORMAL RATE REVIEW AND COST OF SERVICE STUDY IN 2018 

• (BEST PRACTICES)

• CONDUCT A MORE DETAILED REVIEW AND ANALYSIS OF OPERATING AND CAPITAL 
EXPENDITURES

ATTACHMENT 1



SEWER
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BACKGROUND

• COST OF SERVICE STUDY COMPLETED 2012
• DEFERRED CAPITAL
• FORMER STUDY (2007) FAILED TO ACCOUNT FOR COSTS 

SUFFICIENTLY
• REVENUE ENHANCEMENT RECOMMENDED

• PURPOSE:
• SUFFICIENT RESOURCES FOR M&O
• ADDITIONAL DEBT SERVICE FOR CIP

• USDA LOAN
• OTHER (E.G. SRF)

• NOMINAL CIP (NON-DEBT FINANCING)
• BUILD RESERVES

• CONSIDERATIONS:
• AFFORDABILITY
• 4-YEAR IMPLEMENTATION
• 59.7% INCREASE BY 2016

• ANNUAL AVERAGE 13.4%

WATER
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ACTUALS COMPARISON
3 YEARS (2013, 2014, 2015)

PROJECTED ACTUALS VARIANCE

REVENUE (FROM RATES) $6,162,734 $6,649,183 7.89%

EXPENDITURES:

SERVICES AND SUPPLIES 2,521,806 1,979,193 -21.52%

PERSONNEL 2,376,258 2,379,666 0.14%

NET OPERATING $1,264,670 $2,290,324 81.1%

NON-OPERATING ($849,502) ($1,948,837) 129.4%

NET INCREASE (DECREASE),

WORKING CAPITAL $418,991 $418,490
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FORECASTED COMPARISON
5 YEARS (2013-2017)

PROJECTED FORECAST VARIANCE

REVENUE (FROM RATES) $11,167,291 $11,949,665 7.01%

EXPENDITURES:

SERVICES AND SUPPLIES 4,355,980 3,346,560 -23.17%

PERSONNEL 4,117,945 4,139,589 0.53%

NET OPERATING $2,693,369 $4,463,516 65.72%

NON-OPERATING ($1,763,396) ($1,387,063) -21.3%

NET INCREASE (DECREASE),

WORKING CAPITAL $335,318 ($4,141)
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RATE REVENUE COMPARED

Revenue from rates Actual/
Projected Forecasted Variance

2013 1,855,926   2,117,435   14.09%
2014 2,019,010   2,106,779   4.35%
2015 2,287,798   2,424,969   6.00%
2016 2,464,397   2,585,601   4.92%
2017 2,540,163   2,714,881   6.88%
Total 11,167,294 11,949,665 7.01%
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EXPENDITURES COMPARED

Operating expenditures Actual/
Projected Forecasted Variance

2013 1,573,746   1,406,865   -10.60%
2014 1,631,924   1,396,406   -14.43%
2015 1,692,394   1,555,588   -8.08%
2016 1,755,255   1,575,885   -10.22%
2017 1,820,606   1,551,405   -14.79%
Total 8,473,925   7,486,149   -11.66%
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RATES COMPARED
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SUMMARY AND RECOMMENDATIONS
SUMMARY:

• RATE REVENUES HAVE COME IN STRONGER THAN ANTICIPATED

• RESERVES ARE STRONG AND GROWING
• CAN ENGAGE IN ADDITIONAL CAPITAL PROJECTS
• ADDRESS I&I ISSUES

• EXPENDITURES HAVE BEEN LOWER DUE TO REDUCED NON-PERSONNEL OPERATING COSTS

RECOMMENDATIONS:

• CONDUCT FORMAL RATE REVIEW AND COST OF SERVICE STUDY IN 2018 
• (BEST PRACTICES)

• DELAY IMPLEMENTATION OF FINAL RATE ADJUSTMENT TO JULY, 2017
• CONDUCT A MORE DETAILED REVIEW AND ANALYSIS OF OPERATING AND CAPITAL EXPENDITURES
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CITY OF LAKEPORT 
City Council  

City of Lakeport Municipal Sewer District  
Lakeport Redevelopment Successor Agency  

Lakeport Industrial Development Agency   
Municipal Financing Agency of Lakeport   

STAFF REPORT 

RE:   Authorizing the Issuance of Series 2016 Lease Revenue Bonds for 
the Lakeport Police Station Acquisition and Renovation Project and 
Approving and Directing the Execution and Delivery of Certain 
Financing Documents in Connection Therewith 

MEETING DATE:   5/17/2016 

SUBMITTED BY:   Daniel Buffalo, Finance Director 

PURPOSE OF REPORT:        Information only       Discussion      Action Item 

WHAT IS BEING ASKED OF THE CITY COUNCIL/BOARD: 

The City Council takes the following action: 

Adopt (i) Resolution No. ___ (2016) adopting the USDA RUS Bulletin 1942-47 Loan Resolution, and (ii) Resolution 
No. _____ (2016) Approving, Authorizing and Directing Execution of Certain Financing Documents in Connection 
with Municipal Financing Agency of Lakeport, Series 2016 Lease Revenue Bonds (Police Station Acquisition and 
Renovation Project), and Providing for other Matters Properly Related thereto. 

The Agency Board takes the following action: 

Adopt Resolution No. JPA-0_ (2016) Approving, Authorizing and Directing Execution of Certain Financing 
Documents in Connection with Municipal Financing Agency of Lakeport, Series 2016 Lease Revenue Bonds 
(Police Station Project), and Providing for other Matters Properly Related thereto. 

BACKGROUND/DISCUSSION: 
On March 10, 2015 the City acquired certain commercial real estate located at 2025 S. Main Street (the “Existing 
Facilities”) for the purpose of renovating and converting to serve as the new police station for the City of 
Lakeport (the “New Police Station”). On May 7, 2015 , an application was submitted to the United States 
Department of Agriculture (USDA) requesting a low-interest USDA loan to reimburse the City for the purchase 
price of $875,000 paid for the Existing Facilities, as well as finance certain repair, renovation, closing and 
contingency costs totaling $210,000, for a combined total loan request of $1,095,000 (the “Project”). USDA 
approved the City’s application, and on June 15, 2015 USDA issued its Letter of Conditions (the “LOC”).  

Council adopted a “reimbursement resolution” on February 3, 2015, as required by the Internal Revenue Service 
in order to allow the City to acquire the New Police Station and incur project expenditures and then reimburse 
itself from the proceeds of tax-exempt municipal debt obligations such as the USDA loan.   

Even though USDA uses the terminology “loan” or “loaning” to describe the method of financing, pursuant to its 
federal regulations and internal mandates, it is necessary that the “loan” actually be structured as a 
comprehensive municipal bond obligation that gets purchased by USDA at the time of closing. Consequently, it is 
contemplated that Series 2016 Lease Revenue Bonds (the “Bonds”) will be issued by the newly formed 
Municipal Financing Agency of Lakeport (the “Agency”), which will then be purchased by USDA as soon as the 
conditions of the LOC can be satisfied by the City, which is expected to take place sometime within the next 
couple of months. 

SUMMARY OF THE RESOLUTIONS: 
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The subject resolutions essentially authorize and approve the form of all the base legal documents (the 
“Financing Documents”) necessary to provide for the successful issuance of the Bonds. The adoption of each 
Resolution is a legal prerequisite to allow for the completion of the appropriate documentation necessary for 
the USDA/Bonds finalization. The accompanying Financing Documents comprise a financing structure that is 
considered standard for California cities to legally incur debt secured by general fund revenues, and is 
acceptable to USDA, as the purchaser of the Bonds. In using this financing structure, a lease arrangement must 
be established with a third-party governmental entity. The newly-formed Agency is being used to serve this 
purpose for this financing transaction. 

USDA also requires the City Council to adopt and execute a Loan Resolution (USDA Form RD 1942-47) prior to 
closing of the loan. Among other provisions, the Resolution includes acknowledging the City could be required to 
refinance the unpaid balance of the Bonds if at any time USDA determines the City is able to obtain a loan for 
such purposes from responsible cooperative or private sources at reasonable rates and terms for loans for 
similar purposes and periods of time. It is unlikely this would occur. If it did, it would likely not increase costs 
substantially. 

SUMMARY OF FINANCING DOCUMENTS 

The Financing Documents are being presented to both the City Council and Agency Board as “form-only 
documents.” The actual final forms cannot be produced at this time because some of the exact amounts, dates, 
and other information will not be known until the actual sale date. The subject resolutions authorize and direct 
certain City and Agency officers and staff to finalize the Financing Documents as and when appropriate, and to 
do all things necessary to provide for the issuance of the Bonds, which is expected to occur sometime within the 
next couple of months. If the final terms for any reason should fall outside the parameters established by the 
City and the Agency, staff will return for further direction before finalizing the transaction, although we 
presently have no reason to believe that this will occur. 

The Financing Documents can be succinctly summarized as follows: The Agency sells the Bonds directly to USDA 
and uses the proceeds of the Bonds to reimburse itself for Project costs. Pursuant to the Site Lease the City is 
“purchasing” the Project from the Agency in exchange for making the semi-annual Installment Payments which 
are assigned to the “Trust Administrator” (which role is being served by the City Finance Director), who then 
makes corresponding semi-annual debt service payments directly to USDA. The proposed Bonds are structured 
to be tax-exempt and are pre-payable at any time without penalty.  

The draft Financing Documents, and a brief description of each, is as follows: 

 1. Site Lease:  This is an agreement between the City and Agency, which agreement provides the 
mechanism of leasing the New Police Station to the Agency in exchange for the “loan” of moneys which are 
designed to be sufficient to accomplish the Financing. 

 2. Lease Agreement: This agreement provides for the lease of the New Police Station back to the 
City in exchange for lease payments commensurate with the debt service on the Bonds. Under the Lease 
Agreement the City is pledging its general fund to repay the lease payments over the term of the Bonds. 

3. Trust Agreement: Another key legal agreement that provides for execution and delivery of the 
Bonds to USDA in exchange for proceeds in the par amount thereof, and further lays out the covenants and 
specifics of the Bonds, as well as the Trust Administrator’s (which role is being served by the City Finance 
Director) duties, repayment mechanisms, default and remedies provisions, and USDA’s associated rights and 
remedies. 

 4. Assignment Agreement: This agreement provides the terms and conditions under which the 
Agency assigns the City’s lease payments to the Trust Administrator’s, for ultimate payment to the USDA. 

5. Purchase Offer: The City will sell the Bonds to USDA pursuant to the terms of the Purchase 
Offer. The Purchase Offer states the conditions under which USDA will purchase the Bonds and requires the City 
and Agency to deliver all the duly authorized and executed documents and opinions at closing. The City also 
covenants that there is no material litigation against the City which would impair its ability to make Lease 
Payments or affect the Bonds. The sale is scheduled in accordance with the parameters described above. 
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OPTIONS: 

1. Approve and authorize the City Manager and Finance Director to work with the Bond Counsel and USDA, 
sign all related documents to the transaction necessary for the sale and delivery of the Bonds to USDA. 
 

2. Do not approve but provide direction to staff. 

FISCAL IMPACT: 

 None  $46,097 estimated annual debt service payment on $1,095,000 borrowed 

Budgeted Item?   Yes    No 

Budget Adjustment Needed?   Yes    No   If yes, amount of appropriation increase:  $      

Affected fund(s):  General Fund    Water OM Fund    Sewer OM Fund    Other:  

Comments:  The primary goal of this strategy is to finance the cost of the police station acquisition and 
renovation project.  The City has already acquired the police facilities, and the proposed Bond transaction is 
designed to reimburse the City for monies advanced. The Bonds are to be repaid over 40 years at an interest 
rate that is expected to be approximately 2.875%, with annual debt service being approximately $46,097.  

SUGGESTED MOTIONS: 

Sitting as the Lakeport City Council: 

1. Move to adopt a Resolution adopting the USDA RUS Bulletin 1942-47 Loan Resolution, and 

2. Further move to adopt a Resolution approving, authorizing  and direction execution of certain 
 financing documents in connection with the Municipal Financing Agency of Lakeport, Series 2016 
 Lease Revenue Bonds (Police Station Acquisition and Renovation Project), and providing for other 
 matters properly related thereto. 

Sitting as the Board of the Municipal Financing Agency of Lakeport: 

1. Move to adopt a Resolution approving, authorizing  and direction execution of certain financing 
documents in connection with the Municipal Financing Agency of Lakeport, Series 2016 Lease Revenue 
Bonds (Police Station Acquisition and Renovation Project), and providing for other matters properly 
related thereto. 

    Attachments: 1. Proposed City of Lakeport Resolution adopting the USDA RUS Bulletin 1942 
2. Proposed City of Lakeport Resolution approving, authorizing  and direction 

execution of certain financing documents in connection with the Municipal 
Financing Agency of Lakeport, Series 2016 Lease Revenue Bonds (Police Station 
Acquisition and Renovation Project), and providing for other matters properly 
related thereto. 

3. Proposed JPA Resolution approving, authorizing and directing execution of 
certain financing documents in connection with the Municipal Financing 
Agency of Lakeport, Series 2016 Lease Revenue Bonds (Police Station 
Acquisition and Renovation Project), and providing for other matters properly 
related thereto. 

4. Trust Agreement 
5. Site Lease 
6. Lease Agreement 
7. Assignment Agreement 
8. Purchase Offer 
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RESOLUTION NO. _____ 
 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF LAKEPORT 
APPROVING AND ADOPTING USDA RUS BULLETIN 1942-47 LOAN 

RESOLUTION PROVIDING FOR THE INCURRENCE OF INDEBTEDNESS FOR 
THE PURPOSE OF PROVIDING A PORTION OF THE COST OF ACQUIRING, 

CONSTRUCTION, ENLARGING, IMPROVING AND/OR EXTENDING THE CITY 
OF LAKEPORT POLICE STATION ACQUISITION AND RENOVATION PROJECT 

 
WHEREAS, the City of Lakeport (the “City”), working together with the Municipal Financing 

Agency of Lakeport, a California joint powers authority duly organized and existing under and by virtue of 
the laws of the State of California (the “Agency”), have agreed to enter into certain contractual relations for 
the purpose, among other things, of providing financing for public capital improvements of the City; and 
 

WHEREAS, on June 15, 2015 the United States Department of Agriculture (USDA) Rural 
Development issued a Letter of Conditions to fund the City’s Police Station Acquisition and Renovation 
Project (the “Project”), that includes a not-to-exceed $1,200,000 loan amount; and 

 
WHEREAS, as part of the Letter of Conditions, the USDA requires that the City Council to adopt 

a RUS Bulletin 1942-47 Loan Resolution Authorizing and Providing for the Incurrence of Indebtedness for 
the Purpose of Providing for a portion of the Cost of Acquiring, Construction, Enlarging, Improving and/or 
Extending the City of Lakeport Police Station Acquisition and Renovation Project (the “USDA Loan 
Resolution No. 1942-47”). 

 
NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of Lakeport hereby 

orders and determines as follows: 
 
Section 1.  Recitals and Findings. The City Council hereby specifically finds and declares that 

each of the statements, findings and determinations of the City set forth in the recitals set forth above and in 
the preambles of the USDA Loan Resolution No. 1942-47 approved herein are true and correct. 

 
Section 2.  Authorized Representatives.  The Mayor, Mayor Pro Tem, City Manager, Finance 

Director and City Clerk or Acting City Clerk, and any other person authorized by the City Council to act on 
behalf of the City shall each be an “Authorized Representative” of the City for the purposes of USDA Loan 
Resolution No. 1942-47, and are hereby authorized, jointly and severally, for and in the name of and on 
behalf of the City, to execute and deliver any and all documents and certificates that may be required, and to 
do any and all things and take any and all actions which may be necessary or advisable, in their discretion, 
to effectuate the actions which the City has approved in this Resolution and USDA Loan Resolution No. 
1942-47. 

 
Section 3.  Approval and Adoption of USDA Loan Resolution No. 1942-47. The City Council 

hereby approves and adopts USDA Loan Resolution No. 1942-47, attached hereto and made a part hereof, 
on behalf of the City of Lakeport. 

 
Section 4.  Official Actions.  Each  Authorized Representative is hereby authorized and directed, 

for and in the name and on behalf of the City, to do any and all things and take any and all actions, 
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including execution and delivery of any and all assignments, certificates, requisitions, agreements, notices, 
consents, instruments of conveyance, warrants and other documents, which they, or any of them, may deem 
necessary or advisable in order to consummate any of the transactions contemplated by the documents 
approved pursuant to this Resolution and USDA Loan Resolution No. 1942-47. 
 
 Section 5.  Effective Date.  This Resolution and USDA Loan Resolution No. 1942-47 shall take 
effect from and after the date of their passage and adoption. 
 

The foregoing Resolution and USDA Loan Resolution No. 1942-47 were adopted at a regular 
meeting of the City Council of the City of Lakeport held on the on the 17th day of May, 2016 by the 
following vote: 

 
AYES: 
 
NOES: 
 
ABSTAIN: 
 
ABSENT: 
 
       APPROVED 
 
 
       _____________________________________ 
       MARC SPILLMAN 

MAYOR 
ATTEST 
 
 
_________________________________ 
KELLY BUENDIA  
CITY CLERK      
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Position 5
USDA LOAN RESOLUTION

(Public Bodies)
Form RD 1942-47 FORM APPROVED

OMB NO. 0575-0015(Rev. 12-97)

A RESOLUTION OF THE

OF THE
AUTHORIZING AND PROVIDING FOR THE INCURRENCE OF INDEBTEDNESS FOR THE PURPOSE OF PROVIDING
A PORTION OF THE COST OF ACQUIRING, CONSTRUCTING, ENLARGING, IMPROVING, AND/OR EXTENDING ITS

FACILITY TO SERVE AN AREA LAWFULLY WITHIN ITS JURISDICTION TO SERVE.

WHEREAS, it is necessary for the
(Public Body)

(herein after called Association) to raise a portion of the cost of such undertaking by issuance of its bonds in the principal amount of

pursuant to the provisions of ; and

WHEREAS, the Association intends to obtain assistance from the Rural Housing Service, Rural Business - Cooperative Service, Rural
Utilities Service, or their successor Agencies with the United States Department of Agriculture, (herein called the Government) acting
under the provisions of the Consolidated Farm and Rural Development Act (7 U.S.C. 1921 et seq.) in the planning, financing, and
supervision of such undertaking and the purchasing of bonds lawfully issued, in the event that no other acceptable purchaser for such
bonds is found by the Association:
NOW THEREFORE in consideration of the premises the Association hereby resolves:

To have prepared on its behalf and to adopt an ordinance or resolution for the issuance of its bonds containing such items
and in such forms as are required by State statutes and as are agreeable and acceptable to the Government.
To refinance the unpaid balance, in whole or in part, of its bonds upon the request of the Government if at any time it shall
appear to the Government that the Association is able to refinance its bonds by obtaining a loan for such purposes from
responsible cooperative or private sources at reasonable rates and terms for loans for similar purposes and periods of time as
required by section 333(c) of said Consolidated Farm and Rural Development Act (7 U. S. C. 1983 (c)).

2.

To provide for, execute, and comply with Form RD 400-4, ''Assurance Agreement,'' and Form RD 400-1, ''Equal Opportunity
Agreement,'' including an ''Equal Opportunity Clause,'' which clause is to be incorporated in, or attached as a rider to, each
construction contract and subcontract involving in excess of $ 10,000.

3.

To indemnify the Government for any payments made or losses suffered by the Government on behalf of the Association.
Such indemnification shall be payable from the same source of funds pledged to pay the bonds or any other legal permissible
source.

4.

That upon default in the payments of any principal and accrued interest on the bonds or in the performance of any covenant or
agreement contained herein or in the instruments incident to making or insuring the loan, the Government at its option may (a)
declare the entire principal amount then outstanding and accrued interest immediately due and payable, (b) for the account of the
Association (payable from the source of funds pledged to pay the bonds or any other legally permissible source), incur and pay
reasonable expenses for repair, maintenance, and operation of the facility and such other reasonable expenses as may be necessary
to cure the cause of default, and/or (c) take possession of the facility, repair, maintain, and operate or rent it. Default under the
provisions of this resolution or any instrument incident to the making or insuring of the loan may be construed by the Government
to constitute default under any other instrument held by the Government and executed or assumed by the Association, and default
under any such instrument may be construed by the Government to constitute default hereunder.

5.

Not to sell, transfer, lease, or otherwise encumber the facility or any portion thereof, or interest therein, or permit others to
do so without the prior written consent of the Government.

6.

Not to defease the bonds, or to borrow money, enter into any contract or agreement, or otherwise incur any liabilities for
any purpose in connection with the facility (exclusive of normal maintenance) without the prior written consent of the
Government if such undertaking would involve the source of funds pledged to pay the bonds.

7.

To place the proceeds of the bonds on deposit in an account and in a manner approved by the Government. Funds may be
deposited in institutions insured by the State or Federal Government or invested in readily marketable securities backed by
the full faith and credit of the United States. Any income from these accounts will be considered as revenues of the system.

8.

9.

10. To provide for the receipt of adequate revenues to meet the requirements of debt service, operation and maintenance, and the
establishment of adequate reserves. Revenue accumulated over and above that needed to pay operating and maintenance, debt
service and reserves may only be retained or used to make prepayments on the loan. Revenue cannot be used to pay any
expenses which are not directly incurred for the facility financed by the Government. No free service or use of the facility will
be permitted.

According to the Paperwork Reduction Act of 1995, no persons are required to respond to a collection of information unless it displays a valid OMB control number. The valid OMB
control number for this information collection is O575-0015. The time required to complete this information collection is estimated to average 1 hour per response, including the time for
reviewing instructions, searching existing data sources, gathering and maintaining the data needed, and completing and reviewing the collection of information.

1.

To comply with all applicable State and Federal laws and regulations and to continually operate and maintain the facility in
good condition.
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11.

To establish and maintain such books and records relating to the operation of the facility and its financial affairs and to
provide for required audit thereof as required by the Government, to provide the Government a copy of each such audit
without its request, and to forward to the Government such additional information and reports as it may from time to time
require.

12.

13. To provide the Government at all reasonable times access to all books and records relating to the facility and access to the
property of the system so that the Government may ascertain that the Association is complying with the provisions hereof
and of the instruments incident to the making or insuring of the loan.

14. That if the Government requires that a reserve account be established and maintained, disbursements from that account
may be used when necessary for payments due on the bond if sufficient funds are not otherwise available. With the prior
written approval of the Government, funds may be withdrawn for:
(a) Paying the cost of repairing or replacing any damage to the facility caused by catastrophe.
(b) Repairing or replacing short-lived assets.
(c) Making extensions or improvements to the facility.

Any time funds are disbursed from the reserve account, additional deposits will be required until the reserve account has
reached the required funded level.

15. To provide adequate service to all persons within the service area who can feasibly and legally be served and to obtain the
Government's concurrence prior to refusing new or adequate services to such persons. Upon failure to provide services
which are feasible and legal, such person shall have a direct right of action against the Association or public body.

16. To comply with the measures identified in the Government's environmental impact analysis for this facility for the purpose
of avoiding or reducing the adverse environmental impacts of the facility's construction or operation.

17. To accept a grant in an amount not to exceed $

under the terms offered by the Government; that the

of the Association are hereby authorized and empowered to take all action necessaryand
or appropriate in the execution of all written instruments as may be required in regard to or as evidence of such grant; and
to operate the facility under the terms offered in said grant agreement(s).

The provisions hereof and the provisions of all instruments incident to the making or the insuring of the loan, unless
otherwise specifically provided by the terms of such instrument, shall be binding upon the Association as long as the
bonds are held or insured by the Government or assignee. The provisions of sections 6 through 17 hereof may be provided
for in more specific detail in the bond resolution or ordinance; to the extent that the provisions contained in such bond
resolution or ordinance should be found to be inconsistent with the provisions hereof, these provisions shall be construed
as controlling between the Association and the Government or assignee

The vote was: Yeas AbsentNays

IN WITNESS WHEREOF, the of the

has duly adopted this resolution and caused it

day ofto be executed by the officers below in duplicate on this ,

(SEAL)

By

Title
Attest:

Title

To acquire and maintain such insurance and fidelity bond coverage as may be required by the Government.

.

.
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CERTIFICATION TO BE EXECUTED AT LOAN CLOSING

of theI, the undersigned, as

hereby certify that the of such Association is composed of

members, of whom , constituting a quorum, were present at a meeting thereof duly called and

held on the day of ; and that the foregoing resolution was adopted at such meeting

by the vote shown above. I further certify that as of ,

remains in effect and has not been rescinded or amended in any way.

Dated, this day of

Title

,

,

the date of closing of the loan from the Government, said resolution

.
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RESOLUTION NO. ____ (2016) 
 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF LAKEPORT, 
APPROVING, AUTHORIZING AND DIRECTING EXECUTION OF CERTAIN 

FINANCING DOCUMENTS IN CONNECTION WITH MUNICIPAL 
FINANCING AGENCY OF LAKEPORT, SERIES 2016 LEASE REVENUE 

BONDS (POLICE STATION ACQUISITION AND RENOVATION PROJECT), 
AND PROVIDING FOR OTHER MATTERS PROPERLY RELATED THERETO 

 
WHEREAS, the City of Lakeport (the “City”), working together with the Municipal Financing 

Agency of Lakeport, a joint exercise of powers authority organized and existing under the laws of the State of 
California (the “Agency”), have agreed to enter into certain contractual relations for the purpose, among other 
things, of providing financing (the “Financing”) for the City’s proposed new police station facilities (the 
“Facilities”), all as more particularly described in Exhibit A to the hereinafter approved Lease Agreement (the 
“Project”); and 

 
WHEREAS, for the purpose of providing for the Financing of the Project, the City is hereby 

requesting the Agency to issue its Municipal Financing Agency of Lakeport, Series 2016 Lease Revenue Bonds 
(Police Station Acquisition and Renovation Project), in the aggregate principal amount of not to exceed 
$1,200,000 (the “Bonds”), all pursuant to and secured by a Trust Agreement (the “Trust Agreement”), dated as 
of June 1, 2016, by and among the City, the Agency and the City Finance Director, as trust administrator (the 
“Trust Administrator”); and 

 
WHEREAS, in order to provide collateral for the Bonds the City has agreed to sublease the Project to 

the Agency pursuant to a Site Lease dated as of June 1, 2016 (the “Site Lease”) by and between the City as 
lessor and the Agency as lessee, and the Agency has agreed to sublease the Project back to the City pursuant to 
that certain Lease Agreement, dated as of June 1, 2016 (the “Lease”) by and between the Agency as sublessor 
and the City as sublessee, in exchange for the payment of a prescribed schedule of payments (the “Lease 
Payments”); and 
 

WHEREAS, to further implement the foregoing, the Agency and the Trust Administrator propose to 
execute and enter into an Assignment Agreement (the “Assignment Agreement”), dated as of June 1, 2016, 
whereby the Agency will assign to the Trust Administrator all of its rights and entitlements under the Site 
Lease and the Lease Agreement, including but not limited to the entitlement to receive the Lease Payments 
from the City; and 

 
WHEREAS, the City and Agency propose to sell the Bonds to the United States of America, Acting 

Through Rural Housing Service, United States Department of Agriculture, California (hereafter referred to as 
“USDA”), pursuant to USDA’s Purchase Offer (the “Purchase Offer”), all on the terms and conditions herein 
set forth and as provided in the Trust Agreement and Lease Agreement, so long as the aggregate principal 
amount of the Bonds does not exceed $1,200,000, and the final maturity date does not exceed forty years from 
the date of issuance; and 

 
WHEREAS, the City Council desires to designate the Bonds as a “Qualified Tax-Exempt Obligation” 

for purposes of Paragraph (3) of Section 265(b) of the Internal Revenue Code of 1986 (the “Code”); and 
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WHEREAS, the City, with the aid of its staff, has reviewed the Trust Agreement, the Site Lease, the 

Lease Agreement, and the Assignment Agreement, the forms of which are on file with the City Clerk, and the 
City Council wishes at this time to approve the foregoing in the public interests of the City; and 

 
WHEREAS, all acts, conditions and things required by the Constitution and laws of the State of 

California to exist, to have happened and to have been performed precedent to and in connection with the 
consummation of the Financing authorized hereby do exist, have happened and have been performed in regular 
and due time, form and manner as required by law, and the City is now duly authorized and empowered, 
pursuant to each and every requirement of law, to consummate the Financing in the manner and upon the terms 
herein provided; and 

 
 WHEREAS, the City Council wishes at this time to authorize all proceedings relating to the Financing 
and the issuance of the Bonds and the execution and delivery of all agreements and documents relating thereto; 
 

NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of Lakeport hereby 
orders and determines as follows: 
 

Section 1.  Recitals and Findings. The City Council hereby specifically finds and declares that each 
of the statements, findings and determinations of the City set forth in the recitals set forth above and in the 
preambles of the documents approved herein are true and correct and that the Financing of the Project will 
result in significant public benefits for the residents of the City. The City Council hereby further finds and 
determines that the total Lease Payments to be paid under the Lease Agreement does not exceed the fair 
market value of the Project as set forth in the Lease Agreement. 
 

Section 2.  Authorized Representatives.  Mayor, Mayor Pro Tem, City Manager, Finance Director 
and City Clerk or Acting City Clerk, and any other person authorized by the City Council to act on behalf of 
the City shall each be an “Authorized Representative” of the City for the purposes of structuring and providing 
for the issuance of the Bonds, and are hereby authorized, jointly and severally, for and in the name of and on 
behalf of the City, to execute and deliver any and all documents and certificates that may be required to be 
executed in connection with the sale of the Bonds, and to do any and all things and take any and all actions 
which may be necessary or advisable, in their discretion, to effectuate the actions which the City has approved 
in this Resolution. 
 

Section 3.  Approval of the Issuance and Sale of the Bonds.  The City Council hereby approves the 
issuance of the Bonds by the Agency, and sale thereof to USDA pursuant to the terms of the Purchase Offer in 
substantially the form on file with the City Clerk, in a principal amount of not to exceed $1,200,000, and a final 
maturity date that does not exceed forty years from the date of issuance, all in the manner and as generally 
described in this Resolution.   

 
Section 4. Appointment of Trust Administrator.  The City’s Finance Director is hereby appointed to 

act as Trust Administrator under the Trust Agreement unless and until replaced in accordance with the 
provisions of the Trust Agreement, and the City Council hereby further agrees that the City’s Finance Director, 
when acting as Trust Administrator under the Trust Agreement, may take such actions as permitted or required 
of the Trust Administrator under the Trust Agreement, including actions which may be counter to those of the 

 2 

ATTACHMENT 2



City.  The Finance Director is authorized to execute and deliver the Trust Agreement on behalf of the Trust 
Administrator thereunder. 

 
Section 5.  Approval of Site Lease.  The City Council hereby authorizes and approves the sale of the 

Project by the City to the Agency pursuant to the Site Lease.  The City Council hereby approves the Site Lease 
in substantially the form on file with the City Clerk, together with any additions thereto or changes therein 
deemed necessary or advisable by an Authorized Representative of the City. Any Authorized Representative of 
the City is hereby authorized and directed to execute, and the City Clerk is hereby authorized and directed to 
attest and affix the seal of the City to, the final form of the Site Lease for and in the name and on behalf of the 
City and the execution thereof shall be conclusive evidence of the City Council’s approval of any such 
additions and changes.  The City Council hereby authorizes the delivery and performance of the Site Lease. 
 

Section 6.  Approval of Lease Agreement.  The City Council hereby authorizes and approves the 
purchase of the Project by the City pursuant to the Lease Agreement.  The City Council hereby approves the 
Lease Agreement in substantially the form on file with the City Clerk together with any additions thereto or 
changes therein (including, but not limited to, the final amount of the sale price for the Project and the final 
lease payment schedule) deemed necessary or advisable by an Authorized Representative of the City.  Any 
Authorized Representative of the City is hereby authorized and directed to execute, and the City Clerk is 
hereby authorized and directed to attest and affix the seal of the City to, the final form of the Lease Agreement 
for and in the name and on behalf of the City and the execution thereof shall be conclusive evidence of the City 
Council’s approval of any such additions and changes.  The City Council hereby authorizes the delivery and 
performance of the Lease Agreement. 

 
Section 7.  Approval of Trust Agreement.  The City Council hereby approves the Trust Agreement in 

substantially the form on file with the City Clerk and consents to such revisions, amendments and completions 
as shall be approved by an Authorized Representative of the City. Any Authorized Representative of the City is 
hereby authorized and directed to execute, and the City Clerk is hereby authorized and directed to attest and 
affix the seal of the City to, the final form of the Trust Agreement for and in the name and on behalf of the City 
and the execution thereof shall be conclusive evidence of the City Council’s approval of any such additions and 
changes. The City Council hereby authorizes the delivery and performance of the Trust Agreement. 

 
Section 8.  Approval of Assignment Agreement.    The form of the Assignment Agreement presented 

to this meeting and on file with the City Clerk, is hereby approved. The Finance Director, acting as Trust 
Administrator, is authorized and directed, to accept assignment and transfer its rights under the Lease 
Agreement and the Site Lease to the Trust Administrator for the benefit of the owners of the Bonds, and 
correspondingly execute and deliver to the Agency the Assignment Agreement in substantially said form, with 
such changes therein as the Trust Administrator may require or approve, such approval to be conclusively 
evidenced by the execution and delivery thereof by the Trust Administrator. The City Council hereby 
authorizes the delivery and Trust Administrator’s performance of the Assignment Agreement. 

 
Section 9.  Qualified Tax-Exempt Obligation.  The City Council hereby designates the Bonds for 

purposes of Paragraph (3) of Section 265(b) of the Code as a “Qualified Tax-Exempt Obligation” and 
covenants that the Bonds do not constitute a private activity bond as defined in Section 141 of the Code and 
that the aggregate face amount of all tax-exempt obligations issued by the City (including the Agency and all 

 3 

ATTACHMENT 2



other subordinate entities of the City which may issue obligations on behalf of the City) during the calendar 
year 2016 is not reasonably expected to exceed $10,000,000. 
 
 Section 10.  Official Actions.  The Trust Administrator and each Authorized Representative is hereby 
authorized and directed, for and in the name and on behalf of the City, to do any and all things and take any and 
all actions, including execution and delivery of any and all assignments, certificates, requisitions, agreements, 
notices, consents, instruments of conveyance, warrants and other documents, which they, or any of them, may 
deem necessary or advisable in order to consummate any of the transactions contemplated by the documents 
approved pursuant to this Resolution. 
 
 Section 11.  Effective Date.  This Resolution shall take effect from and after the date of its passage 
and adoption. 
 

The foregoing Resolution was adopted at a regular meeting of the City Council of the City of Lakeport 
held on the on the __th day of May, 2016 by the following vote: 

 
AYES: 
 
NOES: 
 
ABSTAIN: 
 
ABSENT: 
 
       APPROVED 
 
 
       _____________________________________ 
       MARC SPILLMAN 

MAYOR 
ATTEST 
 
 
_________________________________ 
KELLY BUENDIA 
CITY CLERK      
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RESOLUTION NO. JPA-0_ (2016) 
 

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE MUNICIPAL FINANCING 
AGENCY OF LAKEPORT, APPROVING, AUTHORIZING AND DIRECTING 

EXECUTION OF CERTAIN FINANCING DOCUMENTS IN CONNECTION WITH 
MUNICIPAL FINANCING AGENCY OF LAKEPORT, SERIES 2016 LEASE REVENUE 

BONDS (POLICE STATION ACQUISITION AND RENOVATION PROJECT), AND 
PROVIDING FOR OTHER MATTERS PROPERLY RELATED THERETO 

 
WHEREAS, the Municipal Financing Agency of Lakeport (the “Agency”), working together with the 

City of Lakeport (the “City”), have agreed to enter into certain contractual relations for the purpose, among 
other things, of providing financing (the “Financing”) for the City’s proposed new police station facilities (the 
“Facilities”), all as more particularly described in Exhibit A to the hereinafter approved Lease Agreement (the 
“Project”); and 

 
WHEREAS, for the purpose of providing for the Financing of the Project, the City has requested, and 

the Agency hereby agrees to participate in the issuance of the Municipal Financing Agency of Lakeport, Series 
2016 Lease Revenue Bonds (Police Station Acquisition and Renovation Project), in the aggregate principal 
amount of not to exceed $1,200,000 (the “Bonds”), all pursuant to and secured by a Trust Agreement (the 
“Trust Agreement”), dated as of June 1, 2016, by and among the City, the Agency and the City’s Finance 
Director, as trust administrator thereunder (the “Trust Administrator”); and 

 
WHEREAS, in order to provide collateral for the Bonds the City has agreed to sublease the Project to 

the Agency pursuant to a Site Lease dated as of June 1, 2016 (the “Site Lease”) by and between the City as 
lessor and the Agency as lessee, and the Agency has agreed to sublease the Leased Property back to the City 
pursuant to that certain Lease Agreement, dated as of June 1, 2016 (the “Lease Agreement”) by and between 
the Agency as sublessor and the City as sublessee, in exchange for the payment of a prescribed schedule of 
payments (the “Lease Payments”); and 
 

WHEREAS, to further implement the foregoing, the Agency and the Trust Administrator propose to 
execute and enter into an Assignment Agreement (the “Assignment Agreement”), dated as of June 1, 2016, 
whereby the Agency will assign to the Trust Administrator all of its rights and entitlements under the Site 
Lease and the Lease Agreement, including but not limited to the entitlement to receive the Lease Payments 
from the City; and 

 
WHEREAS, the Bonds will be sold to the United States of America, Acting Through Rural Housing 

Service, United States Department of Agriculture, California (hereafter referred to as “USDA”) pursuant to (i) 
Resolution No. ____ (2016) (Adopting USDA RUS Bulletin 1942-47 Loan Resolution) adopted by the City 
Council of the City (the “City Council”) on May 17, 2016, (ii)  Resolution No. ____ (2016), adopted by the 
City Council on May 17, 2016; (iii) this resolution (collectively, the “Resolutions”), and (iv) USDA’s written 
offer to purchase the Bonds from the Agency pursuant to the terms and conditions of the Trust Agreement; and 

 
WHEREAS, the Agency and the City propose to sell the Bonds to the United States of America, 

Acting Through Rural Housing Service, United States Department of Agriculture, California (hereafter referred 
to as “USDA”), pursuant to USDA’s Purchase Offer (the “Purchase Offer”), all on the terms and conditions 
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herein set forth and as provided in the Trust Agreement and Lease Agreement, so long as the aggregate 
principal amount of the Bonds does not exceed $1,200,000, and the final maturity date does not exceed forty 
years from the date of issuance; and 

 
WHEREAS, the Board desires to designate the Bonds as a “Qualified Tax-Exempt Obligation” for 

purposes of Paragraph (3) of Section 265(b) of the Internal Revenue Code of 1986 (the “Code”); and 
 
WHEREAS, the Agency, with the aid of its staff, has reviewed the Trust Agreement, the Site Lease, 

the Lease Agreement, Assignment Agreement and the Purchase Offer, the forms of which are on file with the 
Secretary, and the Board wishes at this time to approve the foregoing in the public interests of the Agency; and 

 
WHEREAS, all acts, conditions and things required by the Constitution and laws of the State of 

California to exist, to have happened and to have been performed precedent to and in connection with the 
consummation of the Financing authorized hereby do exist, have happened and have been performed in regular 
and due time, form and manner as required by law, and the Agency is now duly authorized and empowered, 
pursuant to each and every requirement of law, to consummate the Financing in the manner and upon the terms 
herein provided; and 

 
 WHEREAS, the Board wishes at this time to authorize all proceedings relating to the Financing and 
the issuance of the Bonds and the execution and delivery of all agreements and documents relating thereto; 
 

NOW, THEREFORE, IT IS HEREBY DETERMINED AND RESOLVED BY THE BOARD OF 
DIRECTORS OF THE MUNICIPAL FINANCING AGENCY OF LAKEPORT AS FOLLOWS: 
 

Section 1.  Recitals and Findings. The Board hereby specifically finds and declares that each of the 
statements, findings and determinations of the Agency set forth in the recitals set forth above and in the 
preambles of the documents approved herein are true and correct and that the Financing of the Project will 
result in significant public benefits for the residents of the City. The Board hereby further finds and 
determines that the total Lease Payments to be paid under the Lease Agreement does not exceed the fair 
market value of the Project as set forth in the Lease Agreement.  
 

Section 2.  Authorized Representatives.  The Chairperson, Vice-Chairperson, Executive Director, 
Treasurer, Secretary, and any other person authorized by the Board to act on behalf of the Agency shall each be 
an “Authorized Representative” of the Agency for the purposes of structuring and providing for the issuance of 
the Bonds, and are hereby authorized, jointly and severally, for and in the name of and on behalf of the Agency, 
to execute and deliver any and all documents and certificates that may be required to be executed in connection 
with the sale of the Bonds, and to do any and all things and take any and all actions which may be necessary or 
advisable, in their discretion, to effectuate the actions which the Agency has approved in this Resolution. 
 

Section 3.  Approval of the Issuance of the Bonds.  The Board hereby approves the issuance of the 
Bonds in a principal amount of not to exceed $1,200,000, all as described in this Resolution. 

 
Section 4.  Approval of Site Lease.  The Board hereby authorizes and approves the sale of the Project 

by the City to the Agency pursuant to the Site Lease. The Board hereby approves the Site Lease in substantially 
the form on file with the Secretary together with any additions thereto or changes therein deemed necessary or 
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advisable by an Authorized Representative of the Agency. Any Authorized Representative of the Agency is 
hereby authorized and directed to execute, and the Secretary is hereby authorized and directed to attest and 
affix the seal of the Agency to, the final form of the Site Lease for and in the name and on behalf of the Agency 
and the execution thereof shall be conclusive evidence of the Board’s approval of any such additions and 
changes. The Board hereby authorizes the delivery and performance of the Site Lease. 
 

Section 5.  Approval of Lease Agreement.  The Board hereby authorizes and approves the purchase 
of the Project by the Agency pursuant to the Lease Agreement.  The Board hereby approves the Lease 
Agreement in substantially the form on file with the Secretary together with any additions thereto or changes 
therein (including, but not limited to, the final amount of the sale price for the Leased Property and the final 
lease payment schedule) deemed necessary or advisable by an Authorized Representative of the Agency. Any 
Authorized Representative of the Agency is hereby authorized and directed to execute, and the Secretary is 
hereby authorized and directed to attest and affix the seal of the Agency to, the final form of the Lease 
Agreement for and in the name and on behalf of the Agency and the execution thereof shall be conclusive 
evidence of the Board’s approval of any such additions and changes.  The Board hereby authorizes the delivery 
and performance of the Lease Agreement. 

 
Section 6.  Approval of Trust Agreement.  The Board hereby approves the Trust Agreement in 

substantially the form on file with the Secretary and consents to such revisions, amendments and completions 
as shall be approved by an Authorized Representative of the Agency. Any Authorized Representative of the 
Agency is hereby authorized and directed to execute, and the Secretary is hereby authorized and directed to 
attest and affix the seal of the Agency to, the final form of the Trust Agreement for and in the name and on 
behalf of the Agency and the execution thereof shall be conclusive evidence of the Board’s approval of any 
such additions and changes. The Board hereby authorizes the delivery and performance of the Trust 
Agreement. 

 
Section 7.  Approval of Assignment Agreement.    The form of the Assignment Agreement presented 

to this meeting and on file with the Secretary, is hereby approved. Each of the Authorized Representatives is 
hereby authorized and directed, for and in the name and on behalf of the Agency, to execute and deliver the 
Assignment Agreement in substantially said form, with such changes therein as the Authorized Representative 
or Representatives executing the Assignment Agreement may require or approve, such approval to be 
conclusively evidenced by the execution and delivery thereof by one or more of the Authorized 
Representatives. The Board hereby authorizes the delivery and performance of the Assignment Agreement. 

 
Section 8.  Sale of Bonds.  An form of Purchase Offer to purchase the Bonds, is hereby approved, and 

each of the Authorized Representatives are each hereby authorized and directed to indicate the Agency’s 
acceptance of such Purchase Offer by the execution thereof, with such changes, insertions, and omissions as 
may be approved by such official, so long as the aggregate principal amount of the Bonds does not exceed 
$1,200,000 and the final maturity date does not exceed forty years from the date of issuance. 

 
Section 9.  Qualified Tax-Exempt Obligation.  The Board hereby designates the Bonds for purposes 

of Paragraph (3) of Section 265(b) of the Code as a “Qualified Tax-Exempt Obligation” and covenants that the 
Bonds do not constitute a private activity bond as defined in Section 141 of the Code and that the aggregate 
face amount of all tax-exempt obligations issued by the City (including the Agency and all other subordinate 
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entities of the City which may issue obligations on behalf of the City) during the calendar year 2016 is not 
reasonably expected to exceed $10,000,000. 

 
 Section 10.  Official Actions.  Each  Authorized Representative is hereby authorized and directed, for 
and in the name and on behalf of the Agency, to do any and all things and take any and all actions, including 
execution and delivery of any and all assignments, certificates, requisitions, agreements, notices, consents, 
instruments of conveyance, warrants and other documents, which they, or any of them, may deem necessary or 
advisable in order to consummate any of the transactions contemplated by the documents approved pursuant to 
this Resolution. 
 
 Section 11.  Effective Date.  This Resolution shall take effect from and after the date of its passage 
and adoption. 
 

THE FOREGOING RESOLUTION WAS PASSED AND ADOPTED by the members of the 
Municipal Financing Agency of Lakeport at its regular meeting held on May 17, 2016, by the following roll 
call vote: 

 
AYES: 
 

NOES: 
 

ABSENT: 
 

ABSTAIN: 
 
       ______________________________ 

Marc Spillman 
Chairperson 

 
ATTEST: 
 
______________________________ 
Kelly Buendia 
Secretary 
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* * * * * * 
 
I hereby certify that the foregoing is a true and correct copy of a Resolution duly adopted by the 

MUNICIPAL FINANCING AGENCY OF LAKEPORT, a joint exercise of powers authority organized and 
existing under the laws of the State of California, at a regular meeting of the Board of Directors thereof duly 
called and held at the office of the Agency on the 17th day of May, 2016. 

 
(SEAL) 
 
     ______________________________ 

Kelly Buendia 
Secretary 
MUNICIPAL FINANCING AGENCY OF LAKEPORT 
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TRUST AGREEMENT 
 

THIS TRUST AGREEMENT, dated as of June 1, 2016, is by and among the MUNICIPAL 
FINANCING AGENCY OF LAKEPORT, a joint exercise of powers authority organized and existing under 
the laws of the State of California (the “Agency”), the CITY OF LAKEPORT, a general law city and public 
agency duly organized and validly existing under the constitution and laws of the State of California (the 
“City”), and the FINANCE DIRECTOR OF THE CITY OF LAKEPORT, as trust administrator (the “Trust 
Administrator”); 
 

W I T N E S S E T H : 
 

WHEREAS, the City desires to finance the design, acquisition, construction and installation of 
certain capital improvements constituting new police administration facilities and related improvements 
(the “Project”); and 

 
WHEREAS, the parties hereto have entered into this Trust Agreement (the “Trust Agreement”), 

dated as of June 1, 2016 (the “Trust Agreement”), by and among the Agency, the City and the Finance 
Director of the City of Lakeport, as trust administrator (the “Trust Administrator”), for purposes of issuing, 
administering and making payments on the Series 2016 Lease Revenue Bonds (Police Station Project), 
Bank Qualified, to be executed and delivered pursuant to and secured by this Trust Agreement in an 
aggregate face amount of __________________________ Dollars ($_________) (the “Bonds”), the 
proceeds of which will be used to acquire and construct the Project; and 

 
WHEREAS, in order to provide necessary security for the Bonds, the City has agreed to lease 

certain real property, as described in Exhibit A of the hereinafter defined Site Lease, and by this reference 
made a part hereof (the “Site”), and those certain improvements thereon, more particularly described in 
Exhibit B of the hereinafter defined Site Lease, and by this reference made a part hereof (the “Facilities” 
and, with the Site, the “Property”), to the Agency pursuant to a Site and Facilities Lease, dated as of June 
1, 2016, by and between the City and Agency (the “Site Lease”), and the City will sublease the Property 
back from the Agency pursuant to a Lease Agreement, dated as of June 1, 2016, by and between the City 
and Agency (the “Lease Agreement”); and 
 

WHEREAS, under and pursuant to this Lease Agreement, the City is obligated to make certain 
base rental payments (the “Base Rental Payments”) to the Agency for the lease of the Property; and 

 
WHEREAS, all rights to receive the Base Rental Payments have been assigned without recourse 

by the Agency to the Trust Administrator pursuant to an Assignment Agreement, dated as of the date hereof 
(the “Assignment Agreement”); and 
 

WHEREAS, in order to provide for the authentication and delivery of the Bonds, to establish and 
declare the terms and conditions upon which the Bonds are to be issued and to secure the payment of the principal 
thereof, premium, if any, and interest thereon, the City and the Agency have each authorized the execution 
and delivery of this Trust Agreement; and 

 
WHEREAS, the City and the Agency have each determined that all acts and proceedings required 

by law necessary to make the Bonds, when executed, authenticated and delivered by the Trust 
Administrator and duly issued, valid, binding and legal special obligations, and to constitute this Trust 
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Agreement a valid and binding agreement for the uses and purposes herein set forth in accordance with its 
terms, have been done and taken, and the execution and delivery of this Trust Agreement have been in all 
respects duly authorized; and 
 

NOW, THEREFORE, THIS TRUST AGREEMENT WITNESSETH, that in order to secure 
the payment of the principal of and the interest and premium (if any) on all Bonds at any time issued and 
Outstanding under this Trust Agreement, according to their tenor, and to secure the performance and 
observance of all the covenants and conditions therein and herein set forth, and to declare the terms and 
conditions upon and subject to which the Bonds are to be issued and received, and in consideration of the 
premises and of the mutual covenants herein contained and of the purchase and acceptance of the Bonds by 
the Owners thereof, and for other valuable considerations, the receipt whereof is hereby acknowledged, the 
City and the Agency do hereby covenant and agree with the Trust Administrator, for the benefit of the 
Government and any subsequent respective Owners from time to time of the Bonds, as follows: 
 

ARTICLE I 
DEFINITIONS; AUTHORIZATION AND PURPOSE OF BONDS; EQUAL SECURITY 

 
SECTION 1.01.  Definitions. 
 

Unless the context otherwise requires, the terms defined in this Section shall, for all purposes of this 
Trust Agreement, have the meanings herein specified.  In addition, all terms defined in the Lease 
Agreement and not otherwise defined herein shall have the respective meanings specified in the Lease 
Agreement.  

 
“Acquisition,” “Construction” or “Acquisition and Construction” means, with respect to any 

portion of the Project, the acquisition, construction, improvement, equipping, renovation, remodeling or 
reconstruction thereof. 

 
“Agency”  means the Municipal Financing Agency of Lakeport, a joint exercise of powers 

authority organized and existing under the laws of the State of California.  
 
 “Agency Board”  means the governing Board of Directors of the Agency. 

 
“Agency Representative” means the Chairperson, Vice-Chairperson, Executive Director, Treasurer, 

Secretary, or any other person authorized by resolution of the Agency Board to act on behalf of the Agency 
under or with respect to this Trust Agreement. 
 

“Assignment Agreement”  means the Assignment Agreement, dated as of June 1, 2016, by and 
between the Agency as assignor and the Trust Administrator as assignee, as originally executed or as 
thereafter amended pursuant to any duly authorized and executed amendments thereto. 

 
“Average Annual Lease Payment” means the sum of (1) the principal installments of the Base 

Rental Payments for Outstanding Bonds falling due by their terms and (2) the interest accruing on all 
Outstanding Bonds until paid by their terms or prepaid, divided by the total number of Fiscal Years from 
the date of issuance of the Bonds to and including the final maturity of the Bonds. 

 
“Base Rental Payments” or “Rental Payments” means all payments required to be paid by the 
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Agency pursuant to Section 3(a) of the Lease Agreement including any prepayment thereof pursuant to 
Section 12 of the Lease Agreement. 

 
“Bond Counsel”  means (a) The  Weist Law Firm, and (b) any other attorney or firm of attorneys of 

nationally recognized expertise with respect to legal matters relating to municipal obligations, the interest 
on which is excludable from gross income pursuant to Section 103 of the Tax Code. 
 

“Business Day”  means a day other than a Saturday, Sunday or legal holiday, on which banking 
institutions in the State of California, or in any state in which the Office of the Trust Administrator is 
located, are not closed. 

 
“Bond Proceeds” means the $_________ amount received by the Agency from from the issuance, 

sale of delivery of the Bonds. 
 
“Bond Year” means each twelve-month period extending from June 2 in one calendar year to June 

1 in the succeeding calendar year, both dates inclusive, except that the first Bond Year shall extend from the 
Closing Date to June 1, 2017. 
 

“Bonds”  means the Municipal Financing Agency of Lakeport, Series 2016 Lease Revenue Bonds 
(Police Station Project), Bank Qualified, issued pursuant to terms and provisions of this Trust Agreement. 
 

“City” means the City of Lakeport, a general law city and public agency duly organized and validly 
existing under the constitution and laws of the State of California. 

 
“City Council” or “Council”  means the City Council of the City, as the legislative body of the City. 

 
“Closing Date”  means June __, 2016, being the day when the Bonds, duly authenticated by the 

Trust Administrator, are delivered to the Government as the Original Purchaser. 
 

“Costs of Issuance”  means all items of expense directly or indirectly payable by or reimbursable to 
the City or the Agency relating to the execution and delivery of the Lease Agreement or the execution, sale 
and delivery of the Bonds, including but not limited to filing and recording costs, settlement costs, printing 
costs, reproduction and binding costs, initial fees and charges of the Trust Administrator (which shall 
include legal fees and the first annual administration fee of the Trust Administrator), financing discounts, 
legal fees and charges, insurance fees and charges, financial and other professional consultant fees, fees for 
execution, transportation and safekeeping of the Bonds and charges and fees in connection with the 
foregoing. 

 
“County” means the County of Lake, a public body and political subdivision duly organized and 

validly existing under the laws of the State of California. 
 
“City Representative” means the Mayor, Mayor Pro Tem, City Manager, Finance Director and City 

Clerk or Acting City Clerk, or any other person authorized by resolution of the City Council to act on behalf 
of the City under or with respect to this Trust Agreement.  
 

“Debt Service”  means the scheduled amount of interest and amortization of principal payable with 

ATTACHMENT 4



 

TRUST AGREEMENT 
4 

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

“Denomination Amount” or “Authorized Denominations” means the minimum denomination of 
each Bond which is One Thousand Dollars ($1,000). 

 
“Event of Default”  means an event of default under the Lease Agreement, as defined in Section 11 

thereof. 
 
“Fair Market Value”  means the price at which a willing buyer would purchase the investment from 

a willing seller in a bona fide, arm’s length transaction (determined as of the date the contract to purchase or 
sell the investment becomes binding) if the investment is traded on an established securities market (within 
the meaning of Section 1273 of the Tax Code) and, otherwise, the term “Fair Market Value” means the 
acquisition price in a bona fide arm’s length transaction (as referenced above) if (i) the investment is a 
certificate of deposit that is acquired in accordance with applicable regulations under the Tax Code, (ii) the 
investment is an agreement with specifically negotiated withdrawal or reinvestment provisions and a 
specifically negotiated interest rate (for example, a guaranteed investment contract, a forward supply 
contract or other investment agreement) that is acquired in accordance with applicable regulations under the 
Tax Code, (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 ten percent 
(10%) beneficial interest therein if the return paid by the fund is without regard to the source of the 
investment. 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 any direct obligations of the United States of America (including 

obligations issued or held in book-entry form on the books of the Department of the Treasury of the United 
States of America), or other obligations for which the faith and credit of the United States of America are 
pledged for the payment of principal and interest. 

 
“Fiscal Year”  means any period of twelve (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 Rural Utilities Service, United 
States Department of Agriculture (or successor agency, bureau or division). 
 

“Independent Certified Public Accountant” means any accountant or firm of such accountants duly 
licensed or registered or entitled to practice and practicing as such under the laws of the State of California, 
appointed by the Agency, and who, or each of whom: 

 
 (1) is in fact independent and not under domination of the City or Agency; 
 

(2) does not have any substantial interest, direct or indirect, with the City or Agency; and 
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(3) is not connected with the City or Agency as an officer or employee of the City or Agency, 
but who may be regularly retained to make reports to the City or Agency. 

 
“Independent Financial Consultant” means any financial consultant or firm of such consultants 

appointed by the City or Agency, and who, or each of whom: 
 

 (1) is in fact independent and not under domination of the City or Agency; 
 

(2) does not have any substantial interest, direct or indirect, with the City or Agency; and 
 

(3) is not connected with the City or Agency as an officer or employee of the City or Agency, 
but who may be regularly retained to make reports to the City or Agency. 

 
“Interest Account” means the account by that name established and held by the Trust Administrator 

pursuant to Section 4.02 hereof. 
 

“Interest Payment Date”  means December 1 and June 1 of each year, commencing December 1, 
2016, so long as any Bonds are Outstanding. 

 
“Interest Rate” means the rate of interest to be paid on the Bond which is _.___% per annum. 
 
“Lease” or “Lease Agreement”  means the Lease Agreement dated as of June 1, 2016, by and 

between the Agency as lessor and the City as lessee, as originally executed or as thereafter amended 
pursuant to any duly authorized and executed amendments thereto. 

 
“Lease Payment Date”  means, with respect to any Interest Payment Date, the fifth (5th) calendar 

day immediately preceding such Interest Payment Date.   
 
“Lease Revenue Fund”  means the fund by that name established and held by the Trust 

Administrator pursuant to Section 4.02 hereof. 
 

“Maximum Annual Debt Service”  means the largest of the sums obtained for any Bond Year after 
totaling the following for each such Bond Year: 

 
A. The principal amount of all Outstanding Bonds maturing or required to be redeemed by 

mandatory sinking account prepayment in such Bond Year; and 
 

B. The interest which would be due during such Bond Year on the aggregate principal amount 
of Bonds which would be Outstanding in such Bond Year if the Bonds Outstanding on the date of such 
computation were to mature or be redeemed in accordance with the applicable maturity or mandatory 
sinking account prepayment schedule. At the time and for the purpose of making such computation, the 
amount of Bonds already retired in advance of the above mentioned schedule or schedules shall be deducted 
pro rata from the remaining amounts thereon. 
 

“Net Proceeds”  means insurance proceeds or an eminent domain award (including any proceeds of 
sale to a governmental entity under threat of the exercise of eminent domain powers), paid with respect to 
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the Property, to the extent remaining after payment therefrom of all expenses incurred in the collection 
thereof. 

 
“Office,” or “Trust Office”  means the office of the Trust Administrator in City of Lakeport, 

California, or at such other address or addresses designated by the Trust Administrator in written notice 
filed with the City, the Agency and the Owners, including such other office for registration, transfer, 
exchange, or payment of Bonds. 

 
“Original Purchaser” means the Government as the first purchaser of the Bonds (evidenced by a 

single fully registered Bond) upon their authentication and delivery by the Trust Administrator on the 
Closing Date. 
 

“Outstanding”  means used as of any particular time with respect to Bonds, means all Bonds 
theretofore authenticated and delivered by the Trust Administrator under this Trust Agreement, except: 

 
(a) Bonds theretofore cancelled by the Trust Administrator or surrendered to the Trust 

Administrator for cancellation; 
 

(b) Bonds deemed to have been paid or discharged pursuant to Section 10.03 hereof; 
and 
 

(c) Bonds in lieu of or in exchange for which other Bonds shall have been 
authenticated and delivered by the Trust Administrator pursuant to this Trust Agreement. 
 
“Owner” or “Bond Owner” when used with respect to the Bonds means the Government, or any 

subsequent owner in whose name the ownership of such Bonds has been assigned in accordance herewith 
and in the Trust Agreement, as registered in the Registration Books. 

 
  “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: 

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

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

“Prepayment Account” means the account by that name established and held by the Trust 
Administrator pursuant to Section 2.03(c) hereof. 

 
 “Principal Account” means the account by that name established and held by the Trust 

Administrator pursuant to Section 4.02 hereof. 
 
“Principal Amount”  means the aggregate authorized principal amount of the Bonds, which is 

$_________. 
 
“Principal Payment Date”  means June 1 of each year, commencing June 1, 2017, so long as any 

Bonds are Outstanding. 
 
“Project” means the Acquisition and Construction of a _____ square foot police station located at 

_______________, Lakeport, California. 
 

“Project Costs” means the Acquisition and Construction costs associated with the implementation 
and equipping of the Project. 

 
“Project Fund” means the fund by that name established pursuant to Section 3.01 hereof. 

 
“Record Date”  means the close of business on the fifteenth (15th) day of the month preceding each 

Interest Payment Date, whether or not such fifteenth (15th) day is a Business day. 
 
“Registration Books”  means the records maintained by the Trust Administrator pursuant to Section 

2.09 for registration of the ownership and transfer of ownership of the Bonds. 
 

“Request of the Agency”  means a request in writing signed by the President, Vice President, Executive 
Director, Treasurer or Secretary of the Agency or by any other officer of the Agency duly authorized by the 
Agency for that purpose, as evidenced in writing to the Trust Administrator. 

 
“Request of the City”  means a request in writing signed by the Mayor, Mayor Pro Tem, City 

Manager or Finance Director, or by any other officer of the City duly authorized for that purpose. 
 
“Reserve Contribution” means an amount equal to one-tenth of the Reserve Requirement. 
 
“Reserve Fund” means the fund by that name established under, and held by the Trust 

Administrator pursuant to, Section 3.02 of this Trust Agreement. 
 
“Reserve Requirement,” or “Reserve Fund Requirement” means, as of any date of calculation after 

June 1, 2026, an amount equal to the Average Annual Lease Payment, as accumulated pursuant to Section 
3.02 hereof. 
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“Revenues” means (a) all Base Rental Payments payable by the City pursuant to the Lease 

Agreement (including prepayments), (b) investment income with respect to any moneys held by the Trust 
Administrator, and (c) any insurance proceeds or condemnation awards received by or payable to the Trust 
Administrator relating to the Base Rental Payments, including rental interruption insurance. 

 
“S&P”  means Standard & Poor’s Ratings Group, a division of McGraw-Hill, Inc., New York, New 

York, or its successors. 
 
“Site,” “Site and Facilities” or “Property” means the real property and all existing improvements 

thereon, as applicable, described in Exhibits A and B of the Lease Agreement, as such descriptions may be 
revised and amended from time to time pursuant to the terms of the Lease Agreement. 

 
“Site Lease”  means that certain Site and Facilities Lease, dated as of June 1, 2016, by and between 

the City and the Agency, pursuant to which the Agency leases the Site (including all existing improvements 
thereon) from the City. 
 

“State” means the State of California. 
 
“Supplemental Trust Agreement”  means any resolution, agreement or other instrument then in full 

force and effect which amends or supplements this Trust Agreement, and which has been duly adopted or 
entered into by the City or Agency; but only if and to the extent that such Supplemental Trust Agreement is 
specifically authorized under this Trust Agreement. 

 
“Tax Code” or “Code” or means the Internal Revenue Code of 1986, as amended.  Any reference 

herein to a provision of the Tax Code shall include all applicable Tax Regulations promulgated with respect 
to such provision. 
 

“Tax Regulations”  means temporary and permanent regulations promulgated under the Tax Code. 
 
“Term Bonds”  means the Bonds that are payable on or before their specified maturity dates from 

mandatory sinking account payments established for that purpose and calculated to retire such Bonds on or 
before their specified maturity dates. 
 

“Trust Administrator”  means the Finance Director of the City of Lakeport, or any successor thereto 
acting as Trust Administrator pursuant to this Trust Agreement. 

 
“Trust Agreement”  means this Trust Agreement dated as of June 1, 2016, by and among the Trust 

Administrator, the City and the Agency, as originally executed or as thereafter amended pursuant to any 
amendments hereto permitted to be made hereunder. 

 
SECTION 1.02.  Legal Authority.  
 

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.   
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SECTION 1.03. Rules of Construction.  
 

All references in this Trust Agreement 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 1.04. Authorization and Purpose of Bonds.  
 

The City and the Agency have each reviewed all proceedings heretofore taken relative to the 
authorization of the Bonds and each have found, as a result of such review, and hereby finds and determines 
that all things, conditions, and acts required by law to exist, to happen and to be performed precedent to and 
in the issuance of the Bonds do exist, have happened and have been performed in due time, form and 
manner as required by law, and the City and the Agency are now authorized under this Trust Agreement and 
all applicable laws of the State of California, to issue the Bonds in the manner and form provided in this 
Trust Agreement. Accordingly, the City and the Agency each hereby authorize the issuance of the Bonds 
pursuant to this Trust Agreement for the purpose described in the recitals hereof. 
 
SECTION 1.05. Equal Security.  
  

In consideration of the acceptance of the Bonds by the Owners thereof, this Trust Agreement shall 
be deemed to be and shall constitute a contract between the Agency and the Owners from time to time of 
the Bonds; and the covenants and agreements herein set forth to be performed on behalf of the City and the 
Agency shall be for the equal and proportionate benefit, security and protection of all Owners of the Bonds 
without preference, priority or distinction as to security or otherwise of any of the Bonds over any of the 
others by reason of the number or date thereof or the time of sale, execution or delivery thereof, or 
otherwise for any cause whatsoever, except as expressly provided therein or herein. 

 
 

ARTICLE II 

THE CERTIFICATES 
 
SECTION 2.01. Designation.  
 

The City and the Agency each hereby authorize the issuance of the Bonds under and subject to the 
terms of this Trust Agreement and applicable laws of the State of California for the purpose of financing the 
Project. The Bonds shall be designated the “Municipal Financing Agency of Lakeport, Series 2016 Lease 
Revenue Bonds (Police Station Project), Bank Qualified.”  

 
SECTION 2.02. Form and Terms of Bonds.  
 

(a)  Amount, Form and Registration of the Bonds. The Bonds shall be issued in the original 
aggregate principal amount of $_________, evidencing and representing the aggregate Principal 
Components of the Base Rental Payments and separately evidencing and representing a proportionate, 
undivided interest in the Base Rental Payments, as set forth in Exhibit B of the Lease Agreement. The 
Bonds shall be issued in the form of a single, fully registered certificate in the form attached to this Trust 
Agreement as Exhibit A.  The Bonds shall be registered in the name of United States of America, Acting 
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through the Department of Agriculture, Rural Development, as the Original Purchaser of the Bonds. 
 
(b)  Principal and Interest Payments.  The Bonds shall be dated June __, 2016, and shall be payable 

in installments of principal and interest in the amounts and on the dates specified in the Bonds (subject to 
any right of prior prepayment hereinafter mentioned), with interest with respect thereto shall be computed at 
the Interest Rate of _.__% per annum (calculated on the basis of a 360-day year composed of twelve 30-day 
months). The City shall pay principal of and interest on the Bonds to the Owner in lawful money of the 
United States of America in accordance with Section 5.01 hereof. 

 
(c)  Interest Payment Dates.  Each Bond shall bear interest from the Interest Payment Date next 

preceding the date of authentication thereof, unless (i) it is authenticated during the period from the day 
after the Record Date for an Interest Payment Date to and including such Interest Payment Date, in which 
event it shall bear interest from such Interest Payment Date, or (ii) it is authenticated on or prior to the 
Record Date for the first Interest Payment Date, in which event it shall bear interest from June __, 2016; 
provided, however, that if, at the time of authentication of any Bond interest with respect to such Bond is in 
default, such Bond shall bear interest from the Interest Payment Date to which interest has been paid or 
made available for payment with respect to such Bond. 

 
(d)  Interest Payments. Said amounts are payable in lawful money of the United States of America, 

which at the time of payment is legal tender for the payment of public and private debts. Principal is 
payable in lawful money of the United States of America upon surrender (with the exception that, if the 
Government is the Owner of the single, fully-registered Bond, surrender shall not be required for payment, 
except for final payment) thereof at the Trust Office of the Trust Administrator, and interest is payable by 
check or draft mailed by first class mail by the Trust Administrator on each Interest Payment Date to the 
Registered Owner at such Registered Owner’s address as it appears on the Bonds register of the Trust 
Administrator on the Record Date; provided that so long as the Government remains the Registered Owner 
of the Bonds, payment of principal and interest shall be made on each Interest Payment Date to the 
Government, as the Registered Owner, in accordance with Section 5.01 hereof.  

 
SECTION 2.03. Prepayment of Bonds. 
 

(a) Extraordinary Prepayment. The Bonds are subject to prepayment prior to their respective 
maturity dates, upon notice as hereinafter provided, in whole or in part (but not in a total prepayment 
amount of less than One Thousand Dollars ($1,000.00)), on any date, either in inverse order of maturity or 
pro-rata, and by lot within a maturity, from (i) prepaid Base Rental Payments made by the City pursuant to 
Section 12(a) of the Lease Agreement from funds received by the City due to a taking of the Property or any 
portion thereof under the power of eminent domain or from insurance proceeds received by the City due to 
damage to or destruction of the Property or any portion thereof, under the circumstances and upon the 
conditions and terms prescribed herein and in the Lease Agreement, and (ii) amounts received by the Trust 
Administrator upon an Event of Default and termination of the Lease Agreement. 
 

Prepayment pursuant to this subparagraph (a) shall be made at a prepayment price equal to the sum 
of the principal of the Bonds to be redeemed plus accrued interest thereon to the date fixed for prepayment, 
without premium. 
 

(b) Optional Prepayment.  In addition to prepayment pursuant to subparagraph (a) hereof, the 
Bonds are subject to optional prepayment without premium, in whole or in part (but not in a total 
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prepayment amount of less than One Thousand Dollars ($1,000.00)), on any date, either in inverse order of 
maturity or pro-rata, and by lot within a maturity, at the principal amount thereof, together with accrued 
interest to the date fixed for prepayment from the proceeds of optional prepayments of Base Rental 
Payments made by the City pursuant to Section 12(b) of the Lease Agreement and deposited in the Lease 
Revenue Fund by the Trust Administrator pursuant to this Section 2.03(b).    

 
(c) Prepayment Account.  Moneys to be used for prepayment of Bonds shall be transferred by 

the Trust Administrator from the Lease Revenue Fund and deposited in a Prepayment Account, which shall 
be a special fund to be held in trust by the Trust Administrator separate and apart from all other funds. Said 
moneys shall be set aside in the Prepayment Account solely for the purpose of prepaying the Bonds in 
advance of their Principal Payment Date, and shall be applied in accordance with subparagraphs (a) and/or 
(b) of the Section, as applicable. 

 
(d) Notice.  The Trust Administrator on behalf and at the expense of the City shall mail (by 

first class mail) notice of any prepayment to the respective Owners of any Bonds designated for prepayment 
to their respective addresses appearing on the Registration Books, at least 30 (unless unanimously waived 
by Owners) but not more than 60 days prior to the date fixed for prepayment, provided, however, that 
neither failure to receive any such notice so mailed nor any defect therein shall affect the validity of the 
proceedings for the prepayment of such Bonds or the cessation of the accrual of interest thereon. Such 
notice shall state the date of the notice, the prepayment date, the prepayment price and the prepayment price 
and shall designate the CUSIP numbers, if any, the Bond numbers and the maturity or maturities (in the 
event of prepayment of all of the Bonds of such maturity or maturities in whole) of the Bonds to be 
redeemed, and shall require that such Bonds be then surrendered at the Trust Office of the Trust 
Administrator for prepayment at the prepayment price, giving notice also that further interest on such Bonds 
will not accrue from and after the prepayment date. Neither the City nor the Trust Administrator shall have 
any responsibility for any defect in the CUSIP number that appears on any Bond or in any prepayment 
notice with respect thereto, and any such prepayment notice may contain a statement to the effect that 
CUSIP numbers have been assigned by an independent service for convenience of reference and that, 
neither the City nor the Trust Administrator shall be liable for any inaccuracy in such numbers. 

 
(e) Purchase in Lieu of Prepayment.  At any time prior to the selection of Bonds for 

prepayment, the Trust Administrator may, upon written direction of the City, apply amounts held for 
prepayment of Bonds to the purchase of Bonds at public or private sale, as and when and at such prices 
(including brokerage and other charges, but excluding accrued interest payable from the Interest 
Account) as the City may direct the Trust Administrator, except that the purchase price (exclusive of 
accrued interest) may not exceed the prepayment price of such Bonds; and provided further that in the case 
of optional prepayment, in lieu of prepayment at such next succeeding date of prepayment, or in 
combination therewith, amounts for prepayment may be used for payment of such Bonds to be redeemed 
in order of their due date as set forth in a request of the City. 

 
(f) Selection of Bonds for Prepayment. Whenever provision is made in this Trust Agreement 

for the prepayment of less than all of the Bonds, the Trust Administrator shall select the Bonds to be 
redeemed from all Bonds not previously called for prepayment, either in inverse order of maturity or pro-
rata, as the City shall designate (and by lot within any maturity). For purposes of such selection, all Bonds 
shall be deemed to be comprised of separate $1000 portions and such portions shall be treated as separate 
Bonds, which may be separately redeemed. 
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(g) Partial Prepayment of Bonds. In the event only a portion of any Bond is called for 

prepayment, then upon surrender of such Bond the Agency shall execute and the Trust Administrator shall 
authenticate and deliver to the Owner thereof, at the expense of the City, a new Bond or Bonds of the same 
series and maturity date, of authorized denominations in aggregate principal amount equal to the 
unredeemed portion of the Bond being redeemed. 

 
(h) Effect of Prepayment. From and after the date fixed for prepayment, if funds available for 

the payment of the principal of and interest (and premium, if any) on the Bonds so called for prepayment 
shall have been duly provided, such Bonds so called shall cease to be entitled to any benefit under this Trust 
Agreement other than the right to receive payment of the prepayment price, and no interest shall accrue 
thereon from and after the prepayment date. All Bonds redeemed pursuant to this Section 2.03 shall be 
canceled by the Trust Administrator. All moneys held by or on behalf of the Trust Administrator for the 
payment of principal of or interest or premium on Bonds whether at prepayment or maturity, shall be held 
in trust for the account of the Owners thereof and the Trust Administrator shall not be required to pay 
Owners any interest on, or be liable to Owners for any interest earned on, moneys so held. 
 
SECTION 2.04. Form of Bonds.  
 

The Bonds, the form of Trust Administrator’s certificate of authentication, and the form of 
assignment to appear thereon, shall be substantially in the respective forms set forth in Exhibit A attached 
hereto and by this reference incorporated herein with necessary or appropriate variations, omissions and 
insertions, as permitted or required by this Trust Agreement. 

 
SECTION 2.05. Execution of Bonds. 

 
The Bonds shall be signed in the name and on behalf of the Agency with the manual or facsimile 

signature of its Chairperson, Vice-Chairperson, Executive Director, Treasurer, Secretary, or any officer duly 
appointed by the City Council, and shall be delivered to the Trust Administrator for authentication. In case 
any officer of the City who shall have signed any of the Bonds shall cease to be such officer before the 
Bonds so signed shall have been authenticated or delivered by the Trust Administrator, such Bonds may 
nevertheless be authenticated, delivered and issued and, upon such authentication, delivery and issue, shall 
be as binding upon the City as though the individual who signed the same had continued to be such officer 
of the City. Also, any Bond may be signed on behalf of the City by any individual who on the actual date of 
the execution of such Bond shall be the proper officer although on the nominal date of such Bond such 
individual shall not have been such officer. 
 

Only such of the Bonds as shall bear thereon a certificate of authentication in substantially the form 
set forth in Exhibit A, manually authenticated on behalf of the Trust Administrator, shall be valid or 
obligatory for any purpose or entitled to the benefits of this Trust Agreement, and such certificate of the 
Trust Administrator shall be conclusive evidence that the Bonds so authenticated have been duly 
authenticated and delivered hereunder and are entitled to the benefits of this Trust Agreement. 

 
SECTION 2.06. Transfer of Bonds.  

 
Any Bond may, in accordance with its terms, be transferred, upon the Registration Books, by the 

person in whose name it is registered, in person or by his duly authorized attorney, upon presentation and 
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surrender of such Bond for cancellation, accompanied by delivery of a written instrument of transfer in a 
form approved by the Trust Administrator, duly executed. Whenever any Bond shall be surrendered for 
transfer, the Agency shall execute and the Trust Administrator shall thereupon authenticate and deliver to 
the transferee a new Bond or Bonds of like tenor, maturity and aggregate principal amount. The cost of 
printing any Bonds and any services rendered or expenses incurred by the Trust Administrator in 
connection with any such transfer shall be paid by the City, except that the Trust Administrator shall require 
the payment by the Owner requesting such transfer of any tax or other governmental charge required to be 
paid with respect to such transfer. The Trust Administrator shall not be required to transfer, pursuant to this 
Section, (a) any Bond during the period established by the Trust Administrator for the selection of Bonds 
for prepayment or (b) any Bond selected for prepayment pursuant to Section 2.03(f). 

 
SECTION 2.07. Exchange of Bonds.  

 
Bonds may be exchanged at the office of the Trust Administrator for the same aggregate principal 

amount of Bonds of the same tenor and maturity and of other authorized denominations. The cost of 
printing any Bonds and any services rendered or expenses incurred by the Trust Administrator in 
connection with any such exchange shall be paid by the City, except that the Trust Administrator shall 
require the payment by the Owner requesting such exchange of any tax or other governmental charge 
required to be paid with respect to such exchange. The Trust Administrator shall not be required to 
exchange, pursuant to this Section, (a) any Bond during the period established by the Trust Administrator 
for the selection of Bonds for prepayment or (b) any Bond selected for prepayment pursuant to Section 
2.03(f). 
 
SECTION 2.08. Temporary Bonds.  

 
The Bonds may be issued initially in temporary form exchangeable for definitive Bonds when 

ready for delivery. The temporary Bonds may be printed, lithographed or typewritten, shall be of such 
denominations as may be determined by the City and may contain such reference to any of the provisions of 
this Trust Agreement as may be appropriate. Every temporary Bond shall be registered and authenticated by 
the Trust Administrator upon the some conditions and in substantially the same manner as the definitive 
Bonds. If the City issues temporary Bonds, it will execute and furnish definitive Bonds without delay, and 
thereupon the temporary Bonds shall be surrendered, for cancellation, in exchange therefor at the Trust 
Office of the Trust Administrator, and the Trust Administrator shall authenticate and deliver in exchange for 
such temporary Bonds definitive Bonds of like tenor, maturity and aggregate principal amount in authorized 
denominations. Until so exchanged, the temporary Bonds shall be entitled to the same benefits under this 
Trust Agreement as definitive Bonds authenticated and delivered hereunder. 

 
SECTION 2.09. Registration Books.  

 
The Trust Administrator will keep or cause to be kept at its Trust Office sufficient records for the 

registration and transfer of the Bonds, which shall at all times during regular business hours be open to 
inspection by the Agency with reasonable prior notice; 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 records, Bonds as herein provided.  
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SECTION 2.10. Bonds Mutilated, Lost, Destroyed or Stolen.  
 

If any Bond shall become mutilated, the City, at the expense of the Owner of said Bond, shall 
execute, and the Trust Administrator shall thereupon authenticate and deliver, a new Bond of like tenor, 
maturity and aggregate principal amount in an authorized denomination in exchange and substitution for the 
Bond so mutilated, but only upon surrender to the Trust Administrator of the Bond so mutilated. Every 
mutilated Bond so surrendered to the Trust Administrator shall be canceled by the Trust Administrator. If 
any Bond issued hereunder shall be lost, destroyed or stolen, evidence of such loss, destruction or theft may 
be submitted to the Trust Administrator and, if such evidence shall be satisfactory to it and indemnity 
satisfactory to it shall be given, the City, at the expense of the Bond Owner, shall execute, and the Trust 
Administrator shall thereupon authenticate and deliver, a new Bond of like series and tenor in lieu of and in 
substitution for the Bond so lost, destroyed or stolen (or if any such Bond shall have matured or shall have 
been called for prepayment, instead of issuing a substitute Bond the Trust Administrator may pay the same 
without surrender thereof upon receipt of indemnity satisfactory to the Trust Administrator). The City may 
require payment of a reasonable fee for each new Bond issued under this Section and of the expenses that 
may be incurred by the City and the Trust Administrator. Any Bond issued under the provisions of this 
Section in lieu of any Bond alleged to be lost, destroyed or stolen shall constitute an original contractual 
obligation on the part of the City whether or not the Bond alleged to be lost, destroyed or stolen shall be at 
any time enforceable by anyone, and shall be equally and proportionately entitled to the benefits of this 
Trust Agreement with all other Bonds secured by this Trust Agreement. 
 

 

ARTICLE III 

DEPOSIT AND APPLICATION OF CERTIFICATE PROCEEDS;  

ESTABLISHMENT AND APPLICATION OF FUNDS AND ACCOUNTS 
 

SECTION 3.01. Establishment and Application of Project Fund.  
 
There is hereby established with the Trust Administrator a special trust fund to be designated the 

“Lakeport Police Station Project Fund” (the “Proceeds Fund”). The Bond Proceeds will be deposited in trust 
with the Trust Administrator, who will forthwith set aside and deposit such proceeds in the Project Fund. 

 
The Trust Administrator shall keep the Project Fund separate and apart from all other funds and 

accounts held by it and shall administer the Project Fund as provided in this Section 5.01. Amounts in the 
Project Fund will be disbursed by the Trust Administrator, upon direction from the City or Agency, solely 
for Costs of Issuance and for Project Costs. 

 
Disbursements from the Project Fund shall be made by the Trust Administrator upon receipt of a 

sequentially numbered requisition requesting disbursement executed by a City Representative setting forth 
the following: 

 
(i) 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) the amounts to be disbursed constitute Project Costs, that said amounts are 
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required to be disbursed pursuant to a contract entered into therefor by or on behalf of the Agency 
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) 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 3.01; 
 

(iv) that 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 
 

(v) 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. 
 
Upon the earlier of (i) receipt of a certificate executed by a City Representative stating that the 

entire sum of the Costs of Issuance and Acquisition and Construction Costs have been paid, or (ii) the date 
that is three (3) years after the date of delivery of the Bonds to the original purchaser thereof, the Project 
Fund will be closed and excess amounts, if any, then remaining in the Project Fund will be deposited into 
the Lease Revenue Fund. 
 
SECTION 3.02. Establishment and Application of Reserve Fund. 
 

There is hereby established with the Trust Administrator a special trust fund to be designated the 
“Reserve Fund.” The Trust Administrator shall keep the Reserve Fund separate and apart from all other 
funds and monies held by it. All amounts in the Reserve Fund shall be used and withdrawn by the Trust 
Administrator solely for the purpose of paying the interest on or principal of or prepayment premiums, if 
any, on the Bonds or for the retirement of all the Bonds then Outstanding. 

 
Not later than June 1, 2026, the amount on deposit in the Reserve Fund shall equal the Reserve 

Requirement. Commencing on June 1, 2017, and continuing through June 1, 2026 City shall deposit the 
Reserve Contribution in accordance with Section 4.3(a) of the Lease Agreement. Any amount necessary to 
restore the Reserve Fund to an amount equal to the Reserve Requirement from and after June 1, 2026, shall 
also be paid by the City as a part of its Lease Payment in accordance with Section 3(a) of the Lease 
Agreement. So long as the City is not in default hereunder, any cash amounts in the Reserve Fund in excess 
of the Reserve Requirement, as required under this Section 3.02, to be on deposit therein shall be withdrawn 
from the Reserve Fund annually and deposited in the Lease Revenue Fund. 

 
SECTION 3.03. Security Provisions.  
 

(a) The Agency has, pursuant to the Assignment Agreement, assigned to the Trust 
Administrator certain of its rights under the Site Lease and the Lease Agreement, including but not limited 
to all of the Agency’s rights to receive and collect all of the Base Rental Payments (including prepayments 
thereof) and all other amounts required to be deposited in the Lease Revenue Fund pursuant hereto or to the 
Lease Agreement. All Base Rental Payments and such other amounts to which the Agency may at any time 
be entitled shall be paid directly to the Trust Administrator, and all of the Base Rental Payments and other 
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amounts collected or received by the Agency shall be deemed to be held and to have been collected and 
received by the Agency as the agent of the Trust Administrator, and if received by the Agency at any time 
shall be deposited by the Agency with the Trust Administrator within one (1) Business Day after the receipt 
thereof, and all such Base Rental Payments and such other amounts shall be forthwith deposited by the 
Trust Administrator upon the receipt thereof in the Lease Revenue Fund. 

 
(b) The Agency and the City, as their interests may appear, hereby grant to the Trust 

Administrator for the benefit of the Owners a lien upon and a security interest in all moneys in the 
respective funds and accounts held by the Trust Administrator under this Trust Agreement, including 
without limitation the Lease Revenue Fund, the Project Fund and the Reserve Fund, and all such moneys 
shall be held by the Trust Administrator in trust and shall be applied to the respective purposes specified 
herein and in the Lease Agreement. 

 
(c) The Base Rental Payments are hereby irrevocably pledged to and shall be used for the 

punctual payment of the interest and principal represented by the Bonds, and Base Rental Payments shall 
not be used for any other purpose while any of the Bonds remain Outstanding. This pledge shall constitute a 
first and exclusive lien upon the Base Rental Payments in accordance with the terms hereof. 

 
(d) In consideration of the acceptance of the Bonds by the Owners, this Trust Agreement shall 

be deemed to be and shall constitute a contract between the Trust Administrator and the Owners to secure 
the full and final payment of the interest and principal evidenced and represented by the Bonds, subject to 
the agreements, conditions, covenants and terms contained herein; and all agreements, conditions, 
covenants and terms contained herein required to be observed or performed by or on behalf of the Trust 
Administrator shall be for the equal and proportionate benefit, protection and security of all Owners without 
distinction, preference or priority as to benefit, protection or security of any Bonds over any other Bonds by 
reason of the number or date thereof or the time of execution or delivery thereof or otherwise for any cause 
whatsoever, except as expressly provided herein or therein. 
 
SECTION 3.04. Validity of Bonds.  

 
The validity of the authorization and issuance of the Bonds shall not be affected in any way by any 

proceedings taken with respect to the application of the proceeds of the Bonds, and the recital contained in 
the Bonds that the same are issued pursuant to the appropriate law shall be conclusive evidence of their 
validity and of the regularity of their issuance. 
 
 

ARTICLE IV  

REVENUES; FLOW OF FUNDS 
 

SECTION 4.01. Pledge of Revenues; Assignment of Rights.  
 

The Bonds shall be secured by a first lien on and pledge (which shall be effected in the manner and 
to the extent hereinafter provided) of all of the Revenues and a pledge of all of the moneys in the Interest 
Account, the Principal Account and the Prepayment Account, including all amounts derived from the 
investment of such moneys. The Bonds shall be equally secured by a pledge, charge and lien upon the 
Revenues and such moneys without priority for number, date of the Bonds, date of execution or date of 
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delivery; and the payment of the interest on and principal of the Bonds and any premiums upon the 
prepayment of any portion thereof shall be and are secured by an exclusive pledge, charge and lien upon the 
Revenues and such moneys. So long as any of the Bonds are Outstanding, the Revenues and such moneys 
shall not be used for any other purpose; except that out of the Revenues there may be apportioned such 
sums, for such purposes, as are expressly permitted by Section 4.02. 

 

The Agency hereby transfers in trust and assigns to the Trust Administrator, for the benefit of the 
Owners from time to time of the Bonds, all of the Revenues and all of the right, title and interest of the 
Agency in the Lease Agreement, including its rights to receive the Base Rental Payments scheduled to be 
paid by the City under and pursuant to the Lease Agreement and any and all of the other rights of the 
Agency under the Lease Agreement as may be necessary to enforce payment of such Base Rental Payments 
when due or otherwise to protect the interest of the Owners of the Bonds, including its leasehold title to the 
Property leased to the City pursuant to the Lease Agreement. The Trust Administrator accepts such 
assignments. Subject to the provisions of this Trust Agreement, the Trust Administrator shall be entitled to 
and shall receive all of the Revenues, and any Revenues collected or received by the Agency shall be 
deemed to be held, and to have been collected or received, by the Agency as the agent of the Trust 
Administrator and shall forthwith be paid by the Agency to the Trust Administrator. 
 
SECTION 4.02. Lease Revenue Fund; Receipt, Deposit and Application of Revenues.  
 

All Revenues shall be deposited by the Trust Administrator in a special fund designated as the 
“Lease Revenue Fund,” which the Trust Administrator shall establish, maintain and hold in trust hereunder. 
 

On or before each Interest Payment Date, the Trust Administrator shall transfer from the Lease 
Revenue Fund and deposit into the following respective accounts (each of which the Trust Administrator 
shall establish and maintain within the Lease Revenue Fund), the following amounts in the following order 
of priority, the requirements of each such account (including the making up of any deficiencies in any such 
account resulting from lack of Revenues sufficient to make any earlier required deposit) at the time of 
deposit to be satisfied before any transfer is made to any account subsequent in priority: 
 

(a) Interest Account. On or before each Interest Payment Date, the Trust Administrator shall 
deposit in the Interest Account an amount required to cause the aggregate amount on deposit in the Interest 
Account to equal the amount of interest becoming due and payable on such Interest Payment Date on all 
Outstanding Bonds. No deposit need be made into the Interest Account if the amount contained therein is at 
least equal to the interest becoming due and payable upon all Outstanding Bonds on each succeeding 
Interest Payment Date within the then current Bond Year. All moneys in the interest Account shall be used 
and withdrawn by the Trust Administrator solely for the purpose of paying the interest on the Bonds as it 
shall become due and payable (including accrued interest on any Bonds redeemed prior to maturity), 

 
(b) Principal Account.  On or before each Interest Payment Date, the Trust Administrator shall 

deposit in the Principal Account an amount required to cause the aggregate amount on deposit in the 
Principal Account to equal the principal amount of the Bonds and any Additional Bonds maturing or 
required to be redeemed through mandatory sinking account prepayment on such Interest Payment Date 
pursuant to Section 2.02 or Section 2.03 or pursuant to a Supplemental Trust Agreement, as the case may 
be. All moneys in the Principal Account shall be used and withdrawn by the Trust Administrator solely for 
the purpose of paying the principal of the Bonds. 
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(c) Reserve Fund. In accordance with Section 3.02, the Trust Administrator shall receive 
Reserve Contribution payments from the City until the amount on deposit in the Reserve Fund equals the 
Reserve Requirement. On or before each Interest Payment Date after such time as the balance in the 
Reserve Fund reaches the Reserve Requirement, the Trust Administrator shall deposit in the Reserve Fund 
such amount as may be necessary to maintain a balance therein equal to the Reserve Requirement. No 
deposit need be made in the Reserve Fund so long as there shall be on deposit an amount equal to the 
Reserve Requirement. All money in (or available to) the Reserve Fund shall be used and withdrawn by the 
Trust Administrator solely for the purpose of replenishing the Interest Account or the Principal Account in 
such order, in the event of any deficiency at any time in either of such accounts, or for the purpose of paying 
the interest on or principal of or redemption premiums, if any, on the Bonds in the event that no other 
money of the Agency is lawfully available therefor, or for the retirement of all Bonds Outstanding. 

 
(d) Surplus.  On June 15 and December 15 of each year the Trust Administrator shall 

determine the amount, if any, remaining in the Lease Revenue Fund after making the deposits required by 
subparagraphs (a) through (c) above and the transfers of investment earnings pursuant to Section 4.03, and 
shall apply such amount as a credit against the next following Base Rental Payment. Notwithstanding the 
foregoing, if directed in a Request of the City, the Trust Administrator shall, with respect to all or any 
portion of such amount, pay, or set aside an amount for the payment of, any Rebate Requirement (as 
defined in the Tax Certificate) in accordance with a computation made by the City. 
 
SECTION 4.03. Investments; Allocations.  

 
All moneys in any of the funds or accounts established with the Trust Administrator pursuant to this 

Trust Agreement shall be invested by the Trust Administrator solely in Permitted Investments pursuant to 
the direction of the City given to the Trust Administrator two Business Days in advance of the making of 
such investments (and promptly confirmed in writing, as to any such direction given orally). In the absence 
of any such direction from the City, the Trust Administrator shall invest any such moneys in money market 
funds described in (g) of the definition of Permitted Investments. Obligations purchased as an investment of 
moneys in any fund or account shall be deemed to be part of such fund or account. 

 
On June 15 and December 15 of each year, or such earlier date as may be requested in writing by 

the City, the Trust Administrator shall transfer all investment earnings on amounts in the Principal Account 
and the Interest Account to the Lease Revenue Fund. For purposes of acquiring any investments hereunder, 
the Trust Administrator may commingle funds held by it hereunder. The Trust Administrator may act as 
principal or agent in the acquisition of any investment and may impose its customary charges therefor. The 
Trust Administrator may act as manager, sponsor, advisor or depository with respect to any Permitted 
Investment. The Trust Administrator shall incur no liability for losses arising from any investments made 
pursuant to this Section.  

 
SECTION 4.04. Valuation and Disposition of Investment.  

 
For the purpose of determining the amount in any fund or account, Permitted Investments credited 

to such fund or account shall be valued semi-annually on or before each Interest Payment Date at the lower 
of cost or market value (excluding any brokerage commissions and excluding any accrued interest). 
Investments held in the Reserve Account shall not have maturities extending beyond five years. 
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ARTICLE V 

COVENANTS OF THE CITY 
 
SECTION 5.01. Punctual Payment.  

 
The City shall punctually pay or cause to be paid the principal, interest and premium (if any) to 

become due in respect of all the Bonds, in strict conformity with the terms of the Bonds and of this Trust 
Agreement, according to the true intent and meaning thereof, but only out of Revenues and other assets 
pledged for such payment as provided in this Trust Agreement. So long as the Government remains the 
Registered Owner of the Bonds, payment of principal of and interest on the Bonds shall be made on each 
Interest Payment Date by either Pre-Authorized Debit (PAD) payment process, or any other mutually 
acceptable method of payment as shall be mutually agreed upon by the City and the Government in writing, 
including the following (or at such other place as the Government may designate in writing): 

 
 
 
 
 
 
 
 
 
 
SECTION 5.02. Extension of Payment of Bonds.  

 
The City shall not directly or indirectly extend or assent to the extension of the maturity of any of 

the Bonds or the time of payment of any claims for interest by the purchase of such Bonds or by any other 
arrangement, and in case the maturity of any of the Bonds or the time of payment of any such claims for 
interest shall be extended, such Bonds or claims for interest shall not be entitled, in case of any default 
hereunder, to the benefits of this indenture, except subject to the prior payment in full of the principal of all 
of the Bonds then Outstanding and of all claims for interest thereon which shall not have been so extended. 
Nothing in this Section shall be deemed to limit the right of the City to issue Bonds for the purpose of 
refunding any Outstanding Bonds, and such issuance shall not be deemed to constitute an extension of 
maturity of the Bonds. 

 
SECTION 5.03. Against Encumbrances.  

 
The City shall not create, or permit the creation of, any pledge, lien, charge or other encumbrance 

upon the Revenues and other assets pledged or assigned under this Trust Agreement while any of the Bonds 
are Outstanding, except the pledge and assignment created by this Trust Agreement. Subject to this 
limitation, the City expressly reserves the right to enter into one or more other indentures for any of its 
corporate purposes, and reserves the right to issue other obligations for such purposes. 

 
SECTION 5.04. Power to Issue Bonds and Make Pledge and Assignment.  

 
The City is duly authorized pursuant to law to issue the Bonds and to enter into this Trust 
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Agreement and to pledge and assign the Revenues, the Lease Agreement and other assets purported to be 
pledged and assigned, respectively, under this Trust Agreement in the manner and to the extent provided in 
this Trust Agreement. The Bonds and the provisions of this Trust Agreement are and will be the legal, valid 
and binding special obligations of the City and the Agency in accordance with their terms, and the City, the 
Agency and the Trust Administrator (subject to the provisions of Section 6.02 hereof) shall at all times, to 
the extent permitted by law, defend, preserve and protect said pledge and assignment of Revenues and other 
assets and all the rights of the Bond Owners under this Trust Agreement against all claims and demands of 
all persons whomsoever. 

 
SECTION 5.05. Accounting Records and Financial Statements.  

 
The Trust Administrator shall at all times keep, or cause to be kept, proper books of record and 

account, prepared in accordance with corporate trust industry standards, in which complete and accurate 
entries shall be made of all transactions by the Trust Administrator relating to the proceeds of Bonds, the 
Revenues, the Lease Agreement and all funds and accounts established pursuant to this Trust Agreement. 
Such books of record and account shall be available for inspection by the Agency and the City during 
regular business hours with reasonable prior notice. 

 
SECTION 5.06. Additional Obligations.  
 

The City covenants that no additional bonds, notes or indebtedness shall be issued or incurred that 
are payable out of the Revenues in whole or in part. 
 

SECTION 5.07. Lease.  
 
The Trust Administrator, as assignee of the Agency’s rights under the Lease Agreement pursuant to 

Section 4.01 and under the Assignment Agreement, shall receive all amounts due from the Agency and City 
pursuant to the Lease Agreement. 

 
The City and the Agency will faithfully comply with, keep, observe and perform all the agreements, 

conditions, covenants and terms contained in the Lease Agreement required to be complied with, kept, 
observed and performed by it and, together with the Trust Administrator, will enforce the Lease Agreement 
against the City in accordance with its terms. 

 
Except as provided in Sections 6 and 7 of the Lease Agreement, the City will not alter, amend or 

modify the Lease Agreement without the prior written consent of the Government, which consent shall be 
given only (i) if the Trust Administrator receives on opinion of counsel selected by the City that such 
alteration, amendment or modification will not result in any material impairment of the security given or 
intended to be given for the payment of the Base Rental Payments, or (ii) if the Trust Administrator first 
obtains the written consents of the Owners of at least a majority in aggregate principal amount of the Bonds 
then Outstanding to such alteration, amendment or modification.  

 
Prior to any amendment or modification of the Lease Agreement pursuant to this Section, the City 

shall deliver to the Government and the Trust Administrator an opinion of Bond Counsel to the effect that 
such amendment or modification has been adopted in accordance with the requirements of this Trust 
Agreement. 
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SECTION 5.08. Tax Covenants; Rebate Fund. 
 
(a) Definitions. When used in this Section, the following terms have the following meanings: 
 

“Computation Date”  has the meaning set forth in section 1.148-(b) of the Tax Regulations. 
 
“Gross Proceeds”  means any proceeds as defined in section 1.148-l(b) of the Tax Regulations, and 

any replacement proceeds as defined in section 1.148-1(c) of the Tax Regulations, of the Bonds. 
 
“Investment” has the meaning set forth in section 1.148-1(b) of the Tax Regulations. 
 
“Nonpurpose Investment” means any investment property, as defined in section 148(b) of the Tax 

Code, in which Gross Proceeds of Tax-Exempt Bonds are invested and which is not acquired to carry out 
the governmental purposes of such Bonds. 

 
“Rebate Amount” has the meaning set forth In section 1.148-l(b) of the Tax Regulations. 
 
“Yield” of 
 

1) any Investment has the meaning set forth in section 1.148-5 of the Tax 
Regulations; and 

 

2) the Bonds has the meaning set forth in section 1.143-4 of the Tax Regulations. 
 

(b) Not to Cause Interest to Become Taxable. The City shall not use, permit the use of, or omit 
to use Gross Proceeds or any other amounts (or any property the acquisition, construction or improvement 
of which is to be financed directly or indirectly with Gross Proceeds) in a manner that if made or omitted, 
respectively, would cause the Interest on any of the Bonds to become includable in the gross income as 
defined in the Tax Code, of the owner thereof for federal income tax purposes. Without limiting the 
generality of the foregoing, unless and until the City receives a written opinion of Bond Counsel to the 
effect that failure to comply with such covenant will not adversely affect the exclusion from gross income 
for federal income tax purposes of the interest on any Bond, the City shall comply with each of the specific 
covenants in this Section. 

 
(c) Not Private Use or Private Payments. Except as would not cause any Bonds to become a 

“private activity bond” within the meaning of section 141 of the Tax Code and the Tax Regulations and 
rulings thereunder, the City shall at all times prior to the last stated maturity of Bonds: 

 
1) require that one or more state or local governmental agencies exclusively own, 

operate and possess all property the acquisition, construction or improvement of which is to be 
financed or refinanced directly or indirectly with Gross Proceeds of the Bonds, and not use or 
permit the use of such Gross Proceeds (including all contractual arrangements with terms different 
than those applicable to the general public) or any property acquired, constructed or improved with 
such Gross Proceeds in any activity carried on by any person or entity (including the United States 
or any agency, department and instrumentality thereof) other than a state or local government, 
unless such use is solely as a member of the general public; 

 
2) and not permit the direct or indirect imposition of any charge or other payment on or by 
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any person or entity who is treated as using Gross Proceeds of the Bonds or any property the 
acquisition, construction or improvement of which is to be financed or refinanced directly or indirectly 
with such Gross Proceeds, other than taxes of general application within the City or interest earned on 
investments acquired with such Gross Proceeds pending application for their intended purposes. 

 
(d) No Private Loan. Except as would not cause any Bond to become a “private activity bond” 

within the meaning of section 141 of the Tax Code and the Tax Regulations and rulings thereunder, the City 
shall not use or permit the use of Gross Proceeds of the Bonds to make or finance loans to any person or 
entity other than a state or local government. For purposes of the foregoing covenant, such Gross Proceeds 
are considered to be “loaned” to a person or entity if: (1) property acquired, constructed or improved with 
such Gross Proceeds is sold or leased to such person or entity in a transaction that creates a debt for federal 
income tax purposes; (2) capacity in or service from such property is committed to such person or entity 
under a take-or-pay, output or similar contract or arrangement; or (3) indirect benefits, or burdens and 
benefits of ownership, of such Gross Proceeds or any property acquired, constructed or improved with such 
Gross Proceeds are otherwise transferred in a transaction that is the economic equivalent of a loan. 

 
(e) Not to Invest at Higher Yield. Except as would not cause the Bonds to become “arbitrage 

bonds” within the meaning of the Tax Code and the Tax Regulations and rulings thereunder, the City shall 
not at any time prior to the final Stated Maturity of the Bonds directly or indirectly invest or permit the 
Investment of Gross Proceeds in any Investment, if as a result of such investment the Yield on Investments 
acquired with Gross Proceeds, whether then held or previously disposed of, materially exceeds the Yield of 
the Bonds. For purposes of this paragraph, Yield on Investments shall be determined in accordance with the 
provisions of section 1.148-5 of the Tax Regulation, which, under certain circumstances, requires Yield to 
be determined on less than all such Investments. 

 
(f) Not Federally Guaranteed. Except to the extent permitted by section 149(b) of the Tax 

Code and the Tax Regulations and rulings thereunder, the City shall not take or omit to take, or permit, any 
action that would cause any Bonds to be treated as “federally guaranteed” within the meaning of the Tax 
Code and the Tax Regulations and rulings thereunder. 

 
(g) Information Report. The City shall timely file or cause to be filed any information required 

by section 149(e) of the Tax Code with respect to the Bonds with the Secretary of the Treasury on Form 
8038-G or such other form and in such place as the Secretary may prescribe. 

 
(h) Rebate. Except to the extent otherwise provided in section 148(f) of the Tax Code and the 

Tax Regulations and rulings thereunder: 
 

(1) The City shall account for all Gross Proceeds (including all receipts, expenditures 
and investments thereof) on its books of account separately and apart from all other funds (and 
receipts, expenditures and investments thereof) and shall retain all records of accounting for at least 
six years after the day on which the last Outstanding Bond is retired. However, to the extent 
permitted by law, the City may commingle Gross Proceeds of Bonds with other money of the City, 
provided that the City separately accounts for each receipt and expenditure of Gross Proceeds and 
the obligations acquired therewith. 

 
(2) Not less frequently than each Computation Date, the City shall calculate the 
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Rebate Amount in accordance with rules set forth in section 148(f) of the Tax Code and the Tax 
Regulations and rulings thereunder, which the City shall maintain with its official transcript of 
proceedings relating to the issuance of the Bonds until six years after the final Computation Date. 

 
(3) In order to assure the excludability of the interest on Bonds from the gross income 

of the owners thereof for federal income tax purposes, the City shall make rebate payments at the 
times and in the amounts as are or may be required by section 148(f) of the Tax Code and the Tax 
Regulations and rulings thereunder, which payments shall be accompanied by Form 8038-T or such 
other forms and information as is or may be required by Section 148(f) of the Tax Code and the 
Tax Regulations and rulings thereunder; provided, however, that the liability of the City to make 
any such payments shall be limited to amounts received by it for such purpose pursuant to the 
Lease Agreement. 

 
(4) The City shall cause the exercise of reasonable diligence to assure that no errors 

are made in the calculations and payments required by paragraphs (2) and (3), and if an error is 
made, to discover and promptly correct such error within a reasonable amount of time thereafter 
(and in all events within one hundred eighty (180) days after discovery of the error), including 
payment to the United States of any additional Rebate Amount owed to it, interest thereon, and any 
penalty imposed under section 1.148-3(h) of the Tax Regulations. 

 
The Trust Administrator shall not be responsible for calculating rebate amounts or for the adequacy or 

correctness of any rebate report or rebate calculations and shall have no independent duty to review any 
rebate calculations or enforce the compliance with such rebate requirements or the covenants of the City 
provided herein. 

 
(i) Not to divert Arbitrage Profits. Except to the extent permitted by section 148 of the Tax 

Code and the Tax Regulations and rulings thereunder, the City shall not enter into any transaction that 
reduces the amount required to be paid to the United States pursuant to section l48(f) of the Tax Code 
because such transaction results in a smaller profit or a larger loss than would have resulted if the 
transaction had been at arm’s length and the Yield of the Bonds had been irrelevant to each party. 

 
(j) Small Issuer Exemption from Bank Deductibility Restriction.  The City hereby designates 

the Bonds as a “qualified tax-exempt obligation” for the purposes and within the meaning of Section 
265(b)(3) of the Tax Code. In support of such designation, the City hereby certifies that (i) the Bonds will 
be at no time a “private activity bond” (as defined in Section 141 of the Tax Code), (ii) as of the date hereof 
in calendar year 2016, other than the Lease Agreement, no tax-exempt obligations of any kind have been 
issued (A) by or on behalf of the City, (B) by other issuers, any of the proceeds of which have been or will 
be used to make any loans to the City, or (C) any portion of which has been allocated to the City for 
purposes of Section 265(b) of the Tax Code, and (iii) not more than $10,000,000 of obligations of any kind 
(including the Bonds) issued (A) by or on behalf of the City, (B) by other issuers any of the proceeds of 
which have been or will be used to make any loans to the City, or (C) any portion of which has been 
allocated to the City for purposes of Section 265(b) of the Tax Code during calendar year 2016 will be 
designated for purposes of Section 265(b)(3) of the Tax Code. The City is not subject to control by any 
entity, and there are no entities subject to control by the City. On the date hereof, the City does not 
reasonably anticipate that for calendar year 2016 it will issue, borrow the proceeds of or have allocated to it 
for purposes of Section 265(b) of the Tax Code, any Section 265 Tax-Exempt Obligations (other than the 
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Bonds), or that any Section 265 Tax-Exempt Obligations will be issued on behalf of it. “Section 265 Tax-
Exempt Obligations” are obligations the interest on which is excludable from gross income of the owners 
thereof under section 103 of the Tax Code, except for private activity bonds, other than qualified 501(c)(3) 
bonds, both as defined in Section 141 of the Tax Code. The City will not, in calendar 2016, issue, permit the 
issuance on behalf of it or by any entity subject to control by the  City (which may hereafter come into 
existence), borrow the proceeds of or agree to an allocation to it for purposes of Section 265(b) of the Tax 
Code, Section 265 Tax-Exempt Obligations (including the Lease Agreement) that exceed the aggregate 
amount of $10,000,000 during calendar year 2016, unless it first obtains an opinion of bond counsel to the 
effect that such issuance, borrowing or allocation will not adversely affect the treatment of the Bonds as a 
“qualified tax-exempt obligation” for the purpose and within the meaning of Section 265(b)(3) of the Tax 
Code. Interests in the Bonds have not been sold in conjunction with any other tax exempt obligations. 
 

SECTION 5.09. Further Assurances.  
 

The City will adopt, 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 
Bonds the rights and benefits provided in this Trust Agreement. 

 

ARTICLE VI 

THE TRUST ADMINISTRATOR 
 

SECTION 6.01. Appointment of Trust Administrator.  
 

The Finance Director of the City of Lakeport has been appointed Trust Administrator by 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.  

 
The Trust Administrator is hereby authorized to pay the principal of and interest and prepayment 

premium (if any) on the Bonds when duly presented for payment at maturity, or on prepayment prior to 
maturity, and to cancel all Bonds upon payment thereof. The Trust Administrator shall keep accurate 
records of all funds and accounts administered by it and of all Bonds paid and discharged. 

 
SECTION 6.02. Acceptance of Trusts.  

 
The Trust Administrator hereby accepts the trusts imposed upon it by this Trust Agreement, and 

agrees to perform said trusts, but only upon and subject to the following express terms and conditions: 
 
(a) The Trust Administrator shall not be liable for any error of judgment made in good faith by 

a responsible officer of the Trust Administrator, unless it shall be proved that the Trust Administrator was 
negligent in ascertaining the pertinent facts. 

 
(b) Whenever in the administration of this Trust Agreement the Trust Administrator shall deem 

it desirable that a matter be proved or established prior to taking, suffering or omitting any action hereunder, 
the Trust Administrator (unless other evidence is herein specifically prescribed) may, in the absence of bad 
faith on its part, rely upon a Bond of the City. 
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(c) The Trust Administrator shall be under no obligation to exercise any of the rights or 
powers vested in it by this Trust Agreement at the request or direction of any of the Owners pursuant to this 
Trust Agreement, unless such Owners shall have offered to the Trust Administrator reasonable security or 
indemnity against the costs, expenses and liabilities which might be incurred by it in compliance with such 
request or direction. 

 
(d) The Trust Administrator shall not be bound to make any investigation into the facts or 

matters stated in any resolution, certificate, statement, instrument, opinion, report, notice, request, direction, 
consent, order bond or other paper or document, but the Trust Administrator, in its discretion, may make 
such further inquiry or Investigation into such facts or matters as it may see fit. 

 
(e) The Trust Administrator, prior to the occurrence of an Event of Default and after the curing 

or waiving of all Events of Default that may have occurred, undertakes to perform such duties and only such 
duties as are specifically set forth in this Trust Agreement and no covenants of or against the Trust 
Administrator shall be implied in this Trust Agreement. In case an Event of Default hereunder or under the 
Lease Agreement has occurred (which has not been cured or waived), the Trust Administrator may exercise 
such of the rights and powers vested in it by this Trust Agreement and by the Lease Agreement, and shall 
use the same degree of care and skill in the exercise of such rights and powers as a prudent man would 
exercise or use under the circumstances in the conduct of his own affairs. 

 
(f) The Trust Administrator may execute any of the trusts, or powers hereunder and perform 

the duties required of it here under either directly or by or through attorneys, receivers or agents, shall not 
be liable for the acts or omissions of such attorneys, receivers or agents appointed with due care, and shall 
be entitled to advice of counsel concerning all matters of trust and its duty hereunder. The Trust 
Administrator may conclusively rely on an opinion of counsel as full and complete authorization and 
protection for any action taken, suffered or omitted by it hereunder. 
 

(g)  The Trust Administrator shall not be responsible for any recital herein, in the Lease 
Agreement, or in the Bonds, or for any of the supplements thereto or instruments of further assurance, or for 
the sufficiency of the security for the Bonds issued hereunder or intended to be secured hereby and makes 
no representation as to the validity or sufficiency of the Bonds, this Trust Agreement or the Lease 
Agreement. The Trust Administrator shall not be bound to ascertain or inquire as to the observance or 
performance of any covenants, conditions or agreements on the part of the Agency or the City hereunder or 
on the part of the Agency or the City under the Lease Agreement. The Trust Administrator shall not be 
responsible for the application by the Agency or the City of the proceeds of the Bonds. 

 
(h)  The Trust Administrator may become the Owner or pledgee of Bonds secured hereby with 

the same rights it would have if not the Trust Administrator; may acquire and dispose of other bonds or 
evidences of indebtedness of the City with the same rights it would have if it were not the Trust 
Administrator; and may act as a depositary 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 Bonds, 
whether or not such committee shall represent the Owners of the majority in aggregate principal amount of 
the Bonds then Outstanding. 

 
(i)  The Trust Administrator may rely and shall be protected in acting or refraining from acting 

in good faith and without negligence, upon any notice, resolution, opinion, report, direction, request, 
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consent, certificate, order, affidavit, letter, telegram or other paper or document believed by it to be genuine 
and to have been signed or presented by the proper person or persons. Any action taken or omitted to be 
taken by the Trust Administrator in good faith and without negligence pursuant to this Trust Agreement or 
the Lease Agreement upon the request or authority or consent of any person who at the time of making such 
request or giving such authority or consent is the Owner of any Bond, shall be conclusive and binding upon 
all future Owners of the same Bond and upon Bonds issued in exchange therefor or in place thereof. The 
Trust Administrator shall not be bound to recognize any person as an Owner of any Bond or to take any 
action at his request unless the ownership of such Bond by such person shall be reflected on the Registration 
Books. 

 
(j)  The permissive right of the Trust Administrator to do things enumerated in this Trust 

Agreement or in the Lease Agreement shall not be construed as a duty and it shall not be answerable for 
other than its gross negligence or willful default. The immunities and exceptions from liability of the Trust 
Administrator shall extend to its officers, directors, employees and agents. 

 
(k)  The Trust Administrator shall not be required to take notice or be deemed to have notice of 

any Event of Default hereunder or under the Lease Agreement except failure by the Agency or the City to 
make any of the payments to the Trust Administrator required to be made by the City pursuant hereto or 
thereto or failure by the Agency or the City to file with the Trust Administrator any document required by 
this Trust Agreement or the Lease Agreement to be so filed subsequent to the issuance of the Bonds, unless 
the Trust Administrator shall be specifically notified in writing of such default by the City or the Agency or 
by the Owners of at least 25% in aggregate principal amount of the Bonds then Outstanding and all notices 
or other instruments required by this Trust Agreement to be delivered to the Trust Administrator must, in 
order to be effective, be delivered at the Trust Office of the Trust Administrator, and in the absence of such 
notice so delivered the Trust Administrator may conclusively assume there is no Event of Default hereunder 
except as aforesaid. 

 
(l)  At any and all reasonable times the Trust Administrator and its duly authorized agents, 

attorneys, experts, accountants and representatives, shall have the right (but not the duty) to fully inspect all 
books, papers and records of the City pertaining to the Bonds, and to make copies of any of such books, 
papers and records which are not privileged by statute or by law. 

 
(m)  The Trust Administrator shall not be required to give any bond or surety in respect of the 

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

of any Bonds, the withdrawal of any cash, the release of any property, or any action whatsoever within the 
purview of this Trust Agreement, the Trust Administrator shall have the right, but shall not be required, to 
demand any showings, certificates, opinions, appraisals or other information, or corporate action or 
evidence thereof, as may be deemed desirable for the purpose of establishing the right of the City to the 
execution of any Bonds, the withdrawal of any cash or the taking of any other action by the Trust 
Administrator. 

 
(o)  All moneys received by the Trust Administrator shall, until used or applied or invested as 

herein provided, be held in trust for the purposes for which they were received but need not be segregated 
from other funds except to the extent required by law. 
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(p)  Whether or not expressly provided therein, every provision of this Trust Agreement and the 

Lease Agreement relating to the conduct or affecting the liability of the Trust Administrator shall be subject 
to the provisions of this Section. 

 
(q)  The Trust Administrator shall have no responsibility with respect to any information, 

statement, or recital in any official statement, offering memorandum or any other disclosure material 
prepared or distributed with respect to the Bonds. 

 
(r)  The Trust Administrator is authorized and directed to execute in its capacity as Trust 

Administrator, the Assignment Agreement. 
 

SECTION 6.03. Reserved.  
 

SECTION 6.04. Notice to Bond Owners of Default.  
 
If an Event of Default hereunder or under the Lease Agreement occurs with respect to any Bonds of 

which the Trust Administrator has been given or is deemed to have notice, as provided in Section 6.02(k) 
hereof, then the Trust Administrator shall, within 30 days of the receipt of such notice, give written notice 
thereof by first class mail to the Owner of each such Bond, unless such Event of Default shall have been 
cured before the giving of such notice; provided, however, that unless such Event of Default consists of the 
failure by the City to make any payment when due, the Trust Administrator may elect not to give such 
notice if and so long as the Trust Administrator in good faith determines that it is in the best interest of the 
Bond Owners not to give such notice. 

 
SECTION 6.05. Intervention by Trust Administrator.  

 
In any judicial proceeding to which the Agency or the City is a party that, in the opinion of the 

Trust Administrator and its counsel, has a substantial bearing on the interests of Owners of any of the 
Bonds, the Trust Administrator may intervene on behalf of such Bond Owners, and subject to Section 
6.02(c), shall do so if requested in writing by the Owners of at least 25% in aggregate principal amount of 
such Bonds then Outstanding. 

 
SECTION 6.06. Removal of Trust Administrator.  
 

The Trust Administrator may be removed at any time by an instrument or concurrent instruments in 
writing, filed with the Trust Administrator and signed by the Owners of a majority in aggregate principal 
amount of the Outstanding Bonds. The City may also remove the Trust Administrator at any time upon 30 
days’ notice, except during the existence of an Event of Default. The Trust Administrator may be removed 
at any time for any breach of the Trust Administrator’s duties set forth herein. 
 
SECTION 6.07. Resignation by Trust Administrator.  

 
The Trust Administrator and any successor Trust Administrator may at any time give written notice 

of its intention to resign as Trust Administrator hereunder, such notice to be given to the Agency and the 
City by registered or certified mail. Upon receiving such notice of resignation, the City shall promptly 
appoint a successor Trust Administrator. Any resignation or removal of the Trust Administrator and 
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appointment of a successor Trust Administrator shall become effective upon acceptance of appointment by 
the successor Trust Administrator. Upon such acceptance, the City shall cause notice thereof to be given by 
first class mail, postage prepaid, to the Bond Owners at their respective addresses set forth on the 
Registration Books. 
 
SECTION 6.08. Appointment of Successor Trust Administrator.  

 
In the event of the removal or resignation of the Trust Administrator pursuant to Sections 6.06 or 

6.07, respectively, the City shall promptly appoint a successor Trust Administrator. In the event the City 
shall for any reason whatsoever fail to appoint a successor Trust Administrator within 90 days following the 
delivery to the Trust Administrator of the instrument described in Section 6.06 or within 90 days following 
the receipt of notice by the City pursuant to Section 6.07, the Trust Administrator may, at the expense of the 
City, apply to a court of competent jurisdiction for the appointment of a successor Trust Administrator 
meeting the requirements of Section 6.01. Any such successor Trust Administrator appointed by such court 
shall become the successor Trust Administrator hereunder notwithstanding any action by the City 
purporting to appoint a successor Trust Administrator following the expiration of such 90-day period. 

 
SECTION 6.09. Merger or Consolidation.  

 
Any company into which the Trust Administrator may be merged or converted or with which it 

may be consolidated or any company resulting from any merger, conversion or consolidation to which it 
shall be a party or any company to which the Trust Administrator may sell or transfer all or substantially all 
of its corporate trust business, provided that such company shall meet the requirements set forth in Section 
6.01, shall be the successor to the Trust Administrator and vested with all of the title to the trust estate and 
all of the trusts, powers, discretions, immunities, privileges and all other matters as was its predecessor, 
without the execution or filing of any paper or further act, anything herein to the contrary notwithstanding. 

 
SECTION 6.10. Concerning any Successor Trust Administrator.  

 
Every successor Trust Administrator appointed hereunder shall execute, acknowledge and deliver 

to its predecessor and also to the City an instrument in writing accepting such appointment hereunder and 
thereupon such successor, without any further act, deed or conveyance, shall become fully vested with all 
the estates, properties, rights, powers, trusts, duties and obligations of its predecessors; but such predecessor 
shall, nevertheless, on the Request of the City, or of the Trust Administrator’s successor, execute and 
deliver an instrument transferring to such successor all the estates, properties, rights, powers and trusts of 
such predecessor hereunder, and every predecessor Trust Administrator shall deliver all securities and 
moneys held by it as the Trust Administrator hereunder to its successor. Should any instrument in writing 
from the City be required by any successor Trust Administrator for more fully and certainly vesting in such 
successor the estate, rights, powers and duties hereby vested or intended to be vested in the predecessor 
Trust Administrator, any and all such instruments in writing shall, on request, be executed, acknowledged 
and delivered by the City. 

 
SECTION 6.11. Appointment of Co-Trust Administrator.  

 
It is the purpose of this Trust Agreement that there shall be no violation of any law of any 

jurisdiction (including particularly the law of the State) denying or restricting the right of banking 
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corporations or associations to transact business as Trust Administrator in such jurisdiction. It is recognized 
that in the case of litigation under this Trust Agreement, and in particular in case of the enforcement of the 
rights of the Trust Administrator on default, or in the case the Trust Administrator deems that by reason of 
any present or future law of any jurisdiction it may not exercise any of the powers, rights or remedies herein 
granted to the Trust Administrator or hold title to the properties, in trust, as herein granted, or take any other 
action that may be desirable or necessary in connection therewith, it may be necessary that the Trust 
Administrator or the City appoint an additional individual or institution as a separate trust administrator or 
co-trust administrator. The following provisions of this Section are adapted to these ends. 

 
In the event that the Trust Administrator or the City appoints an additional individual or institution 

as a separate trust administrator or co-trust administrator, each and every remedy, power, right, claim, 
demand, cause of action, immunity, estate, title, interest and lien expressed or intended by this Trust 
Agreement to be exercised by or vested in or conveyed to the Trust Administrator with respect thereto shall 
be exercisable by and vest in such separate trust administrator or co-trust administrator but only to the 
extent necessary to enable such separate trust administrator or co-trust administrator to exercise such 
powers, rights and remedies, and every covenant and obligation necessary to the exercise thereof by such 
separate trust administrator or co-trust administrator shall run to and be enforceable by either of them. 

 
Should any instrument in writing from the City be required by the separate trust administrator or 

co-trust administrator so appointed by the Trust Administrator for more fully and certainly vesting in and 
confirming to it such properties, rights, powers, trusts, duties and obligations, any and all such instruments 
in writing shall, on request, be executed, acknowledged and delivered by the City. In case any separate trust 
administrator or co-trust administrator, or a successor to either, shall become incapable of acting, shall 
resign or shall be removed, all the estates, properties, rights, powers, trusts, duties and obligations of such 
separate trust administrator or co-trust administrator, so far as permitted by law, shall vest in and be 
exercised by the Trust Administrator until the appointment of a new trust administrator or successor to such 
separate trust administrator or co-trust administrator. 

 
SECTION 6.12. Indemnification; Limited Liability of Trust Administrator.  

 
The City further covenants and agrees, to the extent permitted by law, to indemnify and save the 

Trust Administrator and its officers, directors, agents and employees, harmless against any loss, expense 
and liabilities arising out of or in the exercise and performance of its powers and duties hereunder, including 
the costs and expenses of defending against any claim of liability, but excluding any and all losses, expenses 
and liabilities that are due to the negligent act or negligent omission of the Trust Administrator, its officers, 
directors or employees. No provision in this Trust Agreement shall require the Trust Administrator to risk 
or expend its own funds or otherwise incur any financial liability hereunder if it shall have reasonable 
grounds for believing repayment of such funds or adequate indemnity against such liability or risk is not 
assured to it. The Trust Administrator shall not be liable for any action taken or omitted to be taken by it in 
accordance with the direction of the Owners of at least 25% in aggregate principal amount of Bonds 
Outstanding relating to the time, method and place of conducting any proceeding or remedy available to the 
Trust Administrator under this Trust Agreement or exercising any power conferred upon the Trust 
Administrator under this Trust Agreement. The obligations of the City under this Section shall survive the 
resignation or removal of the Trust Administrator under this Trust Agreement. 
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ARTICLE VII  

MODIFICATION AND AMENDMENT OF THE TRUST AGREEMENT 
 

SECTION 7.01. Amendment Hereof.  
 

This Trust Agreement and the rights and obligations of the City and of the Owners of the Bonds 
may be modified or amended at any time by a Supplemental Trust Agreement which shall become binding 
upon adoption, without consent of any Bond Owner, to the extent permitted by law but only for any one or 
more of the following purposes: 

 

(a) to add to the covenants and agreements of the City in this Trust Agreement contained, other 
covenants and agreements thereafter to be observed, or to limit or surrender any rights or powers herein 
reserved to or conferred upon the City so long as such limitation or surrender of such rights or powers shall 
not materially adversely affect the Owners of the Bonds; 

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

or supplementing any defective provision contained in this Trust Agreement, or in any other respect 
whatsoever as the City may deem necessary or desirable, provided under any circumstances that such 
modifications or amendments shall not materially adversely affect the interests of the Owners of the Bonds 
in the reasonable judgment of the City; or 

 
(c) for any other purpose that does not materially adversely affect the interests of the Owners. 
 
Except as set forth in the preceding paragraph of this Section, this Trust Agreement and the rights 

and obligations of the City and of the Owners of the Bonds may only be modified or amended at any time 
by a Supplemental Trust Agreement which shall become binding when the written consent of the Owners of 
a majority in aggregate principal amount of the Bonds then Outstanding are filed with the Trust 
Administrator. No such modification or amendment shall (a) extend the maturity of or reduce the interest 
rate on any Bond or otherwise alter or impair the obligation of the City to pay the principal, interest or 
prepayment premiums (if any) at the time and place and at the rate and in the currency provided therein of 
any Bond without the express written consent of the Owner of such Bond, (b) reduce the percentage of 
Bonds required for the written consent to any such amendment or modification, or (c) modify any of the 
rights or obligations of the Trust Administrator without its written consent thereto. 

 
SECTION 7.02. Effect of Supplemental Trust Agreement.  

 
From and after the time any Supplemental Trust Agreement becomes effective pursuant to this 

Article VII, this Trust Agreement 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 Outstanding 
Bonds, as the case may be, shall thereafter be determined, exercised and enforced hereunder subject in all 
respects to such modification and amendment, and all the terms and conditions of any Supplemental Trust 
Agreement shall be deemed to be part of the terms and conditions of this Trust Agreement for any and all 
purposes. 
 

Prior to entering into any Supplemental Trust Agreement pursuant to this Section, the Trust 
Administrator shall be furnished by the City an opinion of Bond Counsel to the effect that such 
Supplemental Trust Agreement has been adopted in accordance with the requirements of this Trust 
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Agreement. 
 

SECTION 7.03. Endorsement or Replacement of Bonds After Amendment.  
 
After the effective date of any action taken as herein above provided, the City may determine that 

the Bonds shall bear a notation, by endorsement in form approved by the City, as to such action, and in that 
case upon demand of the Owner of any Bond Outstanding at such effective date and presentation of such 
Bond for that purpose at the Trust Office of the Trust Administrator, a suitable notation as to such action 
shall be made on such Bond. If the City shall so determine, new Bonds so modified as, in the opinion of the 
City, shall be necessary to conform to such Bond Owners’ action shall be prepared and executed, and in that 
case upon demand of the Owner of any Bond Outstanding at such effective date such new Bonds shall be 
exchanged at the Trust Office of the Trust Administrator, without cost to each Bond Owner, for Bonds then 
Outstanding, upon surrender of such Outstanding Bonds. 

 

ARTICLE VIII 

EVENTS OF DEFAULT AND REMEDIES OF CERTIFICATE OWNERS 
 

SECTION 8.01. Action on Default.  
 
Upon the occurrence of an Event of Default by the City under Section 11(a) of the Lease 

Agreement, and in each and every such case during the continuance of such Event of Default, the Trust 
Administrator shall, with respect to any Event of Default other than an Event of Default pursuant to 
subsection (ii) of Section 11(a) of the Lease Agreement, and may, with respect to an Event of Default 
pursuant to Section 11(a) of the Lease Agreement (or shall, in the event of a request therefor by the Owners 
of not less than fifty percent (50%) in aggregate principal amount with respect to Bonds at the time 
Outstanding), upon notice in writing to the City, exercise the remedies provided in the Lease Agreement, 
which remedies have been assigned to the Trust Administrator pursuant to the Assignment Agreement. 

 
All moneys received by the Trust Administrator pursuant to any right given or action taken under 

the provisions of this Article VIII or Section 11 of the Lease Agreement shall be applied by the Trust 
Administrator in the order following upon presentation of the several Bonds, and the stamping thereon of 
the payment if only partially paid, or upon the surrender thereof if fully paid: 

  
First, to the payment of the costs and expenses of the Government as the Bond Owners in declaring 

such Event of Default, including reasonable compensation to its or their agents, attorneys and counsel; and 
then 

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

principal and interest, and in case such moneys shall be insufficient to pay in full the whole amount so 
owing and unpaid with respect to the Bonds, then to the payment of such interest first, and the payment of 
such principal second, without preference or priority among such principal and interest, ratably to the 
aggregate of such principal and interest. 

  
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 Bonds then 
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Outstanding, it shall have full power, in the exercise of its discretion for the best interests of the Owners of 
the Bonds, with respect to the continuance, discontinuance, withdrawal, compromise, settlement or other 
disposal of such action; provided, however, that the Trust Administrator shall not discontinue, withdraw, 
compromise or settle, or otherwise dispose of any litigation pending at law or in equity, without the consent 
of a majority in aggregate principal amount of the Bonds Outstanding. 

 
Before taking the action referred to in this Section 8.01, the Trust Administrator may require that a 

satisfactory indemnity bond be furnished by the Owners of the Outstanding Bonds, or any of them, for the 
reimbursement of all expenses to which it may be put and to protect it against all liability, except liability 
which is adjudicated to have resulted from its gross negligence or willful misconduct in connection with any 
such action. 

 
No Owner of any Bond issued hereunder shall have the right to institute any suit, action or 

proceeding at law or in equity, for any remedy under or upon this 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 twenty-five percent (25%) in aggregate principal amount of all the 
Bonds 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 indemnity satisfactory to the Trust Administrator against the 
costs, expenses and liabilities to be incurred in compliance with such request; and (d) the Trust 
Administrator shall have refused or omitted to comply with such request for a period of sixty (60) days after 
such written request shall have been received by, and said tender of indemnity shall have been made to, the 
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 Bonds of any remedy hereunder; it 
being understood and intended that no one or more Owners of Bonds 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 Bonds. 

 
The right of any Owner of any Bond to receive payment of said Owner’s proportionate interest in 

the Base Rental Payments as the same become due, shall not be impaired or affected without the consent of 
such Owner, notwithstanding the foregoing provisions of this section or any other provision of this Trust 
Agreement. 
 
SECTION 8.02. Non-Waiver.  
 

Nothing in this Article VIII or in any other provision of this Trust Agreement shall affect or impair 
the obligation of the City to pay the Base Rental Payments, as provided in the Lease Agreement. No delay 
or omission of the Trust Administrator 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 any acquiescence therein, and every power and remedy given by this Article VIII to the Trust 
Administrator may be exercised from time to time and as often as shall be deemed expedient by the Trust 
Administrator. 
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SECTION 8.03. Remedies Not Exclusive.  
 
No remedy herein or by law conferred upon or reserved to the Trust Administrator is intended to be 

exclusive of any other remedy, but each such remedy is cumulative and in addition to every other remedy, 
and every remedy given hereunder or now or hereafter existing, at law or in equity or by statute or 
otherwise, may be exercised without exhausting, and without regard to, any other remedy conferred herein 
or by any law. 

 
SECTION 8.04. Status Quo Ante.  

 
In case any suit, action or proceeding to enforce any right or exercise any remedy shall be brought 

or taken and then discontinued or abandoned, then, and in every such case, the Trust Administrator, the 
City, and the Agency shall be restored to its and their former position and rights and remedies as if no such 
suit, action or proceedings had been brought or taken. 

 
SECTION 8.05. No Obligation by City to Owners.  

 
Except for the payment of Base Rental Payments when due in accordance with the Lease 

Agreement and the performance of the other covenants and agreements of the City contained in this Trust 
Agreement and in said Lease Agreement, the City shall have no obligation or liability to any of the other 
parties or to the Owners of the Bonds with respect to this Trust Agreement or the terms, execution, delivery 
or transfer of the Bonds, or the distribution of Base Rental Payments to the Owners by the Trust 
Administrator. 

 
SECTION 8.06. No Obligation with Respect to Performance by Trust Administrator.  

 
The City has no obligation or liability to any of the other parties or to the Owners of the Bonds with 

respect to the performance by the Trust Administrator of any duty imposed upon it under this Trust 
Agreement. 

 
 

SECTION 8.07. Remedies No Liability to Owners for Payment.  
 
Except as provided in this Trust Agreement, the Trust Administrator shall have no obligation nor 

liability to the Owners of the Bonds with respect to the payment of the Base Rental Payments by the City 
when due, or with respect to the performance by the City of any other covenants made by it in the Lease 
Agreement. 

 
SECTION 8.08. No Notice of Default other than Failure to make Payments.  

 
The Trust Administrator shall not be required to take notice or be deemed to have taken notice of 

any Event of Default under the Lease Agreement except failure by the City to cause to be made any of the 
payments to the Trust Administrator required to be made by the Lease Agreement, unless the Trust 
Administrator shall be specifically notified in writing of such default by the Agency or the owners of at 
least twenty-five percent (25%) in aggregate principal amount of all Bonds then Outstanding. 
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SECTION 8.09. Appointment of Receivers.  
 
Upon the occurrence of an Event of Default hereunder, and upon the filing of a suit or other 

commencement of judicial proceedings to enforce the rights of the Trust Administrator and of the Bond 
Owners under this Trust Agreement, the Trust Administrator shall be entitled, as a matter of right, to the 
appointment of a receiver or receivers of the Revenues and other amounts pledged hereunder, pending such 
proceedings, with such powers as the court making such appointment shall confer. 

 
SECTION 8.10. Termination of Proceedings.  

 
In case the Trust Administrator shall have proceeded to enforce any right under this Trust 

Agreement by the appointment of a receiver or otherwise, and such proceedings shall have been 
discontinued or abandoned for any reason, or shall have been determined adversely, then and in every such 
case, the City, the Trust Administrator and the Bond Owners shall be restored to their former positions and 
rights hereunder, respectively, with regard to the property subject to this Trust Agreement, and all rights, 
remedies and powers of the Trust Administrator shall continue as if no such proceedings had been taken. 

 
ARTICLE IX 

ASSIGNMENT OF CERTIFICATES 
 
SECTION 9.01. Assignment by the Government. 

 
The Government’s right, title and interest in and to the Bonds, with prior written notice to the City, 

may be assigned and reassigned in whole to one or more assignees or subassignees by Government, without 
the necessity of obtaining the consent of City; provided, that any such assignee or subassignee represents 
that (i) such assignee or subassignee has sufficient knowledge and experience in financial and business 
matters to be able to evaluate the risks and merits of the investment, (ii) such assignee or subassignee 
understands that the Bonds will not be registered under the Securities Act of 1933, (iii) such assignee or 
subassignee is either an “accredited investor” within the meaning of Regulation D under the Securities Act 
of 1933, or a “qualified institutional buyer” within the meaning of Rule 144A, and (iv) it is the present 
intention of such purchaser to acquire such interest (A) for investment for its own account or (B) for resale 
in a transaction exempt from registration under the Securities Act of 1933. 

 

ARTICLE X 

MISCELLANEOUS 
 

SECTION 10.01. Limited Liability of City.  
 
Notwithstanding anything in this Trust Agreement contained, the City shall not be required to 

advance any moneys derived from any source of income other than the Revenues for the payment of the 
principal of or interest on the Bonds, or any premiums upon the prepayment thereof, or for the performance 
of any covenants herein contained (except to the extent any such covenants are expressly payable hereunder 
from the Revenues or otherwise from amounts payable under the Lease Agreement). The City may, 
however advance funds for any such purpose, provided that such funds are derived from a source legally 
available for such purpose and may be used by the City for such purpose without incurring indebtedness. 
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The Bonds shall be payable exclusively from the Revenues and other funds as in this Trust 

Agreement provided. The general fund of the City is not liable, and the credit of the Agency is not pledged, 
for the payment of the interest and premiums (if any) on or principal of the Bonds. The Owners of the 
Bonds shall never have the right to compel the forfeiture of any property of the Agency except the 
Revenues and other funds pledged to the payment of the Bonds as provided in this Trust Agreement, The 
principal of and interest on the Bonds, and any premiums upon the prepayment of any thereof, shall not be a 
legal or equitable pledge, charge, lien or encumbrance upon any property of the Agency or upon any of its 
income, receipts or revenues except the Revenues and other funds pledged to the payment thereof as 
provided in this Trust Agreement. 

 
SECTION 10.02. Benefits of Trust Agreement Limited to Parties.  

 
Nothing in this Trust Agreement, expressed or implied, is intended to give to any person other than 

the Agency, the Trust Administrator, the City and the Owners of the Bonds, any right, remedy or claim 
under or by reason of this Trust Agreement. Any covenants, stipulations, promises or agreements in this 
Trust Agreement contained by and on behalf of the Agency shall be for the sole and exclusive benefit of the 
Trust Administrator, the City and the Owners of the Bonds. 

 
SECTION 10.03. Discharge of Trust Agreement.  

 
If the City shall pay and discharge any or all of the Outstanding Bonds in any one or more of the 

following ways: 
 
(a) by well and truly paying or causing to be paid the principal of and interest and premiums 

(if any) on such Bonds, as and when the same become due and payable; 
 
(b) by irrevocably depositing with the Trust Administrator, in trust, at or before maturity, 

money which, together with the available amounts then on deposit in the funds and accounts established 
with the Trust Administrator pursuant to this Trust Agreement, is fully sufficient to pay such Bonds, 
including all principal, interest and prepayment premiums (if any); or 
 

(c) by irrevocably depositing with the Trust Administrator or any other fiduciary, in trust, 
Federal Securities in such amount as an Independent Certified Public Accountant shall determine in a 
written report filed with the Trust Administrator (upon which report the Trust Administrator may 
conclusively rely) will, together with the interest to accrue thereon and available moneys then on deposit in 
the funds and accounts established with the Trust Administrator pursuant to this Trust Agreement, be fully 
sufficient to pay and discharge the indebtedness on such Bonds (including all principal, interest and 
prepayment premiums) at or before their respective maturity dates; 
 
and delivering an opinion of Bond Counsel acceptable in form and substance, and addressed, to the City, the 
Agency and the Trust Administrator to the effect that the Bonds are no longer Outstanding under the Trust 
Agreement, and if such Bonds are to be redeemed prior to the maturity thereof notice of such prepayment 
shall have been mailed pursuant to Section 2.03(d) or provision satisfactory to the Trust Administrator shall 
have been made for the mailing of such notice, then, at the Request of the City, and notwithstanding that 
any of such Bonds shall not have been surrendered for payment, the pledge of the Revenues and other funds 
provided for in this Trust Agreement with respect to such Bonds, and all other pecuniary obligations of the 
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City under this Trust Agreement with respect to all such Bonds, shall cease and terminate, except only the 
obligation of the City to pay or cause to be paid to the Owners of such Bonds not so surrendered and paid 
all sums due thereon from amounts set aside for such purpose as aforesaid, and all amounts due the Trust 
Administrator. Any funds held by the Trust Administrator following any payment or discharge of the 
Outstanding Bonds pursuant to this Section, which are not required for said purposes, shall after payment of 
amounts due the Trust Administrator hereunder be paid over to the City. 

 
SECTION 10.04. Successor Is Deemed Included in All References to Predecessor.  

 
Whenever in this Trust Agreement or any Supplemental Trust Agreement the City is named or 

referred to, such reference shall be deemed to include the successor to the powers, duties and functions, 
with respect to the management, administration and control of the affairs of the City, that are presently 
vested in the City, and all the covenants, agreements and provisions contained in this Trust Agreement by or 
on behalf of the City shall bind and inure to the benefit of its successors whether so expressed or not. 

 
SECTION 10.05. Content of Bonds and Opinions.  

 
Every certificate or opinion with respect to compliance with a condition or covenant provided for in 

this Trust Agreement shall include (a) a statement that the person or persons making or giving such 
certificate or opinion have read such covenant or conditions and the definitions herein relating thereto; (b) a 
brief statement as to the nature and scope of the examination or investigation upon which the statements or 
opinions contained in such certificate or opinion are based; (c) a statement that, in the opinion of the 
signers, they have made or caused to be made such examination or investigation as is necessary to enable 
them to express an informed opinion as to whether or not such covenant or condition has been complied 
with; and (d) a statement as to whether, in the opinion of the signers, such condition or covenant has been 
complied with. 
 

Any such certificate made or given by an officer of the City may be based, insofar as it relates to 
legal matters, upon a certificate or opinion of or representations by counsel, unless such officer knows that 
the certificate or opinion or representations with respect to the matters upon which his certificate may be 
based, as aforesaid, are erroneous, or in the exercise of reasonable care should have known that the same 
were erroneous. Any such certificate or opinion or representation made or given by counsel may be based, 
insofar as it relates to factual matters, on information with respect to which is in the possession of the City, 
or upon the certificate or opinion of or representations by an officer or officers of the City, unless such 
counsel knows that the certificate or opinion or representations with respect to the matters upon which his 
certificate, opinion or representation may be based, as aforesaid, are erroneous, or in the exercise of 
reasonable care should have known that the same were erroneous. 

 
SECTION 10.06. Execution of Documents by Bond Owners.  

 
Any request, consent or other instrument required by this Trust Agreement to be signed and 

executed by Bond Owners may be in any number of concurrent writings of substantially similar tenor and 
may be signed or executed by such Bond Owners in person or by their agent or agents duly appointed in 
writing. Proof of the execution of any such request, consent or other instrument or of a writing appointing 
any such agent, shall be sufficient for any purpose of this Trust Agreement and shall be conclusive in favor 
of the Trust Administrator and of the City if made in the manner provided in this Section. 
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The fact and date of the execution by any person of any such request, consent or other instrument or 

writing may be proved by the affidavit of a witness of such execution or by the certificate of any notary 
public or other officer of any jurisdiction, authorized by the laws thereof to take acknowledgments of deeds, 
certifying that the person signing such request, consent or other instrument or writing acknowledged to him 
the execution thereof. 

 
The ownership of Bonds shall be proved by the Registration Books. Any request, consent or vote of 

the Owner of any Bond shall bind every future Owner of the same Bond and the Owner of any Bond issued 
in exchange therefor or in lieu thereof, in respect of anything done or suffered to be done by the Trust 
Administrator or the City in pursuance of such request, consent or vote. In lieu of obtaining any demand, 
request, direction, consent or waiver in writing, the Trust Administrator may call and hold a meeting of the 
Bond Owners upon such notice and in accordance with such rules and obligations as the Trust 
Administrator considers fair and reasonable for the purpose of obtaining any such action. 

 
SECTION 10.07. Disqualified Bonds.  

 
In determining whether the Owners of the requisite aggregate principal amount of Bonds have 

concurred in any demand, request, direction, consent or waiver under this Trust Agreement, Bonds which 
are owned or held by or for the account of the City or the Agency (but excluding Bonds held in any 
employees’ retirement fund) shall be disregarded and deemed not to be Outstanding for the purpose of any 
such determination, provided, however, that for the purpose of determining whether the Trust Administrator 
shall be protected in relying on any such demand, request, direction, consent or waiver, only Bonds which 
the Trust Administrator knows to be so owned or held shall be disregarded. 

 
SECTION 10.08. Waiver of Personal Liability.  

 
No officer, agent or employee of the Agency or the City shall be individually or personally liable 

for the payment of the interest on or principal of the Bonds; but nothing herein contained shall relieve any 
such officer agent or employee from the performance of any official duly provided by law. 
 
SECTION 10.09. Partial Invalidity.  

 
If any one or more of the covenants or agreements, or portions thereof, provided in this Trust 

Agreement on the part of the Agency or the City (or of the Trust Administrator) to be performed should be 
contrary to law, then such covenant or covenants, such agreement or agreements, or such portions thereof, 
shall be null and void and shall be deemed separable from the remaining covenants and agreements or 
portions thereof and shall in no way affect the validity of this Trust Agreement or of the Bonds; but the 
Bond Owners shall retain all rights and benefits accorded to them under applicable provisions of law. 

 
SECTION 10.10. Destruction of Canceled Bonds.  

 
Whenever in this Trust Agreement provision is made for the surrender of any Bonds which have 

been paid or canceled pursuant to the provisions of this Trust Agreement, the Trust Administrator shall 
cancel and destroy such Bonds and upon Request of the City furnish to the City a certificate of such 
destruction. 
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SECTION 10.11. Funds and Accounts.  

 
Any fund or account required by this Trust Agreement to be established and maintained by the City 

or the Trust Administrator may be established and maintained in the accounting records of the City or the 
Trust Administrator, as the case may be, either as a fund or an account, and may, for the purpose of such 
records, any audits thereof and any reports or statements with respect thereto, be treated either as a fund or 
as an account. All such records with respect to all such funds and accounts held by the City shall at all times 
be maintained in accordance with generally accepted accounting principles and all such records with respect 
to all such funds and accounts held by the Trust Administrator shall be at all times maintained in accordance 
with corporate trust industry practices; in each case with due regard for the protection of the security of the 
Bonds and the rights of every Owner thereof. 

 
SECTION 10.12. Payment on Business Days.  

 
Whenever in this Trust Agreement any amount is required to be paid on a day that is not a Business 

Day, such payment shall be required to be made, without accruing additional interest thereby, on the 
Business Day immediately following such day. 

 
SECTION 10.13. Notices.  

 
Any notice, request, complaint, demand, communication or other paper shall be sufficiently given 

and shall be deemed given when delivered or mailed by registered or certified mail, postage prepaid, and 
sent by facsimile transmission, if available, addressed as follows: 

 
If to the Agency:   Municipal Financing Agency of Lakeport 

225 Park Street, Lakeport, CA  95453 
Attention: Executive Director 
Fax:  (707) 263-8584 

 
If to the City: City of Lakeport  

225 Park Street, Lakeport, CA  95453 
Attention: City Manager 
Fax:  (707) 263-8584 
 

If to the Trust Administrator: City of Lakeport Finance Director 
225 Park Street, Lakeport, CA  95453 
Attention: Finance Director 
Fax:  (707) 263-8584 

 
The City, Agency and the Trust Administrator may designate any further or different addresses to 

which subsequent notices, certificates or other communications shall be sent. 
 
SECTION 10.14. Unclaimed Moneys.  

 

Anything in this Trust Agreement to the contrary notwithstanding, any moneys held by the Trust 
Administrator in trust for the payment and discharge of any of the Bonds that remain unclaimed for two 
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years after the date when such Bonds have become due and payable, either at their stated maturity dates or 
by call for earlier prepayment, if such moneys were held by the Trust Administrator at such date, or for two 
years after the date of deposit of such moneys if deposited with the Trust Administrator after said date when 
such Bonds become due and payable, shall be repaid by the Trust Administrator to the City, as its absolute 
property and free from trust, and the Trust Administrator shall thereupon be released and discharged with 
respect thereto and the Bond Owners shall look only to the City for the payment of such Bonds; provided 
however, that before being required to make any such payment to the City, the Trust Administrator shall, at 
the written request and expense of the City, cause to be mailed to the Owners of all such Bonds, at their 
respective addresses appearing on the Registration Books, a notice that said moneys remain unclaimed and 
that after a date named in said notice, which date shall not be less than 30 days after the date of mailing of 
such notice, the balance of such moneys then unclaimed will be returned to the City. 

 
SECTION 10.15. Governing Law.  

 
This Agreement shall be construed and governed in accordance with the laws of the State of 

California. 
 

SECTION 10.16. Findings of the City.  
 
The City finds and determines that the issuance of the Bonds will result in significant public 

benefits to the City and its citizens, including but not limited to demonstrable savings in effective interest 
rate, Bond preparation, underwriting or Bond issuance costs. 

 
SECTION 10.17. 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 instrument. 
 
 

* * * * * * * * * * * * * 
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IN WITNESS WHEREOF, the parties hereto have caused this Trust Agreement to be signed by 
their respective officers, all as of the day and year first above written. 

 
 

 CITY OF LAKEPORT, CALIFORNIA 
      
   
 
 By:  
            
 
 
Attest: 
 
 
 
By:  
       
 

 
 MUNICIPAL FINANCING AGENCY OF LAKEPORT 

 
 

 
 By:  
            
 
 
Attest: 
 
 
 
By:  
 
 
 FINANCE DIRECTOR 
 OF THE CITY OF LAKEPORT, 
 as Trust Administrator 

 
 

 
 By:  
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EXHIBIT A 
 

FORM OF REVENUE BOND 
 

NO. R– $ 
 

UNITED STATES OF AMERICA 
STATE OF CALIFORNIA 

 

$_________ 
MUNICIPAL FINANCING AGENCY OF LAKEPORT 

SERIES 2016 LEASE REVENUE BONDS 
(POLICE STATION PROJECT) 

BANK QUALIFIED 
 

 

INTEREST PAYMENT DATES RATE OF INTEREST DATED DATE 

June 1 and December 1 
as described below 

_.___% June __, 2016 

 
  
REGISTERED OWNER: UNITED STATES OF AMERICA,  

ACTING THROUGH THE DEPARTMENT OF AGRICULTURE,  
RURAL DEVELOPMENT 

 
PRINCIPAL AMOUNT: _______ MILLION ___________ THOUSAND DOLLARS 
 

THIS IS TO CERTIFY THAT the Registered Owner identified above, or registered assigns, as the 
registered owner (the “Registered Owner”) of this Series 2016 Lease Revenue Bond (the “Bond”) is the 
owner of a direct, undivided fractional interest in installment payments (the “Base Rental Payments”) 
payable under the Lease Agreement dated as of June 1, 2016 (the “Lease Agreement”) by and between the 
MUNICIPAL FINANCING AGENCY OF LAKEPORT, a California joint powers authority duly organized 
and existing pursuant to the laws of the State of California (the “Agency”), and the CITY OF LAKEPORT 
(the “City”), a general law city and public agency duly organized and validly existing under the laws of the 
State of California.  The Base Rental Payments and certain other rights and interests under the Lease 
Agreement have been assigned to the Finance Director 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 Bond is entitled to receive, subject to the terms of the Lease 

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 Base Rental Payments 
designated as principal as follows:  
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and to receive on December 1, 2017, and semiannually thereafter on June 1 and December 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 Base Rental 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 Dated Date identified above. The Registered 
Owner’s share of the portion of the Base Rental Payments designated as interest is the result of the 
multiplication of the share of the portion of the Base Rental 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 
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 bond register of the Trust Administrator as 
of the preceding Record Date; provided, however, that so long as the United States of America remains the 
Registered Owner of the Bonds, payment of principal shall be made on each Principal Payment Date and 
payment of interest shall be made on each Payment Date to the Registered Owner, unless otherwise 
requested by the Registered Owner, by the Pre-Authorized Debit (PAD) payment process (i.e., the City’s 
payments shall be electronically debited from the Lease Revenue Fund on each Interest Payment Date in 
accordance with the PAD process established by Form SF-5510 and Form RD 3550-28, both entitled 
“Authorization Agreement for Pre-Authorized Payments”). 

 
This Bond has been executed and delivered by the Trust Administrator pursuant to the terms of a 

Trust Agreement by and among the Trust Administrator, the Agency and the City, dated as of June 1, 2016 
(the “Trust Agreement”). The City has certified that it is authorized to enter into the Lease Agreement and 
this Trust Agreement under the laws of the State of California, for the purpose of paying the costs of certain 
public capital improvements.  

 
Reference is hereby made to the Lease 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 Bonds are 
delivered, the rights thereunder of the owners of the Bonds, the rights, duties and immunities of the Trust 
Administrator and the rights and obligations of the City under the Lease Agreement, to all of the provisions 
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of the Lease Agreement and the Trust Agreement the Registered Owner of this Bond, by acceptance hereof, 
assents and agrees. 

 
This single Bond is issued by the Agency and represents the $________ Series 2016 Lease 

Revenue Bonds (Police Station Project), all of like, date, tenor and effect, but differing in amounts and 
maturities, authorized to be executed and delivered pursuant to the Trust Agreement. 

 
This Bond is transferable only to a Qualified Institutional Buyer (as such term is defined by Rule 

144A of the Securities Act of 1933) or other persons with the consent of the City and the Agency, by the 
Registered Owner thereof in person or by his attorney duly authorized in writing, at the Trust Office, but 
only in the manner, subject to the limitations and upon payment of the charges provided in the Trust 
Agreement, and upon surrender of this Bond for cancellation accompanied by delivery of a duly executed 
written instrument of transfer in the form appearing hereon. Upon such transfer, a new Bond or Bonds of 
the same Maturity Date representing the same principal amount will be issued to the transferee in exchange 
herefor. 

 
The Bond 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 Base 
Rental Payments made at the option of the City pursuant to the Lease Agreement, at a prepayment price 
equal to the aggregate principal components of the Base Rental Payments to be prepaid, together with 
accrued interest represented thereby to the date fixed for prepayment, without premium. 

 
The Bond is subject to mandatory prepayment on any date, in whole, or in part, from unexpended 

proceeds of the Project Fund established under this 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 Base Rental Payments pursuant to the Lease Agreement, at a prepayment 
price equal to one hundred percent (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 this Trust Agreement, notice of prepayment shall be mailed by the Trust 

Administrator by first class mail, postage prepaid, not less than thirty (30) nor more than sixty (60) days 
before the prepayment date, to the Registered Owner of the Bond, 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 Bond is called for prepayment and payment is 
duly provided herefor as specified in this Trust Agreement, interest represented hereby shall cease to accrue 
from and after the date fixed for prepayment. 

 
The City has designated its obligations under the Lease Agreement represented by this Bond to be a 

“qualified tax-exempt obligation” under Section 265(b)(3) of the Internal Revenue Code of 1986. 
 
This Bond is transferable by the Registered Owner hereof, in person or by his or her attorney duly 

authorized in writing, at the Trust Office of the Trust Administrator, but only in the manner, subject to the 
limitations and upon payment of the charges, if any, provided in this Trust Agreement and upon surrender 
and cancellation of this Bond.  
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Upon such transfer a new Bond or Bonds, 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 Agency and the Trust 
Administrator may treat the Registered Owner hereof as the absolute owner hereof for all purposes, whether 
or not this Bond shall be overdue, and the City, the Agency 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 this Trust Agreement, the provisions of 

this 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 Bonds then outstanding, and may be amended without such 
consent under certain circumstances; provided that no such amendment shall extend the fixed maturity of 
any Bond or reduce the interest or principal represented thereby, without the express consent of the owner 
of such Bond. 

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

payments of principal, or interest with respect to the Bonds 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 Bonds the various funds and accounts established under this Trust 
Agreement and to perform the other duties expressly imposed upon it under this 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 Lease Agreement and this Trust Agreement to exist, to have happened and to 
have been performed precedent to and in the delivery of the Bonds, do exist, have happened and have been 
performed in due time, form and manner as required by law. 

 
This Bond is given as evidence of a loan to the City made by the United States of America, acting 

through the Department of Agriculture, Rural Development, pursuant to the Consolidated Farm and Rural 
Development Act, and shall be subject to the present applicable regulations and to its future regulations not 
inconsistent with the express provisions hereof. 

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

Administrator, acting pursuant to this Trust Agreement. 
 

AUTHENTICATED, EXECUTED AND DELIVERED, as of the Dated Date first written above. 
 

TRUST ADMINISTRATOR 
 
 
By:    
 Finance Director,  
 City of Lakeport 
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ABBREVIATIONS 
 

The following abbreviations, when used in the inscription on the face hereof, shall be construed as 
though they were written out in full according to applicable laws or regulations: 

 
TEN COM -- as tenants in common UNIF GIFT MIN ACT ____ Custodian  
  
TEN ENT -- as tenants by the  (Cust) _____ (Minor) _____  
Entireties under Uniform Gifts to Minors 
JT TEN -- as joint tenants with Act ______________________________ 
 _____ right of survivorship (State) 
 _____ and not as tenants in  
 _____ common  
  

 
ADDITIONAL ABBREVIATIONS MAY ALSO BE USED 

THOUGH NOT IN THE LIST ABOVE 
 
 
 

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 Bond and hereby irrevocably constitute(s) and appoint(s)     
    attorney, to transfer the same on the Bond Register 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 Bond 
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 the Department of 

Agriculture, Rural Development 
    

 
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 Bond as advanced as of _______________, 20__ is  
$___________. 
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Record of Prepayment in Advance of Maturity 
of Bonds Represented by this Certificate 

 
The Record of prepayment in advance of maturity on the registered Bond shall be substantially as 

follows: 
 

Amount  Date 
 
__________________  ___________________ 
 
__________________  ___________________ 

 
__________________  ___________________ 
 
__________________  ___________________ 
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EXHIBIT B 
 

 
WRITTEN REQUISITION NO. __ FOR 

DISBURSEMENT FROM PROJECT FUND 
 
 

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

Lakeport, a general law city and public agency duly organized and validly 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 June 1, 2016 (the “Trust Agreement”), by and among the Finance 
Director of the City of Lakeport, as trust administrator (the “Trust Administrator”), the Municipal Financing 
Agency of Lakeport (the “Agency”), and the City; 

 
3. under Section 3.01 of the Trust Agreement, the Trust Administrator is hereby requested to 

disburse this date, from the Project Fund established under this 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 Project Costs or Costs of Issuance, as the case may 
be; 

 
4. the amounts to be disbursed constitute Project Costs, that said amounts are required to be 

disbursed pursuant to a contract entered into therefor by or on behalf of the Agency 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; 

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

disbursement previously filed with the Trust Administrator pursuant to Section 3.01 of the Trust 
Agreement; 

 
6. 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 

 
7. if such requisition relates to payment to a contractor, 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; and 

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

ascribed thereto in this Trust Agreement. 
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Dated: ___________, 201_ 
CITY OF LAKEPORT 
 
 
 
By:  __________________________________ 

  
Title:_________________________________ 
 
  
As Acknowledged by: 
United States of America, 
acting through United States of America,  
acting through the Department of Agriculture, 
Rural Development 
 
 
 
By    
 Authorized Officer  
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RECORDING REQUESTED BY: 
City of Lakeport 
 
WHEN RECORDED MAIL TO: 
The Weist Law Firm 
108 Whispering Pines Drive, Suite 235 
Scotts Valley, California 95066 
Attn:  Cameron A. Weist, Esq. 
 

) 
) 
) 
) 
) 
) 
) 
) 
) 

  

(DO NOT WRITE ABOVE LINE - SPACE FOR RECORDERS USE ONLY) 
 
THIS DOCUMENT IS RECORDED FOR THE BENEFIT OF THE CITY OF LAKEPORT. THIS TRANSACTION 
IS EXEMPT FROM DOCUMENTARY TRANSFER TAX PURSUANT TO SECTION 11922 OF THE 
CALIFORNIA REVENUE AND TAXATION CODE.  THIS DOCUMENT IS EXEMPT FROM RECORDING 
FEES PURSUANT TO SECTION 6103 OF THE CALIFORNIA GOVERNMENT CODE. 

 
 

SITE AND FACILITIES LEASE 
 
 

Dated as of June 1, 2016 
 
 

by and between the 
 
 

CITY OF LAKEPORT 
 
 

and the  
 
 

MUNICIPAL FINANCING AGENCY OF LAKEPORT 
 
 
 
 

Relating to the 
 
 
 
 

$_________ 
MUNICIPAL FINANCING AGENCY OF LAKEPORT 

SERIES 2016 LEASE REVENUE BONDS 
(POLICE STATION PROJECT) 

BANK QUALIFIED
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SITE AND FACILITIES LEASE 
 

THIS SITE AND FACILITIES LEASE (the “Site Lease”), dated as of June 1, 2016, is made by and 
between the CITY OF LAKEPORT, a general law city and public agency duly organized and validly existing 
under the constitution and laws of the State of California (the “County”), as lessor, and the MUNICIPAL 
FINANCING AGENCY OF LAKEPORT, a joint exercise of powers authority organized and existing under 
the laws of the State of California (the “Agency”), as lessee. 

 
W I T N E S S E T H : 

 
WHEREAS, the City desires to finance the design, acquisition, construction and installation of 

certain capital improvements constituting new police station facilities and related improvements (the 
“Project”); and 

 
WHEREAS, in order to finance the Project, the City will lease certain real property (including all 

existing improvements thereon) described in Exhibit A hereto (the “Site”), and those certain improvements 
thereon (the “Facilities” and, together with the Site, the “Property”) to the Agency pursuant to this Site 
Lease, and the City will sublease the Property back from the Agency pursuant to a Lease Agreement, dated 
as of June 1, 2016, a memorandum of which is recorded in the Office of the County Recorder of the County 
of Lake concurrently herewith (the “Lease Agreement”); and 
 

WHEREAS, for the purposes of the acquisition, construction, delivery and installation of the Project, 
the Agency proposes to issue its Series 2016 Lease Revenue Bonds (Police Station Project) (the “Bonds”), 
pursuant to a Trust Agreement dated as of June 1, 2016 (the “Trust Agreement”) by and among the Agency, the 
City and the Finance Director of the City of Lakeport, as trust administrator thereunder (the “Trust 
Administrator”); and 

 
WHEREAS, the City and the Agency have determined that it would be in the best interests of the City 

and the Agency to provide the funds necessary to finance the Project through the issuance of the Bonds payable 
from the base rental payments (the “Base Rental Payments”) to be made by the City to the Agency under the 
Lease Agreement; and 

 
WHEREAS, the City possesses statutory authority to lease the Property to the Agency, and its 

governing body has duly authorized the execution and delivery of the Lease Agreement and this Site Lease; 
and 

 
WHEREAS, all rights to receive the Base Rental Payments have been assigned without recourse by 

the Agency to the Trust Administrator pursuant to an Assignment Agreement, dated as of the date hereof (the 
“Assignment Agreement”); and 

 
WHEREAS, all acts, conditions and things required by law to exist, to have happened and to have 

been performed precedent to and in connection with the execution and entering into of this Site Lease do exist, 
have happened and have been performed in regular and due time, form and manner as required by law, and 
the parties hereto are now duly authorized to execute and enter into this Site Lease; and 
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NOW, THEREFORE, in consideration of the premises and of the mutual agreements and covenant 
contained herein and for other valuable consideration, the parties hereto do hereby agree as follows: 

 
Section 1.  Definitions. 

 
Except as otherwise defined herein, or unless the context clearly otherwise requires, words and phrases 

not otherwise defined herein but defined in either the Trust Agreement or Lease Agreement, as the case may 
be, shall have the respective meaning ascribed in either the Trust Agreement or Lease Agreement, as the case 
may be. 
 
Section 2.  Lease of Property; Term. 

 
The City hereby leases the Property to the Agency, and the Agency hereby leases the Property from 

the City, for the benefit of the Owners of the Bonds, subject only to Permitted Encumbrances, to have and 
to hold on the terms and conditions hereinafter set forth. 

 
The term of this Site Lease shall commence on June __, 2016, or the date this Site Lease is 

recorded in the Official Records of Lake County, California, whichever is later, and shall end on the earliest of 
(i) June 1, 2056 (the “Expiration Date”); (ii) the date the last Base Rental Payment is made under the 
provisions of the Lease Agreement; or (iii) the date of discharge of the Trust Agreement pursuant to Section 
9.03 thereof. Throughout the term of this Site Lease, title to the Property shall remain in the City. 
 
Section 3.  Rental. 

 
The Agency shall pay to the City, as rental for the use and right to possession of the Property during 

the term of this Site Lease, the sum of one dollar ($1.00), the receipt of which is hereby acknowledged. 
 
Section 4.  Purpose.  

 
The Agency shall use the Property solely for the purpose of implementing the Project and leasing the 

Property to the City pursuant to the Lease Agreement, and for such purposes as may be incidental thereto; 
provided, that in the Event of Default by the City under the Lease Agreement, the Agency or its assignee may 
exercise the remedies provided in the Lease Agreement. 

 
Section 5.  Title. 

 
The City covenants that it is the owner in fee of all of the Property. In accordance with the Lease 

Agreement, the City shall obtain, at its own cost and expense, a CLTA policy of title insurance at the time of 
and dated as of the date of execution and delivery of the Bonds in an amount not less than the aggregate 
principal amount of the Bonds, payable to the Trust Administrator, insuring the respective interests of the City 
and the Agency in the Property, and insuring the validity of this Site Lease and the Lease, issued by a title 
insurance company qualified to do business in the State of California. 

 
Section 6.  Default. 

 
(a) If the Agency shall fail to keep, observe or perform any term, covenant or condition contained 

herein to be kept or performed by the Agency, or (b) if (1) the Agency’s interest in this Site Lease or any part 
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thereof is assigned or transferred without the written consent of the City, either voluntarily or by operation of 
law or otherwise, except as provided in Section 10 hereof, or (2) any proceeding under the United States 
Bankruptcy Code or any federal or state bankruptcy, insolvency or similar law providing for the appointment of 
a receiver, liquidator, trustee or similar official of the Agency or of all or substantially all of its assets is 
instituted by or with the consent of the Agency, or is instituted without its consent and is not permanently 
stayed or dismissed within sixty (60) days, or if the Agency offers to the Agency’s creditors to effect a 
composition or extension of time to pay the Agency’s debts, or asks, seeks or prays for a reorganization or to 
effect a plan or reorganization or for readjustment of the Agency’s debts, or if the Agency shall make a general 
assignment or any assignment for the benefit of the Agency’s creditors, then the Agency shall be deemed to be 
in default hereunder and it shall be lawful for the City to exercise any and all rights and remedies available 
pursuant to law; provided however that so long as any Bonds remain outstanding, the City shall have no power 
to terminate this Site Lease by reason of any default on the part of the Agency. 

 
The parties intend that the Property will be leased back to the City pursuant to the Lease Agreement for 

the term thereof. It is further intended that, to the extent provided herein and in the Lease Agreement, if an 
Event of Default occurs under the Lease Agreement, the Trust Administrator as assignee of the Agency, will 
have the right, for the then remaining term of this Site Lease to (a) take possession of the Property, (b) if it 
deems it appropriate, cause an appraisal of the Property and a study of the then reasonable use thereof to be 
undertaken, and (c) relet the Property. 

 
Neither the City nor the Agency shall in any event be in default in the performance of any of its 

obligations here under or imposed by law unless and until the City or the Agency (as the case may be) shall 
have failed to perform such obligations within sixty (60) days after notice by the Agency or the City to the 
nonperforming party properly specifying wherein such party has failed to perform any such obligation. 

 
Section 7.  Eminent Domain. 

 
If the whole or any part of the Property shall be taken under the power of eminent domain, the 

interest of the Agency shall be recognized and is hereby determined to be the amount of the unpaid principal 
components of Base Rental Payments due under the Lease, and all accrued interest thereon, and the amount of 
the unpaid Additional Rental Payments due under the Lease, and the balance of the award, if any, shall be 
paid to the City. 

 
Section 8.  Right of Entry. 

 
The City and its assignees shall have the right to enter the Property during reasonable business hours 

(and in emergencies at all times) (a) to inspect the same, (b) for any purpose connected with the City’s or the 
Agency’s rights or obligations under this Site Lease, and (c) for all other lawful purposes. 

 
Section 9.  Quiet Enjoyment. 

 
Subject to any rights the City may have under the Lease Agreement (in the absence of an Event of 

Default) to possession and enjoyment of the Property, the City hereby covenants and agrees that it will not take 
any action to prevent the Agency from having quiet and peaceable possession and enjoyment of the Property 
during the term hereof, subject to the rights granted to the City under the Lease Agreement, and subject to 
the Agency’s compliance with the terms and provisions hereof. 
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Section 10.  Assignments and Subleases. 
 

Except as provided in the Assignment Agreement, the Agency may not, without the prior written 
consent of the City, further assign any of its rights hereunder or sublet the Property. 
 
Section 11.  Waiver of Personal liability. 

 
All liabilities hereunder on the part of the Agency shall be solely liabilities of the Agency as a 

separate legal entity, and no member, officer or employee of the Agency shall at any time or under any 
circumstances be individually or personally liable hereunder for anything done or omitted to be done by the 
Agency hereunder. 

 

Section 12.  Taxes. 
 

The City hereby agrees and covenants to pay any and all assessments of any kind or character and also 
all taxes, including possessory interest taxes, levied or assessed upon the Property. 
 
Section 13.  Liens.  

 
The Agency shall not, directly or indirectly, create, assume or suffer to exist any mortgage, pledge, 

lien, charge, encumbrance or claim on or with respect to the Property, other than the respective rights of the 
Agency and the City as herein provided, as well as any Permitted Encumbrances. 

 
Section 14.  Law Governing. 
 

This Site Lease shall be governed exclusively by the provisions hereof and by the laws of the State of 
California. 

 

Section 15.  Notices. 
 

All notices, statements, demands, consents, approvals, authorizations, offers, designations, requests or 
other communications hereunder by either party to the other shall be in writing and shall be sufficiently given 
and served upon the other party if delivered personally or if mailed by United States registered or certified mail 
return receipt requested, postage pre-paid, and, if to the City, addressed to the City Manager, City of Lakeport, 
225 Park Street, Lakeport, CA 95453, or if to the Agency, addressed to the Executive Director, Municipal 
Financing Agency of Lakeport, 225 Park Street, Lakeport, CA 95453, or to such other addresses as the 
respective parties may from time to time designate by notice in writing. 
 
Section 16.  Validity and Enforceability. 
 

If for any reason this Site Lease shall be held by a court of competent jurisdiction to be void, voidable, 
or unenforceable by the City or by the Agency, or if for any reason it is held by such a court that any of the 
covenants and conditions of the Agency hereunder is unenforceable for the full term hereof, then and in such 
event this Site Lease is and shall be deemed to be a lease from year to year and all of the rental and other 
terms, provisions and conditions of this Site Lease, except to the extent that such terms, provisions and 
conditions are contrary to or inconsistent with such holding, shall remain in full force and effect. 
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Section 17. Binding Effect.  
 
This Site Lease shall inure to the benefit of and shall be binding upon the City, the Agency and their 

respective successors and assigns. 
 
Section 18. Severability.  

 
In the event any provision of this Site Lease 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 19. Amendments, Changes and Modifications.  
 
This Site Lease may be amended, changed modified, altered or terminated only in accordance with the 

provisions of the Lease Agreement. 
 

Section 20. Assignment to Trust Administrator.  
 
The Agency and the City acknowledge that the Agency has assigned its right, title and interest in and 

to this Site Lease to the Trust Administrator pursuant to certain provisions of the Assignment Agreement. The 
City consents to such assignment. 

 
Section 21.  Waiver of Default. 

 
Failure of the City to take advantage of any default on the part of the Agency shall not be, or be 

construed as, a waiver thereof, nor shall any custom or practice which may grow up between the parties in the 
course of administering this Site Lease be construed to waive or to lessen me right of the City to insist upon 
performance by the Agency of any term, covenant or condition hereof, or to exercise any rights given the 
City on account of such default.  

 
A waiver of a particular default shall not be deemed to be a waiver of the same or any subsequent 

default. The acceptance of rent hereunder shall not be, nor be construed to be, a waiver of any term, 
covenant or condition of this Site Lease. 

 
Section 22.  Section Headings. 

 
All section headings contained are for convenience of reference only and are not intended to define or 

limit the scope of any provision of this Site Lease. 
 

Section 23. Further Assurances and Corrective Instruments. 
 
The Agency 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 Property hereby leased 
or intended so to be or for carrying out the expressed intention of this Site Lease. 
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Section 24.  Execution; Recordation. 
 

This Site Lease may be executed in any number of counterparts, each of which shall be deemed to an 
original, but all together shall constitute but one and the same Site Lease. It is also agreed that separate 
counterparts of this Site Lease may separately be executed by the City and the Agency, all with the same 
force and effect as though the same counterpart had been executed by both the City and the Agency. This Site 
Lease shall be recorded in the Land Records of Lake County, California. 
 

* * * * * * * * * * * * 
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IN WITNESS WHEREOF, the Agency has caused this Site Lease to be executed in its corporate 
name by its duly authorized officer; and the City has caused this Site Lease to be executed in its name by its 
duly authorized officer, as of the date first above written. 

 
                    
 MUNICIPAL FINANCING AGENCY OF LAKEPORT 

 
 

 
 By:   
            
 
Attest: 
 
 
 
By:  
 
 
 CITY OF LAKEPORT, CALIFORNIA 
      
  
  
 By:  
                          
 
Attest: 
 
 
 
By:  
       
 
  
 

ATTACHMENT 5



 

ALL CAPACITY ACKNOWLEDGMENT 

 

A notary public or other officer completing this certificate 
verifies only the identity of the individual who signed the 
document to which this certificate is attached, and not the 
truthfulness, accuracy, or validity of that document. 

 

 
STATE OF CALIFORNIA 
 
COUNTY OF LAKE  
 
On    , before me,  
                       (Date)                                                                   (Name and Title of officer) 
 
personally appeared ____________________________________________________, 
                                                                      (Name of person signing) 
who proved to me on the basis of satisfactory evidence to be the person(s) whose 
name(s) is/are subscribed to the within instrument and acknowledged to me that 
he/she/they executed the same in his/her/their authorized capacity(ies), and that by 
his/her/their signature(s) on the instrument the person(s), or the entity upon behalf of 
which the person(s) acted, executed the instrument. 
 
I certify under PENALTY OF PERJURY under the laws of the State of California that the 
foregoing paragraph is true and correct. 
 
WITNESS my hand and official seal. 
 
 
 
 
_______________________________________  
                     Signature of officer                                                             (Seal) 
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EXHIBIT A 

DESCRIPTION OF THE REAL PROPERTY 

 
THE REAL PROPERTY REFERRED TO HEREIN BELOW IS SITUATED IN THE CITY OF 
LAKEPORT, STATE OF CALIFORNIA, AND IS DESCRIBED AS FOLLOWS: 
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RECORDING REQUESTED BY: 
City of Lakeport 

 
WHEN RECORDED MAIL TO: 
The Weist Law Firm 
108 Whispering Pines Drive, Suite 235 
Scotts Valley, California 95066 
Attn:  Cameron A. Weist, Esq. 
 

) 
) 
) 
) 
) 
) 
) 
) 
) 

  

(DO NOT WRITE ABOVE LINE - SPACE FOR RECORDERS USE ONLY) 

 
THIS DOCUMENT IS RECORDED FOR THE BENEFIT OF THE CITY OF LAKEPORT.  THIS TRANSACTION 
IS EXEMPT FROM DOCUMENTARY TRANSFER TAX PURSUANT TO SECTION 11922 OF THE 
CALIFORNIA REVENUE AND TAXATION CODE.  THIS DOCUMENT IS EXEMPT FROM RECORDING 
FEES PURSUANT TO SECTION 27383 OF THE CALIFORNIA GOVERNMENT CODE. 

 
 

LEASE AGREEMENT 
 
 
 

Dated as of June 1, 2016 
 
 

by and between the 
 

 
MUNICIPAL FINANCING AGENCY OF LAKEPORT 

 
 

and the  
 
 

CITY OF LAKEPORT 
 
 
 

Relating to the 
 
 
 

$_________ 
MUNICIPAL FINANCING AGENCY OF LAKEPORT 

SERIES 2016 LEASE REVENUE BONDS 
(POLICE STATION PROJECT) 

BANK QUALIFIED 
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LEASE AGREEMENT 
 

THIS LEASE AGREEMENT (the “Lease” or “Lease Agreement”), dated as of June 1, 2016, is made 
by and between the MUNICIPAL FINANCING AGENCY OF LAKEPORT, a joint exercise of powers 
authority organized and existing under the laws of the State of California (the “Agency”), as lessor, and the 
CITY OF LAKEPORT, a general law city and public agency duly organized and validly existing under the 
constitution and laws of the State of California (the “City”), as lessee. 

 
W I T N E S S E T H : 

 
WHEREAS, the City desires to finance the design, acquisition, construction and installation of 

certain capital improvements constituting new police station facilities and related improvements (the 
“Project”); and 

 
WHEREAS, the parties hereto have entered into a Trust Agreement (the “Trust Agreement”), 

dated as of June 1, 2016 (the “Trust Agreement”), by and among the Agency, the City and the Finance 
Director of the City of Lakeport, as trust administrator (the “Trust Administrator”), for purposes of issuing, 
administering and making payments on the Series 2016 Lease Revenue Bonds (Police Station Project), 
Bank Qualified, to be executed and delivered pursuant to the Trust Agreement in an aggregate face amount 
of __________________________________ Dollars  ($_________) (the “Bonds”), the proceeds of which 
will be used to effectuate the financing of the Project; and 

 
WHEREAS, in order to provide necessary collateral for the Bonds, the City will lease certain 

real property, including all existing improvements thereon, as described in Exhibit A hereto attached 
hereto and made a part hereof (the “Site”), and those certain improvements thereon, more particularly 
described in Exhibit B hereto (the “Facilities” and, with the Site, the “Property”), to the Agency pursuant 
to a Property Lease, dated as of the date hereof (the “Site Lease”), and the City will sublease the Property 
back from the Agency pursuant to this Lease Agreement; and 
 

WHEREAS, under and pursuant to this Lease Agreement, the City is obligated to make certain 
base rental payments (the “Base Rental Payments”) to the Agency for the lease of the Property; and 

 
WHEREAS, all rights to receive the Base Rental Payments have been assigned without recourse 

by the Agency to the Trust Administrator pursuant to an Assignment Agreement, dated as of the date hereof 
(the “Assignment Agreement”); and 
 

WHEREAS, all acts, conditions and things required by law to exist, to have happened and to have 
been performed precedent to and in connection with the execution and entering into of this Lease 
Agreement do exist, have happened and have been performed in regular and due time, form and manner as 
required by law, and the parties are now duly authorized to execute and enter this Lease Agreement; and 

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

hereinafter contained and for other good and valuable consideration, the parties hereto agree as follows: 
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SECTION 1. DEFINITIONS 
 
Terms used herein and not otherwise defined herein but defined in the Trust Agreement shall have 

the meanings ascribed to them in the Trust Agreement. Unless the context otherwise requires, the terms 
defined in this Section shall, for all purposes of this Lease Agreement, have the meanings herein specified, 
the following definitions to be equally applicable to both the singular and plural forms of any of the terms 
herein defined: 

 
“Acquisition,” “Construction” or “Acquisition and Construction” means, with respect to any 

portion of the Project, the acquisition, construction, improvement, equipping, renovation, remodeling or 
reconstruction thereof. 

 
“Agency” means the Municipal Financing Agency of Lakeport, a joint exercise of powers authority 

organized and existing under the laws of the State of California. 
 
“Assignment Agreement” means the Assignment Agreement, dated as of June 1, 2016, by and 

between the Agency as assignor and the Trust Administrator as assignee, as originally executed or as 
thereafter amended pursuant to any duly authorized and executed amendments thereto. 

 
“Base Rental Payments”  means all payments required to be paid by the City pursuant to Section 

3(a) of this Lease Agreement including any prepayment thereof pursuant to Section 12 of this Lease 
Agreement. 

 
“Bond Counsel” means (a) The Weist Law Firm, or (b) any other attorney or firm of attorneys of 

nationally recognized expertise with respect to legal matters relating to obligations the interest on which is 
excludable from gross income under Section 103 of the Tax Code. 

 
“Bonds”  means the Municipal Financing Agency of Lakeport, Series 2016 Lease Revenue Bonds 

(Police Station Project), Bank Qualified, issued pursuant to terms and provisions of the Trust Agreement. 
 
“City” means the City of Lakeport, a general law city and public agency duly organized and validly 

existing under the constitution and laws of the State of California. 
 
“Closing Date”  means June __, 2016, being the day when the Bonds, duly authenticated by the 

Trust Administrator, are delivered to the Original Purchaser. 
 
“Code” or “Tax Code” means the Internal Revenue Code of 1986, as amended.  Any reference 

herein to a provision of the Tax Code shall include all applicable Tax Regulations promulgated with respect 
to such provision. 

 
“County” means the County of Lake, a public body and political subdivision duly organized and 

validly existing under the laws of the State of California. 
 
“Default Rate” means the principal and interest due on a particular date, plus 2% if payment due is 

not made within ten (10) calendar day of its respective due date. 
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“Environmental Laws” means and shall include, but shall not be limited to, the Comprehensive 
Environmental Response, Compensation, and Liability Act (“CERCLA”), 42 USC Sections 9601 et seq.; 
the Resource Conservation and Recovery Act (“RCRA”), 42 USC Sections 6901 et seq.; the Federal Water 
Pollution Control Act, 33 USC Sections 1251 et seq.; the Clean Air Act, 42 USC Sections 7401 et seq.; the 
California Hazardous Waste Control Law (“HWCL”), California Health & Safety Code Sections 25100 et 
seq.; the Hazardous Substance Account Act (“HSAA”), California Health & Safety Code Sections 25300 et 
seq.; the Porter- Cologne Water Quality Control Act (the “Porter-Cologne Act”), California Water Code 
Sections 1300 et seq.; the Air Resources Act, California Health & Safety Code Sections 3900 et seq.; the 
Safe Drinking Water & Toxic Enforcement Act, California Health & Safety Code Sections 25249.5 et seq.; 
and the regulations under each thereof; and any other local, state, and/or federal laws or regulations, 
whether currently in existence or hereafter enacted, that govern: 

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

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

 

(c) the control of hazardous wastes; or 
 

(d) the use, generation, transport, treatment, removal, or recovery of Hazardous 
Substances, including building materials. 
 
“Expiration Date” means June 1, 2056, being the final scheduled maturity date of the Bonds. 
 
“Facilities”  means facilities and improvements constructed or to be constructed on the Site, which 

are leased by the Agency to the City pursuant to this Lease Agreement, as more fully described in Exhibit A 
hereto, as such Exhibit A may be revised and amended from time to time pursuant to the terms of the Trust 
Agreement and of this Lease Agreement. 

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

States Department of Agriculture (or successor agency, bureau or division). 
 
“Hazardous Substance” means any substance that shall, at any time, be listed as “hazardous” or 

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

 
“Interest Component”  means the portion of each Base Rental Payment designated as such in 

Exhibit C hereto. 
 

“Interest Payment Date”  means December 1 and June 1 of each year, commencing December 1, 
2016, as set forth in Exhibit C hereto. 

 
“Lease” or “Lease Agreement”  means this Lease Agreement. 
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“Lease Payment Date”  means, with respect to any Interest Payment Date, the fifth (5th) calendar 
day immediately preceding such Interest Payment Date.   

 
“Net Proceeds” means any insurance or eminent domain award (including any proceeds of sale to a 

governmental entity under threat of the exercise of eminent domain powers), paid with respect to the 
Property, to the extent remaining after payment therefrom of all expenses incurred in the collection thereof. 

 
“Original Purchaser” means the Government as the first purchaser of the Bonds (evidenced by a 

single fully registered Bond) upon their authentication and delivery by the Trust Administrator on the 
Closing Date. 

 
“Owner” or “Certificate Owner” when used with respect to the Bonds means the Government, or 

any subsequent owner in whose name the ownership of such Bonds has been assigned in accordance 
herewith and in the Trust Agreement, as registered in the Registration Books. 

 
“Permitted Encumbrances”  means, with respect to the Property, as of any particular time, (i) to the 

extent in effect on the Closing Date, the right, title and interest of the City to the Property and the existing 
interests of the Agency to the Property as lessee of the City, and the existing interests of the City in the 
Property as lessee of the Agency; (ii) the Assignment Agreement; (iii) the Site Lease; (iv) this Lease 
Agreement, (v) the Trust Agreement and the Trust Administrator’s and the Agency’s interests in the Property, 
(vi) liens for taxes and assessments not then delinquent, (vii) utility, access and other easements and 
rights of way, restrictions and exceptions that a City Representative certifies will not interfere with or 
impair the use intended to be made of the Property; (viii) any additions and improvements to the Property as 
permitted in this Lease Agreement; (ix) any sublease or use permitted by this Lease Agreement, ( x )  
covenants, conditions or restrictions or liens of record relating to the Property and existing on the Closing 
Date; and (xi) such minor defects, irregularities, encumbrances and clouds on t it le as normally exist with 
respect to property similar in character to the Property and as do not materially impair the use intended to 
be made of property affected thereby. 
 

“Principal Component” means the portion of each Base Rental Payment designated as such on 
Exhibit C hereto. 
 

“Project” means the Acquisition and Construction of a _____ square foot police station located at 
_______________, Lakeport, California. 

 
“Project Costs” means the Acquisition and Construction costs associated with the implementation 

and equipping of the Project. 
 
“Project Fund” means the fund by that name established pursuant to Section ____ of the Trust 

Agreement. 
 
“Rental Period”  means each twelve (12) month period during the Term of this Lease Agreement, 

commencing on June 2 in any year and ending on the next succeeding June 1, except that the first rental 
period shall commence on the Closing Date and end on June 1, 2017. 
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“Site,” “Site and Facilities” or “Property” means the real property and all existing improvements 
thereon, as applicable, described in Exhibits A and B hereto. 

 
“Site Lease”  means that certain Site and Facilities Lease, dated as of June 1, 2016, by and between 

the City as lessor and the Agency as lessee, pursuant to which the Agency leases the Property from the City. 
 
“State” means the State of California. 
 
“Term”  means the freehold tenure of the Lease Agreement set forth pursuant to Section 2 hereof. 
 
“Trust Administrator”  means the Finance Director of the City of Lakeport, or any successor thereto 

acting as Trust Administrator pursuant to this Trust Agreement. 
 
“Trust Agreement”  means the Trust Agreement dated as of June 1, 2016, by and among the Trust 

Administrator, the City and the Agency, relating to the issuance of the Bonds. 
 

SECTION 2. AGREEMENT TO LEASE; TERM 
 

The Agency has, pursuant to the Site Lease, agreed to lease the Property from the City, and hereby 
agrees to lease the Property to the City, and the City has, pursuant to the Site Lease, agreed to lease the 
Property to the Agency, and hereby agrees to lease the Property from the Agency, upon the terms and 
conditions set forth in this Lease Agreement. The Agency shall make the Property available to the City as 
and when acquired and constructed. 

 
The Term of this Lease Agreement shall commence on June __, 2016, or the date this Lease 

Agreement is recorded, whichever is later, and shall end on the earliest of (i) the Expiration Date; (ii) the 
date the last Base Rental Payment is made under the provisions hereof; or (iii) the date of discharge of the 
Trust Agreement pursuant to Section 9.03 thereof. If on June 1, 2056, the Trust Agreement shall not be 
discharged by its terms, then the term of this Lease Agreement shall be extended until the Trust Agreement 
shall be discharged by its terms (but in no event beyond July 1, 2064). Throughout the Term of this Lease 
Agreement, title to the Property shall remain in the City. 

 
SECTION 3. RENTAL 
 

Subject to the provisions of Sections 9(d) and 17 hereof, the City agrees to pay to the Agency, its 
successors or assigns, as rental for the use and possession of the Property, the following amounts at the 
following times: 

 
(a) Base Rental.  The City agrees to pay to the Agency, its successors and assigns, the Base 

Rental Payments (denominated into Principal Components and Interest Components) in accordance with 
the Base Rental Payment Schedule attached hereto as Exhibit C, in the respective amounts specified in 
Exhibit C attached hereto and by this reference incorporated herein, to be due and payable on the Interest 
Payment Dates immediately following each of the respective Lease Payment Dates, and to be deposited by 
the City with the Trust Administrator on each of the Lease Payment Dates.  Any amount held in the Lease 
Revenue Fund on any Lease Payment Date (other than amounts resulting from the prepayment of the 
Principal Components in part but not in whole pursuant to Section 12 hereof and other than amounts 
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required for payment of past due Principal Components or Interest Components represented by any Bonds 
not presented for payment) shall be credited towards the Base Rental Payment then required to be paid 
hereunder; and no Base Rental Payment need be deposited with the Trust Administrator on any Lease 
Payment Date if the amounts then held in the Lease Revenue Fund are at least equal to the Base Rental 
Payment then required to be deposited with the Trust Administrator.  The Base Rental Payments payable in 
any Rental Period shall be for the use of the Property during such Rental Period. So long as the Government 
remains the Registered Owner of the Bonds, payment of principal and interest shall be made on each 
Interest Payment Date to the Government, in accordance with Section 4.02 of the Trust Agreement. 

 
(b) Additional Rental.  As an additional annual payment obligation (the “Additional Rental”) 

commencing on June 1, 2017, and ending on June 1, 2026, the City shall on each June 1, in accordance with 
and subject to the terms of Section 3.02 of the Trust Agreement, pay an amount equal to the Reserve 
Contribution (as defined in the Trust Agreement) to the Trust Administrator for deposit in the Reserve 
Fund, to be established, administered  and maintained by the Trust Administrator in accordance with 
Section 3.02 of the Trust Agreement. 
 

(c) Fair Rental Value.  Such payments of Base Rental for each rental payment period shall 
constitute the total rental for said rental payment period, and shall be paid by the City in each rental 
payment period for and in consideration of the right of the use and possession of, and the continued quiet 
use and enjoyment of, the Property during each such period for which said rental is to be paid. The parties 
hereto have agreed and determined that such total rental represents the fair rental value of the Property for 
each such period. In making such determination, consideration has been given to other obligations of the 
parties under this Lease Agreement, the uses and purposes which may be served by the Property and the 
benefits therefrom which will accrue to the City and the general public. The determination of fair rental 
value of the Property pursuant to this paragraph shall not be deemed to be controlling in connection with a 
determination of fair value of the Property by the parties hereto for any other purpose. 

 
(d) Payment of Base Rental.  Each installment of Base Rental payable hereunder shall be paid 

in lawful money of the United States of America to the order of the Trust Administrator for remittance to 
the Government, as the Owner of the Bonds. Notwithstanding any dispute between the City and the 
Agency, the City shall make all rental payments when due, without deduction or offset of any kind, and 
shall not withhold any rental payments pending the final resolution of any such dispute. In the event of a 
determination that the City was not liable for said rental payments or any portion thereof, said payments or 
excess of payments, as the case may be, shall, at the option of the City, be credited against subsequent rental 
payments due hereunder or be refunded at the time of such determination. In the event the City should fail 
to make any of the Loan Payments required in this Section 3 on or before the due date therefor, the Base 
Rental 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 Default Rate. 
 

(e) Covenant to Budget and Appropriate.  The City covenants to take such action as may be 
necessary to include all such rental payments due hereunder in its annual budget and to make the necessary 
annual appropriations for all such rental payments. The City will furnish to the Government annually, on or 
before August 1, a certificate stating that it has complied with the covenant set forth in this paragraph. The 
covenants on the part of the City herein contained shall be deemed to be and shall be construed to be duties 
imposed by law and it shall be the duty of each and every public official of the City to take such action and do 
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such things as are required by law in the performance of the official duty of such officials to enable the City 
to carry out and perform the covenants and agreements in this Lease Agreement agreed to be carried out and 
performed by the City. 

 
SECTION 4. USE OF PROCEEDS; IMPLEMENTATION OF PROJECT 
 

The Agency hereby appoints the City its agent to supervise and provide for, or cause to be 
supervised and provided for, the implementation of the Project, and to cause the same to be diligently 
performed after the Closing Date. The City, as agent of the Agency, shall cause all Acquisition and 
Construction Costs and Costs of Issuance to be paid from amounts on deposit in the Project Fund pursuant 
to Section 3.01 of the Trust Agreement. The City hereby covenants to proceed with all due diligence to 
complete the Project, and in furtherance thereof covenants to supplement the amounts on deposit in the 
Proceeds Fund with other legally available funds of the City to assure the adequacy of funds to accomplish 
such completion. 

 
SECTION 5. MAINTENANCE, UTILITIES, TAXES AND ASSESSMENTS 

 
During such time as the City or any assignee or subleases thereof is in possession of the Property, 

all maintenance and repair, ordinary or extraordinary, of the Property shall be the responsibility of the City, 
and the City shall pay for or otherwise arrange for the payment of (a) all utility services supplied to the 
Property, (b) the cost of operation of the Property, and (c) the costs of maintenance of and repair to the 
Property resulting from ordinary wear and tear or want of care on the part of the City. The City shall at the 
City’s sole cost and expense keep and maintain the Property clean and in a safe and good condition and repair. 
The Agency shall have no obligation to alter, remodel, improve, repair, decorate, or paint the Property or 
any part thereof, and the parties hereto affirm that the Agency has made no representations or warranties to 
the City respecting the condition of the Property. 

 
The City shall comply with all statutes, ordinances, regulations, and other requirements of all 

governmental entities that pertain to the occupancy or use of the Property. The Agency has no responsibility 
or obligation whatsoever to construct any improvement, modification or alteration to the Property.  

 
The parties hereto contemplate that the Property will be used for public purposes by the City and, 

therefore, that the Property will be exempt from all taxes presently assessed and levied with respect to real 
and personal property, respectively. In the event that the use, possession or acquisition by the Agency or the 
City of the Property is found to be subject to taxation in any form, the City will pay during the term hereof, 
as the same respectively might become due, all taxes and governmental charges of any kind whatsoever that 
may at any time be lawfully assessed or levied against or with respect to the Property and any other property 
acquired by the City in substitution for, as a renewal or replacement of, or a modification, improvement or 
addition to the Property; provided, that with respect to any governmental charges or taxes that may lawfully 
be paid in installments over a period of years, the City shall be obligated to pay only such installments as are 
accrued during such time as this Lease Agreement is in effect. 

 
SECTION 6. CHANGES TO THE PROPERTY 
 

The City shall have the right during the term of this Lease Agreement to acquire and construct 
improvements or to attach fixtures, structures or signs to the Property if such improvements, fixtures, 
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structures or signs are necessary or beneficial for the use of the Property by the City; provided, however, 
that no such acquisition or construction shall result in a material reduction in the value of the Property, reduce 
the fair rental value thereof or substantially alter the nature of the Property. 

 
Upon termination of this Lease Agreement, the City may remove any fixture, structure or sign added 

by the City, but such removal shall be accomplished so as to leave the Property, except for ordinary wear 
and tear and damage by casualty, in substantially the same condition as it was in before the fixture, structure 
or sign was attached. 
 
SECTION 7. SUBSTITUTION OF PROPERTY 
 

The City shall have, so long as this Lease Agreement is in effect, and is hereby granted, the option 
at any time and from time to time, to substitute other real property (the “Substitute Property”) for any 
portion of the Property (the “Former Property”), provided that the City shall satisfy all of the following 
requirements which are hereby declared to be conditions precedent to such substitution: 
 

(a) Prior written authorization and approval from the Government; 
 
(b) No Event of Default shall have occurred and be continuing; 
 
(c) The City shall file with the Government, the Agency and the Trust Administrator, and 

cause to be recorded in the office of the Lake County Recorder, sufficient memorialization of an 
amendment hereof which adds to Exhibit A hereto a description of such Substitute Property and 
deletes therefrom the description of the Former Property; 

 
(d) The City shall obtain a CLTA policy of title insurance insuring the City’s leasehold estate 

hereunder (and the Agency’s leasehold estate therein under the Site Lease) in such Substitute Property, 
subject only to Permitted Encumbrances, in an amount at least equal to the remaining principal due at that 
time on the Bonds; 
 

(e) The City shall certify in writing to the Government, the Agency and to the Trust 
Administrator that such Substitute Property constitute property which the City is permitted to lease under 
the laws of the State of California; 

 
(f) The substitution of the Substitute Property shall not cause the City to violate any of its 

covenants, representations and warranties made herein; 
 
(g) The City shall file with the Government, the Agency and the Trust Administrator an appraisal 

or other written documentation which establishes that the fair market value and the fair rental value of the 
Substitute Property are at least equal to the fair market value and the fair rental value, respectively, of the 
Former Property, and that the useful life of the Substitute Property at least equals the lesser of (i) the useful 
life of the Former Property, or (ii) the date of the final Base Rental Payment; and 

 
Upon the satisfaction of all such conditions precedent, and upon the City delivering to the 

Government, the Agency and the Trust Administrator a written certification of the City certifying that the 
conditions set forth in subsections (a) through (g) of this Section have been satisfied, the Term of this Lease 
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Agreement shall thereupon end as to the Former Property and shall thereupon commence as to the 
Substitute Property, and all references to the Former Property shall apply with full force and effect to the 
Substitute Property. The City shall not be entitled to any reduction, diminution, extension or other 
modification of the Base Rental Payments whatsoever as a result of such substitution. The City and the 
Agency shall execute, deliver and cause to be recorded all documents required to discharge this Lease 
Agreement of record against the Former Property. 
 
SECTION 8. TITLE INSURANCE AND RECORDATION 
 

On or before the Closing Date, the City shall, at its expense, (a) cause this Lease Agreement, the 
Site Lease and the Assignment Agreement, or a memorandum hereof or thereof in form and substance 
approved by Bond Counsel, to be recorded in the office of the Lake County Recorder with respect to the 
Property, and (b) obtain a CLTA title insurance policy insuring the Government’s interests in the leasehold 
estate established under the Site Lease and hereunder in the Property, subject only to Permitted 
Encumbrances, in an amount equal to the original Principal Components of the Base Rental Payments.   
 
SECTION 9. INSURANCE 
 

(a) Liability Insurance.  The City shall procure (or cause to be procured) and maintain (or 
cause to be maintained), throughout the Term of this Lease 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 acquisition or operation of the Project (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 or joint powers authority created for 
such purpose or in the form of self-insurance by the City. 

 
(b) Workers Compensation Insurance.  The City shall at all times comply with the workers’ 

compensation insurance laws of the State of California to the extent applicable to the City. 
 
(c) Fire and Extended Coverage Insurance.  The City shall procure (or cause to be procured) 

and maintain (or cause to be maintained), throughout the term of this Lease Agreement, insurance against 
loss or damage to any part of the Property against all perils included within the classification of fire, 
extended coverage, vandalism, and malicious mischief. Said fire and extended coverage insurance shall, as 
nearly as practicable, cover loss or damage by explosion, windstorm, riot, aircraft, vehicle damage, smoke, 
sprinkler damage, boiler explosion and such other hazards as are normally covered by such insurance. Such 
insurance, shall be in an amount equal to 100% of the replacement cost of the improvements on the 
Property. 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, provided that coverage pursuant to this 
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subsection shall apply exclusively to the Property, and payment of insurance proceeds shall not be 
contingent upon the degree of damage sustained at other facilities owned or leased by the City. 
 

(d) Rental Interruption Insurance. The City shall procure (or cause to be procured) and 
maintain (or cause to be maintained), throughout the term of this Lease Agreement, rental interruption 
insurance to cover loss, total or partial, of the use of any part of the Property as the result of any of the 
hazards covered in the insurance required by subsection (c) of this Section and the resulting loss of rental 
income to the Trust Administrator, as assignee of the Agency, in an amount sufficient to pay the maximum 
remaining principal and interest portions of Base Rental due under this Lease Agreement during a period equal 
to the greater of (i) 24 months, and (ii) the period certified by the City to be reasonably required to rebuild or 
reconstruct the Property in the event of damage or destruction to the Property. The Net Proceeds of such 
insurance shall be paid to the Trust Administrator for deposit in the Lease Revenue Fund and shall be 
credited towards the payment of Base Rental in the order in which such Base Rental Payments become due and 
payable. The City covenants and agrees to use its best efforts to provide sufficient construction funds and to 
make all required payments hereunder, in excess of the available rental interruption insurance, if necessary, in 
order to ensure completion of the reconstruction, repair, restoration, modification or improvement of the 
Property. 

 
(e) Self-Insurance. Except for the insurance required by subsection (d) of this Section (rental 

interruption insurance), for which the City may not provide self-insurance, as an alternative to providing the 
insurance required by this Section the City may provide a self-insurance method or plan of protection (but 
only from a special fund of the City or other source for which the General Fund of the City is not in any 
fashion obligated nor to which the City is otherwise obligated to make payments), covering one or all of the 
insurance coverage’s required to be provided by subsections (a), (b) and (c) of this Section, so long as such 
self-insurance method or plan of protection shall afford reasonable protection in light of all circumstances, 
giving consideration to cost, availability and similar plans or methods of protection adopted by cities in the 
State.  

 
(f) Net Proceeds of Insurance; Form of Policies. The policy of insurance required by 

subsections (c) and (d) of this Section shall provide that all proceeds thereunder shall be payable to the 
Trust Administrator pursuant to a lender’s loss payable endorsement, and shall name the Government as an 
additional insured. The Net Proceeds of policies of insurance under subsection (c) of this Section shall be 
applied as provided in Section 10 hereof. All policies of insurance required by this Lease Agreement and 
any statements of self-insurance shall be in form satisfactory to the Government. The City shall pay or 
cause to be paid when due the premiums for all insurance policies required by this Lease Agreement and 
shall promptly furnish or cause to be furnished evidence of such payments to the Government. A copy of 
the policy of insurance required by subsection (d) of this Section (rental abatement insurance) shall be sent 
annually upon renewal to the Government. All such policies shall provide that the Government shall be 
given thirty (30) days’ notice of each expiration, and any intended cancellation thereof or reduction of the 
coverage provided thereby. The City shall deliver to the Government on or before the Closing Date and 
each anniversary of the Closing Date a certificate that all insurance required under this Lease Agreement is 
in full force and effect. In the event that the City obtains insurance through a pooled insurance program of 
governmental entities, an annual statement or memorandum of coverage delivered to the Government will 
satisfy the requirements of this subsection. The Government shall not be responsible for the sufficiency of 
any insurance herein required or payment of premium and shall be fully protected in accepting payment on 
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account of such insurance or any adjustment, compromise or settlement of any loss agreed to by the 
Government. 

 
(g) Advances.  If the City shall fail to perform in any of its obligations under this Section, then 

the Government may, but shall not be obligated to, take such action as may be necessary to cure such 
failure, including the advancement of money on behalf of the City, and the City shall be obligated to repay 
all such advances as soon as possible. 

 
(h) Waivers of Subrogation. Each of the parties hereby waives any and all rights to recovery 

against the other or against any other tenant or occupant of the Property, or against the officers, employees, 
agents, representatives, customers, and business visitors of such other party or of such other tenant or 
occupant of the Property, for loss or damage to such waiving party or its property or the property of others 
under its control, arising from any cause insured against under the standard form of property damage 
insurance policy with all permissible extensions and endorsements covering extended perils or under any 
other policy of insurance carried by such waiving party in lieu thereof, to the extent such policies then in 
force permit such waiver. 
 
SECTION 10. APPLICATION OF NET PROCEEDS 

 
If prior to the termination of the Term hereof (a) the Property are destroyed (in whole or in part) or is 

damaged by fire of other casualty, or (b) title to, or the temporary use of, any portion of the Property or the 
estate of the Agency or the City in the Property or any portion shall be taken under the exercise of the power 
of eminent domain by any governmental body or by any person or firm or corporation acting under 
governmental authority, then the Agency and the City will cause the Net Proceeds of any insurance 
payment (other than the Net Proceeds of rental interruption insurance) or any condemnation award to be 
applied to the prompt repair, restoration, modification, improvement or replacement of the damaged, 
destroyed or condemned portion of the Property, and, so long as no event  of default has occurred or is 
continuing, any balance of Net Proceeds remaining after such work has been completed shall be paid to the 
City; provided, that if the proceeds of such insurance or condemnation award together with any other 
moneys then available to the City are at least sufficient to redeem all outstanding Bonds, then the City 
may in its sole discretion elect not to replace the destroyed, damaged or condemned portion of the Property 
and thereupon shall cause said proceeds to be used for the prepayment of Base Rental pursuant to Section 
12(a) hereof. 

 

The Net Proceeds of rental interruption insurance shall be used only to pay Base Rental Payments 
coming due following such casualty through the date restoration is completed. 

 
The provisions of Section 1932, Subdivision 2, and Section 1933, Subdivision 4, of the California 

Civil Code, including any amendments thereto and any other law which may hereinafter be in force during 
the term of this Lease Agreement which authorizes the termination of the Lease Agreement upon the partial or 
complete destruction of the Property, are hereby waived by the City. 
 
SECTION 11. DEFAULTS AND REMEDIES 
 

(a) Events of Default Defined. The following constitute “Events of Default” under this Lease 
Agreement and the terms “Events of Default” and “Default” mean, whenever they are used in this Lease 
Agreement, with respect to the Property, any one or more of the following events: 
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(i) Failure by the City to pay any Base Rental Payment when due and payable 
hereunder, or failure to pay any other payment when due and payable hereunder. 
 

(ii) Failure by the City to observe and perform any covenant, condition or agreement 
on its part to be observed or performed, other than as referred to in clause (i) or clause (iii) of this 
Section 11(a), for a period of sixty (60) days after written notice specifying such failure and 
requesting that it be remedied has been given to the City by the Trust Administrator or the Owners 
of not less than fifty percent (50.0%) in aggregate principal amount of Bonds then Outstanding; 
provided, however, if the failure stated in the notice can be corrected, but not within the applicable 
period, the Trust Administrator and such Owners 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. 
 

(iii) The filing by the City of a voluntary petition in bankruptcy under Title 11 of the 
United States Code or any substitute or successor statute. 
 
(b) Remedies on Default. Whenever any event of default referred to in Section 11(a) hereof 

has happened and is continuing, the Trust Administrator or the Government, on behalf of the Trust 
Administrator as the assignee of the Agency, may exercise any and all remedies available pursuant to law or 
granted pursuant to this Lease Agreement, including without limitation re-leasing of the Property; provided, 
however, that notwithstanding anything herein or in the Trust Agreement to the contrary, the Agency (or the 
Government) has no right under any circumstances to accelerate the Base Rental Payments or otherwise 
declare any Base Rental Payments not then in default to be immediately due and payable. Each and every 
covenant set forth in this Lease Agreement to be kept and performed by the City is expressly made a 
condition and upon the breach thereof the Agency may exercise any and all rights of entry and re-entry 
upon the Property, and also, at its option, with or without such entry, may terminate this Lease Agreement; 
provided, that no such termination shall be effected either by operation of law or acts of the parties hereto, 
except only in the manner herein expressly provided. In the event of such default and notwithstanding any 
re-entry by the Agency, the City shall, as herein expressly provided, continue to remain liable for the 
payment of the Base Rental Payments and/or damages for breach of this Lease Agreement and the 
performance of all conditions herein contained and, in any event such rent and/or damages shall be payable 
to the Agency at the time and in the manner as provided below: 

 
(i) In the event the Agency does not elect to terminate this Lease Agreement in the 

manner hereinafter provided for in subparagraph (b) hereof, the City agrees to and shall remain 
liable for the payment of all Base Rental Payments and the performance of all conditions herein 
contained and shall reimburse the Agency for any deficiency arising out of the re-leasing of the 
Property, or, in the event the Agency does not re-lease the Property, then for the full amount of all 
Base Rental Payments to the end of the Term of this Lease Agreement, but said Base Rental 
Payments and/or deficiency shall he payable only at the same time and in the same manner as 
hereinabove provided for the payment of Base Rental Payments hereunder, notwithstanding such 
entry or re-entry by the Agency or any suit in unlawful detainer, or otherwise, brought by the 
Agency for the purpose of effecting such entry or re-entry or obtaining possession of the Property 
or the exercise of any other remedy by the Agency. The City hereby irrevocably appoints the 
Agency as the agent and attorney-in-fact of the City to enter upon and re-lease the Property in the 
event of default by the City in the performance of any covenants herein contained to be performed 
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by the City and to remove all personal property whatsoever situated upon the Property and to place 
such property in storage or other suitable place in the City of Lakeport, for the account of and at the 
expense of the City, and the City hereby exempts and agrees to save harmless the Agency from any 
costs, loss or damage whatsoever arising or occasioned by any such entry upon and re-leasing of 
the Property and the removal and storage of such property by the Agency or its duly authorized 
agents in accordance with the provisions herein contained. The City hereby waives any and all 
claims for damages caused or which may be caused by the Agency in re-entering and taking 
possession of the Property as herein provided and all claims for damages that may result from the 
destruction of or injury to the Property and all claims for damages to or loss of any property 
belonging to the City that may be in or upon the Property. The City agrees that the terms of this 
Lease Agreement constitute full and sufficient notice of the right of the Agency to re-lease the 
Property in the event of such re-entry without effecting a surrender of this Lease Agreement, and 
further agrees that no acts of the Agency in effecting such re-leasing shall constitute a surrender or 
termination of this Lease Agreement irrespective of the term for which such releasing is made or 
the terms and conditions of such re-leasing, or otherwise, but that, on the contrary, in the event of 
such default by the City the right to terminate this Lease Agreement shall vest in the Agency to be 
effected in the sole and exclusive manner hereinafter provided for in subparagraph (b) hereof. The 
City further waives the right to any rental obtained by the Agency in excess of the Base Rental 
Payments to the extent necessary to pay the reasonable and necessary costs of the Agency in re-
leasing the Property, and any balance refunded to the City after payment of any other sums due 
under this Lease Agreement. 
 

(ii) In the event of the termination of this Lease Agreement by the Agency in the 
manner hereinafter provided on account of default by the City (and notwithstanding any re-entry 
upon the Property by the Agency in any manner whatsoever or the re-leasing of the Property), the 
Agency may re-enter and re-lease the Property. In the event of such termination, the City 
nevertheless agrees to pay to the Agency all costs, loss or damages howsoever arising or occurring 
payable at the same time and in the same manner as is herein provided in the case of payment of 
Base Rental Payments. Any surplus received by the Agency from such re-leasing shall be the 
absolute property of the Agency and the City shall have no right thereto, nor shall the City be 
entitled to any credit in the event of a surplus in the rental proceeds received by the Agency from 
the Property. Neither notice to pay rent or to deliver up possession of the premises given pursuant 
to law nor any proceeding in unlawful detainer taken by the Agency shall of itself operate to 
terminate this Lease Agreement, and no termination of this Lease Agreement on account of default 
by the City shall be or become effective by operation of law, or otherwise, unless and until the 
Agency shall have given written notice to the City of the election on the part of Agency to 
terminate this Lease Agreement. The City covenants and agrees that no surrender of the Property of 
the remainder of the Term hereof or any termination of this Lease Agreement shall be valid in any 
manner or for any purpose whatsoever unless stated or accepted by the Agency by such written 
notice. 
 
(c) No Remedy Exclusive. No remedy herein conferred upon or reserved to the Agency is 

intended to be exclusive and every such remedy shall be cumulative and shall be in addition to every other 
remedy given under this Lease Agreement 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 or power may be exercised from time to time 
and as often as may be deemed expedient. In order to entitle the Agency to exercise any remedy reserved to 
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it in this Section it shall not be necessary to give any notice, other than such notice as may be required in 
this Section or by law. 

 
(d) Agreement to Pay Attorneys’ Fees and Expenses. In the event either party to this Lease 

Agreement should default under any of the provisions hereof and the nondefaulting party should employ 
attorneys or incur other expenses for the collection of moneys or the enforcement or performance or 
observance of any obligation or agreement on the part of the defaulting party herein contained, the 
defaulting party agrees that it will on demand therefor pay to the nondefaulting party the reasonable fees of 
such attorneys and such other expenses so incurred by the nondefaulting party. 

 
SECTION 12. PREPAYMENT AND CREDITS 

 
(a) The City may prepay, from Net Proceeds of insurance or a condemnation award received 

by it pursuant to Section 9 hereof, the principal components of Base Rental Payments then unpaid, in whole 
or in part on any date, at a prepayment price equal to the sum of the principal components prepaid plus 
accrued interest thereon to the date of prepayment, without premium. 

 
(b) The City may at its option on any date prepay from any source of available moneys for 

redemption of Bonds pursuant to Section 2.03(b) of the Trust Agreement, all or any part (in an integral 
multiple of $1,000) of the principal component of Base Rental Payments then unpaid, at a prepayment price 
equal to the sum of the principal component prepaid plus interest accrued with respect thereto to the date of 
prepayment, without premium. 
 

Before making any prepayment pursuant to this Section, the City shall give written notice to the 
Government, the Agency and the Trust Administrator specifying the date on which the prepayment will be 
made, which date shall (unless waived in writing) be not less than thirty (30) days from the date such notice 
is given. 

 
The Agency, the Government and the City hereby agree that any prepayment in part under this 

Section and any redemption of Bonds by the Government or the Agency pursuant to Section 2.03(b) of the 
Trust Agreement shall be credited towards the City’s obligations hereunder at the option of the City either 
in inverse order of such obligations or pro rata (with respect to Principal Components) among principal 
payment dates. A prepayment made pursuant to this Section shall not cause a defeasance of Bonds unless 
the requirements of Section 9.03 of the Trust Agreement are satisfied. 

 
In the event of prepayment of the principal component related to this Lease Agreement in full under this 

Section, such that this Lease Agreement shall be terminated by its terms as provided in Section 2, all 
amounts then on deposit under the Trust Agreement which are to be credited to the City’s obligations to make 
Base Rental Payments shall be credited towards the amounts then required to be so prepaid. 

 
SECTION 13. MECHANICS’ LIENS 
 

In the event the City shall at any time during the term of this Lease Agreement cause any 
improvements or other work to be done or performed or materials to be supplied, in or upon the Property, 
the City shall pay, when due, all sums of money that may become due for, or purporting to be for, any labor, 
services, materials, supplies or equipment furnished or alleged to have been furnished to or for the City in, 
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upon or about the Property and which may be secured by any mechanics’, materialmen’s or other liens 
against the Property, the Government’s or the Agency’s interest therein, and will cause any such lien to be 
fully discharged and released at the time the performance of any obligation secured by any such lien 
matures or becomes due, except that, if the City desires to contest any such lien it may do so. If any such 
lien shall be reduced to final judgment and such judgment or such process as may be issued for the 
enforcement thereof is not promptly stayed, or if so stayed and said stay thereafter expires, the City shall 
forthwith pay and discharge said judgment. 

 
SECTION 14. QUIET ENJOYMENT 
 

The parties hereto mutually covenant that the City, so long as it keeps and performs the covenants 
and agreements herein contained, shall at all times during the term of this Lease Agreement peaceably and 
quietly have, hold and enjoy the Property without suit, trouble or hindrance from the Agency. 

 
SECTION 15. INDEMNIFICATION 
 

The City shall, to the full extent then permitted by law, indemnify, defend, protect and hold 
harmless the Government, the Agency and its members, officers and employees and the Trust Administrator 
from and against any and all liabilities, obligations, losses, claims and damages whatsoever regardless of the 
cause thereof, and expenses in connection therewith, including, without limitation, counsel fees and 
expenses, penalties and interest arising out of or as the result of the entering into of this Lease Agreement 
and the Trust Agreement, the payment of the costs of acquiring the Property or any accident in connection 
with the operation, use, condition or possession of the Property or any portion thereof resulting in damage 
to property or injury to or death to any person, but excluding any loss arising out of the intentional 
malfeasance or gross negligence of the Trust Administrator or its officers. The indemnification arising 
under this section shall continue in full force and effect notwithstanding the full payment of all rent 
obligations hereunder or the termination hereof for any reason.  

 
The City agrees not to withhold or abate any portion of the payments required pursuant hereto by 

reason of any defects, malfunctions breakdowns or infirmities of the Property. The Agency and the City 
mutually agree to promptly give notice to each other of any claim or liability hereby indemnified against 
following either’s learning thereof. 

 
SECTION 16. ASSIGNMENT 
 

The parties understand that this Lease Agreement and the rights of the Agency hereunder, with 
certain exceptions, have been assigned to the Trust Administrator pursuant to the Assignment Agreement 
for the benefit of the Owners of the Bonds, to which assignment the City hereby consents. 

 
Neither this Lease Agreement nor any interest of the City hereunder shall be mortgaged, pledged, 

assigned or transferred by the City by voluntary act or by operation of law or otherwise; provided that, 
subject to the provisions of Section 18 hereof, the City may sublease all or any portion of the Property, and 
may grant concessions to others involving the use of any portion of the Property, whether such concessions 
purport to convey a leasehold interest or a license to use a portion of the Property. The City shall at all times 
remain liable for the performance of the covenants and conditions on its part to be performed under this 
Lease Agreement, notwithstanding any subletting or granting of concessions which may be made. Nothing 
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herein contained shall be construed to relieve the City from its obligation to pay Base Rental as provided in 
this Lease Agreement or to relieve the City from any other obligations contained herein. 

 
SECTION 17. ABATEMENT OF RENTAL 
 

The obligation of the City to pay Base Rental shall be abated during any period in which by reason 
of any damage, destruction or condemnation there is substantial interference with the use and occupancy of 
the Property or any portion thereof by the City. Such abatement shall be in an amount determined by the City 
such that the resulting Base Rental in any year during which such interference continues does not exceed the 
fair rental value of the portions of the Property as to which such damage, destruction or taking do not 
substantially interfere with the City’s use and right of possession. Such abatement shall continue for the 
period commencing with the date of such interference and ending with the restoration of the Property to 
tenantable condition. Upon the cessation of the occurrence of any abatement event during the term of this 
Lease Agreement, the City shall cause the Property to be appraised by an MAI appraiser to determine its 
then current fair rental value. If such fair rental value is greater than the fair rental value of the Property 
determined under Section 3 as of the Closing Date, the Base Rental shall be increased by the lesser of (i) 
such incremental value or (ii) the amount needed to recoup all amounts abated during the remaining term of 
this Lease Agreement. 

 
SECTION 18. COVENANTS REGARDING TAX EXEMPT STATUS OF THE BONDS 
 

(a) Definitions.  When used in this Section, the following terms have the following 
meanings: 
 
“Computation Date”  has the meaning set forth in section 1.148-l(b)of the Tax Regulations. 

 
“Gross Proceeds”  means any proceeds as defined in section l.148-1(b) of the Tax Regulations, 

and any replacement proceeds as defined in section 1.148-1(c) of the Tax Regulations, of the Bonds. 
 

“Investment”  has the meaning set forth in section 1.148-l(b) of the Tax Regulations. 
 

“Nonpurpose Investment”  means any investment property, as defined in section 148(b) of the 
Code, in which Gross Proceeds of Tax-Exempt Bonds are invested and which is not acquired to carry out 
the governmental purposes of such Bonds. 
 

“Rebate Amount” has the meaning set forth in section 1,148-1(b) of the Tax Regulations.  
 
“Yield” of 
 

(1) any Investment has the meaning set forth in section 1.148-5 of the Tax Regulations; and 
 

(2) the Bonds has the meaning set forth in section 1-148-4 of the Tax Regulations. 
 

(b) Not to Cause Interest to Become Taxable.  The City shall not use, permit the use of, or omit to 
use Gross Proceeds or any other amounts (or any property the acquisition, construction or improvement of 
which is to be financed directly or indirectly with Gross Proceeds) in a manner that if made or omitted, 
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respectively, would cause the interest on any of the Bonds to become includable in the gross income, as 
defined in section 61 of the Code, of the owner thereof for federal income tax purposes. Without limiting 
the generality of the foregoing, unless and until the City receives a written opinion of Bond Counsel to the 
effect that failure to comply with such covenant will not adversely affect the exclusion from gross income 
for federal income tax purposes of the interest on any Certificate, the City shall comply with each of the 
specific covenants in this Section. 

 
(c) No Private Use or Private Payments. Except as would not cause any Bonds to become a 

“private activity bond” within the meaning of section 141 of the Code and the Tax Regulations and rulings 
thereunder, the City shall at all times prior to the last Stated Maturity of Bonds: 

 
 

(1) require that one or more state or local governmental agencies exclusively own, 
operate and possess all property the acquisition, construction or improvement of which is to be 
financed or refinanced directly or indirectly with Gross Proceeds of the Bonds, and not use or permit 
the use of such Gross Proceeds (including all contractual arrangements with terms different than 
those applicable to the general public) or any property acquired, constructed or improved with such 
Gross Proceeds in any activity carried on by any person or entity (including the United States or any 
agency, deportment and instrumentality thereof) other than a state or local government, unless such 
use is solely as a member of the general public; and  

 
(2) not permit the direct or indirect imposition of any charge or other payment on or by 

any person or entity who is treated as using Gross Proceeds of the Bonds or any property the 
acquisition, construction or improvement of which is to be financed or refinanced directly or 
indirectly with such Gross Proceeds, other than taxes of general application within the City or 
interest earned on investments acquired with such Gross Proceeds pending application for their 
intended purposes. 

 
(d) No Private Loan.  Except as would not cause any Certificate to become a “private activity 

bond” within the meaning of section 141 of the Code and the Tax Regulations and rulings thereunder, the 
City shall not use or permit the use of Gross Proceeds of the Bonds to make or finance loans to any person 
or entity other than a state or local government. For purposes of the foregoing covenant, such Gross 
Proceeds are considered to be “loaned” to a person or entity if: (1) property acquired, constructed or 
improved with such Gross Proceeds is sold or leased to such person or entity in a transaction that creates a 
debt for federal income tax purposes; (2) capacity in or service from such property is committed to such 
person or entity under a take-or-pay, output or similar contract or arrangement; or (3) indirect benefits, or 
burdens and benefits of ownership, of such Gross Proceeds or any property acquired, constructed or improved 
with such Gross Proceeds are otherwise transferred in a transaction that is the economic equivalent of a 
loan. 
 

(e) Not to Invest at Higher Yield.  Except as would not cause the Bonds to become “arbitrage 
bonds” within the meaning of section 148 of the Code and the Tax Regulations and rulings thereunder, the 
City shall not at any time prior to the final Stated Maturity of the Bonds directly or indirectly invest or 
permit the investment of Gross Proceeds in any Investment, if as a result of such investment the 
Yield on Investments acquired with Gross Proceeds, whether then held or previously disposed of, materially 
exceeds the Yield of the Bonds within the meaning of said section 148. For purposes of this paragraph, 
Yield on Investments shall be determined in accordance with the provisions of section 1.148-5 of the Tax 
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Regulations (which, under certain circumstances, requires Yield to be determined on less than all such 
Investments). 
 

(f) Not Federally Guaranteed.  Except to the extent permitted by section 149(b) of the Code 
and the Tax Regulations and rulings thereunder, the City shall not take or omit to take, or permit, any action 
that would cause any Bonds to be treated as “federally guaranteed” within the meaning of section I49(b) of 
the Code and the Tax Regulations and rulings thereunder. 
 

(g) Information Report.  The City shall timely file or cause to be filed any information required 
by section 149(e) of the Code with respect to the Bonds with the Secretary of the Treasury on Form 8038-G 
or such other form and in such place as the Secretary’ may prescribe. 

 
(h) Rebate.  Except to the extent otherwise provided in section 148(f) of the Code and the Tax 

Regulations and rulings thereunder: 
 

(1) The City shall account for all Gross Proceeds (including all receipts, expenditures 
and investments thereof) on its books of account separately and apart from all other funds (and 
receipts, expenditures and investments thereof) and shall retain all records of accounting for at least 
six years after the day on which the last Outstanding Certificate is retired. However, to the extent 
permitted by law, the City may commingle Gross Proceeds of Bonds with other money of the City, 
provided that the City separately accounts for each receipt and expenditure of Gross Proceeds and 
the obligations acquired therewith. 
 

(2) Not less frequently than each Computation Date, the City shall calculate or cause to 
be calculated the Rebate Amount in accordance with rules set forth in section 148(f) of the Code 
and the Tax Regulations and rulings thereunder, and to provide promptly to the City a copy of 
said calculation, which the City shall maintain with its official transcript of proceedings relating 
to the issuance of the Bonds until six years after the final Computation Date. 

 
(3) In order to assure the excludability of the interest on Bonds from the gross income 

of the owners thereof for federal income tax purposes, the City shall make rebate payments at the times 
and in the amounts as are or may be required by section 148(f) of the Code and the Tax Regulations 
and rulings thereunder, which payments shall be accompanied by Form 8038-T or such other forms 
and information as is or may be required by section 148(f) of the Code and the Tax Regulations and 
rulings thereunder, provided, however, that the liability of the City to make any such payments shall 
be limited to amounts received by it for such purpose pursuant to this Agreement. 

 
(4) The City shall cause the exercise of reasonable diligence to assure that no errors 

are made in the calculations and payments required by paragraphs (2) and (3), and if an error is 
made, to discover and promptly correct such error within a reasonable amount of lime thereafter 
(and in all events within one hundred eighty (180) days after discovery of the error), including 
payment to the United States of any additional Rebate Amount owed to it, interest thereon, and any 
penalty imposed under section 1,148-3(h) of the Tax Regulations. 

 
(i) Not to Divert Arbitrage Profits.  Except to the extent permitted by section 148 of the 

Code and the Tax Regulations and rulings thereunder, the City shall not enter into any transaction that 

ATTACHMENT 6



LEASE AGREEMENT 
19 

reduces the amount required to be paid to the United States pursuant to section 148(f) of the Code because 
such transaction results in a smaller profit or a larger loss than would have resulted if the transaction had 
been at arm’s length and the Yield of the Bonds had been irrelevant to each party. 

 
SECTION 19. ENVIRONMENTAL COVENANTS 
 

(a) Compliance with Laws; No Hazardous Substances.  The City will comply with all 
Environmental Laws with respect to the Property and will not use, store, generate, treat, transport, or 
dispose of any Hazardous Substance thereon or in a manner that would cause any Hazardous Substance to 
later flow, migrate, leak, leach, or otherwise come to rest on or in the Property. 

 
(b) Notification of Government.  The City will transmit copies of all notices, orders, or 

statements received from any governmental entity concerning violations or asserted violations of 
Environmental Laws with respect to the Property and any operations conducted thereon or any conditions 
existing thereon to the Government, and the City will notify the Government in writing immediately of any 
release, discharge, spill, or deposit of any Hazardous Substance that has occurred or is occurring that in any 
way affects or threatens to affect the Property, or the people, structures, or other property thereon, provided 
that no such notification shall create any liability or obligation on the part of the Government. 

 
(c) Access for Inspection.  The City will permit the Government, its agents, or any experts 

designated by the Government to have full access to the Property during reasonable business hours for 
purposes of such independent investigation of compliance with all Environmental Laws, provided that the 
Government has no obligation to do so, or any liability for any failure to do so, or any liability should it do 
so. 
 
SECTION 20. WAIVER 
 

Failure of the Government or the Agency to take advantage of any default on the part of the City 
shall not be, or be construed as, a waiver thereof, nor shall any custom or practice which may be established 
between the parties in the course of administering this Lease Agreement be construed to waive or to lessen 
the right of the Government or the Agency to insist upon performance by the City of any term, covenant or 
condition hereof, or to exercise any rights given the Government or the Agency on account of such default. 
A waiver of a particular default shall not be deemed to be a waiver of the same or any subsequent default. 
The acceptance of rent hereunder shall not be, nor be construed to be, a waiver of any term, covenant or 
condition of this Lease Agreement. 

 
SECTION 21. NET LEASE 
 

Subject to the provisions of Section 17 (“Abatement of Rental”), this Lease Agreement shall be 
deemed and construed to be a “Triple-Net Lease” and the City hereby agrees that rental provided for herein 
shall be an absolute net return to the Agency, free and clear of any expenses, taxes, fees, insurance 
premiums, rebate payments, reserve deposits, charges or setoffs whatsoever. 

 
SECTION 22. ESSENTIALITY 

 
The City covenants and agrees that the Property are essential to the City’s exercise of its 

governmental functions. 
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SECTION 23. LAW GOVERNING 
 

This Lease Agreement shall be governed exclusively by the provisions hereof and by the laws of 
the State of California. 

 
SECTION 24. NOTICES 

 
All notices, statements, demands, consents, approvals, authorizations, offers, designations, requests 

or other communications hereunder by either party to the other shall be in writing and shall be sufficiently 
given and served upon the other party if delivered personally or by facsimile transmission or if mailed by 
United States first class mail, postage prepaid, and, if to the City, addressed to the City Manager, City of 
Lakeport, 225 Park Street, Lakeport, CA  95453, or if to the Agency, addressed to the Executive Director, 
Municipal Financing Agency of Lakeport, 225 Park Street, Lakeport, CA  95453, or if to the Government, 
addressed to ________________________________________________, CA _____, or to such other 
addresses as the respective parties may from time to time designate by notice in writing. 

 
SECTION 25. VALIDITY AND SEVERABILITY 
 

If for any reason this Lease Agreement shall be held by a court of competent jurisdiction to be void, 
voidable, or unenforceable by the Corporation or by the City, or if for any reason it is held by such a court 
that any of the covenants of the City hereunder, including the covenant to pay rentals hereunder, is 
unenforceable for the full term hereof, then and in such event this Lease Agreement is and shall be deemed 
to be a lease from year to year under which the rentals are to be paid by the City monthly in consideration of 
the right of the City to possess, occupy and use the Property, and all of the rental and other terms, provisions 
and conditions of this Lease Agreement, except to the extent that such terms, provisions and conditions are 
contrary to or inconsistent with such holding, shall remain in full force and effect. 

 
SECTION 26. SECTION HEADINGS 
 

All section headings contained are for convenience of reference only and are not intended to define 
or limit the scope of any provision of this Lease Agreement. 

 
SECTION 27. RECORDATION 

 
This Lease Agreement shall be recorded, at the commencement of the term hereof, in the Land 

Records of Lake County, California. 
 
SECTION 28. FINDINGS OF LESSEE 
 

The Lessee finds and declares that the issuance of the Bonds will result in significant public benefits 
to the citizens of the Lessee, including but not limited to demonstrable savings in effective interest rate, 
certificate preparation, underwriting or certificate issuance costs. 
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SECTION 29. EXECUTION IN COUNTERPARTS 
 

It is agreed that separate counterparts of this Lease Agreement may separately be executed by the 
Corporation and the City, all with the same force and effect as though the same counterpart had been 
executed by both the Corporation and the City. Each such counterpart shall be considered an original and all 
of which shall constitute but one and the same instrument. 
 
 

* * * * * * * * * * * * 
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IN WITNESS WHEREOF, the Corporation and the City have caused this Lease Agreement to be 
executed by their respective officers thereunto duly authorized, all as of the day and year first above 
written. 
 
 CITY OF LAKEPORT, CALIFORNIA 
      
  
  
 By:  
            
 
 
Attest: 
 
 
 
By:  
       
 

 
 

 MUNICIPAL FINANCING AGENCY OF LAKEPORT 
 

 
 

 By:   
           
 
Attest: 
 
 
 
By:  
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ALL CAPACITY ACKNOWLEDGMENT 

 

A notary public or other officer completing this certificate 
verifies only the identity of the individual who signed the 
document to which this certificate is attached, and not the 
truthfulness, accuracy, or validity of that document. 

 

 
STATE OF CALIFORNIA 
 
COUNTY OF LAKE  
 
On    , before me,  
                       (Date)                                                                   (Name and Title of officer) 
 
personally appeared ____________________________________________________, 
                                                                      (Name of person signing) 
who proved to me on the basis of satisfactory evidence to be the person(s) whose 
name(s) is/are subscribed to the within instrument and acknowledged to me that 
he/she/they executed the same in his/her/their authorized capacity(ies), and that by 
his/her/their signature(s) on the instrument the person(s), or the entity upon behalf of 
which the person(s) acted, executed the instrument. 
 
I certify under PENALTY OF PERJURY under the laws of the State of California that the 
foregoing paragraph is true and correct. 
 
WITNESS my hand and official seal. 
 
 
 
 
_______________________________________  
                     Signature of officer                                                             (Seal) 
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EXHIBIT A 
 

DESCRIPTION OF SITE 
 
 
THE REAL PROPERTY REFERRED TO HEREIN BELOW IS SITUATED IN THE CITY OF 
LAKEPORT, STATE OF CALIFORNIA, AND IS DESCRIBED AS FOLLOWS: 
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EXHIBIT B 
 

DESCRIPTION OF THE FACILITIES 
 

Means those certain existing facilities and improvements presently existing on the Site, including the City’s 
police station building, parking areas and related facilities, together with any permitted additions, 
replacements, modifications or other alterations thereto, and together with and including, all riparian rights, 
water and water rights, easements, rights-of-way, licenses, franchises, rights of service and use, and the 
construction of all permissible auxiliary work necessary or convenient for the foregoing.
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EXHIBIT B 
 

BASE RENTAL PAYMENT SCHEDULE* 
 

(Interest Rate is _.___% per annum) 
 
 

Interest  
Payment Date* 

Principal 
Components** 

Interest 
Components  

Total Base 
 Rental Payments 

    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    

Totals    
 
 

_____________________ 
* The Lease Payment Date with respect to each Interest Payment Date is the fifth (5th) calendar day immediately preceding 

such Interest Payment Date. 
 

** Principal Components may be prepaid on any date in accordance with Section 12 of the Lease Agreement. 
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RECORDING REQUESTED BY: 
City of Lakeport 
 
WHEN RECORDED MAIL TO: 
The Weist Law Firm 
108 Whispering Pines Drive, Suite 235 
Scotts Valley, California 95066 
Attn:  Cameron A. Weist, Esq.  

) 
) 
) 
) 
) 
) 
) 
) 
) 

  

(DO NOT WRITE ABOVE LINE - SPACE FOR RECORDERS USE ONLY) 
 
THIS DOCUMENT IS RECORDED FOR THE BENEFIT OF THE CITY OF LAKEPORT.  THIS TRANSACTION 
IS EXEMPT FROM DOCUMENTARY TRANSFER TAX PURSUANT TO SECTION 11922 OF THE 
CALIFORNIA REVENUE AND TAXATION CODE.  THIS DOCUMENT IS EXEMPT FROM RECORDING 
FEES PURSUANT TO SECTION 27383 OF THE CALIFORNIA GOVERNMENT CODE. 
 

 
ASSIGNMENT AGREEMENT 

 
 
 

Dated as of June 1, 2016 
 
 
 

by and between the 
 
 
 

MUNICIPAL FINANCING AGENCY OF LAKEPORT 
 
 

and  
 
 

FINANCE DIRECTOR OF THE CITY OF LAKEPORT 
 
 
 

Relating to the 
 
 

$_________ 
MUNICIPAL FINANCING AGENCY OF LAKEPORT 

SERIES 2016 LEASE REVENUE BONDS 
(POLICE STATION PROJECT) 

BANK QUALIFIED 
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ASSIGNMENT AGREEMENT 
 

THIS ASSIGNMENT AGREEMENT, made and entered into as of June 1, 2016, by and between 
the MUNICIPAL FINANCING AGENCY OF LAKEPORT, a joint exercise of powers authority organized 
and existing under the laws of the State of California (the “Agency”), and the FINANCE DIRECTOR OF 
THE CITY OF LAKEPORT, as trust administrator (the “Trust Administrator”), under the Trust Agreement 
hereinafter defined. 
 

W I T N E S S E T H : 

In the joint and mutual exercise of their powers, in consideration of the mutual covenants herein 
contained, and for other valuable consideration, the parties hereto recite and agree as follows: 

 
Section 1.  Recitals. 

 
(a) The City desires to finance the design, acquisition, construction and installation of certain 

capital improvements constituting new police station facilities and related improvements (the “Project”); 
and 

 
(b) The Agency, the City and the Trust Administrator have entered into an Trust Agreement 

(the “Trust Agreement”), dated as of June 1, 2016 (the “Trust Agreement”), for purposes of issuing, 
administering and making payments on the Series 2016 Lease Revenue Bonds (Police Station Project) to be 
executed and delivered pursuant to the Trust Agreement in an aggregate face amount of 
__________________________ Dollars ($_________) (the “Bonds”), the proceeds of which will be used to 
effectuate the financing for the Project (the “Financing”); and 
 

(c) In order to provide collateral for the Bonds, the City has agreed to sublease to the Agency 
certain real property located within the City along with the existing improvements thereon (the “Site and 
Facilities”) pursuant to a Site Lease dated as of June 1, 2016 (the “Site Lease”) by and between the City as 
lessor and the Agency as lessee, and the Agency has agreed to sublease the Site and Facilities back to the 
City pursuant to that certain Lease Agreement, dated as of June 1, 2016 (the “Lease” or “Lease 
Agreement”) by and between the Agency as sublessor and the City as sublessee. 

 
(e) Under and pursuant to the Lease Agreement, the City is obligated to make Base Rental 

Payments (as defined in the Lease Agreement) to the Agency for the lease of the Site and Facilities; and 
 
(f) In order to make the Bonds marketable on terms acceptable to the City, the Agency is 

willing to assign and transfer its rights under the Lease Agreement and the Site Lease to the Trust 
Administrator for the benefit of the Owners of the Bonds. In consideration of such assignment, the City has 
agreed to deliver the amount received from the sale of the Bonds to the Agency in satisfaction of the 
Agency’s obligation to make a payment to the City under the Site Lease; and 
 

(g) All acts, conditions and things required by law to exist, to have happened and to have been 
performed precedent to and in connection with the execution and entering into of this Assignment 
Agreement do exist, have happened and have been performed in regular and due time, form and manner as 
required by law and the parties hereto are now duly authorized to execute and enter into the Assignment 
Agreement; and 
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(h) Each of the parties has authority to enter into this Assignment Agreement, and has taken all 

actions necessary to authorize its respective officers to execute the same. 
 
Section 2.   Assignment. 

 
The Agency, for good and valuable consideration in hand received, does hereby irrevocably sell, 

transfer, assign and set over to the Trust Administrator, for the benefit of the Owners of Bonds executed and 
delivered under the Trust Agreement, all of the its rights and interests under the Lease Agreement and the 
Site Lease, including without limitation (1) the right to receive and collect all of the Base Rental Payments 
(including Prepayments thereof) from the City under the Lease Agreement, and (2) the right to exercise 
such rights and remedies conferred on the City pursuant to the Lease Agreement as may be necessary or 
convenient (i) to enforce payment of the Base Rental Payments, prepayments thereof and any other amounts 
required to be deposited in the Lease Revenue Fund established under the Trust Agreement, or (ii) 
otherwise to protect the interests of the Bond Owners in the Event of Default by the City under the Lease 
Agreement or the Site Lease.  All rights assigned by the Agency shall be administered by the Trust 
Administrator in accordance with the provisions of the Trust Agreement and for the equal and proportionate 
benefit of the Owners of Bonds. 
 
Section 3.  Acceptance. 
 
 The Trust Administrator hereby accepts the assignments made herein for the purpose of securing, 
equally and proportionately, the payments due pursuant to the Lease Agreement, Site Lease and Trust 
Agreement to, and the rights under the Lease Agreement, Site Lease and Trust Agreement of, the Owners of 
the Bonds delivered pursuant to the Trust Agreement, all subject to the provisions of the Trust Agreement.  
The above assignment is intended to be an absolute and unconditional assignment to Trust Administrator 
and is not intended as a loan to the Agency.  Accordingly, in the event of bankruptcy of the Agency, the Site 
and Facilities shall not be part of the Agency’s estate.  However, if the above assignment is deemed to be a 
loan to the Agency, then the Agency shall be deemed to have granted to Trust Administrator, and hereby 
grants to Trust Administrator, a continuing first priority security interest in the Site and Facilities and all 
proceeds thereof as collateral security for all obligations of the Agency hereunder and all obligations of the 
City under the Site Lease, Lease Agreement and this Assignment Agreement shall be deemed a security 
agreement with respect to such loan. 
 
Section 4.  Bonds.   
 

The Agency shall execute and deliver to Trust Administrator the Bonds evidencing and 
representing the rights to receive payments that are assigned hereunder. 
 
Section 5.  Representations.   
 

The Agency represents and warrants to Trust Administrator that it has the power, authority, and 
legal right to execute, deliver and perform this Assignment Agreement, and that this Assignment Agreement 
is a valid, binding, and enforceable obligation of the Agency, except as such enforceability may be limited 
by bankruptcy, insolvency or other laws affecting creditors’ rights generally and by the application of 
equitable principles. 
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Section 6.  Covenants.   
 
(A)  Nonimpairment of Lease.  The Agency agrees that it (1) shall not have any right to amend, 

modify, compromise, release, terminate or permit prepayment of the Lease Agreement, and (2) shall not 
take any action that may impair the payment of Base Rental Payments or the validity or enforceability of the 
Lease Agreement. 

 
(B)  Rental Payments.  If the Agency receives any Base Rental Payments, then the Agency shall 

receive such payments in trust for Trust Administrator and shall immediately deliver the same to Trust 
Administrator in the form received, duly endorsed by the Agency for deposit by Trust Administrator in the 
Lease Revenue Fund. 

 
(C)  Further Assurances.  The Agency shall execute and deliver to Trust Administrator such notices 

of assignment, UCC financing statements, assignments of financing statements and other documents, in 
form and substance reasonably satisfactory to Trust Administrator, and the Agency shall take such other 
actions, as Trust Administrator may reasonably request from time to time to evidence, perfect, maintain, 
and enforce Trust Administrator’s rights in the Site and Facilities and/or to enforce or exercise Trust 
Administrator’s rights or remedies under the Lease Agreement.  Trust Administrator may, where permitted 
by law, file such UCC financing statements without the Agency’s signature. 

 
Section 7.  Conditions. 
 
 This Assignment Agreement shall confer no rights or 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 hereto. 
 

If the Trust Administrator shall be removed or become incapable of acting, or if a vacancy shall 
occur in the office of the Trust Administrator for any cause other than resignation (it being understood that 
no vacancy may occur as a result of resignation unless and until a successor has been appointed) or if the 
Trust Administrator tenders its resignation, the City shall promptly appoint a successor. 

 
Section 8.  Definitions.   

 
Unless the context otherwise requires, capitalized terms used herein shall have the meanings 

specified in the Lease Agreement. 
 

Section 9.  Applicable Law.   
 

This Assignment Agreement shall be governed by and construed in accordance with the laws of the 
State of California. 

 
Section 10.  Execution in Counterparts. 
 
 This Assignment 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 WHEREOF, the parties have executed and entered into this Assignment 
Agreement by their officers thereunto duly authorized as of the day and year first written above. 

 
MUNICIPAL FINANCING AGENCY OF LAKEPORT 

 
 
 

 By:  
 
 

Attest: 
 
 
 
By:  

 
 
 

      FINANCE DIRECTOR 
OF THE CITY OF LAKEPORT,  
as Trust Administrator 

 
 

 By:  
 
 
 
      

 
 

ATTACHMENT 7



 

 

ALL CAPACITY ACKNOWLEDGMENT 

 

A notary public or other officer completing this certificate 
verifies only the identity of the individual who signed the 
document to which this certificate is attached, and not the 
truthfulness, accuracy, or validity of that document. 

 

 
STATE OF CALIFORNIA 
 
COUNTY OF LAKE  
 
On    , before me,  
                       (Date)                                                                   (Name and Title of officer) 
 
personally appeared 
____________________________________________________, 
                                                                      (Name of person signing) 
who proved to me on the basis of satisfactory evidence to be the person(s) whose 
name(s) is/are subscribed to the within instrument and acknowledged to me that 
he/she/they executed the same in his/her/their authorized capacity(ies), and that by 
his/her/their signature(s) on the instrument the person(s), or the entity upon behalf of 
which the person(s) acted, executed the instrument. 
 
I certify under PENALTY OF PERJURY under the laws of the State of California that 
the foregoing paragraph is true and correct. 
 
WITNESS my hand and official seal. 
 
 
 
 
_______________________________________  
                     Signature of officer                                                             (Seal) 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
 

RURAL DEVELOPMENT 
 

RURAL UTILITY SERVICE 
 

OFFER 
 

Subject to the Bond Specifications attached hereto as Exhibit A, the General Conditions attached 
hereto as Exhibit B, the Special Conditions attached hereto as Exhibit C, and the adoption of Form RD 
1942-47, “Loan Resolution,” the United States of America, hereinafter referred to as “the Government”, 
hereby offers to make a loan in the sum of $___________ to the Municipal Financing Agency of Lakeport, 
in Lake County, in the state of California (hereinafter called “Agency”) in order to aid in the construction of 
the new Lakeport Police Station Acquisition and Renovation Project. 
 

The loan herein provided for shall be made by purchase at par value of the Bonds in the sum of 
$__________ and bearing interest at the rate of 2.___% per annum. In the event any other bidder offers to 
purchase any of the issue at a net interest rate of not more than 2.___% per annum, that portion of the issue 
will not be purchased by the Government, and it will purchase the balance of said issue. In such event, it is 
understood that the obligations of the Agency set forth in the Installment Sale Agreement and Trust 
Agreement would apply as fully and to the same extent as if the entire issue were sold to the Government. 
In the event that no bid is received from any bidders within the terms herein specified, the entire issue will 
be purchased by the Government, subject to the conditions aforesaid. 
 

Upon acceptance, this offer, together with all of the Exhibits attached hereto and Form RD 1942-
47, “Loan Resolution,” shall become the Agreement. 
 
This offer must be accepted within 60 days from the date hereof. 

 
Dated this __th day of _______, 2016. 

 
 
 

UNITED STATES OF AMERICA 
 
 
 

by: ______________________ 
 Acting Community Programs Director 
 USDA Rural Development 
 for the Rural Housing Service 
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EXHIBIT A 
 

FORM OF REVENUE BOND 
 

NO. R– $ 
 

UNITED STATES OF AMERICA 
STATE OF CALIFORNIA 

 

$_________ 
MUNICIPAL FINANCING AGENCY OF LAKEPORT 

SERIES 2016 LEASE REVENUE BONDS 
(POLICE STATION ACQUISITION AND RENOVATION PROJECT) 

BANK QUALIFIED 
 

 

INTEREST PAYMENT DATES RATE OF INTEREST DATED DATE 

June 1 and December 1 
as described below 

_.___% June __, 2016 

 
  
REGISTERED OWNER: UNITED STATES OF AMERICA,  

ACTING THROUGH THE DEPARTMENT OF AGRICULTURE,  
RURAL DEVELOPMENT 

 
PRINCIPAL AMOUNT: _______ MILLION ___________ THOUSAND DOLLARS 
 

THIS IS TO CERTIFY THAT the Registered Owner identified above, or registered assigns, as the 
registered owner (the “Registered Owner”) of this Series 2016 Lease Revenue Bond (the “Bond”) is the 
owner of a direct, undivided fractional interest in installment payments (the “Base Rental Payments”) 
payable under the Lease Agreement dated as of June 1, 2016 (the “Lease Agreement”) by and between the 
MUNICIPAL FINANCING AGENCY OF LAKEPORT, a California joint powers authority duly organized 
and existing pursuant to the laws of the State of California (the “Agency”), and the CITY OF LAKEPORT 
(the “City”), a general law city and public agency duly organized and validly existing under the laws of the 
State of California.  The Base Rental Payments and certain other rights and interests under the Lease 
Agreement have been assigned to the Finance Director 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 Bond is entitled to receive, subject to the terms of the Lease 

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 Base Rental Payments 
designated as principal as follows:  
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and to receive on December 1, 2017, and semiannually thereafter on June 1 and December 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 Base Rental 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 Dated Date identified above. The Registered 
Owner’s share of the portion of the Base Rental Payments designated as interest is the result of the 
multiplication of the share of the portion of the Base Rental 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 
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 bond register of the Trust Administrator as 
of the preceding Record Date; provided, however, that so long as the United States of America remains the 
Registered Owner of the Bonds, payment of principal shall be made on each Principal Payment Date and 
payment of interest shall be made on each Payment Date to the Registered Owner, unless otherwise 
requested by the Registered Owner, by the Pre-Authorized Debit (PAD) payment process (i.e., the City’s 
payments shall be electronically debited from the Lease Revenue Fund on each Interest Payment Date in 
accordance with the PAD process established by Form SF-5510 and Form RD 3550-28, both entitled 
“Authorization Agreement for Pre-Authorized Payments”). 

 
This Bond has been executed and delivered by the Trust Administrator pursuant to the terms of a 

Trust Agreement by and among the Trust Administrator, the Agency and the City, dated as of June 1, 2016 
(the “Trust Agreement”). The City has certified that it is authorized to enter into the Lease Agreement and 
this Trust Agreement under the laws of the State of California, for the purpose of paying the costs of certain 
public capital improvements.  

 
Reference is hereby made to the Lease 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 Bonds are 
delivered, the rights thereunder of the owners of the Bonds, the rights, duties and immunities of the Trust 
Administrator and the rights and obligations of the City under the Lease Agreement, to all of the provisions 
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of the Lease Agreement and the Trust Agreement the Registered Owner of this Bond, by acceptance hereof, 
assents and agrees. 

 
This single Bond is issued by the Agency and represents the $________ Series 2016 Lease 

Revenue Bonds (Police Station Project), all of like, date, tenor and effect, but differing in amounts and 
maturities, authorized to be executed and delivered pursuant to the Trust Agreement. 

 
This Bond is transferable only to a Qualified Institutional Buyer (as such term is defined by Rule 

144A of the Securities Act of 1933) or other persons with the consent of the City and the Agency, by the 
Registered Owner thereof in person or by his attorney duly authorized in writing, at the Trust Office, but 
only in the manner, subject to the limitations and upon payment of the charges provided in the Trust 
Agreement, and upon surrender of this Bond for cancellation accompanied by delivery of a duly executed 
written instrument of transfer in the form appearing hereon. Upon such transfer, a new Bond or Bonds of 
the same Maturity Date representing the same principal amount will be issued to the transferee in exchange 
herefor. 

 
The Bond 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 Base 
Rental Payments made at the option of the City pursuant to the Lease Agreement, at a prepayment price 
equal to the aggregate principal components of the Base Rental Payments to be prepaid, together with 
accrued interest represented thereby to the date fixed for prepayment, without premium. 

 
The Bond is subject to mandatory prepayment on any date, in whole, or in part, from unexpended 

proceeds of the Project Fund established under this 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 Base Rental Payments pursuant to the Lease Agreement, at a prepayment 
price equal to one hundred percent (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 this Trust Agreement, notice of prepayment shall be mailed by the Trust 

Administrator by first class mail, postage prepaid, not less than thirty (30) nor more than sixty (60) days 
before the prepayment date, to the Registered Owner of the Bond, 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 Bond is called for prepayment and payment is 
duly provided herefor as specified in this Trust Agreement, interest represented hereby shall cease to accrue 
from and after the date fixed for prepayment. 

 
The City has designated its obligations under the Lease Agreement represented by this Bond to be a 

“qualified tax-exempt obligation” under Section 265(b)(3) of the Internal Revenue Code of 1986. 
 
This Bond is transferable by the Registered Owner hereof, in person or by his or her attorney duly 

authorized in writing, at the Trust Office of the Trust Administrator, but only in the manner, subject to the 
limitations and upon payment of the charges, if any, provided in this Trust Agreement and upon surrender 
and cancellation of this Bond.  
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Upon such transfer a new Bond or Bonds, 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 Agency and the Trust 
Administrator may treat the Registered Owner hereof as the absolute owner hereof for all purposes, whether 
or not this Bond shall be overdue, and the City, the Agency 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 this Trust Agreement, the provisions of 

this 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 Bonds then outstanding, and may be amended without such 
consent under certain circumstances; provided that no such amendment shall extend the fixed maturity of 
any Bond or reduce the interest or principal represented thereby, without the express consent of the owner 
of such Bond. 

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

payments of principal, or interest with respect to the Bonds 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 Bonds the various funds and accounts established under this Trust 
Agreement and to perform the other duties expressly imposed upon it under this 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 Lease Agreement and this Trust Agreement to exist, to have happened and to 
have been performed precedent to and in the delivery of the Bonds, do exist, have happened and have been 
performed in due time, form and manner as required by law. 

 
This Bond is given as evidence of a loan to the City made by the United States of America, acting 

through the Department of Agriculture, Rural Development, pursuant to the Consolidated Farm and Rural 
Development Act, and shall be subject to the present applicable regulations and to its future regulations not 
inconsistent with the express provisions hereof. 

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

Administrator, acting pursuant to this Trust Agreement. 
 

AUTHENTICATED, EXECUTED AND DELIVERED, as of the Dated Date first written above. 
 

TRUST ADMINISTRATOR 
 
 
By:    
 Finance Director,  
 City of Lakeport 
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ABBREVIATIONS 
 

The following abbreviations, when used in the inscription on the face hereof, shall be construed as 
though they were written out in full according to applicable laws or regulations: 

 
TEN COM -- as tenants in common UNIF GIFT MIN ACT ____ Custodian  
  
TEN ENT -- as tenants by the  (Cust) _____ (Minor) _____  
Entireties under Uniform Gifts to Minors 
JT TEN -- as joint tenants with Act ______________________________ 
 _____ right of survivorship (State) 
 _____ and not as tenants in  
 _____ common  
  

 
ADDITIONAL ABBREVIATIONS MAY ALSO BE USED 

THOUGH NOT IN THE LIST ABOVE 
 
 
 

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 Bond and hereby irrevocably constitute(s) and appoint(s)     
    attorney, to transfer the same on the Bond Register 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 Bond 
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 the Department of 
Agriculture, Rural Development 

    
 

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 Bond as advanced as of _______________, 20__ is  
$___________. 
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Record of Prepayment in Advance of Maturity 
of Bonds Represented by this Certificate 

 
The Record of prepayment in advance of maturity on the registered Bond shall be substantially as 

follows: 
 

Amount  Date 
 
__________________  ___________________ 
 
__________________  ___________________ 

 
__________________  ___________________ 
 
__________________  ___________________ 
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EXHIBIT B 

 
Municipal Financing Agency of Lakeport 

 
Series 2016 Lease Revenue Bond 

 
GENERAL CONDITIONS 

 
(To Come) 
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EXHIBIT C 
 

Municipal Financing Agency of Lakeport 
 

Series 2016 Lease Revenue Bond 
 

SPECIAL CONDITIONS 
 
 
 

(To Come) 

ATTACHMENT 8



CITY OF LAKEPORT 
City Council  

City of Lakeport Municipal Sewer District  
Lakeport Redevelopment Successor Agency  

Lakeport Industrial Development Agency   
Municipal Financing Agency of Lakeport   

STAFF REPORT 

RE:   Refinancing Outstanding Series 2000 Water Enterprise 
Certificates of Participation and Approving and Directing the 
Execution and Delivery of Certain Financing Documents in 
Connection Therewith 

MEETING DATE:   5/17/2016 

SUBMITTED BY:   Daniel Buffalo, Finance Director 
PURPOSE OF REPORT:        Information only       Discussion      Action Item 

WHAT IS BEING ASKED OF THE CITY COUNCIL/BOARD: 
Adopt Resolution No. ____ (2016) and direct staff to work with Bond Counsel, Financial Advisor, and Placement Agent to 
proceed with the refinancing of all outstanding Lakeport Public Financing Authority, Series 2000 Certificates of 
Participation pursuant to certain financing documents in the form presented at this meeting (the “Financing 
Documents”). 

BACKGROUND/DISCUSSION:   
On August 15, 2000, the City issued (through the Lakeport Financing Authority) its Series 2000 Certificates of 
Participation (the “2000 Obligations”) in the original amount of $3,050,000, which are presently outstanding in the 
approximate aggregate principal amount of $2,446,000. The 2000 Obligations are scheduled to mature on August 1, 
2039, and bear interest at a rate of approximately 4.75%. The City makes semi-annual payments each February 1st and 
August 1st, with the total principal and interest payments averaging approximately $173,000 each year to maturity. The 
2000 Obligations are currently callable and can be refunded in whole at any time without penalty. 

Due to the historically low interest rate environment presently prevailing in the municipal bond market, the City has a 
window of opportunity to issue the proposed Series 2016 Water Revenue Refunding Loan Obligations (the “2016 
Obligations”), the proceeds of which would be used to prepay and fully eliminate the 2000 Obligations (this process is 
hereafter referred to as a “Refunding”).  

Based upon a cost-benefit analysis provided by the financing team, it has been determined that a private placement 
(described below in more detail) method of sale will provide the best combination of rates and terms for the City.  
Further, due to the long remaining final maturity of the 2000 Obligations (i.e., August 1, 2039), and the relatively small 
remaining balance (i.e., $2.4 million), the most cost effective plan of finance will be to shorten the term of the 2016 
Obligations to mature on August 1, 2035, being a reduction of 4 years. By reducing the number of years to maturity the 
2016 Obligations achieve a reduced average life, therefor allowing more financial institutions (mainly banks) to bid on 
the transaction, which will translate into lower interest rates for the City. The trade-off is that all the savings resulting 
from the Refunding occur from August 2035 to August 2039 by virtue of the elimination of payment during those years.  

Total savings will be based upon final interest rates set on the day of pricing (expected early June); however, based on 
current market rates for similarly privately placed bonds, total savings are estimated to be $659,000. Another common 
measure of the debt service savings that results from the issuance of 2016 Obligations is "net present value savings," 
commonly referred to as "'NPV Savings." NPV Savings is equal to total debt service savings (e.g. $659,000) adjusted for 
the time value of money and any up-front cash contribution of funds by the City (none expected in this case). Based on 
an indicative interest rate of 3.10%, the expected NPV Savings from the proposed Refunding equals approximately 
$316,000, or 12.9% of the 2000 Obligations.  Industry standards state that NPV savings in excess of 3.00% are worthy of 
refunding consideration.  The total costs of issuance are estimated at under $100,000 and are included in the savings 
analysis so that the estimated savings are net of the issuance costs. 
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Below is a draft preliminary numerical analysis containing estimated details as to the Refunding calculations. 

 

 
There are three common methods of selling municipal bonds: competitive public sales, negotiated public sales and 
direct private placements. Depending on a variety of factors, including the security for the bonds, the size, term and 
structure of the bonds, and the creditworthiness of the bonds, one or another method of sale is likely to achieve the 
best overall result (i.e., the lowest possible interest rate). With respect to the proposed 2016 Obligations, City staff in 
consultation with its financial advisor and bond counsel determined that a direct private placement would likely achieve 

$2,484,316 
City of Lakeport 
2016 USDA Refi -- Private Placement 
(2000 Water Improvements) 

Debt Service Comparison 

Date Total P+I Net New D/S Old Net D/S Savings
08/01/2017 174,677.78 174,677.78 172,977.50 (1,700.28)
08/01/2018 174,851.84 174,851.84 173,151.26 (1,700.58)
08/01/2019 174,884.00 174,884.00 173,182.50 (1,701.50)
08/01/2020 174,772.22 174,772.22 173,071.26 (1,700.96)
08/01/2021 174,518.95 174,518.95 172,817.50 (1,701.45)
08/01/2022 174,622.60 174,622.60 172,921.26 (1,701.34)
08/01/2023 174,559.24 174,559.24 172,858.76 (1,700.48)
08/01/2024 174,830.65 174,830.65 173,130.00 (1,700.65)
08/01/2025 174,412.24 174,412.24 172,711.26 (1,700.98)
08/01/2026 174,826.58 174,826.58 173,126.26 (1,700.32)
08/01/2027 174,528.81 174,528.81 172,827.50 (1,701.31)
08/01/2028 174,539.86 174,539.86 172,838.76 (1,701.10)
08/01/2029 174,836.71 174,836.71 173,136.26 (1,700.45)
08/01/2030 174,397.62 174,397.62 172,696.26 (1,701.36)
08/01/2031 174,744.04 174,744.04 173,042.50 (1,701.54)
08/01/2032 174,828.00 174,828.00 173,127.50 (1,700.50)
08/01/2033 174,652.04 174,652.04 172,951.26 (1,700.78)
08/01/2034 174,714.70 174,714.70 173,013.76 (1,700.94)
08/01/2035 174,492.28 174,492.28 172,791.26 (1,701.02)
08/01/2036 - - 172,783.76 172,783.76
08/01/2037 - - 172,967.50 172,967.50
08/01/2038 - - 172,818.76 172,818.76
08/01/2039 - - 172,837.50 172,837.50

Total $3,318,690.16 $3,318,690.16 $3,977,780.14 $659,089.98

PV Analysis Summary (Net to Net) 
 
Gross PV Debt Service Savings 301,954.81
 
Net PV Cashflow Savings @  3.546%(AIC) 301,954.81
 
Contingency or Rounding Amount 0.78
Net Present Value Benefit  $301,955.59
 
Net PV Benefit  /  $2,389,000 Refunded Principal 12.639%
Net PV Benefit  /  $2,484,316 Refunding Principal 12.154%
 
Refunding Bond Information 
 
Refunding Dated Date 8/02/2016
Refunding Delivery Date 8/02/2016

Meeting Date: 05/17/2016 Page 2 Agenda Item #VI.C.3. 



the best overall result in this instance. In a direct private placement an issuer such as the City sells its bonds directly to a 
single investor; by comparison, in a competitive sale or negotiated sale, an issuer sells its bonds to a broker-dealer (e.g. 
an underwriter) who then re-sells the bonds to investors. 

In order to move forward with the Refunding the City must first approve the subject Resolution which, among other 
things, authorizes and direct the execution and delivery of the 2016 Obligations and appoints the financing team 
necessary to complete the Refunding transaction. Staff is recommending The Weist Law Firm to serve as Bond Counsel, 
NHA Advisors to serve as Financial Advisor, and Southwest Securities to serve as Placement Agent. 

If Council desires to move forward with the Refunding and correspondingly adopts the subject Resolution, staff, with the 
assistance of Bond Counsel, Financial Advisor and Placement Agent, will issue a “Request for Proposals/Bids” (the “Bid 
Solicitation”) to several targeted financial institutions requesting proposals (the “Proposals”) to provide financing for the 
Refunding on a privately placed basis. Staff will then select the lowest and best overall bid (the “Bank”), finalize 
documentation (the forms of which are being approved by the subject resolution) and close the transaction at first 
possible opportunity. Savings will thereafter be locked-in for the duration of the new 2016 Refunding Obligations. 

 

SUMMARY OF THE FINANCING DOCUMENTS:  

The subject Resolution being recommended for adoption essentially authorizes and approves the form of all the 
foundational legal documents (the “Financing Documents”) necessary to provide for the successful consummation of the 
2016 Obligations. The Financing Documents needed to complete this financing are included as attachments to the 
subject Resolution and are each briefly described as follows: 

 1. Loan Agreement:  This is an agreement between the City and the Bank, which sets forth the covenants 
and specifics of the 2016 Obligations, including the City’s promise to make future semi-annual debt service payments, 
the establishment and management of funds and accounts, the City’s duties, repayment mechanisms and the Bank’s 
rights and remedies in the event of default. Like the 2000 Obligations, the Loan Agreement also requires the City to 
maintain Net Revenues (which is all revenues of the water enterprise, less operation and maintenance expenses) in 
excess of 120% total annual debt service on the 2016 Obligations and any new parity debt issued in the future. 

 2. Refunding Instructions:  These are refunding instructions pursuant to which the proceeds of the 2016 
Obligations, together with the 2000 Obligations Reserve Fund, as well as all other funds on hand with the 2000 Trust 
Administrator, will be deposited in the Escrow Fund, and used exclusively for the purpose of prepaying the 2000 
Obligations. 

 

HIGHLIGHTS OF OPPORTUNITY: 

• Produces approximately $659,000 in total cash-flow relief 

• The term of the debt is shortened by 4 years 

• Consultants work on a fully contingent basis (no financial risk to City) 

• Savings are net of all costs 

OPTIONS: 

1. Approve and authorize the City Manager and Finance Director to work with the financing team to select the 
lowest bidder, sign all related documents to the transaction, and execute the full prepayment of the 2000 
Obligation. 
 

2. Do not approve but provide direction to staff. 

FISCAL IMPACT: 

 None  $95,000 issuance costs, approximately $659,000 cash flow savings, $301,955 NPV savings Budgeted 
Item?   Yes    No 
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Budget Adjustment Needed?   Yes    No   If yes, amount of appropriation increase:  $      

Affected fund(s):  General Fund    Water OM Fund    Sewer OM Fund    Other:  

Comments:  Because the consultants have agreed to work on a fully contingent basis, there are minimal cost 
implications to the City. Any costs would be related to staff time spent on administrative tasks associated with the 
Refunding process. There will, however, be significant interest cost savings to the City and its rate payers as a result of 
the Refunding. 

 

SUGGESTED MOTIONS: 

Move to approve the proposed Resolution as well as approve and authorize the City Manager and Finance Director to 
work with the financing team to solicit bids for the purchase of the 2016 Obligations, sign all documents related to the 
transaction, and execute the prepayment of the 2000 Obligations. 

    Attachments: 1. Resolution No._______(2016) 
2. Loan Agreement 
3. Refunding Instructions 

  

Meeting Date: 05/17/2016 Page 4 Agenda Item #VI.C.3. 



RESOLUTION NO. _____ (2016) 
   

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF LAKEPORT 
AUTHORIZING THE REFINANCING OF ALL OUTSTANDING SERIES 2000 

WATER ENTERPRISE CERTIFICATES OF PARTICIPATION, AND 
APPROVING AND DIRECTING THE EXECUTION AND DELIVERY OF 
CERTAIN FINANCING DOCUMENTS IN CONNECTION THEREWITH, 

AND PROVIDING FOR OTHER MATTERS PROPERLY RELATING 
THERETO 

 
WHEREAS, the City of Lakeport (the “City”) has heretofore caused (through the Lakeport Public 
Financing Authority) the issuance of its Series 2000 Certificates of Participation (1998 Water 
Project) in the original amount of $3,050,000, which are presently outstanding in the approximate 
aggregate principal amount of $2,446,000 (the “2000 Obligations”), pursuant to a Trust 
Agreement, dated as of November l, 2000 (the “2000 Trust Agreement”) by and among the City, 
the Lakeport Financing Authority (the “Authority”) and the City Finance Director, as trust 
administrator (the “2000 Trust Administrator”); and 

 
WHEREAS, the City Council, after due investigation and deliberation, for the purpose of 
providing financing for the prepayment and refunding (the “Refunding”) of the 2000 Obligations, 
desires at this time to provide for the execution and delivery of its “City of Lakeport, Series 2016 
Water Revenue Refunding Loan Obligations (2016 Water Refunding Project), Bank Qualified” 
(the “2016 Obligations”), pursuant to terms and conditions of a Loan Agreement (the “Loan 
Agreement”) related to the City’s water enterprise (the “Enterprise”), dated as of June 1, 2016, by 
and between the City and a banking institution to be selected by staff (the “Bank”), a copy of which 
has been presented at this meeting and is on file with the City Clerk; and 
 
WHEREAS, pursuant to the Loan Agreement, the City will make loan payments (the “Loan 
Payments”) from the net revenues of its Enterprise operations, sufficient in amount to pay back 
the debt service on the 2016 Obligations, as more particularly set forth in the Loan Agreement; 
and 

 
WHEREAS, the City is authorized under the provisions of Articles 10 and 11 of Chapter 3 of Part 
1 of Division 2 of Title 5 of the California Government Code, commencing with section 53570 of 
said Code (the “Refunding Bond Law”), to procure execute and deliver the Loan Agreement for 
the purpose of refunding the 2000 Obligations; and 

 
WHEREAS, it is now appropriate and necessary to call in for redemption all of the outstanding 
2000 Obligations, in order to complete the Refunding; and 

 
WHEREAS, in order to properly account for the Refunding, as well as the legal defeasance of all 
2000 Obligations is now appropriate and necessary for the City to (i) make, execute and deliver 
the 2016 Obligations in the aggregate principal amount necessary to refund and legally defease the 
entire issue of outstanding 2000 Obligations in advance of their scheduled maturities, and (ii) 
approve the form of Refunding Instructions, dated as of June 1, 2016, in connection with the 
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Refunding of the 2000 Obligations (the “Refunding Instructions”), copies of which have been 
presented at this meeting and are on file with the City Clerk; and 
 
WHEREAS, the City Council, with the aid of its staff, has reviewed the Loan Agreement and 
Refunding Instructions, the forms of which is on file with the City Clerk, and the City Council 
wishes at this time to approve the foregoing documents as being within the public interests of the 
City; and 

 
WHEREAS, the City Council desires to designate the 2016 Obligations for purposes of Paragraph 
(3) of Section 265(b) of the Internal Revenue Code of 1986 (the “Code”) as a “Qualified Tax-
Exempt Obligation;” and 

 
WHEREAS, the City Council wishes at this time to authorize all actions and proceedings relating 
to the procurement and delivery of the 2016 Obligations, the execution and delivery of the Loan 
Agreement and Refunding Instructions, as well as the Refunding and defeasance of the 2000 
Obligations; and 
 
WHEREAS, in order to efficiently accomplish the Refunding, the City desires to appoint NHA 
Advisors as Financial Advisor, Hilltop Securities Inc. as Placement Agent and The Weist Law 
Firm as Bond Counsel to provide the necessary professional services in connection therewith; and 

 
WHEREAS, all acts, conditions and things required by the laws of the State of California to exist, 
to have happened and to have been performed precedent to and in connection with the 
consummation of such financing authorized hereby do exist, have happened and have been 
performed in regular and due time, form and manner as required by law, and the City is now duly 
authorized and empowered, pursuant to each and every requirement of law, to consummate such 
financing for the purpose, in the manner and upon the terms herein provided. 
 
NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Lakeport, as 
follows: 
 
Section 1. The City Council hereby specifically finds and declares that each of the statements, 
findings and determinations of the City set forth in the recitals set forth above and in the preambles 
of the documents approved herein are true and correct and that the Refunding will result in 
significant public benefits for the City. The City’s execution and delivery of the Loan Agreement 
and Refunding Instructions, as well as the Refunding and defeasance of the 2000 Obligations, is 
hereby authorized and approved, and this City Council does hereby consent to the application of 
the proceeds of the 2016 Obligations for the purposes contemplated by the City and the Lender, as 
provided for in the Loan Agreement and Refunding Instructions. 
 
Section 2. The Mayor, City Manager and Finance Director, and any other person authorized 
by the City Council to act on behalf of the City shall each be an “Authorized Representative” of 
the City for the purposes of structuring and providing for the execution and delivery of the Loan 
Agreement and Refunding Instructions, and are hereby authorized, jointly and severally, for and 
in the name of and on behalf of the City, to execute and deliver any and all documents and 
certificates that may be required to be executed in connection with the procurement and 
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consummation of the 2016 Obligations and the Refunding, and to do any and all things and take 
any and all actions which may be necessary or advisable, in their discretion, to effectuate the 
actions which the City Council has approved in this Resolution and the Loan Agreement. 
 
Section 3. The City Council hereby authorizes and approves the 2016 Obligations pursuant to 
the terms and conditions of the Loan Agreement.  The City Council hereby approves the Loan 
Agreement in substantially the form on file with the City Clerk, together with any additions thereto 
or changes therein (including, but not limited to, the final amount of the 2016 Obligations, the final 
interest rates, debt service payment schedules, and prepayment provisions) deemed necessary or 
advisable by an Authorized Representative of the City.  Any Authorized Representative of the City 
is hereby authorized and directed to execute, and the City Clerk is hereby authorized and directed 
to attest and affix the seal of the City to, the final form of the Loan Agreement for and in the name 
and on behalf of the City, and the execution thereof shall be conclusive evidence of the City 
Council’s approval of any such additions and changes.  The City Council hereby authorizes the 
delivery and performance of the Loan Agreement. 
 
Section 4. The City Council hereby approves the Refunding Instructions in substantially the 
form on file with the City Clerk, together with any additions thereto or changes therein (including, 
but not limited to, the final amount of the escrow, the final payment schedules, prepayment notices 
and investment instructions) deemed necessary or advisable by an Authorized Representative of 
the City.  Any Authorized Representative of the City is hereby authorized and directed to execute, 
and the City Clerk is hereby authorized and directed to attest and affix the seal of the City to, the 
final form of the Refunding Instructions for and in the name and on behalf of the City, and the 
execution thereof shall be conclusive evidence of the City Council’s approval of any such additions 
and changes.  The City Council hereby authorizes the delivery and performance of the Refunding 
Instructions, and directs each Authorized Representative to take such action as deemed necessary 
or appropriate to cause the prepayment and defeasance of the 2000 Obligations. 
 
Section 5. The 2000 Obligations were designated as “Qualified Tax-Exempt Obligations” by 
the City for purposes of paragraph (3) of Section 265(b) of the Code, and not more than 
$10,000,000 aggregate principal amount of obligations the interest on which is excludable (under 
Section 103(a) of the Code) from gross income for federal income tax purposes, including the 2000 
Obligations, were issued by the City and all of its subordinate entities during the 2000 calendar 
year. The average maturity of the 2016 Obligations is not later than the average maturity of the 
2000 Obligations. The aggregate face amount of the 2016 Obligations does not exceed 
$10,000,000. By reason of the statements set forth in this Section 5, the 2016 Obligations and Loan 
Agreement are deemed designated as “Qualified Tax-Exempt Obligations” for purposes of 
paragraph (3) of Section 265(b) of the Code.   
 
Section 6.  The City Council hereby appoints The Weist Law Firm as Bond Counsel, NHA 
Advisors as Financial Advisor, and Southwest Securities, Inc. as Placement Agent in connection 
with the Refunding described in this Resolution. An Authorized Representative is authorized and 
directed to execute an agreement with each of such firms in the respective forms on file with the 
City Clerk. 
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Section 7. The Mayor, City Manager and Finance Director, and any other person authorized 
by the City Council to act on behalf of the City and all other officers of the City are each authorized 
and directed in the name and on behalf of the City to make any and all assignments, certificates, 
requisitions, agreements, notices, consents, instruments of conveyance, warrants and other 
documents which they or any of them might deem necessary or appropriate in order to consummate 
any of the transactions contemplated by this Resolution, the Loan Agreement and the Refunding 
Instructions. Whenever any officer of the City is authorized to execute or countersign any 
document or take any action contemplated by this Resolution, the Loan Agreement and the 
Refunding Instructions, such execution, countersigning or action may be taken on behalf of such 
officer by any person designated by such officer to act on his or her behalf in the case such officer 
is absent or unavailable. 
 
Section 8. The City Council hereby finds and determines that it has taken all of the foregoing 
actions, and made all of the foregoing findings, in full compliance with the law, and that all prior 
proceedings taken with respect to the Refunding were duly considered, and are hereby considered 
valid and in conformity with the requirements of law. 
 
Section 9. This Resolution shall take effect from and after the date of its passage and adoption. 
 
RESOLVED, APPROVED AND ADOPTED by the City of Lakeport on this 17th day of May, 
2016, by the following vote: 

 
AYES:   
 

NOES: 
 

ABSTAIN: 
 

ABSENT:  
 
 

_______________________ 
 Marc Spillman, Mayor 

Attest: 
 
 
_______________________ 
Kelly Buendia, City Clerk 
(seal) 
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SERIES 2016 LOAN AGREEMENT 
  
THIS SERIES 2016 LOAN AGREEMENT, (this “Loan Agreement”), dated for 

convenience as of June 1, 2016, is by and between _____________________, an __________ 
corporation, with all right and authority to conduct business in the State of California (the 
“Bank”), and the CITY OF LAKEPORT, a municipal corporation and general law city, duly 
organized and validly existing under the laws of the State of California (the “City”); 

 
W I T N E S S E T H: 

 
WHEREAS, the City presently owns and operates certain facilities and property for its 

water system (the “Enterprise”), and on August 15, 2000 in order to finance certain capital 
improvements to the Enterprise, the City caused the Lakeport Financing Authority (the 
“Authority”) to issue its Series 2000 Certificates of Participation (1998 Water Project) in the 
original amount of $3,050,000, which are presently outstanding in the approximate aggregate 
principal amount of $2,446,000 (the “Prior Obligations”), pursuant to a Trust Agreement, dated 
as of August l5, 2000 (the “2000 Trust Agreement”) by and among the City, the Authority and 
the City Finance Director, as trust administrator thereunder (the “Prior Trustee”), which Prior 
Obligations are payable from installment payments being made by the City to the Authority 
pursuant to an Installment Sale Agreement, dated as of August 15, 2000, by and between the 
City and the Authority (the “2000 Installment Sale Agreement,” and together with the 2000 Trust 
Agreement, the “Prior Obligation Documents”); and 

 
WHEREAS, the City has determined that it is in the interests of the City at this time to 

provide for the execution and delivery of its “City of Lakeport, Series 2016 Water Revenue 
Refunding Loan Obligations (2016 Water Refunding Project), Bank Qualified” (the “Loan”), the 
proceeds of which will be used to provide financing for the refunding and defeasance all 
outstanding Prior Obligations, and to that end the Bank has agreed to make the Loan pursuant to 
this Loan Agreement; and  

 
WHEREAS, the principal of and interest and redemption premium (if any) on the Loan, 

and any bonds or other obligations issued on a parity therewith as provided herein, will be 
payable from and secured by a pledge of and lien on the Net Revenues (as defined herein) 
derived from the Enterprise, as expressly set forth in this Loan Agreement; and 

 
WHEREAS, in order to provide for the execution and delivery of this Loan Agreement, 

to establish and declare the terms and conditions upon which the Loan is to be made and secured, 
and to secure the payment of the principal thereof, premium (if any) and interest thereon, the 
City has authorized the execution and delivery of this Loan Agreement; and 

 
WHEREAS, the City is authorized under the provisions of Articles 10 and 11 of Chapter 

3 of Part 1 of Division 2 of Title 5 of the California Government Code, commencing with section 
53570 of said Code (the “Bond Law”), to issue its bonds for the purpose of refunding certain 
outstanding obligations of the City, including Prior Obligations; and 

 
WHEREAS, this Loan Agreement also constitutes a secured promissory note for City’s 
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repayment of the Loan; and 
 
WHEREAS, all things necessary to make the Loan when issued, executed and delivered, 

the valid and binding obligation of the City, and to constitute this Loan Agreement as a valid 
pledge of the revenues herein pledged to the payment of the principal of, prepayment premium, 
if any, and interest on the Loan have been done and performed, as required by law, and the City 
is now fully authorized to enter into this Loan Agreement, subject to the terms hereof; and 

 
NOW, THEREFORE, THIS LOAN AGREEMENT WITNESSETH, that in order to 

secure the payment of the principal of and the interest and premium (if any) on the Loan at any 
time outstanding under this Loan Agreement, and to secure the performance and observance of 
all the covenants and conditions therein and herein set forth, and to declare the terms and 
conditions upon and subject to which the Loan is premised, and in consideration of the premises 
and of the mutual covenants herein contained and of the making of the Loan by the Bank, and for 
other valuable considerations, the receipt whereof is hereby acknowledged, the City does hereby 
covenant and agree, for the benefit of the Bank from time to time of the Loan, as follows: 

 
ARTICLE I 

 
DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICABILITY 

Section 1.1. Definitions.  Unless the context otherwise requires, the terms defined in 
this section shall for all purposes hereof and of any amendment hereof or supplement hereto and 
of any report or other document mentioned herein or therein have the meanings defined herein, 
the following definitions to be equally applicable to both the singular and plural forms of any of 
the terms defined herein. 

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

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

(ii) An allowance for Net Revenues arising from any increase in the charges made for 
service from the Enterprise which has become effective prior to the incurring of such Parity 
Obligations but which, during all or any part of the latest Fiscal Year or such 12 month period, 
was not in effect, in an amount equal to the total amount by which the Net Revenues would have 
been increased if such increase in charges had been in effect during the whole of such Fiscal 
Year or 12 month period, all as shown by the certificate or opinion of an Independent Financial 
Consultant employed by the City. 
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“Assignee” means any entity to whom the rights of the Bank shall be lawfully assigned 
hereunder. 

“Authority” means the Lakeport Financing Authority, a public body, corporate and 
politic. 

“Authorized Representative” means the City’s Mayor, Mayor Pro Tem, City Manager, 
Finance Director, City Clerk, or any other person designated as an Authorized Representative of 
the City by a Certificate of the City signed by its Mayor, Mayor Pro Tem or City Manager and 
filed with the Bank. 

“Bank” means (a) initially, _________________________ Bank, a _________ 
corporation, or (b) any Assignee of Bank’s right, title or interest in this Loan Agreement and 
other amounts due hereunder. Whenever in this Loan Agreement any reference is made to the 
Bank and such reference concerns rights which the Bank has assigned to the Assignee, such 
reference shall be deemed to refer to the Assignee. 

“Blue Sky Law” means state level anti-fraud statutes which regulate both the offer and 
sale of securities as well as the registration and reporting requirements for broker-dealers and 
individual stock brokers doing business (both directly and indirectly) in each state, as well as 
investment advisers seeking to offer their investment advisory services in the state, and enforced 
by each individual states’ attorney-general. 

“Bond Counsel” means The Weist Law Firm, or any other attorney or firm of attorneys 
acceptable to the City of nationally recognized expertise with respect to legal matters relating to 
obligations the interest on which is excludable from gross income pursuant to Section 103 of the 
Code. 

“Bond Law” means Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 of 
the California Government Code, commencing with section 53570 thereof. 

“Business Day”  means a day other than a Saturday, Sunday or legal holiday, on which 
banking institutions in the State of California are not closed. 

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

“City” means the City of Lakeport, a municipal corporation and general law city, duly 
organized and validly existing under the laws of the State of California. 

“City Council” means the City Council of the City. 

“Closing Date” means the date on which the Loan is funded by the Bank. 
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“Computation Year” means, with respect to the Loan, the period beginning on the 
Closing Date and ending on _______ l, 2017, and each 12-month period ending on ______ 1 
thereafter through the Term of the Loan. 

“Code” means the Internal Revenue Code of 1986, as amended.  Each reference to a 
section of the Code herein shall be deemed to include the United States Treasury regulations, 
including temporary and proposed regulations relating to each such section that are applicable to 
the Parity Obligations or the use of the proceeds thereof. 

“Costs of Issuance” means all items of expense directly or indirectly payable by or 
reimbursable to the City relating to the execution and delivery of this Loan Agreement, including 
but not limited to filing and recording costs, settlement costs, printing costs, reproduction and 
binding costs, regulatory fees, legal fees and charges, insurance fees and charges, financial and 
other professional consultant fees, and fees for execution, transportation and safekeeping of this 
Loan Agreement and charges and fees in connection with the foregoing. 

“County” means the County of Lake, California. 

“Date of Taxability” means the date from and for which interest on the Loan Agreement 
is subject to federal income taxation as a result of a Determination of Taxability. 

“Debt Service” means, for any Fiscal Year, the sum of (l) the interest falling due during 
such Fiscal Year on all Parity Obligations that are outstanding under the documents or 
agreements pursuant to which they were issued, assuming that all outstanding serial Parity 
Obligations are retired as scheduled and that all outstanding term Parity Obligations are 
redeemed from sinking fund payments as scheduled (except to the extent that such interest has 
been fully capitalized and is invested in Federal Securities that mature at times and in such 
amounts as are necessary to pay the interest to which such amounts are pledged), (2) the 
principal amount of all serial Parity Obligations (that are outstanding under the documents or 
agreements pursuant to which they were issued) falling due by their terms during such Fiscal 
Year, and (3) the minimum amount of term Parity Obligations (that are outstanding under the 
documents or agreements pursuant to which they were issued) required to be paid or called and 
redeemed during such Fiscal Year, together with the redemption premiums, if any, thereon; 
provided that, (A) whenever interest as described herein accrues at other than a fixed rate, such 
interest shall be assumed to be a rate equal to the greater of (i) the actual rate on the date of 
calculation, or if the Parity Obligations are not yet outstanding, the initial rate (if established and 
binding), (ii) if the Parity Obligations have been outstanding for at least twelve months, the 
average rate over the twelve months immediately preceding the date of calculation, and (iii) (x) if 
interest on the Parity Obligations is excludable from gross income under the applicable 
provisions of the Code, the most recently published The Bond Buyer Bond Revenue Index (or 
comparable index if no longer published) plus one hundred fifty (150) basis points, or (y) if 
interest is not so excludable, the interest rate on direct U.S. Treasury Obligations with 
comparable maturities, plus one hundred fifty (150) basis points, and (B) for purposes of 
calculating the Debt Service on any Parity Obligation requiring a balloon payment at maturity, 
such interest shall be assumed to be a rate equal to the greater of (i) the actual rate on the date of 
calculation, or (ii) six percent (6%), and the principal shall be assumed to be fully amortized, 
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solved for substantially level debt service, over a period of fifteen (15) years from the date of 
calculation. 

“Determination of Taxability” means any determination, decision, or decree made by the 
Internal Revenue Service, or by any court of competent jurisdiction, that as a result of actions or 
omissions of the City the interest payable on the Loan is includable in the gross income for 
federal income tax purposes of the Bank; provided, however, that no such Determination of 
Taxability shall be deemed to have occurred if the City is contesting such determination in good 
faith and is proceeding diligently to prosecute such contest until the earliest of (a) a final 
determination from which no appeal may be taken with respect to such determination, or (b) 
abandonment of such appeal by the City. 

“Default Rate” means a rate of interest equal to _%. 

“Enterprise,” or “Water Enterprise” means, collectively, the entire water collection, 
storage, treatment, transmission and distribution system now owned or operated by the City, and 
all other properties, structures or works hereafter acquired and constructed by the City and 
determined to be a part of the Water Enterprise, including all facilities, works, properties, 
structures and assets, real and personal, tangible and intangible, of the City, now or hereafter 
existing, used or pertaining to the collection, storage, treatment, transmission and distribution of 
potable and non-potable water, including all contractual rights to water supplies, transmission 
capacity supply, easements, rights-of-way and other works, property or structures necessary or 
convenient for such facilities, and any necessary lands, rights of way and other real or personal 
property useful in connection therewith, together with all additions, betterments, extension and 
improvements to such facilities or any part thereof hereafter acquired or constructed. 

“Event of Default” means an event described in Section 6.1 hereof. 

“City Manager” means the City Manager of the City. 

“Fair Market Value”  means the price at which a willing buyer would purchase the 
investment from a willing seller in a bona fide, arm’s length transaction (determined as of the 
date the contract to purchase or sell the investment becomes binding) if the investment is traded 
on an established securities market (within the meaning of Section 1273 of the Code) and, 
otherwise, the term “Fair Market Value” means the acquisition price in a bona fide arm’s length 
transaction (as referenced above) if (i) the investment is a certificate of deposit that is acquired in 
accordance with applicable regulations under the 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 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 ten percent (10%) beneficial interest therein if the return paid by the fund is without 
regard to the source of the investment. 
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“Federal Securities” means: (a) any direct general obligations of the United States of 
America (including obligations issued or held in book entry form on the books of the Department 
of the Treasury of the United States of America), for which the full faith and credit of the United 
States of America are pledged; and (b) obligations of any agency, department or instrumentality 
of the United States of America, the timely payment of principal and interest on which are fully, 
unconditionally and directly or indirectly secured or guaranteed by the full faith and credit of the 
United States of America. 

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

“Generally Accepted Accounting Principles” means the generally accepted accounting 
principles as presented and recommended by the American Institute of Certified Public 
Accountants or its successor, or by any other generally accepted authority on such procedures, 
and includes, as applicable, the standards set forth by the Governmental Accounting Standards 
Board or its successor. 

“Governmental Authority” means any governmental or quasi-governmental entity, 
including any court, department, commission, board, bureau, agency, administration, central 
bank, service, district or other instrumentality of any governmental entity or other entity 
exercising executive, legislative, judicial, taxing, regulatory, fiscal, monetary or administrative 
powers or functions of or pertaining to government, or any arbitrator, mediator or other person 
with authority to bind a party at law. 

“Independent Certified Public Accountant” means any firm of certified public 
accountants appointed by the City that is independent according to the Statement of Auditing 
Standards No. 1 of the American Institute of Certified Public Accountants. 

“Independent Engineer” means any registered engineer or firm of engineers generally 
recognized to be well-qualified in engineering matters relating to Solid Waste systems similar to 
the Enterprise, appointed and paid by the City, and who or each of whom: 

(1) is in fact independent and not under the domination of the City; 

(2) does not have a substantial financial interest, direct or indirect, in the City; 
and 

(3) is not connected with the City as a councilmember, officer or employee of 
the City, but may be regularly retained to make reports to the City. 

“Independent Financial Consultant” means a financial consultant qualified in the field of 
municipal finance, appointed and paid by the City, and who: 

(1) is in fact independent and not under the domination of the City or any 
member thereof; 

(2) does not have a substantial financial interest, direct or indirect, in the 
operations of the City; and 
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(3) is not connected with the City as an officer or employee of the City or any 
member thereof, but may be regularly retained to audit the accounting records of and 
make reports thereon to the City. 

“Insurance Consultant” means any nationally recognized independent actuary, insurance 
company or broker that has actuarial personnel knowledgeable with respect to insurance carried, 
by, required for and available to special districts operating facilities similar to the Enterprise, 
including a pooled self-insurance program in which premiums are established on the basis of the 
recommendation of an actuary of national reputation. 

“Interest Account” means the account by that name in the Revenue Fund established 
pursuant to Section 4.3 hereof. 

“Interest Component” means the portion of each Loan Payment designated as Interest 
Component, as such is set forth on Exhibit A hereto. 

“2000 Installment Sale Agreement” means the Installment Sale Agreement, dated as of 
August 15, 2000, by and between the City and the Authority, relating to the repayment of the 
Prior Obligations. 

“Loan” or “2016 Obligations” means the City of Lakeport, Series 2016 Water Revenue 
Refunding Loan Obligations (2016 Water Refunding Project), Bank Qualified, structured and 
consummated pursuant to this Loan Agreement, as empowered and authorized under the Bond 
Law. 

“Loan Agreement” means this Loan Agreement, dated as of June 1, 2016, between the 
Bank and the City. 

“Loan Payments” means all payments required to be paid by the City, as such is set forth 
on Exhibit A hereto, on each Loan Payment Date pursuant to Section 4.2, and including any 
prepayment thereof pursuant to Section 3.4 or 3.5 hereof. 

“Loan Proceeds” means the $__________ amount received by the City from the Bank on 
the Closing Date. 

“Loan Payment Date” or “Payment Date” means _____ 1 and ______ 1 of each year, 
commencing _____ 1, 2016, and continuing to and including the date on which the Loan 
Payments have been paid in full; provided that if any Loan Payment Date shall fall on a non-
Business Day, the Loan Payment Date shall be the next succeeding Business Day and interest on 
such payment shall accrue to and including such next succeeding Business Day. 

“Maintenance and Operation Costs” means the reasonable and necessary costs and 
expenses paid by the City for maintaining and operating the Enterprise, as determined in 
accordance with Generally Accepted Accounting Principles, including but not limited to (a) costs 
of acquisition of water, including all associated treatment and delivery costs, to be used by the 
Enterprise, (b) costs of electricity and other forms of energy supplied to the Enterprise, (c) 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, (d) the reasonable 
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administrative costs of the City attributable to the operation and maintenance of the Enterprise, 
such as salaries and wages of employees, overhead, taxes (if any) and insurance premiums, and 
(e) all other reasonable and necessary costs of the City or charges required to be paid by it to 
comply with the terms hereof or of any resolution authorizing the issuance of any Parity 
Obligations or of such Parity Obligations, such as compensation, reimbursement and 
indemnification of the trustee for any such Parity Obligations and fees and expenses of 
Independent Certified Public Accountants and independent engineers, but in all cases excluding 
(i) debt service payable on obligations incurred by 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. 

“Material Adverse Effect” means an event or occurrence which adversely affects in a 
material manner (a) the assets, liabilities, condition (financial or otherwise), business, facilities or 
operations of the City or the Enterprise, (b) the ability of the City to carry out its business in the 
manner conducted as of the date of this Loan Agreement or to meet or perform its obligations 
under this Loan Agreement on a timely basis, or the (c) the validity or enforceability of this Loan 
Agreement. 

“Material Litigation” means any action, suit, proceeding, inquiry or investigation against 
the City in any court or before any arbitrator of any kind or before or by any Governmental 
Authority, of which the City has notice or knowledge and which, (i) if determined adversely to 
the City, may have a Material Adverse Effect, (ii) seeks to restrain or enjoin any of the 
transactions contemplated hereby, or (iii) may adversely affect (A) the exclusion of interest with 
respect to the Loan Payments from gross income for federal income tax purposes or the 
exemption of such interest for state income tax purposes or (B) the ability of the City to perform 
its obligations under this Loan Agreement.  

 “Maximum Annual Debt Service” means the greatest amount of Debt Service with 
respect to the Parity Obligations to which reference is made coming due in any Fiscal Year 
including the Fiscal Year in which the calculation is made or any subsequent Fiscal Year. 

“Mayor” means the Mayor of the City. 

“Mayor Pro Tempore” means the Mayor Pro Tempore of the City. 

“Net Proceeds” means insurance proceeds or an eminent domain award (including any 
proceeds of sale to a governmental entity under threat of the exercise of eminent domain 
powers), paid with respect to the Enterprise, to the extent remaining after payment therefrom of 
all expenses incurred in the collection thereof. 

“Net Revenues” means for any period, all of the Revenues during such period less all of 
the Maintenance and Operation Costs during such period. 

“Parity Obligations” means the Loan and corresponding Loan Payments, and all other 
bonds, notes, loan agreements, installment sale agreements, leases, or other obligations of the 
City payable from and secured by a pledge of and lien upon any of the Net Revenues incurred on 
a parity with the Loan, issued in accordance with Section 5.13 hereof. 
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“Parity Obligations Documents” means, collectively, the indenture of trust, trust 
agreement, installment sale agreement, loan agreement or other document authorizing the 
issuance of any Parity Obligations or any securities which evidence Parity Obligations. 

“Parity Payments” means all payments scheduled to be paid by the City under Parity 
Obligations. 

“Permitted Investments” means any of the following which at the time of investment are 
determined by the City to be legal investments under the laws of the State of California for the 
moneys proposed to be invested therein: 

(a) Federal Securities; 

(b) obligations of any of the following federal agencies which obligations represent 
full faith and credit of the United States of America, including:  Export-Import Bank, Farmers 
Home Administration, General Services Administration, U.S. Maritime Administration, Small 
Business Administration, Government National Mortgage Association, U.S. Department of 
Housing & Urban Development, and Federal Housing Administration; 

(c) bonds, notes or other evidences of indebtedness rated AAA by S&P and Aaa by 
Moody’s issued by the Fannie Mae or the Federal Home Loan Mortgage Corporation with 
remaining maturities not exceeding three years; 

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

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

(f) investments in a money market mutual fund, rated at the time of purchase AAAm 
or AAAm-G or better by S&P; 

(g) Repurchase and reverse repurchase agreements collateralized with Federal 
Securities; 

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

(i) investment agreements, which are rated, at the time of investment, in the highest 
rating category of S&P and Moody’s; 

(j) the Local Agency Investment Fund established under Section 16429.1 of the 
Government Code of the State of California; and 

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

“Principal Account” means the account by that name in the Revenue Fund established 
pursuant to Section 4.3 hereof. 

“Principal Component”  means the portion of each Loan Payment designated as Principal 
Component, as such is set forth on Exhibit A hereto. 

“Prior Obligation Documents” means, collectively, the 2000 Trust Agreement and the 
2000 Installment Sale Agreement. 

“Prior Obligations” means all Outstanding Lakeport Financing Authority, Series 2000 
Certificates of Participation (1998 Water Project), originally issued on August 15, 2000 in the 
original principal amount of $3,050,000. 

“Prior Trustee” means Finance Director of the City, as trust administrator, pursuant to the 
Prior Obligation Documents. 

“Rate Stabilization Fund” means the fund by that name established and maintained 
pursuant to Section 5.3(d) hereof. 

 
“Refunding Instructions” means the Refunding Instructions, dated as of June 1, 2016, in 

connection with the Refunding of the 2000 Obligations, by and between the City and Prior 
Trustee. 

 
“Request of the City” or “Written Request” means a request in writing signed by the 

Mayor, Mayor Pro Tem, City Manager, Finance Director, City Clerk, or by any other officer of 
the City duly authorized for that purpose. 

 

“Resolution” means the Resolution No. ____ (2016), adopted by the City Council on 
May 17, 2016, authorizing the execution and delivery of this Loan Agreement, and otherwise 
providing for the execution and delivery of the Loan. 

ATTACHMENT 2



 

 LOAN AGREEMENT 
- 11 - 

“Revenue Fund” means the fund by that name established and maintained pursuant to 
Section 4.3 hereof. 

“Revenues” means all gross income and revenue received or receivable by the City from 
the ownership and operation of the Enterprise, calculated in accordance with Generally Accepted 
Accounting Principles, including all rates, fees, charges (including connection fees), insurance 
proceeds and condemnation awards received by the City and all other income and revenue 
howsoever derived by the City from the Enterprise; provided, however, that (i) any specific 
charges levied for the express purpose of reimbursing others for all or a portion of the cost of the 
acquisition or construction of specific water facilities, (ii) grants that are designated by the 
grantor for a specific Enterprise purpose (and are therefore not available for general operational 
purposes), (iii) customers’ water related deposits or any other water related deposits subject to 
refund until such deposits have become the property of the City, (iv) the proceeds of any ad 
valorem property taxes, and (v) the proceeds of any special assessments or special taxes levied 
upon real property within any improvement district served by the City for the purpose of paying 
special assessment bonds or special tax obligations of the City relating to the Enterprise, are not 
Revenues and are not subject to the lien hereof. Notwithstanding the foregoing, there shall be 
deducted from Revenues any amounts (of Revenues) transferred into the Rate Stabilization Fund 
as contemplated by Section 5.3(d) hereof, and there shall be added to Revenues any amounts 
transferred out of the Rate Stabilization Fund and into the Revenue Fund, as contemplated by 
Section 5.3(d) hereof. 

“State” means the State of California. 

“Subordinate Debt” means indebtedness or other obligations (including but not limited to 
loans, leases and installment sale agreements) hereafter issued or incurred and secured by a 
pledge of and lien on Net Revenues subordinate to the pledge and lien securing the Loan 
Payments. 

“Taxable Rate” means an interest rate with respect to the Loan equal to _.__% per 
annum. 

“Tax Regulations” means temporary and permanent regulations promulgated under or 
with respect to Sections 103, 141, 148 and all related sections of the Code. 

 “Term” or “Term of this Loan Agreement” means the time during which this Loan 
Agreement is in effect, as provided in Section 3.3 hereof. 

“2000 Trust Agreement” means the Trust Agreement, dated as of August l5, 2000, by and 
among the City, the Authority and the Prior Trustee, relating to the issuance of the Prior 
Obligations. 

“USDA” means the United States of America, acting through Rural Utilities Service, 
United States Department of Agriculture (or successor agency, bureau or division). 

Section 1.2. Liability of City Limited to Net Revenues.  Notwithstanding anything to 
the contrary contained in this Loan Agreement, the City shall not be required to advance any 
money derived from any source of income other than the Net Revenues, for the payment of the 
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principal of or interest or prepayment premiums, if any, on the Loan or for the performance of 
any covenants herein contained, nor for the maintenance and operation of the Enterprise from 
any source of income other than the Revenues.  The City may, however, advance funds for any 
such purpose so long as such funds are derived from a source legally available for such purpose 
without incurring any indebtedness. The Loan shall be payable exclusively from the Net 
Revenues as in this Loan Agreement provided.  The credit of the City is not pledged for the 
payment of the Loan or its interest.  The principal of and interest on the Loan and any 
prepayment premiums upon the prepayment thereof shall not be a debt of the City, nor a legal or 
equitable pledge of, or charge, lien or encumbrance upon, any of the property of the City or any 
of its income, receipts, or revenues, except the Net Revenues pledged to the payment thereof as 
provided in this Loan Agreement. 

Section 1.3. Benefits of Loan Agreement Limited to Parties.  Nothing contained herein, 
expressed or implied, is intended to give to any person other than the City and the Bank any 
right, remedy or claim under or pursuant hereto.  Any agreement or covenant required herein to 
be performed by or on behalf of the City shall be for the sole and exclusive benefit of the Bank. 

Section 1.4. Successor Is Deemed Included in all References to Predecessor.  
Whenever the City is named or referred to herein, such reference shall be deemed to include the 
successor to the powers, duties and functions that are presently vested in the City, and all 
agreements and covenants required hereby to be performed by or on behalf of the City shall bind 
and inure to the benefit of the successors thereof whether so expressed or not. 

Section 1.5. Waiver of Personal Liability.  No member of the City Council and no 
officer, agent, or employee of the City, or of any department or agency thereof, shall be 
individually or personally liable for the payment of the principal of or interest on the Loan, but 
nothing contained herein shall relieve any such member, officer, agent or employee from the 
performance of any official duty provided by law or hereby. 

Section 1.6. Article and Section Headings, Gender and References.  The headings or 
titles of the several articles and sections hereof and the table of contents appended hereto shall be 
solely for convenience of reference and shall not affect the meaning, construction or effect 
hereof.  Words of any gender shall be deemed and construed to include all genders.  All 
references herein to “Articles,” “Sections” and other subdivisions or clauses are to the 
corresponding articles, sections, subdivisions or clauses hereof; and the words “hereby,” 
“herein,” “hereof,” “hereto,” “herewith” and other words of similar import refer to the Loan 
Agreement as a whole and not to any particular article, section, subdivision or clause hereof. 

Section 1.7. Partial Invalidity.  If any one or more of the agreements or covenants or 
portions thereof required hereby to be performed by or on the part of the City shall be contrary to 
law, then such agreement or agreements, such covenant or covenants or such portions thereof 
shall be null and void and shall be deemed separable from the remaining agreements and 
covenants or portions thereof and shall in no way affect the validity hereof or the Loan; but the 
Bank shall retain all the rights and benefits accorded to it under any applicable provisions of law.  
The City hereby declares that it would have adopted this Loan Agreement and each and every 
other article, section, paragraph, subdivision, sentence, clause and phrase hereof irrespective of 
the fact that any one or more articles, sections, paragraphs, subdivisions, sentences, clauses or 
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phrases hereof or the application thereof to any person or circumstance may be held to be 
unconstitutional, unenforceable or invalid. 

Section 1.8. Designation as “Qualified Tax-Exempt Obligations.” The Prior 
Obligations were designated as “Qualified Tax-Exempt Obligations” by the City for purposes of 
paragraph (3) of Section 265(b) of the Code, and not more than $10,000,000 aggregate principal 
amount of obligations the interest on which is excludable (under Section 103(a) of the Code) 
from gross income for federal income tax purposes, including the Prior Obligations, were issued 
by the City and all of its subordinate entities during the 2000 calendar year. The average maturity 
of the Loan is not later than the average maturity of the Prior Obligations. The last maturity date 
of the Loan is not more than 30 years after the date of issuance of the Prior Obligations. The 
aggregate face amount of the Loan does not exceed $10,000,000. By reason of the statements set 
forth in this Section 1.8, the Loan and Loan Agreement are deemed designated as “Qualified 
Tax-Exempt Obligations” for purposes of paragraph (3) of Section 265(b) of the Code.   

 
 

ARTICLE II 
 

COVENANTS, REPRESENTATIONS AND WARRANTIES 

Section 2.1. Covenants, Representations and Warranties of the City.  The City makes 
the following covenants, representations and warranties to the Bank as of the date of the 
execution and delivery of this Loan Agreement: 

(a) The City is a municipal corporation and general law city, duly organized and validly 
existing under the laws of the State of California. 

(b) The City has full legal right, power and authority under the laws of the State to adopt the 
Resolution and to enter into this Loan Agreement and the transactions contemplated herein, 
and to carry out its obligations hereunder and thereunder. 

(c) With the exception of the pledge of the Net Revenues relating to the Loan made hereunder, 
the Net Revenues have not otherwise been pledged and there are no other liens against the 
Net Revenues, senior to, or on parity with the Loan Payments. 

(d) By all necessary official action, the City has duly adopted the Resolution, has duly 
authorized and approved the execution and delivery of, and the performance of its 
obligations under, this Loan Agreement, the Refunding Instructions and the consummation 
by it of all other transactions contemplated by this Loan Agreement and the Resolution.  
When executed and delivered by the City, this Loan Agreement, the Refunding Instructions 
and the Loan will be in full force and effect and will constitute legal, valid and binding 
agreements or obligations of the City, enforceable in accordance with their respective 
terms, except as enforcement thereof may be limited by bankruptcy, insolvency, 
reorganization, moratorium or similar laws or equitable principles relating to or limiting 
creditors rights generally, the application of equitable principles, the exercise of judicial 
discretion and the limitations on legal remedies against public entities in the State. 
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(e) The City’s comprehensive annual financial report for the period ended June 30, 2014, 
presents fairly the financial condition of the City and the Enterprise as of the date hereof 
and the results of operation for the period covered thereby.  Except as has been disclosed to 
the Bank, there has been no change in the financial condition of the City or the Enterprise 
since June 30, 2014, that will in the reasonable opinion of the City materially impair its 
ability to perform its obligations under this Loan Agreement.  All information provided by 
the City to the Bank with respect to the financial performance of the Enterprise is accurate 
in all material respects as of its respective date and does not omit any information 
necessary to make the information provided not misleading. 

(f) As currently conducted, the City’s activities with respect to the Enterprise are in all 
material respects in compliance with all applicable laws, administrative regulations of the 
State of California and of the United States and any agency or instrumentality of either, and 
any judgment or decree to which the City is subject.  

(g) As long as the Loan is outstanding, the City will notify the Bank or its designee, within 30 
days, following the date of an event that (i) might reasonably be anticipated to cause a 
default on any obligation of the City, (ii) might reasonably be anticipated to cause a 
Material Adverse Change, (iii) might reasonably be anticipated to result in Material 
Litigation, and (iv) might reasonably be anticipated to have a negative material impact on 
the financial condition of the City. 

(h) The City is not in any material respect in breach of or default under any constitutional 
provision, law or administrative regulation of the State or of the United States or any 
agency or instrumentality of either or any judgment or decree or any loan agreement, 
indenture, bond, note, resolution, agreement or other instrument to which the City is a party 
or to which the City or any of its property or assets is otherwise subject (including, without 
limitation, the Resolution, the Refunding Instructions and this Loan Agreement), and no 
event has occurred and is continuing which with the passage of time or the giving of notice, 
or both, would constitute a default or event of default under any such instrument; and the 
adoption of the Resolution, the execution, delivery and making of the Loan and the 
execution and delivery of the Refunding Instructions and this Loan Agreement and 
compliance with the City’s obligations therein and herein will not in any material respect 
conflict with, violate or result in a breach of or constitute a default under, any constitutional 
provision, law, administrative regulation, judgment, decree, loan agreement, indenture, 
agreement, mortgage, lease or other instrument to which the City is a party or to which the 
City or any of its property or assets is otherwise subject, nor will any such execution, 
delivery, adoption or compliance result in the creation or imposition of any lien, charge or 
other security interest or encumbrance of any nature whatsoever upon any of the property 
or assets of the City or under the terms of any such law, regulation or instruments, except 
as provided by the Resolution, the Refunding Instructions and this Loan Agreement. 

(i) No action, suit, proceeding, inquiry or investigation at law or in equity before or by any 
court, government agency, public board or body, is pending or, to the best of the City’s 
knowledge, threatened against the City:  (i) in any way affecting the existence of the City 
or in any way challenging the respective powers of the several offices or the titles of the 
officials of the City to such offices; (ii) affecting or seeking to prohibit, restrain or enjoin 
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the making, execution or delivery of the Refunding Instructions, the Loan or this Loan 
Agreement or the application of the proceeds of the Loan; (iii) in any way contesting or 
affecting, as to the City, the validity or enforceability of the Bond Law, the Resolution, the 
Refunding Instructions, the Loan or this Loan Agreement; (iv) in any way contesting the 
powers of the City or its authority with respect to make or delivery of the Loan, the 
adoption of the Resolution, or the execution and delivery of the Refunding Instructions or 
this Loan Agreement; (v) contesting the exclusion from gross income of interest on the 
Loan for federal income tax purposes; or (vi) in any way contesting or challenging the 
consummation of the transactions contemplated hereby or thereby or that might materially 
adversely affect the ability of the City to perform and satisfy its obligations under the 
Refunding Instructions, the Loan or this Loan Agreement; nor to the best of the City’s 
knowledge is there any basis for any such action, suit, proceeding, inquiry or investigation, 
wherein an unfavorable decision, ruling or finding would materially adversely affect the 
Bond Law, the proceedings authorizing the Resolution, the Refunding Instructions, the 
Loan or this Loan Agreement or the performance by the City of its obligations thereunder, 
or the authorization, execution, delivery or performance by the City of the Refunding 
Instructions, the Loan, the Resolution or this Loan Agreement.  

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

(k) All consents, approvals, authorizations, orders, licenses or permits of any governmental 
authority, legislative body, board, agency or commission having jurisdiction of the matter, 
that are required for the due authorization by, or that would constitute a condition precedent 
to or the absence of which would materially adversely affect the making or accepting of the 
Loan and the execution, delivery of and performance of this Loan Agreement by the City 
have been duly obtained (except for such approvals, consents and orders as may be 
required under the Blue Sky or securities laws of any state in connection with the offering 
and sale of the Bonds, as to which no representation is made).  

(l) The City has the legal authority to apply and will apply, or cause to be applied, the 
proceeds from the Loan as provided in and subject to all of the terms and provisions of the 
Bond Law, the Resolution and this Loan Agreement, and will not take or omit to take any 
action which action or omission will adversely affect the exclusion from gross income for 
federal income tax purposes of the interest on the Loan.  

(m) The City has not been notified of any listing or proposed listing by the Internal Revenue 
Service to the effect that the City is a bond issuer whose arbitrage certificates may not be 
relied upon.  

(n) Any certificate, signed by any official of the City authorized to do so in connection with the 
transactions described in this Loan Agreement, shall be deemed a representation and 
warranty by the City to the Bank as to the statements made therein. 

(o) Since the most current date of the information, financial or otherwise, supplied by the City 
to the Bank:  
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 (i) There has been no change in the assets, liabilities, financial position or results of 
operations of the City which might reasonably be anticipated to cause a Material Adverse 
Effect; 

 (ii) The City has not incurred any obligations or liabilities which might reasonably be 
anticipated to cause a Material Adverse Effect; and 

 (iii) The City has not (A) incurred any material indebtedness, other than the Loan 
Payments and trade accounts payable arising in the ordinary course of the City’s business 
and not past due, or (B) guaranteed the indebtedness of any other person. 

Section 2.2.  Covenants, Representations and Warranties of the Bank.  The Bank makes the 
following covenants, representations and warranties to the City as of the date of the execution 
and delivery of this Loan Agreement: 

(a) The Bank has been duly organized and is validly existing as a corporation under the laws of 
the State of Arizona with full corporate power to enter into and undertake its duties and 
obligations hereunder and has sufficient knowledge and experience in financial and 
business matters, including purchase and ownership of tax-exempt municipal obligations, 
to be able to evaluate the economic risks and merits of the investment represented by the 
Loan. 

(b) The execution, delivery and performance of this Loan Agreement has been duly authorized 
by all necessary corporate actions on the part of the Bank and do not require any further 
approvals or consents. 

(c) To the knowledge of the Bank, the execution, delivery and performance of this Loan 
Agreement does not and will not result in any breach of or constitute a default under any 
indenture, mortgage, contract, agreement or instrument to which the Bank is a party by 
which it or its property is bound. 

(d) There is no pending or, to the knowledge of the Bank, threatened action or proceeding 
before any court or administrative agency which will materially adversely affect the ability 
of the Bank to perform its obligations under this Loan Agreement. 

(e) The Bank will deliver to the City a certificate or letter substantially in the form set forth in 
Exhibit B attached hereto, and will abide by all transfer restrictions herein and therein. 

 

ARTICLE III 
 

TERMS OF THE LOAN 

Section 3.1.  Loan Proceeds.  The Bank hereby agrees to lend to the City, and the City 
hereby agrees to borrow from the Bank, Loan Proceeds in the aggregate amount of 
$__________. 
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Section 3.2.   Deposit and Application of Loan Proceeds.  The City hereby instructs the 
Bank (to which instruction the Bank hereby assents) to set-aside a portion of the Loan Proceeds 
in the approximate amount of $_______ (the “COI Set-Aside Funds”) for the payment of Costs 
of Issuance on behalf of the City.  The City hereby instructs the Bank (to which the Bank also 
assents) to wire the amount of $________ directly to USDA, in accordance with the Refunding 
Instructions, in full satisfaction of the 2000 Obligations. The Balance of Loan Proceeds, if any, 
received by the City shall be deposited in the Revenue Fund. 

Section 3.3.  Term of the Loan. The Term of this Loan Agreement shall commence on the 
Closing Date, and shall end on the date on which the Loan shall be paid in full or provision for 
such payment shall be made as provided herein. 

Section 3.4.  Optional Prepayment.  The Principal Components of the Loan maturing on 
or before June 1, 20__, are not subject to optional redemption prior to their respective stated 
payment dates. At its option, and upon thirty (30) days’ notice to the Bank, the City may prepay 
the Principal Components payable on or after June 1, 20__, in whole or in part in integral 
multiples of $25,000, pro rata among Principal Components, from any source of available funds, 
on any date on or after June 1, 20__, at a redemption price equal to the principal amount of the 
Principal Components to be prepaid, plus accrued interest thereon to the date fixed for 
prepayment, without premium. The City may prepay Principal Components once in any Fiscal 
Year, and shall give the Bank notice of its intention to exercise its option not less than thirty (30) 
days in advance of the date of exercise. 

Section 3.5.  Prepayment upon Casualty Loss or Governmental Taking.  At the City’s 
option, and upon thirty (30) days’ prior written notice to the Bank, the Loan shall be subject to 
prepayment as a whole or in part on any date, from the Net Proceeds of casualty insurance or a 
governmental taking of the Enterprise or portions thereof by eminent domain proceedings, under 
the circumstances and upon the conditions and terms prescribed herein, or in the event of 
taxability pursuant to Section 5.21 or otherwise, at a prepayment price equal to the sum of the 
principal prepaid plus accrued interest thereon to the date fixed for prepayment, without 
premium. 

Section 3.6.  Execution of the Loan Agreement.  The execution of this Loan Agreement 
by an Authorized Representative shall constitute conclusive evidence of such officers’ and the 
City Council’s approval hereof, including any changes, insertions, revisions, corrections, or 
amendments as may have been made hereto. 

Section 3.7. Assignment by the Bank. The Bank’s right, title and interest in and to this 
Loan Agreement and all proceeds, with prior written notice to the City, may be assigned and 
reassigned to one or more assignees or sub-assignees by Bank, without the necessity of obtaining 
the consent of City; provided, that such assignment shall not result in more than thirty-five (35) 
assignees or sub-assignees of the Bank’s rights and interests in the Loan Agreement, or that such 
assignment shall not result in the creation of any interest in the Loan Agreement in an aggregate 
principal amount that is less than one hundred thousand dollars ($100,000); and further provided 
that Bank has filed with the City at least five Business Days’ prior written notice thereof along 
with an executed copy of an investor’s letter addressed to the City and the Bank substantially in 
the form of the letter delivered by the Bank on the Closing Date attached hereto as Exhibit B.  
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The City shall pay all Loan Payments hereunder to the Bank, as provided in Section 4.2 hereof, 
or under the written direction of the assignee named in the most recent assignment or notice of 
assignment filed with the City.  During the term of this Loan Agreement, the City and Bank shall 
each keep a complete and accurate record of all such notices of assignment. 

Section 3.8. Closing Conditions.  The Bank has entered into this Loan Agreement in 
reliance upon the representations and warranties of the City contained in this Loan Agreement 
and to be contained in the documents and instruments to be delivered on the Closing Date and 
upon the performance by the City of the obligations of the City pursuant to this Loan Agreement 
at or prior to the Closing Date.  Accordingly, the obligation of Bank to consummate the Loan 
and execute this Loan Agreement is subject to the fulfillment to the reasonable satisfaction of the 
Bank of the following conditions: 

(a) The representations and warranties of the City contained in this Loan Agreement 
shall be true, complete and correct on the Closing Date. 

(b) All representations, warranties and covenants made herein, and in certificates or 
other instruments delivered pursuant hereto or in connection herewith, shall be deemed to have 
been relied upon by the Bank notwithstanding any investigation heretofore or hereafter made by 
the Bank or on their behalf. 

(c) On the Closing Date, the Resolution, the Refunding Instructions and this Loan 
Agreement shall be in full force and effect and shall not have been amended, modified or 
supplemented, except as may have been agreed to in writing by the Bank. 

(d) On the Closing Date, the City will have adopted and there will be in full force and 
effect such resolutions as in the opinion of Bond Counsel shall be necessary in connection with 
the transactions contemplated by this Loan Agreement, and all necessary action of the City 
relating to the issuance of the Loan will have been taken, will be in full force and effect and will 
not have been amended, modified or supplemented, except as may have been agreed to in writing 
by the Bank. 

(e) At or prior to the Closing Date, the Bank will have received the following 
documents: 

(i) the approving opinions, dated the Closing Date and addressed to the Bank, 
of Bond Counsel in form and content satisfactory to the Bank, to the effect that (I) the 
interest on the Loan is excluded from gross income for State and federal income tax 
purposes, (II) the Loan Agreement has been duly authorized, executed and delivered by 
the City and is a legal, valid and binding obligation of the City, enforceable in accordance 
with its terms, subject to customary exceptions for bankruptcy and judicial discretion, 
(III) the Loan Agreement has been designated as a “Qualified Tax-Exempt Obligation” 
within the meaning of Section 265(b)(3)(B) of the Code, and (IV) the Prior Obligations 
have been legally defeased; 

(ii) a certificate or certificates, dated the date of the Closing and signed on 
behalf of the City by an Authorized Representative, to the effect that (I) the 
representations and warranties contained in this Loan Agreement are true and correct in 
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all material respects on and as of the date of the Closing with the same effect as if made 
on the Closing Date; (II) no litigation of any nature is then pending or, to his or her 
knowledge, threatened, seeking to restrain or enjoin the issuance and delivery of the Loan 
or the levy or collection of revenues to pay the principal thereof and interest thereon, 
questioning the proceedings and authority by which such pledge is made, affecting the 
validity of the Loan or contesting the existence or boundaries of the City or the title of the 
present officers to their respective offices; (III) no authority or proceedings for the 
issuance of the Loan has been repealed, revoked or rescinded and no petition or petitions 
to revoke or alter the authorization to issue the Loan has been filed with or received by 
the City; and (IV) the City has complied with all the agreements and covenants and 
satisfied all the conditions on its part to be performed or satisfied at or prior to, and to the 
extent possible before, the Closing Date;   

(iii) a conformed certified copy of the Resolution; 

(iv) the items required by the Resolution as conditions for execution and 
delivery of the Loan; 

(v) a tax certificate of the City, in form and substance satisfactory to Bond 
Counsel; 

(vi) the filing copy of the Information Return Form 8038-G; and  

(vii) the opinion of the City Attorney, dated the Closing Date, addressed to the 
Bank and Bond Counsel, to the effect that: 

(A) the City is a municipal corporation and general law city, duly 
organized and validly existing under the laws of the State of California, and has 
all requisite power and authority thereunder: (a) to adopt the Resolution, and to 
enter into, execute, deliver and perform its covenants and agreements under this 
Loan Agreement; (b) to make, execute and deliver the Loan; (c) to pledge the Net 
Revenues as contemplated by this Loan Agreement; and (d) to carry on its 
activities as currently conducted; 

(B) the City has taken all actions required to be taken by it prior to the 
Closing Date material to the transactions contemplated by this Loan Agreement, 
and the City has duly authorized the execution and delivery of, and the due 
performance of its obligations under, this Loan Agreement and the Loan; 

(C) the adoption of the Resolution, the execution and delivery by the 
City of this Loan Agreement and the Loan and the compliance with the provisions 
of this Loan Agreement and the Loan, to the best of such counsel’s knowledge 
after due inquiry, do not and will not conflict with or violate in any material 
respect any California constitutional, statutory or regulatory provision, or, to the 
best of such counsel’s knowledge after due inquiry, conflict with or constitute on 
the part of the City a material breach of or default under any agreement or 
instrument to which the City is a party or by which it is bound;  
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(D) no litigation is pending with service of process completed or, to the 
best of such counsel’s knowledge after due inquiry, threatened against the City in 
any court in any way affecting the titles of the officials of the City to their 
respective positions, or seeking to restrain or to enjoin the execution and delivery 
of the Loan Agreement, or the collection of revenues pledged or to be pledged to 
pay the principal of and interest on the Loan, or in any way contesting or affecting 
the validity or enforceability of the Loan Agreement or the Resolution, or 
contesting the powers of the City or its authority with respect to the Loan 
Agreement or the Resolution; 

(E) to the best of such counsel’s knowledge after due inquiry, no 
authorization, approval, consent or other order of the State or any local agency of 
the State, other than such authorizations, approvals and consents which have been 
obtained, is required for the valid authorization, execution and delivery by the 
City of this Loan Agreement; and 

(F) to the best of such counsel’s knowledge after due inquiry, the City 
is not in breach of or default under any applicable law or administrative regulation 
of the State or any applicable judgment or decree or any loan agreement, 
indenture, bond, note, resolution, agreement or other instrument to which the City 
is a party or is otherwise subject, which breach or default would materially 
adversely affect the City’s ability to enter into or perform its obligations under 
this Loan Agreement, and no event has occurred and is continuing which, with the 
passage of time or the giving of notice, or both, would constitute a default or an 
event of default under any such instrument; and 

(viii) such additional legal opinions, certificates, instruments and other 
documents as the Bank or its counsel may reasonably request to evidence the truth and 
accuracy, as of the date of this Loan Agreement and as of the Closing Date, of the 
representations, warranties, agreements and covenants of the City contained herein and 
the due performance or satisfaction by the City at or prior to the Closing Date of all 
agreements then to be performed and all conditions then to be satisfied by the City. 

 

ARTICLE IV 
 

SECURITY 

Section 4.1. Pledge of Net Revenues.  The City hereby irrevocably pledges all of the 
Net Revenues and amounts on deposit in the Revenue Fund to the punctual payment of the Loan 
Payments. This pledge shall constitute a first lien on the Net Revenues for the payment of the 
Loan in accordance with the terms hereof, which lien is on parity with the lien on Net Revenues 
that secures the payment of Parity Obligations. The Net Revenues will not be used for any other 
purpose while any of the Loan Payments are unpaid. 

Section 4.2. Repayment of the Loan.  The City hereby agrees to repay the Loan from 
Net Revenues in the aggregate principal amount of $__________ together with interest 
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(calculated at the rate of _.__%, on the basis of a 360-day year of twelve 30-day months) on the 
unpaid principal balance thereof, payable in semi-annual Loan Payments in the respective 
amounts and on the respective Loan Payment Dates specified in Exhibit A hereto, and by this 
reference made a part hereof. Anything to the contrary in this Loan Agreement notwithstanding, 
from and after the Date of Taxability following a Determination of Taxability, the Loan shall 
bear interest at the Taxable Rate. 

So long as the Loan is owned by the Bank, all principal and interest payments with 
respect to the Loan shall be made by wire transfer using the following wiring instructions (unless 
the City shall receive subsequent wiring instructions from the Bank): 

NAME OF THE BANK:  
ABA NUMBER:    
ACCOUNT NAME:    
ACCOUNT NUMBER:    
FOR CREDIT TO:    

  
 

Section 4.3. Revenues; Establishment and Application of Revenue Fund.  The City 
hereby covenants and agrees to establish, maintain and hold in trust a separate special trust fund 
to be designated the “Revenue Fund” (herein referred to as the “Revenue Fund”) so long as the 
Loan remains outstanding. Within the Revenue Fund the City shall establish and maintain a 
separate Interest Account, Principal Account and Redemption Account therein. The Revenue 
Fund shall be kept separate and apart from all other funds and accounts held by the City and shall 
be administered as provided herein. The City hereby covenants and agrees that all Revenues, 
when and as received, will be received and held by the City in trust for the benefit of the Bank 
and owners of any Parity Obligations, and will be allocated and deposited by the City in the 
Revenue Fund. All Revenues shall be disbursed, allocated and applied solely to the uses and 
purposes set forth as follows: 

(a) All Revenues in the Revenue Fund shall be set aside or used by the City or 
deposited by the City with the trustee or fiscal agent with respect to Parity Obligations, as the 
case may be, as follows and in the following order of priority: 

(1) Maintenance and Operation Costs.  In order to carry out and effectuate the 
pledge and lien contained herein, the City agrees and covenants to pay all Maintenance 
and Operation Costs of the Enterprise (including amounts reasonably required to be set 
aside in contingency reserves for the Enterprise, the payment of which is not then 
immediately required) from the Revenue Fund as they become due and payable.  The 
City shall annually prepare a budget for Maintenance and Operation Costs. 

(b) All Net Revenues remaining in the Revenue Fund (after payment of all 
Maintenance and Operation Costs) on each Loan Payment Date, shall transferred by the City 
from the Revenue Fund and allocated to the following respective accounts (each of which the 
City shall establish and maintain within the Revenue Fund), the following amounts in the 
following order of priority, the requirements of each such account (including the funding of any 
deficiencies in any such account resulting from insufficient Net Revenues necessary to make any 
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earlier required deposit) at the time of deposit to be satisfied before any transfer is made to any 
account subsequent in priority: 

(1) Interest Account. On each Loan Payment Date, the City shall deposit in 
the Interest Account an amount required to cause the aggregate amount on deposit in the 
Interest Account to equal the amount of interest becoming due and payable on such Loan 
Payment Date on all outstanding Parity Obligations. No deposit need be made into the 
Interest Account if the amount contained therein is at least equal to the interest becoming 
due and payable upon all outstanding Parity Obligations on such Loan Payment Date. All 
moneys in the Interest Account shall be used and withdrawn by the City solely for the 
purpose of paying interest on the Parity Obligations as it shall become due and payable 
(including accrued interest on any Parity Obligations purchased or redeemed prior to 
maturity pursuant to this Loan Agreement). In the event that the amounts on deposit in 
the Interest Account on any Loan Payment Date are insufficient for any reason to pay the 
aggregate amount of interest then coming due and payable on the outstanding Parity 
Obligations, the City shall apply such amounts to the payment of interest on each of the 
outstanding Parity Obligations on a pro rata basis.  

(2) Principal Account. On each Loan Payment Date on which the principal of 
Parity Obligations is payable, the City shall deposit in the Principal Account an amount 
required to cause the aggregate amount on deposit in the Principal Account to equal the 
principal amount of the Parity Obligations coming due and payable on such Loan 
Payment Date and the amount of principal becoming due and payable on any mandatory 
sinking account payment due on all outstanding Parity Obligations, if any. All moneys in 
the Principal Account shall be used and withdrawn by the City solely for the purpose of 
paying the principal of the Parity Obligations at the maturity date or upon early 
redemption, as the case may be. In the event that the amounts on deposit in the Principal 
Account on any Loan Payment Date are insufficient for any reason to pay the aggregate 
amount of principal then coming due and payable on the outstanding Parity Obligations, 
the City shall apply such amounts to the payment of principal on each of the outstanding 
Parity Obligations on a pro rata basis. 

(3) Redemption Account.  The City shall establish and maintain a Redemption 
Account, amounts in which shall be used and withdrawn by the City solely for the 
purpose of paying the principal, interest and premium (if any) on the Principal 
Components to be redeemed pursuant to Section 3.4 or 3.5, as applicable. 

(4) Reserve Accounts.  Payments required to replenish any debt service 
reserve accounts established for Parity Obligations shall be made in accordance with the 
terms hereof and such Parity Obligations Documents, without preference or priority, and 
in the event of any insufficiency of such moneys, ratably without any discrimination or 
preference. 

(5) Subordinate Debt Repayment. Payments relating to principal and interest 
on or with respect to Subordinate Debt in accordance with the terms of such Subordinate 
Debt, without preference or priority, and in the event of any insufficiency of such 
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moneys, ratably based on the respective principal amounts (including any accreted value) 
without any discrimination or preference. 

(6) Subordinate Debt Reserve Accounts. To make payments required with 
respect to Subordinate Debt to replenish reserve accounts established therefor in 
accordance with the terms of such Subordinate Debt, without preference or priority, and 
in the event of any insufficiency of such moneys, ratably based on the respective 
principal amounts (including any accreted value) without any discrimination or 
preference. 

(7) General Expenditures.  For any lawful purpose of the City, including, but 
not limited to, any costs of capital improvements to the Enterprise. 

Section 4.4.  Rebate Fund.  The City shall establish the Rebate Fund and shall comply 
with the requirements below.  All money at any time deposited in the Rebate Fund shall be held 
by the City in trust, for payment to the United States Treasury.  All amounts on deposit in the 
Rebate Fund shall be governed by this Section and the applicable Tax Certificate, unless the City 
obtains an opinion of Bond Counsel that the exclusion from gross income of interest on the Loan 
will not be adversely affected for federal income tax purposes if such requirements are not 
satisfied. 

 
(a) Excess Investment Earnings. 
 
 (i) Computation.  Within 55 days of the end of each fifth Computation Year 
with respect to the Loan, the City shall calculate or cause to be calculated the amount of 
rebatable arbitrage, in accordance with Section 148(f)(2) of the Code and Section 1.148-3 
of the Rebate Regulations (taking into account any applicable exceptions with respect to 
the computation of the rebatable arbitrage, described, if applicable, in the Tax Certificate 
(e.g. the temporary investments exception of Section 148(f)(4)(B) and the construction 
expenditure exception of Section 148(f)(4)(C) of the Code), for this purpose treating the 
last day of the applicable Computation Year as a computation date, within the meaning of 
Section 1.148-1(b) of the Rebate Regulations (the “Rebatable Arbitrage”).  The City shall 
obtain expert advice as to the amount of the Rebatable Arbitrage to comply with this 
Section. 
 
 (ii) Transfer.  Within 55 days of the end of each fifth Computation Year with 
respect to the Loan, an amount shall be deposited to the Rebate Fund by the City from 
any legally available funds, including the other funds and accounts established herein, so 
that the balance in the Rebate Fund shall equal the amount of Rebatable Arbitrage so 
calculated in accordance with clause (i) of this Section 4.4(a).  In the event that 
immediately following the transfer required by the previous sentence, the amount then on 
deposit to the credit of the Rebate Fund exceeds the amount required to be on deposit 
therein, the City shall withdraw the excess from the Rebate Fund and then credit the 
excess to the Revenue Fund. 
 

(iii) Payment to the Treasury.  The City shall pay to the United States 
Treasury, out of amounts in the Rebate Fund. 
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(X) Not later than 60 days after the end of (A) the fifth Computation 

Year with respect to the Loan, and (B) each applicable fifth Computation Year 
thereafter, an amount equal to at least 90% of the Rebatable Arbitrage calculated 
as of the end of such Computation Year; and 

 
(Y) Not later than 60 days after the payment of all the Loan, an amount 

equal to 100% of the Rebatable Arbitrage calculated as of the end of such 
applicable Computation Year, and any income attributable to the Rebatable 
Arbitrage, computed in accordance with Section 148(f) of the Code. 

 
In the event that, prior to the time of any payment required to be made from the Rebate 

Fund, the amount in the Rebate Fund is not sufficient to make such payment when such payment 
is due, the City shall calculate or cause to be calculated the amount of such deficiency and 
deposit an amount received from any legally available source, including the other funds and 
accounts established herein, equal to such deficiency in the Rebate Fund prior to the time such 
payment is due.  Each payment required to be made pursuant to this Subsection 4.4(a)(iii) shall 
be made to the Internal Revenue Service Center, Ogden, Utah 84201 on or before the date on 
which such payment is due, and shall be accompanied by Internal Revenue Service Form 8038-T 
prepared by the City, or shall be made in such other manner as provided under the Code. 

 
(b) Disposition of Unexpended Funds.  Any funds remaining in the Rebate Fund after 

redemption, if any, and payment of the Loan and the payments described in Section 4.4(a)(iii), 
shall be utilized in any manner by the City. 

 
(c) Survival of Defeasance.  Notwithstanding anything in this Section 4.4 or this 

Loan Agreement to the contrary, the obligation to comply with the requirements of this Section 
shall survive the defeasance of the Loan Agreement and any Parity Obligations. 

 
Section 4.5. Special Obligation of the City; Obligations Absolute.  The City’s 

obligation to pay the Loan Payments shall be a special obligation of the City limited solely to 
Net Revenues and amounts on deposit in the Revenue Fund.  Under no circumstances shall the 
City be required to advance moneys derived from any source of income other than Net Revenues 
and other sources specifically identified herein for the payment of the Loan Payments, nor shall 
any other funds or property of the City be liable for the payment of the Loan Payments.  
Notwithstanding the foregoing provisions of this Section, however, nothing herein is intended to 
prohibit the City voluntarily from making any payment hereunder from any source of available 
funds of the City. 

The obligations of the City to pay the Loan 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 setoff, counterclaim or recoupment arising out of 
any breach of the City, the Bank of any obligation to the City or otherwise with respect to the 
Enterprise, whether hereunder or otherwise, or out of indebtedness or liability at any time owing 
to the City by the Bank.   
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Until such time as all of the Loan Payments shall have been fully paid or prepaid, the 
City (a) will not suspend or discontinue payment of any Loan Payments, (b) will perform and 
observe all other agreements contained in this Loan Agreement, and (c) will not terminate this 
Loan Agreement for any cause, including, without limiting the generality of the foregoing, the 
occurrence of any acts or circumstances that may constitute failure of consideration, eviction or 
constructive eviction, destruction of or damage to the Enterprise, sale of the Enterprise, the 
taking by eminent domain of title to or temporary use of any component of the Enterprise, 
commercial frustration of purpose, any change in the tax or other laws of the United States of 
America or the State or any political subdivision of either thereof or any failure of the Bank to 
perform and observe any agreement, whether express or implied, or any duty, liability or 
obligation arising out of or connected with this Loan Agreement. 

Section 4.6. Reduction upon Partial Prepayment. In the event the City prepays less than 
all of the remaining Principal Components of the Loan Payments pursuant to Sections 3.4 or 3.5 
hereof, the amount of such prepayment shall be applied by the Bank to the outstanding Principal 
Components in inverse order of maturity, unless otherwise requested by City and agreed to by 
Bank in its reasonable discretion. 

Section 4.7. Rate on Overdue Loan Payments. In the event the City should fail to make 
any of the Loan Payments required in Section 4.2 hereof on or before the due date therefor, the 
Loan 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 Default Rate. 

 
ARTICLE V 

 
COVENANTS OF THE AUTHORITY 

Section 5.1.  Operation and Maintenance of the Enterprise.  The City will maintain and 
preserve the Enterprise in good repair and working order at all times and will operate the 
Enterprise in an efficient and economical manner and will pay all Maintenance and Operation 
Costs of the Enterprise as they become due and payable.   

Section 5.2. Against Sale or Other Disposition of Property.  The City will not sell, 
lease, or otherwise dispose of the Enterprise or any part thereof essential to the proper operation 
of the Enterprise or to the maintenance of the Revenues.  The City will not enter into any 
agreement or lease that impairs the operation of the Enterprise or any part thereof necessary to 
secure adequate Revenues for the payment of the Loan or that would otherwise impair the rights 
of the City with respect to the Revenues or the operation of the Enterprise.  Any real or personal 
property that has become nonoperative or that is not needed for the efficient and proper operation 
of the Enterprise, or any material or equipment that has become worn out, may be sold at not less 
than the fair market value thereof.  The City shall deposit the proceeds of such sale in the 
Revenue Fund. 

Section 5.3. Rates, Fees, and Charges.  (a)  The City will, at all times while the Loan 
remains outstanding, fix, prescribe and collect rates, fees and charges in connection with the 
Enterprise so as to yield Revenues at least sufficient, after making reasonable allowances for 
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contingencies and errors in the estimates, to pay the following amounts in the order set forth 
below: 

(1) All Maintenance and Operation Costs of the Enterprise; 

(2) The Debt Service payments and all other payments (including payments 
under reimbursement agreements) with respect to all Parity Obligations as 
they become due and payable; 

(3) All amounts, if any, required to restore the balance in any reserve accounts 
established for Parity Obligations in accordance with the terms of such 
Parity Obligations Documents, without preference or priority; and 

(4) All payments required to meet any other obligations of the City that are 
charges, liens, encumbrances upon, or which are otherwise payable from 
the Revenues during such Fiscal Year. 

(b) Furthermore, the City shall fix, prescribe, revise and collect rates, fees and 
charges for the services and facilities furnished by the Enterprise during each Fiscal Year which 
are sufficient to yield estimated Net Revenues which are at least equal to one hundred twenty 
percent (120%) of the aggregate amount of Debt Service on all Parity Obligations payable from 
Net Revenues coming due and payable during such Fiscal Year. The City may make 
adjustments, from time to time, in its rates, fees and charges as it deems necessary, but shall not 
reduce its rates, fees and charges below those in effect unless the Net Revenues resulting from 
such reduced rates, fees and charges shall at all times be sufficient to meet the requirements set 
forth in this paragraph. 

(c) If the City violates the covenants set forth in subsections (a) or (b) hereof, such 
violation shall not, in and of itself, be a default under this Loan Agreement and shall not give rise 
to a declaration of an Event of Default so long as (i) Net Revenues (calculated without taking 
into account any amounts transferred into the Revenue Fund from the Rate Stabilization Fund 
pursuant to subsection (d) below), are at least equal to the Maximum Annual Debt Service 
coming due and payable during such Fiscal Year, and (ii) within 120 days after the date such 
violation is discovered, the City either (y) transfers enough moneys from the Rate Stabilization 
Fund sufficient to yield estimated Net Revenues which are at least equal to one hundred twenty 
percent (120%) of the aggregate amount of Debt Service on all Parity Obligations payable from 
Net Revenues coming due and payable during such Fiscal Year in compliance with subsection (b) 
hereof, or (z) hires an Independent Financial Consultant to review the revenues and expenses of 
the Enterprise, and abides by such consultant’s recommendations to revise the schedule of rates, 
fees, expenses and charges, and to revise any Maintenance and Operation Costs insofar as 
practicable, and to take such other actions as are necessary so as to produce Net Revenues to cure 
such violation for future compliance; provided, however, that, if the City does not, or cannot, 
transfer from the Rate Stabilization Fund the amount necessary to comply with subsection (b) 
hereof, or otherwise cure such violation within twelve (12) months after the date such violation is 
discovered, an Event of Default shall be deemed to have occurred under Section 6.1(a)(2) hereof. 
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(d)  There is hereby created a separate fund to be known as the “Rate Stabilization 
Fund,” to be held and maintained by the City.  The Rate Stabilization Fund is not pledged to 
secure payment of the Loan Payments.  Amounts in the Rate Stabilization Fund shall be applied 
solely for the uses and purposes set forth in this subsection (d).  The City shall have the right to 
deposit into the Rate Stabilization Fund from time to time any amount of funds which are legally 
available therefor; provided that deposits for each Fiscal Year may be made until (but not after) 
one hundred twenty (120) days following the end of such Fiscal Year. 

For the purpose of computing the amount of Revenues for any Fiscal Year for purposes 
of the preceding subsection (a), or the amount of Net Revenues for any Fiscal Year for purposes 
of the preceding subsection (b), the City shall be permitted to transfer amounts on deposit in the 
Rate Stabilization Fund to the Revenue Fund, such transfers to be made until (but not after) one 
hundred twenty (120) days after the end of such Fiscal Year.  In addition, the City shall be 
permitted to withdraw amounts on deposit in the Rate Stabilization Fund for any other lawful 
purpose. The Rate Stabilization Fund is not pledged to secure payment of the Loan Payments. 

Section 5.4. Collection of Rates and Charges.  The City will have in effect at all times 
rules and regulations requiring each consumer or customer utilizing the Enterprise facilities to 
pay the rates, fees and charges applicable to such use or benefit received.  Except in connection 
with the receipt of federal or State funding, the City will not permit any part of the Enterprise or 
any facility thereof to be used or taken advantage of free of charge by any corporation, firm or 
person, or by any public agency (including the United States of America, the State of California 
and any city, county, district, political subdivision, public corporation or agency of any thereof). 

Section 5.5. Competitive Facilities.  Except for any Enterprise facilities existing as of 
the date hereof, the City will not, to the extent permitted by law, acquire, maintain or operate and 
will not, to the extent permitted by law and within the scope of its powers, permit any other 
public or private agency, authority, city, special district, or political subdivision or any person 
whomsoever to acquire, maintain or operate within the sphere of influence of the City any water 
system competitive with the Enterprise; provided, however, that the City may, with the written 
consent of the Bank first had and obtained, assign all or a portion of the Enterprise to another 
entity upon delivery to the Bank of an opinion of counsel experienced in the field of law relating 
to municipal bonds that such assignment will not adversely affect the tax-exempt status of the 

interest with respect to the Loan, and provided such entity assumes the obligations of the City 
hereunder. 

Section 5.6. Insurance.  (a) The City will procure and maintain insurance on the 
Enterprise with commercial insurers or through participation in a joint powers insurance 
authority, in such amounts, with such deductibles and against such risks (including accident to or 
destruction of the Enterprise) as are usually insurable in accordance with industry standards with 
respect to similar enterprises. 

In the event of any damage to or destruction of the Enterprise caused by the perils 
covered by such insurance, the proceeds of such insurance shall be applied to the repair, 
reconstruction or replacement of the damaged or destroyed portion of the Enterprise.  The City 
shall cause such repair, reconstruction or replacement to begin promptly after such damage or 
destruction shall occur and to continue and to be properly completed as expeditiously as 
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possible, and shall pay out of the proceeds of such insurance all costs and expenses in connection 
with such repair, reconstruction or replacement so that the same shall be completed and the 
Enterprise shall be free and clear of all liens and claims.  If the proceeds received by reason of 
any such loss shall exceed the costs of such repair, reconstruction or replacement, the excess 
shall be applied to prepay the Loan and any other Parity Obligations, on a pro rata basis, in the 
manner provided in Section 3.5 hereof and in the instruments authorizing such Parity 
Obligations. 

Alternatively, if the proceeds of such insurance are sufficient to enable the City to retire 
all outstanding Parity Obligations and all other amounts due hereunder, the City may elect not to 
repair, reconstruct or replace the damaged or destroyed portion of the Enterprise, and thereupon 
such proceeds shall be applied to the prepayment of such Parity Obligations and to the payment 
of all other amounts due hereunder, and as otherwise required by the documents pursuant to 
which other Parity Obligations were issued. 

(b) The City will procure and maintain commercial general liability insurance 
covering claims against the City for bodily injury or death, or damage to property, occasioned by 
reason of the ownership or operation of the Enterprise, such insurance to afford protection in 
such amounts and against such risks as are usually covered in connection with similar 
enterprises. 

(c) The City will procure and maintain workers’ compensation insurance against 
liability for compensation under the Workers’ Compensation Insurance and Safety Act of 
California, or any act hereafter enacted as an amendment or supplement or in lieu thereof; such 
insurance to cover all persons employed in connection with the Enterprise. 

(d) All policies of insurance required to be maintained herein shall provide that the 
Bank shall be given thirty (30) days’ written notice of any intended cancellation thereof or 
reduction of coverage provided thereby. 

(e) In lieu of obtaining insurance coverage as required by this Section, such coverage 
may, with the prior written consent of the Bank, be maintained by the City in the form of self-
insurance. The City shall certify to the Bank that (i) the City has segregated amounts in a special 
insurance reserve meeting the requirements of this Section; (ii) an Insurance Consultant certifies 
annually, on or before January 1 of each year in which self-insurance is maintained, in writing to 
the Bank that the City’s general insurance reserves are actuarially sound and are adequate to 
provide the necessary coverage; and (iii) such reserves are held in a separate trust fund by an 
‘independent’ trustee.  Any statements of self-insurance shall be delivered to the Bank.  The City 
shall pay or cause to be paid when due the premiums for all insurance policies required hereby. 

The City shall cause the Bank to be named as an additional insured with respect to the 
City’s liability insurance, and as a loss payee with respect to any property damage insurance. The 
City shall not allow any insurance to expire without thirty (30) days prior written notice to the 
Bank. 

Section 5.7. Eminent Domain.  If all or any part of the Enterprise shall be taken by 
eminent domain proceedings, the resulting Net Proceeds thereof shall be applied as follows: 
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(a) If (1) the City delivers to the Bank a Certificate of the City showing (i) the 
estimated loss of annual Net Revenues, if any, suffered or to be suffered by the City by reason of 
such eminent domain proceedings, (ii) a general description of the additions, betterments, 
extensions or improvements to the Enterprise proposed to be acquired by the City from any Net 
Proceeds, and (iii) an estimate of the additional annual Net Revenues to be derived from such 
additions, betterments, extensions or improvements, and (2) on the basis of such certificate, 
determines that the estimated additional annual Net Revenues will sufficiently offset the 
estimated loss of annual Net Revenues resulting from such eminent domain proceedings so that 
the ability of the City to meet its obligations hereunder will not be substantially impaired (which 
determination shall be final and conclusive); then the City shall promptly proceed with the 
acquisition of such additions, betterments, extensions or improvements substantially in 
accordance with such Certificate of the City and such Net Proceeds shall be applied for the 
payment of the costs of such acquisition, and any balance of such Net Proceeds not required by 
the City for such purpose shall be applied to prepay the Principal Components and the principal 
amount of any other Parity Obligations, on a pro rata basis, in the manner provided in Section 3.5 
hereof and in the instruments authorizing such other Parity Obligations. 

(b) If the foregoing conditions are not met, then such Net Proceeds shall be applied to 
prepay the Principal Components of the Loan and the principal amounts of any other Parity 
Obligations, on a pro rata basis, in the manner provided in Section 3.5 hereof and in the 
instruments authorizing such other Parity Obligations. 

Section 5.8. Additional Information.  The City agrees to furnish to the Bank, promptly, 
from time to time, such information regarding the operations, financial condition and property of 
the City and the Enterprise as the Bank may reasonably request.  

Section 5.9.  Compliance with Law and Contracts.  The City will faithfully comply with, 
keep, observe, and perform all valid and lawful obligations or regulations now or hereafter 
imposed on its operation of the Enterprise by contract, or prescribed by any law of the United 
States of America or of the State of California, or by any officer, board, or commission having 
jurisdiction or control. 

Section 5.10. Punctual Payment.  The City will punctually pay the principal and interest 
to become due in respect of the Loan, in strict conformity with the terms hereof, and will 
faithfully observe and perform all the agreements, conditions, covenants and terms contained 
herein required to be observed and performed by it, and will not rescind this Loan Agreement for 
any cause. 

Section 5.11. Reserved.   

Section 5.12. Protection of Security and Rights of the Bank.  The City will preserve and 
protect the security of the Loan and the rights of the Bank and will warrant and defend the 
Bank’s rights against all claims and demands of all persons.  From and after the Closing Date, 
the Loan shall be incontestable by the City. 
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Section 5.13. Parity Obligations. 

(a) So long as the Loan is outstanding, the City shall not issue or incur any 
obligations payable from Revenues or Net Revenues senior or superior to the payment of Debt 
Service on the Loan.  The City may at any time issue Parity Obligations payable from Net 
Revenues on a parity with Debt Service on the Loan to provide financing or refinancing for the 
Enterprise in such principal amount as shall be determined by the City.  The City may issue or 
incur any such Parity Obligations subject to the following specific conditions, which are hereby 
made conditions precedent to the issuance and delivery of such Parity Obligations: 

(1) No Event of Default shall have occurred and be continuing; 

(2) The Net Revenues (calculated without taking into account any amounts 
transferred into the Revenue Fund from the Rate Stabilization Fund pursuant to Section 
5.3(d) hereof), calculated in accordance with Generally Accepted Accounting Principles, 
either (i) as shown by the books of the City for the latest Fiscal Year, as verified by a 
certificate of an Authorized Representative of the City, or (ii) as shown by the books of 
the City for any more recent twelve (12) month period selected by the City, as verified by 
a certificate or opinion of an Independent Certified Public Accountant employed by the 
City, plus in either case (at the option of the City) the Additional Revenues, shall be at 
least equal to one hundred twenty percent (120%) of the amount of Maximum Annual 
Debt Service on all outstanding Parity Obligations and the Parity Obligations to be 
issued; and 

(3) Except with respect to the Loan, and at the City’s sole discretion, there 
may be established from the proceeds of such Parity Obligations a reserve fund for the 
security of such Parity Obligations, in an amount equal to the lesser of (i) the maximum 
amount of debt service required to be paid by the City with respect to such Parity 
Obligations during any Fiscal Year and (ii) the maximum amount then permitted under 
the Code, in either event as certified in writing by the City. 

The provisions of subsection (2) of this Section shall not apply to any Parity Obligations 
if, and to the extent that (i) all of the proceeds of such Parity Obligations (other than proceeds 
applied to pay costs of issuing such Parity Obligations and to make the reserve fund deposit 
required pursuant to subsection (3) of this Section) shall be deposited in an irrevocable escrow 
held in cash or invested in Federal Securities for the purpose of paying the principal of and 
interest and premium (if any) on such outstanding Parity Obligations, and (ii) at the time of the 
incurring of such Parity Obligations, the City certifies in writing that maximum annual debt 
service on such Parity Obligations will not exceed Maximum Annual Debt Service on the 
outstanding Parity Obligations being refunded, and (iii) the final maturity of such Parity 
Obligations is not later than the final maturity of the Parity Obligations being refunded. 

(b) In order to maintain the parity relationship of debt service payments on all Parity 
Obligations permitted hereunder, the City covenants that all payments in the nature of principal 
and interest or reserve account replenishment with respect to any Parity Obligations, will be 
structured to occur semi-annually on ______ 1 and _____ 1, in each year as such payments are 
due with respect to the Debt Service payments, and reserve account replenishment with respect 
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to any Parity Obligations will be structured to occur within one year, and to otherwise structure 
the terms of such Parity Obligations to ensure that they are in all respects payable on a parity 
with the Debt Service payments on the Loan and all Parity Obligations, and not prior thereto. 

(c) The City may at any time execute contracts or issue bonds or other indebtedness 
payable from Net Revenues or the Revenue Fund payable on a subordinated basis to the payment 
of the Debt Service payments on Parity Obligations. 

Section 5.14. Against Encumbrances.  The City hereby covenants and agrees that it shall 
not incur any obligations that are secured by a pledge and lien on the Net Revenues that is senior 
to the pledge and lien on the Net Revenues contained herein.  The City will not make any pledge 
of or place any lien on the Net Revenues except as provided herein.  The City may pledge Net 
Revenues to secure Parity Obligations issued in accordance with Section 5.13 hereof.  The City 
may at any time, or from time to time, issue evidences of indebtedness for any lawful purpose 
that are payable from and secured by a pledge of and lien on Net Revenues that is subordinate in 
all respects to the pledge of and lien on the Net Revenues provided herein. 

Section 5.15. Further Assurances.  The City will adopt, make, execute and deliver any 
and all further resolutions, instruments, and assurances as may be reasonably necessary or proper 
to carry out the intention or to facilitate the performance hereof and for the better assuring and 
confirming unto the Bank of the rights and benefits provided to it herein. 

Section 5.16. Financial Reports. Promptly upon receipt by the City and in no event later 
than two hundred ten (210) days after the close of each Fiscal Year (unless otherwise agreed in 
writing by the Bank), the City will furnish, or cause to be furnished, to the Bank an audit report 
of an Independent Certified Public Accountant with respect to such Fiscal Year, covering the 
operations of the Enterprise for said Fiscal Year. Such audit report shall include statements of the 
status of each account pertaining to the Enterprise, showing the amount and source of all deposits 
therein, the amount and purpose of the withdrawals therefrom and the balance therein at the 
beginning and end of said Fiscal Year.  

Each such audit, in addition to whatever matters may be considered proper by the 
Independent Certified Public Accountant to be included therein, shall include a statement as to 
whether or not the Net Revenues for such Fiscal Year were equal to at least 1.20 times the Debt 
Service for such Fiscal Year, calculated as provided in Section 5.3 hereof. In addition, the City 
shall deliver to the Bank, not later than August 15 of each year, commencing August 15, 2017, a 
copy of the City’s adopted budget for the then current Fiscal Year. The City shall also deliver to 
the Bank a copy of any update to the City’s budget adopted for a Fiscal Year with thirty (30) 
days of the adoption of such updated budget. 

Section 5.17. Reserved.   

Section 5.18. Observance of Laws and Regulations. The City will well and truly keep, 
observe and perform or cause to be kept, observed and performed all valid and lawful obligations 
or regulations now or hereafter imposed on it 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 
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or hereafter acquired and enjoyed by the City, including the City's right to exist and carry on 
business as a California general law city, 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 5.19. Private Activity Bond Limitation. The City shall assure that monies 
deposited pursuant to this Loan Agreement are not so used as to cause this Loan Agreement to 
satisfy the private business tests of section 141(b) of the Code or the private loan financing test 
of section 141(d) of the Code. 

Section 5.20. 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 this Loan Agreement 
or the Interest Components of the Loan Payments to be “federally guaranteed” within the 
meaning of section 149(b) of the Code. 

Section 5.21. Maintenance of Tax Exemption. The City shall take all actions necessary to 
assure the exclusion of the Interest Components of the Loan Payments from the gross income of 
the Bank to the same extent as such interest is permitted to be excluded from gross income under 
the Code as in effect on the Closing Date. Upon the occurrence of a Determination of Taxability, 
then the City shall pay to the Bank, within thirty (30) days after receipt of such determination, 
the amount which, with respect to interest payments previously paid and taking into account all 
penalties, fines, interest and additions to tax (including all federal, state and local taxes imposed 
on the interest on the Loan due through the date of such event) that are imposed as a result of the 
loss of the exclusion, will restore the Bank the same after tax yield on the Loan that it would 
have realized had the exclusion not been lost. 

Section 5.22. Rebate Requirement. The City shall take any and all actions necessary to 
assure compliance with Section 148(f) of the Code, relating to the rebate of excess investment 
earnings, if any, to the federal government. 

Section 5.23. No Arbitrage. The City shall not take any action with respect to the 
proceeds of this Loan Agreement which, if such action had been reasonably expected to have 
been taken, or had been deliberately and intentionally taken, on the date this Loan Agreement 
was entered into would have caused this Loan Agreement to be an “arbitrage bond” within the 
meaning of Section 148 of the Code.  

Section 5.24. Budget.  The City hereby covenants to take such action as may be necessary 
to include all Loan Payments and all other amounts due hereunder in its annual budget and to 
make the necessary annual appropriations for all such Loan Payments and all other amount due 
hereunder. 

Section 5.25.  Notices.  The City shall provide to the Bank: 

 (a) Immediate notice by telephone, promptly confirmed in writing, of any 
event, action or failure to take any action which constitutes an Event of Default under this Loan 
Agreement, together with a detailed statement by an Authorized Representative of the steps 
being taken by the City to cure the effect of such Event of Default. 
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 (b) Prompt written notice (i) of any action, suit or proceeding or any 
investigation, inquiry or similar proceeding by or before any court or other governmental 
authority, domestic or foreign, against the City or the Enterprise or the Revenues which involve 
claims equal to or in excess of $500,000 or that seeks injunctive relief, or (ii) of any loss or 
destruction of or damage to any portion of the Enterprise in excess of $500,000. 

 (c) Prompt written notice of any Material Litigation, or any investigation, 
inquiry or similar proceeding by any Governmental Authority with respect to any matter that 
relates to or could impact any Revenues. 

  (d) Promptly upon notice thereof, any termination or cancellation of any 
insurance policy which the City is required to maintain, or any uninsured or partially uninsured 
loss through liability or property damage, or through fire, theft or any other cause affecting the 
City property in excess of an aggregate of $500,000. 

  (e) With reasonable promptness, such other information respecting the City, 
Enterprise, and the operations, affairs and financial condition of the City as the Bank may from 
time to time reasonably request. 

 

ARTICLE VI 
 

EVENTS OF DEFAULT AND REMEDIES 

Section 6.1.  Events of Default and Remedies.   

(a) Events of Default.  The following shall be Events of Default hereunder: 

(1) Failure by the City to pay any Principal Component or Interest Component 
on the Loan when due and payable. 

(2) Failure by the City to observe and perform any covenant, condition or 
agreement on its part contained herein pertaining to the Enterprise, other than in clause 
(1) of this subsection, for a period of thirty (30) days after written notice specifying such 
failure and requesting that it be remedied has been given to the City by the Bank; 
provided, however, if in the reasonable opinion of the City the failure stated in the notice 
can be corrected, but not within such thirty (30) day period, the Bank shall not 
unreasonably withhold its consent to an extension of such time if corrective action is 
instituted by the City within such thirty (30) day period and diligently pursued until the 
default is corrected. 

(3) Default by the City under any Parity Obligation (or Subordinate Debt 
which requires or permits the immediate acceleration thereof). 

(4) Institution of any proceeding under the United States Bankruptcy Code or 
any federal or state bankruptcy, insolvency, or similar law or any law providing for the 
appointment of a receiver, liquidator, trustee, or similar official of the City or of all or 
substantially all of its assets, by or with the consent of the City, or institution of any such 
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proceeding without its consent that is not permanently stayed or dismissed within sixty 
(60) days, or agreement by the City with the City’s creditors to effect a composition or 
extension of time to pay the City’s debts, or request by the City for a reorganization or to 
effect a plan of reorganization, or for a readjustment of the City’s debts, or a general or 
any assignment by the City for the benefit of the City’s creditors. 

(5) Any statement, representation or warranty made by the City in or pursuant 
to this Loan Agreement or its execution, delivery or performance proves to have been 
false, incorrect, misleading, or breached in any material respect on the date made, and is 
continuing for a period of thirty (30) days after written notice specifying such 
misrepresentation or breach and requesting that it be remedied has been given to the City 
by the Bank; provided, however, that the Bank and the City may agree that action by the 
City to cure such failure may be extended beyond such thirty-day period. 

(6) This Loan Agreement or any material provision of this Loan Agreement 
shall at any time for any reason cease to be the legal, valid and binding obligation of the 
City or shall cease to be in full force and effect, or shall be declared to be unenforceable, 
invalid or void, or the validity or enforceability thereof shall be contested by the City, or 
the City shall renounce the same or deny that it has any further liability hereunder. 

(7) Dissolution, termination of existence or insolvency of the City. 

(8) Any court of competent jurisdiction with jurisdiction to rule on the 
validity of any provision of this Loan Agreement shall find or rule that this Loan 
Agreement is not valid or not binding on the City. 

 (b)  Remedies on Default.  Whenever any Event of Default shall have happened and be 
continuing, the Bank shall have the right, at its option upon notice to the City, to declare the 
unpaid aggregate Principal Components of the Loan, and the interest accrued thereon, to be 
immediately due and payable, whereupon the same shall immediately become due and payable. 

The Bank shall also have the right, at its option upon notice to the City, to (i) apply to and 
obtain from any court of competent jurisdiction such decree or order as may be necessary to 
require officials of the City to charge and collect rates for services provided by the City and the 
Enterprise sufficient to meet all requirements of this Loan Agreement, and (ii) take whatever 
action at law or in equity as may appear necessary or desirable to collect the Loan Payments then 
due or thereafter to become due during the Term of this Loan Agreement, or enforce 
performance and observance of any obligation, agreement or covenant of the City under this 
Loan Agreement, subject to the following paragraph. 

Notwithstanding any provision of this Loan Agreement, the City's liability to pay the 
Loan Payments and other amounts hereunder shall be limited solely to Net Revenues as provided 
in Article IV hereof. In the event that Net Revenues shall be insufficient at any time to pay a 
Principal Component and/or Interest Loan Component in full, the City shall not be liable to pay 
or prepay such delinquent Loan Payment other than from Net Revenues. 
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Section 6.2. Application of Funds Upon Acceleration.  Upon the date of the declaration 
of acceleration as provided in Section 6.1, all Net Revenues thereafter received by the City shall 
be applied in the following order: 

First, to the payment, without preference or priority, and in the event of any 
insufficiency of such Net Revenues ratably without any discrimination or preference, of 
the fees, costs and expenses of the Bank if any, in carrying out the provisions of this 
article, including reasonable compensation to their respective accountants and counsel; 
and 

Second, to the payment of the entire unpaid aggregate Principal Components of 
the Loan and the unpaid principal amount of any other obligations secured by the Net 
Revenues and the accrued interest thereon, with interest on the overdue payments at the 
rate or rates of interest applicable to the Loan and such other obligations if paid in 
accordance with their respective terms. 

 Section 6.3. Other Remedies of the Bank.  The Bank shall have the right: 

(a) by mandamus or other action or proceeding or suit at law or in equity to 
enforce its rights against the City or any director, officer or employee thereof, and to 
compel the City or any such director, officer or employee to perform and carry out its or 
his duties under the agreements and covenants required to be performed by it or him 
contained herein; 

(b) by suit in equity to enjoin any acts or things that are unlawful or violate 
the rights of the Bank; or 

(c) by suit in equity upon the happening of an Event of Default to require the 
City and its City Council, officers and employees to account as the trustee of an express 
trust. 

Section 6.4. Non-Waiver.  Nothing in this article or in any other provision hereof, or in 
the Loan, shall affect or impair the obligation of the City, which is absolute and unconditional, to 
pay the principal of and interest on the Loan to the Bank when due, as herein provided, out of the 
Net Revenues herein pledged for such payment, or shall affect or impair the right of the Bank, 
which is also absolute and unconditional, to institute suit to enforce such payment by virtue of 
the contract embodied in this Loan Agreement. 

A waiver of any default or breach of duty or contract by the Bank shall not affect any 
subsequent default or breach of duty or contract or impair any rights or remedies on any such 
subsequent default or breach of duty or contract.  No delay or omission by the Bank to exercise 
any right or remedy accruing upon any default or breach of duty or contract shall impair any 
such right or remedy or shall be construed to be a waiver of any such default or breach of duty or 
contract or an acquiescence therein, and every right or remedy conferred upon the Bank by law 
or by this article may be enforced and exercised from time to time and as often as shall be 
deemed expedient by the Bank.  
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If any action, proceeding or suit to enforce any right or exercise any remedy is abandoned 
or determined adversely to the Bank, the City and the Bank shall be restored to their former 
positions, rights and remedies as if such action, proceeding or suit had not been brought or taken. 

Section 6.5. Remedies Not Exclusive. No remedy herein conferred upon or reserved to 
the Bank is intended to be exclusive of any other remedy.  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. 

Section 6.6. Prosecution and Defense of Suits. The City shall promptly, upon request 
of the Bank 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 Enterprise 
whether now existing or hereafter arising and shall prosecute all such suits, actions and other 
proceedings as may be appropriate for such purpose. 

 
 
 

ARTICLE VII 
 

NOTICES 

Section 7.1. Notices. All written notices under this Loan Agreement shall be given by 
first class mail or personal delivery to the party entitled thereto at its address set forth below, or 
at such address as the party may provide to the other party in writing from time to time. Notice is 
effective either (a) upon transmission by facsimile transmission, (b) upon actual receipt after 
deposit in the United States mail, postage prepaid, or (c) in any other case, upon actual receipt. 
The City or the Bank may, by written notice to the other parties, from time to time modify the 
address or number to which communications are given hereunder. 

 
If to the City:  City of Lakeport  

225 Park Street 
Lakeport, CA 95453 

   Attention: City Manager 
   Fax: (707) ___-____ 
    
If to the Bank:  
 
 
 
 
 

 

ARTICLE VIII 
 

AMENDMENTS; DISCHARGE; GENERAL AUTHORIZATION; EFFECTIVE DATE 

Section 8.1. Amendments Permitted.  (a) This Loan Agreement and the rights and 
obligations of the City and of the Bank may be modified or amended at any time by a written 
supplemental agreement entered into by the City and the Bank. 
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 (b) From and after the time any supplemental agreement becomes effective 
pursuant to this Article, this Loan Agreement shall be deemed to be modified and amended in 
accordance therewith, and the respective rights, duties, and obligations under this Loan 
Agreement and the Bank shall thereafter be determined, exercised, and enforced hereunder 
subject in all respects to such modification and amendments, and all the terms and conditions of 
any such supplemental agreement shall be deemed to be part of the terms and conditions of this 
Loan Agreement for any and all purposes. 

Section 8.2. Discharge of Loan Agreement .  (a) If the City shall pay or cause to be 
paid or there shall otherwise be paid to the Bank the principal of and the interest and the 
prepayment premium, if any, on this Loan Agreement at the times and in the manner stipulated 
herein, then all agreements, covenants and other obligations of the City to the Bank hereunder 
shall thereupon cease, terminate and become void and be discharged and satisfied. 

(b) This Loan Agreement shall be deemed to have been paid within the meaning and with 
the effect expressed in subsection (a) of this section if (1) in case this Loan Agreement is to be 
prepaid on any date prior to its final principal payment date, the City shall have mailed a notice 
of prepayment to the Bank, (2) there shall have been deposited with the Bank, or an escrow agent 
reasonably acceptable to the Bank, either money in an amount that shall be sufficient or direct 
obligations of the United States of America that are not subject to redemption except by the 
holder thereof prior to maturity (including any such securities issued or held in book-entry form 
on the books of the Department of the Treasury of the United States of America), the interest on 
and principal of which when paid will provide money that, together with the money, if any, 
deposited with the Bank or such escrow agent at the same time, shall be sufficient to pay when 
due the interest to become due on this Loan Agreement on and prior to the final principal 
payment date or prepayment date thereof, as the case may be, and the principal of and 
prepayment premiums, if any, on this Loan Agreement on and prior to the final principal 
payment date or the prepayment date thereof, as the case may be, and (3) if this Loan Agreement 
is not subject to prepayment within the next succeeding sixty (60) days, the City shall have 
mailed a notice to the Bank that the deposit required by clause (2) above has been made with the 
Bank or such escrow agent and that this Loan Agreement is deemed to have been paid in 
accordance with this section and stating the principal payment dates or prepayment date, as the 
case may be, upon which money is to be available for the payment of the principal of and 
prepayment premiums, if any, on this Loan Agreement; provided, however, that the City shall 
have provided an opinion of Bond Counsel that such deposit will not adversely affect the 
exclusion of interest on the Loan from gross income of the Bank for federal income tax purposes. 

Section 8.3. General Authorization.  The Authorized Representatives of the City, and 
each of them individually, are hereby authorized and directed, for and in the name of and on 
behalf of the City, to execute and deliver any and all documents (including specifically the 
Refunding Instructions), to do any and all things and take any and all actions that may be 
necessary or advisable, in their discretion, in order to consummate the financing and to effect the 
purposes of this Loan Agreement.  All actions heretofore taken by officers, employees, and 
agents of the City that are in conformity with the purposes and intent of this Loan Agreement are 
hereby approved, confirmed, and ratified. 

Section 8.4. Binding Effect.  This Loan Agreement shall inure to the benefit of and 
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shall be binding upon the Bank and the City and their respective successors and assigns. 

Section 8.5. Severability.  In the event any provision of this Loan 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 8.6. Further Assurances and Corrective Instruments.  The Bank 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 carrying out the expressed intention of this Loan Agreement. 

Section 8.7. Applicable Law.  This Loan Agreement shall be governed by and 
construed in accordance with the laws of the State of California. 

Section 8.8. Captions.  The captions or headings in this Loan Agreement are for 
convenience only and in no way define, limit or describe the scope or intent of any provisions or 
Section of this Loan Agreement. 

Section 8.9. Agreement to Pay Attorneys’ Fees and Expenses.  The City will pay the 
Bank its reasonable attorney fees incurred subsequent to an Event of Default. 

Section 8.10.  Judicial Reference. 

(a) The Bank and the City hereby agree: (i) each proceeding or hearing based upon or 
arising out of, directly or indirectly, this Loan Agreement or any document related thereto, any 
dealings between the City and the Bank related to the subject matter of this Loan Agreement or 
any related transactions, and/or the relationship that is being established between the City and the 
Bank (hereinafter, a “Claim”) shall be determined by a consensual general judicial reference (the 
“Reference”) pursuant to the provisions of Section 638 et seq. of the California Code of Civil 
Procedure, as such statutes may be amended or modified from time to time; (ii) upon a written 
request, or upon an appropriate motion by either the Bank or the City, as applicable, any pending 
action relating to any Claim and every Claim shall be heard by a single Referee (as defined 
below) who shall then try all issues (including any and all questions of law and questions of fact 
relating thereto), and issue findings of fact and conclusions of law and report a statement of 
decision.  The Referee’s statement of decision will constitute the conclusive determination of the 
Claim.  The Bank and the City agree that the Referee shall have the power to issue all legal and 
equitable relief appropriate under the circumstances before the Referee; (iii) the Bank and the 
City shall promptly and diligently cooperate with one another, as applicable, and the Referee, 
and shall perform such acts as may be necessary to obtain prompt and expeditious resolution of 
all Claims in accordance with the terms of this Section 8.10; (iv) either the Bank or the City, as 
applicable, may file the Referee’s findings, conclusions and statement with the clerk or judge of 
any appropriate court, file a motion to confirm the Referee’s report and have judgment entered 
thereon.  If the report is deemed incomplete by such court, the Referee may be required to 
complete the report and resubmit it; (v) the City and the City, as applicable, will each have such 
rights to assert such objections as are set forth in Section 638 et seq. of the California Code of 
Civil Procedure; and (vi) all proceedings shall be closed to the public and confidential, and all 
records relating to the Reference shall be permanently sealed when the order thereon becomes 
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final. 

(b) The parties to the Reference proceeding shall select a single neutral referee (the 
“Referee”), who shall be a retired judge or justice of the courts of the State of California, or a 
federal court judge, in each case, with at least ten (10) years of judicial experience in civil 
matters.  The Referee shall be appointed in accordance with Section 638 of the California Code 
of Civil Procedure (or pursuant to comparable provisions of federal law if the dispute falls within 
the exclusive jurisdiction of the federal courts).  If within ten (10) days after the request or 
motion for the Reference, the parties to the Reference proceeding cannot agree upon a Referee, 
then any party to such proceeding may request or move that the Referee be appointed by the 
Presiding Judge of the Lake County Superior Court, or of the U.S. City Court for the Northern 
District of California.  The Referee shall determine all issues relating to the applicability, 
interpretation, legality and enforceability of this Section 8.10. 

(c) No provision of this Section 8.10 shall limit the right of either the Bank or the 
City, as the case may be, to (i) exercise such self-help remedies as might otherwise be available 
under applicable law, or (ii) ) obtain or oppose provisional or ancillary remedies, including 
without limitation injunctive relief, writs of possession, the appointment of a receiver, and/or 
additional or supplementary remedies from a court of competent jurisdiction before, after, or 
during the pendency of any Reference.  The exercise of, or opposition to, any such remedy does 
not waive the right of the Bank or the City to the Reference pursuant to this Section 8.10(c). 

(d) Promptly following the selection of the Referee, the parties to such Reference 
proceeding shall each advance equal portions of the estimated fees and costs of the Referee.  In 
the statement of decision issued by the Referee, the Referee shall award costs, including 
reasonable attorneys’ fees, to the prevailing party, if any, and may order the Referee’s fees to be 
paid or shared by the parties to such Reference proceeding in such manner as the Referee deems 
just. 

Section 8.11. Net-Net-Net Contract.  This Loan Agreement is a “net-net-net contract” 
and the City hereby agrees that the Loan Payments are an absolute net return to the Bank, free 
and clear of any expenses, charges or set-offs whatsoever. 

Section 8.12. Execution in Counterparts.  This Loan 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. 

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

[Signature page to follow] 
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IN WITNESS WHEREOF, the Bank has caused this Loan Agreement to be executed in 
its corporate name by its duly authorized officer; and the City has caused this Loan Agreement to 
be executed in its name by its City Manager, as of the date first above written. 

       
___________________ BANK,  
AN ______________ CORPORATION 
  
 
      
By: _________________________ 
        
Name: _______________________ 
 
Title: ________________________ 
 

 

 
CITY OF LAKEPORT 

 
 
 

By:______________________________ 
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EXHIBIT A 
 LOAN PAYMENT SCHEDULE 
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EXHIBIT B 
 

FORM OF INVESTOR LETTER 
 

This letter is to provide you with certain representations and agreements with respect to the above-
referenced $__________ aggregate principal amount of the City of Lakeport, Series 2016 Water Revenue 
Refunding Loan Obligations (2016 Water Refunding Project), Bank Qualified (the “Loan”). The Loan was 
approved by the City pursuant to Resolution No. ____ (2016) (the “Resolution”), adopted by the City Council 
of the City of Lakeport (the “City”) on May 17, 2016, and was executed and delivered pursuant to a Loan 
Agreement, dated as of June 1, 2016, by and between ________________ Bank, a ________ corporation (the 
“Bank,” the “undersigned,” “us” or “we,” as applicable) and the City (the “Loan Agreement”). Capitalized 
terms not otherwise defined herein will have the meanings set forth in the Loan Agreement. 

 
 We hereby represent and warrant to you and agree with you as follows: 

 
(i) the Bank is duly organized, validly existing and in good standing under the laws of the 

jurisdiction in which it was incorporated or formed and has the full legal right, power and authority to make the 
Loan and to enter into the Loan Agreement; 

 
(ii) the undersigned is a duly appointed, qualified, and acting officer of the Bank and is authorized 

to cause the Bank to make the representations and warranties contained herein on behalf of the Bank; 
 
(iii) the Bank has sufficient knowledge and experience in financial and business matters, including 

purchase and ownership of municipal and other tax-exempt obligations similar to the Loan, to be able to 
evaluate the risks and merits of the investment represented by the Loan and is able to bear the economic risks 
of such investment; 

 
(iv) the Bank understands that the neither the Loan nor Loan Agreement have been registered with 

any federal or state securities agency or commission; and further understands that the Loan and Loan 
Agreement (a) are not being registered or otherwise qualified for sale under the “Blue Sky” laws and 
regulations of any state; (b) will not be listed in any stock or other securities exchange; and (c) will not carry a 
rating from any rating service; 

 
(v) the Bank acknowledges that it has either been supplied with or has been given access to 

information to which a reasonable investor would attach significance in making investment decisions, and the 
Bank has had the opportunity to ask questions and receive answers from knowledgeable individuals concerning 
the legal, physical and fiscal condition of the City and the City’s Enterprise, as well as the insurance, security 
and prepayment arrangements set forth in the Loan Agreement and the Loan, so that, as a reasonable investor, 
the Bank has been able to make an informed investment decision to enter into the Loan Agreement for the 
making of the Loan; 

 
(vi) the Bank understands and acknowledges that no official statement, offering memorandum or 

any disclosure document has been prepared, nor is any contemplated to be prepared; 
 
(vii) the Bank acknowledges that there is no reserve fund required for the Loan; 
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(viii) the Bank understands and acknowledges it is making the Loan on a private placement basis, 
and it is not intended that the transaction be subject to the requirements of Rule 15c2-12 promulgated under the 
Securities Exchange Act of 1934, as amended (“Rule 15c2-12”), and therefore the City has not undertaken, 
other than as provided in the Loan Agreement, to provide to or for the benefit of holders of the Loan financial 
or operating data or any other information with respect to the City or the Loan on an ongoing basis; 

 
(ix) the Bank has made its own inquiry and analysis with respect to the Loan and the security 

therefore, and other material factors affecting the security and payment of the Loan; 
 
(x) the Bank is either: 
 

(a) an “accredited investor” as such term is defined in Rule 501(a) promulgated under the 
Securities Act of 1933, as amended (the “Securities Act”); or 

 
(b) a “qualified institutional buyer” as such term is defined in Rule 144A promulgated 

under the Securities Act; 
 

(xi) the Bank is making the Loan for its own account and not with present view toward resale or 
distribution, and we have not offered, offered to sell, offered for sale or sold any of the Loan by means of any 
form of general solicitation or general advertising, and we are not an underwriter of the Loan within the 
meaning of Section 2(11) of the Securities Act; provided, however, that the Bank reserves the right to sell, 
transfer or redistribute the Loan without the consent of the City in accordance with the Loan Agreement and all 
applicable securities laws, but agrees that any such sale, transfer or redistribution by the Bank shall be in 
accordance with the Loan Agreement; 

 
(xii) the Bank recognizes that an investment in the Loan involves significant risks, there is no 

established market for the Loan and that none is likely to develop and, accordingly, the Bank must bear the 
economic risk of an investment in the Loan for an indefinite period of time; 

 
(xiii) the Bank further acknowledges that it is responsible for consulting with its advisors 

concerning any obligations, including, but not limited to, any obligations pursuant to federal and state securities 
and income tax laws it may have with respect to subsequent assignments or assignees of the Loan if and when 
any such future disposition of the Loan may occur;  

 
(xiv) the Bank acknowledges that The Weist Law Firm (“Bond Counsel”) is acting as bond counsel 

to the City, that Bond Counsel has no attorney-client relationship with the Bank, and that the Bank has sought 
legal advice from its own counsel to the extent it concluded legal advice was necessary; and 

 
(xv) The Bank is not relying upon the City, Bond Counsel, or any of their affiliates or employees 

for advice as to the merits and risks of making the Loan.  The Bank has sought such accounting, legal and tax 
advice as it has considered necessary to make an informed investment decision. 
 

Capitalized terms shall have the meaning set forth in the Loan Agreement. 
 
 IN WITNESS WHEREOF, the undersigned has executed this Certificate as of the __th day of June, 
2016. 
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$________ 
CITY OF LAKEPORT 

SERIES 2016 WATER REVENUE REFUNDING LOAN OBLIGATIONS 
(2016 WATER REFUNDING PROJECT) 

BANK QUALIFIED 
 

IRREVOCABLE REFUNDING INSTRUCTIONS 
 
These IRREVOCABLE REFUNDING INSTRUCTIONS (these “Instructions”) are dated as of June 1, 

2016, and are given by the CITY OF LAKEPORT, a public body and political subdivision, organized and 
existing under and by virtue of the laws of the State of California (the “City”), to the FINANCE DIRECTOR 
OF THE CITY OF LAKEPORT, acting as trust administrator for the 2000 Obligations described below (the 
“2000 Trust Administrator”); 

 
 B A C K G R O U N D :  

 
1. In order to provide funds for the acquisition and construction of certain public improvements 

within the City, the City (through the Lakeport Public Financing Authority) has previously caused the 
execution and delivery of Series 2000 Certificates of Participation (1998 Water Project) in the original amount 
of $3,050,000, which are presently outstanding in the approximate aggregate principal amount of $2,446,000 
(the “2000 Obligations”). 

 
2. The 2000 Obligations were executed and delivered pursuant to an Trust Agreement, dated as 

of August l5, 2000 by and among the City, the Lakeport Public Financing Authority (the “Authority”) and the 
2000 Trust Administrator (the “2000 Trust Agreement”), and represent interests in certain installment 
payments (the “2000 Installment Payments”) to be made by the City to the Authority pursuant to an Installment 
Sale Agreement, dated as of August 15, 2000 (the “2000 Installment Sale Agreement”), by and between the 
City and the Authority. 

 
3. The City has determined that it is in the public interests of the City to provide for the current 

refunding of all outstanding principal amounts of the 2000 Obligations (the “Refunding”), and to that end, in 
order to obtain funds necessary to implement such Refunding, the City has provided for the execution and 
delivery of its City of Lakeport, Series 2016 Water Revenue Refunding Loan Obligations (2016 Water 
Refunding Project), Bank Qualified, in the aggregate principal amount of $________ (the “2016 Obligations”), 
all pursuant to and secured by a Loan Agreement (the “Loan Agreement”), dated as of June 1, 2015, by and 
between the City and the _________________ Bank (the “Bank”). 

 
4. The 2000 Obligations are subject to redemption in full on any date upon the payment of all 

outstanding principal and accrued interest thereon. 
 
5.  The City wishes to give these Instructions to the 2000 Trust Administrator for the purpose of 

providing for the payment in full of the principal and interest represented by the 2000 Obligations upon the 
redemption thereof on June __, 2016 (the “Redemption Date”). 

 
6. The 2000 Trust Administrator has previously been instructed by the City to provide the 

holders (i.e., USDA) of the 2000 Obligations with a conditional notice of redemption, meeting the 
requirements of the 2000 Trust Agreement, which notice has been duly delivered by the 2000 Trust 
Administrator. 
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7. As a result of the deposit and investment of funds in accordance with these Instructions, the 
2000 Installment Payments, due under the 2000 Installment Sale Agreement, will be discharged in accordance 
with the provisions of Article X of the 2000 Installment Sale Agreement, and the 2000 Obligations will be 
fully discharged and legally defeased as of June __, 2016 (the “Defeasance”), in accordance with the 
provisions of Section 14.01 of the 2000 Trust Agreement. 

 
8.  Amounts required to fund such deposit will be provided in part from funds on hand with the 

2000 Trust Administrator, with the balance being provided by the Bank, by virtue of the Bank’s purchase of 
the 2016 Obligations. 

 
I N S T R U C T I O N S :  

  
In order to provide for the payment and prepayment of the 2000 Installment Payments in accordance 

with the 2000 Installment Sale Agreement, and the corresponding payment and prepayment of the 2000 
Obligations in accordance with Section 14.01 of the 2000 Trust Agreement, the City hereby irrevocably directs 
the 2000 Trust Administrator as follows: 

 
Section 1. Constructive Deposit into Installment Payment Fund; Escrow Fund. On June __, 2016 (the 

“Closing Date”), the City shall cause to be constructively transferred to the 2000 Trust Administrator for 
constructive deposit into the Installment Payment Fund established and held by the 2000 Trust Administrator 
under Section 5.02 of the 2000 Trust Agreement (the “2000 Installment Payment Fund”) the amount of 
$__________ (the “Defeasance Proceeds”) in immediately available funds, to be derived as from proceeds of 
the 2016 Obligations provided by the Bank to the City. 

 
On June __, 2016, upon constructive deposit of the amounts set forth in this Section 1, the 2000 

Installment Payment Fund shall be deemed a special and irrevocable escrow fund (the “2000 Escrow Fund”) to 
be constructively held in the custody of the 2000 Trust Administrator in trust for the benefit of the owners of 
the 2000 Obligations. The moneys held in the 2000 Escrow Fund shall be irrevocably set aside by the 2000 
Trust Administrator for the payment of the 2000 Obligations, as provided herein. The City, the Authority and 
the 2000 Trust Administrator will have no interest in the funds or investments held in the 2000 Escrow Fund. 

 
Section 2. Investment and Application of Amounts. The 2000 Trust Administrator is hereby 

irrevocably instructed to hold any (which none are expected due to the following paragraph) moneys deposited 
in the 2000 Escrow Fund uninvested.   

 
The 2000 Trust Administrator is hereby irrevocably instructed, to which instructions the 2000 Trust 

Administrator agrees, to cause the Bank to wire the following $_______ Defeasance Proceeds directly to 
USDA:  

 
Payment Prepaid Redemption Total 
Date       Principal Interest Premium Payment 
 

06/__/16 $_________ $_______ $0.00 $________ 
 
Following payment in full of all 2000 Obligations on the Redemption Date directly to USDA, any 

remaining amounts held by the Trust Administrator or Bank in any of the funds and accounts established under 
the 2000 Trust Agreement, shall be withdrawn therefrom and transferred to the City as its property free and 
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clear of the lien of the 2000 Trust Agreement. 
 
Section 3.  Irrevocable Election to Prepay the 2000 Obligations.  The City hereby irrevocably elects to 

prepay all of the outstanding 2000 Obligations on the June __, 2016 Redemption Date. 
 
Section 4.  Application of Certain Terms of 2000 Trust Agreement.  All of the terms of the 2000 Trust 

Agreement relating to the payment and prepayment of principal and interest represented by the 2000 
Obligations, as well as the protections, immunities and limitations from liability afforded the 2000 Trust 
Administrator as trust administrator for the 2000 Obligations, are incorporated in these Instructions as if set 
forth in full herein.   

 
Section 5. No Right of Set Off. Under no circumstances shall amounts deposited in or credited to the 

2000 Installment Payment Fund be deemed to be available for any purpose other than as set forth herein. The 
2000 Trust Administrator has no lien upon or right of set off against the cash and securities at any time on 
deposit in the 2000 Installment Payment Fund. 

 
Section 6.  Applicable Law.  These Instructions shall be governed by and construed in accordance with 

the laws of the State of California. 
 
Section 7.  Execution in Counterparts.  These Instructions 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 WHEREOF, the City and the 2000 Trust Administrator have each caused these 

Instructions to be executed by their duly authorized officers all as of the date first above written. 

 
 CITY OF LAKEPORT, CALIFORNIA, 
  
      
   
 By:  

            
 
 

Attest: 
 
 
By:  
       
 

 
 
ACCEPTED AND AGREED: 
 
FINANCE DIRECTOR 
OF THE CITY OF LAKEPORT,  
as 2000 Trust Administrator 
 
 
By:  
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CITY OF LAKEPORT 
City Council 

City of Lakeport Municipal Sewer District 
Lakeport Redevelopment Successor Agency 

Lakeport Industrial Development Agency  
Municipal Financing Agency of Lakeport  

STAFF REPORT 

RE:   Public Safety Town Hall Update Presentation MEETING DATE:   5/17/2016 

SUBMITTED BY:   Margaret Silveira, City Manager 

PURPOSE OF REPORT:   Information only       Discussion      Action Item 

WHAT IS BEING ASKED OF THE CITY COUNCIL/BOARD: 

Staff will present a summary of the 2016 Public Safety Town Hall meeting and survey results. Staff is 
seeking Council direction on “next steps” to address issues raised at the meeting, and is also recommending 
further public outreach. 

BACKGROUND/DISCUSSION:   
The Lakeport City Council hosted a Public Safety Town Hall Meeting on April 25, 2016. The Lakeport 
Police Department staff gave a presentation on a variety of topics including: 

• Recent legislation that has impacted the community
• Current criminal trends affecting neighborhoods, business districts and parklands
• Crime and arrest statistics
• Current staffing levels
• Community Oriented Policing programs.

Police staff also discussed recent accomplishments, future police projects and possible future legislative 
changes that may impact public safety. 

Members of the community were given an opportunity to provide input or concerns, as well as participate in 
a quality of life survey.  The results are summarized in Attachment 1. 

Staff is recommending holding a Budget Town Hall meeting to address issues raised at the Public Safety 
Town Hall meeting.  

OPTIONS:  

FISCAL IMPACT: 

  None at this time.   $  Account Number:  Comments:  

SUGGESTED MOTIONS:  

  Attachments: 1. 2016 Public Safety Town Hall Survey Results

Meeting Date:  05/17/2017 Page 1 Agenda Item #VI.D.1. 



It's a beautiful day today.

The Golden State Warriors are going to win it all this year.

What's the best part about living in Lakeport/Lake County?

Public Safety Town Hall, April 25, 2016

Page 1 of 4Public Safety Town Hall, April 25, 2016

4/26/2016https://www.polleverywhere.com/reports/85152
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The most important qualities of a Lakeport City Mayor are... (choose your top 3)

Compared to years past, crime in Lakeport is:

How do you feel about the service provided by the Lakeport Police Department?

What is an acceptable police response time on an emergency call?

From where do you get your public safety information?

Page 2 of 4Public Safety Town Hall, April 25, 2016
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Are you willing to participate in neighborhood policing programs (neighborhood watch, camera 

program, nextdoor.com, etc.)

There are more police officers on City payroll in 2016 compared to in 2009.

What is the approximate starting salary of a Lakeport police officer?

What is the total compensation amount for a starting police officer, including benefits?

Page 3 of 4Public Safety Town Hall, April 25, 2016
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What additional services would you like the police department to provide?

Did this presentation change your perception of public safety in Lakeport?

Page 4 of 4Public Safety Town Hall, April 25, 2016
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