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STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS
DIVISION OF PUBLIC UTILITIES AND CARRIERS

IN RE: THE CITY OF NEWPORT, :
UTILITIES DEPARMENT, WATER DIVISION : Docket No. D-20-

APPLICATION FOR BORROWING AUTHORITY

The City of Newport, Utilities Department, Water Division, (“Newport Water”) hereby
applies to the State of Rhode Island Division of Public Utilities and Carriers ("Division"} for
authority to obtain financing for distribution system improvements pursuant to R.I.G.L. § 39-3-
15, et. seq. In support of this application, Newport Water, by its authorized agent, represents
that:

1. Newport Water, a regulated utility in the State of Rhode Island, seeks to issue
evidence of indebtedness, payable more than twelve (12) months from the date
of issue to finance distribution system improvements.

2, Newport Water seeks to obtain financing not to exceed four million one hundred
thirty one thousand dollars ($4,131,000) from the Rhode Island Infrastructure
Bank Safe Drinking Water State Revolving Fund to finance distribution system
improvements.

3. The borrowing and bonds issued in connection therewith will be secured by a
pledge of Newport Water’s revenues.

5. In accordance with Section 1.14 of the Division’s Rules of Practice and
Procedure, the written testimonies of julia Forgue, P.E., Maureen E. Gurghigian
and Harold J. Smith, and supporting exhibits, are attached hereto.

6. In accordance with Section 1.14 of the Division’s Rules of Practice and
Procedure, Newport Water filed a copy of this application with the Rhode Island
Office of Attorney General.

Wherefore, the City of Newport, Utilities Department, Water Division, respectfully
requests that the State of Rhode Island Division of Public Utilities and Carriers authorize and
consent to the borrowing of an amount not to exceed four million one hundred thirty one
thousand dollars (54,131,000).



CITY OF NEWPORT,
UTILITIES DEPARTMENT,
WATER DIVISION,

By:

ﬂhﬁ Forgue, P.E. %

Director of Utilities
70 Halsey Street
Newport, Rl 02840

STATE OF RHODE ISLAND COUNTY OF NEWPORT

In Newport, Rl on the __L&_ day of February, 2020, before me personally appeared Julia Forgue
to me known and known by me to be the party executing the foregoing instrument, and she
acknowledged said instrument, by her executed, to be her free act and deed and the free act
and deed of the City of Newport, Utilities Department, Water Division.

e Lo

NOTARY PUBLIC /]
MY COMMISSION EXPIRES: 3 11399

CHERI B. SHEEKEY
NOTARY PUBLIC
STATE OF RHODE ISLAND
MY COMMISSION EXPIRES APRIL 15, 20 ™

3
CERTIFICATION

1, the undersigned, hereby certify that | mailed a true copy, of the within to The Office of

Attorney General on the 20 day of February, 2020.
el f
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STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS
DIVISION OF PUBLIC UTILITIES AND CARRIERS

IN RE: THE CITY OF NEWPORT, :
UTILITIES DEPARMENT, WATER DIVISION Docket No. D-20-

NOTICE OF FILING AND PUBLIC HEARING

APPLICATION FOR BORROWING AUTHORITY

Notice is hereby given that on February 20, 2020, pursuant to Rhode Island General Laws §39-3-15, §39-
3-17, §39-3-18 and Section 1.14 of the State of Rhode Island Division of Public Utilities and Carriers’
Rules of Practice and Procedure, The City of Newport, Utilities Department, Water Division (“Newport
Water”), filed with the State of Rhode Island Division of Public Utilities and Carriers (“Division”) an
Application For Borrowing Authority to obtain financing, payable more than twelve (12) months from
the date of issue, in an amount not to exceed four million one hundred thirty one thousand dollars
($4,131,000) to finance distribution system improvements.

Newport Water seeks to borrow an amount not to exceed four million one hundred thirty one thousand
dollars ($4,131,000) from the Rhode Island Infrastructure Bank Safe Drinking Water State Revolving
Fund. The proceeds will be used to finance distribution system improvements. The borrowing will be
secured by a pledge of Newport Water’s revenues.

A hearing on the proposal will be held at the Division of Public Utilities and Carriers, 89 Jefferson
Boulevard, Warwick, Rhode Island on April , 2020 at a.m. The hearing may continue thereafter
from day to day and time to time as required. At this hearing, the Division will consider the propriety of
Newport Water’s Application For Borrowing Authority. Please note that the Division is accessible to the
handicapped, and that individuals requesting interpreter services for the hearing impaired must contact
the Clerk seventy-two hours in advance of the hearing.

A copy of the application is on file for examination at City of Newport Utilities, Department, Water
Division, 70 Halsey Street, Newport, Rhode Island, and at the offices of the Division of Public Utilities and
Carriers, 89 Jefferson Boulevard, Warwick, Rhode Island. A copy of the filing was also provided to the
Rhode Island Office of Attorney General.

Reference is made to Chapters 39-1, 39-3 and 42-35 of the Rhode Island General Laws; specifically
Sections 39-1-7, 39-1-8, 39-1-11, 39-1-12, 39-1-16, 39-1-18, 39-1-20, 42-35-8, and 42-35-10.

Linda George, Acting Administrator
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PREFILED TESTIMONY
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Julia Forgue, P.E.

For
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Docket NO. D-20-

FEBRUARY 20, 2020
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Julia Forgue, P.E.

City of Newport, Utilities Department,
Water Division

Division of Public Utilities and Carriers
Docket D-20-

Direct Testimony

Page 10f3

Q. Please provide your full name, title and business address for the record.
A. Julia Forgue, P.E. | am employed by the City of Newport where | serve as Director of

Utilities. My business address is 70 Halsey Street, Newport, RI.

Q. How long have you held this position?

A. | began my employment with the City of Newport on March 12, 2001 as Director of
Public Works. While Director of Public Works, | also served as the General Manager of
the Water Division. The City of Newport finalized a reorganization of City Departments

in December 2007, and | am now the Director of Utilities.

Q. What responsibilities do you have as Director of Utilities with regard to the
Newport Water System?

A. | serve as general manager of the water and water pollution control divisions. I plan,
organize and direct the Water Division’s activities. | direct and oversee the work of
supervisors on administrative and technical issues conforming to a policy framework

established by the City as well as State and Federal agencies.

Q. Can you provide a brief description of your work experience?

A. Prior to working for the City of Newport, | was employed by the City of East
Providence, Rhode Island for fourteen years. In the last eleven years | managed the
water division as Director of Public Works. The City of East Providence purchases water
wholesale from Providence Water and operates and maintains its own transmission and
distribution system with approximately 15,000 services. Before working for the City of
East Providence, | was a project engineer at consulting firms in Colorado and New

Hampshire.
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Julia Forgue, P.E.

City of Newport, Utilities Department,
Water Division

Division of Public Utilities and Carriers
Docket D-20-

Direct Testimony

Page 2 of 3

Q. What is your educational background?
A. I received a B.S. in Civil Engineering from Northeastern University in 1981 and a M.S.
in Civil Engineering from the University of Colorado at Boulder in 1982. | am a registered

Professional Engineer in Rhode Island and New Hampshire.

Q. Do you have any professional affiliations?

A. Yes, | am a member of the American Water Works Association, New England
Waterworks Association and the Rhode Island Waterworks Association. |served as
President of the RIWWA from December 2001 to December 2003. | am also a member

of the Water Environment Association.

Q. Please describe your role in this proceeding.

A. | am testifying in support of the Application For Borrowing Authority submitted by the
City of Newport, Utilities Department, Water Division (“Newport Water”). In this
application, Newport Water seeks approval to obtain financing not to exceed four
million one hundred thirty one thousand dollars ($4,131,000) through revenue bonds
from the Rhode Island Infrastructure Bank Safe Drinking Water State Revolving Fund to

finance distribution system improvements.

Q. Can you describe the projects Newport Water will fund with the proceeds from this
borrowing?

A. The funds will be used for water main improvements. The project involves the
cleaning and lining of 3100 liner feet of 20-inch cast iron main in Annandale Road and

1700 liner feet of 20-inch cast iron water main in Narragansett Avenue.
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Julia Forgue, P.E.

City of Newport, Utilities Department,
Water Division

Division of Public Utilities and Carriers
Docket D-20-

Direct Testimony

Page 3 of 3

Q. Has the Rhode Island Public Utilities Commission approved rates necessary to

service this loan?
A. Yes. According to the testimony submitted by Harold J. Smith in support of this

application, Newport Water’s rates are sufficient to service this debt.

Q. What is the anticipated schedule for the closing of this loan?
A. This borrowing is expected to price in May. RIIB requires that all borrower approvals
be in place prior to pricing loans. If the Division issues an Order in April, Newport Water

will be able to meet RIIB's deadlines.

Q. Has Newport Water submitted any documents as part of its application?
A. Yes, the following documents are included in the Appendix to this application for
borrowing authority:

1. Capitalization Schedule;
2. Newport Water Revenue Bond Trust Indenture;
3. Draft of the Seventh Supplemental Indenture; and
4. Draft of the Loan Agreement with RIIB.
Q. Are there any unusual features of this borrowing that may have a significant impact

on the Division’s ability to regulate Newport Water?

A. No, to my knowledge there are not.

Q. Does this complete your testimony?

A. Yes, it does.
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PREFILED TESTIMONY

of

Maureen E. Gurghigian
Regional Managing Director
Hilltop Securities, Inc.

For

City of Newport, Utilities Department, Water Division

RHODE ISLAND DIVISION OF PUBLIC UTILITIES AND CARRIERS
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Maureen E. Gurghigian
City of Newport, Utilities Department,
Water Division
Division of Public Utilities and Carriers
Docket D-20-
Direct Testimony
Page 1 of 5
Please state your name and business address.
My name is Maureen E. Gurghigian and | am a Regional Managing Director at

Hilltop Securities Inc. (“HilltopSecurities”) based in the Lincoln, Rhode Island office.

Please describe your education and experience.

I hold a Master’s Degree in business administration from the University of Rhode
Island. I am a registered Municipal Advisor and Municipal Securities Principal with
the Municipal Securities Rulemaking Board, holding the following licenses: Series
50, Series 52, Series 53 and Series 63. Prior to joining HilltopSecurities, at the time
known as FirstSouthwest, in 2001, | worked in public finance for Fleet Bank and/or
Fleet Securities for 16 years. From 1993 through 2000, | served as Manager of
New England Investment Banking at Fleet Securities, Inc. Before joining Fleet, |
spent eight years in Rhode Island State Government, including four years as

Director of the Governor’s Policy Office under then Governor J. Joseph Garrahy.

Can you describe HilltopSecurities and the type of services it provides?

Since 1946, HilltopSecurities has served as financial advisor to many issuers such as
states, schools, cities, airports, hospitals, sports complexes, water and wastewater
authorities and districts and toll roads. Currently the firm serves more than 2,000
municipalities and agencies, including more than 400 in New England.
HilltopSecurities is a full-service investment bank that also underwrites municipal
securities and assists clients with structured products, arbitrage rebate

calculations, asset management and continuing disclosure.
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Maureen E. Gurghigian

City of Newport, Utilities Department,
Water Division

Division of Public Utilities and Carriers
Docket D-20-

Direct Testimony

Page 2 of 5

Can you please describe your duties at HilltopSecurities.

I provide financial advisory services to issuers of municipal debt, primarily in the
states of Rhode Island, Connecticut and Maine. Annually, | am involved in more
than twenty publicly offered bond and note issues. In addition, | have supervisory
responsibility for HilltopSecurities’ involvement with borrowings by numerous

public agencies and more than 25 Rhode Island agencies and municipalities. Our

office assists clients with the origination of an average of more than $800 million

in public financing issues each year.

Have you previously testified before the Rhode Island Public Utilities
Commission and the Rhode Island Division of Public Utilities and Carriers on rate
related matters?

Yes, | have provided testimony before the Public Utilities Commission and the
Division of Public Utilities and Carriers on behalf of the Woonsocket Water
Division, Pawtucket Water Supply Board, Providence Water Supply Board and the
City of Newport, Utilities Department, Water Division (“Newport Water”).

Please describe your role in this proceeding.

I am assisting Newport Water regarding a debt issuance through the Rhode Island
Infrastructure Bank (“RIIB”). Newport Water requested that | provide information
on the debt service requirements for the proposed borrowing and respond to

related questions.

Please discuss Newport Water’s financing plans.
As set forth in its Application For Borrowing Authority, Newport Water seeks

authority to borrow an amount not to exceed four million one hundred thirty one

B
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Maureen E. Gurghigian

City of Newport, Utilities Department,

Water Division

Division of Public Utilities and Carriers

Docket D-20-

Direct Testimony

Page 3 of 5

thousand dollars ($4,131,000) from the Rhode Island Infrastructure Bank Safe

Drinking Water State Revolving Fund (“DWSRF”) to finance distribution system
improvements. Ms. Forgue described these projects in her testimony, and | will

provide the financing details for these projects.

Can you explain the type of financing Newport Water seeks in its Application For
Borrowing Authority?

Yes. In accordance with the Safe Drinking Water Act Amendments of 1996, the
State of Rhode Island has created a Drinking Water State Revolving Fund
(“DWSRF”) administered by RIIB to provide financial assistance to water suppliers.
This fund uses federal capitalization grants and state matching funds to provide
subsidized (25% below market-rate) loans to water suppliers for qualifying projects
listed on the Project Priority List maintained by the Department of Health. The
DWSRF has provided a significant portion of the funding for Newport’s ongoing
capital program. RIIB receives capitalization grants from the federal government,
State matching funds and sells bonds in the public market and loans the proceeds
to its drinking water borrowers pursuant to loan agreements. Newport identified
the projects that will be funded by this loan in its capital program, and they are
listed on the Rhode Island Department of Health’s Project Priority List. Therefore,

the projects qualify for a subsidized DWSRF loan through RIIB.

Q: What it is the term of this borrowing and the applicable interest rate?

A.

The term is approximately twenty years. Once Newport fully draws down the
construction funds, it will have twenty years to repay the loan. The full term
including the construction period is not expected to exceed twenty three years.

Based on current market conditions, we anticipate the loan will not exceed a
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Maureen E. Gurghigian

City of Newport, Utilities Department,
Water Division

Division of Public Utilities and Carriers
Docket D-20-

Direct Testimony

Page 4 of 5

market rate of 3.11%, which would result in a subsidized rate of approximately
2.16%. For the purpose of Division approval, we recommend a not-to-exceed
market rate of 3.35% to allow for market rate fluctuation, and a not-to-exceed

subsidized rate of 2.40%.

Q: How will the funds from this borrowing be disbursed?

A:  Approximately $3,775,000 will be available for project funds; approximately
$275,000 will be set aside in the debt service reserve fund; and, approximately
$81,000 is allocated for costs of issuance, including rating agency fees, bond

counsel, financial advisor and trustee fees, and RIIB origination fee.

Q:  What are the applicable schedules and deadlines for this financing?
A:  This borrowing is expected to price in May. RIIB requires that all borrower
approvals be in place prior to pricing loans. If the Division issues an Order in April,

Newport Water will be able to meet RIIB's deadlines.

Q: What is the projected debt service schedule for the proposed borrowing?
A. The projected debt service is set forth in Schedule MG-1. Newport’s annual debt
service will increase by approximately $274,000 including RIIB annual fees per year

for the borrowing.

While Schedule MG-1 projects the new borrowing’s impact, it is subject to change
based on actual construction costs, draw schedule and prevailing interest rates at

the time of borrowing.

3
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A.

Q:

Maureen E. Gurghigian

City of Newport, Utilities Department,
Water Division

Division of Public Utilities and Carriers
Docket D-20-

Direct Testimony

Page 50of 5

Have any other documents been submitted in this filing?

Yes, Newport Water has included the following documents in the in the Appendix
to this filing:

1. Capitalization Schedule;

2. Newport Water Revenue Bond Trust Indenture;

3. Draft of the Seventh Supplemental Indenture; and

4. Draft of the Loan Agreement with RIIB.

Can you please describe the rate impact of the financing.
As set forth in Harold J. Smith’s testimony, Newport Water’s rates appear to be

sufficient to provide for payment and coverage on this borrowing.

Are there any unusual features of the borrowing that may have a significant
impact on the Division’s ability to regulate Newport Water?

No, to the best of my knowledge, there are not.

Does this complete your testimony?

Yes it does.



MG-1

Rhode Island Infrastructure Bank
Safe Drinking Water SRF Program - Newport Water Loan
Preliminary Pricing as of 1/24/2020 + 75bps

Loan Debt Service
Newport Water- $4.131M DWSRF Loan (A Rated, Revenue Pledge)

Net Total Annual
Loan (N Fees @ Total Fees Net Debt Net Debt
Date Principal Rate Interest 0.300% & Interest Service Service & Fees
05/27/20 -
09/01/20 1,000.00 1.260% 2,185.19 341.44 2,526.63 3.526.63 3,526.63
03/01/21 - - 14,638.44 2,271.64 16,810.08 16,810.08 -
09/01/21 182,000.00 1.260% 25,328.84 3,957.64 29,286.48 211,286.48 228,096.55
03/01/22 - - 36,901.22 5,765.82 42,667.04 42,667.04 -
09/01/22 185,000.00 1.330% 38,521.30 6,922.00 44,443.30 229,443.30 272,110.34
03/01/23 - - 37,291.056 5,644.50 42,935.55 42,935.55 -
09/01/23 188,000.00 1.370% 37,291.05 5,644.50 42,935.55 230,935.55 273,871.10
03/01/24 - - 36,003.25 5,362.50 41,365.756 41,365.75 -
09/01/24 191,000.00 1.420% 36,003.25 5,362.50 41,365.75 232,365.75 273,731.50
03/01/25 - - 34,647.15 5,076.00 39,723.15 39,723.15 -
09/01/25 194,000.00 1.450% 34,647.15 5,076.00 39,723.15 233,723.15 273,446.30
03/01/26 - - 33,240.65 4,785.00 38,025.65 38,025.65 -
09/01/26 198,000.00 1.490% 33,240.65 4,785.00 38,025.65 236,025.65 274,051.30
03/01/27 - - 31,765.55 4,488.00 36,253.55 36,253.556 -
09/01/27 201,000.00 1.580% 31,765.55 4,488.00 36,253.55 237,253.55 273,507.10
03/01/28 - - 30,167.60 4,186.50 34,354.10 34,354.10 -
09/01/28 205,000.00 1.650% 30,167.60 4,186.50 34,354.10 239,354.10 273,708.20
03/01/29 - - 28,476.35 3,879.00 32,355.35 32,355.35 -
09/01/29 209,000.00 1.580% 28,476.35 3,879.00 32,355.35 241,356.35 273,710.70
03/01/30 - - 26,825.25 3,565.50 30,380.75 30,390.75 -
09/01/30 213,000.00 1.690% 26,825.25 3,565.50 30,390.76 243,390.75 273,781.50
03/01/31 - - 25,025.40 3,246.00 28,271.40 28,271.40 -
09/01/31 217,000.00 1.960% 25,025.40 3,246.00 28,271.40 245,271.40 273,542.80
03/01/32 - - 22,898.80 2,920.50 25,819.30 25,819.30 -
09/01/32 222,000.00 2.090% 22,898.80 2,920.50 25,819.30 247,819.30 273,638.60
03/01/33 - - 20,578.90 2,587.50 23,166.40 23,166.40 -
09/01/33 228,000.00 2.190% 20,578.90 2,587.50 23,166.40 251,166.40 274,332.80
03/01/34 - - 18,082.30 2,245.50 20,327.80 20,327.80 -
09/01/34 233,000.00 2.260% 18,082.30 2,245.50 20,327.80 253,327.80 273,655.60
03/01/35 - - 15,449.40 1,896.00 17,345.40 17,345.40 -
09/01/35 239,000.00 2.350% 15,449.40 1,896.00 17,345.40 256,345.40 273,680.80
03/01/36 - - 12,641.15 1,537.50 14,178.65 14,178.65 -
09/01/36 246,000.00 2.400% 12,641.15 1,637.50 14,178.65 260,178.65 274,357.30
03/01/37 - - 9,689.15 1,168.50 10,857.65 10,857.65 -
09/01/37 252,000.00 2.440% 9,689.15 1,168.50 10,857.65 262,857.65 273,715.30
03/01/38 - - 6,614.75 790.50 7,405.25 7.405.25 -
09/01/38 259,000.00 2.490% 6,614.75 790.50 7.405.25 266,405.25 273,810.50
03/01/39 - - 3,390.20 402.00 3,792.20 3,792.20 -
09/01/39 268,000.00 2.530% 3,390.20 402.00 3,792.20 271,792.20 275,584.40
4,131,000.00 903,048.79 125820.53  1,028,869.32  5,159,869.32  5,159.869.32

(1) Interest during construction is calculated based on the timing of expected draws and the overall weighted average loan rate of 1.920%.

HilltopSecurities | RIIB - DW2020 Preliminary Numbers (Newport Water) 1.24.2020.xIsm

1/24/2020 | Page §
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of
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Harold J. Smith

City of Newport, Utilities Department,
Water Division

Division of Public Utilities and Carriers
Docket D-20-

Direct Testimony

Page1of3

Q. Please state your name and business address.
A. My name is Harold J. Smith and my business address is 227 West Trade Street,
Charlotte, North Carolina 28202.

Q. By whom are you employed and in what capacity.

A. | am a Vice President of Raftelis Financial Consultants, Inc. (RFC), a consulting firm
specializing in the areas of water and wastewater finance and pricing. RFC was
established in 1993 in Charlotte, North Carolina, by George A. Raftelis to provide
environmental and management consulting services to public and private sector clients.
RFC is a national leader in the development of water and wastewater rates that satisfy

local government objectives.

Q. Please describe your educational background and work experience.
A. | obtained a Master of Business Administration from Wake Forest University in 1997
and a Bachelor of Science in Natural Resources from the University of the South in 1987.
As an employee of Raftelis Financial Consultants, | have been involved in numerous
projects for public utilities including a number of studies involving transition to new rate
structures designed to address specific pricing objectives. | have also served on
engagements involving a wide range of technical specialties including:

e Utility Cost of Service and Rate Structure Studies

e Privatization Feasibility Studies

e Privatization Procurements

e Utility Financial Planning Studies

e Municipal Financial Planning Studies
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Harold J. Smith

City of Newport, Utilities Department,
Water Division

Division of Public Utilities and Carriers
Docket D-20-

Direct Testimony

Page 2 of 3

Q. Have you previously testified before any regulatory agencies or in court on utility
rate related matters?

A. Yes. | provided testimony for the City of Newport, Utilities Division, Water
Department (“Newport Water”) in nine previous rate filings (Docket Nos. 3578,
3675, 3818, 4025, 4128, 4243, 4355, 4595 and 4933) with the Rhode Island Public
Utilities Commission (PUC or Commission). | have also provided testimony in the
Providence Water Supply Board’s most recent rate filings with the Commission
(Docket Nos. 3832, 4061, 4070, 4406, 4571, 4618 and 4994), and | testified on behalf
of the Narragansett Bay Commission in their pending application to increase rates
before the Commission (Docket 4890). | have also provided testimony on behalf of
the Pittsburgh Water and Sewer Authority before the Pennsylvania Public Utility
Commission (Docket Nos. R-2018-3002645 and R-2018-3002647) and | have testified
on behalf of the Consumer Advocate before the Nova Scotia Utility and Review
Board (W-HRWC-R-10) and on behalf of Cecil County, Maryland before the Maryland
Public Service Commission (MPSC) in MPSC Case No. 9190.

Q. Do you belong to any professional organizations or committees?
A. Yes. | am a member of the American Water Works Association where | am the past

Chairman of the Strategic Management Practices Committee.

Q Please describe your role in this proceeding?

A. | am testifying in support of Newport Water’s Application For Borrowing Authority.
Newport Water seeks approval to obtain financing not to exceed four million one
hundred and thirty-one thousand dollars (54,131,000) from the Rhode Island
Infrastructure Bank Safe Drinking Water State Revolving Fund to finance distribution

system improvements.
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Harold J. Smith

City of Newport, Utilities Department,
Water Division

Division of Public Utilities and Carriers
Docket D-20-

Direct Testimony

Page 3 of 3

Q. Will Newport Water’s request to borrow four million one hundred and thirty-one

thousand dollars ($4,131,000) have any immediate ratepayer impact?

A. No. Based on the debt service schedule attached to Ms. Gurghigian’s testimony, and

assuming the interest rates provided in her testimony, the combination of the

Newport’s current debt service funding, debt service stabilization, and IFR funding,

approved by the Rhode Island Public Utilities Commission will sufficiently cover

Newport’s existing debt obligations, the proposed borrowing, as well as the coverage

requirements.

Q. Does this conclude your testimony?

A. Yes it does.
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City of Newport

Water Department Capitalization Schedule

as of December 31, 2019

Maturity Balances Pro-Forma

Long-Term Debt Interest Rate Date 12/31/19 Amount
RIIB Series 2007A 2.78% - 3.22% 09/01/27 1,457,000 1,457,000
RIIB Series 2008A 2.08% - 3.63% 09/01/29 3,472,000 3,472,000
RIIB Series 2009A (3) 1.01% - 3.54% 09/01/30 2,090,000 2,090,000
RIIB 2011 Conduit Bonds 3.40% 06/03/28 3,426,037 3,426,037
RIIB 2012 Series A (3) 0.94% - 3.61% 09/01/33 40,171,000 40,171,000
RIIB 2013 Series A (3) 0.37% - 2.92% 09/01/34 24,589,000 24,589,000
Proposed Infrastructure Bonds 0.9% - 4.5% 09/01/40 4,131,000

Total Bonds 75,205,037 79,336,037
Capital Leases - -

Total Capitalization 75,205,037 79,336,037
Total Assets (1) (2) 149,120,877 153,251,877
Debt/Total Assets 50.43% 51.77%
Net Capital Assets (1) 130,786,026 134,917,026
Debt/Net Capital Assets 57.50% 58.80%

(1) From CAFR as of June 30, 2019

(2) Pro-Forma Assets include $4,131,000, which represents assets to be constructed with proceeds from

proposed bonds

(3) ARRA and Green Principal Forgiveness amounts are not removed
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TRUST INDENTURE

THIS TRUST INDENTURE (the "Indenture") dated March 7, 2007 is made by and
between the CITY OF NEWPORT, RHODE ISLAND (the "City" or "Issuer"), a municipal
corporation organized and existing under the laws of the State of Rhode Island, and WELLS
FARGO BANK, N.A,, as trustee (the "Trustee"), duly organized and validly existing under the
laws of the United States and authorized to exercise corporate trust powers:

WHEREAS, pursuant to the Act (defined below), the City is authorized to issue its
revenue bonds, for the purpose of financing the Cost of Projects within the meaning of the Act
and as defined below; and

WHEREAS, the City intends to issue its revenue bonds, potentially in several series (each
a "Series of Bonds"), to provide funds to the City to finance, among other things, the Cost of
Projects; and

WHEREAS, the City has determined that, in the issuance and sale of the Bonds, it will be
acting to further the public purposes of the Act; and

WHEREAS, each Series of Bonds will be issued pursuant to a Supplemental Indenture
which will provide for the terms of such Series of Bonds; and

WHEREAS, all things necessary to make the Bonds, when issued, executed and delivered
by the City and authenticated by the Trustee, to the extent required pursuant to this Indenture, the
valid, binding and legal special obligations of the City, and to constitute this Indenture as a valid
assignment and pledge of the revenues herein pledged to the payment of the Principal Amount
and Redemption Price of, if any, and interest on the Bonds and a valid assignment and pledge of
certain rights of the City has been done and performed, and the creation, execution and delivery
of this Indenture, and the execution, issuance and delivery of the Bonds, subject to the terms
hereof, have in all respects been duly authorized;

NOW, THEREFORE, THIS INDENTURE WITNESSETH, that to secure the payment of
Principal Amount and Redemption Price of, if any, and interest on the Bonds according to their
true intent and meaning, and all other amounts due from time to time under this Indenture,
including those due to the Trustee, to secure the performance and observance of all of the
covenants, agreements, obligations and conditions contained in the Bonds and in this Indenture,
and to declare the terms and conditions upon and subject to which the Bonds are and are intended
to be issued, held, secured and enforced and in consideration of the premises and the acceptance
by the Trustee of the trusts created herein and of the purchase and acceptance of the Bonds by the
Bondholders and for other good and valuable consideration, the receipt of which is
acknowledged, the City has executed and delivered this Indenture and absolutely and irrevocably
pledges and assigns to the Trustee and to its successors in trust, on the basis set forth herein, and



its and their assigns, all right, title and interest of the City in and to the Trust Estate as defined in
Article I;

TO HAVE AND TO HOLD unto the Trustee and its successors in trust and its and their
assigns forever;

BUT IN TRUST, NEVERTHELESS, and subject to the provisions hereof,

(a)  for the equal and proportionate benefit, security and protection of all
Bonds,

(b)  for the enforcement of the payment of the Principal Amount and
Redemption Price of, if any, and interest on the Bonds, and all other amounts due from
time to time under this Indenture, including those due to the Trustee, when payable,
according to the true intent and meaning thereof and of this Indenture, and

()  to secure the performance and observance of and compliance with the
covenants, agreements, obligations, terms and conditions of this Indenture,

in each case, without preference, priority or distinction, as to lien or otherwise except as provided
herein, of any one Bond over any other by reason of designation, number, date of the Bonds or of
authorization, issuance, sale, execution, authentication, delivery or maturity thercof, or otherwise,
so that each Bond and all Bonds shall have the same right, lien and privilege under this Indenture
and shall be secured equally and proportionately by this Indenture, it being intended that the lien
and security of this Indenture shall take effect from the date hereof, without regard to the date of
the actual issue, sale or disposition of the Bonds, as though upon that date all of the Bonds were
actually issued, sold and delivered to purchasers for value; provided, however, that, upon
satisfaction of and in accordance with the provisions of Article XI, the rights assigned hereby
shall cease, determine and be void to the extent described therein; otherwise, such rights shall be
and remain in full force and effect;

PROVIDED, FURTHER, that the pledge of the right, title and interest of the City in and
to the Trust Estate is given subject to the right of the City to issue additional bonds secured on a
parity basis with the Bonds by the Trust Estate; and

IT IS DECLARED that all Bonds issued under and secured by this Indenture are to be
issued, authenticated and delivered, and that all Revenues (defined herein) assigned or pledged
hereby are to be dealt with and disposed of under, upon and subject to, the terms, conditions,
stipulations, covenants, agreements, obligations, trusts, uses and purposes provided in this
Indenture; and the City has agreed and covenanted, and agrees and covenants with the Trustee
and with each and all Bondholders, as follows:

1 ]

-}

1

I I |

3

3

3



ARTICLE I
DEFINITIONS

Section 101. Definitions. In this Indenture, unless a different meaning clearly appears
from the context:

"Accrued Benefits Buyout" shall mean the account in the Operating Fund so designated
and created pursuant to Section 505;

"Act" shall mean the applicable provisions of Chapter 12.8 of Title 46 of the General
Laws of Rhode Island (1956) as amended from time to time and any other statute now or
hereafter enacted, which by its general or specific terms authorizes the City to issue debt to
finance the System or otherwise affects the terms of such debt;

"Additional Security" shall have the meaning given such term in Section 207 hereof;

"Advance-Refunded Municipal Bonds" shall mean obligations the interest on which is
excluded from gross income for purposes of federal income taxation that have been advance-
refunded prior to their maturity and that are fully and irrevocably secured as to principal and
interest by obligations described in clause (i) of the definition of Permitted Investments and that
are rated in the highest rating category by each rating agency rating such obligations;

"Agency" means the Rhode Island Clean Water Finance Agency established pursuant to
Chapter 12.2 of Title 46 of the General Laws of Rhode Island (1956) as amended;

"Agency Bonds" shall mean any Series of Bonds issued pursuant to Section 203(1)(v) of
this Indenture;

"Agency Loan Agreement" shall mean any loan agreement between the Agency and the
City pertaining to a loan made to the City pursuant to Chapter 12.8 of the General Laws of Rhode
Island (1956), as amended, and any bond purchase agreement between the Agency and the City
relating to the purchase of Bonds issued pursuant hereto by the Agency in accordance with said
Chapter 12.8 of Title 46;

"Annual Budget" shall have the meaning given such term in Section 608 hereof;
"Authorized Officer" shall mean the Finance Director of the City with the approval of the

Mayor of the City and, when used in reference to an act or document, shall also mean any other
person authorized by resolution of the City Council to perform such act or sign such document;



"Authenticating Agent" shall mean, for the Bonds of a Series or any portion thereof, the
Trustee and, where authorized by the applicable Supplemental Indenture, the Paying Agent or
Paying Agents for the Bonds of such Series;

"Bond" or "Bonds" shall mean any of the Water System Revenue Bonds of the City
authenticated and delivered under the Indenture (and, unless expressly stated to the contrary,
shall not include Subordinated Bonds; provided that the provisions of Article III, Article IV,
Article VIII, Article IX, Article XI and Article XII shall be applicable to Subordinated Bonds);

"Bondholder" or "Holder" or any similar term, when used with reference to a Bond or a
Subordinated Bond, shall mean the registered owner of the Bond or the Subordinated Bond,
respectively;

"Business Day" shall mean any day other than a Saturday, a Sunday or any other day on
which any Fiduciary is authorized or required by law to be closed for business;

"Capital Improvements" shall mean extensions, improvements, enlargements,
betterments, alterations, renewals and replacements of the System (including land, equipment
and other real or personal properties), which (i) are used or useful in connection with the System
or any part thereof and (ii) are properly chargeable (whether or not so charged by the City), under
generally accepted accounting principles, as additions to capital accounts;

"Capital Improvements Budget" shall mean a capital budget for each Fiscal Year which
identifies the Capital Improvements to the System to be undertaken by the City during such
Fiscal Year, the nature of the work, the estimated completion date of each Capital Improvement,
the estimated Costs expected to be expended therefor in such Fiscal Year, and estimated
disbursements from any Project Account or Capital Improvements Account in the Project Fund
and, to the extent provided by the City, any other fund or account under or outside the Indenture,
as well as the sources of moneys projected to be available to pay such estimated Costs in such
Fiscal Year;

"Capitalized Interest Account" shall mean the account, if any, in the Debt Service Fund so
designated and created pursuant to Section 506;

"Certified Public Accountant" shall mean an independent certified public accountant or
firm of accountants selected by the City and reasonably acceptable to the Agency;

"Chemicals Account" shall mean the account in the Operating Fund so designated and
created pursuant to Section 505;

"City" shall mean the City of Newport, Rhode Island or any body, agency, political
subdivision, or instrumentality of the State or the City of Newport which shall hereafter assume
ownership or control of the System;
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"City Council" shall mean the City Council of Newport, provided that if the City Council
shall have by resolution authorized an Authorized Officer to perform an act or sign a document,
with respect to such act or signature "City Council" shall also mean such Authorized Officer and
provided further that with respect to any successor body, agency, political subdivision or other
instrumentality which shall hereafter own or control the System, "City Council" shall mean the
governing body of such successor entity;

"City Loan Repayment Account” shall mean the account in the Debt Service Fund so
designated and created pursuant to Section 502;

"Corporation Counsel" shall mean the City Solicitor of the City or any other attorney so
designated by an Authorized Officer;

"Compound Interest Bonds" shall have the meaning given such term in Section 203(5)
hereof;

"Consulting Engineer" shall mean an independent consultant or engineer or firm of
consultants or engineers having a national reputation for expertise in such matters with respect to
properties similar to those of the System selected by the City and reasonably acceptable to the
Trustee; provided that for the purposes of Section 503(3) the Consulting Engineer may be an
engineer regularly in the employ of the City;

"Cost" as applied to any approved Project, means any or all costs, whenever incurred, of
planning, designing, acquiring, constructing, and carrying out and placing the Project in
operation, including, without limiting the generality of the foregoing, amounts for the following:
planning, design, acquisition, construction, expansion, improvement and rehabilitation of
facilities; acquisition of real or personal property; demolitions and relocations; labor, materials,
machinery and equipment; services of architects, engineers, and environmental and financial
experts and other consultants; feasibility studies, plans, specifications, and surveys; interest prior
to and during the carrying out of any Project and for a reasonable period thereafter; reserves for
debt service or other capital or current expenses; costs of issuance of local governmental
obligations issued to finance the obligations including, without limitation, fees, charges, and
expenses and costs of the Agency relating to the loan evidenced thereby, fees of trustees and
other depositories, legal and auditing fees, premiums and fees for insurance, letters or lines of
credit or other credit facilities securing local governmental obligations and other costs, fees, and
charges in connection with the foregoing; and working capital, administrative expenses, legal
expenses, and other expenses necessary or incidental to the aforesaid, to the financing of a
Project and to the issuance therefor of local government obligations under the provisions of the
Act, and shall include any item of cost, as may be permitted by the Act, as amended from time to
time.

"Costs of Issuance” shall mean all items of expense directly or indirectly payable or
reimbursable by or to the City and related to the authorization, sale and issuance of Bonds or
Subordinated Bonds, including but not limited to printing costs, costs of preparation and
reproduction of documents, filing and recording fees, initial fees and charges of the Fiduciaries,
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legal fees and charges, fees and disbursements of consultants and professionals, initial fees and
charges for Reserve Deposits, and any other cost, charge or fee in connection with the original
issuance of Bonds;

"Counsel's Opinion" shall mean an opinion signed by an attorney or firm of attorneys
selected by the City and not unsatisfactory to the Trustee;

"Debt Service Assistance" shall mean any money received by or on behalf of the City
under or pursuant to any agreement or on account of a grant or contribution, heretofore or
hereafter made, in aid of, with respect to, or on account of debt service on debt incurred with
respect to the System excluding any interest subsidies received from the Agency on account of
any of its leveraged loan programs;

"Debt Service Assistance Account” shall mean the account in the Debt Service Fund so
designated and created pursuant to Section 502;

"Debt Service Fund" shall mean the fund so designated created by Section 502;

"Debt Service Fund Requirement" shall mean, as of any particular date of computation,
the amount of money obtained by (i) aggregating the several sums, computed with respect to the
Bonds of each Series Outstanding, of (A) any unpaid interest due on such Bonds at or before said
date and all interest on such Bonds accrued but not due at said date, (B) the Principal Amount of
any such Bonds matured and unpaid at or before said date, and (C) with respect to any Principal
Installment of any Bonds not included in (B) above, but payable on the next succeeding Principal
Installment payment date other than by reason of acceleration or redemption at the option of the
City or the Holder of any Bonds, that portion of such Principal Installment determined by
multiplying such Principal Installment by a fraction, the numerator of which shall be the number
of days elapsed from and including the immediately preceding Principal Installment payment
date, or if there be no such date with respect to such Bonds, the date of issuance thereof, to the
date of such calculation and the denominator of which shall be the number of days from and
including the immediately preceding Principal Installment payment date, or if there be no such
date with respect to such Bonds, the date of issuance thereof, to such next succeeding Principal
Installment payment date and (ii) deducting amounts on deposit in the Debt Service Assistance
Account available to make such payments on such Bonds; provided, that for purposes of any
such computation, the Principal Installments of and interest on the Bonds in any period shall, in
the case of any Series of Agency Bonds, be limited to the Required Debt Service Fund Deposits
set forth for such period in the applicable Supplemental Indenture;

"Debt Service Requirement" shall mean, for any period of calculation, (i) all interest
payable on all Bonds Outstanding during such period, plus (ii) the Principal Installment or
Installments payable on such Bonds during such period, less (iii) amounts available to pay
Principal Installments and interest becoming due in such Fiscal Year on Bonds Outstanding as of
the first day of such Fiscal Year, including but not limited to (A) amounts on deposit in the Debt
Service Assistance Account or Debt Service Assistance certified by an Authorized Officer of the
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City as reasonably expected to be received and deposited to the Debt Service Assistance Account
on or before the last day of the Fiscal Year during which the applicable Debt Service
Requirement calculation is to be made if such Debt Service Assistance has been appropriated by
the applicable governmental entity, if any, or is payable pursuant to an agreement constituting a
valid general obligation of the grantor, (B) amounts on deposit in the Stabilization Account and
(C) the amount, if any, of Bond proceeds available or projected to be available to pay Principal
Installments and interest becoming due in such Fiscal Year on Bonds Outstanding; provided that
the interest and Principal Installments payable on any Series of Agency Bonds during such period
shall be limited to the Required Debt Service Fund Deposits for such period set forth in the
applicable Supplemental Indenture; and provided, further, for purposes of demonstrating
compliance with Section 603(2) (as contemplated by Section 603(4)) hereof, that the amount of
Debt Service Assistance deducted from such calculation pursuant to clause (iii) above shall
include only Debt Service Assistance actually received by the City during or on account of such
period and deposited in the Debt Service Assistance Account or amounts in anticipation thereof
transferred from the Revenue Fund or from general funds of the City and deposited in such
account;

"Debt Service Reserve Fund" shall mean the fund so designated created by Section 502;

"Debt Service Reserve Fund Requirement” shall mean, with respect to any Series of
Bonds, as of any particular date of computation, an amount of cash, Permitted Investments or
Reserve Deposits, or any combination of the foregoing, equal to the lesser of (i) the maximum
aggregate Debt Service Requirement on a Series of Bonds in any current or future fiscal year or
other appropriate twelve month period on such Series of Bonds; (i) 125% of the average annual
Debt Service Requirement on a Series of Bonds in any current or future fiscal year or other
appropriate twelve month period, and (iii) 10% of the Outstanding Principal Amount of such
Series of Bonds. For purposes of this computation, the amount of anticipated loan subsidies to
be paid by the Agency on account of a Series of Bonds in such years shall be deducted from the
calculation of Debt Service Requirement with respect to each Series of Bonds;

"Depository" shall mean any bank or trust company selected in accordance with Section
803 hereof as a depository of moneys to be held under the provisions of this Indenture, and may
include the Trustee;

"Discount Bonds" shall have the meaning given such term in Section 203(3) hereof;

“Electricity Account" shall mean the account in the Operating Fund so designated and
created pursuant to Section 505;

"Fiduciary" shall mean the Trustee, any Paying Agent, any Depository or any
Authenticating Agent;



"Fiscal Year" shall mean the period beginning on July 1 of any calendar year and ending
on June 30 of the next succeeding calendar year or such other period of twelve calendar months
as may be authorized as the fiscal year of the City;

"Fixed-Rate Bonds" shall have the meaning given such term in Section 203(2) hereof;
"General Fund" shall mean the general fund of the City;

The terms "herein", and "hereunder"”, "hereby", "hereof ", and any similar terms, refer to
the Indenture as a whole; the term "heretofore"” shall mean before the effective date of the
Indenture, and the term "thereafter” shall mean after the effective date of the Indenture;

"Indenture" shall mean this Trust Indenture as the same may be amended or supplemented
in accordance herewith;

“Insurance Reserve Fund" shall mean the fund so designated created pursuant to Section
502;

"Insurance Reserve Fund Requirement" shall have the meaning given to such term in
Section 606;

"Net Revenues" shall mean, for any period of computation, (i) all Revenues (excluding
Debt Service Assistance deposited in the Debt Service Assistance Account and any proceeds of
insurance, condemnation or the sale or other disposition of any part of the System deposited in
the Revenue Fund during such period, but including unrestricted fund balance on the books of
the System) received by the City during such period and deposited in the Revenue Fund, plus
(ii) monies withdrawn from the Stabilization Account and transferred from the Stabilization
Account in accordance with Section 506 less (iii) all amounts withdrawn from the Revenue Fund
during such period and (a) deposited in the Operating Fund or (b) required to be deposited in the
Debt Service Reserve Fund during such period;

"Operating Fund" shall mean the fund so designated created by Section 502;

"Operating Expenses" shall mean any expenses incurred by or for the account of the City
or reimbursable by or to the City for operation, maintenance and repair of the System including,
without limiting the generality of the foregoing, administrative expenses, financial, legal and
auditing expenses, insurance premiums, payments on claims against the City, to the extent
monies are unavailable therefor in the Insurance Reserve Fund or to the extent such claims shall
fall within such reasonable deductible limits as may be determined by the City, if any, payments
of rates, assessments or other charges to the City with respect to the System, legal and
engineering expenses relating to operation and maintenance, payments and reserves for pension,
retirement, health, hospitalization and sick leave benefits for City employees allocable to the
System and any other similar expenses required to be paid by the City, all to the extent properly
and directly attributable to the System, and the expenses, liabilities and compensation of the
Fiduciaries required to be paid under the Indenture, but does not include the Cost of any Capital
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Improvement or any provision for interest, depreciation, amortization or similar charges on any
indebtedness except for (i) interest paid on notes, and renewals thereof, issued in accordance with
Section 607(2) (to the extent not included in the Cost of any Project), (ii) payments made with
respect to any indebtedness represented by leases, mortgages, security interests and other
encumbrances permitted by Section 604(3) and (iii) payments made on account of any general
obligation indebtedness of the City issued for the benefit of the System;

"Operation and Maintenance Reserve Fund" shall mean the fund so designated and
created by Section 502;

"Operation and Maintenance Reserve Fund Requirement" shall have the meaning given to
the term in Section 608;

"Outstanding", when used with reference to Bonds or Subordinated Bonds, shall mean as
of any particular date, all Bonds or Subordinated Bonds theretofore and thereupon being
authenticated and delivered except (1) any Bond or Subordinated Bond canceled by the Trustee,
or proven to the satisfaction of the Trustee to have been canceled by the City or by any other
Fiduciary, at or before said date, (2) any Bond or Subordinated Bond for the payment or
redemption of which moneys equal to the Principal Amount or Redemption Price thereof, as the
case may be, with interest to the maturity or redemption date, shall have theretofore been
deposited with the Trustee in trust (whether upon or prior to maturity or the redemption date of
such Bond or Subordinated Bond) and, except in the case of a Bond or Subordinated Bond to be
paid at maturity, of which notice of redemption shall have been given or provided for in
accordance with Article IV, (3) any Bond or Subordinated Bond in lieu of or in substitution for
which another Bond shall have been delivered pursuant to Article III, Section 406 or Section
1006, and (4) any Bond or Subordinated Bond deemed to have been paid as provided in Section
1101;

"Paying Agent" shall mean any paying agent or co-paying agent for Bonds or
Subordinated Bonds of any Series appointed pursuant to the Indenture or an applicable
Supplemental Indenture and its successor or successors and any other corporation which may at
any time be substituted in its place pursuant to the Indenture;

"Permitted Investments" except as provided in any Supplemental Indenture shall mean
and include any of the following securities, if and to the extent the same are at the time legal for
investment of the funds held pursuant to this Indenture:

@) any bonds or other obligations which as to principal and interest constitute direct
obligations of;, or are unconditionally guaranteed by, the United States of America,
including obligations of any Federal agency or corporation which has been or may
hereafter be created pursuant to an act of Congress as an agency or instrumentality
of the United States of America to the extent unconditionally guaranteed by the
United States of America, and any certificates or receipts representing direct
ownership of future interest or principal payments in such bonds or other
obligations;
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(ii)

(ii)

(iv)

)

(vi)

(vii)

public housing bonds issued by public agencies or municipalities and fully
guaranteed as to the payment of both principal and interest by the United States of
America; temporary notes, preliminary loan notes or project notes issued by
public agencies or municipalities, in each case fully secured as to the timely
payment of both principal and interest by a requisition or payment agreement with
the United States of America, or obligations issued by any state or any public
agencies or municipalities which at the time of purchase are rated in either of the
two highest rating categories by each Rating Agency then maintaining a rating on
such obligations;

direct and general obligations of any state of the United States to the payment of
the principal of and interest on which the full faith and credit of such state is
pledged, and direct and general obligations of any political subdivision of any
such state to the payment of which the full faith and credit and unlimited ad
valorem taxing power of such political subdivision is pledged, provided that at the
time of their purchase under the Indenture such obligations are rated in either of
the two highest rating categories by a nationally recognized bond rating agency;

commercial paper rated in the highest category by each Rating Agency then
maintaining a rating on such commercial paper;

investments in a money market fund or other fund the investments of which
consist exclusively of obligations described in clause (i) above;

bank time deposits evidenced by certificates of deposit issued by banks or savings
and loan institutions (which may include any Fiduciary) having at the time of
purchase a combined capital and surplus of not less than $50,000,000 which are
members of the Federal Deposit Insurance Corporation; provided that any such
time deposits in excess of applicable federally insured limits are fully secured by
obligations described in clause (i) above, which such obligations at all times have
a market value (exclusive of accrued interest) at least equal to such bank time
deposits so secured, including interest;

repurchase agreements relating to securities of the type specified in clause (i)
above with banks or trust companies having a combined capital and surplus of not
less than $50,000,000 or with government bond dealers reporting to, trading with,
and recognized as a primary dealer by, the Federal Reserve Bank of New York;
provided that the market value of such securities is at the time of entering into
such agreement at least one hundred three percent (103%) of the repurchase price
specified in the agreement; and provided further that such securities are delivered
to or held by the Trustee or a depository satisfactory to the Trustee in such manner
as may be required to provide a perfected security interest in such securities;
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(viii) investment contracts with, or guaranteed by, banks or other financial institutions
whose long-term unsecured debt or claims-paying ability at the time of purchase is
rated in one of the three highest rating categories for such debt or claims-paying
ability by each Rating Agency then maintaining a rating on such banks or other
financial institutions;

(ix)  bonds, notes or other evidences of indebtedness issued or guaranteed by the
Federal Banks for Cooperatives, Federal Intermediate Credit Bank, Federal Home
Loan Mortgage Corporation, Federal Home Loan Bank System, Federal Land
Banks, Export-Import Bank of the United States, Federal National Mortgage
Association, Government National Mortgage Association or any agency or
Instrumentality of or corporation wholly owned by the United States of America;
and

(x)  Advance-Refunded Municipal Bonds.

"Principal Amount," with respect to any Bond or Subordinated Bond, shall mean the
stated principal thereon or such other amount payable on any Compound Interest Bond or
Discount Bond designated as the Principal Amount thereof pursuant to the applicable
Supplemental Indenture;

"Principal Installment" shall mean, as of any particular date of computation and with
respect to Bonds or Subordinated Bonds of a particular Series, an amount of money equal to the
aggregate of (i) the Principal Amount of Outstanding Bonds or Subordinated Bonds of said
Series which mature on such date, reduced by the aggregate Principal Amount of such
Outstanding Bonds or Subordinated Bonds which would at or before said date be retired by
reason of the payment when due and application in accordance with the Indenture of Sinking
Fund Payments payable at or before said date for the retirement of such Outstanding Bonds or
Subordinated Bonds, plus (ii) the amount of any Sinking Fund Payment payable on said date for
the retirement of any Outstanding Bonds or Subordinated Bonds of said Series;

"Principal Office," when used with respect to a Fiduciary, shall mean the office where
such Fiduciary maintains its principal office or, where different, its principal corporate trust
office;

"Project" shall mean a Capital Improvement, all or a portion of the Cost of which is
financed by Bonds;

"Project Account” shall mean one of the accounts so designated in the Project Fund
created by Section 503;

"Project Fund" shall mean the fund so designated created by Section 502;
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"Public Utilities Commission” shall mean the Public Utilities Commission of the State
created pursuant to Chapter 39-1 of the General Laws of Rhode Island, as amended from time to
time;

"Rate Case Account" shall mean the account in the Operating Fund designated and
created pursuant to Section 505;

"Rates and Charges" shall mean, except as otherwise expressly provided herein, all fees,
rates, rents, assessments and other charges established by or on behalf of the City for the services,
facilities and commodities furnished or supplied by it from the operation of the System;

"Rating Agency" shall mean Fitch, Moody's Investors Service or Standard & Poor's and
their respective successors and assigns and shall also include any other rating agency nationally
recognized for skill and expertise in rating the credit of obligations such as the Bonds or
Subordinated Bonds;

"Rebate Fund" shall mean the fund so designated in any Supplemental Indenture;
"Redemption Fund" shall mean the fund so designated created by Section 502;

"Redemption Price" shall mean, with respect to any Bond or Subordinated Bond or
portion thereof, the Principal Amount thereof or of such portion, or such other amount as may be

provided in the applicable Supplemental Indenture, plus the premium, if any, payable upon
redemption thereof;

"Refunding Bonds" shall mean any of the Bonds authorized by Section 205;

“Reimbursement Obligation" shall have the meaning given such term in Section 207;

"Required Debt Service Fund Deposits" shall mean, with respect to each Series of

Agency Bonds, the amounts so designated pursuant to Section 205(1)(ix) of this Indenture and
the applicable Supplemental Indenture;

"Reserve Deposits" shall mean one or more of the following:

@) irrevocable, unexpired letters of credit issued by banking institutions the senior
long-term debt obligations of which (or of the holding company of such banking
institution) have (at the time of issue of such letter of credit) a rating within the
two highest rating categories generally available to banking institutions by each
Rating Agency rating such debt without regard to any gradations within such
categories; or
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(i)  irrevocable and unconditional policies of insurance in full force and effect issued
by municipal bond insurers the obligations insured by which are eligible for a
rating at the time of issuance of such policies within the two highest rating
categories available to insurers generally issuing such insurance by each Rating
Agency rating such insurance without regard to any gradations within such
categories.

in each case providing for the payment of sums for the payment of Principal Installments and
interest on Bonds in the manner provided under Section 508;

"Retiree Health Insurance Account” shall mean the account in the Operating Fund so
designated and created pursuant to Section 505;

"Revenue Fund" shall mean the fund so designated created in accordance with Section
502;

"Revenues" shall mean and include (except as otherwise expressly provided herein) (i) all
income, fees, revenues, rates, receipts, assessments, rents, charges and other moneys, including
any unrestricted fund balance attributable to the operation of the System, (a) derived by the City
from its ownership and operation of the System (including collections by or on behalf of the City
on account of services and commodities furnished or supplied by the System prior to the
effective date of the Indenture) or (b) derived from any other source, to the extent such moneys
are deposited or required to be deposited to the Revenue Fund by the City from time to time
pursuant to a Supplemental Indenture (provided that any such moneys shall not be considered
Revenues for purposes of Section 603(2) of this Indenture unless at the time of the deposit
thereof to the Revenue Fund an Authorized Officer shall have submitted to the Trustee a
certificate designating such moneys as Revenues for such purpose) and (ii) all accounts,
receivables, general intangibles and contract or other rights to receive the Revenues described in
clause (i), whether existing at the effective date of the Indenture or thereafter coming into
existence and whether held by the City at the effective date of the Indenture or thereafter
acquired, and the proceeds thereof, including, without limiting the generality of the foregoing,
receipts from Rates and Charges and from the earnings on the investment of any moneys held
under the Indenture by the Trustee, a Depository or the City or remitted to the City by the Agency
(other than moneys held in the Rebate Fund and the Unrestricted Fund), receipts from fees, rates,
assessments and other charges to any political subdivision of the State for services or
commodities furnished or supplied by the System, proceeds of any grant or appropriation for or
on account of Operating Expenses received by the City from the United States or the State or
from any agency, instrumentality or political subdivision of either thereof, Debt Service
Assistance and except to the extent otherwise provided herein, proceeds of the sale or other
disposition of all or any part of the System and of insurance and condemnation awards received
with respect to the System or any part thereof, but not including any amounts not deemed
"Revenues" pursuant to Section 504(1) hereof;
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"Series" when used with respect to less than all of the Bonds or Subordinated Bonds,
shall mean or refer to all of the Bonds or Subordinated Bonds authenticated and delivered on
original issuance in a simultaneous transaction, regardless of variations in maturity, interest rate
or other provisions and may also mean, if appropriate, a lot or subseries of any Series if, for any
reason, the City should determine to divide any Series into two or more lots or subseries;

"Series Debt Service Reserve Fund Requirement" shall mean, as of any date of
calculation, the aggregate amount required to be deposited to the Debt Service Reserve Fund
pursuant to the Supplemental Indenture applicable to a particular Series of Bonds;

"Sinking Fund Payment" shall mean, as of any particular date of computation and with
respect to Bonds or Subordinated Bonds of a particular Series, the amount of money required by
any Supplemental Indenture to be paid by the City on such date for the retirement of any
Outstanding Bonds or Subordinated Bonds of said Series which mature after said date, but does
not include any amount payable by the City by reason of the redemption of Bonds or
Subordinated Bonds at the election of the City or the Holders of such Bonds;

"Stabilization Account” shall mean the account in the Debt Service Fund established
pursuant to Section 502;

"State" shall mean the State of Rhode Island and Providence Plantations;
"Subordinated Bonds" shall have the meaning given such term in Section 208 hereof;

"Supplemental Indenture" shall mean any indenture of the City amending or
supplementing the Indenture adopted and becoming effective in accordance with the terms of
Atrticle IX;

"System" shall mean the system of water supply, treatment and distribution facilities of
the City, together with any Capital Improvements or other additions to the System and
substitutions for any part thereof heretofore or hereafter acquired or made by or on behalf of the
City, and all other water supply facilities (as such terms are defined in the Act) of the City used
in, or necessary or desirable for, the operation of such system, including but not limited to,
artesian wells, reservoirs, dams, pipelines, treatment plants and related equipment; provided that,
on such date, if any, as the City consolidates its water system operationally or financially with its
wastewater system and pledges the revenues thereof to the Trustee pursuant to a Supplemental
Indenture, references to the System shall include such wastewater system;

"Trust Estate" means all right, title and interest of the City in and to (i) all Revenues, and
(ii) all monies, securities and Reserve Deposits in all funds and accounts established by or
pursuant to the Indenture, except the Operating Fund, the Rebate Fund, and the Unrestricted
Fund, if established;

—14—

N |

S |

B D

S |

3

3



"Trustee" means the trustee appointed in accordance with Section 801, and its successor
or successors and any other corporation which may at any time be substituted in its place
pursuant to the Indenture; and

"Unrestricted Fund" shall mean the fund so designated created by Section 502.

ARTICLE II
AUTHORIZATION AND ISSUANCE OF BONDS

Section 201. Authority for the Indenture. The Indenture is adopted pursuant to the Act
and Ordinance Number 99-21 of the City Council of Newport adopted on June 9, 1999.

Section 202. Indenture to Constitute Contract. In consideration of the purchase and
acceptance of the Bonds and Subordinated Bonds by those who shall own the same from time to
time, the Indenture shall constitute a contract between the City and the Holders from time to time
of the Bonds and Subordinated Bonds, and the pledge made in the Indentures and the covenants
and agreements therein set forth to be performed by or on behalf of the City shall be, subject to
the provisions of Section 208, for the equal benefit, protection and security of the Holders of any
and all of the Bonds and Subordinated Bonds, all of which, regardless of the time or times of
their issue or maturity, shall be of equal rank without preference, priority or distinction of any of
the Bonds over any other thereof or of any of the Subordinated Bonds over any other thereof,
except as expressly provided in or permitted by the Indenture.

Section 203. Authorization of Bonds.

(1)  There is hereby authorized one or more Series of Bonds of the City to be
designated as "Water System Revenue Bonds," which Bonds may be issued as hereinafter
provided from time to time, without limitation as to amount except as provided in the Indenture
or as limited by law. Bonds may be issued in accordance with this Section for the purpose of (i)
paying all or a portion of the Cost of any Project, (ii) the making of deposits in all funds and
accounts, excluding the Unrestricted Fund, established hereunder, (iii) the payment of Costs of
Issuance and the discount, if any, payable upon issuance of such Series of Bonds, (iv) the
payment of the principal of and interest and premium, if any, on notes issued in anticipation of
such Bonds, (v) the securing of the City's repayment obligations with respect to, or sale to the
Agency pursuant to, one or more Agency Loan Agreements or (vi) any combination of the
foregoing. The Bonds may, if and when authorized by the City pursuant to one or more
Supplemental Indentures, be issued in one or more Series, and within a Series, in one or more
subseries or lots, and the designation thereof, in addition to the name "Water System Revenue
Bonds," may include such further appropriate designations added to or incorporated in such title
for the Bonds of any particular Series, subseries or lots as the City may determine. The Bonds
may be issued as Fixed-Rate Bonds, Variable Rate Bonds, Tender Bonds, Compound Interest
Bonds, or Discount Bonds or any combination thereof in accordance with applicable provisions
set forth below and the applicable Supplemental Indenture.
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(2)  The City may issue Bonds hereunder which bear a fixed rate or rates of interest
during the term thereof ("Fixed-Rate Bonds"). The applicable Supplemental Indenture shall
specify the rate or rates of interest borne by such Bonds and the interest payment dates thereof.

(3)  The City may issue Bonds which provide for the addition of all or any part of
accrued and unpaid interest thereon to the principal due thereon upon such terms with respect
thereto determined by an applicable Supplemental Indenture ("Compound Interest Bonds"). The
City may issue Bonds which either bear a zero stated rate of interest or bear a stated rate of
interest such that such Bonds are sold to the public on original issuance at a price less than the
aggregate Principal Amount thereof in order to provide such yield thereon as deemed appropriate
and desirable thereon by the City ("Discount Bonds"). In the applicable Supplemental Indenture
for any Compound Interest Bonds or Discount Bonds, the City shall provide for the method of
determination of the Principal Amount and "interest" payable on such Bonds as of any date of
calculation and for the purposes hereof such terms with respect to such Bonds shall have the
meanings given in such applicable Supplemental Indenture.

©)) For purposes of this Section, Bonds shall include Subordinated Bonds.
Section 204. [RESERVED].
Section 205. General Provisions for Issuance of Bonds:

(1)  Bonds of any Series shall be authorized by a Supplemental Indenture which shall
specify:

@ the authorized Principal Amount, designation, manner of numbering and lettering
and Series of such Bonds;

(ii)  the date of such Bonds and the date or dates of maturity thereof;

(iii)  the Redemption Price or Prices and the time or times and other terms of
redemption, if any, of any of such Bonds;

(iv)  the amount and date of each Sinking Fund Payment, if any, required to be paid for
the retirement of any of such Bonds of like maturity;

(v)  the manner in which the proceeds, if any, of such Bonds are to be applied;

(vi)  the Project or Projects, if any, to be financed by such Bonds and the designation of
a Project Account, if any, for the Bonds of such Series;

(vii)  the form or forms of the Bonds of such Series;

(viii) the Series Debt Service Reserve Fund Requirement applicable to the Bonds of
such Series;
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(ix)

x)
(xi)

)

if the Bonds are Agency Bonds, the Required Debt Service Fund Deposits to be
made to the Debt Service Fund in compliance with the applicable Agency Loan
Agreement, taking into account any principal or interest subsidies available to the
City in connection with such Agency Loan Agreement;

the minimum denomination, if any, applicable to the Bonds of such Series; and

any other provisions deemed advisable by the City not in conflict with the
Indenture.

The Bonds of each Series shall be executed by the City and delivered to the

Authenticating Agent for such Series of Bonds and by it authenticated and delivered to or upon
the order of the City, but only upon receipt by the Trustee of:

(i)
(i)

(iii)

@iv)

written order signed by an Authorized Officer of the City as to the authentication
and delivery of such Bonds;

a copy of the applicable Supplemental Indenture executed by an Authorized
Officer;

an amount of moneys or Reserve Deposits in a stated amount such that following
the issuance of such Bonds and application of their proceeds, the amounts on
deposit in and the aggregate stated and unpaid amount of all Reserve Deposits
held as part of the Debt Service Reserve Fund shall equal the Debt Service
Reserve Fund Requirement; provided, however, that the applicable Supplemental
Indenture may provide that the Series Debt Service Reserve Fund Requirement
attributable to any Series of Agency Bonds may be funded in substantially equal
monthly installments over a period of time after issuance as specified in the
applicable Supplemental Indenture (which period shall not exceed 24 months);

a certificate of a Consulting Engineer or Certified Public Accountant selected by
the City and satisfactory to the Trustee (a) setting forth the estimated annual Net
Revenues for each of the three full Fiscal Years following the issuance of such
Bonds (including the Fiscal Year in which such Bonds are issued), after giving
effect to any increases or decreases in Rates and Charges projected to be in effect
for such period, and to the Series Debt Service Reserve Fund Requirement
attributable to such Bonds and to any additional Revenues projected to be
available during such period, and (b) showing for each of such Fiscal Years that
the estimated annual Net Revenues for such Fiscal Year together with amounts in
the Stabilization Account, if any, available in such Fiscal Year (as calculated by
an Authorized Officer at the time of issuance of such Bonds) will be at least equal
to one hundred twenty-five percent (125%) (or such higher amount as may be set
forth in the Supplemental Indenture authorizing the issuance of such Series of
Bonds) of the Debt Service Requirement for such Fiscal Year; provided that the
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Consulting Engineer's or Certified Public Accountant’s certificate shall not project
any increase in Rates and Charges during the first full Fiscal Year of the
projection period which has not been adopted by the City and approved by the
Public Utilities Commission for such Fiscal Year on or before the date of such
certificate;

(v)  if on the date of issuance of such Series of Bonds the City has any outstanding
obligation to replenish the Debt Service Reserve Fund under Section 508(4),
evidence that the City has made at least one monthly payment with respect to such
obligation on or before the date required thereunder; and

(vi)  a certificate of an Authorized Officer stating that, as of the date of delivery of such
Bonds, no Event of Default, as described in Section 701, has occurred and is
continuing.

(vii) evidence that all regulatory approvals required to issue the Bonds or to collect fees
and charges sufficient to pay the Bonds have been obtained.

Section 206. Special Conditions Precedent to the Delivery of Refunding Bonds.

(D One or more Series of Refunding Bonds may be issued in accordance with this
Section for the purpose of refunding all or any part of the Bonds of one or more Series
Outstanding.

(2) A Series of Refunding Bonds shall be executed by the City and delivered to the
Authenticating Agent for such Series of Bonds and by it authenticated and delivered to or upon
the written order of the City, but only upon receipt by the Trustee of the documents required for
the issuance of Bonds set forth in the Indenture, provided that in lieu of the certificate satisfying
the conditions of Section 205(2)(iv) the City may deliver to the Trustee a certificate of an
Authorized Officer setting forth the Debt Service Fund Requirement for each Fiscal Year in
which Bonds are or will be Outstanding (a) computed immediately prior to the delivery of such
Refunding Bonds and (b) computed immediately after the delivery of such Refunding Bonds, and
stating that the Debt Service Fund Requirement in each Fiscal Year in which Bonds will be
Outstanding as computed in clause (b) of this sentence will not be greater than the Debt Service
Fund Requirement in each such Fiscal Year as computed in clause (a) of this sentence.

Section 207. Bond Anticipation Notes. Whenever the City shall authorize the issuance of
a Series of Bonds, the City may by resolution or ordinance authorize the issuance of notes (and
renewals thereof) in anticipation of such Series. The principal of and interest on such notes and
renewals thereof shall be payable from any moneys of the City pledged therefor, from the
proceeds of such notes or from the proceeds of the sale of the Series of Bonds in anticipation of
which such notes are issued. The proceeds of such Bonds may be pledged for the payment of the
principal of and interest on such notes and any such pledge shall have a priority over any other
pledge of such proceeds created by the Indenture. Subject to Section 607, the City may also
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pledge the Revenues to the payment of such notes. A copy of the resolution or ordinance of the
City authorizing such notes shall be delivered to the Trustee immediately following adoption,
together with such other information concerning such notes as the Trustee may reasonably
request.

Section 208. Additional Security. In addition to the security provided for the Bonds
hereunder, in connection with the initial issuance of any Series of Bonds hereunder, the City may
obtain or cause to be obtained letters of credit, lines of credit, insurance or similar obligations,
agreements or instruments ("Additional Security") securing or providing for the payment of all or
a portion of the Principal Instaliments or Redemption Price of, or interest due or to become due
on, such Bonds or providing for the purchase of such Bonds or a portion thereof by the issuer or
obligor of any such Additional Security. In connection therewith the City may enter into such
agreements with the issuer of or obligor on such Additional Security providing for, among other
things, the payment of fees and expenses to such issuer or obligor for the issuance of such
Additional Security, which fees and expenses may be Costs of Issuance or Operating Expenses as
appropriate, the terms and conditions of such Additional Security and the Series of Bonds
affected thereby, and the security, if any, to be provided for the issuance of such Additional
Security and the payments of such fees and expenses or the obligations of the City with respect
thereto.

In addition to any security permitted hereunder, the City may secure its obligations with
respect to any Additional Security by an agreement providing for the purchase of the Series of
Bonds secured thereby with such adjustments to the rate of interest, method of determining
interest, maturity, or redemption provisions as specified by the City in the applicable
Supplemental Indenture. The City may also in an agreement with the issuer of or obligor on such
Additional Security agree to directly reimburse ("Reimbursement Obligations") such issuer or
obligor for amounts paid under the terms of such Additional Security, together with interest
thereon. Such Reimbursement Obligations may be secured by a lien on Revenues which, upon
payment of amounts payable under the terms of such Additional Security and application of such
amounts as provided in the agreements providing therefor, may be on a parity with the lien
created by Section 501 hereof. So long as no amounts shall be paid under such Additional
Security and such Reimbursement Obligations shall remain contingent, such Reimbursement
Obligations shall not be taken in account hereof under the provisions of Section 204 or Section
603, provided the issuer of or obligor on such Additional Security may be deemed a Holder
hereunder, including the Holder of all Bonds secured thereby, for the purposes of voting, giving
consents, receiving notices and otherwise as may be specified in the applicable Supplemental
Indenture. Upon the payment of amounts under the Additional Security which results in a
Reimbursement Obligation becoming due and payable, such Reimbursement Obligation shall be
deemed a Bond Outstanding hereunder for the purposes of Section 603 and for such other
purposes hereunder as may be specified in the applicable Supplemental Indenture.
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Section 209. Subordinated Bonds.

(1)  The City may, subject to the conditions set forth in this Section 209, from time to
time issue bonds which shall be secured by a pledge of the Trust Estate that is subordinate to the
pledge effected by Section 501 hereof for the benefit of Bonds. Such Subordinated Bonds shall
contain an express statement to the effect that payment of the principal of and interest on such
Subordinated Bonds is subordinate in all respects to the payment of the principal of and interest
on Bonds and that the lien and security interest on the Trust Estate established for the benefit of
such Subordinated Bonds is subordinate in all respects to the lien and security interest on the
Trust Estate created for the benefit of Bonds. Funds on deposit in the Debt Service Reserve Fund
shall be excluded from the Trust Estate pledged for the benefit of such Subordinated Bonds and
shall not be applied to the payment of principal of or interest on such Subordinated Bonds. The
Supplemental Indenture with respect to any Subordinated Bonds may establish separate reserves
for the benefit of such Subordinated Bonds (which may be excluded from the Trust Estate
pledged for the benefit of Bonds), shall specify the terms and conditions applicable to such
Subordinated Bonds, and shall make such amendments to this Indenture as are certified by an
Authorized Officer of the City to be necessary to provide for the issuance of Subordinated Bonds,
the payment thereof and the default and remedies provisions applicable thereto and to effect the
subordination of payments with respect to such Subordinated Bonds to payments due on the
Bonds.

(2)  Inthe event that one or more Series of Outstanding Bonds has been assigned a
rating by any Rating Agency, no Subordinated Bonds shall be issued pursuant to this Section 209
unless the City has provided (i) evidence to the Trustee that either (a) each such Rating Agency
has confirmed in writing that such issuance of Subordinated Bonds will not adversely affect the
ratings on each such Series of Outstanding Bonds provided by such Rating Agency or (b) each
such Rating Agency has issued a rating on such Subordinated Bonds which is no lower than the
rating assigned by such Rating Agency to any Series of Outstanding Bonds (which rating in each
case is not based on Additional Security, if any, provided for such Series of Subordinated Bonds
or Series of Outstanding Bonds, as applicable) prior to such issuance or (ii) any other evidence
satisfactory to the Trustee that such adjustment will not adversely affect the then current ratings,
if any, assigned to any Outstanding Bonds by any Rating Agency. In the event that Outstanding
Bonds have not been assigned a rating by any Rating Agency, any issuance of Subordinated
Bonds under this Section 208 shall be conditioned upon the written approval of the Agency.

ARTICLE III

GENERAL TERMS AND PROVISIONS OF BONDS

Section 301. Place and Medium of Payment, Form and Date.

(1)  The Bonds of each Series shall be payable in any coin or currency of the United
States of America which at the time of payment is legal tender for public and private debts at the
office of such Paying Agents as is specified in the applicable Supplemental Indenture. The
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interest on any Bonds may be paid by check, draft, wire transfer or other means as specified in
the applicable Supplemental Indenture. The City may make provisions in the applicable
Supplemental Indenture with respect to record dates for purposes of determining registered
Holders for purposes of paying interest on any Bond.

(2)  Unless otherwise provided in the applicable Supplemental Indentures the Bonds
of each Series shall be issued in the form of fully registered bonds without coupons payable to a
named person or registered assigns. All Bonds shall each be in the denomination of $5,000 or any
whole multiple thereof and shall be in the form provided in the applicable Supplemental
Indenture. The City may provide in the applicable Supplemental Indenture for the issuance of the
Bonds so authorized in book-entry form or in denominations less or more than $5,000 upon the
terms and conditions set forth therein together with such modifications to this Indenture as are
necessary to the issuance of such Series of Bonds in such form.

3 Bonds of each Series shall be dated as of the date or dates provided in the
applicable Supplemental Indenture. Unless otherwise provided in the Supplemental Indenture, all
Bonds of each Series shall bear interest from their date.

Section 302. Legends. The Bonds of each Series may contain or have endorsed thereon
such provisions, specifications and descriptive words not inconsistent with the provisions of the
Indenture as may be necessary or desirable to comply with custom, the rules of any securities
exchange, commission or board or brokerage board, or otherwise, as may be determined by the
City prior to the authentication and delivery thereof.

Section 303. Execution and Authentication.

(1)  The Bonds shall be executed in the name of the City by the manual or facsimile
signature of the Mayor of the City and countersigned by the Finance Director of the City (or by
such other officers as may be authorized or required to execute the bonds under the Act) and its
seal (or a facsimile thereof) shall be thereunto affixed, imprinted, engraved or otherwise
reproduced, and attested by the manual or facsimile signature of such officer. In case any one or
more of the officers who shall have signed or sealed any of the Bonds shall cease to be such
officer before the Bonds so signed and sealed shall have been actually authenticated and
delivered by the Authenticating Agent for such Bonds, such Bonds may, nevertheless, be
authenticated and delivered as herein provided, and may be issued as if the persons who signed
or sealed such Bonds had not ceased to hold such offices. Any Bond of a Series may be signed
and sealed on behalf of the City by such persons as at the actual time of the execution of such
Bond shall be duly authorized or hold the proper office in the City, although at the date of the
execution of the Bonds of such Series such persons may not have been so authorized or have held

such office.

) The Bonds of each Series shall bear thereon a certificate of authentication, in
substantially the following form, executed manually by the Authenticating Agent for such Series
as specified in the applicable Supplemental Indenture. Only such Bonds as bear such certificate
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of authentication shall be entitled to any right or benefit under the Indenture and no Bond shall be
valid or obligatory for any purpose until such certificate of authentication shall have been duly
executed by the Trustee or such Authenticating Agent. Such certificate of the Authenticating
Agent upon any Bond shall be conclusive evidence that the Bond so authenticated has been duly
authenticated and delivered under the Indenture and the registered owner thereof is entitled to the
benefits of the Indenture:

Certificate of Authentication
This bond is one of the Bonds described in the within-mentioned Indentures.
(Corporate name of Authenticating Agent)

By
Authorized Signatory

Section 304. Interchangeability of Bonds. Bonds, upon surrender thereof at the office of
the Trustee, or, when authorized by the applicable Supplemental Indenture, any Paying Agent,
with a written instrument of transfer satisfactory to the Trustee or such Paying Agent, duly
executed by the Holder or his duly authorized attorney, may, at the option of the Holder thereof,
be exchanged for an equal aggregate Principal Amount of Bonds of the same Series and maturity
of any other authorized denomination.

Section 305. Negotiability, Transfer, and Registry.

(1) All the Bonds issued under the Indenture shall be negotiable, subject to the
provisions for registration and transfer contained in the Indenture and in the Bonds. So long as
any of the Bonds shall remain Outstanding, the City shall maintain and keep, at the Principal
Office of the Trustee, who shall be registrar for the Bonds, books for the registration and transfer
of each Series of Bonds; and upon presentation thereof for such purpose at said office, or at the
Principal Office of such other Paying Agent, if any, as may be specified in the applicable
Supplemental Indenture, the City shall register or cause to be registered therein, and permit to be
transferred thereon, under such reasonable regulations as it or the Trustee or Paying Agent may
prescribe, any Bond entitled to registration or transfer.

¢)) Each Bond shall be transferable only upon the books of the City in the manner
provided in the form of such Bonds. As to any Bond, the City and each Fiduciary may deem and
treat the person in whose name the Bond shall be registered upon the books of the City as the
absolute owner of such Bond, whether such Bond shall be overdue or not for the purpose of
receiving payment of, or on account of, the Principal Amount or Redemption Price of and
interest on such Bond and for all other purposes, and neither the City nor any Fiduciary shall be
affected by any notice to the contrary. The City, to the extent permitted by law, agrees to
indemnify and save each Fiduciary harmless from any and all loss, expense, judgment of liability
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incurred by it, acting in good faith and without gross negligence hereunder, in so treating such
registered owner.

(3)  All Bonds surrendered in any exchange or transfer of Bonds shall forthwith be
canceled by the Authenticating Agent. For every such exchange or transfer of Bonds, whether
temporary or definitive, the City, the Trustee or the Authenticating Agent for the Bonds of such
Series may make a charge sufficient to reimburse it for any tax or other governmental charge
required to be paid with respect to such exchange or transfer. The City shall not be obligated to
make any such exchange or transfer of Bonds of any Series during the 10 days next preceding an
interest or Principal Installment payment date of the Bonds of such Series or, in the case of any
proposed redemption of Bonds of such Series, next preceding the date of the mailing of notice of
such redemption, and shall not be obligated to make any exchange or transfer of Bonds called for
redemption except as provided in Section 406.

Section 306. Bonds Mutilated, Destroyed, Stolen or Lost. In case any Bond shall become
mutilated or be destroyed, stolen or lost, the City shall execute, and thereupon the Authenticating
Agent for the Bonds of such Series shall authenticate and deliver, a new Bond of like Series,
maturity and Principal Amount as the Bond so mutilated, destroyed, stolen or lost, in cancellation
and substitution for such mutilated Bond, (upon surrender and cancellation of such mutilated
Bond) or in lieu of and substitution for the Bond destroyed, stolen or lost, (upon filing with the
Authenticating Agent evidence satisfactory to the City and the Authenticating Agent that such
Bond has been destroyed, stolen or lost and proof of ownership thereof) and upon furnishing the
City, the Trustee and the Authenticating Agent with indemnity satisfactory to them and
complying with such other reasonable regulations as the City, the Trustee or such Authenticating
Agent may prescribe and paying such fees and expenses as the City, the Trustee or such
Authenticating Agent may incur including the expenses, if any, of printing and delivering such
new Bond. All Bonds so surrendered shall be canceled by the Authenticating Agent. The
Authenticating Agent shall advise the applicable Paying Agents of the issuance of substitute
Bonds.

Section 307. Preparation of Definitive Bonds, Interim Receipts and Temporary Bonds.
Subject to the applicable Supplemental Indenture, until the definitive Bonds of any Series are
prepared, the City may execute and, upon the written request of the City, the Authenticating
Agent for such Series shall authenticate and deliver, in lieu of definitive Bonds, one or more
interim receipts, or one or more temporary Bonds, substantially of the tenor of such definitive
Bonds, (but with such registration provisions as the City may provide) and with such omissions,
insertions and variations as may be appropriate for temporary Bonds. The City at its own expense
shall prepare and execute and, upon the surrender at the Principal Office of the Authenticating
Agent of such interim receipts and of such temporary Bonds, for exchange and cancellation, the
Authenticating Agent shall authenticate and, without charge to the registered owner thereof,
deliver in exchange therefor, definitive Bonds, of the same aggregate Principal Amount and
Series and maturity as the interim receipt or temporary Bonds surrendered. Until so exchanged,
the interim receipt and temporary Bonds shall in all respects be entitled to the same benefits and

23—



security as definitive Bonds authenticated and issued pursuant to the Indenture. All interim
receipts and all temporary Bonds surrendered in exchange for a definitive Bond or Bonds shall be
forthwith canceled by the Authenticating Agent.

Section 308. Cancellation of Bonds. All Bonds redeemed or paid by the City or any
Fiduciary, or received by any Fiduciary on any transfer or exchange of Bonds, interim receipts or
temporary Bonds, shall be canceled by it and delivered to the Trustee. Except as may be provided
in the applicable Supplemental Indentures all Bonds purchased, redeemed or paid by any
Fiduciary shall be canceled by it and delivered to the Trustee. No such Bonds shall be deemed
Outstanding under the Indenture and no Bonds shall be issued in lieu thereof. All such canceled
Bonds and all other Bonds canceled by any Fiduciary pursuant to the Indenture shall upon order
of the City be destroyed by the Trustee and a certificate thereof delivered to the City.

ARTICLE IV

REDEMPTION OF BONDS

Section 401. Privilege of Redemption and Redemption Price. Bonds subject to
redemption prior to maturity pursuant to a Supplemental Indenture shall be redeemable, upon

mailed notice as provided in this Article IV, at such times, at such Redemption Prices and upon
such terms (in addition to and consistent with the terms contained in this Article IV) as may be
specified in the applicable Supplemental Indenture.

Section 402. Redemption at the Election of the City. In the case of any redemption of
Bonds otherwise than as provided in Section 403, the City shall give written notice to the Trustee
of its election so to redeem, of the redemption date, of the Series and of the Principal Amount of
the Bonds of each maturity of such Series to be redeemed (which Series, maturities and Principal
Amount shall be determined by the City in its sole discretion, subject to any limitations with
respect thereto contained herein and in any Supplemental Indenture). Such notice shall be given
at least forty-five (45) days prior to the redemption date or such shorter period as shall be
acceptable to the Trustee. In the event notice of redemption shall have been given as provided in
Section 405, the Trustee shall, on or before the redemption date, pay out of the moneys available
therefor to the appropriate Paying Agent or Paying Agents an amount which, in addition to other
moneys, if any, available therefor held by such Paying Agent or Paying Agents, will be sufficient
to redeem on the redemption date at the Redemption Price thereof, all of the Bonds to be
redeemed.

Section 403. Redemption Otherwise Than at City's Election. Whenever by the terms of
the Indenture and the applicable Supplemental Indenture Bonds of a Series are required to be

redeemed otherwise than at the election of the City, the Trustee shall select the Bonds to be
redeemed, give the notice of redemption and pay out of the moneys available therefor the
Redemption Price to the appropriate Paying Agents in accordance with the terms of this Article
IV and, to the extent applicable, Section 506.
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Section 404. Selection of Bonds to be Redeemed by Lot. Except as otherwise provided
in a Supplemental Indenture with respect to a particular Series of Bonds, in the event of
redemption of less than all the Outstanding Bonds of like Series and maturity, the Trustee shall
select by lot, in such manner in its discretion as it shall deem appropriate and fair, the numbers of
the Bonds to be redeemed and the portions of any thereof to be redeemed in part. Bonds of
denominations of more than the applicable minimum denomination, if any, may be redeemed
either as a whole or in part (which part must be in the amount of the applicable minimum
denomination, if any, or an integral multiple thereof). For the purposes of this Section 404,
Bonds, or portions thereof, which have theretofore been selected for redemption shall not be
deemed Outstanding.

Section 405. Notice of Redemption. When the Trustee shall receive notice from the City
of its election to redeem Bonds pursuant to Section 402, and when redemption of Bonds is
required by the Indenture and the applicable Supplemental Indenture pursuant to Section 403, the
Trustee shall give notice, in the name of the City, of the redemption of such Bonds, which notice
shall specify the Series and maturities of the Bonds to be redeemed, the redemption date and the
place or places where amounts due upon such redemption will be payable and, if less than all of
the Bonds of any like Series and maturity are to be redeemed, the letters and numbers or other
distinguishing marks of such Bonds so to be redeemed, and, in the case of Bonds to be redeemed
in part only, the respective portions of the Principal Amount thereof to be redeemed. The Trustee
shall mail a copy of such notice, postage prepaid, not less than 25 days before the redemption
date (provided that, if the City notifies the Trustee in writing in connection with the redemption
of Bonds issued to secure the City's repayment obligations with respect to one or more Agency
Loan Agreements that notice of redemption must be mailed at a reasonable date, the Trustee shall
mail such notice no later than the date specified by the City) to the Holders of any Bonds or
portions of Bonds which are to be redeemed at their last address, if any, appearing upon the
registration books for such Series of Bonds. Failure to so mail any such notice to any one Holder
or any defect in such notice shall not affect the validity of the proceedings for the redemption of
Bonds owned by any other Holder to whom the required notice has been given, nor shall the
Trustee bear any liability therefor or in connection therewith.

Section 406. Payment of Redeemed Bonds. Notice having been given in the manner
provided in Section 405, the Bonds or portions thereof so called for redemption shall become due
and payable on the redemption date so designated at the Redemption Price, plus interest, if any,
accrued and unpaid to the redemption date, and, upon presentation and surrender thereof at the
office specified in such notice, such Bonds, or portions thereof, shall be paid at the Redemption
Price plus interest, if any, accrued and unpaid to the redemption date. If there shall be called for
redemption less than all of a Bond, the City shall execute and the Authenticating Agent for such
Bonds shall authenticate and deliver, upon the surrender of such Bond, without charge to the
Holder thereof, for the unredeemed balance of the Principal Amount of the Bond so surrendered,
Bonds of like Series and maturity in any of the authorized denominations. If, on the redemption
date, sufficient moneys for the redemption of all the Bonds or portions thereof to be redeemed,
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together with interest to the redemption date, shall be held by the Paying Agents so as to be
available therefor on said date and if notice of redemption shall have been given as aforesaid,
then, from and after the redemption date interest on the Bonds or portions thereof so called for
redemption shall cease to accrue and become payable. If said moneys shall not be available on
the redemption date, such Bonds or portions thereof shall continue to accrue interest until paid at
the same rate or yield, as applicable, and in the same manner as they would have borne had they
not been called for redemption.

ARTICLE V
ESTABLISHMENT OF FUNDS AND APPLICATION THEREOF

Section 501. The Pledge Effected by the Indenture. There are pledged pursuant to the
Indenture for the payment of the Principal Amount and Redemption Price of and interest on the
Bonds and, subject to the provisions of Section 209, Subordinated Bonds, in each case, subject to
the provisions of the Indenture permitting the application thereof for the purposes and on the
terms and conditions set forth in the Indenture, (i) subject to Section 207, the proceeds of sale of
the Bonds, (ii) all Revenues, and (iii) all moneys, securities and Reserve Deposits in all funds and
accounts established by or pursuant to the Indenture except the Operating Fund, the Rebate Fund
and the Unrestricted Fund. The Bonds and Subordinated Bonds shall be limited obligations of
the City payable solely from the Revenues and funds and accounts pledged hereunder. The Bonds
and Subordinated Bonds and the obligations evidenced thereby shall not constitute a general
indebtedness or a pledge of the full faith and credit of the City within the meaning of any
constitutional or statutory provision. No Bondholder shall ever have the right, directly or
indirectly, to require or compel the exercise of the taxing power of the City for the payment of
the Bonds, Subordinated Bonds or any obligation of the City hereunder. The Bonds and
Subordinated Bonds and the obligations evidenced thereby shall not constitute a lien or
encumbrance on any property of or in the City other than the Revenues and funds pledged
hereunder. Neither the State nor any political subdivision thereof or city or town therein, other
than the City, shall be obligated to pay the Bonds or Subordinated Bonds and neither the faith
and credit nor the taxing power of the State or any political subdivision thereof or city or town
therein is pledged to the payment of the Bonds or Subordinated Bonds.

Section 502. Establishment of Funds and Accounts. The following funds shall be
established to be held by the Trustee, except the Operating Fund, the Insurance Reserve Fund and
the Unrestricted Fund, which shall be held by the City in the custody of one or more banks
selected by the City (including but not limited to the Trustee or any Depository) and the Revenue
Fund and any Capital Improvements Accounts of the Project Fund, which, prior to the occurrence
of any Event of Default hereunder, shall be under the exclusive control of the City, and which
shall be held by the Trustee upon the occurrence of any Event of Default hereunder:

)] Project Fund
(i)  Revenue Fund
(ili))  Operating Fund
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(iv)  Debt Service Fund

v) Redemption Fund

(vi)  Debt Service Reserve Fund

(vii) Rebate Fund

(viii) Operation and Maintenance Reserve Fund
(ix)  Insurance Reserve Fund

(x)  Unrestricted Fund

There shall be established within the Project Fund one or more Capital Improvements
Accounts. There shall be established within the Debt Service Fund separate accounts to be
known as the Debt Service Account, the Stabilization Account, the City Loan Repayment
Account and the Debt Service Assistance Account. The City may establish, in connection with
the issuance of one or more Series of Bonds or Subordinated Bonds, or pursuant to any order of
the Public Utilities Commission, additional funds or accounts hereunder to be held for the benefit
of one or more Series of Bonds or Subordinated Bonds and subaccounts within the funds and
accounts established hereunder, as set forth in Supplemental Indentures. Any fund or account
established pursuant to an order of the Public Utilities Commission may be closed with the
approval of the Public Utilities Commission, without Bondholder consent.

Section 503. Project Fund.

(1)  The Supplemental Indenture for any Series of Bonds or Subordinated Bonds
issued in whole or in part to pay the Cost of any Project may establish within the Project Fund
one or more separate accounts (herein called "Project Accounts") for such Series of Bonds or
Subordinated Bonds.

(2)  There shall be deposited in each Project Account (i) the amount, if any, provided
in the applicable Supplemental Indenture to be deposited therein to pay the Costs of the Projects
financed by such Series, and (ii) any other amounts (not required by the Indenture to be otherwise
deposited), as determined by the City, including without limitation the proceeds of any loan made
or bonds sold under any Agency Loan Agreement which the City elects to deposit in the Project
Account pending disbursement thereof to the extent permitted by the Agency.

(3)  Amounts in any Project Account shall be disbursed to or upon the order of the
City to be applied to the Cost of the Projects financed in whole or in part by such Series upon
receipt by the Trustee of one or more requisitions, in form annexed to and incorporated into the
Supplemental Indenture, subject to any additional requirements imposed by the applicable
Supplemental Indenture, signed by an Authorized Officer (who for purposes of this Section 503
shall be the Public Works Director of the City or such other person as the City Council may
authorize). Upon completion of any Project the Costs of which are payable from a Project
Account, the City shall file with the Trustee a certificate of an Authorized Officer, approved by a
Consulting Engineer, setting forth the final Cost of such Project and stating (i) that such Project
has been completed to the satisfaction of the City and (ii) that all amounts withdrawn from the
applicable Project Account with respect to such Project have been applied to the Cost of such
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Project. Such certificate shall further set forth the balance, if any, remaining in the applicable
Project Account not required for the payment of Costs of such Project. Any such balance shall be
applied by the Trustee, at the written direction of an Authorized Officer of the City and subject to
the requirements of any Supplemental Indenture and of any ordinance of the City Council (i) to
the Cost of other Projects payable from such Project Account, (ii) to the Cost of other Capital
Improvements, including Projects, by deposit of such amount in another and separate Project
Account or (iii) to the redemption of the Bonds or Subordinated Bonds of the Series for which
such Project Account was established by deposit of such amount in the Redemption Fund;
provided that, in the case of proceeds of any Series of Agency Bonds, such amount shall be
applied as provided in Section 503(3)(iii) unless the City shall have received the written approval
of the Agency of another use permitted under this subsection. Notwithstanding the foregoing, if
at any time the amount on deposit and available therefor in the Debt Service Fund, including the
Debt Service Assistance Account, the City Loan Repayment Account, the Redemption Fund and
Debt Service Reserve Fund Accounts is insufficient to pay the Principal Installments and
Redemption Price of and interest on the Bonds then due, the Trustee shall transfer from any
unencumbered moneys on deposit in the Project Accounts (in such order of priority as the City by
certificate of an Authorized Officer shall direct) to the Debt Service Fund the amount necessary
to meet the deficiency.

4) Upon the determination by the City that a Project undertaken or to be undertaken
has been or should be delayed and that no further amounts or significantly reduced amounts are
required therefor from the applicable Project Account, the City may, subject to the requirements
of any Supplemental Indenture and of any ordinance of the City Council, direct the Trustee in
writing to transfer or apply amounts then on deposit in the applicable Project Account (i) to the
payment of Costs of other Projects payable from such Project Account, (ii) to another and
separate Project Account or to a Capital Improvements Account, (iii) to the Redemption Fund for
application to the redemption of Bonds or Subordinated Bonds of the Series for which such
Project Account was established; provided that, in the case of proceeds of any Series of Agency
Bonds, such amount shall be applied as provided in Section 503(4)(iii) unless the City shall have
received the written approval of the Agency of another use permitted under this subsection.

(5)  Atany time that the City determines to undertake Capital Improvements to be
financed by Revenues, there shall be deposited in the Capital Improvements Account (i) any
amounts withdrawn from the Revenue Fund for deposit therein pursuant to Section 504, (ii) any
other amounts (not required by the Indenture to be otherwise deposited) as determined by the
City and certified in writing to the Trustee and (iii) any amounts required to be deposited therein
by order of the Public Utilities Commission. During such times as any Capital Improvements
Accounts are held by the City rather than the Trustee amounts in a Capital Improvements
Account shall be applied by the City to the Cost of Capital Improvements or other expenditures
authorized by order of the Public Utilities Commission. During any such times as any Capital
Improvements Accounts are held by the Trustee rather than by the City, amounts in the Capital
Improvements Accounts shall be disbursed to or upon the order of the City upon receipt by the
Trustee of one or more requisitions in form as attached or annexed to the Supplemental Indenture
and incorporated therein by reference, signed by an Authorized Officer. Subject to Section 510
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hereof, upon completion of such Capital Improvements, or upon a determination by the City that
a Capital Improvement undertaken or to be undertaken has been or should be abandoned or
delayed and that no further amounts or significantly reduced amounts are required therefore from
the applicable Capital Improvements Account, the City may transfer or direct the Trustee in
writing to transfer amounts then on deposit in the applicable Capital Improvements Account (i)
to another Capital Improvements Account or (ii) to the Revenue Fund. Notwithstanding the
foregoing, if at any time the amount on deposit and available therefore in the Debt Service Fund,
including the Debt Service Assistance Account, the City Loan Repayment Account, the
Redemption Fund and Debt Service Reserve Fund, is insufficient to pay the Principal
Installments and Redemption Price of and interest on the Bonds then due, the City shall transfer
from any unencumbered moneys on deposit in the Capital Improvements Accounts (in such order
of priority as the City by certificate of an Authorized Officer shall direct) to the Trustee for
deposit in the Debt Service Fund, the amount necessary to meet the deficiency.

(6)  The City may establish in the Supplemental Indenture for any Series of Bonds or
Subordinated Bonds a separate account (herein called "Cost of Issuance Account") within the
Project Fund and shall deposit in the Cost of Issuance Account for such Series any proceeds of
such Series as directed by such Supplemental Indenture and any other moneys not otherwise
directed to be applied by the Indenture. Amounts in a Cost of Issuance Account shall be
disbursed to or upon the written order of the City without requisition to be applied to Costs of
Issuance of the applicable Series of Bonds or Subordinated Bonds. Any balance remaining in a
Cost of Issuance Account upon payment of or provision for all Costs of Issuance to be paid
therefrom shall be transferred by the Trustee, upon the written direction of an Authorized Officer
of the City, to (i) one or more Project Accounts established for the applicable Series of Bonds or
Subordinated Bonds or (ii) the Revenue Fund.

Section 504. Revenue Fund.

(1)  All Revenues, except (i) proceeds of insurance and condemnation to the extent
provided in Section 606, (ii) proceeds of any sale or other disposition of any part of the System to
the extent provided in Section 604, (iii) earnings on investment of the funds and accounts
hereunder to the extent provided in Section 512 hereof and (iv) Debt Service Assistance
deposited in the Debt Service Assistance Account as provided in Section 506, shall be collected
by or for the account of the City and deposited by or on behalf of the City as promptly as
practicable in the Revenue Fund. There shall also be deposited in the Revenue Fund any other
moneys so directed by the Indenture and any other moneys of the City which the City may in its
discretion determine to so apply unless required to be otherwise applied by the Indenture.

(2)  On the last Business Day of each calendar month, the City (or during such times
as the Trustee shall hold the Revenue Fund, the Trustee) shall apply amounts available in the
Revenue Fund to the following purposes and in the following order:
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(i)

(iif)

(iv)

V)

(vi)

(vii)

(viii)

(ix)

)

To the City for deposit in the Operating Fund and any subaccounts therein, the
amount specified by an Authorized Officer in accordance with Section 608;
provided that if no amount has been specified by such Authorized Officer, the
Operating Expenses for such month shall be deemed to be 125% of the Operating
Expenses expended in the same calendar month in the preceding year or such
lesser amount as an Authorized Officer shall certify in writing to the Trustee, but
in no event less than 100% of such amount;

To the Debt Service Account within the Debt Service Fund, an amount, which
together with other amounts on deposit in such Fund, will equal the Debt Service
Fund Requirement as of the first day of the next ensuing month;

To the Rebate Fund the amount which together with the amounts on deposit
therein will equal the Rebate Requirement as of such day;

Subject to Section 508, to the Debt Service Reserve Fund, an amount which,
together with the amounts on deposit therein, will equal the Debt Service Reserve
Fund Requirement as of the first day of the next ensuing month;

To the Debt Service Assistance Account in the Debt Service Fund an amount
specified by an Authorized Officer in a certificate delivered to the Trustee, as
amended from time to time;

To the Stabilization Account of the Debt Service Fund such amount, if any
designated by the City as further provided in Section 504(4);

To the City Loan Repayment Account of the Debt Service Fund such amount as
approved by the Public Utilities Commission;

Subject to Section 608, to the Operation and Maintenance Reserve Fund, an
amount necessary for such Fund to equal the Operation and Maintenance Reserve
Fund Requirement as of such day;

To the City for deposit in the Insurance Reserve Fund, the amount, if any,
determined by the City pursuant to Section 606(3) as necessary to maintain such
Fund at the Insurance Reserve Fund Requirement;

To the one or more Capital Improvements Accounts, such amounts as are required
by order of the Public Utilities Commission or, such amounts as requested by the
City but only upon receipt by the Trustee of (a) a copy of the resolution or
ordinance of the City Council approving the funding of such Capital
Improvements in whole or in part from such Accounts, certified by an Authorized
Officer and (b) a certificate of an Authorized Officer stating that such deposit will
not impair the ability of the City to either (A) meet the requirements of the

-30—



Revenue Fund in the succeeding months of such Fiscal Year based on the then
current Annual Budget prepared in accordance with Section 608 or (B) satisfy the
requirements of Section 603 in the current or next succeeding Fiscal Year;

(xi)  To such other funds or accounts as shall be required by any Supplemental
Indenture; and

(xii)  To such other funds or accounts established by the City in compliance with
applicable law or as required by any order of the Public Utilities Commission.

(3)  On the last Business Day of each Fiscal Year (or an earlier date, but only to the
extent that no additional payments to the Debt Service Fund are due during such Fiscal Year), the
City (or the Trustee, during such times as the Trustee shall hold the Revenue Fund) shall, after
making the deposits required by Sections 504(2), apply amounts available in the Revenue Fund
to the following purposes and in the following order and the Trustee, upon order of the City
signed by the Finance Director and another Authorized Officer shall apply amounts available in
the Stabilization Account and the City Loan Repayment Account (but only to the extent
permitted by the Public Utilities Commission), and the City may apply amounts in the Capital
Improvements Account (at such times it holds such Account) to the following purposes and in
the following order:

@) To the City for the reimbursement or payment of principal of or interest on
general obligation bonds and notes of the City issued to finance System costs paid
or payable during the then ending or the next Fiscal Year, as shown on a schedule
filed with the Trustee by an Authorized Officer of the City; provided that the City
shall have delivered to the Trustee a certificate of an Authorized Officer stating
that (A) all funds and accounts established under this Indenture are funded in the
amounts required as of the transfer date pursuant to the applicable provision of
this Indenture, (B) the City is in compliance with the terms of Section 603 hereof
for the Fiscal Year then ending and (C) such deposit will not adversely affect the
ability of the City to fund the funds and accounts established under this Indenture
to the amounts required to be funded in the next Fiscal Year;

(ii)  Subject to Section 510 hereof, to the Unrestricted Fund, the amount, if any,
directed to be deposited therein in writing by an Authorized Officer.

Subject to Subsection (4) of this Section, any balance remaining in the Revenue Fund
following the above payments shall be retained in the Revenue Fund to be available for payments
therefrom in the succeeding months, provided that if the City shall have issued notes in
accordance with Section 607(2)(i) or (iii), amounts in the Revenue Fund remaining after the
above payments have been made may be used by the City to pay the principal of such notes at
maturity or upon earlier redemption.
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) Notwithstanding the foregoing, in the event that any order of the Public Utilities
Commission requires that Revenues be held in a restricted account, the City shall request the
Trustee to make such transfers as may be required to comply with any rate order. In the event
that Revenues must be restricted in an account for debt service, such monies shall be deposited
by the Trustee to the Stabilization Account. In the event that Revenues must be restricted in an
account for repayment of a loan from the City's general fund, such monies shall be deposited by
the Trustee in the City Loan Repayment Account.

(5)  Solong as any Agency Bonds are Outstanding hereunder, if, on the last Business
Day of any month, the amounts deposited pursuant to Section 504(2)(ii) are, as of such date of
calculation, less than the amounts required to be deposited therein, the Trustee shall promptly
notify the Agency of any such deficit.

Section 505. Operating Fund. Within the Operating Fund there shall be established a
Chemicals Account, an Electricity Account, a Retiree Health Insurance Account, an Accrued
Benefits Buyout Account and a Rate Case Account, all as required by the Public Utilities
Commission. Amounts in the Operating Fund shall be applied by the City from time to time to
Operating Expenses. Amounts in the Operating Fund which the City at any time determines in
writing to be in excess of the requirements of such Fund shall be withdrawn and deposited in the
Revenue Fund.

Section 506. Debt Service Fund.

(1) The Trustee shall pay out of the Debt Service Account of the Debt Service Fund,
including the Debt Service Assistance Account in accordance with a certificate of an Authorized
Officer, to the respective Paying Agents (i) on each interest payment date the amount required for
the interest and Principal Installments payable on such date and (ii) on each redemption date for
any Bonds, other than a redemption date on account of Sinking Fund Payments, the amount
required for the payment of interest on the Bonds then to be redeemed; provided that in each case
the City may direct the Trustee in writing to make such payments to the Paying Agents on such
date prior to the due date as the City determines. The Paying Agents shall apply such amounts to
the payment of interest and Principal Installments on and after the due dates thereof,

If on any interest payment date the amount accumulated in the Debt Service Account of
the Debt Service Fund, including the Debt Service Assistance Account, for either of the purposes
specified above exceeds the amount required therefor, the City may direct the Trustee in writing
to deposit such excess in the Stabilization Account, Redemption Fund or, in its discretion,
consistent with any order of the Public Utilities Commission, in the Revenue Fund. The Trustee
shall also pay out of the Debt Service Fund, including the Debt Service Assistance Account in
accordance with a certificate of an Authorized Officer, accrued interest included in the purchase
price of Bonds purchased for retirement under any provision of the Indenture.
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(2)  Amounts accumulated in the Debt Service Fund, including the Debt Service
Assistance Account in accordance with a certificate of an Authorized Officer, with respect to any
Sinking Fund Payment (together with amounts accumulated therein with respect to interest on the
Bonds for which such Sinking Fund Payment was established), if so directed in writing by the
City, shall be applied by the Trustee prior to the 45th day preceding the due date of such Sinking
Fund Payment, to (i) the purchase of Bonds of the Series and maturity for which such Sinking
Fund Payment was established, at prices not exceeding the applicable sinking fund Redemption
Price plus interest on such Bonds to the first date on which such Bonds could be redeemed (or in
the case of a Sinking Fund Payment due on the maturity date, the Principal Amount thereof plus
interest to such date), such purchases to be made as directed in writing by the City or otherwise
in such manner as the Trustee shall determine, or (ii) the redemption, pursuant to Section 402, of
such Bonds then redeemable by their terms. The applicable Redemption Price or Principal
Amount (in the case of maturing Bonds) of any Bonds so purchased or redeemed shall be deemed
to constitute part of the Debt Service Fund until such Sinking Fund Payment date for the purpose
of calculating the amount of such Fund. As soon as practicable after the 45th day preceding the
due date of any such Sinking Fund Payment, the Trustee shall proceed (by giving notice as
provided in Section 405) to call for redemption on such due date Bonds of the Series and
maturity for which such Sinking Fund Payment was established (except in the case of Bonds
maturing on a Sinking Fund Payment date) in such amount as shall be necessary to complete the
retitement of the Principal Amount of the Bonds of such Series and maturity as specified for such
Sinking Fund Payment in the applicable Supplemental Indenture, and whether or not the balance
in the Debt Service Fund is sufficient to pay all such Bonds. The Trustee shall pay out of the
Debt Service Fund, including the Debt Service Assistance Account in accordance with a
certificate of an Authorized Officer, to the appropriate Paying Agents, on or before such
redemption date or maturity date, the amount required for the redemption of the Bonds so called
for redemption or for the payment of such Bonds then maturing, and such amount shall be
applied by such Paying Agents to such redemption or payment.

3 In satisfaction, in whole or in part, of any amount required to be paid into the Debt
Service Fund pursuant to Section 504(2)(ii) which is attributable to a Sinking Fund Payment,
there may be delivered on behalf of the City to the Trustee Bonds of the Series and maturity
entitled to such payment. All Bonds so delivered to the Trustee in satisfaction of a Sinking Fund
Payment shall reduce the amount thereof by the amount of the aggregate of the sinking fund
Redemption Prices of such Bonds.

(4)  Notwithstanding anything to the contrary contained in this Section, the Trustee
shall not purchase or accept Bonds in lieu of any Sinking Fund Payment during the period of 45
days prior to the due date of any Sinking Fund Payment.

(5)  The City may establish in any Supplemental Indenture a separate account (herein
called "Capitalized Interest Account") within the Debt Service Fund and may deposit in the
Capitalized Interest Account any proceeds of Bonds as directed by such Supplemental Indenture
and any other moneys not otherwise directed to be applied by the Indenture. Amounts in the

—33-



Capitalized Interest Account shall be applied to the payment of interest on the Bonds and as
otherwise provided in the applicable Supplemental Indenture.

(6)  Amounts in the Stabilization Account shall be invested in Permitted Investments
at a yield not in excess of the yield recommended by nationally recognized bond counsel or in
Permitted Investments described in paragraph (iii) of the definition thereof the interest on which
is excluded from income for purposes of federal income taxation and not subject to the
alternative minimum tax.

The Trustee shall apply monies on deposit in the Stabilization Account and the
City Loan Repayment Account as follows:

6] to any shortfall in the Debt Service Account of the Debt Service Fund after
deposit of monies from the Revenue Fund but before transfers from the Debt Service
Reserve Fund, on the Business Day prior to the date on which any payment of principal or
interest on any Bonds is due and payable;

(ii)  to any shortfall in the Debt Service Reserve Fund;

(iif)  to fund capitalized interest and to fund the Debt Service Reserve Fund
Requirement on any future series of Bonds, as requested by the City;

(iv)  to the Redemption Fund, as requested by the City;

(v)  to the City for reimbursement or payment of principal of or interest on
general obligation bonds and notes of the City to finance System costs paid or payable
during the then ending fiscal year; provided that the City shall have delivered to the
Trustee a certificate of an Authorized Officer stating that (A) all funds and accounts
established under this Indenture are funded in the amounts required as of the transfer date
pursuant to the applicable provisions of this Indenture, (B) the City is in compliance with
the terms of Section 603 hereof for the Fiscal Year then ending, (C) such deposit will not
adversely affect the ability of the City to fund the funds and accounts established under
this Indenture to the amounts required to be funded in the next Fiscal Year; provided
however, that with respect to transfers from the City Loan Repayment account, that prior
to any release of monies to the City, the City shall have established the approval of the
Public Utilities Commission; and

(vi)  to such other purposes as the City may direct, not inconsistent with any
order of the Public Utilities Commission.

(7)  The City shall deposit Debt Service Assistance to the Debt Service Assistance
Account in the Debt Service Fund to be applied by the Trustee in accordance with a certificate of
an Authorized Officer, as amended from time to time. Notwithstanding anything herein to the
contrary, amounts received by the City on account of Debt Service Assistance shall be spent in
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accordance with any appropriation or agreement governing such assistance. To the extent that the
City has transferred monies to the Debt Service Assistance Account from the Revenue Fund in
anticipation of the receipt of Debt Service Assistance pursuant to Section 504(2)(iv), once the
Debt Service Assistance is received, an amount equal to such Debt Service Assistance received,
but not in excess of the amount which has been so transferred to the Debt Service Assistance
Account pursuant to Section 504(2)(iv), shall be redeposited to the Revenue Fund.

(8)  The City also may, from time to time, deposit general funds of the City to the
Debt Service Assistance Account in the Debt Service Fund in anticipation of Debt Service
Assistance to be received to be applied by the Trustee in accordance with a certificate of an
Authorized Officer, as amended from time to time; provided that such certificate also shall state
that the amount of such deposit, together with other amounts deposited therein in anticipation of
Debt Service Assistance not yet received, does not exceed the amount reasonably expected to be
received as Debt Service Assistance. Once the anticipated Debt Service Assistance is received,
an amount equal to such Debt Service Assistance received, but not in excess of the amount which
has been transferred to the Debt Service Assistance Account pursuant to this Section 506(7),
shall be transferred back to the City.

Section 507. Redemption Fund.

1) The City may deposit in the Redemption Fund any moneys, including Revenues,
not otherwise required by the Indenture to be deposited or applied elsewhere.

(2)  If at any time the amount on deposit and available therefor in the Debt Service
Fund, including the Debt Service Assistance Account and the City Loan Repayment Account, is
insufficient to pay the Principal Installments and Redemption Price of and interest on the Bonds
then due, the Trustee shall withdraw from the Redemption Fund and deposit in the Debt Service
Fund the amount necessary to meet the deficiency (other than amounts held therein for the
redemption of Bonds for which a notice of redemption shall have already been given by the
Trustee). Subject to the foregoing, if at any time the amount on deposit and available therefor in
the Operating Fund is insufficient to pay Operating Expenses when due, the Trustee shall
withdraw from the Redemption Fund and deposit in the Operating Fund the amount necessary to
meet the deficiency (other than amounts held therein for the redemption of Bonds for which a
notice of redemption shall already have been given by the Trustee). Subject to the foregoing,
amounts in the Redemption Fund may be applied by the City to the redemption of Bonds in
accordance with Section 402 and the applicable Supplemental Indenture or, in lieu thereof, to the
purchase of Bonds at prices not exceeding the applicable Redemption Prices (plus accrued
interest) had such Bonds been redeemed (or, if not then subject to redemption, at the applicable
Redemption Prices when next subject to redemption), such purchases to be made by the Trustee
at such times and in such manner as directed in writing by the City.
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Section 508. Debt Service Reserve Fund.

(1)  Except as provided in any Supplemental Indenture amounts in each Account in
the Debt Service Reserve Fund shall be used to pay debt service on the related Series of Bonds
on the date such debt service is due when insufficient moneys for that purpose are available in
the Debt Service Fund; provided, however that all amounts in an Account in the Debt Service
Reserve Fund shall be used, together with other amounts available for such purpose hereunder, to
provide for payment of the related Series of Bonds when the aggregate of such amounts is
sufficient for such purpose. Amounts in each Account of the Debt Service Reserve Fund shall be
pledged only to Holders of Bonds of the related Series; provided, however, if so provided in a
Supplemental Indenture, upon the issuance of a Series of Refunding Bonds to advance refund a
portion of a Series of Outstanding Bonds, amounts in the related Account of the Debt Service
Reserve Fund securing the Outstanding Bonds may be pledged to the unrefunded Series of
Outstanding Bonds and the Holders of the Series of Refunding Bonds on a pro rata basis. If at
any time the amounts on deposit and available therefor in the Debt Service Fund, including the
Debt Service Assistance Account and the City Loan Repayment Account, after application of any
funds on deposit in the Stabilization Account pursuant to Section 506(6), and after transfers from
the Redemption Fund are insufficient to pay the Principal Installments and Redemption Price of
and interest on the Bonds then due, the Trustee shall withdraw from the Debt Service Reserve
Fund and deposit in the Debt Service Account of the Debt Service Fund the amount necessary to
meet any such deficiency. Amounts so withdrawn shall be derived, first, from cash or Permitted
Investments on deposit therein and, second, from draws or demands on Reserve Deposits held as
a part thereof upon the terms and conditions set forth in the agreements applicable to any such
Reserve Deposits or as otherwise set forth in the Supplemental Indenture providing for such
Reserve Deposits.

(2)  The City may from time to time provide Reserve Deposits to satisfy the Debt
Service Reserve Fund requirement; provided that (A) in the case of a Reserve Deposit described
in clause (i) of the definition of Reserve Deposits, the City shall provide evidence reasonably
satisfactory to the Agency that such provision will not affect any ratings then in effect on any
bonds of the Agency secured by Agency Bonds (without regard to the effect of any credit
enhancement of such bonds), and (B) in the case of a Reserve Deposit described in clause (ii) of
the definition of Reserve Deposits, the Agency shall approve such Reserve Deposit. If on the last
business day of any month or on any day when a new Reserve Deposit is deposited in the Debt
Service Reserve Fund, the amount on deposit in the Debt Service Reserve Fund is in excess of
the Debt Service Reserve Fund Requirement (calculated as of the first day of the next succeeding
month) the Trustee, shall promptly notify the City and, acting in accordance with a certificate of
an Authorized Officer, to the extent of such excess, either (i) transfer cash and Permitted
Investments to any Fund or Account established hereunder or (ii) consent to the reduction of the
stated amount of any Reserve Deposit or (iii) do any combination of the foregoing.

(&) The Trustee shall determine the amount of cash and Permitted Investments on
deposit in the Debt Service Reserve Fund on each interest payment date for the Bonds after any
withdrawals have been made on such date. Whenever the Trustee shall determine that the cash
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and Permitted Investments on deposit in the Debt Service Reserve Fund together with all other
funds available for the purpose is equal to or in excess of the Redemption Price of all Bonds
Outstanding, the Trustee, at the written direction of the City, shall transfer the balance of such
cash and Permitted Investments from the Debt Service Reserve Fund to the Redemption Fund in
connection with the redemption of all Bonds Outstanding.

(4)  Notwithstanding anything to the contrary in this Indenture or any Supplemental
Indenture, if a cash withdrawal is made from the Debt Service Reserve Fund pursuant to Section
508(1) or in the event that the City shall not be in compliance with the Debt Service Reserve
Requirement, monthly deposits shall be made to the Debt Service Reserve Fund pursuant to
Section 504(2)(v) on the last Business Day of the calendar month in which the withdrawal is
made and on the last Business Day of each of the five succeeding calendar months in an amount
equal to one-sixth (1/6) of the amount of such withdrawal. In the event that the Debt Service
Reserve Fund Requirement is satisfied in whole or in part by a Reserve Deposit and there shall
have been a draw on such Reserve Deposit, the City shall (i) restore the Reserve Deposit within
six months of such draw in six equal monthly restorations or (ii) deposit cash in the Debt Service
Reserve Fund to replenish the Debt Service Reserve Requirement in accordance with the
schedule set forth in the prior sentence. Unless and until the requirements of the preceding two
sentences are not met, the difference between the amount of such withdrawals or draws and the
amount redeposited or restored to the Debt Service Reserve Fund on account of such withdrawal
or draws pursuant to the preceding sentences shall be deemed to be on deposit in the Debt
Service Reserve Fund for purposes of calculating compliance with the Debt Service Reserve
Fund Requirement.

Section 509. Rebate Fund. If any Series of Bonds or Subordinated Bonds is issued, or
becomes, subject to the rebate requirement of Section 148(f) of the Internal Revenue Code of
1986, as amended, the City may, by Supplemental Indenture, activate the Rebate Fund
established hereunder, and the Trustee shall then establish a separate Rebate Account within the
Rebate Fund for such Series of Bonds or Subordinated Bonds. Funds on deposit in any Rebate
Account shall be applied as set forth in the applicable Supplemental Indenture.

Section 510. Operation and Maintenance Reserve Fund.

(a) If any time the amount on deposit and available therefor in the Debt Service Fund,
Redemption Fund, Debt Service Reserve Fund, and one or more Capital Improvements Accounts
is insufficient to pay the Principal Installments and Redemption Price of and interest on the
Bonds then due, the Trustee shall transfer from the Operation and Maintenance Reserve Fund to
the Debt Service Fund the amount necessary to meet the deficiency.

(b)  Subject to subsection (a) of this Section, if at any time the amount on deposit in
the Operating Fund is insufficient to pay all Operation and Maintenance Expenses then payable,
the Trustee, upon receipt of a certificate of an Authorized Officer to that effect, shall withdraw
from the Operation and Maintenance Reserve Fund and pay to the City for deposit in the
Operating Fund the amount specified in such certificate.
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Section 511. Unrestricted Fund. The City may make transfers to the Unrestricted Fund
in accordance with Section 504(3)(ii), provided that (1) all funds and accounts established under
this Indenture are funded in the amounts required as of the transfer date pursuant to the
applicable provision of this Indenture, (2) the City is in compliance with the terms of Section 603
herein for the Fiscal Year then ended and (3) upon certification of an Authorized Officer of the
City, such deposit will not adversely affect the ability of the City to comply with the terms of
Section 603 hereof in the next ensuing Fiscal Year. Amounts on deposit in the Unrestricted Fund
may be used for any lawful purpose.

Section 512. Investments.

(1)  Except as otherwise provided in Section 1101 or subsection 2 of this Section,
money held for the credit of any fund or account held by the Trustee under the Indenture shall, to
the fullest extent practicable, be invested, either alone or jointly with moneys in any other fund or
account, by the Trustee at the written direction of an Authorized Officer of the City in Permitted
investments which shall mature or be redeemable at the option of the holder thereof, on such
dates and in such amounts as may be necessary to provide moneys to meet the payments from
such funds and accounts; provided that if moneys in two or more funds or accounts are
commingled for purposes of investments, the Trustee shall maintain appropriate records of the
Permitted Investments or portions thereof held for the credit of such fund or account.
Notwithstanding the foregoing, except as provided in any Supplemental Indenture, moneys in the
Debt Service Reserve Fund shall be invested solely in the investments specified in paragraphs (i),
(i), (i), (v), (vi), (vii), (viii), (ix) and (x) of the definition of Permitted Investments. At least
one-half of the moneys in the Debt Service Reserve Fund shall be invested in Permitted
Investments (a) maturing no later than ten (10) years from the date such Permitted Investment is
acquired by the Trustee or (b) subject to liquidation at par or at the amortized cost thereof, as
applicable, at any time application of the moneys so invested is required under the terms of the
Indenture. Unless otherwise directed by any Supplemental Indenture, Permitted Investments
purchased as an investment of moneys in any fund or account shall be deemed at all times to be a
part of such fund or account and all income thereon shall accrue to and be deposited in such fund
or account and all losses from investment shall be charged against such fund or account;
provided that all income earned on investment of the Redemption Fund and the Insurance
Reserve Fund shall be credited to and deposited in the Revenue Fund and all income earned on
investment of the Debt Service Reserve Fund shall be credited to and deposited in the Debt
Service Fund. Notwithstanding any provision herein or in a Supplemental Indenture to the
contrary, the Trustee shall not be liable for any losses from investment in accordance with this
Section 512. The City may by Supplemental Indenture direct that all or any portion of income
earned on investment of moneys allocable to any Series of Bonds in any fund or account
established hereunder shall be transferred to the Rebate Account established for such Series of
Bonds in the Rebate Fund created under Section 509.

38—



- |

(2)  In computing the amount in any fund or account hereunder for any purpose,
Permitted Investments shall be valued at amortized cost. As used herein the term "amortized
cost", when used with respect to an obligation purchased at a premium above or a discount below
par, means the value as of any given time obtained by dividing the total premium or discount at
which such obligation was purchased by the number of days remaining to maturity on such
obligation at the date of such purchase and by multiplying the amount thus calculated by the
number of days having passed since such purchase; and (i) in the case of an obligation purchased
at a premium by deducting the product thus obtained from the purchase price, and (ii) in the case
of an obligation purchased at a discount by adding the product thus obtained to the purchase
price. Unless otherwise provided in the Indenture, Permitted Investments in any fund or account
hereunder shall be valued at least once in each Fiscal Year on the last day thereof
Notwithstanding the foregoing, Permitted Investments in the Debt Service Reserve Fund shall be
valued at amortized cost for all purposes of the Indenture unless and until a withdrawal from
such Fund shall be required in accordance with Section 508(1) in which event such investments
shall thereafter be valued at amortized cost or market, whichever is lower, until the balance in
such Fund, on the basis of such valuation, shall equal the Debt Service Reserve Fund
Requirement.

Section 513. Holding of Special Deposits. Except as otherwise provided in any
Supplemental Indenture, moneys held by or for the account of the City in connection with the
System which are required to be applied under the terms of an agreement with respect to the
acquisition, construction or alteration of a facility which is the subject of such agreement
(including, any such moneys received by the City for such purpose under any grant or loan
agreement with the United States of America or the City or any agency, political subdivision or
instrumentality of either) or which are subject to refund by the City or held for the account of
others or subject to refund to others, including, without limitation, any amounts which, under any
agreement by the City providing for adequate separation of such amounts from Revenues, are
collected by the City on behalf of others for services rendered or commodities provided to
customers of the System, any amounts deducted by the City from wage and salary payments to
the employees of the System, any amounts contributed by the City to any pension or retirement
fund or system which amounts are held in trust for the benefit of the employees of the City and
any amounts held as deposits, including customer service deposits, guaranteed revenue contract
deposits, unexpended developer's deposits under construction loan contracts, minimum revenue
deposits and unexpended jobbing deposits, together with any investments of such moneys and
interest and profits thereon to the extent such interest and profits are also held for the account of
others or subject to refund to others, may be held by the City outside of the various funds and
accounts established by the Indenture and, notwithstanding anything herein to the contrary, shall
not be subject to the pledge created by the Indenture or be considered Revenues hereunder while
so held.
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ARTICLE VI
PARTICULAR COVENANTS OF THE CITY
The City covenants and agrees as follows:

Section 601. Powers as to Bonds and Pledge. The City has taken all action necessary to
authorize the Indenture and Ordinance Number 99-21 approved June 9, 1999 is duly authorized
under the Act and all applicable laws to create and issue the Bonds and to adopt the Indenture
and to pledge the Revenues and other moneys, securities, Reserve Deposits and funds purported
to be pledged by the Indenture in the manner and to the extent provided in the Indenture. The
Revenues and other moneys, securities, Reserve Deposits and funds so pledged are and will be
free and clear of any pledge, lien, charge or encumbrance thereon with respect thereto prior to, or
of equal rank with, the pledge created by the Indenture except to the extent expressly permitted
hereby. The City shall at all times, to the extent permitted by law, defend, preserve and protect
the pledge of the Revenue and other moneys, securities, Reserve Deposits and funds pledged
under the Indenture and all the rights of the Bondholders under the Indenture against all claims
and demands of all persons whomsoever.

Section 602. [RESERVED]

Section 603. Covenant as to Rates and Charges. To the extent not otherwise provided by
a Supplemental Indenture,

(D So long as any Bonds are Outstanding, the City will taken all actions in its power
to establish and maintain Rates and Charges adequate at all times, with other available funds, to
provide Revenues and other moneys including amounts from the Stabilization Account, at least
sufficient to pay or provide for, as the same become due or are payable (i) all Operating
Expenses, (ii) all payments of Principal Installments and Redemption Price of and interest on the
Bonds and all other bonds, notes or other evidences of indebtedness of or assumed by the City
which are payable from Revenues of the System, (iii) all amounts, if any, payable to the
Operation and Maintenance Reserve Fund, the Debt Service Reserve Fund, and, if any, the
Insurance Reserve Fund, (iv) all repairs, replacements, and renewals of the System deemed
necessary by the City which are payable from Revenues of the System and (v) all other amounts
which the City may by law order of the Public Utilities Commission or contract be obligated to
pay from Revenues of the System. Provided the City complies with Section 504(4) and has
complied or is diligently proceeding to comply with the requirements of subsection (3) and (4) of
this Section 603, the Trustee shall take no action pursuant to Section 701 or Section 703 on
account of any failure by the City to comply with the requirements of this subsection; provided
that the setting of Rates and Charges shall, to the extent required by law, be subject to the
approval of the Public Utilities Commission.
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(2)  Without limiting the generality of the foregoing, the City will take all actions
within its power to establish and maintain Rates and Charges at levels sufficient so that total Net
Revenues in each Fiscal Year during which Bonds are Outstanding, shall equal at least one
hundred twenty-five percent (125%) of the Debt Service Requirement during such Fiscal Year
with respect to all Bonds Outstanding as of the first day of such Fiscal Year. Failure by the City
to comply with the requirements of this subsection (2) shall not be considered an Event of
Default under the Indenture so long as the City has complied or is diligently proceeding to
comply with the requirements of subsection (3) and (4) of this Section 603; provided that the
setting of Rates and Charges shall to the extent required by law, be subject to the approval of the
Public Utilities Commission.

(3)  On or before the day which is six months prior to the last Business Day of each
Fiscal Year the City shall review the adequacy of its Rates and Charges to satisfy the
requirements of this Section for the next succeeding Fiscal Year. If such review indicates that
the Rates and Charges are, or are likely to be, insufficient to meet the requirements of this
Section for the next succeeding Fiscal Year, or if it otherwise appears at any time during such
Fiscal Year that Rates and Charges are or are likely to be insufficient to meet such requirements,
the City shall promptly take such steps as are permitted by law and as are necessary to cure or
avoid the deficiency, including but not limited to, making an emergency request to the Public
Utilities Commission to raise its rates and charges.

(4)  Within one hundred and eighty days of the close of each Fiscal Year while Bonds
are Outstanding, the City shall deliver to the Trustee a certificate of an Authorized Officer (which
may be based on unaudited financial statements) stating, if such was the case, that the City
satisfied the requirements of subsections (1) and (2) of this Section 603 in such Fiscal Year or, if
such was not the case, specifying in reasonable detail the corrective steps taken by the City so
that it will comply with such requirements in the then current Fiscal Year. If such certificate is
based on unaudited financial statements, then within 270 days of the close of each Fiscal Year
while the Bonds are Outstanding, the City shall deliver to the Trustee an additional certificate
based on audited financial statements. Any certificate based on audited financial statements shall
be accompanied by a certificate of the independent public accountant or firm of accountants
regularly auditing the books of the City in accordance with Section 609 setting forth the Net
Revenues for the preceding Fiscal Year.

Section 604. Sale. Lease or Encumbrance of System.

(1)  Except as provided in this Section and Section 607(3), no part of the System shall
be sold, leased (with the City as lessor) or otherwise disposed of or encumbered.

(2)  To the extent permitted by law, the City may sell or exchange or otherwise
dispose of at any time or from time to time any property or facilities constituting part of the
System which either (i) are worn out or obsolete or (ii) in the written opinion of the City are no
longer useful in the operation of the System and, if the market value of such property or facilities
as determined by the City is in excess of $500,000, the City delivers to the Trustee a certificate of
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an Authorized Officer stating, in the opinion of the signer, that the sale, exchange or other
disposition of such property or facilities will not impair the ability of the City to satisfy the
requirements of Section 603 in the then current or any future Fiscal Year. To the extent permitted
by law, any proceeds of such sale, exchange or other disposition not used to replace the property
so sold, exchanged or disposed of shall be deposited in the Revenue Fund.

(3)  To the extent permitted by law, the City may sell, mortgage, grant security
interests in, or otherwise encumber any real or personal property included in the System, or may
lease as lessee any real or personal property to be used in the operation of the System; provided
that the City shall deliver to the Trustee a written report satisfactory to the Agency (A) stating
that such action shall not impede the City's ability to comply with all the covenants set forth in
Article VI of this Indenture for so long as any Bonds or Subordinated Bonds shall remain
Outstanding and (B) including a certificate of a Consulting Engineer or a Certified Public
Accountant (a) setting forth the estimated annual Net Revenues for each of the five full Fiscal
Years following the action (including the Fiscal Year in which such action is taken), after giving
effect to any increases or decreases in Rates and Charges projected to be in effect for such period
and to any additional Revenues projected to be available during such period, and (b) showing for
each of such Fiscal Years that the estimated annual Net Revenues for such Fiscal Year will be at
least equal to one hundred twenty-five percent (125%) of the Debt Service Requirement for such
Fiscal Years (provided that the Consulting Engineer's or Certified Public Accountant's certificate
shall not project any increase in Rates and Charges during the first full Fiscal Year of the
projection period which has not been adopted by the City for such Fiscal Year on or before the
date of such certificate). The proceeds of sale, if any, of any such property mortgaged or
otherwise encumbered, after satisfying the mortgage, security interest or other encumbrance
secured by the same, to the extent permitted by law, shall be deposited in the Revenue Fund.

(4)  The City may lease as lessor or make contracts or grant licenses for the operation
of, or grant easements or other rights with respect to, any part of the System if such lease,
contract, license, easement or right does not, in its written opinion, impede the operation by the
City of the System. Except as provided in Section 607(3), any payments to the City under or in
connection with any such lease, contract, license, easement or right (except any such payments
specifically excluded from the definition of Revenues) shall constitute Revenues and be deemed
Rates and Charges.

(5)  Nothing in this Indenture shall prevent the City from conveying and assigning to a
municipal authority created pursuant to any applicable statute or to another entity (the
"Authority") all or substantially all of its right, title and interest in the System and thereupon
becoming released from all of its obligations hereunder, under any Supplemental Indenture and
under the Bonds (1) if the Authority (A) assumes in writing the City's obligations under the
Indenture or (B) otherwise assumes in writing the City's obligations to pay the principal,
redemption premium, if any, and interest on all Bonds issued pursuant to this Indenture and then
outstanding according to the terms thereof and the instrument of assumption provides the
Bondholders or the Trustee or entity serving in a similar capacity and acting on behalf of the
Bondholders with substantially all of the rights and remedies provided in this Indenture;
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provided, however, that before the City may consummate such a conveyance and assignment and
obtain a release of its obligations hereunder, under any Supplemental Indenture and under the
Bonds, the following conditions shall have been satisfied:

(a) the City and the Trustee shall have received a Counsel's Opinion
substantially to the effect that the conveyance to the Authority of all or substantially all of
the City's right, title and interest in the System, the assignment to the Authority of the
obligations of the City under this Indenture, any Supplemental Indenture and the Bonds to
make payments of principal, redemption premium, if any, and interest on the Bonds, and
the release of the City from all of its obligations hereunder, under any Supplemental
Indenture and under the Bonds, have been duly authorized by the City, do not violate any
applicable law, ordinance, resolution or regulation of the City or any applicable court
decision and do not adversely impact the System's eligibility for federal or state grants or
other financial assistance or the qualification of any Agency Loan Agreement under the
Safe Drinking Water Act of 1974, 42 U.S.C. §§ 300f-300j-9.

(b) the City and the Trustee shall have received a Counsel's Opinion
substantially to the effect that (i) the acquisition by the Authority of all or substantially all
of the City's right, title and interest in the System and the assumption by the Authority of
the City's obligations hereunder, under any Supplemental Indenture and under the Bonds
to make payments of principal, redemption premium, if any, and interest on the Bonds
have been duly authorized by the Authority and do not violate any law, ordinance,
resolution or regulation applicable to the Authority or any applicable court decision; (ii)
the instrument under which the Authority assumes the obligations of the City hereunder,
under any Supplemental Indenture and under the Bonds to make payments of principal,
redemption premium, if any, and interest on the Bonds constitutes a valid and binding
obligation of the Authority enforceable in accordance with its terms except as
enforcement may be limited by bankruptcy, insolvency or other similar laws or equitable
principles affecting the enforcement of creditors' rights; (iii) the security interest granted
by the Authority pursuant to subparagraph (d) creates a valid and effective first priority
lien and security interest in the revenues to be generated by the System; and (iv) the rates
and charges established by the Authority and referred to below in subparagraph (e) have
been duly authorized and enacted in accordance with applicable law;

(c) the City and the Trustee shall have received a Counsel's Opinion
substantially to the effect that the conveyance of all or substantially all of the City's right,
title and interest in the System to the Authority; the release of the City from its
obligations hereunder, under any Supplemental Indenture and under the Bonds; and the
assumption by the Authority of the City's obligations hereunder, under any Supplemental
Indenture and under the Bonds to make payments of principal, redemption premium, if
any, and interest on the Bonds will not have an adverse effect on the exemption of interest
on any Series of Bonds issued as federally tax-exempt Bonds;
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(d)  the Authority shall, concurrently with the conveyance, assignment,
assumption and release described above, grant to the Trustee or entity serving in a similar
capacity and acting on behalf of Bondholders a security interest in the revenues to be
generated by the System following the conveyance, assignment, assumption and release
equal to the security interest granted in Revenues hereby;

(e) the City and the Trustee shall have received a certificate of a Consulting
Engineer or Certified Public Accountant indicating that the Authority could issue at least
one dollar ($1) of additional bonds in compliance with the requirements of Section
205(2)(iv) following the conveyance, assignment, assumption and release described
above or that the coverage ratio calculated under Section 205(2)(iv)(b) would not be
worse immediately after such conveyance, assignment, assumption and release than it was
immediately preceding such conveyance, assignment, assumption and release, in each
case treating any other debt of the City to be secured by the Revenues on a parity with the
Bonds as Bonds for purposes of such calculation;

® the City shall have provided (1) evidence to the Trustee that the details of
such conveyance of all or substantially all of the City's right, title and interest in the
System to the Authority; the release of the City from its obligations hereunder, under any
Supplemental Indenture and under the Bonds; and the assumption by the Authority of the
City's obligations hereunder, under any Supplemental Indenture and under the Bonds to
make payments of principal, redemption premium, if any, and interest on the Bonds have
been provided in writing to each Rating Agency then assigning a rating on Outstanding
Bonds and that each such Rating Agency has either (a) confirmed in writing that such
conveyance will not, in and of itself, adversely affect such ratings, if any, or (b) issued a
rating on a Series of Bonds to be issued by the Authority which is not lower than the
rating assigned by such Rating Agency to any Series of Outstanding Bonds (which rating
in each case is not based on Additional Security, if any, provided for such Series of
Outstanding Bonds or Authority Bonds, as applicable) or (2) any other evidence
satisfactory to the Trustee that such conveyance will not, in and of itself, adversely affect
the then current ratings, if any, assigned to any Outstanding Bonds by any Rating Agency;
and

(g)  the City and the Trustee shall have received a Counsel's Opinion
substantially to the effect that the conveyance of all or substantially all of the City's right,
title and interest in the System to the Authority; the release of the City from its
obligations hereunder, under any Supplemental Indenture and under the Bonds; and the
assumption by the Authority of the City's obligations hereunder, under any Supplemental
Indenture and under the Bonds to make payments of principal, redemption premium, if
any, and interest on the Bonds will not have an adverse effect on the exemption of interest
on any bonds issued by the Agency which are secured in whole or in part by Agency
Bonds and are issued as federally tax-exempt bonds.
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In connection with the conveyance to the Authority of all or substantially all of the City's
right, title and interest in the System, the City shall convey and assign to the Authority all
amounts on deposit in the funds and accounts established hereunder.

Anything in this Indenture to the contrary notwithstanding, upon a conveyance of all or
substantially all of the assets of the System to the Authority pursuant to this subsection, the
provisions of this Indenture shall no longer be enforceable against the City.

Section 605. Operation, Maintenance and Reconstruction. The City shall operate, or
cause to be operated, the System properly and in a sound, efficient and economical manner and
shall maintain, preserve, and keep the same or cause the same to be maintained, preserved, and
kept in good repair, working order and condition, and shall from time to time make, or cause to
be made, all necessary and proper repairs, replacements and renewals so that the operation of the
System may be properly and advantageously conducted, and, if any useful part of the System is
damaged or destroyed or taken through the exercise of eminent domain, the City shall, as
expeditiously as practicable, commence and diligently prosecute the replacement or
reconstruction of such damaged or destroyed part so as to restore the same to use and the
replacement of such part so taken; provided, however, that nothing in the Indenture shall require
the City to operate, maintain, preserve, repair, replace, renew or reconstruct any part of the
System if there shall have been filed with the Trustee a certificate of an Authorized Officer;
which certificate may be conclusively relied upon by the Trustee, stating that, in the opinion of
the signer, (i) abandonment of operation of such part is economically justified and is not
prejudicial to the interests of the Holders of the Bonds, and (ii) failure to operate, maintain,
preserve, repair, replace, renew or reconstruct such part will not impair the ability of the City to
satisfy the requirements of Section 603 in the current or any future Fiscal Year.

Section 606. Insurance and Condemnation.

(1)  The City shall at all times keep all property which is a part of the System and
which is of an insurable nature and of the character usually insured by operating systems similar
to the System insured against loss or damage by fire and from other causes customarily insured
against and in such relative amounts as are customary or shall self-insure against such risks as
provided in subsection (3). The City will also at all times maintain insurance against loss or
damage from such hazards and risks to the persons and property of others as are usually insured
against by those operating systems similar to the City, or shall self-insure against such risks as
provided in subsection (3). In determining the amounts and types of insurance to be maintained
under this Section, the City may rely upon the advice of a Consulting Engineer or an insurance
consultant of recognized standing selected by the City. Any policies of insurance shall be carried
with insurers of good standing authorized to do business in the State and shall provide that the
proceeds of such insurance shall be payable to the City.

2) All proceeds of insurance, if any, insuring the properties and facilities of the
System against loss or damage shall be applied to the restoration, replacement or reconstruction
of the property or facility lost or damaged, unless the City determines in accordance with Section
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605 not to restore, replace or reconstruct such property or facilities. Any proceeds of such
insurance not applied to restoration, replacement or reconstruction or remaining after such work
is completed shall be deposited in the Revenue Fund, provided that any proceeds of insurance
received by the City with respect to loss or damage to a Project prior to the completion of
construction thereof shall be deposited in the applicable Project Account and applied in
accordance with Section 503. Proceeds of insurance against loss or damage to the person or
property of others shall be applied by the City in satisfaction of the applicable claim.

(3)  Ifatany time the City determines that any of the policies of insurance required to
be maintained by this Section are not reasonably obtainable or may not be obtained at a
reasonable cost either with respect to coverage, amounts or deductibles, the City shall deposit in
the Insurance Reserve Fund an amount equal to the Insurance Reserve Fund Requirement. For
the purpose of this Section and Section 504(2)(viii), the Insurance Reserve Fund Requirement
shall be that amount (or such greater amount provided in any Supplemental Indenture) for any
Fiscal Year or portion thereof certified to the City by a Consulting Engineer or an insurance
consultant retained by the City (who may be the insurance consultant or agent regularly
furnishing insurance to the City) as adequate to reserve against the risks to be covered by the
Insurance Reserve Fund. A certificate of an Authorized Officer, approved by such Consulting
Engineer or insurance consultant, setting forth the Insurance Reserve Fund Requirement shall be
promptly delivered to the Trustee. The City shall annually review the requirements of the
Insurance Reserve Fund and no later than one hundred and twenty (120) days after the end of
each Fiscal Year shall deliver to the Trustee a certificate of an Authorized Officer setting forth
the Insurance Reserve Fund Requirement for the next ensuing Fiscal Year or any portion thereof.
For purposes of Section 504(2)(viii), if at any time the Insurance Reserve Fund Requirement
shall be increased pursuant to this Section or if as of the last business day of a Fiscal Year the
balance in the Insurance Reserve Fund shall be less than the Insurance Reserve Fund
Requirement calculated as of such date, the certificate of an Authorized Officer required by the
foregoing sentence shall also specify the dates and amounts of deposits to such Fund during the
next succeeding Fiscal Year pursuant to Section 504(2)(viii) so that no later than the last day of
such Fiscal Year the balance in such Fund shall equal the Insurance Reserve Fund Requirement
calculated as of such date.

C)) If at any time the amounts on deposit and available therefor in the Debt Service
Fund, Redemption Fund, Debt Service Reserve Fund, one or more Capital Improvements
Accounts and Operation and Maintenance Reserve Fund, are insufficient to pay the Principal
Installments and Redemption Price of and interest on the Bonds then due, the City shall withdraw
from the Insurance Reserve Fund and pay to the Trustee for deposit in the Debt Service Fund the
amount necessary to meet the deficiency. Subject to the foregoing, amounts in the Insurance
Reserve Fund shall be applied by the City to the payment of liability claims and the cost of
defending such claims or to the restoration, replacement or reconstruction of portions of the
System lost or damaged and for which neither insurance proceeds or amounts specifically
designated therefor in the Operating Fund are available. Any amounts withdrawn from the
Insurance Reserve Fund shall be applied in the same manner as provided in this Section for the
proceeds of insurance, provided that any such amount not required for the restoration,

—46-

|

S |



replacement or reconstruction of property lost or damaged or remaining after such work has been
completed shall be redeposited in the Insurance Reserve Fund. If at any time the amount on
deposit in the Insurance Reserve Fund is in excess of the Insurance Reserve Fund Requirement or
if the Commission at any time should determine that such Fund is no longer required hereunder,
such excess, or the balance of such Fund as the case may be, shall be paid to the Trustee for
deposit in the Revenue Fund or, if all or a portion of the amounts on deposit in such Fund were
derived from proceeds of a Series of Bonds, to the Redemption Fund to the extent of such portion
to be applied to the redemption of Bonds of such Series.

%) Not later than the last day of each third full Fiscal Year following the delivery of
any Bonds, the City shall cause a Consulting Engineer or an insurance consultant retained
pursuant to this Section to review the adequacy of the Insurance Reserve Fund and the Insurance
Reserve Fund Requirement and the policies of insurance then maintained by the City and to
deliver a report thereon (which may be included in the report required by Section 609(2)) to the
City and the Trustee.

(6)  If any property or facilities comprising part of the System shall be taken through
the exercise of the power of eminent domain, the City shall apply the proceeds of any award
received on account of such taking to the replacement of the property or facilities so taken, unless
the City determines in accordance with Section 605 not to replace such property or facilities. Any
proceeds of such award not applied to replacement or remaining after such work has been
completed shall be deposited in the Revenue Fund.

Section 607. Creation of Liens, Other Indebtedness.

(1)  The City shall not issue any bonds, notes or other evidences of indebtedness, other
than the Bonds and Subordinated Bonds, secured by a pledge of or other lien on the Revenues of
the System and other moneys, securities, Reserve Deposits, if any, and funds held or set aside by
the City or by the Fiduciaries under the Indenture, and shall not otherwise create or cause to be
created any lien or charge on the Revenues of the System, moneys, securities, Reserve Deposits,
if any, and funds, except to the extent provided in this Section 607.

(2)  Notwithstanding anything herein to the contrary the City may at any time or from
to time issue notes or other evidences of indebtedness (and renewals thereof);

) in anticipation of Bonds to the extent and in the manner provided in Section 207,

which notes, if so determined by the City, may be secured by a pledge of
Revenues, provided that such pledge shall in all respects be subordinate to the
provisions of the Indenture and the pledge created by the Indenture;
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(i)  in anticipation of the receipt by the City of any grant-in-aid from the United States
of America or the State or any agency, instrumentality or political subdivision of
either of them, for or on account of Capital Improvements and payable solely out
of, or secured by a pledge of, the amounts to be received (which amounts shall not
be deemed Revenues hereunder while any such notes are outstanding); provided
that no such notes shall be issued unless (a) the City shall have received and
accepted an agreement, whether conditional or unconditional, providing for the
grant-in-aid anticipated by such notes executed by authorized officers of the
grantor, (b) the aggregate principal amount of such notes (excluding renewals
thereof issued by the City) shall not exceed the aggregate amount of the grant-in-
aid provided for in such agreement and not yet received by the City and (c) all
such notes or renewals thereof shall be issued to mature not later than six months
after the expected final date of receipt of amounts provided under such grant-in-
aid; or

(i)  in anticipation of the Revenues to be received in any Fiscal Year, which notes
may be payable out of, or secured by a pledge of, Revenues; provided that (a) any
such pledge shall in all respects be subordinate to the provisions of the Indenture
and the pledge created by the Indenture, (b) any such notes shall be payable no
later than one year from date of issue (or, in the case of notes issued to renew such
notes, no later than one year from the date of issue of the original issue of notes),
(c) the aggregate amount of such notes outstanding at any one time in a Fiscal
Year shall not exceed fifty percent (50%) of the Revenues for the immediately
preceding Fiscal Year and (d) the proceeds of such notes (other than the proceeds
of renewal notes require to pay notes) shall be deposited in the Revenue Fund.

(3)  Notwithstanding anything herein to the contrary, the City may issue bonds, notes
or other evidences of indebtedness secured solely by the revenues, receipts or other moneys
derived by the City from the lease, license, operation, sale or other disposition of any facility or
equipment constituting part of the System hereafter constructed or acquired by or on behalf of the
City with the proceeds of such bonds, notes or evidences of indebtedness. Such revenues,
receipts and other moneys shall not be considered Revenues or Rates and Charges hereunder
provided that (i) neither the debt service on such bonds, notes, or other evidences of indebtedness
nor any cost of the acquisition, construction, operation, maintenance or repair of any such facility
or equipment nor provision for reserves for any of the foregoing shall be paid from the proceeds
of Bonds or from Revenues (other than Revenues deposited in the Unrestricted Fund pursuant to
Section 504) or shall be included in Operating Expenses; (ii) any such receipts and monies in
excess of such debt service cost of acquisition, construction or operation, maintenance, repair and
reserves shall be deposited in the Revenue Fund (and upon such deposit shall be deemed
Revenues); and (iii) prior to the issue of any such bonds, notes or other evidences of
indebtedness, the City shall deliver to the Trustee a certificate of a Consulting Engineer stating
that the lease, license, operation, sale or other disposition of such facility or equipment and the
application of the revenues, receipts and other moneys derived therefrom to the operation,
maintenance and repair thereof and the payment of the debt service on the bonds, notes or other
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evidences of indebtedness issued therefor and the provision of reserves for the foregoing, will not
result in any decrease in the Net Revenues projected by such Consulting Engineer or Certified
Public Accountant to be received by the City during the succeeding five Fiscal Years (including
the Fiscal Year in which such bonds, notes or other evidences of indebtedness are issued).

(4)  The City hereby reserves the right, and nothing herein shall be construed to impair
such right, to finance improvements to the System by the issuance of its general obligation
bonds, provided that nothing herein shall be construed as requiring the issuance of any such
bonds and that no such bonds shall be deemed to be Bonds for any purpose hereunder.

Section 608. Annual Operating Budget. (1) Not less than one day prior to the beginning
of each Fiscal Year, the City Council shall adopt and file with the Trustee an annual operating
budget for the System (herein called "Annual Budget") for such Fiscal Year. The City Council
may at any time, but not more often than once a month, adopt and file with the Trustee (or
annually delegate to an Authorized Officer the authority to prepare and file with the Trustee) an
amended or supplemental Annual Budget for the Fiscal Year then in progress, provided that an
amendment for the purpose of making changes in one or more line items within the Annual
Budget, but which does not increase the aggregate amount of expenses shown in the Annual
Budget for such Fiscal Year may be filed by an Authorized Officer without action by the City
Council and provided further that any amendment that increases the aggregate amount of
expenses shown in the Annual Budget for such Fiscal Year shall be accompanied by a certificate
of an Authorized Officer to the effect that such increase will not preclude compliance by the City
with the covenants set forth in Section 603. An Authorized Officer shall prepare and may amend
from time to time, a monthly breakdown of the Annual Budget which breakdown or amendment
thereto shall be filed with the Trustee and shall show for each month projected Operating
Expenses to be paid from the Operating Fund in such month, as well as the Revenues or other
moneys held hereunder projected to be available to meet the same. The City shall not incur
aggregate Operating Expenses in any Fiscal Year in excess of the aggregate amount of Operating
Expenses shown in the Annual Budget as amended and supplemented for such Fiscal Year
except in case of emergency or as required by law and shall promptly file a written report of any
such excess expenditure with the Trustee signed by an Authorized Officer. For the purposes of
this Section 608, "Authorized Officer" shall include, individually, the Mayor, the Finance
Director and the Department of Public Works Director of the City.

2) For purposes of Section 504(2), the Operation and Maintenance Reserve Fund
Requirement shall mean, unless a greater amount is required by any Supplemental Indenture, (i)
from the date of delivery of the initial Series of Bonds hereunder until the last day of the third
full Fiscal Year after such Bonds are delivered, the amount provided in the Supplemental
Indenture for the initial Bonds, and (ii) as of the last business day of each calendar month
thereafter an amount equal to at least the sum of (a) the balance on deposit in the Operation and
Maintenance Reserve Fund on the last day of the prior Fiscal Year and (b) one-twelfth (1/12) of
the amount, if any, by which the balance of the Operation and Maintenance Reserve Fund on the
last day of the prior Fiscal Year was less than the Operation and Maintenance Reserve Fund
Requirement calculated as of such day multiplied by the number of months of the current Fiscal
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Year that have passed since the beginning of such Fiscal Year, and either plus (c) one-twelfth
(1/12) of one-sixth (1/6) of the amount, if any, by which the projected aggregate Operating
Expenses of the current Fiscal Year (as shown in the Annual Budget as then amended and
supplemented for such Fiscal Year) exceeds the aggregate Operating Expenses for the prior
Fiscal Year multiplied by the number of months of the current Fiscal Year that have passed since
the beginning of such Fiscal Year or minus (d) one-sixth (1/6) of the amount, if any, by which
such projected aggregate Operating Expenses are less than the aggregate Operating Expenses for
the prior Fiscal Year.

For purposes of such computation, the City and the Trustee shall consider the amount of
Operating Expenses paid in a prior Fiscal Year to be such amount as estimated by an Authorized
Officer in a certificate filed with the Trustee on or before the last day of such Fiscal Year subject
to adjustment with respect to the actual amount as set forth in a certificate of an Authorized
Officer filed with the Trustee on or before one hundred twenty (120) days after the end of such
Fiscal Year.

(3)  Prior to an Event of Default, the City Council and the Authorized Officers shall
not be required to file the Annual Budget and other reports required by Section 608(1) with the
Trustee and shall provide such items to the Agency to the extent required by any Loan
Agreement between the City and the Agency.

Section 609. Accounts and Reports.

(1)  The City shall annually, within 270 days after the close of each Fiscal Year or as
soon thereafter as is practicable, file with the Trustee a copy of financial statements, audited by
and containing the report of an independent public accountant or firm of accountants acceptable
to the Trustee, relating to or including schedules relating to the operations and properties of the
System for such Fiscal Year and setting forth in reasonable detail its financial condition as of the
end of such year and income and expenses for such year, and including a summary of the receipt
in and disbursements from the funds and accounts maintained under the Indenture during such
Fiscal Year and the amounts held therein at the end of such Fiscal Year. In the event that such
financial statements are not available within 270 days after the close of each Fiscal Year, the City
shall so notify the Trustee in writing within 270 days. Each annual report shall be accompanied
by a certificate of the accountant or firm of accountants auditing the same to the effect that in the
course of and within the scope of their examination of such financial statements nothing came to
their attention that would lead them to believe that an Event of Default had occurred under the
Indenture or, if such is not the case, specifying the nature of the Event of Defauit.

2) Not later than June 30, 2009 and the last day of each fifth Fiscal Year thereafter,
the City shall cause an examination of and report on the properties and operations of the System
to be made by a Consulting Engineer and shall cause a copy of such examination and report,
certified by an Authorized Officer, to be filed with the Trustee. Such examination and report
shall include a review and evaluation of the City's current and any proposed Capital
Improvements Budget for the System and of the City's Annual Budgets for the System for the
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current year and, if available, for the next year, including a statement as the whether such budgets
are appropriate, adequate and reasonably required to allow the City to operate the System, and
such other reports, surveys and examinations as the City or the Consulting Engineer shall deem
necessary. Any report prepared by the Consulting Engineer in connection with the issuance of
Bonds within the last Fiscal Year in such five year period shall satisfy the requirements of this
subsection for such five year period. Notwithstanding the foregoing requirement for examination
by a Consulting Engineer, so long as the City is not in default under this Indenture, the
examination and report may be carried out by an engineer regularly in the employ of the City.

ARTICLE VII
DEFAULTS AND REMEDIES

Section 701. Events of Default. The occurrence of one or more of the following events
shall constitute an "Event of Default":

@) if default shall be made by the City in the payment of the Principal Installments or
Redemption Price of any Bond when due, whether at maturity or by call for
mandatory redemption or redemption at the option of the City or any Holder, or
otherwise, or in the payment of any sinking fund payment when due,

(i)  if default shall be made by the City in the payment of any installment of interest
on any Bond when due,

(iii)  if default shall be made by the City in the payment of any installment of interest
on or any Principal Installment or Redemption Price of any Subordinated Bonds
when due,

(iv)  if default shall be made by the City in the performance or observance of any other
of the covenants, agreements or conditions on its part provided in the Indenture or
in the Bonds and such default shall continue for a period of 30 days after written
notice thereof shall be given to the City by the Trustee or to the City and the
Trustee by the Holders of a majority in Principal Amount of the Bonds
Outstanding; provided that if such default cannot be remedied within such 30 day
period, it shall not constitute an Event of Default hereunder if corrective action is
instituted by the City within such period and diligently pursued until the default is
remedied,

W if an order, judgment or decree is entered by a court of competent jurisdiction ()
appointing a receiver, trustee, or liquidator for the City or the whole or any
substantial part of the System, (b) granting relief in involuntary proceedings with
respect to the City under the federal bankruptcy act, or (c) assuming custody or
control of the City or of the whole or any substantial part of the System under the
provision of any law for the relief of debtors, and the order, judgment or decree is
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not set aside or stayed within sixty (60) days from the date of entry of the order,
Jjudgment or decree, or

(vi)  if the City (a) admits in writing its inability to pay its debts generally as they
become due, (b) commences voluntary proceedings in bankruptcy or seeking a
composition of indebtedness, (c) makes an assignment for the benefit of its
creditors, (d) consents to the appointment of a receiver of the whole or any
substantial part of the System, or (e) consents to the assumption by any court of
competent jurisdiction under any law for the relief of debtors of custody or control
of the City or of the whole or any substantial part of the System.

Upon the occurrence of an Event of Default described in clauses (i), (ii), (v) or (vi), so
long as such Event of Default shall not have been cured, either the Trustee (by notice in writing
to the City), or the Holders of twenty-five percent (25%) in Principal of the Bonds Outstanding
(by notice in writing to the City and the Trustee) may, with the consent of the Agency (so long as
there are Agency Bonds Outstanding hereunder), declare the Principal Amount of all the Bonds
then Outstanding, and the interest accrued thereon, to be due and payable immediately, and upon
any such declaration the same shall become and be immediately due and payable, anything in the
Indenture or in any of the Bonds contained to the contrary notwithstanding. The right to make
such declaration as aforesaid, however, is subject to the condition that if, at any time after such
declaration, all outstanding Events of Default (other than the payment of the Principal Amount
and interest due and payable solely by reason of such declaration) shall have been cured or
provision deemed by the Trustee to be adequate shall be made therefor, then and in every such
case, unless a final judgment has been obtained for any Principal Amount or interest coming due
and payable solely by reason of such declaration, the Holders of a majority in Principal Amount
of the Bonds Outstanding, by written notice to the City and to the Trustee, may annul such
declaration, or, if the Trustee shall have acted without a direction from Bondholders and if there
shall not have been theretofore delivered to the Trustee written direction to the contrary by the
Holders of a majority in Principal Amount of the Bonds then Outstanding, then any such
declaration shall be deemed to be annulled.

Section 702. Application of Revenues and Other Moneys after Default.

(1) The City covenants that if an Event of Default shall happen and shall not have
been remedied, the City, upon demand of the Trustee, shall pay over and assign to the Trustee
(i) forthwith, all moneys, securities, Reserve Deposits, Additional Security, if any, and funds then
held by the City in any fund or account pledged under the Indenture including, without limitation,

funds then held by it in the Revenue Fund, and (ii) as promptly as practicable after receipt thereof
the Revenues.

2) During the continuance of an Event of Default, the Trustee shall apply the

moneys, Reserve Deposits, Additional Security, if any, and funds held by the Trustee and such
Revenues and the income therefrom as follows and in the following order:
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(ii)

(iii)

to the payment of the reasonable and proper charges and expenses of the
Fiduciaries and of its agents, representatives, advisors and legal counsel, and of
any engineer or firm of engineers selected by the Trustee pursuant to this Article
and to the payment of any fees and expenses required to keep any Reserve
Deposits or Additional Security in full force and effect;

to the payment of the amounts required for reasonable and necessary Operating
Expenses, including reasonable and necessary reserves and working capital
therefor, and for the reasonable repair and replacement of the System necessary to
prevent loss of Revenues or to provide for the continued operation of the System,
as certified to the Trustee by an independent engineer or firm of engineers of
recognized standing (who may be an engineer or firm of engineers retained by the
City for other purposes) selected by the Trustee;

to the payment of the interest and Principal Amount or Redemption Price then due
on the Bonds, as follows:

(a) unless the Principal Amount of all of the Bonds shall have become or have
been declared due and payable,

First: To the payment to the persons entitled thereto of all installments of
interest then due in the order of the maturity of such installments maturing,
and, if the amount available shall not be sufficient to pay in full all
installments maturing on the same date, then to the payment thereof
ratably, according to the amounts due thereon, to the persons entitled
thereto, without any discrimination or preference; and

Second: To the payment to the persons entitled thereto of the unpaid
Principal Amount or Redemption Price of any Bonds which shall become
due, whether at maturity or by call for redemption, in the order of their due
dates, and, if the amount available shall not be sufficient to pay in full all
the Bonds due on any date, then to the payment thereof ratably, according
to the amounts of Principal Amount or Redemption Price due on such
date, to the persons entitled thereto, without any discrimination or
preference; and

) if the Principal Amount of all of the Bonds shall have become or have
been declared due and payable, to the payment of the Principal Amount
and interest then due and unpaid upon the Bonds without preference or
priority of Principal Amount over interest or of interest over Principal
Amount, or of any instaliment of interest over any other installment of
interest, or of any Bond over any other Bond, ratably, according to the
amounts due respectively for Principal Amount and interest, to the persons
entitled thereto without any discrimination or preference;
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(3)  If and whenever all overdue installments of interest on all Bonds together with the
reasonable and proper charges and expenses of the Fiduciaries including without limitation the
fees and disbursements of its legal counsel, and all other sums payable by the City under the
Indenture, including the Principal Installments and Redemption Price of and accrued unpaid
interest on all Bonds which shall then be payable by declaration or otherwise, shall either be paid
by or for the account of the City, or provision satisfactory to the Trustee shall be made for such
payment and all defaults under the Indenture or the Bonds shall have been cured, the Trustee
shall pay over to the City all moneys, securities and funds remaining unexpended in all funds and
accounts provided by the Indenture to be held by the City, and thereupon the City and the Trustee
shall be restored, respectively, to their former positions and rights under the Indenture and all
Revenues shall thereafter be applied as provided in Article V. No such payment over to the City
by the Trustee or resumption of the application of Revenues as provided in Article V shall extend
to or affect any subsequent default under the Indenture or impair any right consequent thereon.

(4)  The proceeds of any Reserve Deposits and Additional Security shall be applied by
the Trustee in the manner provided in the applicable Supplemental Indenture authorizing such
Reserve Deposits and Additional Security.

Section 703. Proceedings Brought by Trustee.

(1) Whether or not a declaration shall be made by the Trustee or Bondholders
pursuant to Section 701, if an Event of Default shall happen and shall not have been remedied,
then and in every such case, the Trustee may proceed to protect and enforce its rights and the
rights of the Holders of the Bonds under the Indenture by a suit or suits in equity or at law,
whether for the specific performance of any covenant herein contained, or in aid of the execution
of any power herein granted, or for an accounting against the City as if the City were the trustee
of an express trust, or in the enforcement of any other legal or equitable right as the Trustee,
being advised by counsel, shall deem most effectual to enforce any of its rights or to perform any
of its duties under the Indenture.

(2)  Allrights of action under the Indenture may be enforced by the Trustee without
the possession of any of the Bonds or the production thereof on the trial or other proceedings.

(3)  The Holders of a majority in Principal Amount of the Bonds Outstanding may
direct the time, method and place of conducting any proceeding for any remedy available to the
Trustee, provided that the Trustee shall have the right to decline to follow any such direction if
the Trustee shall be advised by counsel that the action or proceeding so directed may not lawfully
be taken, or if the Trustee in good faith shall determine that the action or proceeding so directed
would involve the Trustee in personal liability or be unjustly prejudicial to the Bondholders not
parties to such direction.

~54—

3

|

3



(4)  Regardless of the happening of an Event of Default, the Trustee shall have power
to, but unless requested in writing by the Holders of a majority in Principal Amount of the Bonds
then Outstanding and furnished with satisfactory security and indemnity, shall be under no
obligation to, institute and maintain such suits and proceedings as it may deem necessary or
expedient to prevent any impairment of the security under the Indenture by any acts which may
be unlawful or in violation of the Indenture, or necessary or expedient to preserve or protect its
interests and the interests of the Bondholders.

Section 704. Restriction on Bondholders' Action.

(1)  No Holder of any Bond shall have any right to institute any suit, action or
proceeding at law or in equity for the enforcement of any provision of the Indenture or for any
remedy under the Indenture, unless such Holder shall have previously given to the Trustee
written notice of the happening of any Event of Default and shall have filed a written request
with the Trustee, and shall have offered it reasonable opportunity to exercise the powers granted
in this Article in its own name, and unless such Holders shall have offered to the Trustee
adequate security and indemnity against the costs, expenses and liabilities to be incurred thereby
or in connection therewith, and the Trustee shall have refused to comply with such request within
a reasonable time.

(2)  Nothing in the Indenture shall affect or impair the obligation of the City to pay on
the respective dates of maturity thereof the Principal Amount of and interest on the Bonds, or
affect or impair the right of action of any Holder to enforce the payment of his Bond.

Section 705. Remedies not Exclusive. No remedy by the terms of the Indenture
conferred upon or reserved to the Trustee or the Bondholders is intended to be exclusive of any
other remedy, but each and every such remedy shall be cumulative and shall be in addition to
every other remedy given under the Indenture or provided at law or in equity or by statute.

Section 706. Effect of Waiver and Other Circumstances.

(1)  No delay or omission of the Trustee or of any Bondholder to exercise any right or
power arising upon the happening of an Event of Default shall impair any right or power or shall
be construed to be a waiver of any such default or to be an acquiescence therein.

(2)  Prior to the declaration of maturity of the Bonds as provided in Section 701, the
Holders of a majority in Principal Amount of the Bonds at the time Outstanding may on behalf of
the Holders of all of the Bonds waive any past default under the Indenture and its consequences,
except a default in the payment of interest on or Principal Installments or Redemption Price of
any of the Bonds. No such waiver shall extend to any subsequent or other default.
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ARTICLE VIII
THE FIDUCIARIES

Section 801. Trustee. Wells Fargo Bank, N.A. is hereby appointed Trustee under the
Indenture. The Trustee shall signify its acceptance of the duties and obligations imposed upon it
by the Indenture by executing the Indenture and by executing such Indenture, the Trustee shall be
deemed to have accepted such duties and obligations not only with respect to the initial Bonds
but with respect to all the Bonds thereafter to be issued, but only, however, upon the terms and
conditions set forth in the Indenture.

Section 802. Paying Agents.

(1) Unless otherwise provided in the applicable Supplemental Indenture, the Trustee
shall act as a Paying Agent for all Series of Bonds. The City may appoint one or more additional
Paying Agents for the Bonds of any Series in the applicable Supplemental Indenture. Each
Paying Agent shall be a bank or trust company or national banking association having a capital
and surplus aggregating at least twenty-five million dollars ($25,000,000), if there is such a bank
or trust company or national banking association willing and able to accept the office on
reasonable and customary terms and authorized by law to perform all the duties imposed upon it
by the Indenture. Each Paying Agent shall signify its acceptance of the duties and obligations
imposed upon it by the Indenture by executing and delivering to the City and to the Trustee a
written acceptance thereof.

(2)  Ifatany time a Paying Agent is unable or unwilling to act as Paying Agent, the
Paying Agent may resign upon 30 days' prior written notice to the City and the Trustee. Such
resignation shall become effective upon the date specified in such notice, unless a successor
Paying Agent has not been appointed, in which case such resignation shall become effective
upon the appointment of such successor. The Paying Agent may be removed at any time by the
City by written notice signed by the City delivered to the Trustee, each Bondholder and the
Paying Agent. Upon resignation or removal of the Paying Agent, the City shall appoint a
successor Paying Agent which shall be a bank or trust company which meets the requirements of
subsection (1) of this Section 802. The City shall notify each Bondholder of the related Series of
Bonds of the appointment of such successor. Upon the resignation or removal of the Paying
Agent, the Paying Agent shall pay over, assign and deliver any moneys and Bonds held by it in
trust pursuant to this Section 802 to its successor.

Section 803. Depositories. The City may appoint one or more Depositories to hold, as an
agent for the Trustee, moneys to be held under the provisions of this Indenture. Each Depository
shall be a bank or trust company or national banking association having capital and surplus
aggregating at least twenty-five million dollars ($25,000,000), if there is such a bank or trust
company or national banking association willing and able to accept the office on reasonable and
customary terms and authorized by law to perform all the duties imposed on it by the Indenture.
As a condition to the appointment of any Depository such Depository shall agree to provide
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monthly reports to the Trustee as to the balances on deposit in the fund or funds held by such
Depository and shall acknowledge in writing that the moneys held by it are being held by it as
agent for the Trustee and subject to the provisions of Section 501.

Section 804. Responsibility of Fiduciaries.

(1)  The recitals of fact herein and in the Bonds contained shall be taken as the
statements of the City and no Fiduciary assumes any responsibility for the correctness of the
same. The duties and obligations of the Fiduciaries shall be determined by the express provisions
of the Indenture and the Fiduciaries shall not be liable except for their performance of such duties
and obligations as are specifically set forth herein. No Fiduciary makes any representations as to
the validity or sufficiency of the Indenture or of any Bonds issued thereunder or in respect of the
security afforded by the Indenture, and no Fiduciary shall incur any responsibility in respect
thereof. The Authenticating Agent for any Bonds shall, however, be responsible for its
representation contained in its certificate of authentication on the Bonds. No Fiduciary shall be
under any responsibility or duty with respect to the issuance of the Bonds for value or the
application of the proceeds thereof or the application of any moneys paid to the City or any other
Fiduciary. No Fiduciary shall be under any obligation or duty to perform any act which would
involve it in expense or liability or to institute or defend any suit in respect hereof, or to advance
any of its own moneys, unless properly indemnified. No Fiduciary shall be liable in connection
with the performance of its duties hereunder except for its own gross negligence or willful
default nor shall any Fiduciary be liable for any action taken or omitted by it in good faith and
believed by it to be authorized or within the discretion or rights or powers conferred upon it by
the Indenture.

2) All moneys held by any Fiduciary, as such, at any time pursuant to the terms of
the Indenture shall be and hereby are assigned, transferred and set over unto such Fiduciary in
trust for the purposes and under the terms and conditions of the Indenture.

Section 805. Evidence on Which Fiduciary May Act. Each Fiduciary shall be protected
in acting upon any notice, resolution, request, consent, order, certificate, report, opinion, bond, or
other paper or document believed by it to be genuine, and to have been signed or presented by the
proper party or parties. Each Fiduciary may consult with counsel, who may or may not be of
counsel to the City, and the opinion of such counsel shall be full and complete authorization and
protection in respect of any action taken or suffered by it hereunder in good faith and in
accordance therewith. Whenever any Fiduciary shall deem it necessary or desirable that a matter
be proved or established prior to taking or suffering any action hereunder, such matter (unless
other evidence in respect thereof be herein specifically prescribed) may be deemed to be
conclusively proved and established by a certificate executed in the name of the City by an
Authorized Officer, and such certificate shall be full warrant for any action taken or suffered in
good faith under the provisions of the Indenture upon the faith thereof, but in its discretion the
Fiduciary may in lieu thereof accept other evidence of such fact or matter or may require such
further or additional evidence as to it may deem reasonable.
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Section 806. Compensation. Unless otherwise provided by contract with such Fiduciary,
the City shall pay to each Fiduciary from time to time reasonable compensation for all services
rendered hereunder, and also all reasonable expenses, charges, counsel fees and other
disbursements, including those of its attorneys, agents, consultants and employees incurred in
and about the performance of their powers and duties hereunder and, unless otherwise provided
in any Supplemental Indenture with respect to any Series of Bonds, each Fiduciary shall have a
senior lien therefor on any and all funds at any time held by it hereunder. The City, to the extent
permitted by law, shall indemnify and save each Fiduciary harmless against any liabilities, costs
and expenses which it may incur in the exercise and performance of its powers and duties
hereunder, and which are not due to its own gross negligence or willful default.

Section 807. Permitted Acts. Any Fiduciary may become the owner of any Bonds and
may otherwise deal with the City, with the same rights it would have if it were not a Fiduciary.
To the extent permitted by law, any Fiduciary may act as 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 Bondholders or to effect or aid in any reorganization
growing out of the enforcement of the Bonds or the Indenture, whether or not any such
committee shall represent the Holders of a majority in Principal Amount of the Bonds
Outstanding.

Section 808. Resignation of Trustee. The Trustee may at any time resign and be
discharged of the duties and obligations created by the Indenture by giving not less than sixty
(60) days' written notice to the City and giving not less than thirty (30) days' written notice to
each Bondholder and Paying Agent specifying the date when such resignation shall take effect,
and such resignation shall take effect upon the day specified in such notice provided a successor
shall have been appointed, unless previously a successor shall have been appointed by the City or
the Bondholder as hereinafter provided, in which event such resignation shall take effect
immediately on the appointment of such successor.

Section 809. Removal of Trustee. The Trustee may be removed (i) at any time by an
instrument or concurrent instruments in writing, filed with the Trustee, and signed by the Holders
of a majority in Principal Amount of the Bonds then Outstanding or their attorneys-in-fact duly
authorized, excluding any Bonds held by or for the account of the City, and (ii) so long as no
Event of Default shall have occurred and be continuing, at any time by an Authorized Officer of
the City by an instrument in writing filed with the Trustee.

Section 810. Appointment of Successor Trustee. In case at any time the Trustee shall
resign or shall be removed or shall become incapable of acting, or shall be adjudged a bankrupt
or insolvent, or if a receiver, liquidator or conservator of the Trustee, or of its property, shall be
appointed, or if any public officer shall take charge or control of the Trustee, or of its property or
affairs, a successor may be appointed by the City, so long as no Event of Default shall have
occurred and be continuing hereunder, or by the Holders of a majority in Principal Amount of the
Bonds then Outstanding, excluding any Bonds held by or for the account of the City, by an
instrument or concurrent instruments in writing signed and acknowledged by such Bondholders
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or by their attorneys-in-fact duly authorized and delivered to such successor Trustee, notification
thereof being given to the City and the predecessor Trustee. Pending such appointment, the City
by a written instrument signed by an Authorized Officer and delivered to the predecessor Trustee
shall forthwith appoint a Trustee to fill such vacancy until a successor Trustee shall be appointed
by the Bondholders as herein authorized. The City shall give written notice of any such
appointment made by it to each Bondholder and Paying Agent at least thirty (30) days after the
date of such appointment. Any successor Trustee appointed by the City shall, immediately and
without further act, be superseded by a Trustee appointed by the Bondholders. If in a proper case
no appointment of a successor Trustee shall be made pursuant to the foregoing provisions of this
Section within forty-five (45) days after the Trustee shall have given to the City written notice as
provided in Section 808 or after the occurrence of any other event requiring or authorizing such
appointment, the Trustee or the Holder of any Bond may apply to any court of competent
jurisdiction to appoint a successor Trustee. Said court may thereupon, after such notice, if any, as
such court may deem proper and prescribe, appoint a successor Trustee. The Trustee shall
continue to serve until a successor Trustee shall be appointed under the provisions of this
Section. Any Trustee appointed under the provisions of this Section in succession to the Trustee
shall be a bank or trust company organized under the laws of the State, or a national banking
association doing business in the State, having a capital and surplus aggregating at least fifty-
million dollars ($50,000,000), if there be such a bank or trust company or national banking
association willing and able to accept the office on reasonable and customary terms and
authorized by law to perform all duties imposed upon it by the Indenture.

Section 811. Transfer of Rights and Property to Successor Trustee. Any successor
Trustee appointed hereunder shall execute, acknowledge and deliver to the predecessor Trustee,
and also to the City, an instrument accepting such appointment hereunder, and thereupon such
successor Trustee, without any further act, deed or conveyance, shall become fully vested with all
moneys, estates, properties, rights, powers, duties and obligations of its predecessor hereunder,
with like effect as if originally named as Trustee herein, but the Trustee ceasing to act shall
nevertheless, on the written request of the City, or of the Successor Trustee, execute,
acknowledge and deliver such instruments of conveyance and further assurances and do such
other things as may reasonably be required for more fully and certainly vesting and confirming in
such successor Trustee all the right, title and interest of the predecessor Trustee in and to any
property held by it hereunder, and shall pay over, assign and deliver to the successor Trustee any
money or other property subject to the trusts and conditions herein set forth.

Section 812. Merger or Consolidation. Any company into which any Fiduciary 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 any
Fiduciary may sell or transfer all or substantially all of its corporate trust business provided such
company shall be a bank or trust company or national banking association which is qualified to
be a successor to such Fiduciary under Section 810 or Section 802(1) and shall be authorized by
law to perform all the duties imposed upon it by the Indenture, shall be the successor to such
Fiduciary without the execution or filing of any paper or the performance of any further act,
anything herein to the contrary notwithstanding.
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ARTICLE IX

SUPPLEMENTAL INDENTURES

Section 901. Supplemental Indentures Effective upon Execution and Delivery. The City
and the Trustee may at any time and from time to time execute and deliver a Supplemental

Indenture supplementing the Indenture for any one or more of the following purposes:

(I)  toclose the Indenture against, or provide limitations and restrictions not contained
in the Indenture on, the original issuance of Bonds;

(2)  toadd to the covenants and agreements of the City contained in the Indenture
other covenants and agreements thereafter to be observed for the purpose of further securing the
Bonds;

(3)  to surrender any right, power or privilege reserved to or conferred upon the City
by the Indenture;

(4)  to authorize Bonds of a Series and, in connection therewith, specify and determine
any matters and things relative to such Bonds not contrary to or inconsistent with the Indenture;

(5)  to exercise any provision herein or to make such determinations hereunder as
expressly provided herein to be exercised or determined in a Supplemental Indenture;

(6)  to confirm, as further assurance, any pledge under and the subjection to any lien or
pledge created or to be created by the Indenture of the Revenues;

(7)  toreflect a change in the Fiscal Year of the City, and to make changes to the dates
set forth in this Indenture to the extent necessary to conform such dates to the amended Fiscal
Year; and

(8)  to provide for the issuance of Subordinated Bonds and amendments to the
Indenture in accordance with Section 208; and

(9)  to make any other change which, in the conclusive determination of the Trustee, is
not adverse to the Bondholders.

Section 902. Supplemental Indenture Regarding Ambiguities. At any time or from time
to time but subject to the conditions or restrictions in the Indenture contained, the City and the

Trustee may enter into an indenture amending or supplementing the Indenture curing any
ambiguity or curing correcting or supplementing any defect or inconsistent provisions contained
in the Indenture or making such provisions in regard to matters or questions arising under the
Indenture as may be necessary or desirable and not contrary to or inconsistent with the Indenture.
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Section 903. Supplemental Indentures Amending Indenture or Bonds. At any time or
from time to time but subject to the conditions or restrictions in the Indenture contained, the City

and the Trustee may enter into an indenture amending or supplementing the Indenture, modifying
any of the provisions of the Indenture or Bonds or releasing the City from any of the obligations,
covenants, agreements, limitations, conditions or restrictions therein contained, but, except as
provided in Section 901 and Section 902, no such amendment shall be effective unless (a) no
Bonds authorized by a Supplemental Indenture adopted prior to the adoption of such indenture
remain Outstanding at the time it becomes effective, or (b) such indenture is consented to by or
on behalf of Bondholders, in accordance with and subject to the provisions of Article X.

Section 904. Execution and Delivery of Supplemental Indentures. Any Supplemental
Indenture referred to and permitted or authorized by this Article IX shall become effective only

on the conditions, to the extent and at the time provided in this Article. Every such indenture
becoming effective shall thereupon form a part of the Indenture. The Trustee in executing or
accepting the additional trusts permitted by this Article or the modifications thereby of the trusts
created by this Indenture shall be fully protected in relying on a Counsel's Opinion to the effect
that such indenture has been duly and lawfully adopted by the City in accordance with the
provisions of the Indenture, is authorized or permitted by the Indenture, and constitutes the
lawful and binding obligation of the City in accordance with its terms.

ARTICLE X
AMENDMENTS

Section 1001. Mailing. Any provision in this Article X for the mailing of a notice or
other paper to Bondholders shall be fully complied with if it is mailed postage prepaid only (i) to
each Holder of Bonds then Outstanding at his address, if any, appearing upon the register and (ii)
to the Trustee.

Section 1002. Powers of Amendment. Any modification or amendment of the Bonds or
of the Indenture may be made by a Supplemental Indenture, with the written consent given as
provided in Section 1003, (i) of the Holders of at least a majority in aggregate Principal Amount
of all Bonds Outstanding at the time such consent is given or (ii) in case less than all of the
several Series of Bonds then Outstanding are affected by the modification or amendment, of the
Holders of at least a majority in aggregate Principal Amount of the Bonds of each Series so
affected and Outstanding at the time such consent is given; provided, however, that, if such
modification or amendment will, by its terms, not take effect so long as any Bonds of any
specified Series or maturity remain Outstanding, the vote or consent of the Holders of such
Bonds shall not be required and such Bonds shall not be deemed to be Outstanding for the
purpose of any calculation of Qutstanding Bonds under this Section; and provided, further, that
no such modification or amendment shall permit a change in the terms of redemption or maturity
of the Principal Amount of any Outstanding Bond, or of any installment of interest thereon or a
reduction in the Principal Amount or the Redemption Price thereof or the rate of interest thereon
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or the method for determining such rate without the consent of the Holder of such Bond, or shall
change or modify any of the rights or obligations of any Fiduciary without its written assent
thereto, or shall reduce the percentages of the Principal Amount of Bonds the consent of which is
required to effect any such modification or amendment.

Section 1003. Consent of Bondholders. The City may at any time adopt a Supplemental
Indenture making a modification or amendment permitted by the provisions of Section 1002, to
take effect when and as provided in this Section. Upon the adoption of such Supplemental
Indenture, a copy thereof, certified by an Authorized Officer, shall be filed with the Trustee for
the inspection of the Bondholders. A copy of such Supplemental Indenture (or summary thereof
or reference thereto in form approved in writing by the Trustee) together with a request to
Bondholders for their consent thereto in form satisfactory to the Trustee, shall be mailed by the
City to each affected Bondholder. Such Supplemental Indenture shall not become effective until
there shall have been filed with the Trustee the written consents of the percentages of the Holders
of Outstanding Bonds specified in Section 1002 and a notice shall have been given as hereinafter
in this Section provided. Any such consent shall be binding upon the Holder of the Bonds giving
such consent and on any subsequent Holder of such Bonds (whether or not such subsequent
Holder has notice thereof). At any time after the Holders of the required percentages of Bonds
shall have filed their consent to the Supplemental Indenture, notice, stating in substance that the
Supplemental Indenture has been consented to by the Holders of the required percentages of
Bonds and will be effective as provided in this Section, may be given to the Bondholders by
mailing such notice to Bondholders. The City shall file with the Trustee proof of giving such
notice. Such Supplemental Indenture shall be deemed conclusively binding upon the City, the
Fiduciaries and the Holders of all Bonds at the expiration of sixty (60) days after the filing with
the Trustee of the proof of the mailing of such notice, except in the event of a final decree of a
court of competent jurisdiction setting aside such consent in a legal action or equitable
proceeding commenced for such purpose within such sixty day period; provided, however, that
any Fiduciary and the City during such sixty day period and any such further period during which
any such action or proceeding may be pending shall be entitled in their absolute discretion to take
such action, or to refrain from taking such action, with respect to such Supplemental Indenture as
they may deem expedient.

Section 1004. Modification by Unanimous Action. Notwithstanding anything contained
in Article IX or in the foregoing provisions of this Article, the rights and obligations of the City
and of the Holders of the Bonds and the terms and provisions of the Bonds or of the Indenture
may be modified or amended in any respect upon the adoption of a Supplemental Indenture by
the City and the consent of the Holders of all of the Bonds then Outstanding, such consent to be
given as provided in Section 1003 except that no notice to Bondholders shall be required,;
provided, however, that no such modification or amendment shall change or modify any of the
nights or obligations of any Fiduciary without its written assent thereto.

Section 1005. Exclusion of Bonds. Bonds owned or held by or for the account of the
City shall not be deemed Outstanding for the purpose of any consent or other action or any
calculation of Outstanding Bonds provided for in this Article, and shall not be entitled to consent
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or take any other action provided for in this Article. At the time of any consent or other action
taken under this Article, the City shall furnish the Trustee a certificate of an Authorized Officer,
upon which the Trustee may rely, describing all Bonds so to be excluded.

Section 1006. Notation on Bonds. Bonds authenticated and delivered after the effective
date of any action taken as hereinabove in this Article X provided may, and, if the Trustee so
determines, shall, bear a notation by endorsement or otherwise in form approved by the City and
the Trustee as to such action, and in that case upon demand of the Holder of any Bond
Outstanding at or after such effective date and presentation of his Bond for the purpose to the
Trustee, suitable notation shall be made on such Bond by the Trustee as to any such action. If the
City or the Trustee shall so determine, new Bonds so modified as in the opinion of the Trustee
and the City to conform to such action shall be prepared, authenticated and delivered, and upon
demand of the Holder of any Bond then outstanding shall be exchanged, without cost to such
Bondholder, for Bonds of the same Series and maturity then Outstanding, upon surrender of such
Bonds.

ARTICLE X1
DEFEASANCE
Section 1101. Defeasance.

¢)) If the City shall pay or cause to be paid, or there shall otherwise be paid, to the
Holders of the Bonds of a Series then Outstanding, the Principal Amount and interest and
Redemption Price, if any, to become due thereon, at the times and in the manner stipulated
therein and in the Indenture then the pledge of any Revenues or other moneys, securities, Reserve
Deposits and Additional Security, if any, pledged by the Indenture and all other nights granted by
the Indenture shall be discharged and satisfied. In such event, the Trustee shall, upon request of
the City, execute and deliver to the City all such instruments as may be desirable to evidence
such release and discharge and the Fiduciaries shall pay over or deliver to the City all moneys or
securities held by them pursuant to the Indenture which are not required for the payment or
redemption of Bonds not theretofore surrendered far such payment for redemption.

(2)  Bonds or interest installments for the payment or redemption of which moneys
shall be held by the Fiduciaries (through deposit by the City of funds for such payment or
redemption or otherwise), whether at or prior to the maturity or the redemption date of such
Bonds, shall be deemed to have been paid within the meaning and with the effect expressed in
paragraph (i) of this Section 1101. All Outstanding Bonds of any Series or any part of a Series
shall prior to the maturity or redemption date thereof be deemed to have been paid within the
meaning and with the effect expressed in paragraph (1) of this Section 1101 if (i) in case any of
said Bonds are to be redeemed on any date prior to their maturity, the City shall have given to the
Trustee, in form satisfactory to it, irrevocable instructions to provide as provided in Article IV,
notice of redemption on said date of such Bonds, (ii) there shall have been deposited with the
Trustee either moneys in an amount which shall be sufficient, or Permitted Investments of the

—63—



type described in clause (1) of the definition thereof or Advance Refunded Municipal Bonds not
subject to redemption at the option of the issuer thereof prior to the due date thereof, the principal
of and interest on which when due will provide moneys which, together with the moneys, if any,
deposited with the Trustee at the time of deposit of such Permitted Investments, shall be
sufficient to pay when due the Principal Amount or Redemption Price, if applicable, and interest
due and to become due on said Bonds on and prior to the redemption date or maturity date
thereof, as the case may be, and (iii) in the event said Bonds are not by their terms subject to
redemption within the next succeeding sixty (60) days, the City shall have given the Trustee in
form satisfactory to it irrevocable instructions to provide, as soon as practicable, at least thirty
(30) days written notice to the Holders of such Bonds that the deposit required by clause (ii)
above has been made with the Trustee and that said Bonds are deemed to have been paid in
accordance with paragraph (1) of this Section 1101 and stating the maturity or redemption date
upon which moneys are to be available for the payment of the Principal Amount or Redemption
Price, if applicable, on said Bonds. Neither Permitted Investments nor moneys deposited with the
Trustee pursuant to this Section nor principal or interest payments on any such Permitted
Investments shall be withdrawn or used for any purpose other than, and shall be held in trust for,
the payment of the Principal Amount or Redemption Price, if applicable, and interest on said
Bonds, provided that any cash received from the principal or interest payments on such Permitted
Investments deposited with the Trustee, if not then needed for such purpose, may, to the extent
practicable, be reinvested in Permitted Investments maturing at times and in principal amounts
sufficient to pay when due the Principal Amount or Redemption Price, if applicable, and interest
to become due on said Bonds on and prior to such redemption date or maturity date thereof, as
the case may be. After the making of the payments for which such Permitted Investments or
moneys were held, any surplus shall be promptly paid over to the City, as received by the
Trustee, free and clear of any trust, lien or pledge or assignment securing the Bonds or otherwise
existing under this Indenture.

(3)  Anything in the Indenture to the contrary notwithstanding, any moneys held by a
Fiduciary in trust for the payment and discharge of any Bonds which remain unclaimed for three
(3) years after the date when such Bonds have become due and payable, either at their stated
maturity dates or by call for earlier redemption, if such moneys were held by the Fiduciary at
such date, or for three (3) years after the date of deposit of such moneys if deposited with the
Fiduciary after the said date when such Bonds became due and payable, shall, at the written
request of the City, be repaid promptly by the Fiduciary to the City, as its absolute property and
free from trust, and the Fiduciary shall thereupon be released and discharged with respect thereto
and the Bondholders 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 Fiduciary shall, at
the expense of the City, cause to be mailed to the Holders of all Bonds Outstanding a notice that
said moneys remain unclaimed and that, after a date named in said notice, which date shall not be
less than thirty (30) days after the date of mailing of such notice, the balance of such moneys then
unclaimed will be returned promptly to the City.

—64~

B

1

S R

-}

1



ARTICLE XII

MISCELLANEOUS

Section 1201. Evidence of Signatures of Bondholders and Ownership of Bonds.

(1)  Any request, consent or other instrument which the Indenture may require or
permit to be signed and executed by the Bondholders may be in one or more instruments of
similar tenor, and shall be signed or executed by such Bondholders in person or by their attorneys
appointed in writing.

2) The ownership of Bonds and the amount, numbers and other identification, and
date of owning the same, shall be proved solely by the registry books.

(3)  Any request, consent or vote of the Holder of any Bond shall bind all future
Holders of such Bond in respect of anything done or suffered to be done by the City or any
Fiduciary in accordance therewith.

Section 1202. Preservation and Inspection of Documents. All documents received by a
Fiduciary under the provisions of the Indenture shall be retained in its possession and shall be
subject at all reasonable times to the inspection of the City, any other Fiduciary and any
Bondholder and their agents and their representatives, any of whom may make copies thereof at
their own expense.

Section 1203. No Recourse on the Bonds. No recourse shall be had for the payment of
the Principal Amount or Redemption Price of or the interest on the Bonds or for any claim based
thereon or on the Indenture against any member, officer, agent, representative or employee of the
City or any person executing the Bonds. No member, officer, agent, representative or employee
of the City shall be held personally liable to any purchaser or Holder of any Bond under or upon
such Bond, or under or upon the Indenture or any Supplemental Indenture relating to Bonds, or,
to the extent permitted by law, because of the sale or issuance or attempted sale or issuance of
Bonds, or because of any act or omission in connection with the construction, acquisition,
operation or maintenance of the System, or because of any act or omission in connection with the
investment or management of the Revenues, funds or moneys of the City, or otherwise in
connection with the management of its affairs, excepting solely for things wilfully done or
omitted to be done with an intent to defraud.

Section 1204. Partial Invalidity. If any provision of the Indenture or any Supplemental
Indenture is held invalid in any circumstance, such invalidity shall not affect any other provisions

or circumstances.

Section 1205. Law and Place of Enforcement of the Indenture. The Indenture shall be
construed and governed in accordance with the laws of the State and all suits and actions arising
out of the Indenture shall be instituted in a court of competent jurisdiction in the State.
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Section 1206. Business Days. Except as otherwise required herein, if this Indenture
requires any parties to act on a specific day and such day is not a Business Day, such parties need
not perform such act until the next succeeding Business Day, and such act shall be deemed to
have been performed on the day required.

Section 1207. Effective Date. The Indenture shall be effective upon its execution by the
City and the Trustee.

IN WITNESS WHEREOF, the Issuer has caused this Indenture to be signed in its name
by its Mayor and attested by its Finance Director, and the Trustee, in acceptance of the trusts
created hereunder, has caused this Indenture to be signed in its corporate name by its officer
thereunder duly authorized all as of the day and year first above written.

CITY OF NEWPORT, RHODE ISLAND

Attest:
By:

Mayor

Finance Director

WELLS FARGO BANK, N.A,, as Trustee

By:

Vice President
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Draft of 2/18/20
SEVENTH SUPPLEMENTAL INDENTURE

THIS SEVENTH SUPPLEMENTAL INDENTURE (the “Indenture”) dated April __,2020
is made by and between the CITY OF NEWPORT, RHODE ISLAND (the “Issuer” or the “City”), a
municipal corporation organized and existing under the laws of the State of Rhode Island and U.S.
BANK NATIONAL ASSOCIATION, as successor Trustee to Wells Fargo Bank, N.A. (the
“Trustee™), a national banking association duly organized and validly existing under the laws of the
United States of America authorized to exercise corporate trust powers:

WHEREAS, the Issuer and Wells Fargo Bank, N.A. entered into a Trust Indenture dated
March 7, 2007 (the “Indenture™); and

WHEREAS, the Trustee is Successor Trustee under the Indenture pursuant to that certain
Multi-Party Agreement dated May 14, 2013, by and among the Rhode Island Infrastructure Bank
(the “Bank”) the City, the Trustee and Wells Fargo Bank, N.A.

WHEREAS, within the limitations of and in compliance with Articles II and IX of the
Indenture, the Issuer is authorized to issue one or more Series of Bonds; and

WHEREAS, the Issuer has determined to issue its $4,131,000 Water System Revenue Bonds,
2020 Series A (the “2020 Series A Bonds™), the proceeds of which shall be used for the purpose of
financing the improvements to the Newport Water System including, but not limited to, the
construction and equipping of distribution improvements and all attendant expenses, including, but
not limited to, engineering costs, the funding of an account in the Debt Service Reserve Fund for the
2020 Series A Bonds, and payment of certain Costs of Issuance (the “2020 Series A Project”); and

WHEREAS, Section 902 of the Indenture provides that the Issuer, the Board and the Trustee
may execute a supplemental indenture amending or supplementing the Indenture curing any
ambiguity or curing, correcting, or supplementing any defect or inconsistent provisions contained in
the Indenture or making such provisions in regard to matters or questions arising under the Indenture
as may be necessary or desirable and not contrary to or inconsistent with the Indenture without the
consent of the Holders; and

WHEREAS, the Indenture provides at Section 205 that, in connection with the issuance of a
Series of Bonds, the Issuer and the Trustee shall execute a Supplemental Indenture governing the
issuance of the Series of Bonds and setting forth the provisions thereof; and

WHEREAS, the Issuer has taken all necessary action to make the 2020 Series A Bonds,
when authenticated by the Authenticating Agent and issued by the Issuer, valid and binding
obligations of the Issuer and to constitute this Seventh Supplemental Indenture a valid and binding
instrument for the authorization of and security for the 2020 Series A Bonds;
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WHEREAS, the Issuer has taken all necessary action to make the 2020 Series A Bonds,
when authenticated by the Authenticating Agent and issued by the Issuer, valid and binding
obligations of the Issuer and to constitute this Seventh Supplemental Indenture a valid and binding
instrument for the authorization of and security for the 2020 Series A Bonds;

NOW, THEREFORE, THIS FIFTH SUPPLEMENTAL INDENTURE FURTHER
WITNESSETH: That the Issuer does hereby covenant and agree with the Trustee and with the
respective Holders, from time to time, of Outstanding Bonds and with the respective Holders, from
time to time, of the Outstanding 2020 Series A Bonds, as follows:

ARTICLEI
DEFINITIONS AND AUTHORITY

Section 101. Definitions . (1) Except as provided in subsection (2) of this Section, all
terms used herein shall have the same meanings in this Seventh Supplemental Indenture as are given
such terms in Section 101 of the Indenture.

(2)  Inthis Seventh Supplemental Indenture unless a different meaning clearly appears
from the context:

“Agency” means the Rhode Island Infrastructure Bank established pursuant to Chapter 12.2
of Title 46 of the General Laws of Rhode Island (1956) as amended;

“Agency Trustee” shall mean the trustee under the Agency Indenture of Trust, defined
herein.

“Agency Indenture of Trust” shall mean the Indenture of Trust dated as of February 23,2004
between the Agency and U.S. Bank National Association as amended and supplemented in
accordance with its terms.

“Code” means the Internal Revenue Code of 1986 as amended from time to time and the
regulations thereunder and under the Internal Revenue Code of 1954 to the extent applicable.

“Interest Payment Date” shall have the meaning set forth in Section 201(4).

“Loan Agreement” shall mean the Loan Agreement between the Agency and the Issuer dated
April __, 2020 pursuant to which the Issuer will issue to the Agency and the Agency will purchase
from the Issuer the 2020 Series A Bonds.

“Record Date” shall have the meaning specified in Section 201(5) of this Seventh
Supplemental Indenture.

“Required Debt Service Deposits” with respect to the 2020 Series A Bonds shall mean the

payments on the dates and in the amounts set forth in Section 201(4) of this Seventh Supplemental
Indenture as such Section may be revised from time to time by operation of Article III or Article IV
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of the Loan Agreement and which shall take into account amounts, if any, held by the Agency
Trustee in a capitalized interest account established for the Issuer pursuant to the Agency Indenture
of Trust.

2020 Series A Bonds” shall mean the City’s $4,131,000 Water System Revenue Bonds,
2020 Series A authorized by Section 201 of this Seventh Supplemental Indenture.

“2020 Series A Project Account” shall mean the account in the Project Fund so designated
and created by Section 301 of this Seventh Supplemental Indenture.

#2020 Series A Project” shall mean the Project described in the third WHEREAS clause of
this Seventh Supplemental Indenture.

“Tax Certificate” shall mean the Tax Certificate of the Issuer delivered in connection with
the 2020 Series A Bonds.

Section 102.  Authority . This Seventh Supplemental Indenture is authorized pursuant
to the Indenture.

ARTICLEIl
DETAILS AND FORM OF 2020 SERIES A BONDS

Section 201. 2020 Series A Bonds . (1) A Series of Fixed Rate Bonds, designated “Water
System Revenue Bonds, 2020 Series A”, is hereby authorized to be issued pursuant to Section 204 of
the Indenture in the aggregate Principal Amount of $4,131,000.

(2)  The purposes for which the 2020 Series A Bonds are issued are (a) to provide funds
to pay all or a portion of the Cost of the 2020 Series A Project, (b) to provide funds for deposit in an
account for the 2020 Series A Bonds in the Debt Service Reserve Fund, and (c) to provide for all or a
portion of the Cost of Issuance of the 2020 Series A Bonds, subject in all cases to the limitations and
provisions provided in Article V of the Indenture and in the amounts determined by or pursuant to
Article III hereof.

(3)  The 2020 Series A Bonds shall be issued in denominations of $1,000 or any whole
multiple thereof, and shall be lettered and numbered separately from one (1) consecutively upward in
order of maturity preceded by the letter “R” and with such further or alternate designation as the
Trustee shall determine with the approval of the Issuer. In accordance with Section 303 of the
Indenture, the 2020 Series A Bonds shall be authenticated prior to delivery by the Trustee, who is
hereby appointed Authenticating Agent for the 2020 Series A Bonds. The Trustee is also hereby
appointed registrar for the 2020 Series A Bonds.

(4)  All2020 Series A Bonds shall be dated April __, 2020 and shall bear interest payable
from the date of the first advance to the Issuer pursuant to the Loan Agreement, from September 1 or
March 1 to which interest has been paid or duly provided, if no interest has been paid, from the
Original Issue Date. Principal of or sinking fund installments on the 2020 Series A Bonds shall be
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payable on the dates, in the Amounts, at the stated rates shown below which is the City’s market
interest rate (the “Market Interest Rate”) but with a subsidized interest rate which is 75% of the
respective Market Interest Rate (the “Subsidized Interest Rate”) as provided in the Loan Agreement:

Subsidized Net Principal
September 1 Principal Due = Market Rate Interest Rate Amount
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

* Represents sinking fund redemption of September 1, 20[__] maturity

Interest on the 2020 Series A Bonds (calculated on the basis of a numerator using 30 days
and a denominator using a 360-day year) is payable semi-annually on September 1 and March 1 of
each year commencing September 1, 2013 until maturity (herein referred to as an “Interest Payment
Date”). If any Interest Payment Date or Principal Payment Date is not a Business Day, interest or
principal shall be paid on the next succeeding Business Day with no additional interest accruing.

(5)  The Principal Amount of, Redemption Price of and interest on the 2020 Series A
Bonds shall be payable by the Paying Agent for the 2020 Series A Bonds by check or draft drawn
upon the Trustee and mailed to the address of the registered owner thereof as it appears on the
registry books of the City determined as of the close of business on the applicable record date,
provided, however, that payments of interest to any registered owner may be paid at the election of
the registered owner by wire transfer to the account number of such registered owner on file with the
Trustee or to another account number of which the registered owner shall give notice to the Trustee
in writing at least five days prior to the Interest Payment Date. The record date for payment of
interest on the 2020 Series A Bonds shall be the fifteenth day preceding the date on which the
interest is to be paid, or, if such day is not a Business Day, the next preceding Business Day (the

4
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“Record Date”), provided that, with respect to overdue interest or interest payable on redemption of
such 2020 Series A Bonds other than on an Interest Payment Date or interest on any overdue
amount, the Trustee may establish a special record date. The special record date may be not more
than twenty (20) days before the date set for payment. The Trustee shall give notice of a special
record date by mailing a copy of such notice to the registered owners of all 2020 Series A Bonds
Outstanding in the manner provided in Section 1001 of the Indenture at least ten (10) days before the
special record date or in such other time and manner as the Trustee may deem appropriate. The
Principal Amount and Redemption Price of, and interest on the 2020 Series A Bonds shall also be
payable at any other place which may be provided for such payment by the appointment of any other
Paying Agent or Paying Agents as permitted by the Indenture.

Section 202. [Reserved]

Section 203. Prepayment . 2020 Series A Bonds are subject to prepayment at any time
with the written consent of the Agency, subject to the terms of the Loan Agreement.

Section 204. Form of 2020 Series A Bonds. Subject to the provisions of the Indenture, the
form and tenor of the 2020 Series A Bonds shall be substantially as follows, with such insertions,
omissions, and variations as may be required or permitted by the Indenture.

No. R-1 $4,131,000
CITY OF NEWPORT, RHODE ISLAND
WATER SYSTEM REVENUE BONDS, 2020 SERIES A

Original Issue Date: April __, 2020

The City of Newport, Rhode Island (herein called the “Issuer”), for value received, hereby
promises to pay to the Rhode Island Clean Water Finance Agency (the “Agency”), or registered
assigns, the Principal Amount or such lesser amount as shall have been advanced from time to time
under and pursuant to a Loan Agreement by and between the Issuer and the Agency relating to the
Loan, as defined therein, which this bond represents, in installments on September 1 of each of the
years set forth below with interest meantime, payable from the date of the first advance to the Issuer
pursuant to the Loan Agreement at the Interest Rate Per Annum on such Principal Amount, or such
lesser amount as shall have been advanced pursuant to the Loan Agreement, from the most recent
September 1 or March 1 (each an “Interest Payment Date”) to which interest has been paid or provided
for or, if no interest has been paid, from the Original Issue Date, payable on September 1, 2013, and
semi-annually thereafter on the first day of each subsequent September and March until payment of
such Principal Amount. Interest will be calculated on the basis of a 360-day year of twelve 30-day
months.

Subsidized Net Principal

September 1 Principal Due Market Rate Interest Rate Amount
2020
2021
2022
5
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2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

* Represents sinking fund redemption of September 1, 20[__] maturity

The principal or redemption price of and interest on this bond are payable in any coin or
currency of the United States of America which at the time of payment is legal tender for public and
private debts. The principal of, redemption price of and interest on this bond is payable by check or
draft drawn on U.S. Bank National Association, as successor trustee to Wells Fargo Bank, N.A,,
trustee under the Indenture hereinafter mentioned, or its successor (the “Trustee”) and to the
Registered Owner at its address appearing on the registration books of the Issuer kept for that
purpose at the designated office of the Trustee, determined as of the close of business on the
applicable record date, provided that payments of interest to any Registered Owner may be paid at
the written election of the Registered Owner by wire transfer to the account number of such
Registered Owner on file with the Trustee or to another account number of which the Registered
Owner shall give notice to the Trustee in writing at least five days prior to the Interest Payment Date.
The record date for payment of interest is the fifteenth day preceding the date on which the interest
is to be paid or, if such day is not a Business Day, the next preceding Business Day, provided that,
with respect to overdue interest or interest payable on redemption of this bond other than on an
Interest Payment Date or interest on any overdue amount, the Trustee may establish a special record
date. The special record date may not be more than twenty (20) days before the date set for
payment.

THE PRINCIPAL OF OR REDEMPTION PRICE AND INTEREST ON THE 2020 Series A
BONDS ARE PAYABLE ONLY FROM THE REVENUES OR ASSETS OF THE ISSUER
PLEDGED THEREFOR AND NEITHER THE STATE NOR ANY POLITICAL SUBDIVISION
OF THE STATE SHALL BE OBLIGATED TO PAY THIS BOND. NEITHER THE FAITH AND
CREDIT NOR THE TAXING POWER OF THE STATE OR ANY POLITICAL SUBDIVISION
OF THE STATE IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OR REDEMPTION
PRICE OF OR INTEREST ON THIS BOND.

6
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This bond is one of a duly authorized issue of bonds of the Issuer (herein called the
“Bonds”), issued and to be issued pursuant to Chapter 12.8 of Title 46 of the General Laws of the
State of Rhode Island, 1956 (2007 Reenactment) as amended (the “Act”) and under and pursuant to a
Trust Indenture by and between the Issuer and the Trustee dated March 7, 2007, as amended and
supplemented by a First Supplemental Indenture dated March 7, 2007 (the “Trust Indenture™), a
Second Supplemental Indenture dated June 5, 2009, a Third Supplemental Indenture dated
November 9, 2009, a Fourth Supplemental Indenture dated September 30, 2011, a Fifth
Supplemental Indenture dated June 14, 2012, a Sixth Supplemental Indenture dated May 14, 2013
and a Seventh Supplemental Indenture dated April __, 2020 (the Trust Indenture as amended and
supplemented, including by the Seventh Supplemental Indenture is referred to herein as the
“Indenture”). As provided in the Indenture, Bonds may be issued from time to time in one or more
series in various principal amounts, may mature at different times, may bear interest at different
rates, and may otherwise vary as provided in the Indenture. Except as provided in the Indenture, the
aggregate principal amount of Bonds which may be issued thereunder is not limited and all Bonds
issued and to be issued under said Indenture are and will be equally secured by the pledge and
covenants provided therein.

This bond is a special obligation of the Issuer. The Issuer has pledged to the payment of the
principal and redemption price of and interest on the Bonds, subject to the provisions of the
Indenture permitting the application thereof for the purposes and on the terms and conditions set
forth in the Indenture, the proceeds of the Bonds, all Revenues of the Issuer (as defined in the
Indenture), and all moneys, securities and other amounts in all funds and accounts established by or
pursuant to the Indenture, except the Operating Fund and the Rebate Fund and the Unrestricted Fund
of the Issuer.

This bond is one of a series of Bonds designated as “Water System Revenue Bonds, 2020
Series A” (herein called the “2020 Series A Bonds”), issued under the Indenture, and limited to the
aggregate principal amount of $4,131,000. Copies of the Indenture are on file at the office of the
Issuer and at the designated corporate trust office of the Trustee, currently in Boston, Massachusetts,
and reference to the Indenture and any supplements thereto and to the Act is made for a description
of the pledge securing the Bonds and covenants relating thereto, the manner of enforcement of the
pledge, the rights and remedies of the Registered Owners of the Bonds with respect thereto, the
terms and conditions upon which the Bonds are issued and may be issued thereunder, the conditions
upon which the Indenture may be amended with or without the consent of the Registered Owners of
the Bonds, and the terms upon which Bonds may no longer be secured by the Indenture.

The Registered Owner of this bond shall have no right to enforce the provisions of the
Indenture or to institute action to enforce the covenants therein to take any action with respect to an
Event of Default under the Indenture or to institute, appear in or defend any suit or other proceeding
with respect thereto, except as provided in the Indenture.

The 2020 Series A Bonds are subject to prepayment at any time with the written consent of
the Agency, subject to the terms of the Loan Agreement.
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This bond is transferable, as provided in the Indenture, only upon the books of the Issuer held
by the Bond Registrar by the Registered Owner hereof in person or by his attorney duly authorized
in writing, upon surrender hereof together with a written instrument of transfer satisfactory to the
Trustee duly executed by the Registered Owner or his duly authorized attorney, and thereupon the
Issuer shall issue in the name of the transferee a new registered 2020 Series A Bond or Bonds of the
same aggregate principal amount, interest rate and maturity as the surrendered 2020 Series A Bond,
as provided in the Indenture, and upon the payment of the charges therein prescribed. This bond
may also be exchanged, alone or with other 2020 Series A Bonds of the same series, interest rate and
maturity, at the office of the Trustee in Boston, Massachusetts, for a new 2020 Series A Bond or
Bonds of the same aggregate principal amount, interest rate and maturity, without transfer to a new
registered owner, as provided in the Indenture and upon the payment of the charges therein
prescribed. The 2020 Series A Bonds are issuable only in denominations of $1,000 or any whole
multiple thereof.

The Issuer shall not be obligated to make any transfer or exchange of this bond between a
record date and an Interest Payment Date.

No recourse shall be had for the payment of the principal or redemption price of or the
interest on the 2020 Series A Bonds or for any claim based thereon or on the Indenture against any
member, officer or employee of the Issuer or any person executing the 2020 Series A Bonds.

It is hereby certified and recited that all conditions, acts and things required by the
Constitution or statutes of the State or the Indenture to exist, to have happened or to have been
performed precedent to or in the issuance of this bond, exist, have happened and have been
performed and that the issue of this bond, together with all other indebtedness of the Issuer, is within
every debt and other limit prescribed by law.

This bond shall not be entitled to any security, right or benefit under the Indenture or be valid

or obligatory for any purpose, unless the certificate of authentication hereon has been duly executed
by the Trustee.

82392840v.2



IN WITNESS WHEREOF, the City of Newport, Rhode Island has caused this bond to be
executed in its name by the manual or facsimile signature of an authorized officer of the Issuer and
its corporate seal (or a facsimile thereof) to be affixed, imprinted, engraved or otherwise reproduced
hereon and countersigned by the manual or facsimile signature of another authorized officer of the
Issuer.

(Seal) CITY OF NEWPORT, RHODE ISLAND
By:
Authorized Officer
Attested:
By:
Authorized Officer

CERTIFICATE OF AUTHENTICATION

This Bond is one of the 2020 Series A Bonds described in the within-mentioned Indenture.

U.S. BANK NATIONAL ASSOCIATION, as
Trustee

By:
Authorized Signatory
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CERTIFICATE OF ASSIGNMENT

The Rhode Island Infrastructure Bank, for value received, does assign and pledge the above
Bond to U.S. Bank National Association, as Agency Trustee under the Agency Indenture of Trust
dated as of February 23, 2004, as amended and supplemented, to be held as provided therein as
security for the performance of the obligations of the Agency thereunder.

IN WITNESS WHEREOF, the Rhode Island Infrastructure Bank has caused this assignment
to be signed in its name and behalf by its duly authorized officer, as of the day of April, 2020.

RHODE ISLAND INFRASTRUCTURE
BANK

By:
Title: Executive Director
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ASSIGNMENT
For value received, the undersigned hereby sells, assigns and transfers this bond

to

(Name and Address of Assignee)

(Social Security or other Identifying Number of Assignee)

and irrevocably appoints
attorney-in-fact to transfer it on the books kept for registration of this bond with full power of
substitution.

Dated:

NOTE: The signature to this assignment must
correspond with the name as written on the
face of the bond without alteration,
enlargement or other change.

Signature Guaranteed:

Participant in a Recognized Signature
Guaranty Medallion Program

By:
Authorized Signature

11
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ARTICLE III
APPLICATION OF PROCEEDS AND OTHER FUNDS

Section 301. Establishment of Accounts

(a) In accordance with Section 503 of the Indenture, a 2020 Series A Project
Account is hereby established within the Project Fund. Such account shall be established and held
by the Trustee in accordance with subsections (2), (3) and (4) of said Section 503; and

(b)  Inaccordance with Section 508 of the Indenture, a 2020 Series A Account
is hereby established within the Debt Service Reserve Fund. Such account shall be established
and held by the Trustee in accordance with said Section 508.

Section 302. Application of 2020 Series A Bond Proceeds The proceeds of the sale
of the 2020 Series A Bonds, net of the loan fee of $ paid to the Agency, shall be

applied or caused to be applied by the Issuer simultaneously with their delivery, as follows:

(a) An amount equal to the Debt Service Reserve Fund Requirement of
$ shall be deposited in the 2020 Series A Account Debt Service Reserve Fund,;

(b) Anamountequalto$ the estimated costs of issuance which may
be paid from the proceeds of the 2020 Series A Bonds, shall be held by the Agency in a cost
of issuance account established for the Issuer pursuant to the Agency Indenture of Trust; and

(c) Anamountequalto$ , shall be held by the Agency Trustee in
an account of the construction proceeds fund established for the Issuer pursuant to the
Agency Indenture of Trust for application to the Cost of the 2020 Series A Project.

Section 303. Disbursements from 2020 Series A Project Account . Amounts, if any, in the
2020 Series A Project Account shall be disbursed to or upon the written order of the City upon
receipt by the Agency of one or more requisitions in the form annexed to and incorporated into this
Seventh Supplemental Indenture as Exhibit A, subject to the requirements of Section 503(3) of the
Indenture, and subject to the additional requirement that payments and reimbursements will be made
only on account of those portions of the 2020 Series A Project for which the Issuer has received and
filed with the Agency a certificate of approval from the Rhode Island Department of Health.

Section 304. Application of 2020 Series A Rebate Account; Tax Covenants . TheCity
covenants to take all actions necessary to comply with the Tax Certificate.
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Notwithstanding any provision of the Indenture or this Seventh Supplemental Indenture, the
Issuer shall take all lawful action necessary under the Code to ensure that interest on the 2020 Series
A Bonds will remain exempt from federal income taxation to the extent provided in Section 103 of
said Code and will refrain from taking any action which will cause interest on the 2020 Series A
Bonds to lose the benefit of the exclusion from gross income provided by Section 103(a) of the
Code. The Issuer shall not use or permit the use of any moneys held by the Issuer or the Trustee
under the Indenture in any manner which would result in the 2020 Series A Bonds being classified as
private activity bonds within the meaning of Section 141 of the Code or as arbitrage bonds within the
meaning of Section 148 of the Code.

The provisions of this Section 304 shall be complied with by the Issuer in order to meet the
requirements of the Code such that interest on the 2020 Series A Bonds shall be and remain exempt
from federal income taxes to the extent provided in Section 103 of the Code; provided, however, that
the Issuer shall not be required to comply with any such provision with respect to the 2020 Series A
Bonds in the event the Issuer and the Trustee receive a Counsel’s Opinion that compliance with such
provision is no longer required to satisfy the requirements of the Code or that compliance with some
other provision in lieu of a provision specified in this Section 304 will satisfy said requirements, in
which case compliance with such other provision specified in the Counsel’s Opinion shall constitute
compliance with the provisions specified in this Section 304. The Issuer shall adopt a Supplemental
Trust Indenture reflecting the deletion or substitution of any such provision of this Section 304 in the
same manner as provided for Supplemental Trust Indentures authorized in accordance with Section
901 of the Indenture. Without limiting the duties of the Trustee as set forth herein, and except for
noncompliance in material respects with the provisions hereof, gross negligence or willful
misconduct or the material breach of the terms of this Indenture, the Trustee shall have no obligation
or responsibility whatsoever in connection with (i) any federal or state tax-exempt status of the
Bonds or the interest thereon, (ii) the consequences of the investment or non-investment of any funds
or accounts relating to the Bonds under Section 148 of the Code, or (iii) the calculation of any
amount required to be rebated to the United States under Section 148 of the Code.

ARTICLE IV
MISCELLANEOUS

Section 401. Authorization of Officers . The Finance Director and the Mayor of the
Issuer, acting singly, are hereby authorized and directed to do all acts and things and to execute and
deliver any and all documents, certificates and other instruments necessary or desirable to effectuate
the transactions contemplated by this Seventh Supplemental Indenture and the Indenture.

Section 402. Notices . Unless otherwise expressly provided, all notices to the Issuer,
the Trustee and the Paying Agent shall be in writing and shall be sent by registered or certified mail,
postage prepaid, or delivered during business hours as follows: (i) to the Issuer at its office at City
Hall, 43 Broadway, Newport, Rhode Island 02840, attention Finance Director, (ii) to the Trustee and
Paying Agent, U.S. Bank National Association, One Federal Street, Boston, Massachusetts 02110,
and (iii) to the Rhode Island Infrastructure Bank, 235 Promenade Street, Suite 119, Providence,
Rhode Island 02908, or, as to all of the foregoing, to such other address as the addressees shall have
indicated by prior written notice to the one giving notice. If mailed, any notice given under this
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section shall be deemed given upon mailing, and if delivered, such notice shall be deemed given
upon receipt by the party for whom it was intended.

Notice hereunder may be waived prospectively or retrospectively by the person entitled to the
notice, but no waiver shall affect any notice requirement as to other persons.

Section 403. Severability . Inthe event that any provision of this Seventh Supplemental
Indenture shall be held to be invalid under any circumstances, such invalidity shall not affect any
other provisions or circumstances.

Section 404. Captions . The captions and table of contents, if any, of this Seventh
Supplemental Indenture are for convenience only and shall not affect the construction hereof.

*Signatures on Next Page*
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IN WITNESS WHEREOF, the Issuer and the Trustee have caused this Seventh Supplemental
Indenture to be executed in their respective corporate names by their duly authorized officers all as
of the date first above written.

CITY OF NEWPORT, RHODE ISLAND

By:

Mayor

By:

Finance Director

U.S. BANK NATIONAL ASSOCIATION, as
successor trustee to Wells Fargo Bank, N.A.

By:

Vice President

[Seventh Supplemental Indenture]
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EXHIBIT A

Form of Requisition

REQUISITION NO.

$4,131,000 City of Newport, Rhode Island
Water System Revenue Bonds, 2020 Series A

To:  U.S. Bank National Association, as successor trustee to Wells Fargo Bank N.A.,
Trustee under Trust Indenture dated March 7, 2007 as amended and supplemented,
including by the Seventh Supplemental Indenture, dated April __, 2020.

This Requisition is made pursuant to Section 503 of the above Trust Indenture.
The Trustee is directed to pay sums out of the Account of the Project Fund entitled

the [PICK ONE] 2020 Series A Project Account; Capital Improvements Account (during such times
as such Account is held by the Trustee).

Payee Purpose of Payment Amount
I hereby certify that

® each obligation mentioned herein (a) has been properly incurred, (b) is a proper
charge against the Account of the Project Fund named above, (c) is currently due and payable, (d)
has not been previously paid or reimbursed, (e) has not been the basis of any previous withdrawal

and (f) is an item of “Cost” or “Cost of Issuance” (as defined in the Trust Indenture).
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(if)  attached hereto are invoices (or, in the event reimbursement is being requested,
cancelled checks) for each amount described herein.
CITY OF NEWPORT, RHODE ISLAND

By:
Authorized Officer
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82392840v.2



EXHIBIT D




RHODE ISLAND INFRASTRUCTURE BANK
LOAN AGREEMENT
DRINKING WATER STATE REVOLVING FUND

This AGREEMENT is entered into as of the __th day of April, 2020, between Rhode Island
Infrastructure Bank (the "Bank") and the City of Newport, Rhode Island, (the "Borrower") in accordance
with the Safe Drinking Water Act Amendments of 1996, an act or acts of the Borrower (the “Local Bond
Act”), more fully described in Exhibit A hereto, and Chapters 46-12.2 and 46-12.8 of the Rhode Island
General Laws (the "Act") in order to finance, to the extent of the aggregate amount of the loans made
hereunder, an approved project (the "Project") now being undertaken by the Borrower. The Project is
described in Exhibit B.

ARTICLE 1
THE LOAN

1.1.  In accordance with Chapters 46-12.2 and 46-12.8 of the Rhode Island General Laws, the
Bank agrees to and does hereby loan to the Borrower, and the Borrower agrees to and does hereby borrow
from the Bank, in accordance with the terms of this Agreement, the principal sum of Four Million One
Hundred Thirty One Thousand Dollars ($4,131,000), (the "Loan" which term shall include such lesser
amount as shall equal the aggregate principal amount of all sums disbursed or deemed disbursed by the
Bank to the Borrower hereunder from time to time), and the Borrower shall repay the Loan, with interest
thereon, in annual installments as provided in this Agreement and in the form of the Revenue Bond,
described below. The proceeds of the Loan shall be disbursed hereunder by the Bank to the Borrower, or
on its order, on a periodic basis, as requested by the Borrower, but not more frequently than monthly,
subject to the approval of the amount of each disbursement by the Bank, and based on the Rhode Island
Department of Health's ("DOH") periodic inspection and approval of completed construction.

1.2.  The Loan shall be represented by a bond or bonds of the Borrower (in either case, referred
to herein as the "Revenue Bond") issued under and in accordance with the applicable provisions of the
Rhode Island General Laws, the applicable Local Bond Act, and the Act and each disbursement shall be
noted thereon or otherwise recorded in the records of the Bank. The Revenue Bonds shall be issued in
accordance with the Trust Indenture between the City of Newport and U.S. Bank National Association,
as Successor Trustee (the “City Trustee”), dated March 7, 2007, a First Supplemental Indenture
thereto, dated as of March 7, 2007, a Second Supplemental Indenture thereto, dated as of June 5, 2008,
a Third Supplemental Indenture thereto, dated as of November 19, 2009; and a Fourth Supplemental
Indenture thereto, dated September 30, 2011; a Fifth Supplemental Indenture thereto, dated June 14,
2012, a Sixth Supplemental Indenture thereto, dated May 14, 2013, and a Seventh Supplemental
Indenture thereto, dated April __, 2020 (collectively, the “City of Newport Trust Indenture”), which is
incorporated herein and attached as Exhibit C hereto. The Revenue Bonds shall be substantially in the
form of Exhibit D hereto.

1.3.  To fund all or a portion of the Loan and other loans to other borrowers, the Bank has



issued its Safe Drinking Water Revolving Fund Revenue Bonds (the "Bank Bonds") in one or more
series, from time to time, under and pursuant to an Indenture of Trust (the "Indenture of Trust"), dated
as of February 23, 2004, between the Bank and U.S. Bank National Association, as Trustee (the
“Trustee™), a First Supplemental Indenture thereto, dated as of March 1, 2005, a Second Supplemental
Indenture thereto, dated as of March 1, 2007, a Third Supplemental Indenture thereto, dated as of June
1, 2008, a Fourth Supplemental Indenture thereto, dated as of November 1, 2009, a Fifth Supplemental
Indenture thereto, dated as of June 1, 2012, a Sixth Supplemental Indenture thereto, dated as of May 1,
2013, a Seventh Supplemental Indenture thereto, dated as of June 1, 2013, an Eighth Supplemental
Indenture thereto, dated as of December 1, 2014, a Ninth Supplemental Indenture thereto, dated as of
December 1, 2015, a Tenth Supplemental Indenture thereto, dated as of February 1, 2017, an Eleventh
Supplemental Indenture thereto, dated as of May 1, 2017, a Twelfth Supplemental Indenture thereto,
dated as of June 1, 2018, a Thirteenth Supplemental Indenture of Trust, dated as of June 1, 2019, a
Fourteenth Supplemental Indenture of Trust, dated as of December 1, 2019, and a Fifteenth
Supplemental Indenture of Trust, dated as of April __, 2020 (the Indenture of Trust as supplemented is
hereinafter referred to as the “Indenture”). The Revenue Bond and this Agreement will be pledged and
assigned to the Trustee as security for the Bank Bonds.

1.4. A portion of the proceeds of the Bank Bonds and other funds of the Bank equal to the
principal amount of the Loan will be deposited in an account for the benefit of the Borrower in the
Construction Proceeds Fund held by the Trustee under the Indenture (which fund may be referred to in
certain other documents as the "Construction Proceeds Investment Fund"). Such deposit or deposits,
less, in each case, a loan closing fee (the "Loan Closing Fee”) equal to one percent of the Loan, shall
constitute the Loan. The Bank shall determine which funds available to the Bank shall be allocated to
the Loan.

ARTICLE II
THE REVENUE BONDS

2.1. Payment of principal and interest shall be made by the Borrower as stated in Exhibit I
attached hereto. The stated interest rate on the Revenue Bond, which is the Borrower’s Market Rate (the
“Market Rate”), is the prevailing market interest rate for issuers of comparable creditworthiness to the
Borrower. The Subsidized Interest Rate is calculated based on a 25% interest subsidy from the Borrower's
Market Rate. The Borrower will be obligated by the Revenue Bond to pay the Market Rate stated thereon
but will be billed only for the Subsidized Interest Rate, except in special circumstances as set forth below
in Article III. The Borrower shall also pay to the Bank a loan servicing fee (the “Loan Servicing Fee”) in
the amount of one-half of one percent of the aggregate amounts disbursed prior to such date less aggregate
prior principal payments by the Borrower (the “Outstanding Disbursements”) as stated in Exhibit I.

2.2.  Interest will be charged only on the amount of the Loan proceeds which has been
disbursed or deemed disbursed to the Borrower and is to be calculated on the basis of a 360-day year of
twelve thirty-day months. The Loan proceeds will be deemed disbursed to the Borrower when the Bank
shall have transferred money for the Borrower's account out of the Borrower Construction Proceeds
Account to the Bank in response to a Borrower's requisition made in accordance with Article VI hereof.
The Bank shall furnish to the Borrower a monthly statement of Loan Activity showing all amounts which
have been disbursed or deemed disbursed pursuant to the terms of this Agreement. Notwithstanding the
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foregoing, in the event that the Borrower fails, for any reason whatsoever, to draw funds from the
Borrower Construction Proceeds Account to pay costs of its Project in accordance with the
construction draw schedule provided by the Borrower to the Bank at the time of the making of the
Loan, the Borrower shall pay to the Bank, as billed, all amounts reasonably incurred by the Bank on
account of such failure to draw such funds in accordance with its established construction draw
schedule, provided, however, in no event shall the amount billed exceed the amount the Borrower
would have paid in interest at the Subsidized Interest Rate as defined in Section 2.1 herein on the Loan
had the Borrower drawn the funds in accordance with its established construction draw schedule.

2.3.  Annual payments by the Borrower of the principal of the Loan will be made in accordance
with the terms of the Revenue Bond. Principal payments will begin prior to or within one year after the
estimated date of completion of construction of the Project as identified in the Project description in
Exhibit B or in the case of a project completed prior to the issuance of the Revenue Bond, within one year
after the Revenue Bond is issued. Principal payments will be made annually on September 1 and the
schedule of payments will be as shown in the form of the Revenue Bond. The initial scheduled
completion date for the Project is stated in Exhibit B. In no event shall such annual payments commence
later than five (5) years from the time that a disbursement to the Borrower is first made.

2.4. Interest shall be paid by the Borrower semi-annually each March 1 and September 1
commencing not later than September 1, 2020.

2.5.  The annual installments of principal and interest on the Loan shall be arranged so that the
last payment of principal and interest is no later than twenty (20) years from the scheduled completion
date of the Project as estimated at the time the Loan is made. If any portion of the Project which is
separately identified on Exhibit B is not commenced or if, having been commenced, is abandoned or
completed without the full amount of the Loan applicable thereto having been disbursed, as of the
scheduled completion date set forth in Exhibit B hereto, the balance of the undisbursed proceeds
applicable to such portion shall be deemed disbursed as of such date and the Borrower shall be responsible
for the payment of interest thereon. Notwithstanding that such balance is deemed disbursed, it shall be
retained by the Bank in a separate account for the benefit of the Borrower and the balance and all
earnings thereon shall be applied in accordance with the terms of the Indenture. The Borrower shall be
responsible for any shortfall in the earnings on the investment of such funds as compared to the interest
due on the respective Bank Bonds and the Borrower shall receive credit against principal or interest
requirements on the Revenue Bond for payments of principal or interest on the Bank Bonds from the
principal of or interest earnings on, respectively, such invested funds. If, in accordance with the terms
of the Indenture, such undisbursed balance is available to make loans to other borrowers, such balance
shall not be deemed to be disbursed, but the obligation of the Bank to make disbursements in that
amount and the obligation of the Borrower to repay the Loan in that amount shall lapse and be without
effect. In the case of such a lapse, the Bank shall re-compute the initial and adjusted annual debt
service installments of each Loan to reflect the amount of proceeds actually disbursed to the Borrower,
if less than the full principal amount of the Loan, and to make the appropriate notations on the
Revenue Bond or otherwise in the records of the Bank, provided that failure to make such a notation or
any error made in such a notation with respect to any Loan shall not limit the Borrower's payment
obligations under this Agreement and the Revenue Bond. Such re-computation shall be as a pro-rata
reduction of the debt service on the Revenue Bond. The Bank shall use its best efforts, consistent with
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the requirements of the Act, to identify other borrowers and to use the aforesaid undisbursed balance
for the purpose of making other loans to such other borrowers.

2.6. A Loan may be prepaid by the Borrower at any time with the consent of the Bank but as a
condition to giving such consent the Bank may require a prepayment penalty based on the cost of
reinvesting the prepayment, the cost of prepaying outstanding bonds of the Bank or any other reasonable
negative financial impact to the Bank.

2.7. The Revenue Bonds, when delivered to the Bank shall be in fully marketable form
accompanied by documentation in form and substance satisfactory to the Bank including an opinion
acceptable in form to the Bank of nationally recognized bond counsel as to the valid authorization,
execution, delivery and enforceability of the Revenue Bonds and this Agreement. Said opinion shall
include an opinion that the Revenue Bonds are not a private activity bond within the meaning of Section
141 of the Internal Revenue Code of 1986 (as amended), that interest on the Revenue Bond is not included
in gross income for federal income taxation purposes, and that interest on the Revenue Bond is not
included in gross income for federal income taxation purposes and interest on the Revenue Bond is not a
specific preference item for purposes of the federal individual or corporate alternative minimum taxes,
although such interest is included in adjusted current earnings when calculating corporate alternative
minimum taxable income. The Bank agrees that it will comply with Rule 15¢2-12 of the Securities and
Exchange Commission and any other applicable securities laws.

ARTICLE I
LOCAL INTEREST SUBSIDY TRUST

3.1.  The Bank has caused there to be created under the Indenture of Trust a fund known as the
Local Interest Subsidy Trust Fund (the "LIST"), which is pledged as security for the Bank Bonds and
which the Bank will use to pay the difference between the interest rate on Bank Bonds and the Subsidized
Interest Rate for the Borrower and other borrowers. Pursuant to the Indenture of Trust, certain amounts in
the LIST are allocated to the Borrower and other borrowers, although such allocation does not make such
amount a part of the Loan or of the loans to other borrowers. If the Borrower or other borrowers should
default in the timely payment of debt service on the Loan or on the loans made to such other borrowers,
the LIST may be wholly or partially depleted and, in addition, the LIST may not generate sufficient
income to pay the difference between the stated interest rate and the Subsidized Interest Rate. In the event
of a default in payment by the Borrower or any other borrowers, the Bank may restore the LIST and cover
its debt service obligations on the Bank Bonds by requiring the defaulting Borrower or defaulting other
borrowers to pay up to the Market Rate on the Revenue Bond or Bonds representing the Loan or loans on
which default has occurred until all accounts in the LIST are restored. The Indenture requires that certain
LIST accounts not allocated to any borrower be exhausted first and that the LIST account allocated to the
defaulting borrowers be exhausted second and that the accounts of the other borrowers then be charged on
a pro rata basis. If the payment default by any other borrowers continues beyond the point that the LIST
account of the defaulting borrowers is exhausted (or will be exhausted as of the next payment of debt
service on the Bank Bonds), the Borrower and other borrowers, each of whom is not in default, may be
required to pay up to the Market Rate on the Revenue Bond or, in the case of other borrowers, on the
Revenue Bonds representing loans to them. Such charge shall never affect the amount of Loan proceeds
which may be disbursed pursuant to Article VII, nor shall it affect the amount of principal which must be

2

3 3y 1

3

3



repaid on the Revenue Bond. The only effect shall be a requirement that the Borrower pay interest in
excess of the Subsidized Interest Rate, but not in excess of the Market Rate stated on the Revenue Bond.
Such requirement shall be prospective only and shall apply to payments of interest due after the Bank has
given written notice to the Borrower of the circumstances which have caused such requirement to occur.

3.2. At such time as the default in payment referred to in paragraph 3.1. is cured or, through
payment of the full stated interest rate the LIST is restored, the Bank shall again bill the Borrower only at
the Subsidized Interest Rate. The Bank shall not be required to reimburse or credit the Borrower for any
increase paid pursuant to this Article.

3.3.  The obligation of the Borrower to pay the Market Rate upon the occurrence of the events
stated in this Article does not constitute, and shall not be deemed to constitute for any purpose, a guarantee
by the Borrower of the debt of any other person, or indemnification of the Bank or a penalty of any kind
or nature. Such obligation constitutes solely a matching of funds available to the Bank for interest rate
subsidies to the interest rate requirement or the Bank Bonds.

ARTICLE IV
PLEDGE AND DEFAULT

4.1. The Revenue Bonds shall constitute a limited obligation of the Borrower, payable only
from Revenues, as that term is defined in the City of Newport Trust Indenture.

42.  Atany time, any Bank funds payable to the Borrower may be set off against and applied in
payment of any obligations that are due hereunder. In the event of a default in the prompt and full
payment when due of any installment of principal of or interest on a Revenue Bond issued under this
Agreement, any Bank funds payable to the Borrower for the Project may be held and treated as collateral
security for the payment of the obligations hereunder. Any such funds applied or held shall be treated as
additional principal advances under the Loan. In the event of set off, the Bank shall notify the Borrower
of said set off and said funds will be applied to the annual payment due.

43. No delay or omission on the part of the Bank in exercising any right under the Revenue
Bonds or hereunder shall operate as a waiver of such right or of any other right under the Revenue Bonds
or hereunder. A waiver on any one occasion shall not be construed as a bar to or waiver of any right or
remedy on any future occasion.

44. The Borrower will pay all costs of collection, legal expenses, and reasonable attorney's
fees incurred or paid by the Bank in collecting or enforcing the Revenue Bonds, this Agreement or any
Loan made hereunder on default, except to the extent that a court of competent jurisdiction has determined
that such costs, expenses and fees were not reasonably incurred.

4.5. If any payment due from the Borrower to the Bank shall not be paid in full when and as
due, and provided that the Bank shall have given written notice of or a bill for such payment not earlier
than 45 days and not later than 30 days before the same is due, additional interest charges shall be made as
a late payment fee which will be charged to the Borrower and due to the Bank. The late payment fee shall
be five percent (5%) of the amount of the payment or portion thereof, which is late and will be charged
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every fifteen days, until the payment in question is received, or such lesser amount as shall be the
maximum additional interest permitted by state law. The late payment fee shall not constitute a penalty or
liquidated damages but shall constitute interest due on the Revenue Bonds and is intended to compensate
the Bank for the costs and expenses incurred by it on account of each late payment, including but not
limited to interest costs and accounting expenses.

ARTICLE V
REPRESENTATIONS AND WARRANTIES

5.1.  The Borrower, as consideration for the making of the Loan by the Bank represents and
warrants as follows:

()] it is a political subdivision of the State of Rhode Island;

(i) it is authorized to enter into this Agreement, to make the Loan, to issue the
Revenue Bond and to undertake the Project;

(iii)  at the time of or prior to the first disbursement hereunder, the Revenue
Bond has been approved by the division of public utilities, as required by Rhode Island
General Laws §39-3-15;

(iv)  the public utilities commission has approved user fees, charges, rates, or
assessments which will be sufficient to meet the rate covenant contained in the City
Indenture, attached as Exhibit C herein;

W) the Loan, the Revenue Bond, this Agreement, and the City of Newport Trust
Indenture have each been duly authorized by the appropriate bodies of the Borrower and,
when delivered at or prior to the time the Loan is made, will constitute valid and binding
obligations, enforceable in accordance with their terms;

(vi)  there is no fact that the Borrower has not disclosed to the Bank in its application
for the Loan or otherwise that materially adversely affects the properties, activities,
financial condition or economic outlook of the Borrower or its ability to undertake the
Project or repay the Loan;

(vil)  except as to matters detailed in Exhibit H attached hereto, there is no litigation or
other proceedings, pending or threatened, against or affecting the Borrower, in any court or
before any government agency that, if decided adversely to the Borrower, would
materially adversely affect the properties, activities, financial condition or economic
outlook of the Borrower or its ability to undertake the Project or repay the Loan.

(viii) the Borrower, having made reasonable investigation, represents that it has not
taken any action that would: (1) cause the interest payable on the Revenue Bond to be
includable in gross income for Federal income tax purposes under the Internal Revenue
Code of 1986 (the "Code"); or (2) cause the Revenue Bond to be a "private activity
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bond," as defined in Section 141 of the Code.

(ix)  the Borrower agrees that neither it nor any related party (as defined in Treas.
Reg. § 1.150-1(b)) to the Borrower will purchase any of the Bank Bonds.

5.2.  The Borrower shall confirm, as of the date of each construction disbursement made
hereunder, the representations and warranties contained in Section 5.1 and in addition at the time of each
construction disbursement shall represent and warrant as follows:

@® it is in compliance in all material respects, with all laws, ordinances, rules and
regulations affecting or relating to the Project;

(ii) it has used all previously disbursed Loan proceeds and will use all Loan proceeds
to be disbursed to pay a portion of the costs of the Project or to reimburse itself for costs of
the Project which it has paid and which have not been the subject of any prior
disbursement;

(ili)  itis not in material default hereunder, or under the Revenue Bond;

(iv)  the extent, if any, to which the representations and warranties made in Section 5.1
are no longer true and correct in all material respects; and

(v)  the extent, if any, to which all representations and covenants made in any
certificate furnished in connection with the delivery of the Revenue Bonds are no longer
true and correct.

ARTICLE VI
DISBURSEMENT

6.1.  After the Loan is made pursuant to Section 1.4 of this Agreement, construction progress
payments and reimbursements will be made to the Borrower or on its order from the Borrower
Construction Proceeds Fund held under the Indenture. Payments and reimbursements will be made only
on account of those portions of the Project, as identified in Exhibit B, for which the Borrower has received
and filed with the Bank a Certificate of Approval from DOH.

6.2. No more frequently than monthly, the Borrower may submit to the Bank a requisition for
payment, in the form set forth in Exhibit K, from the Borrower Construction Proceeds Fund held under the
Indenture. Such requisition shall be accompanied by vendor, contractor or supplier invoices, or such other
documentation as the Bank shall require, showing that the payee, the purpose and the aggregate amount of
payments is within the project definition, all applicable DOH approvals and the total amount of the Loan.
In the case of a requisition for the reimbursement of project costs paid in the first instance by the
Borrower, the requisition shall additionally state that such costs have not been the subject of any prior
requisition and are within all applicable guidelines for reimbursement financing.

6.3  Except as provided below, when the Bank has reviewed any requisition and found it to be
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complete and proper, or has, in its sole discretion, waived any non-compliance, the Bank shall pay such
requisition. The Bank review of any requisition shall be completed within five (5) business days of its
receipt. Upon receipt of such transfer, and in any case within five (5) business days thereof, the Bank
shall issue its check to or on the order of the Borrower, in each case, for payment as specified in the
requisition. If at the time of any requisition any of the follow shall be true:

@) there shall then be a continuing Event of Default hereunder;

(i)  the Bank shall have been notified by DOH that disbursement of the Loan should be
suspended as a result of conditions found during a DOH review or inspection of the
Project, or any components thereof; or

(iii)  if the representations and warranties contained in Section 5.1 or Section 5.2 shall
not be true and correct in all material respects as of the date of the requisition;

then the Bank shall have sole discretion as to whether to pay such requisition, as aforesaid. If the Bank
has not previously been furnished with a copy of the DOH Certificate of Approval for the portion of the
Project to which the requisition relates and for such portion's inclusion in the Bank's loan program, no
requisition shall be approved.

ARTICLE VII
EVENTS OF DEFAULT

7.1 In the event that: (i) the Borrower shall fail to make any payment of the principal of, the
premium, if any, and interest on all or a portion of the Loan when and as the same shall become due and
payable, in accordance with the terms hereof; or (ii) an Event of Default occurs under the terms of the City
of Newport Trust Indenture, such failure or such occurrence shall constitute an Event of Default, without
notice or demand of any kind whatsoever.

7.2 In the event that the Borrower shall fail to observe or comply with any other obligation or
covenant under this Agreement, or if any other representation or warranty of the Borrower under this
Agreement shall at any time prove to have been false or misleading in any material respect when made
or given, such failure or such occurrence shall constitute an Event of Default if the same shall continue for
a period of thirty (30) days after written notice thereof given to the Borrower by or on behalf of the Bank;
provided, however, that if (a) the failure is not one which may be cured by the payment of money, (b) the
curing of such failure cannot be accomplished with due diligence within said thirty days, (c) Borrower
commences to cure such failure within said thirty days and thereafter diligently and continuously
prosecutes the cure of such failure, and (d) the extension of the period for effecting a cure will not result in
any material adverse effect of the interests of the holders of the Bank Bonds or the undertaking of the
Bank's programs, then such period of thirty days shall be extended for such period, not in excess of six
months, as is reasonably necessary for Borrower so acting to cure such failure.

7.3. Upon the occurrence and continuation of an Event of Default, the Bank may take any and
all action, at law or in equity, as it may deem appropriate to enforce this Agreement and the Borrower
Bond. In addition and not in limitation of all other rights which it may from time to time have, including,
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but not limited to, the rights set forth in Section 4.5 of this Agreement, the Bank may, if an Event of
Default under Section 7.1 or Section 7.2 of this Agreement has occurred, to the extent permitted by law,
declare the entire principal of the Revenue Bond immediately due and payable, suspend all further
construction progress payments and exercise its rights under Article IV hereof.

ARTICLE VIII
COMPLIANCE AND REPORTS

8.1.  The Borrower agrees to comply with all State and Federal Requirements with respect to
carrying out the Project, including those requirements contained in:

(@) Federal Safe Drinking Water Act of 1974, including the Safe Drinking Water Act
Amendments of 1996, as amended and supplemented from time to time;

(ii) 33 U.S.C. 1372, which requires, inter alia, providing in all contracts with
contractors and subcontractors funded directly by or assisted in whole or in part with the
funding provided under a federal capitalization grant shall pay laborers and mechanics
at rates not less than those prevailing on projects of a character similar in the locality as
determined by the Secretary of the United States Department of Labor (“DOL”) in
accordance with subchapter IV of Chapter 31 of Title 40, United States Code, and as
further stated in Exhibit L attached hereto. The Borrower shall include such terms and
conditions in any subcontract and lower-tiered transactions, requiring that contractors
and subcontractors obtain wage determinations from DOL and comply with DOL
guidance and regulations implementing these wage rate requirements;

(iii)  To the extent applicable, requirements regarding the use of American iron and
steel under the Consolidated Appropriations Act 2018;

(iv)  Title 40, CFR Part 34, New Restrictions on Lobbying, including the submission of
certification and disclosure forms accordingly;

(v)  To the extent applicable, in accordance with 2 CFR 200.501(a), the Borrower
agrees to obtain a single audit from an independent auditor, if the Borrower expends
$750,000 or more in total Federal funds in their fiscal year. The Borrower must submit
the form SF-SAC and a Single Audit Report Package within 9 months of the end of the
Borrower’s fiscal year or 30 days after receiving the report from an independent auditor.
The SF-SAC and a Single Audit Report Package must be submitted using the Federal
Audit Clearinghouse’s Internet Data Entry System. See Exhibit E for the amount of
federal funds allocated to the Loan;

(vi)  other Federal legislation or administrative rules applying to activities supported
with Federal funds, including those listed in Exhibit F;

(vii) the Act;



Loan:

(vili) those sections of the Govemnor's Executive Order 85.4 relating to Minority
Business Enterprises and Women's Business Enterprises and with the requirements of
EPA’s Disadvantaged Business Enterprise (DBE) Program contained in 40 CFR, Part 23;
and to the extent applicable, the reporting requirements set forth in the Federal Funding
Accountability and Transparency Act; and

(ix)  if the Borrower’s network or information system is connected to EPA networks to
transfer data to EPA using systems other than the Environmental Information Exchange
Network or EPA’s Central Data Exchange, the Borrower agrees that when collecting and
managing environmental data, it will protect the data by following all applicable State
cybersecurity requirements.

The Borrower shall, for as long as is required by applicable law, submit to the Bank on a timely
basis, such reports and other information as the Bank may reasonably require to show that the Borrower is
in compliance with all such requirements. ’

8.2.

The Borrower will provide the following information to the Bank during the life of the

@) a copy of the annual audited financial statements of the Borrower’s water system in
accordance with Generally Accepted Government Accounting Standards, annually within
9 months of end of fiscal year.

(i1)  unless included as a part of the annual budget furnished pursuant to item (iii) or
the audited financial statements furnished pursuant to item (i), an analysis of operating
revenues and expenses, including without limitation, a description of the status of all
revenues securing the Revenue Bond and of any operating expenses in excess of budget,
annually within 9 months of the end of fiscal year.

(iii)  a copy of the annual budget of the Borrower’s water system, within fifteen days of
its adoption.

(iv)  unless included as a part of the annual budget furnished pursuant to item (iii) or
the audited financial statements furnished pursuant to item (i), a schedule of current and
projected short-term and long-term debt service secured by water system revenues,
annually with the aforesaid budget.

W) copies of reports submitted to DOH, the federal Environmental Protection Agency
("EPA") and any other regulatory agency relating to any project financed by the Bank or
the operation thereof, simultaneously with such submission.

(vi)  on September 1 of each year, a certification to demonstrate compliance with
Section 5.1 (vi) hereof, in the form set forth as Exhibit J or such other form as reasonably
determined by the Bank.



(vii)  such other information or reports as and when the Bank may reasonably require.

8.3. () At the time the Loan is made, the Borrower will be required to make certifications
for federal tax purposes as to the ultimate use of Revenue Bond proceeds and the timing of expenditures.
In addition, the Borrower Bond may not be a “private activity bond", as defined in Section 141 of the
Internal Revenue Code of 1986 (the “Code”). Borrowers may be required to rebate certain investment
profits to the federal government. The Borrower should review these issues with bond counsel in advance
of any Loan.

(i)  The interest on the Borrower Bond is intended to excludable from gross income
under Section 103 of the Code. The Borrower has not taken any action (or failed to take an action) and
will not take any action (or fail to take any action) that would: (1) cause the interest payable on the
Revenue Bond to be includable in gross income for Federal income tax purposes under the Code; or
(2) cause the Borrower Bond to be a "private activity bond," as defined in Section 141 of the Code.

8.4.  To the extent permitted by law, so long as the Borrower shall constitute an obligated
person within the meaning of S.E.C. Rule 15c2-12 (the "Rule") as in effect from time to time, the
Borrower agrees to furnish to the Bank (1) such financial information and operating data with respect to
the Borrower at such times and in such forms as the Bank shall reasonably request in order to comply with
the provisions of the Rule, together with audited financial statements of the Borrower; provided, however,
that its audited financial statements are not then available, unaudited financial statements shall be
provided, (2) if not submitted as part of the annual financial information, then when and if available, the
Borrower agrees promptly to provide the Bank with its audited financial statements for each fiscal year
and (3) the Borrower agrees to provide or cause to be provided to the Bank, within ten (10) business days
after the occurrence thereof, notice of the occurrence of any of the following events with respect to the
Revenue Bonds:

(a) principal and interest payment delinquencies;

(b)  non-payment related defaults, if material;

(c) unscheduled draws on debt service reserves reflecting financial difficulties;

(d)  unscheduled draws on credit enhancements reflecting financial difficulties;

(e) substitution of credit or liquidity providers, or their failure to perform;

® adverse tax opinions or the issuance by the IRS of proposed or final determinations of
taxability, Notices of Proposed Issue (IRS Form 5701-TE3) or other material notices or
determinations with respect to the tax status of the Revenue Bonds or other material
events affecting the tax-exempt status of the Revenue Bonds;

(g) modifications to rights of holders of the Revenue Bonds, if material;

(h) Revenue Bonds calls, if material, and tender offers;

@) Revenue Bonds defeasances;

1)) release, substitution, or sale of property securing repayment of the Revenue Bonds, if
material;

(k)  rating changes;

()] bankruptcy, insolvency, receivership or similar event of the Borrower*;

(m) the consummation of a merger, consolidation, or acquisition involving the Borrower or
the sale of all or substantially all of the assets of the Borrower, other than in the
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ordinary course of business, the entry into a definitive agreement to undertake such an
action or the termination of a definitive agreement relating to any such actions other
than pursuant to its terms, if material; and

(n)  appointment of a successor or additional trustee or the change of name of a trustee, if
material.

(0) Incurrence of a financial obligation of the Borrower, if material, or agreement to
covenants, events of default, remedies, priority rights, or other similar terms of a
financial obligation of the Borrower, any of which affects the owners of the Revenue
Bonds, if material. !

(p)  Default, event of acceleration, termination event, modification of terms, or other similar
events under the terms of a financial obligation of the Borrower, any of which reflect
financial difficulties.’

* As noted in the Rule, this event is considered to occur when any of the following occur: (i) the appointment of a receiver, fiscal agent

or similar officer for the Borrower in a proceeding under the U. S. Bankruptcy Code or in any proceeding under state or federal law in which a court
or governmental authority has assumed jurisdiction over substantially all of the assets or business of the Borrower, or if such jurisdiction has been
assumed by leaving the existing governing body and officials or officers in possession but subject to the supervision and orders of a court or
governmental authority or (ii) the entry of an order confirming a plan of reorganization, arrangement or liquidation by a court or governmental
authority having supervision or jurisdiction over substantially all of the assets or business of the Borrower.

The Borrower agrees that from time to time it will also provide notice to the Bank of the
occurrence of other events, in addition to those listed above, if such other event is material with respect
to the Revenue Bonds.

The Borrower will provide, in a timely manner, to the Bank, notice of a failure to satisfy the
requirements of this Section.

The intent of the Borrower undertaking pursuant to this Section is to facilitate the Bank's ability to
comply with the requirements of the Rule. Accordingly, the Borrower agrees to provide the Bank with
any additional information the Bank may reasonably require in order to comply with the requirements of
Rule, as in effect from time to time.

ARTICLE IX
MISCELLANEOUS

9.1  The Borrower shall, subject to local zoning ordinances, erect or cause there to be erected at
the Project site, or at each principal component thereof if more than one physical site is involved, and shall
maintain during the construction of the Project, a sign approved by the Bank and DOH, as more
completely described in Exhibit G having minimum dimensions of four feet by eight feet, identifying the
State Revolving Loan Fund as a principal source of funding for the Project.

9.2  This Agreement may be amended, waived or discharged only by an instrument in writing
signed by the parties hereto and only after approval of such amendment, waiver or discharge by the Bank.

! For purposes of events listed as (0) and (p), the term “financial obligation™ means a (i) debt obligation; (ii) derivative instrument entered into in
connection with, or pledged a security or a source of payment for, an existing or planned debt obligation; or (ii) guarantee of (i) or (ii). The term
“financial obligation” excludes municipal securities for which an official statement has been provided to the MSRB consistent with the Rule.



93  This Agreement shall be construed in accordance with the laws of the State of Rhode
Island, and is binding upon and inures to the benefit of the parties and their respective successors.

9.4  To the extent that a court of competent jurisdiction would enforce such agreement as not
contrary to law or public policy, the Borrower shall indemnify the Bank against and hold the Bank
harmless from any and all claims arising from or in connection with this Agreement, the loan and the
project financed thereby, except for such claims as may arise from the gross negligence or willful
misconduct of the Bank or its officers and except for claims arising from the issuance and marketing of
the Bank Bonds unless, and only to the extent, based on information furnished by the Borrower for use in
connection therewith.

9.5  Except that this Agreement, the Loan and any Revenue Bonds may be assigned by the
Bank for the benefit and security of the holders of bonds of the Bank, the parties hereto do not intend to
benefit any third parties and this Agreement shall not be construed to confer any such benefit.

(Remainder of page left blank)

9.6  This Agreement, which may be executed in a number of counterparts, each of which shall
be deemed an original, constitutes the entire agreement and understanding between the parties, and
supersedes all prior agreements and understandings relating hereto.

RHODE ISLAND CITY OF NEWPORT,
INFRASTRUCTURE BANK RHODE ISLAND
By: By:
Jeffrey R. Diehl Name: Jamie Bova
Executive Director & CEO Title: Mayor
By:

Name: Laura Sitrin
Title: Director of Finance
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List of Local Bond Acts
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III.

EXHIBIT B

DESCRIPTION OF THE PROJECT
NARRATIVE STATEMENT DESCRIBING THE PROJECT
Improvements to the Newport Water distribution system and appurtenances thereto, including
but not limited to (i) cleaning, relining, repair and replacement or water mains, transmission
lines, service lines and valves, (ii) funding of a debt service reserve fund, and (iii) payment of
costs of issuance.
COSTS TO BE PAID FROM LOAN FOR EACH SEPARATELY IDENTIFIED
PORTION OF THE PROJECT
1. Construction Costs: $

2. Debt Service Reserve Fund:  $

Costs of Issuance: $

»

4, Loan Origination Fee: $

ESTIMATED COMPLETION DATE FOR THE PROJECT



EXHIBIT C

CITY OF NEWPORT TRUST INDENTURE

B | 1 _ 1

¥ 1

— 1

.

— 3



EXHIBIT D
FORM OF REVENUE BOND
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EXHIBITE
SOURCE OF LOAN
1. Amount of Direct Loan: $
2. Amount of Bonded Loan: $
3. Amount of Federal Funds: $
SECURITY

The following shall constitute security for the prompt performance of the Borrower's obligation
under the Agreement, the Borrower Bonds and an account of the Loans:

Revenue Pledge.
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EXHIBIT F
FEDERAL LAWS AND ADMINISTRATIVE REQUIREMENTS
I. Statutes and Regulations
Age Discrimination Act, Public Law 94-135

Archeological and Historical Preservation Act of 1974, Public Law 93-291

Civil Rights Act of 1964, Public Law 88-352, as amended

Clean Air Act, 42 U.S.C. Sections 306 and 7506(c)

Clean Air Conformity Act

Clean Water Act, 33 U.S.C. 1250, et seq.

Costal Barrier Resources Act, 16 U.S.C. 3501, et seq.

Coastal Zone Management Act of 1972, Public Law 92-583, as amended

Demonstration Cities and Metropolitan Development Act of 1966, Public Law 89-754, as amended
Endangered Species Act, 16 U.S.C. 1531, et seq.

Farmland Protection Policy Act, 7 U.S.C. 4201, et seq.

Federal Water Pollution Control Act, Public Law 92-500, as amended

Fish and Wildlife Coordination Act, Public Law 85-624, as amended

Magnuson-Stevens Fisheries Conservation and Management Act

National Environmental Policy Act, including regulations at 40 CFR, Part 6

National Historic Preservation Act of 1986, Public Law 89-665, as amended

Rehabilitation Act of 1973, Public Law 93-112, as amended

Safe Drinking Water Act, Public Law 92-523, as amended

Subpart C of 2 CFR Part 180 and 2 CFR Part 1532, entitled “Responsibilities of Participants
Regarding Transactions (Doing Business with Other Persons)”

Title IX of the Education Amendments of 1972

Uniform Relocation and Real Property Acquisition Policies Act of 1970, Public Law 91-646, as
amended

Wild and Scenic Rivers Act, Public Law 90-542, as amended

Disadvantaged Business Enterprises in U.S. EPA Programs, 40 CFR, Part 33



IL. Executive Orders

E.O. #11246 (Equal Employment Opportunity)

E.O. #11250 (Rehabilitation)

E.O. #11593 (Protection and Enhancement of the Cultural Environment)
E.O. #11625 (Women's and Minority Business Enterprise)

E.O. #11738 (Administration of the Clean Air Act and the Federal Water Pollution Control Act with
Respect to Federal Contracts, Grants or Loans)

E.O. #11914 (Rehabilitation)

E.O. #11988 (Floodplain Management)

E.O. #11990 (Protection of Wetlands)

E.O. #12138 (Women's and Minority Business Enterprise)

E.O. #12549 (Debarment and Suspension)

E.O. #12898 (Environmental Justice)
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EXHIBIT G
Specification for Sign




EXHIBIT H

Disclosure of Potential Liability
and Possibility of Litigation or Other Claims
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EXHIBIT I

BORROWER DEBT SERVICE AND FEE SCHEDULE



EXHIBIT J

FORM OF POST-ISSUANCE COMPLIANCE CERTIFICATE

The undersigned is an authorized official of (the “Borrower™) is a borrower
under a loan agreement dated as of (the “Loan Agreement”) between the Borrower
and the Rhode Island Infrastructure Bank (the “Bank”). The loan under the Loan Agreement is
represented by a serial bond of the Borrower (the "Revenue/Borrower Bond"). The Loan
Agreement and the Revenue/Borrower Bond may be pledged as additional security for certain of the
Bank’s tax-exempt bonds (the “Bank Bonds”).

In connection with the execution with the Loan Agreement, the Borrower made certain
representations and covenants designed to ensure that the interest on the Revenue Bond and, in turn,
the Bonds remain excludable from gross income for Federal income tax purposes. These
representations and covenants relate to the requirements under Section 103 of the Internal Revenue
Code of 1986 (the “Code™), including the limitations in Section 141 of the Code relating to “private
activity bonds” and the limitations in Section 148 of the Code relating to “arbitrage bonds”
(collectively, the “Federal Tax Requirements”). The Borrower understands that the Federal Tax
Requirements must be complied with during the entire term of the Loan Agreement and the
Revenue/Borrower Bond.

In order for the Bank to determine whether it is in compliance with the provisions of the
Code that apply for interest on the Bank Bonds to remain excludable from gross income for Federal
tax purposes, the Bank is requesting that the Borrower confirm that it is in compliance with the
Federal Tax Requirements.

Accordingly, the Borrower hereby represents that it is in compliance with the Federal Tax
Requirements with respect to the Loan Agreement and the Revenue/Borrower Bond.

IN WITNESS WHEREOF, the undersigned has caused this certificate to be executed and delivered
in the name of the Borrower as of the date listed below.

Dated: [BORROWER]
By:
Name:
Title:
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EXHIBIT K
FORM OF REQUISITION
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EXHIBIT L

WAGE RATE REQUIREMENTS
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