
REPORT from

OFFICE OF THE CITY ADMINISTRATIVE OFFICER

September 25, 2018Date: 0220-05291-0460CAO File No.
Council File No. 
Council District: ALL

To: The Mayor 
The Council

Richard H. Llewellyn, Jr., City Administrative Offic erFrom:

Los Angeles Wastewater System Debt Financing ProgramReference:
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Subject:

RECOMMENDATIONS

That the Council, subject to the approval of the Mayor:

ADOPT the Twenty-Fourth Supplemental Subordinate General Resolution, including various 
documents required to execute the transactions, and authorizes the City Administrative Officer to 
take certain actions required to manage the transactions, including costs of issuance;

1.

ADOPT the Twenty-Fifth Supplemental Subordinate General Resolution, including various 
documents required to execute the transactions, and authorizes the City Administrative Officer to 
take certain actions required to manage the transactions, including costs of issuance; and

2.

AUTHORIZE the City Administrative Officer to make technical changes to implement the intent of 
the Council and Mayor.

3.

SUMMARY

The City Administrative Officer (“CAO”) requests authority to issue Los Angeles Wastewater 
(“LAWW”) System Subordinate Revenue Bonds, Series 2018-A (Green Bonds) and Subordinate 
Revenue Refunding Bonds, Series 2018-B (together, the “Fixed Rate 2018 Bonds”) and Series 
2018-C (Variable Rate) (the “Variable Rate 2018-C Bonds”) (all combined, the “2018 Bonds”) to: 
1) issue up to $300 million in new money for $200 million in capital projects associated with the 
Wastewater System and refund $50 million in outstanding LAWW Commercial Paper Notes; 2) 
refund the hedged portion of the outstanding LAWW Variable Rate Subordinate Refunding



CAO File No.

0220-05291-0460
PAGE

2

Bonds, Series 2012-D (“Variable Rate 2012-D Bonds”) and fund the termination payments in 
connection with the termination of certain interest rate swap agreements relating to the Variable 
Rate 2012-D Bonds (2012-D VRDBs); and 3) refund the unhedged portion of the outstanding 
2012-D VRDBs.

The Series 2018-A Bonds (Green Bonds) will be issued to provide $200 million in new money for 
future capital projects related to the Wastewater System. The Series 2018-A (Green Bonds) 
Bonds will also be used to refinance $50 million of Wastewater System Commercial Paper (CP) 
notes currently outstanding into long-term fixed rate bonds.

Currently, the City has $280.86 million in 2012-D VRDBs outstanding through a direct purchase 
floating rate (FR) note with Bank of America Preferred Funding Corporation that expires on 
December 17, 2018. The Series 2018-B Bonds will be issued to refund a portion of the 2012-D 
VRDBs, the $151.1 million that is hedged through the LIBOR-based floating interest rate to fixed 
interest rate swaps. As this FR note is expiring, we are recommending the termination of the 
swaps as we believe there are either savings over the life of the bonds greater than the 
approximately $16 million cost in termination payment, a net neutral transaction, or a small dis
savings to the City, depending on the actual results of the bond sale. The analysis currently 
shows slight positive savings over the life of the bonds. The City will entirely terminate the swap 
agreements with the swap providers (the “Counterparties”), The Bank of New York Mellon and 
Dexia Credit Local.

The remainder of the $280.86 million FR note will issued as 2018-C VRDBs that will bear interest 
on a weekly basis with interest payments due on the first business day of each month 
commencing on December 3, 2018. These bonds will be backed by a direct pay Letter of Credit 
(“LOCs”) to be issued by The Toronto-Dominion Bank (“TD Bank”).

Since the current LOCs for the Wastewater System Commercial Paper (CP) Program will expire 
in December 2018 and a LOC for the 2018-C VRDBs was needed, the CAO is also 
recommending, in a separate report, the replacement and extension of the Wastewater System 
CP Program LOCs for $250 million.

The CAO recommends the adoption of the Twenty-Fourth Supplemental Subordinate General 
Resolution (Attachment A), which includes the Preliminary Official Statement, Bond Purchase 
Agreement, and Good Faith Deposit Agreement for the issuance and sale of the Fixed-Rate 2018 
Bonds (see Exhibits to Attachment A). This Office also recommends the adoption of the Twenty- 
Fifth Supplemental Subordinate General Resolution, which includes the Preliminary Official 
Statement, Bond Purchase Agreement, Reimbursement Agreement, Fee Letter, Remarketing 
Agreement, Paying Agent Agreement, and Escrow Agreement for the issuance and sale of the 
Variable Rate 2018-C Bonds (see Exhibits to Attachment B).

This Office recommends the sale of the 2018 Bonds on a negotiated basis. This recommendation 
is based on the complexity of the structure involving multiple series and the benefit of maintaining 
flexibility to control the timing of the sale of the bonds. The CAO recommends using Siebert 
Cisneros Shank & Co., LLC (Minority Business Enterprise/ Women Business Enterprise) and
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Jefferies as Senior Manager and Co-Senior Manager, respectively, and Drexel Hamilton (Small 
Business Enterprise/Disabled Veteran Business Enterprise) and Fidelity Capital Markets as Co
Managers. As part of the selection process, the CAO disseminated a mini-Request for Proposals 
(RFP) on June 1, 2018 to several underwriters from the City’s approved qualified list (C.F. IQ- 
1763). As a team, the underwriters selected have the underwriting capacity and extensive 
institutional and retail investor networks to support and sell the Bonds.

The recommended Remarketing Agents for the Variable Rate 2018-C Bonds are Stifel, Nicolaus 
& Co. (“Stifel") and Bank of America Merrill Lynch (“BAML”). On June 27, 2018, the City issued a 
mini-RFP to several banks on the City’s approved qualified bank list (C.F. 10-1763). Stifel and 
BAML have the marketing resources and experience to remarket the variable rate bonds and 
have the necessary capital to underwrite unsold balances.

The Mayor and City Council will also need to approve an Ordinance establishing special funds for 
the 2018 Bonds. This report has been prepared by the City Attorney and will be submitted 
separately.

The sale of the 2018 Bonds is scheduled for late October 2018 and the closing of the bonds is 
scheduled for mid-November 2018.

These recommendations are in compliance with the City’s Financial Policies. This report contains 
the financing information of the proposed bond issuance as required by California Senate Bill No. 
450 (“SB 450”). By placing this report on the Council Agenda for Council consideration, the City 
fulfills the requirement to disclose the financing information in a meeting open to the public.

FISCAL IMPACT STATEMENT

There is no impact to the General Fund as a result of the recommended Los Angeles Wastewater 
System Subordinate Revenue 2018 Bonds as debt service is paid from the Sewer Construction 
and Maintenance Fund. The debt service amount for the Series 2018-A (Green Bonds) is 
approximately $5,890,000 due on June 1, 2019. The debt service amount for the Series 2018-B 
Bonds is approximately $3,820,000 due on June 1, 2019. The total 2018-19 debt service amount 
for the Series 2018-C Bonds (Variable Rate) is approximately $2,125,000, due first on December 
3, 2018, and monthly thereafter on the first business day of each month. These debt service 
amounts are conservatively estimated in order to ensure that sufficient amounts are allocated to 
cover debt service in 2018-19.

DEBT IMPACT STATEMENT

There is no debt impact to the City's General Fund from the approval of the recommendations in 
this report as debt service on the Wastewater System Revenue Bonds (including the Series 2018 
Bonds) are paid from the Sewer Construction and Maintenance (“SCM”) Fund. The issuance of 
approximately $250 million in Series 2018-A Bonds is currently expect to result the City paying a
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total of approximately $437,810,000, including $221,445,00 million in interest, over 30 years at a 
true interest cost of approximately 3.86%. The average annual debt service for the Series 2018-A 
Bonds is $14,818,704.

The proposed Series 2018-B Refunding is expected to generate slight savings over the life of the 
bonds for the SCM Fund. These projected savings are based on the assumption that future 
LIBOR rates will be equal to the market’s projection of LIBOR. These borrowing amounts and 
interest rates are based on current market conditions. Actual borrowing amounts and interest 
rates are subject to change based on market conditions at the time that the Series 2018 Bonds 
are sold.
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FINDINGS

1. Background

The Series 2018 Bonds are issued pursuant to the Wastewater System Subordinate Revenue 
General Resolution, adopted by the City Council on March 26, 1991, as amended and 
supplemented (the “Subordinate General Resolution”). Under the Subordinate General 
Resolution, the City has previously issued multiple series of Subordinate Bonds (the “Existing 
Subordinate Bonds") that have a lien on Revenues subordinate to that of the Existing Senior Lien 
Bonds. The City currently has outstanding Subordinate Bonds in the aggregate principal amount 
of $1,623,970,000. Per the Subordinate General Resolution, a reserve fund is not required for 
Subordinate Bonds, including the Series 2018 Bonds.

2. Proposed Transactions

The Series 2018-A Bonds (Green Bonds) will be issued to provide $200 million in new money for 
future capital projects related to the Wastewater System. The Twenty-Fourth Supplemental 
Subordinate General Resolution provides for up to $300 million in new money should 
circumstances support increasing the amount issued at the time the transaction is priced. 
Specifically, Sanitation is currently projecting capital needs of $300 million in Fiscal Year 2018-19 
associated with their Capital Improvement Plan, which includes water reclamation, plant 
rehabilitations, and replacement of large sewers, of which $200 million will be financed with bond 
proceeds and $100 million with Wastewater Commercial Paper Notes. The Series 2018-A (Green 
Bonds) Bonds will also be used to refinance $50 million of Wastewater System Commercial 
Paper (CP) notes currently outstanding into long-term fixed rate bonds. This CP refinancing will 
free up $50 million of CP capacity to be used on future capital projects.

The Series 2018-B Bonds will be issued to refund a portion of the Wastewater System 
Subordinate Revenue Bonds, Variable Rate Refunding Series 2012-D ("Variable Rate 2012-D 
Bonds”). Currently, the City has $280.86 million in Variable Rate 2012-D Bonds outstanding 
through a direct purchase floating rate note with Bank of America Preferred Funding Corp with an 
expiration date of December 17, 2018. Of this amount, $151.1 million is hedged through LIBOR- 
based floating interest rate to fixed interest rate swaps. The City will entirely terminate the swap 
agreements with the swap providers (the “Counterparties”), The Bank of New York Mellon and 
Dexia Credit Local. The estimated termination payment is approximately $16.3 million. This 
amount represents the economic value of current market interest rates compared to the fixed rate 
in the existing swap agreement throughout the life of the agreement. The net economics of the 
swap termination may range from positive savings, to a net neutral transaction, to small dis
savings to the City, depending on the actual results of the bond sale and the assumptions made 
with respect to future costs of the 2012-D Bonds (such as, future credit facility costs and the 
relationship between future LIBOR and the future interest rates on the 2012-D Bonds). Based on 
the assumption that future LIBOR rates will be equal to the market’s projection of LIBOR, the 
analysis currently shows slight positive savings over the life of the bonds.

The swap termination, however, has a significant non-economic benefit of de-risking the City’s
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Wastewater System debt portfolio. The de-risking is achieved by eliminating the Counterparty 
risk, or the risk that the Counterparties do not honor their payment obligations under the swap 
agreement because of Counterparty defaults.

In 2012, the City partially terminated a separate portion of its hedged variable rate bonds. The 
partial termination of the hedged bonds resulted in a net neutral transaction from an economic 
perspective, as a result of the savings achieved through refundings of Variable Rate Series 2008 
Bonds. The market or replacement value of swaps fluctuate over time as interest rates change. 
Although it is difficult to predict market rates at the time of pricing, the current market favors 
terminating the swap agreements and locking in fixed rate terms as the City’s LAWW System 
Subordinate Bonds are projected to sell at historically low yield spreads (i.e., very close to a AAA
rated issuer) due to high demand for California high quality securities, such as the City’s LAWW 
Bonds.

The Variable Rate 2018-C Bonds will be issued to refund $129.8 million of the unhedged (non
swap) Variable Rate 2012-D Bonds. The Variable Rate 2018-C Bonds will bear interest at a 
weekly basis with interest payments due on the first business day of each month commencing on 
December 3, 2018. These bonds will be backed by a direct pay Letter of Credit to be issued by 
The Toronto-Dominion Bank (“TD Bank”).

Concurrently to this transaction, the City is seeking Council and Mayor approval for the 
replacement and extension of Letter of Credit Facilitates (“LOCs”) for the Wastewater System 
Commercial Paper Program. The current LOCs are set to expire in December 2018. As part of 
this proposed transaction, the City is negotiating and recommending three-year, LOC 
Agreements with TD Bank and Barclays Bank PLC of approximately $150 million and $100 
million, respectively. The CAO will recommend this in a separate report.

The costs of issuance (“COI") for 2018 Bonds includes fees for bond counsel, disclosure counsel, 
municipal advisors, rating agencies, investor outreach, travel for pricing, underwriters’ discount, 
which is the compensation the underwriters receive for marketing the bonds, and other 
associated costs. COI will be paid from bond proceeds. At this time, the total COI amount for all 
three bond series is believed to be a not to exceed amount of $3.1 million.

3. Green Bonds

The Series 2018-A Bonds will carry a “Green Bonds” designation. Green Bonds are bonds issued 
for capital projects that are sustainable or environmentally-focused and are attractive to a growing 
group of investors who have mandates to invest in socially responsible endeavors. The LAWW 
Series 2015-B and Series 2015-C Bonds represented the Wastewater System’s inaugural 
issuance of “Green Bonds.” Most recently the Series 2017 Bonds were issued with the Green 
Bonds designation.

Based on the environmental benefits of the capital facilities of the Wastewater System, all capital 
improvement financed through the issuance of Series 2018-A fit the criteria of Green Bonds. The 
Bureau of Sanitation has reviewed the Wastewater System Capital Improvement Plan and
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identified the following categories, which encompass all of its bond-funded projects:

1. Wastewater Treatment Facilities - Projects that support the overall treatment objective 
of meeting the discharge standards in the National Pollutant Discharge Elimination 
System permits;

2. Wastewater Collection and Pumping - Projects that reduce sewage spills;
3. Water Recycling - Projects that produce water for groundwater barrier and industrial 

uses, freeing up water from other sources that can be used by non-industrial customers 
and for environmental protection purposes; and,

4. Air Quality - Projects that support the construction and operation of the City’s 
wastewater facilities.

The 2018-A Bonds wilt be used to finance and refinance capital projects in accordance with these 
categories. The City will file annual updates regarding the use of these proceeds to Electronic 
Municipal Market Access (EMMA), the official electronic platform for municipal securities 
disclosure.

4. State Senate Bill 450

California Senate Bill 450 (SB 450) was approved and signed by Governor Edmund G. Brown, Jr. 
on October 9, 2017. It requires that prior to the authorization of the issuance of bonds with a term 
greater than 13 months, the governing body of a public entity obtain and disclose specified 
information regarding the bonds in a meeting open to the public. The following information is 
required under SB 450:

1. All-In true interest cost (TIC) of the bonds;
2. Finance charge of the bonds (Costs of Issuance);
3. Amount of proceeds received from the sale of the bonds; and
4. Total payment amount (Total Debt Service).

The table below contains the financing information required by SB 450:

Series Cost of IssuanceAll-In True 
Interest Cost

Total Par Total Debt Service

$ $ 216,365,000 $ 437,810,3882018-A 3.86% 1,385,116
$2018-B 2.37% $ 140,330,000 $ 197,173,313898,359

i $ $ 130,540,0002018-C N/A $ 177,839,998761,080
(Variable
Rate)____________________________________________________________________________
The Ali-ln True Interest Cost of the Series 2018-C Variable Rate Bonds is unknown as interest rate vary from week to week.
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5. Underwriting Team

The CAO recommends using Siebert Cisneros Shank & Co., LLC (Minority Business Enterprise/ 
Women Business Enterprise) and Jefferies as Senior Manager and Co-Senior Manager, 
respectively, and Drexel Hamilton (Small Business Entity/Disabled Veteran Business Entity) and 
Fidelity Capital Markets as Co-Managers. As part of the selection process, the CAO disseminated 
a mini RFP on June 1, 2018 to several underwriters from the City’s approved qualified list (C.F. 
10-1763). As a team, the underwriters selected have the underwriting capacity and extensive 
institutional and retail investor networks to support and sell the Bonds.

The recommended Remarketing Agents for the Variable Rate 2018-C Bonds are Stifel, Nicolaus 
& Co. (“Stifel”) and Bank of America Merrill Lynch (“BAML”). On June 27, 2018, the City issued a 
mini Request for Proposals (RFP) to several banks on the City’s approved qualified bank list (C.F. 
10-1763). Stifel and BAML have the marketing resources and experience to remarket the variable 
rate bonds and have the necessary capital to underwrite unsold balances.

6. Financing Team

The firms providing municipal advisory services for this financing are Public Resources Advisory 
Group (“PRAG”) (Local Business Enterprise) and Montague DeRose and Associates, previously 
approved by the Mayor and Council (C.F. 14-0412). Hawkins Delafield & Wood LLP (Local 
Business Enterprise) serves as Bond and Tax Counsel and Nixon Peabody LLP (Local Business 
Enterprise) serves as Disclosure Counsel for these transactions. These firms are on the City’s 
qualified list of legal services for the City’s various bond programs, previously approved by the 
Mayor and Council (C.F. 12-0917).

7. Required Documents

To proceed with the recommended transactions for the Series 2018-A (Green Bonds) and Series 
2018-B Bonds, the Council will need to adopt the Twenty-Fourth Supplemental Subordinate 
General Resolution (Attachment A), which provides for the approval of the following:

• Preliminary Official Statement, which is the primary disclosure and marketing document 
for the bonds (Exhibit A);

• Bond Purchase Agreement, which is the agreement between the City and the 
underwriters for the sale and purchase of the bonds (Exhibit B); and

• Good Faith Deposit Agreement, which is the agreement with the Custodian to receive 
and disburse the Good Faith Deposits from the Underwriters (Exhibit C).

To proceed with the recommended transactions for the Series 2018-C Bonds, the Council will 
need to adopt the Twenty-Fifth Supplemental Subordinate Resolution (Attachment A), which 
provides for the approval of the following:
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• Preliminary Official Statement, which is the primary disclosure and marketing document 
for the bonds (Exhibit A);

• Bond Purchase Agreement, which is the agreement between the City and the 
underwriters for the sale and purchase of the bonds (Exhibit B);

• Reimbursement Agreement, is the agreement between the City and TD Bank which 
provides for the terms and conditions of the letter of credit (Exhibit C);

• Fee Letter, which is an agreement between the City and TD Bank that provides for the 
fees associated with the letter of credit (Exhibit D);

• Remarketing Agreements, which is an agreement with Stifel and BAML where the 
Dealers remarket the variable rate bonds on a weekly basis (Exhibit E); and

• Paying Agent Agreement, which is an agreement with US Bank where US Bank 
transmits payments of interest and principal from the issuer to the bondholders (Exhibit 
F); and

• Escrow Deposit Agreements, which provides for the administration of the Refunded 
Bonds (Exhibit G).

An accompanying City Attorney report and draft ordinance, to be submitted under separate cover, 
will need to be approved to establish the necessary funds for the Series 2018 Bonds.

RHL:NRB:SMS/A G:09190059

ATTACHMENTS

Attachment A - Twenty-Fourth Supplemental Subordinate Resolution 
Exhibit A - Preliminary Official Statement 
Exhibit B - Bond Purchase Agreement 
Exhibit C - Good Faith Deposit Agreement

Attachment B - Twenty-Fifth Supplemental Subordinate Resolution 
Exhibit A - Preliminary Official Statement 
Exhibit B - Bond Purchase Agreement 
Exhibit C - Reimbursement Agreement 
Exhibit D - Fee Letter 
Exhibit E - Remarketing Agreements 
Exhibit F - Paying Agent Agreement 
Exhibit G - Escrow Agreement



THE COUNCIL OF THE CITY OF LOS ANGELES

TWENTY-FOURTH SUPPLEMENTAL RESOLUTION 
Adopted by the Council of the City on 

October__,2018
and

SUPPLEMENTING THE
WASTEWATER SYSTEM SUBORDINATE REVENUE BONDS GENERAL RESOLUTION

Which Was
Adopted by the Council of the City on 

March 26,1991

AND AUTHORIZING AND APPROVING THE ISSUANCE OF 
WASTEWATER SYSTEM SUBORDINATE REVENUE BONDS, FIXED RATE SERIES 

2018 IN ONE OR MORE SERIES, INCLUDING REFUNDING BONDS, THE NEGOTIATED 
SALE OF SUCH BONDS, THE EXECUTION AND DELIVERY OF DOCUMENTS 

RELATED THERETO AND RELATED ACTIONS



TWENTY-FOURTH SUPPLEMENTAL RESOLUTION

TABLE OF CONTENTS

(This table of contents is not part of the Twenty-Fourth Supplemental Resolution and has been 
added only for convenience of reference. The captions herein are of no legal effect and do not 
vary the meaning or legal effect of any part of this Twenty-Fourth Supplemental Resolution.)

Page

ARTICLE I

DEFINITIONS; INTERPRETATION

Definitions.............................................................................................
Incorporation of Definitions in the Subordinate General Resolution....
Article and Section References.............................................................
Treatment of Payments Received Under Service Charges Agreements

Section 1.01. 
Section 1.02. 
Section 1.03. 
Section 1.04.

4
7
.7
.7

ARTICLE II

SECURITY AND AUTHORIZATION

Section 2.01. 
Section 2.02.

Subordinate General Resolution; Special Obligations 
Authorization.............................................................

.7
8

ARTICLE III

DESCRIPTION OF THE SERIES 2018 FIXED RATE SUBORDINATE BONDS

Designation of the Series 2018 Fixed Rate Subordinate Bonds; Principal
Amounts........................................................................................................
Series 2018 Fixed Rate Subordinate Bonds Under the Subordinate General
Resolution; Security......................................................................................
Terms of the Series 2018 Fixed Rate Subordinate Bonds; Signature...........
Exchange and Transfer of Series 2018 Fixed Rate Subordinate Bonds.......
Book-Entry Bonds........................................................................................
Form of Series 2018 Fixed Rate Subordinate Bonds....................................

Section 3.01.
8

Section 3.02.
8

Section 3.03. 
Section 3.04. 
Section 3.05. 
Section 3.06.

9
10
10
12

ARTICLE IV

REDEMPTION

Section 4.01. 
Section 4.02. 
Section 4.03.

Notices to Bondholders............................................................................
Optional Redemption of the Series 2018 Fixed Rate Subordinate Bonds 
Mandatory Sinking Fund Redemption of the Series 2018 Fixed Rate 
Subordinate Bonds...................................................................................

12
13

13

l



Section 4.04. Payment of Series 2018 Fixed Rate Subordinate Bonds Called for
Redemption................................................................................................
Selection of Series 2018 Fixed Rate Subordinate Bonds for Redemption; 
Series 2018 Fixed Rate Subordinate Bonds Redeemed in Part.................

14
Section 4.05.

14

ARTICLE V

APPLICATION OF PROCEEDS

14Application of ProceedsSection 5.01.

ARTICLE VI

FUNDS

Section 6.01. 
Section 6.02. 
Section 6.03.

Construction Fund.......
Debt Service Fund.......
Costs of Issuance Fund

15
15
16

ARTICLE VII

TAX COVENANTS

Rebate Funds........
Tax Compliance.... 
Additional Actions

16Section 7.01. 
Section 7.02. 
Section 7,03.

16
17

ARTICLE VIII

AGENTS

17Appointment of Agent......................................
Resignation; Removal................................... .
Replacement......................................................
Appointment of Good Faith Deposit Custodian

Section 8.01. 
Section 8.02. 
Section 8.03. 
Section 8.04.

17
17
17

ARTICLE EX

APPROVALS AND AUTHORIZATIONS

Section 9.01, Findings Related to Negotiated Sale of the Series 2018 Fixed Rate
Subordinate Bonds..........................................................................
Approval of Escrow Agreement......................................................
Approval of Bond Purchase Agreement.........................................
Official Statement............................................................................
Execution of Documents; Additional Actions.................................

18
Section 9.02. 
Section 9.03. 
Section 9.04. 
Section 9.05.

18
18
18
18

n



ARTICLE X

MISCELLANEOUS

Section 10.01. Notices..............................................
Section 10.02. Limitation of Rights..........................
Section 10.03. Supplemental Resolution a Contract..
Section 10.04. Severability.......................................
Section 10.05. Payments due on Non-Business Days
Section 10.06. Governing Law.................................
Section 10.07. Captions............................................
Section 10.08. Continuing Disclosure......................
Section 10.09. Ratification of Prior Actions.............
Section 10.10. Effective Date............. ......................

19
20
.20
20
.20
.20
,20
,20
,20
21

Exhibit A - Form of the Series 2018 Fixed Rate Subordinate Bonds A-l

m



TWENTY-FOURTH SUPPLEMENTAL RESOLUTION

Providing for

City of Los Angeles
Wastewater System Subordinate Revenue Bonds 

Fixed Rate Series 2018

WHEREAS, the City Council (the “Council”) of the City of Los Angeles (the “City”) on 
November 10, 1987 adopted a resolution designated as the “Wastewater System Revenue Bonds 
General Resolution,” as supplemented by supplemental resolutions thereto (collectively, the 
“General Resolution”), which sets forth the basic terms under which the City may issue 
wastewater system revenue bonds and which provides for a pledge of Revenues (as defined in 
the General Resolution) to secure all Bonds (defined below) issued thereunder; and

WHEREAS, the General Resolution provides that each Series of Bonds issued thereunder 
shall be authorized by, and the terms thereof set forth in, a Supplemental Resolution; and

WHEREAS, the Council, by resolution adopted on February 24, 1987, submitted to the 
qualified voters of the City the proposition of issuing bonds pursuant to the procedures set forth 
in the Revenue Bond Law of 1941, §54300 et seq. of the California Government Code (the 
“Revenue Bond Law”) for the purpose of financing a portion of a major wastewater system 
improvement program; and

WHEREAS, at three elections, the voters voting on the respective propositions 
authorized a total of $3,500,000,000 in bonds for the purpose of financing a portion of a major 
wastewater system improvement program; and

WHEREAS, on June 8, 1999, the City adopted a new Charter of the City (the “Charter”), 
which Charter became operative on and as of July 1,2000; and

WHEREAS, pursuant to Article 6.7 of Chapter 1 of Division 11 of the Administrative 
Code of the City, the Council, exercising the powers reserved to the City under the Constitution 
of the State of California, and its powers under Section 361 of the Charter, may determine that 
revenue bonds, notes and other indebtedness or obligations (as defined in said Article 6.7 and as 
used for purposes of this preamble, “Bonds”) be issued as provided in said Article 6.7 for the 
purpose of financing project costs, refunding outstanding Bonds, establishing reserves and 
paying costs of issuance in connection with such Bonds, payable from the SCM Fund (as defined 
in the General Resolution), and said Article 6.7 shall provide a complete alternative method of 
issuing such Bonds without a vote of qualified voters in the City; and

WHEREAS, the City has, under the General Resolution and individual supplemental 
resolutions thereto, issued wastewater system revenue bonds, all of which are Senior Lien Bonds 
(to the extent Outstanding) and are collectively referred to herein as the “Prior Senior Bonds,” 
$1,022,140,000 of which are Outstanding as of the date hereof; and

WHEREAS, the Council on March 26, 1991 adopted a resolution designated as the 
“Wastewater System Subordinate Revenue Bonds General Resolution,” as supplemented by

1



supplemental resolutions thereto (collectively, the “Subordinate General Resolution”), which sets 
forth the basic terms under which the City may issue wastewater system subordinate revenue 
bonds and which provides for a pledge of Revenues to secure all Subordinate Bonds (as defined 
in the Subordinate General Resolution) issued thereunder on a basis subordinate to the Senior 
Lien Bonds issued under the General Resolution; and

WHEREAS, the City has, under the Subordinate General Resolution and individual 
supplemental resolutions thereto, authorized the issuance of $400,000,000 maximum authorized 
amount of its Wastewater System Commercial Paper Revenue Notes (the “Commercial Paper 
Notes”), and wastewater system subordinate revenue bonds, $1,623,970,000 of which are 
outstanding as of the date hereof, all of which are Subordinate Bonds (to the extent Outstanding) 
and shall be collectively referred to herein as the “Prior Subordinate Bonds;” and

WHEREAS, the Subordinate General Resolution provides that additional Subordinate 
Bonds may be issued in one or more Series, and the City has determined that it is now 
appropriate to authorize the issuance of one or more Series of Subordinate Bonds, designated as 
Wastewater System Subordinate Revenue Bonds Series 2018, with such additional Series and 
subseries designations, including “Refunding Bonds,” “Taxable” and “Green Bonds,” as shall be 
deemed necessary or appropriate as provided herein (the “Series 2018 Fixed Rate Subordinate 
Bonds”), through the adoption of this Twenty-Fourth Supplemental Resolution (the “Twenty- 
Fourth Supplemental Resolution”) for the purpose of (i) refunding all or a portion of the 
outstanding Prior Subordinate Bonds (the “Refunded Subordinate Bonds”), (ii) paying all or a 
portion of the termination payment in connection with the termination of swap agreements 
entered into in connection with the Prior Subordinate Bonds, (iii) paying Commercial Paper 
Notes when due, (iv) funding any deposit into a 2018 Construction Fund in an amount needed to 
pay any Project Costs for improvements to the System, and (v) paying the costs of issuance in 
connection with the issuance of any Series of Series 2018 Fixed Rate Subordinate Bonds; and

WHEREAS, Series 2018 Fixed Rate Subordinate Bonds shall be issued pursuant to and 
in accordance with the procedures set forth in the Charter, Article 6.7 of Chapter 1 of 
Division 11 of the Administrative Code of the City (hereinafter, the “Procedural Ordinance”), 
and, with respect to the Refunding Bonds, Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 
of Title5 (Section 53570 etseq. and Section 53580 etseq., respectively) of the California 
Government Code (the “Refunding Law”) and the provisions of the Subordinate General 
Resolution, including this Twenty-Fourth Supplemental Resolution; and

WHEREAS, the Series 2018 Fixed Rate Subordinate Bonds may be issued in one or 
more Series, in such amounts and with such payment terms and details as the City 
Administrative Officer, upon the advice of the City’s municipal advisors shall determine to be in 
the City’s best interests and which are otherwise consistent with the provisions and parameters of 
the Subordinate General Resolution and this Twenty-Fourth Supplemental Resolution; and

WHEREAS, any refunding to be accomplished with the proceeds from the sale of any 
Series of Series 2018 Fixed Rate Subordinate Bonds issued pursuant to this Twenty-Fourth 
Supplemental Resolution will result in either (A) (1) a minimum present value savings equal to 
at least 90% of the maximum call option value of the Refunded Subordinate Bonds being 
refunded or (2) a minimum average net present value savings of 3%, expressed as a percentage
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of the principal amount of the Refunded Subordinate Bonds being refunded, or (B) a desirable 
restructuring of debt or benefits to the manageability and convenience of the bond financing and 
refunding program for the System, as determined by the City Administrative Officer, upon the 
advice of the City’s municipal advisors, at or before the time of issuance (the “Refunding 
Policy”); and

WHEREAS, the aggregate principal amount of Series 2018 Fixed Rate Subordinate 
Bonds issued pursuant to this Twenty-Fourth Supplemental Resolution for the purpose of 
refunding Prior Subordinate Bonds shall not be limited in principal amount if such refunding 
satisfies the Refunding Policy; and

WHEREAS, Sections 5450 et seq. of the California Government Code (the “Government 
Code”) provide statutory authority for pledging collateral for the payment of principal or 
redemption price of, and interest on bonds, and the Government Code creates a continuing 
perfected security interest which shall attach immediately to such collateral irrespective of 
whether the parties to the pledge documents have notice of the pledge and without the need for 
any physical delivery, recordation, filing, or further act, and the City hereby warrants and 
represents that pursuant to the Subordinate General Resolution and this Twenty-Fourth 
Supplemental Resolution, the Owners of the Series 2018 Fixed Rate Subordinate Bonds have a 
second priority perfected security interest in Revenues that serve as the collateral for the Series 
2018 Fixed Rate Subordinate Bonds pursuant to the Government Code; and

WHEREAS, the City has determined that one or more Series or subseries of the Series 
2018 Fixed Rate Subordinate Bonds may be issued as “Green Bonds”; and

WHEREAS, the City has determined, based upon the existing market conditions and 
upon the advice of its municipal advisors and the City Attorney, that it is in the best financial 
interests of the City to sell the Series 2018 Fixed Rate Subordinate Bonds through a negotiated 
underwriting process, provided that, if market conditions should change, nothing herein shall 
preclude the City from selling the Series 2018 Fixed Rate Subordinate Bonds on a competitive 
basis, and has further determined that it is not practicable or compatible with the City’s best 
interests to select the other professionals for the Series 2018 Fixed Rate Subordinate Bonds by 
sealed competitive bids, and the Council desires to make relevant findings in this regard in order 
to comply with recent judicial interpretations of such requirements; and

WHEREAS, the City will receive an opinion of Bond Counsel in accordance with 
Section 11.02 of the Subordinate General Resolution; and

WHEREAS, it is desirable that the Council provide for the issuance, securing and sale of 
the Series 2018 Fixed Rate Subordinate Bonds; and

WHEREAS, the Twenty-Fourth Supplemental Resolution is adopted in accordance with 
the provisions of the Subordinate General Resolution;

NOW, THEREFORE, BE IT RESOLVED by the Council of the City, as follows:
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ARTICLE I

DEFINITIONS; INTERPRETATION

Unless otherwise specifically provided in this Section, 
capitalized terms used in this Twenty-Fourth Supplemental Resolution shall have the meanings 
ascribed to them in the General Resolution or the Subordinate General Resolution. The following 
definitions shall apply to terms used in this Supplemental Resolution unless the context clearly 
requires otherwise:

Section 1.01. Definitions.

“Authorized City Representative” means the Mayor, the City Clerk, the City Controller, 
the City Administrative Officer or a duly authorized designee of any of the foregoing, or any one 
or more of them and, in addition to the foregoing, for the purpose of directing the investment of 
money under the Subordinate General Resolution only, the Treasurer or any Assistant Treasurer.

Authorized Denominations” means denominations of $5,000 and integral multiples
thereof.

“Beneficial Owner” means, whenever used with respect to a Series 2018 Fixed Rate 
Subordinate Bond, the person in whose name such Bond is recorded as the beneficial owner by a 
Participant on the records of such Participant or such person’s subrogee.

“Bond Purchase Agreement” means each agreement between the City and the respective 
Underwriters identified therein providing for the purchase by such Underwriters for reoffering of 
one or more Series of the Series 2018 Fixed Rate Subordinate Bonds.

“Book-Entry Bonds” means the Series 2018 Fixed Rate Subordinate Bonds held by DTC 
(or its nominee) as the registered owner thereof pursuant to the terms and provisions of 
Section 3.05 hereof.

“Cede & Co.” means Cede & Co., the nominee of DTC, and any successor nominee of 
DTC with respect to the Series 2018 Fixed Rate Subordinate Bonds.

“Charter” means the Charter of the City of Los Angeles.

“City Administrative Officer” means the City Administrative Officer of the City, any 
Assistant City Administrative Officer of the City or any duly authorized designee thereof.

“Commercial Paper Notes” means the City’s Wastewater System Commercial Paper 
Revenue Notes which the City has issued and will issue from time to time on a parity with the 
other Subordinate Bonds, as authorized as of the date hereof under the Subordinate General 
Resolution, as supplemented.

'Continuing Disclosure Certificate' means each Continuing Disclosure Certificate 
executed by the City and dated the date of issuance and delivery of any Series of Series 2018 
Fixed Rate Subordinate Bonds, as originally executed and as it may be amended from time to 
time in accordance with the terms thereof.
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“Costs of Issuance” means all costs and expenses incurred by the City in connection with 
the issuance of any Series of Series 2018 Fixed Rate Subordinate Bonds and the refunding of the 
Refunded Subordinate Bonds, including, but not limited to, costs and expenses of printing and 
copying documents and the Series 2018 Fixed Rate Subordinate Bonds, any fees incurred in 
connection with agreements described in Section 8.04 hereof, and the fees, costs and expenses of 
rating agencies, counsel, accountants, verification specialists, underwriters, municipal advisors, 
escrow agents, insurance consultants and other consultants and agents.

“Costs of Issuance Fund” means the fund by such name created pursuant to Section 6.03
hereof.

“DTC” means The Depository Trust Company, a limited purpose trust company 
organized under the laws of the State of New York, and its successors and assigns.

“Escrow Agent” means a financial institution meeting the City’s capitalization 
requirements appointed pursuant to Section 8.01 hereof to serve as escrow agent under an 
Escrow Agreement.

“Escrow Agreement” means an agreement between the City and an Escrow Agent, and 
related to the deposit, investment and use of a portion of the proceeds of any one or more Series 
of Series 2018 Fixed Rate Subordinate Bonds and the earnings thereon to pay principal of, and 
premium and interest on any Refunded Obligations and to pay the Costs of Issuance of such 
Series of Series 2018 Fixed Rate Subordinate Bonds.

“Fitch” means Fitch Ratings, Inc. and its successors and assigns, or, if such corporation 
shall be dissolved or liquidated or shall no longer perform the functions of a securities rating 
agency, any other nationally recognized securities rating agency designated by the City.

“General Resolution” or “Senior Lien Resolution” means the resolution entitled 
“Wastewater System Revenue Bonds General Resolution” adopted by the Council on 
November 10, 1987 and setting forth the terms under which wastewater system Senior Lien 
Bonds may be issued and secured, as amended and supplemented from time to time in 
accordance with the terms thereof.

“Interest Payment Date,” for any Series of Series 2018 Fixed Rate Subordinate Bonds, 
means each June 1 and December 1, commencing on June 1, 2019, or such other interest 
payment dates as may be designated in the Bond Purchase Agreement with respect to such 
Series.

“Krolf” means Kroll Bond Rating Agency and its successors and assigns, or, if such 
corporation shall be dissolved or liquidated or shall no longer perform the functions of a 
securities rating agency, any other nationally recognized securities rating agency designated by 
the City.

“Opinion of Bond Counsel” means an Opinion of Counsel by Bond Counsel.

“Opinion of Counsel” means a written opinion of counsel who is acceptable to the City. 
The counsel may be an employee of or counsel to the City.
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“Prior Senior Bonds” means, collectively, all Senior Lien Bonds issued by the City 
pursuant to the General Resolution prior to this Supplemental Resolution.

“Prior Subordinate Bonds” means, collectively, all Subordinate Bonds, including the 
Commercial Paper Notes, issued by the City pursuant to the Subordinate General Resolution 
prior to this Supplemental Resolution.

“Record Date” means, for a June 1 Interest Payment Date, the close of business on the 
preceding May 15 and, for a December 1 Interest Payment Date, the close of business on the 
preceding November 15, whether or not such day is a Business Day, or such other record dates 
designated in the Bond Purchase Agreement with respect to such Series.

“Refunded Subordinate Bonds” means all or any of the Prior Subordinate Bonds which 
are to be refunded by the Series 2018 Fixed Rate Subordinate Bonds.

“Representation Letter” means the Blanket Letter of Representations from the City to 
DTC which Representation Letter applies to the Series 2018 Fixed Rate Subordinate Bonds.

“Rule 15c2-12” means Rule 15c2-12 promulgated by the U.S. Securities and Exchange 
Commission under the Securities Exchange Act of 1934, as amended.

“SCM Fund” means, collectively, the Sewer Construction and Maintenance Fund, the 
Sewer Operation and Maintenance Fund and the Sewer Capital Fund previously created by the 
City and more particularly described in Section 5.03 of the Senior Lien Resolution.

Series” means any Series of Series 2018 Fixed Rate Subordinate Bonds.

“Series 2018 Fixed Rate Subordinate Bonds” means the City of Los Angeles Wastewater 
System Subordinate Revenue Bonds, Series 2018 of each Series authorized to be issued pursuant 
to this Twenty-Fourth Supplemental Resolution.

“Service Charges Agreements” means, collectively, those Supplemental Service Charges 
Agreements or similar agreements entered into by the City and other political entities which 
agreements are supplemental to the basic and general contracts or agreements between the City 
and such entities relating to the use of the System and which supplemental agreements relate to 
the System and provide for the payment of Supplemental Service Charges or other payments in 
recognition of the City’s increased expenses as a result of providing System improvements 
and/or expansions which benefit the contracting political entities.

“S&P” means Standard & Poor’s Corporation and its successors and assigns, or, if such 
corporation shall be dissolved or liquidated or shall no longer perform the functions of a 
securities rating agency, any other nationally recognized securities rating agency designated by 
the City.

“Subordinate General Resolution” means the resolution entitled “Wastewater System 
Subordinate Revenue Bonds General Resolution” adopted by the Council on March 26, 1991 and 
setting forth the terms under which wastewater system Subordinate Bonds may be issued and 
secured, as amended and supplemented from time to time in accordance with the terms thereof.
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“Tax Certificate” means the Tax Certificate relating to federal tax matters to be executed 
on behalf of the City at the time of issuance of any one or more Series of Series 2018 Fixed Rate 
Subordinate Bonds, as amended from time to time.

“Underwriters” means the respective underwriters identified in a Bond Purchase 
Agreement with the City with respect to any one or more Series of the Series 2018 Fixed Rate 
Subordinate Bonds.

Section 1.02. Incorporation of Definitions in the Subordinate General Resolution. 
Except as otherwise provided in Section 1.01 hereof, all words, terms and phrases defined in the 
Subordinate General Resolution shall have the same meanings in this Twenty-Fourth 
Supplemental Resolution as in the Subordinate General Resolution. Except as otherwise 
provided in any Supplemental Resolution hereafter adopted, all terms which are defined in this 
Twenty-Fourth Supplemental Resolution, unless the context otherwise requires, shall have the 
same meanings in such Supplemental Resolution as in this Twenty-Fourth Supplemental 
Resolution.

Section 1.03. Article and Section References. Except as otherwise indicated, references 
to Articles and Sections are to Articles and Sections of this Twenty-Fourth Supplemental 
Resolution.

Section 1.04. Treatment of Payments Received Under Service Charges Agreements. 
The City anticipates that, from time to time, it may enter into one or more Service Charges 
Agreements and it is hereby specifically provided that, for purposes of the definition of 
“Revenues” as set forth in the General Resolution, it shall be determined and such tenn shall be 
interpreted such that, amounts paid to the City under the Service Charges Agreements are and 
shall be designated as service charges and included as Revenues and are not designated for 
capital costs.

ARTICLE II

SECURITY AND AUTHORIZATION

Section 2.01. Subordinate General Resolution; Special Obligations. The Series 2018 
Fixed Rate Subordinate Bonds authorized by this Twenty-Fourth Supplemental Resolution are 
Subordinate Bonds issued under the terms of the Subordinate General Resolution and secured by 
and entitled to the security and the rights granted by the Subordinate General Resolution. The 
Series 2018 Fixed Rate Subordinate Bonds shall be issued subordinate to the Prior Senior Bonds 
and any other Senior Lien Bonds issued hereafter and shall be issued on a parity with the 
Commercial Paper Notes, the Prior Subordinate Bonds and any other Subordinate Bonds issued 
hereafter.

The Series 2018 Fixed Rate Subordinate Bonds shall be and are special, limited 
obligations of the City, and the City shall be obligated to pay the principal of, premium, if any, 
and interest on the Series 2018 Fixed Rate Subordinate Bonds solely from the Revenues and 
from amounts in the SCM Fund and the Debt Service Fund. The General Fund of the City is not 
liable for the payment of the principal of, interest on or premium, if any, on the Series 2018
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Fixed Rate Subordinate Bonds. Neither the full faith and credit nor the taxing power of the City 
is pledged to pay the Series 2018 Fixed Rate Subordinate Bonds. The pledge, assignment and 
lien on the Revenues granted pursuant to the Senior Lien Resolution to secure the Senior Lien 
Bonds shall, in all respects, be prior to the pledge, assignment and lien on the Revenues granted 
by the Subordinate General Resolution and this Twenty-Fourth Supplemental Resolution. The 
principal of and interest on the Series 2018 Fixed Rate Subordinate Bonds and any premiums 
upon the redemption of any thereof are not a debt of the City nor a legal or equitable pledge, 
charge, lien or encumbrance upon any of its property or upon any of its income, receipts or 
revenues except the Revenues and amounts in the SCM Fund and the Debt Service Fund.

Section 2.02. Authorization. The Series 2018 Fixed Rate Subordinate Bonds are hereby 
declared to be issued under the terms of the Charter, the Procedural Ordinance and, with respect 
to Refunding Bonds, the Refunding Law, as applicable, and secured as provided for in the 
Charter, the Procedural Ordinance and the Subordinate General Resolution; and provided, that 
the security provided for the Series 2018 Fixed Rate Subordinate Bonds is also granted 
subordinate to the prior and senior lien to secure Senior Lien Bonds issued under the Senior Lien 
Resolution, and, on a parity with the lien granted to secure other Subordinate Bonds, including 
Commercial Paper Notes, issued under the Subordinate General Resolution, and provided that 
liens on the Revenues which are subordinate to the liens securing the Subordinate Bonds may be 
granted. The Series 2018 Fixed Rate Subordinate Bonds may recite that they are issued pursuant 
to the Charter, the Procedural Ordinance and/or the Refunding Law, as applicable. It is hereby 
declared that the proceeds of the Series 2018 Fixed Rate Subordinate Bonds issued as refunding 
bonds may be held in part and for such time as the City may deem advisable in trust for the 
protection of the owners of the Refunded Subordinate Bonds.

ARTICLE III

DESCRIPTION OF THE SERIES 2018 FIXED RATE SUBORDINATE BONDS

Section 3.01. Designation of the Series 2018 Fixed Rate Subordinate Bonds; Principal 
Amounts. The Series 2018 Fixed Rate Subordinate Bonds are hereby authorized to be issued in 
one or more Series (and any subseries thereof) under the Subordinate General Resolution and 
this Twenty-Fourth Supplemental Resolution. The aggregate principal amount of Series 2018 
Fixed Rate Subordinate Bonds issued pursuant to this Twenty-Fourth Supplemental Resolution 
to finance improvements to the System, including to pay Commercial Paper Notes, shall not 
exceed $300,000,000. The aggregate principal amount of Series 2018 Fixed Rate Subordinate 
Bonds issued pursuant to this Twenty-Fourth Supplemental Resolution for the purpose of 
refunding Prior Senior Bonds and/or Prior Subordinate Bonds shall not be limited except as 
provided in the preambles hereto and Section 3.03 hereof. The Series 2018 Fixed Rate 
Subordinate Bonds shall be issued in such principal amounts and shall be designated as the “City 
of Los Angeles Wastewater System Subordinate Revenue Bonds, Series 2018,” with such 
additional Series and subseries designations (if any), including “Refunding Bonds”, “Taxable 
Bonds” and/or “Green Bonds,” as determined by the City. References herein to a Series of Series 
2018 Fixed Rate Subordinate Bonds shall be equally applicable to a subseries thereof

Section 3.02. Series 2018 Fixed Rate Subordinate Bonds Under the Subordinate General 
Resolution; Security. The Series 2018 Fixed Rate Subordinate Bonds are issued under, secured
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by and subject to the terms of the Subordinate General Resolution and are secured by the 
Revenues in accordance with the terms of the Subordinate General Resolution. The Series 2018 
Fixed Rate Subordinate Bonds are special obligations of the City payable only from the 
Revenues, the SCM Fund and the Debt Service Fund, and not from the general fund of the City, 
and the City is not obligated to pay the Series 2018 Fixed Rate Subordinate Bonds from any 
other source.

Section 3.03. Terms of the Series 2018 Fixed Rate Subordinate Bonds; Signature. The 
Series 2018 Fixed Rate Subordinate Bonds shall be issued in Authorized Denominations and 
shall be issuable only as fully registered bonds. The Series 2018 Fixed Rate Subordinate Bonds 
shall be signed by the Mayor or the City Administrative Officer and shall be authenticated by 
any Authorized City Representative. Any such signature may be by facsimile, except that on one 
of each Series 2018 Fixed Rate Subordinate Bond there shall be at least one manual signature. 
The Series 2018 Fixed Rate Subordinate Bonds shall be numbered as any Authorized City 
Representative shall determine.

The Series 2018 Fixed Rate Subordinate Bonds of each Series, upon initial issuance, shall 
be dated the date of delivery (or have such other dated date as set forth in the Bond Purchase 
Agreement related to such Series). Each Series 2018 Fixed Rate Subordinate Bond shall bear 
interest from the Interest Payment Date next preceding the date of authentication thereof unless 
such date of authentication is after a Record Date and on or prior to the next succeeding Interest 
Payment Date, in which event such Bond shall bear interest from such next succeeding Interest 
Payment Date or unless such date of authentication is on or before the first Interest Payment 
Date, in which event such Bond shall bear interest from its dated date, If interest on the Series 
2018 Fixed Rate Subordinate Bonds shall be in default, Bonds issued in exchange for Bonds 
surrendered for transfer or exchange shall bear interest from the Interest Payment Date to which 
interest has been paid in full on the Bonds surrendered.

Interest on the Series 2018 Fixed Rate Subordinate Bonds shall be paid on each June 1 
and December 1, commencing on June 1, 2019 (or such other interest payment dates as set forth 
in the Bond Purchase Agreement related to such Series). Interest shall be calculated on the basis 
of a year of 360 days and twelve 30-day months.

The Series 2018 Fixed Rate Subordinate Bonds shall mature on June 1 (or on such other 
date as set forth in the Bond Purchase Agreement related to such Series) in the years and in the 
amounts, subject to prior redemption (if applicable), and bear interest at the annual rates set forth 
in the Bond Purchase Agreement related to such Series, provided, however, that the final 
maturity of the Series 2018 Fixed Rate Subordinate Bonds will not be later than 40 years from 
the date of issuance of such Series and the true interest cost on the Series 2018 Fixed Rate 
Subordinate Bonds of any Series will not exceed 7%.

Payment of principal of the Series 2018 Fixed Rate Subordinate Bonds shall be made 
upon surrender of such Series 2018 Fixed Rate Subordinate Bonds to the City Administrative 
Officer, provided that, with respect to the Series 2018 Fixed Rate Subordinate Bonds which are 
Book-Entry Bonds, the Treasurer may make other arrangements for the payment of principal as 
provided in the Representation Letter. Payment of interest on Series 2018 Fixed Rate 
Subordinate Bonds which are not Book-Entry Bonds shall be paid by check of the City or a
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Paying Agent, if a Paying Agent has been appointed, mailed by first-class mail, postage prepaid, 
to the registered owners at their addresses as they appear on the registration books maintained for 
the Series 2018 Fixed Rate Subordinate Bonds. The payment of interest on Book-Entry Bonds 
shall be made as provided in Section 3.05 hereof. With respect to all Series 2018 Fixed Rate 
Subordinate Bonds, interest shall be paid to the person who was, on the Record Date, the 
registered owner thereof. The Series 2018 Fixed Rate Subordinate Bonds shall be substantially in 
the form set forth in Section 3.06 hereof. Principal, interest and premium, if any, will be paid in 
money of the United States that at the time of payment is legal tender for payment of public and 
private debts.

Interest on overdue principal of a Series 2018 Fixed Rate Subordinate Bond and, to the 
extent lawful, on overdue interest on a Series 2018 Fixed Rate Subordinate Bond will be payable 
at the stated interest rate on such Series 2018 Fixed Rate Subordinate Bond on the day before the 
default occurred.

Any refunding to be accomplished with the proceeds from the sale of any Series of Series 
2018 Fixed Rate Subordinate Bonds issued pursuant to this Twenty-Fourth Supplemental 
Resolution shall comply with the Refunding Policy.

Section 3.04. Exchange and Transfer of Series 2018 Fixed Rate Subordinate Bonds. 
Series 2018 Fixed Rate Subordinate Bonds which are delivered to the Treasurer for exchange 
may be exchanged for an equal total unpaid principal amount of Series 2018 Fixed Rate 
Subordinate Bonds of the same Series and maturity but of different Authorized Denominations. 
Series 2018 Fixed Rate Subordinate Bonds presented to the Treasurer shall be transferred upon 
the registration books in accordance with the procedures determined by the Treasurer and as 
provided in Section 3.06 of the Subordinate General Resolution.

The Treasurer will not, however, be required to transfer or exchange any such Series 
2018 Fixed Rate Subordinate Bond during the period beginning 15 days before the mailing of 
notice calling any such Series 2018 Fixed Rate Subordinate Bond for redemption and ending on 
the date notice of redemption is mailed nor to transfer or exchange any Series 2018 Fixed Rate 
Subordinate Bond which has been selected for redemption.

Section 3.05. Book-Entry Bonds.

Except as provided in subparagraph (c) of this Section 3.05, the registered owner 
of all of the Series 2018 Fixed Rate Subordinate Bonds shall be DTC and the Series 2018 Fixed 
Rate Subordinate Bonds shall be registered in the name of Cede & Co., as nominee for DTC. 
Payment of principal or interest for any Series 2018 Fixed Rate Subordinate Bond registered in 
the name of Cede & Co. shall be made on the payment date by wire transfer of New York 
clearing house or equivalent next day funds or by wire transfer of same day funds to the account 
of Cede & Co. Such payments shall be made to Cede & Co. at the address which is, on the 
regular Record Date or special record date, as the case may be, shown for Cede & Co. in the 
registration books of the City.

(a)

(b) The Series 2018 Fixed Rate Subordinate Bonds shall be initially issued in the 
form of a separate single authenticated fully registered Series 2018 Fixed Rate Subordinate Bond
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for each separate stated maturity of the Series 2018 Fixed Rate Subordinate Bonds. Upon initial 
issuance, the ownership of all Series 2018 Fixed Rate Subordinate Bonds shall be registered on 
the registration books of the City in the name of Cede & Co., as nominee of DTC. The City may 
treat DTC (or its nominee) as the sole and exclusive owner of the Series 2018 Fixed Rate 
Subordinate Bonds registered in its name for the purposes of payment of the principal or 
redemption price of or interest on the Series 2018 Fixed Rate Subordinate Bonds, respectively, 
selecting the Series 2018 Fixed Rate Subordinate Bonds or portions thereof to be redeemed, 
giving any notice permitted or required to be given to Bondholders under the Subordinate 
General Resolution or this Twenty-Fourth Supplemental Resolution, registering the transfer of 
Series 2018 Fixed Rate Subordinate Bonds, as the case may be, obtaining any consent or other 
action to be taken by Bondholders and for all other purposes whatsoever, and the City shall not 
be affected by any notice to the contrary. The City shall not have any responsibility or obligation 
to any Participant, any person claiming a beneficial ownership interest in the Series 2018 Fixed 
Rate Subordinate Bonds under or through DTC or any Participant, or any other person which is 
not shown on the registration books as being a Bondholder, with respect to the accuracy of any 
records maintained by DTC or any Participant; the payment to DTC or any Participant of any 
amount in respect of the principal of, redemption price of or interest on the Series 2018 Fixed 
Rate Subordinate Bonds; any notice which is permitted or required to be given to Bondholders 
under the General Resolution or this Twenty-Fourth Supplemental Resolution; the selection by 
DTC or any Participant of any person to receive payment in the event of a partial redemption of 
the Series 2018 Fixed Rate Subordinate Bonds; or any consent given or other action taken by 
DTC as Bondholder. The City shall pay all principal of and premium, if any, and interest on the 
Series 2018 Fixed Rate Subordinate Bonds only to or “upon the order of’ DTC (as that term is 
used in the Uniform Commercial Code as adopted in the State of California), and all such 
payments shall be valid and effective to fully satisfy and discharge the City’s obligations, with 
respect to the principal of and premium, if any, and interest on the Series 2018 Fixed Rate 
Subordinate Bonds, respectively, to the extent of the sum or sums so paid. No person other than 
DTC shall receive an authenticated Series 2018 Fixed Rate Subordinate Bond evidencing the 
obligation of the City to make payments of principal of and premium, if any, and interest 
pursuant to the Subordinate General Resolution or this Twenty-Fourth Supplemental Resolution. 
Upon delivery by DTC to the City of written notice to the effect that DTC has determined to 
substitute a new nominee in place of Cede & Co., and subject to the provisions herein with 
respect to Record Dates, the word “Cede & Co.” in this Twenty-Fourth Supplemental Resolution 
shall refer to such new nominee of DTC.

If the City determines that it is in the best interest of the Beneficial Owners that 
they be able to obtain Bond certificates and that such certificates should, therefore, be made 
available, and notifies DTC of such determination, then DTC will notify the Participants of the 
availability through DTC of Bond certificates. In such event the Treasurer shall authenticate and 
shall transfer and exchange Bond certificates as requested by DTC and any other Bondholders in 
appropriate amounts. DTC may determine to discontinue providing its services with respect to 
the Series 2018 Fixed Rate Subordinate Bonds at any time by giving written notice to the City 
and discharging its responsibilities with respect thereto under applicable law. Under such 
circumstances (if there is no successor securities depository), the City shall be obligated to 
deliver Bond certificates as described in this Twenty-Fourth Supplemental Resolution. If Bond 
certificates are issued, the provisions of the General Resolution and this Twenty-Fourth 
Supplemental Resolution shall apply to, among other things, the transfer and exchange of such

(c)

11



certificates and the method of payment of principal of and interest on such certificates. 
Whenever DTC requests the City to do so, the City will cooperate with DTC in taking 
appropriate action after reasonable notice (a) to make available one or more separate certificates 
evidencing the Series 2018 Fixed Rate Subordinate Bonds to any DTC Participant having Series 
2018 Fixed Rate Subordinate Bonds credited to its DTC account or (b)to arrange for another 
securities depository to maintain custody of certificates evidencing the Series 2018 Fixed Rate 
Subordinate Bonds.

Notwithstanding any other provision of the Subordinate General Resolution or 
this Twenty-Fourth Supplemental Resolution to the contrary, so long as any Series 2018 Fixed 
Rate Subordinate Bond is registered in the name of Cede & Co., as nominee of DTC, all 
payments with respect to the principal of and premium, if any, and interest on such Series 2018 
Fixed Rate Subordinate Bond and all notices with respect to such Series 2018 Fixed Rate 
Subordinate Bond shall be made and given, respectively, to DTC as provided in the 
Representation Letter.

(d)

In connection with any notice or other communication to be provided to 
Bondholders pursuant to the Subordinate General Resolution and this Twenty-Fourth 
Supplemental Resolution by the City with respect to any consent or other action to be taken by 
Bondholders, the City shall establish a record date for such consent or other action and give DTC 
notice of such record date not less than 15 calendar days in advance of such record date to the 
extent possible. Notice to DTC shall be given only when DTC is the sole Bondholder.

(e)

Section 3.06. Form of Series 2018 Fixed Rate Subordinate Bonds. The Series 2018 
Fixed Rate Subordinate Bonds of each Series (and any subseries thereof) shall be substantially in 
the form set forth in Exhibit A. with such additions, deletions and modifications as shall be 
necessary or appropriate to conform such form to the terms of such Series.

ARTICLE IV

REDEMPTION

Section 4.01. Notices to Bondholders. Prior to the redemption of any Series 2018 Fixed 
Rate Subordinate Bonds, the City shall give notice to the registered owners of the Series 2018 
Fixed Rate Subordinate Bonds to be redeemed as provided in Section 4.03 of the Subordinate 
General Resolution. Such notice shall be given by Mail or by telecopy or other electronic means 
of communication, at least 20 days and not more than 60 days before the redemption date and 
shall be given to each registered owner of a Series 2018 Fixed Rate Subordinate Bond to be 
redeemed.

In addition to the notice required by Section 4.03 of the Subordinate General Resolution, 
if, at any time, the Series 2018 Fixed Rate Subordinate Bonds are no longer Book-Entry Bonds, 
then, upon any redemption, further notice shall be given by the City as set out below, but no 
defect in any such further notice nor any failure to give all or any portion of such further notice 
shall in any manner defeat the effectiveness of a call for redemption if notice thereof is given as 
above prescribed.
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Each further notice of redemption given hereunder shall contain the information required 
by Section 4.03 of the General Resolution plus (i)the CUSIP numbers of all Series 2018 Fixed 
Rate Subordinate Bonds, or portions thereof being redeemed; (ii) the date of original issuance of 
the Series 2018 Fixed Rate Subordinate Bonds; (iii) the rate of interest borne by the Series 2018 
Fixed Rate Subordinate Bonds being redeemed; (iv)the maturity date of the Series 2018 Fixed 
Rate Subordinate Bonds being redeemed; (v) the redemption price or, if applicable, a description 
of the mechanism or method for determining the redemption price; and (vi) any other descriptive 
information to identify accurately the Series 2018 Fixed Rate Subordinate Bonds or portions 
thereof being redeemed.

Each further notice of redemption shall be sent at least 20 days before the redemption 
date by telecopy, registered or certified mail or overnight delivery service to:

The Depository Trust Company 
55 Water Street 
New York, NY 10041

and to the Municipal Securities Rulemaking Board’s Electronic Municipal Market Access 
System at http://emma.msrb.org/.

Any notice given pursuant to this Section 4.01 may be conditional, other than notice of 
redemption from mandatory sinking fund payments pursuant to Section 4.03, and may be 
rescinded by written notice given by the City. Upon such rescission, the City shall give notice of 
such rescission in the same manner (i.e. by Mail or by telecopy or other electronic means of 
communication), and to the same persons, as notice of such redemption was given pursuant to 
this Section. Any optional redemption of the Series 2018 Fixed Rate Subordinate Bonds and 
notice thereof shall be rescinded and cancelled if for any reason on the date fixed for redemption 
moneys are not available and held in trust for such purpose in an amount sufficient to pay in full 
on such date the principal of, interest, and any premium due on such Series 2018 Fixed Rate 
Subordinate Bonds called for redemption.

Section 4.02. Optional Redemption of the Series 2018 Fixed Rate Subordinate Bonds. 
The Series 2018 Fixed Rate Subordinate Bonds of any Series may be subject to optional 
redemption as set forth in the Bond Purchase Agreement related to such Series. The Series 2018 
Fixed Rate Subordinate Bonds of any Series which are subject to optional redemption shall be 
subject to optional redemption not later than the tenth year following the date of issuance of such 
Series 2018 Fixed Rate Subordinate Bonds.

Section 4.03. Mandatory Sinking Fund Redemption of the Series 2018 Fixed Rate 
Subordinate Bonds. The Series 2018 Fixed Rate Subordinate Bonds of any Series shall be 
subject to mandatory sinking fund redemption as set forth in the Bond Purchase Agreement 
related to such Series. On or before the forty-fifth day prior to any mandatory sinking fund 
redemption date, the City shall proceed to select for redemption (by lot in such manner as the 
City may determine), from all Series 2018 Fixed Rate Subordinate Bonds subject to such 
redemption, an aggregate principal amount of such Subordinate Bonds equal to the amount for 
such year as set forth in the table in the Bond Purchase Agreement related to such Series and 
shall call such Subordinate Bonds or portions thereof in Authorized Denominations for
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redemption and shall give notice of such call. At the option of the City, the City may credit 
against any mandatory sinking fund redemption requirement the Series 2018 Fixed Rate 
Subordinate Bonds or portions thereof in Authorized Denominations of the stated maturity 
subject to such redemption which, prior to said date, have been purchased by the City or 
redeemed (otherwise than under the provisions of this 4.03) and canceled and not theretofore 
applied as a credit against any mandatory sinking fund redemption requirement. Each such Series 
2018 Fixed Rate Subordinate Bond or portion thereof so purchased or previously redeemed shall 
be credited by the City at one hundred percent (100%) of the principal amount thereof against the 
obligation of the City on such mandatory sinking fund redemption date.

Section 4.04. Payment of Series 2018 Fixed Rate Subordinate Bonds Called for 
Redemption. Upon surrender to the Treasurer, Series 2018 Fixed Rate Subordinate Bonds called 
for redemption shall be paid at the redemption price, including accrued and unpaid interest, if 
any, to the redemption date, provided that, with respect to Book-Entry Bonds, the City may make 
other arrangements for payment as provided in the Representation Letter.

Section 4.05. Selection of Series 2018 Fixed Rate Subordinate Bonds for Redemption; 
Series 2018 Fixed Rate Subordinate Bonds Redeemed in Part. The Series 2018 Fixed Rate 
Subordinate Bonds which are subject to optional redemption will be selected among such 
maturities as the City may designate or, absent such designation, pro rata among maturities or as 
set forth in the Bond Purchase Agreement related to such Series. The Series 2018 Fixed Rate 
Subordinate Bonds may be redeemed by lot or pro rata within any one maturity in a manner the 
City shall deem appropriate.

Upon surrender of a Series 2018 Fixed Rate Subordinate Bond to be redeemed, the 
Authorized City Representative acting as Authenticating Agent or other Authenticating Agent, if 
one has been appointed, will authenticate for the holder a new Series 2018 Fixed Rate 
Subordinate Bond of the same Series and maturity equal in principal amount to the unredeemed 
portion of the Series 2018 Fixed Rate Subordinate Bond surrendered.

ARTICLE V

APPLICATION OF PROCEEDS

Section 5.01. Application of Proceeds. The proceeds of the sale of any Series of Series 
2018 Fixed Rate Subordinate Bonds (and any subseries thereof) received by the City shall be 
applied by the City for the following purposes and in such amounts and in such manner as 
directed by the City in connection with such Series:

the amount needed to pay Costs of Issuance associated with the issuance of such 
Series of Series 2018 Fixed Rate Subordinate Bonds shall be transferred to the Escrow Agent to 
be disbursed to pay the Costs of Issuance;

(a)

the amount needed to refund the Refunded Subordinate Bonds shall be transferred 
to the Escrow Agent and held under the terms of the Escrow Agreement and used to pay the 
Refunded Subordinate Bonds;

(b)
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the amount needed to pay the Commercial Paper Notes when due shall be 
transferred to the Issuing and Paying Agent for the Commercial Paper Notes and deposited into 
the Commercial Paper Notes Debt Service Fund and used to pay the Commercial Paper Notes;

the amount needed to pay all or a portion of the termination payment to the 
providers of the swaps entered into in connection with the Prior Subordinate Bonds shall be paid 
to such entities; and

00

(d)

the amount of such proceeds designated to finance improvements to the System 
shall be deposited in the 2018 Construction Fund of the related Series.

(e)

Any amounts may be held temporarily by the Escrow Agent for the purposes set forth in 
the Subordinate General Resolution.

Notwithstanding the foregoing provisions of this Article V, the amount to be transferred 
to the Escrow Agent may be paid directly by the Underwriters to such Escrow Agent and, in such 
event, shall be deemed to have been received by the City and transferred to such Escrow Agent.

ARTICLE VI

FUNDS

Section 6.01. Construction Fund. The City will, by ordinance, create one or more 
separate funds within the City Treasury, designated as the Wastewater System Subordinate 
Revenue Bonds Construction Fund, Series 2018 (with such further designation, if applicable, or 
as otherwise designated by the City, all as the City deems appropriate) to pay Project Costs (the 
“2018 Construction Fund”), and the City shall, on the date of issuance of the Series 2018 Bonds, 
deposit proceeds of the Series 2018 Fixed Rate Subordinate Bonds into the 2018 Construction 
Fund as set forth in Section 5.01(e) above. A separate account within the 2018 Construction 
Fund may be established for any Series of Series 2018 Bonds. Amounts in the 2018 Construction 
Fund shall be used to pay Project Costs related to the System in accordance with the City’s 
wastewater system improvement program or to reimburse the City for amounts expended from 
other sources for such purposes; provided, that amounts in a 2018 Construction Fund shall not be 
used for systems, plants, works or undertakings for the distribution of electric energy for 
lighting, heating and power for public or private uses or the generation, production, transmission 
and distribution of gas for public or private uses. These restrictions shall not apply to systems, 
plants, works or undertakings which result in conversion of solid waste to energy and reusable 
materials. The General Wastewater System Construction Fund previously authorized to be 
created and maintained shall by eliminated pursuant to an Ordinance concurrently presented to 
this Council for approval.

The City will, by ordinance create one or more 
separate funds for the Series 2018 Fixed Rate Subordinate Bonds, with such further designations 
identifying the Series (which may be one or more Series of the Series 2018 Bonds) to which such 
fund shall relate, or as otherwise designated by the City, all as the City deems appropriate, within 
the City Treasury for each Series of Series 2018 Fixed Rate Subordinate Bonds, designated as 
the “Wastewater System Subordinate Revenue Bonds Fixed Rate Debt Service Fund, Series

Section 6.02. Debt Service Fund.
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2018- [insert Series/subseries designation]” (collectively, the “2018 Fixed Rate Subordinate Debt 
Service Fund”), which shall each be a Debt Service Fund as provided in the Subordinate General 
Resolution for the respective Series of Series 2018 Fixed Rate Subordinate Bonds. Amounts in 
the 2018 Fixed Rate Subordinate Debt Service Fund shall be used to pay principal of, and 
interest and any premium on, the Series 2018 Fixed Rate Subordinate Bonds as the same become 
due and payable.

Section 6.03. Costs of Issuance Fund. There is hereby authorized to be created under 
the Escrow Agreement one or more Costs of Issuance Funds for the Series 2018 Fixed Rate 
Subordinate Bonds (collectively, the “Fixed Rate Costs of Issuance Fund”). Amounts in the 
Fixed Rate Costs of Issuance Fund shall be used to pay Costs of Issuance of the Series 2018 
Fixed Rate Subordinate Bonds. Any moneys remaining in the Fixed Rate Cost of Issuance Fund 
attributable to the financing of improvements to the System, including to pay Commercial Paper 
Notes, after payment of all related Costs of Issuance shall be transferred to the 2018 Construction 
Fund and any moneys remaining in the Fixed Rate Cost of Issuance Fund attributable to the 
refunding of the Refunded Subordinate Bonds after payment of all related Costs of Issuance shall 
be transferred to 2018 Fixed Rate Subordinate Debt Sendee Fund.

ARTICLE VII

TAX COVENANTS

Section 7.01. Rebate Funds. With respect to Series 2018 Fixed Rate Subordinate Bonds 
issued as bonds the interest on which is exempt from federal income taxation (the “Tax- 
Exemption Series 2018 Fixed Rate Subordinate Bonds”), the City hereby agrees that it will 
deliver and abide by the Tax Certificate for Tax-Exempt Series 2018 Fixed Rate Subordinate 
Bonds and that it will by ordinance create one or more separate funds for the Tax-Exempt Series 
2018 Fixed Rate Subordinate Bonds designated as a “Wastewater System Subordinate Revenue 
Bonds Rebate Fund” (collectively, the “2018 Fixed Rate Subordinate Rebate Fund”), which fund 
or funds will be held by the City and will be funded, if so required, under the fax Certificate of 
any Series, and amounts in such 2018 Fixed Rate Subordinate Rebate Fund shall be held and 
disbursed in accordance with the ordinance creating such funds and with the applicable Tax 
Certificate. Any fund created pursuant to this Section 7.01 may be combined with another rebate 
fund or funds of the City, as the City deems appropriate.

Section 7.02. Tax Compliance.

The City shall comply with those covenants and agreements set forth in the Tax 
Certificate of any Series and the City Administrative Officer is authorized and directed to 
execute such Tax Certificate.

(a)

(b) The City shall not use or permit the use of any proceeds of Tax-Exempt Series 
2018 Fixed Rate Subordinate Bonds or any other funds of the City held under this Twenty- 
Fourth Supplemental Resolution or the Subordinate General Resolution, or in the General 
Wastewater System Construction Fund, directly or indirectly, to acquire any securities or 
obligations, and shall not use or permit the use of any amounts received by the City, and shall not 
take or permit to be taken any other action or actions, which would cause any Tax-Exempt Series
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2018 Fixed Rate Subordinate Bond to be “federally guaranteed” within the meaning of 
Section 149(b) of the Code or an “arbitrage bond” within the meaning of Section 148 of the 
Code and applicable regulations promulgated from time to time thereunder.

Section 7.03. Additional Actions. The City shall at all times do and perform all acts and 
things permitted by law, the Subordinate General Resolution and this Twenty-Fourth 
Supplemental Resolution which are necessary or desirable in order to assure that interest paid on 
the tax-exempt Series 2018 Fixed Rate Subordinate Bonds (or any of them) will be excluded 
from gross income of the recipient thereof for federal income tax purposes and shall take no 
action that would result in such interest being included in gross income for federal income tax 
purposes.

ARTICLE VIII

AGENTS

Section 8.01. Appointment of Agent. The City Administrative Officer is authorized to 
appoint one or more banks, trust companies or financial institutions meeting the City’s 
capitalization requirements as Escrow Agent for the purpose of accepting, holding, investing and 
applying funds to be used to refund the Refunded Subordinate Bonds and to pay the Costs of 
Issuance related to any one or more Series of Series 2018 Fixed Rate Subordinate Bonds. The 
City may from time to time appoint a bank, trust company or other financial institution to serve 
as Paying Agent, Registrar or Authenticating Agent in place of or in addition to the City with 
respect to any Series of Series 2018 Fixed Rate Subordinate Bonds. The City hereby appoints the 
City Clerk as Authenticating Agent for the Series 2018 Fixed Rate Subordinate Bonds.

Section 8.02. Resignation; Removal. Any entity at any time serving as Paying Agent, 
Authenticating Agent and/or Registrar may resign any one or more of such positions in 
accordance with the terms of its agreement with the City or may be removed by the City in 
accordance with the terms of such agreement. The Escrow Agent may resign or be removed as 
provided in the Escrow Agreement.

Section 8.03. Replacement. If the Paying Agent, Authenticating Agent, Registrar or 
other agent resigns or is removed, the City may appoint a new Paying Agent, Authenticating 
Agent or Registrar or may provide that such functions as were provided by the Paying Agent, 
Authenticating Agent and/or Registrar be undertaken directly by the City. A successor Escrow 
Agent can be appointed by the City only as provided in the Escrow Agreement.

Section 8.04. Appointment of Good Faith Deposit Custodian. The City hereby appoints 
U.S. Bank National Association as custodian (the “Custodian”) of the good faith deposit to be 
received upon the sale of the Series 2018 Fixed Rate Subordinate Bonds and hereby directs the 
Custodian to establish an account in the name of the City for such purpose and to deposit and 
disburse amounts from such account pursuant to the agreement entered with the Custodian or 
otherwise at the written direction of the City Administrative Officer or his designee.
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ARTICLE IX

APPROVALS AND AUTHORIZATIONS

Section 9.01. Findings Related to Negotiated Sale of the Series 2018 Fixed Rate 
Subordinate Ronds. Pursuant to Section 371(e)(10) of the Charter, the Council hereby finds that, 
due to current market conditions, the use of sealed competitive bidding to sell the Series 2018 
Fixed Rate Subordinate Bonds would be undesirable and impractical and it is in the best 
financial interests of the City to sell the Series 2018 Fixed Rate Subordinate Bonds through a 
negotiated sale with the Underwriters. .

Section 9.02. Approval of Escrow Agreement. The City Administrative Officer is 
hereby authorized to execute and enter into an Escrow Agreement with an Escrow Agent in form 
and substance acceptable to Bond Counsel and the City Attorney with respect to any one or more 
Series of Series 2018 Fixed Rate Subordinate Bonds and the Refunded Subordinate Bonds, with 
such changes as such City Administrative Officer, upon the advice of counsel, deems necessary 
and appropriate. The signature of the City Administrative Officer shall be sufficient to bind the 
City and cause the Escrow Agreement to be a valid and binding obligation of the City.

Section 9.03. Approval of Bond Purchase Agreement. The Bond Purchase Agreement 
in substantially the form before this Council is hereby approved. The City Administrative 
Officer is hereby authorized to execute and enter into a Bond Purchase Agreement with one or 
more of the Underwriters with respect to any one or more Series of Series 2018 Fixed Rate 
Subordinate Bonds, in substantially the form presented to this Council, with such changes as said 
City Administrative Officer, upon the advice of counsel, deems necessary and appropriate. The 
signature of any City Administrative Officer shall be sufficient to bind the City and cause the 
Bond Purchase Agreement to be a valid and binding obligation of the City. The Underwriters’ 
discount under the Bond Purchase Agreement shall not exceed 0.5% of the aggregate principal 
amount of the Series 2018 Fixed Rate Subordinate Bonds purchased thereunder.

Section 9.04. Official Statement. The form of the preliminary Official Statement 
relating to the Series 2018 Fixed Rate Subordinate Bonds (the “Preliminary Official Statement”) 
submitted to this Council with such changes as may be approved by the City Administrative 
Officer is hereby approved for use in connection with the public offering of the Series 2018 
Fixed Rate Subordinate Bonds. Upon approval of such additions and changes, whether material 
or otherwise, by the City Administrative Officer, the Preliminary Official Statement shall be 
deemed final as of its date, as evidenced by a certificate to such effect, except for the omission of 
certain information as provided in and pursuant to Rule 15c2-12. The City Administrative 
Officer, for and on behalf of the City, is hereby authorized to execute a final official statement 
for one or more Series of Series 2018 Fixed Rate Subordinate Bonds (the “Official Statement”), 
with such additions and changes therein, whether material or otherwise, as he or she may require 
or approve, such approval to be conclusively evidenced by execution and delivery thereof. The 
distribution of the Official Statement in connection with the public offering of each Series of 
Series 2018 Fixed Rate Subordinate Bonds is hereby approved.

Section 9.05. Execution of Documents; Additional Actions. The City Administrative 
Officer is hereby authorized to purchase or subscribe from time to time for the government
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obligations to be deposited in escrow in connection with the refundings contemplated by this 
Twenty-Fourth Supplemental Resolution, to authorize the Escrow Agent to so subscribe, to 
execute any documents necessary to procure municipal bond insurance upon such terms as the 
City Administrative Officer determines (if the City Administrative Officer, upon the advice of 
the City’s municipal advisor, determines that such municipal bond insurance is cost effective) 
and to execute such certificates (including the Tax Certificate), agreements, forms and other 
closing documents, including those relating to the tax-exempt status of the Series 2018 Fixed 
Rate Subordinate Bonds and those relating to the securities depository, and such other 
instruments or documents as are necessary or appropriate to consummate the transactions 
contemplated by this Twenty-Fourth Supplemental Resolution and to carry out the intent hereof. 
The City Administrative Officer is authorized and directed to do any and all things and to take 
any and all further actions to carry out the intent hereof.

ARTICLE X

MISCELLANEOUS

Section 10.01. Notices.

Any notice, request, direction, designation, consent, acknowledgment, 
certification, appointment, waiver or other communication required or permitted by this Twenty- 
Fourth Supplemental Resolution or the Series 2018 Fixed Rate Subordinate Bonds shall be in 
writing except as expressly provided otherwise in this Twenty-Fourth Supplemental Resolution 
or the Series 2018 Fixed Rate Subordinate Bonds.

(a)

Any notice or other communication, otherwise specified, shall be sufficiently 
given and deemed given when delivered by hand or by Mail or by such other means as is 
specifically provided therefor, and addressed as provided in the Subordinate General Resolution.

Any addressee may designate additional or different addresses for purposes of this

(b)

(c)
Section.

If any of S&P, Fitch and/or Kroll shall have provided a credit rating for any of the 
Series 2018 Fixed Rate Subordinate Bonds at the request of the City, the City shall give written 
notice to each of S&P, Fitch and/or Kroll then providing a credit rating on any of the Series 2018 
Fixed Rate Subordinate Bonds if at any time (i) payment of principal and interest on the Series 
2018 Fixed Rate Subordinate Bonds is accelerated pursuant to the provisions of Section 9.02(a) 
of the General Resolution or (ii) there is any amendment to the General Resolution or this 
Twenty-Fourth Supplemental Resolution. Notice, in the case of an event referred to in clause (ii) 
hereof, shall include a copy of any such amendment. Notices sent to notices sent to S&P shall be 
addressed to Standard & Poor’s, 55 Water Street, New York, New York 10041; notices sent to 
Fitch shall be addressed to Fitch at Fitch, Inc., One State Street Plaza, New York, New York 
10004; notices sent to Kroll shall be addressed to Kroll Bond Rating Agency, 845 Third Avenue, 
New York, New York 10022, or to such other address as S&P, Fitch or Kroll, respectively, shall 
supply to the City.

(d)
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Section 10.02. Limitation of Rights. Nothing expressed or implied in this Twenty-Fourth 
Supplemental Resolution or the Series 2018 Fixed Rate Subordinate Bonds shall give any person 
other than the City, and the Bondholders any right, remedy or claim under or with respect to this 
Twenty-Fourth Supplemental Resolution.

Section 10.03. Supplemental Resolution a Contract. This Twenty-Fourth Supplemental 
Resolution (excluding Article X hereof), together with the Subordinate General Resolution, is 
adopted by the City for the benefit of the Bondholders and together they constitute a contract 
with the Subordinate Bondholders.

If any provision of the Twenty-Fourth Supplemental 
Resolution shall be determined to be unenforceable, that shall not affect any other provision of 
this Twenty-Fourth Supplemental Resolution.

Section 10.04. Severability.

Section 10.05. Payments due on Non-Business Days. If a payment date is not a Business 
Day, then payment may be made on the next Business Day, and no interest shall accrue for the 
intervening period.

Section 10.06. Governing Law. This Twenty-Fourth Supplemental Resolution shall be 
governed by and construed in accordance with the laws of the State.

Section 10.07. Captions. The captions in this Twenty-Fourth Supplemental Resolution 
are for convenience only and do not define or limit the scope or intent of any provisions or 
Sections of this Twenty-Fourth Supplemental Resolution.

Section 10.08. Continuing Disclosure, 
authorized to enter into a Continuing Disclosure Certificate in order to undertake the City’s 
continuing disclosure obligations promulgated under Rule 15c2-12, as the same may be amended 
from time to time. The City hereby covenants and agrees that they will comply with and carry 
out all of their respective obligations under any such Continuing Disclosure Certificate for the 
Series 2018 Fixed Rate Subordinate Bonds. Notwithstanding any other provision of the 
Subordinate General Resolution or this Twenty-Fourth Supplemental Resolution, failure of the 
City to comply with any such Continuing Disclosure Certificate shall not be considered an Event 
of Default; however, any Beneficial Owner of the applicable Series 2018 Fixed Rate Subordinate 
Bonds covered by such Continuing Disclosure Certificate may take such actions as may be 
necessary and appropriate, including seeking mandate or specific performance by court order, to 
cause the City, as the case may be, to comply with its obligations under this Section. For 
purposes of this Section, “Beneficial Owner” means any person which has or shares the power, 
directly or indirectly, to make investment decisions concerning ownership of any applicable 
Series 2018 Fixed Rate Subordinate Bonds covered by such Continuing Disclosure Certificate 
(including persons holding such applicable Series 2018 Fixed Rate Subordinate Bonds covered 
by such Continuing Disclosure Certificate through nominees, depositories or other 
intermediaries).

The City Administrative Officer is hereby

Section 10.09. Ratification of Prior Actions. All actions heretofore taken by any officers, 
employees, agents or directors of the City, with respect to the issuance, delivery or sale of the 
Series 2018 Fixed Rate Subordinate Bonds, or in connection with or related to my of the
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agreements or documents referenced herein or to the refunding of the Refunded Subordinate 
Bonds are hereby approved, confirmed and ratified.

Section 10.10. Effective Date. This Twenty-Fourth Supplemental Resolution shall take 
effect from and upon its adoption.

Approved as to Form

MICHAEL N. FEUER, City Attorney

By:
Deputy City Attorney
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EXHIBIT A

FORM OF SERIES 2018 FIXED RATE SUBORDINATE BOND

UNITED STATES OF AMERICA 
STATE OF CALIFORNIA 
CITY OF LOS ANGELES

WASTEWATER SYSTEM SUBORDINATE REVENUE BOND, 
[REFUNDING] SERIES 2018-_

No.

Maturity Date CUSIP No.Interest Dated Date
%

THIS SUBORDINATE BOND IS A SPECIAL, LIMITED OBLIGATION OF THE 
CITY OF LOS ANGELES. THE PRINCIPAL HEREOF, PREMIUM, IF ANY, AND 
INTEREST HEREON ARE PAYABLE SOLELY FROM CERTAIN WASTEWATER 
SYSTEM REVENUES AND OTHER AMOUNTS ON DEPOSIT IN CERTAIN SPECIAL 
LIMITED FUNDS AS DESCRIBED HEREIN. THIS SUBORDINATE BOND IS AN 
OBLIGATION THAT IS JUNIOR AND SUBORDINATE TO SENIOR LIEN BONDS 
(DEFINED BELOW) ISSUED UNDER THE GENERAL RESOLUTION (DEFINED BELOW) 
AS TO LIEN AND SOURCE OF SECURITY FOR PAYMENT FROM REVENUES. THE 
CITY IS NOT OBLIGATED TO MAKE PAYMENT HEREON FROM ANY OTHER 
SOURCE. THIS SUBORDINATE BOND IS NOT PAYABLE FROM THE GENERAL FUND 
OF THE CITY AND NEITHER THE FULL FAITH AND CREDIT NOR THE TAXING 
POWER OF THE CITY IS PLEDGED TO THE PAYMENT OF ANY AMOUNTS DUE ON 
THIS SUBORDINATE BOND.

REGISTERED OWNER: CEDE & CO.

PRINCIPAL AMOUNT: $

The City of Los Angeles (the “City”), a municipal corporation and a political subdivision 
of the State of California, organized and operating under the terms of the Charter of the City of 
Los Angeles (the “Charter”) and the Constitution of the State of California, promises to pay, 
from the sources described in this Subordinate Bond and not from any other sources, to the 
Registered Owner set forth above or registered assigns, the Principal Amount set forth above on 
the Maturity Date set forth above, and to pay interest as provided in this Subordinate Bond.

This Subordinate Bond is authorized, issued and secured under the terms of that 
Wastewater System Revenue Bonds Subordinate General Resolution adopted by the Council of

A-l



the City on March 26, 1991, as heretofore amended and supplemented, including by the terms of 
that Twenty-Fourth Supplemental Resolution Supplementing the Wastewater System Revenue
Bonds Subordinate General Resolution, adopted by the Council on October __, 2018 (as
hereinafter defined, the “Twenty-Fourth Supplemental Resolution”). This Subordinate Bond is 
issued pursuant to the authority of the Charter, Article 6.7 of Chapter 1 of Division 11 of the 
Administrative Code of the City [and Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of 
Title 5 (Section 53570 et seq. and Section 53580 et seq., respectively) of the Government Code 
of the State of California].

All bonds, notes and other indebtedness, obligations or securities of any kind or class 
issued or incurred pursuant to the terms of the Wastewater System Revenue Bonds General 
Resolution adopted on November 10, 1987 (as heretofore amended and supplemented, the 
“General Resolution”) are referred to hereinafter as “Senior Lien Bonds” and are all equally and 
ratably secured by and payable from the Revenues and those funds described in this paragraph.

Additional Senior Lien Bonds and Subordinate Bonds may be issued from time to time 
under the terms of the General Resolution and Subordinate General Resolution, respectively, and 
all such additional Senior Lien Bonds and Subordinate Bonds will be equally and ratably secured 
with the Prior Senior Lien Bonds and Subordinate Bonds, respectively, in accordance with the 
General Resolution and the Subordinate General Resolution, respectively, by the Revenues and 
those funds described in the preceding paragraphs and will be payable from the same source as 
this Subordinate Bond, respectively. The General Resolution provides that operation and 
maintenance expenses of the System are to be paid from the Revenues in the SCM Fund as such 
expenses become due in the ordinary course of business.

The City’s obligation to make payment of the principal of, interest on and premium, if 
any, on the Subordinate Bonds is only to the extent of the Revenues and amounts in the SCM 
Fund, the Debt Service Fund (defined in the Subordinate General Resolution), and the City has 
no obligation to make payments from any other sources. The general fund of the City is not 
liable for the payment of this Subordinate Bond, or the premium, if any, or interest thereon, and 
neither the full faith and credit nor the taxing power of the City is pledged for the payment of this 
Subordinate Bond, or the premium, if any, of the interest thereon.

The security for the Subordinate Bonds, the events that constitute Events of Default 
thereunder and the remedies therefor are set forth in the Subordinate General Resolution and 
Twenty-Fourth Supplemental Resolution, and Holders of this Subordinate Bonds arc referred to 
the Subordinate General Resolution and the Twenty-Fourth Supplemental Resolution for 
description of those terms.

This Subordinate Bond shall bear interest until its Maturity Date or earlier redemption (if 
applicable) at the rate shown on the face of this Subordinate Bond. Interest on overdue principal 
and, to the extent lawful, all overdue interest will be payable at the stated interest rate on this 
Subordinate Bond on the day before the default occurred. Interest on this Subordinate Bond shall 
be calculated on the basis of a year of 360 days and twelve 30-day months. Interest will be due 
and payable on this Subordinate Bond on each June 1 and December 1, commencing on June 1, 
2019, until maturity or earlier redemption and will be paid to the party who is the owner hereof 
on the Record Date for such payment. The Record Date for a June 1 payment is the close of
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business on the preceding May 15, and the Record Date for a December 1 payment is the close 
of business on the preceding November 15, whether or not such day is a Business Day.

This Subordinate Bond is subject to redemption prior to its maturity date as provided in 
the Resolution. When notice of redemption is given, the Subordinate Bonds called for 
redemption become due and payable on the redemption date at the applicable redemption price; 
in such case, when funds are held in trust for payment of the redemption price and such amounts 
are sufficient to pay the redemption price, interest on the Subordinate Bonds to be redeemed will 
cease to accrue from and after the redemption date.

Holders must surrender Subordinate Bonds to the Treasurer of the City to collect 
principal except that with respect to Subordinate Bonds which are Book-Entry Bonds (as defined 
in the Twenty-Fourth Supplemental Resolution), the City may make other agreements for 
payment of principal. Interest will be paid to each party who is, as of the Record Date, the 
registered owner of Subordinate Bonds. If this Subordinate Bond is not a Book-Entry Bond, as 
defined in the Twenty-Fourth Supplemental Resolution, interest hereon will be paid by check 
mailed to the Holder's registered address, and, if this Subordinate Bond is a Book-Entry Bond, 
interest will be paid as provided in Section 3.05 of the Twenty-Fourth Supplemental Resolution. 
Principal, interest and premium, if any, will be paid in money of the United States that at the 
time of payment is legal tender for payment of public and private debts. If any payment on the 
Subordinate Bonds is due on a non-Business Day, it will be made on the next Business Day, and 
no additional interest will accrue as a result.

These Subordinate Bonds are available in denominations of $5,000 and integral multiples 
of $5,000. A Bondholder may transfer or exchange Subordinate Bonds in accordance with the 
Subordinate General Resolution and the Twenty-Fourth Supplemental Resolution. The City may 
require a Bondholder, among other things, to furnish appropriate endorsements and transfer 
documents and to pay any required taxes and fees associated therewith. The City need not 
transfer or exchange any of these Subordinate Bonds for the period beginning 15 days before 
mailing a notice of redemption of such Subordinate Bonds and ending on the date the notice of 
redemption is mailed nor transfer or exchange any of these Subordinate Bonds which has been 
selected for redemption.

The registered owner of this Subordinate Bond shall be treated as the owner of it for all
purposes.

If the City at any time irrevocably sets aside money or Government Obligations as 
described in the Subordinate General Resolution sufficient, together with the earnings thereon, to 
pay at redemption or maturity, the principal of, premium, if any, and interest on the outstanding 
Subordinate Bonds, and if the City also pays all other sums then payable by the City under the 
Subordinate General Resolution, the Subordinate General Resolution will be discharged. After 
discharge Bondholders must look only to the money and securities set aside for payment. If the 
City at any time irrevocably sets aside money or Government Obligations as described in the 
Subordinate General Resolution sufficient to pay at redemption or maturity principal of, 
premium, if any, and interest on all or any portion of these outstanding Subordinate Bonds, such 
Subordinate Bonds, with respect to which the money or securities were set aside, shall no longer
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be deemed to be outstanding and shall no longer be secured by the Subordinate General 
Resolution except to the extent of the moneys and securities set aside therefor.

The Subordinate General Resolution, the Twenty-Fourth Supplemental Resolution and 
these Subordinate Bonds may be amended or supplemented, and any past default or compliance 
with any provision may be waived, as provided in the Subordinate General Resolution. Any 
consent given by the owner of this Subordinate Bond to any such action shall be irrevocable and 
shall bind any subsequent owner of this Subordinate Bond or any Subordinate Bond delivered in 
substitution for this Subordinate Bond.

The Subordinate General Resolution provides that the occurrences of certain events 
constitute Events of Default. If an Event of Default occurs and is continuing, the Principal of 
this Subordinate Bond may be declared to be due and payable immediately on the terms set forth 
in the Subordinate General Resolution. Any such acceleration may be waived as provided in the 
Subordinate General Resolution. Bondholders may not enforce the Subordinate General 
Resolution or the Subordinate Bonds except as provided in the Subordinate General Resolution, 
and, if credit enhancement has been provided for all or a portion of the Subordinate Bonds issued 
under the Subordinate General Resolution, the provider or providers of such credit enhancement 
may be able to direct the exercise of remedies.

This Subordinate Bond shall not be valid until the City Clerk, as Authenticating Agent, 
signs the certificate of authentication on the first page of this Subordinate Bond.

Customary abbreviations may be used in the name of a Bondholder or an assignee, such 
as TEN COM (= tenants in common), TEN ENT (- tenants by the entireties), JT TEN (= joint 
tenants with right of survivorship and not as tenants in common), CUST (= Custodian), and 
UGMA (= Uniform Gifts to Minors Act).

Dated:

CITY CLERK, as duly Authorized 
AUTHENTICATING AGENT FOR THE 
CITY OF LOS ANGELES, certifies that 
this is one of the Subordinate Bonds referred 
to in the Subordinate General Resolution 
and Twenty-Fourth Supplemental 
Resolution referred to herein.

CITY OF LOS ANGELES

By:
[Mayor or City Administrative Officer]

By:
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ASSIGNMENT

FOR VALUE RECEIVED the undersigned hereby sells, assigns and transfers unto

(Please print or type, write Name and Address, including Zip Code,
and Federal Taxpayer Identification or Social Security Number of Assignee)

this Subordinate Bond and all rights hereunder, and hereby irrevocably constitutes and appoints

Agent to transfer this Subordinate Bond on the books of the City, with full power of substitution 
in the premises.

Dated: , 20

Signed by:

NOTICE: The signature to this assignment must 
correspond with the name as it appears on the face 
of this Subordinate Bond in every particular, 
without alteration or enlargement or any change 
whatsoever.

Signature Guaranteed by:

NOTICE: Signature must be guaranteed by a 
member firm of the New York Stock exchange or a 
commercial bank or trust company.
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NEW ISSUES - BOOK-ENTRY ONLY SYSTEM RATINGS:

Fitch 
S&P 

Kroll:
See “Ratings” herein.

In the opinion of Hawkins Delafield & Wood LLP, Bond Counsel to the City, under existing statutes and court decisions and assuming 
continuing compliance with certain tax covenants described herein, (i) interest on the Series 2018 Bonds is excluded from gross income for 
federal income tax purposes pursuant to Section 103 of the Internal Revenue Code of 1986, as amended (the "Code’'), and (ii) interest on the 
Series 2018 Bonds is not treated as a preference item in calculating the alternative minimum tax under the Code; such interest, however, is 
included in the adjusted current earnings of certain corporations for purposes of calculating the alternative minimum tax imposed for taxable 
years beginning prior to January I, 2018. In addition, in the opinion of Bond Counsel, under existing statutes, interest on the Series 2018 Bonds 
is exempt from State of California personal income.

u
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$i__r
CITY OF LOS ANGELES 

Wastewater System Subordinate 
Revenue Bonds, 

Refunding Series 2018-B

$LY!
CITY OF LOS ANGELES 

Wastewater System Subordinate 
Revenue Bonds,
Series 2018-A 
(Green Bonds)

IN

Due: June 1, as shown on the inside cover
The $[____]" City of Los Angeles Wastewater System Subordinate Revenue Bonds, Series 2018-A (Green Bonds) (the “Series 2018-A

Subordinate Bonds”) and the $[
“Series 2018-B Subordinate Bonds” and. together with the Series 2018-A Subordinate Bonds, the “Series 2018 Bonds”) are being issued by the 
City of Los Angeles (the “City”) pursuant to the Charter of the City of Los Angeles (the “City Charter”), Article 6.7 of Chapter 1 of Division 11 
of the Administrative Code of the City (the “Procedural Ordinance”), and, with respect to the Series 2018-B Subordinate Bonds, Articles 10 and 
11 of Chapter 3 of Part 1 of Division 2 of Title 5 (Section 53570 et seq, and Section 53580 et seq., respectively) of the California Government 
Code (as amended, the “Refunding Law”). The Series 2018 Bonds are also issued pursuant to the Wastewater System Subordinate Revenue 
Bonds General Resolution, adopted by the Council of the City (the “City Council”) on March 26, 1991, as amended and supplemented (the 
“Subordinate General Resolution”), including as amended and supplemented by the Twenty-Fourth Supplemental Resolution, adopted by the 
City Council on [October 19, 2018].

The proceeds of the Series 2018-A Subordinate Bonds, together with certain other amounts from the City, will be used to: (i) finance the 
construction and improvement of the System (herein defined); (ii) pay all outstanding Wastewater System Commercial Paper Notes (defined 
herein); and (iii) pay certain costs of issuing the Series 2018-A Subordinate Bonds. The proceeds of the Series 2018-B Subordinate Bonds, 
together with certain other amounts from the City, will be used to: (i) refund a portion of the City’s Wastewater System Subordinate Revenue 
Bonds, Variable Rate Refunding Series 2012-D (the “Series 2012-D Subordinate Bonds” and the refunded portion herein referred to as “Refunded 
Bonds”); (ii) pay all or a portion of the termination payments in connection with the termination of the Swap Agreements (defined herein); and 
(iii) pay certain costs of issuing the Series 2018-B Subordinate Bonds. See “Plan of Finance” herein.

The pledge, assignment and lien on the Revenues (herein defined) granted pursuant to the General Resolution (herein defined) to secure the 
Senior Lien Bonds (herein defined) issued and to be issued under the General Resolution are, in all respects, prior to the pledge, assignment and 
lien on the Revenues granted pursuant to the Subordinate General Resolution, including the pledge, assignment and lien with respect to the Series 
2018 Bonds and other Subordinate Bonds issued and to be issued pursuant to the Subordinate General Resolution.

Dated: Date of Delivery

]’ City of Los Angeles Wastewater System Subordinate Revenue Bonds, Refunding Series 2018-B (the

The Series 2018 Bonds are special, limited obligations of the City payable solely from the Revenues, on a basis subordinate to the 
Senior Lien Bonds, and from amounts on deposit in the 201S Subordinate Debt Service Fund created pursuant to the Subordinate 
General Resolution. The City is not obligated to make payments from any other source. The Series 2018 Bonds are not payable from the 
General Fund of the City and are not a general obligation of the City, and neither the full faith and credit nor the taxing power of the 
City is pledged to the payment of any amounts due on the Series 2018 Bonds.

Interest on the Series 2018 Bonds will be payable on June 1 and December 1, commencing on June 1, 2019. The Series 2018 Bonds will be 
issued as fully-registered bonds, will mature in the principal amounts in each year (subject to prior redemption), and will bear interest at the 
respective rates per annum as set forth on the inside cover of this Official Statement. The Series 2018 Bonds will be registered in the name of 
Cede & Co., as nominee of The Depository Trust Company (“DTC”). DTC will act as securities depository for the Series 2018 Bonds. Ownership 
interests in the Bonds may be purchased in book-entry form only. So long as DTC or its nominee is the Owner of the Series 2018 Bonds, payments 
of the principal of, redemption premium, if any, and interest on the Series 2018 Bonds will be made as described in Appendix G - “Book-Entry 
Only System” attached hereto.

The Series 2018 Bonds are subject to redemption prior to maturity, as described herein. See “Redemption of the Series 2018 Bonds”
herein.

This cover page contains information for general reference only. Investors must read the entire Official Statement to obtain 
information essential to making an informed investment decision.

The Series 2018 Bonds are offered when, as and if issued, subject to the approval of legality by Hawkins Delafield & Wood LLP, Bond 
Counsel to the City. Certain legal matters will be passed upon for the City by Nixon Peabody LLP, Disclosure Counsel, and by Michael N. Feuer, 
City Attorney, and for the Underwriters by their counsel, Stradling Yocca Carlson & Rauth, a Professional Corporation. It is anticipated that the 
Series 2018 Bonds will be available for delivery to DTC in New York, New York on or about November__,2018.

* Preliminary, subject to change.
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Siebert Cisneros Shank & Co., L.L.C. 
Drexel Hamilton, LLC

Jefferies
Fidelity Capital Markets

Dated: October__, 2018



MATURITY SCHEDULES

r$l
City of Los Angeles Wastewater System Subordinate Revenue Bonds, 

Series 2018-A (Green Bonds)

CUSIP* 
(Base: 53945Q

Year 
(June 1)

Principal
Amount

Interest
Rate Yield Price

$ % % %

S % Term Bonds due June 1, 20__
CUSIP* No. 53945C

Yield: % Price %

* Preliminary, subject to change.
* CUSIP is a registered trademark of the American Bankers Association. CUSIP data herein is provided by CUSIP Global Services, 

managed by S&P Global Market Intelligence on behalf of The American Bankers Association. This data is not intended to create 
a database and does not serve in any way as a substitute for the CUSIP Services. CUSIP numbers have been assigned by an 
independent company not affiliated with the City and are included solely for the convenience of investors. None of the City, the 
Underwriters, or the Municipal Advisor, are responsible for the selection or uses of these CUSIP numbers, and no representation 
is made as to their correctness on the Series 2018 Bonds or as included herein. The CUSIP number for a specific maturity is 
subject to being changed after the issuance of the Series 2018 Bonds as a result of various subsequent actions including, but not 
limited to, refunding in whole or in part or as a result of the procurement of secondary market portfolio insurance or other similar 
enhancement by investors that is applicable to all or a portion of certain maturities of the Series 2018 Bonds.

4829-7128-6638,9



$[.
City of Los Angeles Wastewater System Subordinate Revenue Bonds, 

Refunding Series 2018-B

CUSIP* 
(Base: 53945C)

Year 
(June 1)

Principal
Amount

Interest
Rate PriceYield

$ % %%

* Preliminary, subject to change.
f CUSIP is a registered trademark of the American Bankers Association. CUSIP data herein is provided by CU SIP Global Services, 

managed by S&P Global Market Intelligence on behalf of The American Bankers Association. This data is not intended to create 
a database and does not serve in any way as a substitute for the CUSIP Services. CUSIP numbers have been assigned by an 
independent company not affiliated with the City and are included solely for the convenience of investors. None of the City, the 
Underwriters, or the Municipal Advisor, are responsible for the selection or uses of these CUSIP numbers, and no representation 
is made as to their correctness on the Series 2018 Bonds or as included herein. The CUSIP number for a specific maturity is 
subject to being changed after the issuance of the Series 2018 Bonds as a result of various subsequent actions including, but not 
limited to, refunding in whole or in part or as a result of the procurement of secondary market portfolio insurance or other similar 
enhancement by investors that is applicable to all or a portion of certain maturities of the Series 2018 Bonds.
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No dealer, broker, salesperson or other person has been authorized by the City to give any 
information or to make any representations other than those contained herein and, if given or made, such 
other information or representations must not be relied upon as having been authorized by the City. This 
Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall there be 
any sale of the Series 2018 Bonds by a person in any jurisdiction in which it is unlawful for such person to 
make an offer, solicitation or sale.

This Official Statement is not to be construed as a contract with the purchasers of the Series 2018 
Bonds. Statements contained in this Official Statement which involve estimates, forecasts or matters of 
opinion, whether or not expressly so described herein, are intended solely as such and are not to be construed 
as a representation of facts.

The information set forth in this Official Statement has been obtained from the City and other 
sources which are believed by the City to be reliable. The Underwriters (as defined herein) have provided 
the following sentence for inclusion in this Official Statement. The Underwriters have reviewed the 
information in this Official Statement in accordance with, and as part of, their responsibilities to investors 
under the federal securities laws as applied to the facts and circumstances of this transaction, but the 
Underwriters do not guarantee the accuracy or completeness of such information. The information and 
expressions of opinion herein are subject to change without notice, and neither the delivery of this Official 
Statement nor any sale made hereunder shall under any circumstances create any implication that there has 
been no change in the affairs of the City since the date hereof. All summaries of the Series 2018 Bonds, the 
Resolutions (as defined herein) and other documents summarized herein, are made subject to the provisions 
of such documents respectively and do not purport to be complete statements of any or all of such 
provisions.

This Official Statement is submitted in connection with the issuance of the Series 2018 Bonds 
referred to herein and may not be reproduced or used, in whole or m part, for any other purpose.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVERALLOT OR 
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE 
SERIES 2018 BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE 
OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY 
TIME. THE UNDERWRITERS MAY OFFER AND SELL THE SERIES 2018 BONDS TO CERTAIN 
DEALERS AND DEALER BANKS AND BANKS ACTING AS AGENT AT PRICES LOWER THAN 
THE PUBLIC OFFERING PRICES STATED ON THE INSIDE COVER PAGE HEREOF AND SAID 
PUBLIC OFFERING PRICES MAY BE CHANGED FROM TIME TO TIME BY THE 
UNDERWRITERS.

The City maintains a website at www.lacity.org. The information presented therein is not a part of 
this Official Statement, is not incorporated by reference herein, and should not be relied upon in making an 
investment decision with respect to the Series 2018 Bonds.

4829-7128-6638.9

http://www.lacity.org


CITY OF LOS ANGELES

Mayor 

Eric Garcetti

City Council

Gilbert Cedillo (District 1) 
Paul Krekorian (District 2) 
Bob Blumenfield (District 3) 
David E. Ryu (District 4) 
Paul Koretz (District 5)

Nury Martinez (District 6) 
Monica Rodriguez (District 7)

Mike Bonin (District 11) 
Mitchell Englander (District 12) 

Marqueece Harris-Dawson (District 8) Mitch O’Farrell (District 13) 
Curren D. Price, Jr. (District 9)
Herb J. Wesson, Jr, (District 10)

Jose Huizar (District 14) 
Joe Buscaino (District 15)

CITY OFFICIALS

Michael N. Feuer. City Attorney 
Ron Galperin, City Controller 

Richard H, Llewellyn, Jr., City Administrative Officer 
Claire Bartels, City Treasurer 
Holly L. Wolcott, City Clerk

BOARD OF PUBLIC WORKS

Kevin James, President
Heather Marie Repenning, Vice President 

Joel F. Jacinto, Commissioner
Michael R. Davis, President Pro Tempore 

Aura Garcia, Commissioner

Bureau of Engineering 
Gary Lee Moore, P.E. 

City Engineer

Bureau of Sanitation 
Enrique C. Zaldivar 

Director

Office of Accounting 
Victoria A. Santiago 

Director

SPECIAL SERVICES

City Department Issuing Debt
City Administrative Officer of the City of Los Angeles 

Debt Management Group

Bond Counsel
Hawkins Delafield & Wood LLP

Disclosure Counsel 
Nixon Peabody LLP

Paying Agent
Treasurer of the City of Los Angeles

Municipal Advisors
Public Resources Advisory Group 
Montague DeRose and Associates

■1B29-7128-6638.9



TABLE OF CONTENTS

Page

INTRODUCTION.........................................................................................................
General......................................................................................................................
The System................................................................................................................
The SCM Fund; Senior Lien Bonds...........................................................................
Security and Sources of Payment for the Series 2018 Bonds.......................................
Limited Obligations...................................................................................................
Forward-Looking Statements.....................................................................................
Continuing Disclosure................................................................................................
Miscellaneous............................................................................................................

PLAN OF FINANCE.....................................................................................................
Green Bond” Designation........................................................................................

ESTIMATED SOURCES AND USES OF FUNDS.......................................................
DESCRIPTION OF THE SERIES 2018 BONDS...........................................................
REDEMPTION OF THE SERIES 2018 BONDS...........................................................

Redemption of the Series 2018 Bonds........................................................................
Notice of Redemption of Series 2018 Bonds..............................................................
Effect of Redemption of Series 2018 Bonds...............................................................

SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2018 BONDS.........
Sources of Payment....................................................................................................
Subordinate Pledge of Revenues................................................................................
No Reserve for Subordinate Bonds............................................................................
No Pledge of Refundable Credits...............................................................................
Subordinate Bonds Rate Covenant.............................................................................
Additional Subordinate Bonds...................................................................................
Additional Senior Lien Bonds....................................................................................
Flow of Funds Under the General Resolution and the Subordinate General Resolution
Books and Accounts...................................................................................................
Operation and Maintenance of the System..................................................................
Emergency Fund........................................................................................................
Insurance and Condemnation......................................................................................
Amendment to the Resolutions Relating to the Refundable Credits............................

THE WASTEWATER SYSTEM....................................................................................
Service Area..............................................................................................................
Existing Facilities.......................................................................................................
System Wastewater Flow............................................................................................
Subscribing Agencies.................................................................................................

ORGANIZATION AND MANAGEMENT OF THE SYSTEM.....................................
General.......................................................................................................................
Office of Accounting..................................................................................................
Bureau of Engineering................................................................................................
Bureau of Sanitation...................................................................................................
Bureau of Contract Administration.............................................................................

WASTEWATER SYSTEM CAPITAL IMPROVEMENT PROGRAM..........................
General.......................................................................................................................
Prior Year Expenditures..............................................................................................
Current Major Projects of the Wastewater System Capital Improvement Program.......
Program Review.........................................................................................................
Financing Plans for the Wastewater System Capital Improvement Program................

FINANCIAL OPERATIONS OF THE WASTEWATER SYSTEM...............................
Sewer Rates and Revenues..........................................................................................

1
1
2
2
3
3
3
4
4
4

a 5
6

.....7

7
......7

8
8
9
9

10
10
10
11
11
12
12
15
15
15
16
17
17
17
17
21
22
24
24
24

.......25

.......25
25
26
26
27
27
29
29
31
31

l
4829-7128-6638.9



TABLE OF CONTENTS
(continued)

Page
Historical Sewer Rates and Charges ........................................................................
Rate Setting Process................................................................................................
Proposition 218.......................................................................................................
Water Usage...........................................................................................................
Number of Service Points and Billable Wastewater Volume....................................
Billing and Collection.............................................................................................
Labor and Employment...........................................................................................
Retirement and Other Postemployment Benefits Contributions...............................
Cash Receipts and Disbursements...........................................................................
Sewer Construction and Maintenance Fund Cash Balances.....................................
Property, Plant and Equipment...............................................................................
Projected Operation and Maintenance Expenses.....................................................
Projected Statement of Revenues and Expenditures................................................
Outstanding Indebtedness.......................................................................................
Annual Debt Service Requirements........................................................................
Variable Rate Bonds...............................................................................................
Swap Agreements................................................................................... ...............
Anticipated Financings............................................................................................
Cash Basis Debt Service Coverage.........................................................................

REGULATORY REQUIREMENTS AFFECTING OPERATION OF THE SYSTEM
General...................................................................................................................
Biosolids Management............................................................................................
Air Quality.............................................................................................................
Water Quality.........................................................................................................
NPDES Permits......................................................................................................

RISK FACTORS........................................................................................................
Limited Obligations...............................................................................................
System Revenues and Expenditures........................................................................
Rate-Setting and Initiative Processes Under Proposition 218...................... ............
Potential Impact of Drought and Other Risks Relating to the Water Supply............
Statutory and Regulatory Compliance....................................................................
Earthquakes and Other Natural Disasters................................................................
Unexpected Sewer Failure......................................................................................
Security of the System............................................................................................
Utility Costs...........................................................................................................
Impact of Economic Conditions on System Revenues.............................................
Acceleration; Limitations on Remedies..................................................................
Swap Agreements..................................................................................................
Risks Related to Variable Rate Bonds....................................................................
Effect of Federal Sequestration on Refundable Credits...........................................
Seismic Considerations..........................................................................................
Climate Change......................................................................................................
Cybersecurity........................................................................................................

TAX MATTERS -SERIES 2018 BONDS.................................................................
Opinion of Bond Counsel.......................................................................................
Certain Ongoing Federal Tax Requirements and Certifications..............................
Certain Collateral Federal Tax Consequences........................................................
Original Issue Discount..........................................................................................
Bond Premium.......................................................................................................
Information Reporting and Backup Withholding....................................................
Miscellaneous........................................................................................................

37
37
38
40
41
43
47
47
49
51
51
52
53
55
57
58
58
58
58
60
60
61
61
63
63
65
65
65
65
66
66
66
67
67
67
67
68
68
68
69
69
69
70
70
70
71
71
72
72
73
73

n
4829-7128-6638.9



TABLE OF CONTENTS
(continued)

Page
CONTINUING DISCLOSURE..............................................................................
LITIGATION........................................................................................................

Certain Claims Against the SCM Fund...............................................................
Claim Filed by the City......................................................................................
Other Pending Legal Matters..............................................................................

LEGAL OPINION.................................................................................................
RATINGS..............................................................................................................
UNDERWRITING.................................................................................................
MUNICIPAL ADVISORS.....................................................................................
FINANCIAL STATEMENTS AND DEBT SERVICE COMPLIANCE REPORTS 
MISCELLANEOUS...............................................................................................

73
74
74
76
76
76
76
76
77
78
79

APPENDIX A 
APPENDIX B 
APPENDIX C 
APPENDIX D 
APPENDIX E

- CERTAIN INFORMATION REGARDING THE CITY OF LOS ANGELES....................
- GLOSSARY OF DEFINED TERMS..................................................................................
- SUMMARY OF CERTAIN PROVISIONS OF THE RESOLUTIONS...............................
- GLOSSARY OF SYSTEM TERMS...................................................................................

CITY OF LOS ANGELES SEWER CONSTRUCTION AND MAINTENANCE FUND 
FINANCIAL STATEMENTS AND REQUIRED SUPPLEMENTARY INFORMATION 
FOR THE FISCAL YEARS ENDED JUNE 30,2017 AND 2016 (WITH INDEPENDENT 
AUDITOR’S REPORT THEREON) AND DEBT SERVICE COMPLIANCE REPORT 
FOR THE FISCAL YEAR ENDED JUNE 30,2017 (WITH INDEPENDENT AUDITOR’S
REPORT THEREON)........................................................................................................
FORM OF OPINION OF BOND COUNSEL......................................................................
BOOK-ENTRY ONLY SYSTEM.......................................................................................
FORM OF CONTINUING DISCLOSURE CERTIFICATE...............................................

.A-l
B-l
C-l
D-l

E-l
APPENDIX F - 
APPENDIX G - 
APPENDIX H -

F-l
G-l
.H-l

in
4829-7128-6638.9



OFFICIAL STATEMENT

SL $i__ r
CITY OF LOS ANGELES 

Wastewater System Subordinate 
Revenue Bonds, Refunding Series 2018-B

CITY OF LOS ANGELES 
Wastewater System Subordinate 
Revenue Bonds, Series 2018-A 

(Green Bonds)

INTRODUCTION

This introduction is not a summary of this Official Statement. It is only a brief description of and 
guide to, and is qualified by. more complete and detailed information contained in the entire Official 
Statement, including the cover page and appendices hereto, and the documents described herein. All 
statements contained in this introduction are qualified in their entirety by reference to the entire Official 
Statement. References to, and summaries of provisions of the Constitution, the City Charter and laws of 
the State of California and any documents referred to herein do not purport to be complete and such 
references are qualified in their entirety by reference to the complete provisions. All capitalized terms used 
in this Official Statement and not otherwise defined herein have the meanings set forth in the Resolutions 
(defined herein).

General

J* City of Los Angeles Wastewater System Subordinate Revenue Bonds, Series 2018-A
(Green Bonds) (the “Series 2018-A Subordinate Bonds”) and $[____ J* City of Los Angeles Wastewater
System Subordinate Revenue Bonds, Refunding Series 2018-B (the “Series 2018-B Subordinate Bonds” 
and, together with the Series 2018-A Subordinate Bonds, the “Series 2018 Bonds”) are being issued by the 
City of Los Angeles (the “City”) pursuant to the Charter of the City of Los Angeles (the “City Charter”), 
Article 6.7 of Chapter 1 of Division 11 of the Administrative Code of the City (the “Procedural Ordinance”), 
and, with respect to the Series 2018-B Subordinate Bonds, Articles 10 and 11 of Chapter 3 of Part 1 of 
Division 2 of Title 5 (Section 53570 et seq. and Section 53580 et seq., respectively) of the California 
Government Code (as amended, the “Refunding Law”). The Series 2018 Bonds are also issued pursuant to 
the Wastewater System Subordinate Revenue Bonds General Resolution, adopted by the Council of the 
City (the “City Council”) on March 26, 1991, as amended and supplemented (the “Subordinate General 
Resolution”), including as amended and supplemented by the Twenty-Fourth Supplemental Resolution, 
adopted by the City Council on [October 19, 2018] (the “Twenty-Fourth Supplemental Resolution”).

The $1

The proceeds of the Series 2018-A Subordinate Bonds, together with certain other amounts from 
the City, will be used to: (i) finance the construction and improvement of the System (herein defined); 
(ii) pay all outstanding Wastewater System Commercial Paper Notes (defined herein); and (iii) pay certain 
costs of issuing the Series 2018-A Subordinate Bonds. The proceeds of the Series 2018-B Subordinate 
Bonds, together with certain other amounts from the City, will be used to: (i) refund a portion of the City’s 
Wastewater System Subordinate Revenue Bonds, Variable Rate Refunding Series 2012-D (the “Series 
2012-D Subordinate Bonds” and the refunded portion herein referred to as “Refunded Bonds”); (ii) pay all 
or a portion of the termination payments in connection with the termination of the Swap Agreements 
(defined herein); and (iii) pay certain costs of issuing the Series 2018-B Subordinate Bonds. See “Plan of 
Finance” herein.

Under the Wastewater System Revenue Bonds General Resolution, adopted by the City Council 
on November 10, 1987, as amended and supplemented (the “General Resolution” and, together with the

* Preliminary, subject to change.
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Subordinate General Resolution, the “Resolutions”), the City has previously issued multiple series of Senior 
Lien Bonds (the “Existing Senior Lien Bonds”). As of September 1, 2018, the City had $1,022,140,000 
aggregate principal amount of Existing Senior Lien Bonds Outstanding, Under the Subordinate General 
Resolution, the City has previously issued multiple series of Subordinate Bonds (the “Existing Subordinate 
Bonds”) that have a lien on Revenues (herein defined) subordinate to that of the Existing Senior Lien Bonds. 
As of September 1,2018, the City had $1,573,970,000 aggregate principal amount of Existing Subordinate 
Bonds Outstanding, excluding Wastewater System Commercial Paper Notes Outstanding.

Under the Subordinate General Resolution, the City has also authorized a maximum of 
$400,000,000 aggregate principal amount of Subordinate Bonds in the form of Wastewater System 
Commercial Paper Notes (the “Wastewater System Commercial Paper Notes”). [The Wastewater System 
Commercial Paper Notes are currently supported by letters of credit (the “Letters of Credit”) issued by 
Barclays Bank PLC (“Barclays”) and Sumitomo Mitsui Banking Corporation (“SMBC”). The maximum 
amount of Wastewater System Commercial Paper Notes that may be outstanding at any particular time 
under the existing Letters of Credit for the Wastewater System Commercial Paper Notes is $200,000,000.] 
[On October [19], 2018, the City Council approved the extension of the Barclays Letter of Credit in the 
amount of $100,000,000 plus interest, and the substitution of the SMBC Letter of Credit with a new Letter 
of Credit in the amount of $150,000,000 plus interest to be provided by The Toronto-Dominion Bank, 
acting through its New York Branch (“Toronto-Dominion”), which extension and substitution [is expected 
to close/closed] on October [23], 2018.] There are currently $50,000,000 aggregate principal amount of 
Wastewater System Commercial Paper Notes outstanding. Subsequent to the refunding described herein, 
no Wastewater System Commercial Paper Notes will be outstanding. See “Financial Operations of the 
Wastewater System - Outstanding Indebtedness” and “Plan of Finance” herein. Additional Senior Lien 
Bonds and Subordinate Bonds may be issued pursuant to the provisions of the General Resolution and the 
Subordinate General Resolution, respectively, subject to satisfaction of the conditions precedent set forth 
therein. See “Plan of Finance” and “Security and Sources of Payment for the Series 2018 Bonds - 
Additional Senior Lien Bonds” and “- Additional Subordinate Bonds” herein.

The System

The City owns and operates a wastewater system (“System”), which serves an approximately 600 
square mile area with a population in excess of four million or approximately half of the population of Los 
Angeles County. The System has two distinct service areas: the Hyperion System and Terminal Island 
System (each as described herein). Total average daily flow during Fiscal Year 2017-18 was 333 million 
gallons per day. The System also provides wastewater conveyance, treatment and disposal services to 29 
sanitation districts, cities, governmental entities and private businesses which adjoin the City. The System 
consists of more than 6,700 miles of sewers and interceptors, four treatment plants and various other 
facilities.

The SCM Fund; Senior Lien Bonds

The Existing Senior Lien Bonds, and any other bonds issued in the future under the General 
Resolution (collectively, the “Senior Lien Bonds”) are secured by a pledge of and first lien on (i) Revenues; 
and (ii) all moneys and securities held in the Reserve Fund, the Debt Service Fund (except for amounts 
segregated for the payment of specific Senior Lien Bonds that have become due and payable or that have 
been called for redemption, which amounts are held in trust for such specific Senior Lien Bonds only), and 
the Construction Funds. “Revenues” generally consist of all revenues of the City’s Sewer Construction and 
Maintenance Fund (the “SCM Fund”) and revenues otherwise attributable to the System, including earnings 
received from investments in the SCM Fund, the Debt Service Fund, the Reserve Fund and the Emergency 
Fund, provided that Revenues shall not include any amount received from the levy or collection of taxes,
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amounts designated for capital costs received under contracts with contracting agencies, moneys received 
as grants, earnings on the Construction Funds or the proceeds of borrowings or insurance.

Pursuant to the General Resolution, Revenues in the SCM Fund are to be used on an ongoing basis 
to pay or provide for the ordinary and reasonable expenses of the operation and maintenance of the System 
including, without limitation, refunds and the reasonable expenses of management, repair and other 
expenses necessary to maintain and preserve the System in good repair and working order when such 
amounts become due in the ordinary' course of business. On or before the twenty-fifth day of each month, 
the City is to transfer amounts from the SCM Fund to the Debt Service Fund, Reserve Fund, and Emergency 
Fund (all held under the General Resolution for the Senior Lien Bonds), amounts sufficient to make the 
deposits therein required under the General Resolution,

Security and Sources of Payment for the Series 2018 Bonds

The Series 2018 Bonds, the Existing Subordinate Bonds and any bonds issued in the future under 
the Subordinate General Resolution (collectively, the “Subordinate Bonds”) are secured by a pledge of and 
second lien on the Revenues, on a basis subordinate to the pledge of and lien on Revenues to the Senior 
Lien Bonds. The pledge, assignment and lien on the Revenues granted to secure the Senior Lien Bonds is, 
in all respects, prior to the pledge, assignment and lien granted by the Subordinate General Resolution for 
the benefit of the Subordinate Bonds. The Revenues, including Revenues held in the SCM Fund and the 
earnings on such Revenues, will be used first to pay the Senior Lien Bonds as the same become due, and to 
make current deposits into the funds held pursuant to the General Resolution before such Revenues will be 
available for deposit into the funds and accounts held under the Subordinate General Resolution for the 
benefit ofthe Subordinate Bonds. The Series 2018 Bonds arc also secured by apledge and lien on the 2018 
Subordinate Debt Service Fund created pursuant to the Twenty-Fourth Supplemental Resolution. See 
“Security and Sources of Payment for the Series 2018 Bonds” herein.

Limited Obligations

The Series 2018 Bonds are special, limited obligations of the City payable solely from the 
Revenues, on a basis subordinate to the Senior Lien Bonds, and from amounts on deposit in the 2018 
Subordinate Debt Service Fund created pursuant to the Subordinate General Resolution. The City is not 
obligated to make payment from any other source. The Series 2018 Bonds are not payable from the General 
Fund of the City and arc not a general obligation of the City, and neither the full faith and credit nor the 
taxing power ofthe City is pledged to the payment of any amounts due on the Series 2018 Bonds.

Forward-Looking Statements

Certain statements included or incorporated by reference in the Official Statement constitute 
“forward-looking statements.” Such statements are generally identifiable by the terminology used such as 
“plan,” “expect,” “estimate,” “budget,” “projected” or other similar words. The achievement of certain 
results or other expectations contained in such forward-looking statements involve known and unknown 
risks, uncertainties and other factors which may cause actual results, performance or achievements 
described to be materially different from any future results, performance or achievements expressed or 
implied by such forward-looking statements. Although the City believes that such expectations reflected in 
such forward-looking statements are reasonable, there can be no assurance that such expectations will prove 
to be correct. The City is not obligated to issue any updates or revisions to the forward-looking statements 
if or when its expectations, or events, conditions or circumstances on which such statements are based 
occur, do not occur, or change.
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Continuing Disclosure

For purposes of assisting the Underwriters (as defined herein) in complying with Rule 15c2- 
12(b)(5) adopted by the Securities and Exchange Commission (the “Rule”), the City has agreed to provide 
audited financial statements of the City for the SCM Fund and other financial and operating data relating 
to the System, not later than the June 30 after the end of each Fiscal Year, commencing on June 30, 2019 
for the report for Fiscal Year 2017-18, or if the Fiscal Year-end changes from June 30, not later than 365 
days after the end of the City’s Fiscal Year, to the Electronic Municipal Market Access (“EMMA”) database 
maintained by the Municipal Securities Rulemaking Board (the “MSRB”), and to provide notices to the 
MSRB through EMMA of the occurrence of certain enumerated events, as required by the Rule. See 
“Continuing Disclosure” herein and Appendix H - “Form of Continuing Disclosure Certificate” attached 
hereto.

Miscellaneous

Copies of the resolutions and additional information may be obtained upon request from the Office 
of the City Administrative Officer, City of Los Angeles, 200 North Main Street, City Hall East, Room 1500, 
Los Angeles, California 90012, Attention: Debt Management Group, (213) 473-7500. Certain capitalized 
terms used herein have the meanings ascribed to such terms in Appendix B - “Glossary of Defined Terms” 
attached hereto. See also Appendix D - “Glossary of System Terms” attached hereto.

PLAN OF FINANCE

Series 2018-A Subordinate Bonds. The proceeds of the Series 2018-A Subordinate Bonds, 
together with certain other amounts from the City, will be used to: (i) finance the construction and 
improvement of the System; (ii) pay all outstanding Wastewater System Commercial Paper Notes in the 
aggregate principal amount of $50,000,000; and (iii) pay certain costs of issuing the Series 2018-A 
Subordinate Bonds.

The City intends to refund all of the currently outstanding Wastewater System Commercial Paper 
Notes in the aggregate principal amount of $50,000,000, by depositing into the debt service fund established 
under the Subordinate General Resolution for the payment of the Wastewater System Commercial Paper 
Notes (the “CP Debt Service Fund”) a portion of the proceeds of the Series 2018-A Subordinate Bonds 
which, together with a contribution of the available moneys for the City representing accrued interest 
payable upon the respective maturities of the Wastewater System Commercial Paper Notes, will be 
sufficient to pay all principal and interest on the Wastewater System Commercial Paper Notes as such 
Wastewater System Commercial Paper Notes mature on their respective maturity dates.

Series 2018-B Subordinate Bonds. The proceeds of the Series 2018-B Subordinate Bonds, 
together with certain other amounts from the City, will be used to: (i) refund the Refunded Bonds (as 
described below); (ii) pay all or a portion of the termination payments in connection with the termination 
of the Swap Agreements (defined herein); and (iii) pay certain costs of issuing the Series 2018-B 
Subordinate Bonds.

The following table sets forth the Refunded Bonds to be refunded with a portion of the proceeds of 
the Series 2018-B Subordinate Bonds.
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Refunded Bonds'

Outstanding
Principal
Amount

Maturity 
(June 1)

Redemption
Date*

Redemption
Priced

Principal to Be 
Refunded CUSIP®Series

Series 2012-D 
Subordinate Bonds

November [15],2032 8280,860,000 $ 100% 544653BT42018

111 Expressed as a percentage of the principal amount.
■2) Neither the City nor the Underwriters are responsible for the selection or uses of these CUS1P numbers, and no representation 

is made as to their correctness on the applicable bonds or as included herein.

In order to effect the refunding of the Refunded Bonds, the Underwriters will wire transfer to U.S. 
Bank National Association (the “Paying Agent for the Refunded Bonds”) monies which will be sufficient 
to pay the principal of and interest on the Refunded Bonds through and including November [15], 2018 and 
to redeem the Refunded Bonds on such date at a redemption price equal to 100% of the principal amount 
of the Refunded Bonds to be redeemed plus accrued interest thereon to the date of redemption, without 
premium, plus all fees and other amounts required to be paid in connection with any redemption.

Upon delivery of the Series 2018-B Subordinate Bonds, the City will pay termination payments to 
the counterparties to the Swap Agreements.

The City intends to issue its Wastewater System Subordinate Revenue Bonds, Variable Rate 
Refunding Series 2018-C (the “Series 2018-C Subordinate Bonds”), the proceeds of which will be used to: 
(i) refund the outstanding portion of the Series 2012-D Subordinate Bonds, not refunded by the Series 2018- 
B Subordinate Bonds; (ii) fund any remaining termination payments with respect to the termination of the 
Swap Agreements; and (iii) pay certain costs of issuing the Series 2018-C Subordinate Bonds. See 
“Financial Operations of the Wastewater System - Anticipated Financings” herein.

Green Bond” Designationii

The City has made a broad commitment to sustainability and is currently developing the One Water 
LA Plan (the “Plan”), which provides for a collaborative approach to develop an integrated framework for 
managing the City’s watersheds, water resources, and water facilities in an environmentally, economically 
and socially beneficial manner through 2040. The City has defined the capital improvements to be financed 
with the proceeds of the Series 2018-A Subordinate Bonds as “Green Projects” based on the environmental 
benefits of these capital facilities. Accordingly, the City is designating the Series 2018-A Subordinate 
Bonds as “Green Bonds.” The terms “Green Project” and “Green Bonds” are neither defined in nor related 
to provisions in the General Resolution or the Subordinate General Resolution. Owners of the Series 2018- 
A Subordinate Bonds do not have any security other than as provided in the Subordinate General Resolution 
nor do such owners ofthe Green Bonds assume any specific project risk related to any of the projects funded 
thereby. The City assumes no obligation to ensure that those projects it has defined as Green Projects 
comply with any legal or other standards or principles that relate to Green Projects.

Use of Proceeds. The particular capital improvements that the City has defined as “Green Projects” 
include wastewater system facilities which support the overall treatment objective of meeting the discharge 
standards in the NPDES (as herein defined) permits, wastewater collection and pumping facilities which 
reduce sewage spills, water recycling projects and air quality projects that support the construction and 
operation of the City’s wastewater system facilities. The City’s existing facilities consist of four wastewater 
treatment plants, a collection system with more than 6,700 miles of mainline sewers, the Hyperion Service 
Area and the Hyperion Water Reclamation Plant. See “The Wastewater System.” Proceeds of the Series

’ Preliminary, subject to change.
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2018-A Subordinate Bonds will be used to fund portions of the Wastewater System Capital Improvement 
Program (the “CIP”), an ongoing, ten-year, capital expenditure program. See “Wastewater System Capital 
Improvement Plan Current Major Projects of the Wastewater Capital Improvement Program.”

Process for Evaluation and Selection. The City’s wastewater operations are subject to regulatory 
requirements relating to the Federal Water Pollution Control Act, as amended (the “Clean Water Act”) as 
well as additional regulations set forth by US EPA, SWRCB, NPDES (each as herein defined) discharge 
permits, among others. See “Regulatory Requirements Affecting Operation of the System.” For current and 
future capital projects, the Bureau of Sanitation is responsible for final decisions relating to Wastewater 
Program costs and priorities. A Program Review Committee (“PRC”) consisting of the Director, Assistant 
Directors, and Chief Financial Officer of the Bureau of Sanitation and the Wastewater Deputy City 
Engineer annually evaluates the CIP and meets monthly to consider any changes affecting the scope, cost, 
schedule, and overall implementation of the program. See “Wastewater System Capital Improvement Plan 
- Current Major Projects of the Wastewater Capital Improvement Program.?s

Management of Proceeds and Reporting. The proceeds of the Series 2018-A Subordinate Bonds 
will be deposited into a segregated account and disbursed to pay the costs of “Green Projects,” as defined 
by the City. The City will file annual updates regarding the use of the proceeds of the Series 2018-A 
Subordinate Bonds on the EMMA website at http://www.emma.msrb.org by December 31 after the end of 
each Fiscal Year until all of the proceeds of the Series 2018-A Subordinate Bonds are expended, at which 
time no further updates will be provided. The information on this website is not incorporated herein by this 
reference.

ESTIMATED SOURCES AND USES OF FUNDS

The proceeds of the Series 2018 Bonds, together with certain other amounts, are expected to be 
applied as set forth below:

Series 2018-A 
Subordinate Bonds Subordinate Bonds

Series 2018-B
Total

Estimated Sources of Funds 
Principal Amount 
Premium/Discount 
Cash Deposit by the City

Total

$ $ $

$ $ $

Estimated Uses of Funds
Deposit into Construction Fund 
Deposit into Wastewater System 
Commercial Paper Notes Debt Service 
Fund
Deposit for Refunded Bonds 
Swap Termination Payments 
Costs of Issuance'1'

Total

$ $ $

$ $ $

(1) Includes underwriters’ discount, municipal advisors’ fees and expenses, rating agency fees, issuing and paying agent fees and 
expenses, bond counsel fees and expenses, disclosure counsel fees and expenses, printing costs and other miscellaneous 
expenses.

6
4829-7128-6638.9

http://www.emma.msrb.org


DESCRIPTION OF THE SERIES 2018 BONDS

The Series 2018 Bonds will be dated and will bear interest from their date of delivery. Interest on 
the Series 2018 Bonds will be payable semi-annually on June 1 and December 1, commencing on June 1, 
2019. Interest will be calculated on the basis of a year of 360 days and twelve 30-day months. The Series 
2018 Bonds will be issuable as fully-registered bonds, will matpre in the principal amounts in each year 
(subject to prior redemption), and will bear interest at the respective rates per annum as set forth on the 
inside cover of this Official Statement.

The Series 2018 Bonds will be registered in the name of Cede & Co., as nominee of The Depository 
Trust Company, New York, New York (“DTC”). DTC will act as securities depository for the Series 2018 
Bonds. Ownership interests in the Series 2018 Bonds may be purchased in book-entry form only. So long 
as DTC or its nominee is the Owner of the Series 2018 Bonds, payments of the principal of, redemption 
premium, if any, and interest on the Series 2018 Bonds will be made as described in Appendix G - “Book- 
Entry Only System” attached hereto.

REDEMPTION OF THE SERIES 2018 BONDS*

Redemption of the Series 2018 Bonds

Optional Redemption. The Series 2018-A Subordinate Bonds maturing before June 1,20__are not
subject to redemption before their stated maturities. The Series 2018-A Subordinate Bonds maturing on
and after June 1, 20__are subject to redemption, as a whole or in part as designated by the City, or, absent
such designation, pro rata among maturities and by lot within any one maturity if less than all of the Series 
2018-A Subordinate Bonds of such maturity are to be redeemed, prior to their respective maturity dates, at 
the option of the City, on any date on or after 
amount of the Series 2018-A Subordinate Bonds to be redeemed plus accrued interest thereon to the date 
of redemption, without premium.

at a redemption price equal to the principal1,20

The Series 2018-B Subordinate Bonds maturing before June 1, 20__are not subject to redemption
before their stated maturities. The Series 2018-B Subordinate Bonds maturing on and after June 1, 20_
are subject to redemption, as a whole or in part as designated by the City, or, absent such designation, pro 
rata among maturities and by lot within any one maturity if less than all ofthe Series 2018-B Subordinate 
Bonds of such maturity are to be redeemed, prior to their respective maturity dates, at the option of the City, 
on any date on or after
2018-B Subordinate Bonds to be redeemed plus accrued interest thereon to the date of redemption, without 
premium.

1,20. at a redemption price equal to the principal amount of the Series

Mandatory Sinking Fund Redemption. The Series 2018-A Subordinate Bonds with a stated
maturity date of June 1, 20__ are subject to mandatory sinking fund redemption prior to maturity,
commencing on June 1,20__, and on each June 1 thereafter until maturity, in accordance with the terms of
the following mandatory sinking fund redemption schedule (subject to adjustment in the event of an 
optional redemption of the Series 2018-A Subordinate Bonds, as provided in the Twenty-Fourth 
Supplemental Resolution):

* Preliminary, subject to change.
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Series 2018-A Term Bonds Maturing June 1,20__

Redemption Date 
(June 1) Principal Amount

20 $
20
20
20
20___(maturity)

Selection of Series 2018 Bonds for Redemption. The Series 2018 Bonds that are subject to 
optional redemption will be selected among such maturities as the City may designate, or, absent such 
designation, shall be redeemed pro rata among maturities. Series 2018 Bonds, may be redeemed by lot 
within any one maturity in any manner the City shall deem appropriate.

Notice of Redemption of Series 2018 Bonds

At least 20 days and no more than 60 days before each date of redemption, the City will give notice 
by electronic means of communication to each registered owner of a Series 2018 Bond to be redeemed at 
the owner’s registered address. So long as DTC is the registered owner of Series 2018 Bonds to be 
redeemed, notice of redemption shall be sent to DTC. Failure to give any required notice of redemption 
will not affect the validity of the call for redemption of any Series 2018 Bond in respect of which no failure 
occurs.

The notice of redemption will (i) specify the Series 2018 Bonds to be redeemed, the redemption 
date, the redemption prices and the place or places where amounts due upon such redemption will be 
payable and, if less than all of the Series 2018 Bonds of a Series are to be redeemed, the numbers of the 
Series 2018 Bonds, and the portions of Series 2018 Bonds, to be redeemed; (ii) state any condition to such 
redemption; and (iii) state that on the redemption date, and upon the satisfaction of any such condition, the 
Series 2018 Bonds to be redeemed shall cease to bear interest. If at any time the Series 2018 Bonds are no 
longer book-entry bonds, such notice of redemption will further contain the following information: (i) the 
CUSIP numbers of all Series 2018 Bonds or portions thereof being redeemed; (ii) the date of original 
issuance of the Series 2018 Bonds; (iii) the rate of interest borne by the Series 2018 Bonds being redeemed; 
(iv) the maturity date of the Series 2018 Bonds being redeemed; (v) the redemption price or, if applicable, 
a description of the mechanism or method for determining the redemption price; and (vi) any other 
descriptive information to identify accurately the Series 2018 Bonds or portions thereof being redeemed.

Any notice of redemption may be conditional, other than notice of redemption from mandatory 
sinking fund payments, and may be rescinded by written notice given by the City. Upon such rescission, 
the City shall give notice of such rescission in the same manner, and to the same persons, as notice of such 
redemption was given. Any optional redemption of the Series 2018 Bonds and notice thereof will be 
rescinded and cancelled if for any reason on the date fixed for redemption moneys are not available and 
held in trust for such purpose in an amount sufficient to pay in full on such date the principal of, interest, 
and any premium due on such Series 2018 Bonds called for redemption.

Effect of Redemption of Series 2018 Bonds

On the date designated for redemption, notice having been given in the manner and under the 
conditions provided in the Subordinate General Resolution and moneys for payment of the redemption price 
being held in trust to pay the redemption price, the Series 2018 Bonds called for redemption shall become
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due and payable, interest on such Series 2018 Bonds shall cease to accrue, such Series 2018 Bonds shall 
cease to be entitled to any lien, benefit or security under the Subordinate General Resolution and the owners 
of such Series 2018 Bonds shall have no rights in respect thereof except to receive payment of the 
redemption price.

SECURITY AND SOURCES OF PAYMENT FOR 
THE SERIES 2018 BONDS

Sources of Payment

All Revenues received by the City from the ownership and operation of the System (less billing 
and collection fees paid to the Department of Water and Power (“DWP”)) are deposited, after collection, 
into the SCM Fund held by the City Treasurer. The SCM Fund has been operated as a special fund of the 
City since it was created by an ordinance adopted by the City Council in 1970. For the City’s internal 
purposes, the City has also created a SCM Fund and a Sewer Capital Fund into which amounts from the 
Sewer Construction and Maintenance Fund may be transferred, and the City may create other funds into 
which Revenues are deposited or held. All of such funds are collectively referred to as the “SCM Fund,” 
and amounts in all of such funds will be held and used as the SCM Fund. All expenditures related to the 
construction, operation, maintenance and repair of the System are accounted for in the SCM Fund. Audited 
financial statements of the SCM Fund for the Fiscal Years ended June 30, 2017 and 2016 are attached as 
Appendix E hereto. The City is required to prepare annually audited financial statements of the SCM Fund.

“Revenues” means all revenues of the SCM Fund and revenues otherwise attributable to the System, 
including, but not limited to, those revenues currently arising as a result of the imposition of sewer service 
charges, industrial waste surcharge and inspection fees, sewage disposal contract charges, sewerage facility 
charges and bonded sewer fees and all other income and receipts derived by the City from the ownership 
or operation of the System or arising from the System and including amounts attributable to extensions, 
additions and improvements to the System and all other amounts received by the City in payment for 
providing wastewater collection, treatment and/or disposal services; and all earnings received from the 
investment of the SCM Fund, the Debt Service Fund (as defined in the General Resolution), the Reserve 
Fund (as defined in the General Resolution) and the Emergency Fund (as defined in the General 
Resolution); and all earnings received on the Debt Service Fund created under the Subordinate General 
Resolution, provided, however, that Revenues do not include:

(i) any amount received from the levy or collection of taxes;

(ii) amounts received under contracts or agreements with governmental or private entities and
designated for capital costs;

moneys received as grants from the United States of America or from the State of 
California or other political bodies;

(iii)

(iv) earnings on the Construction Funds and earnings on the Construction Funds (as defined in
the General Resolution);

(v) the proceeds of borrowings; and

(vi) proceeds of insurance.
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Subordinate Pledge of Revenues

To secure the payment of all Subordinate Bonds issued pursuant to the terms of the Subordinate 
General Resolution, the City has pledged, placed a second lien upon and assigned to the Owners of the 
Subordinate Bonds (1) the Revenues and (2) the Revenues held in the SCM Fund including the earnings on 
such Revenues. The City has previously pledged and assigned the Revenues and granted a lien upon the 
Revenues to secure all Senior Lien Bonds, whenever issued, including Senior Lien Bonds issued subsequent 
to the issuance of Subordinate Bonds (including the Series 2018 Bonds). The pledge, assignment and lien 
on the Revenues granted to secure the Senior Lien Bonds is, in all respects, prior to the pledge, assignment 
and lien granted by the Subordinate General Resolution. The Revenues, including Revenues held in the 
SCM Fund and the earnings on such Revenues, will be used first to pay the Senior Lien Bonds as the same 
become due and make current deposits into the funds held pursuant to the General Resolution before such 
Revenues will be available to pay Subordinate Bonds. This pledge of and lien upon the Revenues will be 
for the equal and proportionate benefit and security of all Subordinate Bonds issued under the terms of the 
Subordinate General Resolution, all of which, regardless of the time or times of their authentication and 
deliveiy or maturity, will be of equal rank without preference, priority or distinction as to lien or otherwise. 
The pledge and lien granted by the Subordinate General Resolution will remain effective for so long as any 
Subordinate Bonds are Outstanding thereunder. Amounts in the Debt Service Fund and Construction Fund 
established for any Series of the Subordinate Bonds are pledged to secure such Subordinate Bonds in 
accordance with the terms of the applicable Supplemental Resolution.

In the Subordinate General Resolution, the City represents and states that except for the pledge 
granted to secure the Senior Lien Bonds, the City has not previously pledged the Revenues or the SCM 
Fund nor created any lien thereon, and the City covenants that, until all the Subordinate Bonds issued under 
the provisions of the Subordinate General Resolution and the interest thereon will have been paid or are 
deemed to have been paid, it will not, except to the extent additional Senior Lien Bonds are issued under 
the terms of the General Resolution, grant any prior or parity pledge of Revenues or the SCM Fund, or 
create or permit to be created any charge or lien on the Revenues ranking prior to or on a parity with the 
charge and lien which secures the Subordinate Bonds issued pursuant to the Subordinate General 
Resolution. The City will not, by the provisions of the Subordinate General Resolution, be restricted or 
limited in its ability to issue additional Senior Lien Bonds, all of which will rank prior to the Subordinate 
Bonds with respect to the pledge of, lien on and assignment of the Revenues. The City may create or permit 
to be created a charge or lien on the Revenues ranking junior and subordinate to the charge and lien which 
secures the Subordinate Bonds issued pursuant to the Subordinate General Resolution.

No Reserve for Subordinate Bonds

No reserve is established for the Subordinate Bonds, including the Series 2018 Bonds. Under the 
terms of the General Resolution, a Reserve Fund is required to be created and funded in an amount equal 
to Maximum Annual Debt Service on all Senior Lien Bonds issued and Outstanding under the General 
Resolution. Moneys held in the Reserve Fund may not be used to pay the principal of, premium, if any, and 
interest on the Series 2018 Bonds.

No Pledge of Refundable Credits

The City previously issued $177,420,000 aggregate principal amount of the Series 2010-A Senior 
Lien Bonds (the “Series 2010-A Senior Lien Bonds”) and designated such bonds as “Build America Bonds” 
under the provisions of the American Recovery and Reinvestment Act of 2009. The City previously issued 
$89,600,000 aggregate principal amount of Wastewater System Revenue Bonds Series 2010-B (the “Series 
2010-B Senior Lien Bonds”) and designated such bonds as “Recovery Zone Economic Development 
Bonds” (together with the Build America Bonds, the “Direct Subsidy Bonds”) under the provisions of the
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American Recovery and Reinvestment Act of 2009. Prior to March 1, 2013, the City received periodic 
payments (“Refundable Credits”) from the United States Treasury equal to 35% of the interest payable on 
the Series 2010-A Senior Lien Bonds and periodic Refundable Credits from the United States Treasury 
equal to 45% of the interest payable on the Series 2010-B Senior Lien Bonds. As a result of the Sequester 
(herein defined) described under “Risk Factors - Effect of Federal Sequestration on Refundable Credits,” 
the City expects to receive an estimated $365,267 reduction in Refundable Credits in connection with the 
Series 2010-A Senior Lien Bonds and the Series 2010-B Senior Lien Bonds for the current federal fiscal 
year ending September 30,2019. Until further action is taken by the United States Congress, Sequestration 
will continue and there could be additional reductions for future years.

The Refundable Credits constitute amounts payable by the Federal government under Section 6431 
of the Code, and which, in the case of the Series 2010-A Senior Lien Bonds, the City has elected to receive 
under Section 54AA(g)(l) of the Code. All of the Refundable Credits received by the City are to be 
deposited upon receipt into the debt service account established with respect to the Series 2010-A Senior 
Lien Bonds and the Series 2010-B Senior Lien Bonds to which they relate, and are pledged to the payment 
of the Series 2010-A Senior Lien Bonds and the Series 2010-B Senior Lien Bonds only. The Refundable 
Credits are not pledged to the payment of the Series 2018 Bonds. On April 25, 2017, the City amended 
each of the Resolutions to provide for an offset to the debt service on the Direct Subsidy Bonds, and a 
corresponding offset to Revenues m the amount of the Refundable Credits. See Amendment to the 
Resolutions Relating to the Refundable Credits” and “Risk Factors - Effect of Federal Sequestration on 
Refundable Credits” herein.

Subordinate Bonds Rate Covenant

The City covenants in the Subordinate General Resolution that it will at all times while any 
Subordinate Bonds remain Outstanding, establish, fix, prescribe and collect rates, fees and charges in 
connection with the use of the System so that Revenues for each Fiscal Year will be at least sufficient to 
pay the following amounts: (1) the interest on and principal of the Outstanding Senior Lien Bonds and 
Subordinate Bonds as they become due and payable; (2) all other payments required for compliance with 
the terms of the Senior Lien Resolution and the Subordinate General Resolution and of any Supplemental 
Resolutions issued thereunder; (3) all other payments to meet any other obligations of the City which are 
charges, liens, or encumbrances upon, or payable from, the Revenues; and (4) all current operation and 
maintenance costs ofthe System (but not including such operation and maintenance costs as are scheduled 
to be paid by the City from moneys other than Revenues, such moneys to be clearly available for such 
purpose). The City further agrees that it will establish, fix, prescribe and collect rates, fees and charges in 
connection with the use of the System so that during each Fiscal Year the Net Revenues are equal to at least 
110 percent of the actual debt service becoming due on Outstanding Senior Lien Bonds and Subordinate 
Bonds in such year provided that for such purposes, the principal amount of Senior Lien Bonds and 
Subordinate Bonds becoming due in such year which is paid from the proceeds of other borrowings shall 
not be included as debt service becoming due in such year.

Additional Subordinate Bonds

As a condition to the issuance of any additional Subordinate Bonds, the City will first be required 
to obtain a certificate or certificates prepared by a Consultant or by Consultants showing that the Net 
Revenues for the immediately preceding Fiscal Year or for any 12 consecutive months out of the 18 
consecutive months immediately preceding the issuance of the proposed Subordinate Bonds were at least 
equal to 110 percent of the Maximum Annual Debt Service for all Senior Lien Bonds and Subordinate 
Bonds which will be Outstanding immediately after issuance of the proposed Subordinate Bonds. For 
purposes of preparing the certificate or certificates described above, the Consultant or Consultants may rely
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upon financial statements prepared by the City that have not been subject to audit by an independent 
certified public accountant if audited financial statements for the Fiscal Year or period are not available.

For purposes of the computations to be made as described in the preceding paragraph, the 
determination of Net Revenues may take into account any increases in rates and charges which relate to the 
System and will take into account any reductions in such rates and charges, which increases or decreases 
have been authorized by the City to be implemented and which will be effective prior to or at the time of 
issuance of such proposed Subordinate Bonds.

Except as described in the last sentence of this paragraph, the certificate or certificates described 
above will not be required if the Subordinate Bonds being issued are for purposes of refunding the 
Outstanding Senior Lien Bonds or Subordinate Bonds, and if at the time of the issuance of such Subordinate 
Bonds, a certificate of an Authorized City Representative will be delivered showing that Maximum Annual 
Debt Service on all Senior Lien Bonds and Subordinate Bonds Outstanding after the issuance of the 
refunding Subordinate Bonds will not exceed Maximum Annual Debt Service on all Senior Lien Bonds and 
Subordinate Bonds Outstanding prior to the issuance of such Subordinate Bonds. The exception provided 
by this paragraph will not apply with respect to Subordinate Bonds not constituting part of a Commercial 
Paper Program issued to refund Subordinate Bonds constituting part of a Commercial Paper Program unless 
the authorized principal amount of the Commercial Paper Program is reduced by an amount equal to the 
Subordinate Bonds refunded.

If any of the Outstanding Series of Subordinate Bonds or Senior Lien Bonds constitutes Variable 
Rate Indebtedness, or if Subordinate Bonds proposed to be issued would constitute Variable Rate 
Indebtedness for purposes of the Subordinate General Resolution only (except as otherwise provided in the 
Subordinate General Resolution), such Subordinate Bonds or Senior Lien Bonds will be assumed to bear 
interest at the rate quoted in The Bond Buyer Revenue Bond Index for the last week of the month preceding 
the date of calculation of Maximum Annual Debt Service, as published in The Bond Buyer, or if that index 
is no longer published, another similar index selected by the City, or if the City fails to select a replacement 
index, an interest rate equal to 80% of the yield for outstanding United States Treasury bonds having an 
equivalent maturity as the then Outstanding Subordinate Bonds or Senior Lien Bonds for which the interest 
rate is to be assumed or having an equivalent maturity as the additional Subordinate Bonds proposed to be 
issued, or if there are no such Treasury bonds having equivalent maturities, 100% of the lowest prevailing 
prime rate of any of the five largest commercial banks in the United States ranked by assets.

Additional Senior Lien Bonds

In addition to the Existing Senior Lien Bonds, the City may authorize one or more other series of 
Additional Senior Lien Bonds which are secured by the pledge of Revenues made under the General 
Resolution equally and ratably with Senior Lien Bonds previously issued. See Appendix C — “Summary of 
Certain Provisions of the Resolutions” attached hereto.

Flow of Funds Under the General Resolution and the Subordinate General Resolution

The SCM Fund. The City has agreed under the General Resolution that so long as any Bonds 
remain Outstanding it will continue to maintain the SCM Fund or another special fund or special funds into 
which all Revenues will be deposited and any and all such funds into which Revenues are deposited by the 
City shall be maintained and the amounts therein held and used as provided in the General Resolution.

Pursuant to the General Resolution, the City has agreed that it will deposit all Revenues (except the 
earnings on the Debt Service Fund (as defined in the General Resolution) created and held under the General 
Resolution and the Reserve Fund (as defined in the General Resolution) created and held under the General
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Resolution for which the special provision is made in the General Resolution and except for the earnings 
on funds created and held under Supplemental Resolutions for which special provision may be made) as 
collected, into the SCM Fund. All Revenues in the SCM Fund shall be held by the City in trust and applied 
as provided in the General Resolution, and pending such application, such amounts shall be subject to a 
lien and charge in favor of the Holders of the Bonds issued and Outstanding under the General Resolution.

Payment of Operation and Maintenance Expenses. Prior to making deposits into the Debt Service 
Fund, Reserve Fund or Emergency Fund, Revenues on deposit to the credit of the SCM Fund will be used 
to pay or provide for the ordinary and reasonable expenses of the operation and maintenance of the System 
when such amounts become due in the ordinary course of business, including, without limitation, refunds, 
the reasonable expenses of management, and repair and other expenses necessary to maintain and preserve 
the System in good repair and working order.

Deposits to the Debt Service Fund, Reserve Fund and Emergency Fund Under the General 
Resolution. On or before the twenty-fifth day of each month, the City must withdraw from the SCM Fund 
an amount sufficient to make the deposits described in (a), (b) and (c) below and to deposit such amount to 
the credit of the following funds and in the priority listed. If in any month available moneys are insufficient 
to make all of such deposits, moneys will be deposited first to the Debt Service Fund and, thereafter, to the 
Reserve Fund and, thereafter, to the Emergency Fund. Deposits from the SCM Fund are required to be 
made as follows:

to the credit of the Debt Service Fund, an amount equal to the Aggregate Accrued Interest 
and Aggregate Accrued Principal for the current calendar month, less any Excess in the fund on the first 
day of the month, plus any Deficiency existing on the first day of such calendar month, plus any amount of 
interest or principal on Bonds which has become due and has not been paid and for which there are 
insufficient funds in the Debt Service Fund or another special fund or account to be used to make such 
payment;

(a)

to the credit of the Reserve Fund, the following amounts, if any: (i) if, as of the most recent 
valuation of the Reserve Fund, the value thereof was less than the Reserve Fund Requirement and the 
amount of such deficiency has not previously been restored, then commencing with the first month of the 
first Fiscal Year following such valuation and continuing until such deficiency has been eliminated (which 
may be by subsequent valuation), one-twelfth of the difference between the Reserve Fund Requirement and 
the value of the Reserve Fund on such valuation date, plus (ii) if any amount has been withdrawn from the 
Reserve Fund during the preceding 12 months to prevent a default on the Bonds or to make a deposit into 
the Rebate Fund and the Reserve Fund has not subsequently been restored to the Reserve Fund 
Requirement, an amount equal to one-twelfth of the amount so withdrawn, plus (iii) if any Bonds have been 
issued during the preceding 12 months and, at the time of such issuance, the City did not deposit into the 
Reserve Fund the full amount necessary to increase the amount in the Reserve Fund to the Reserve Fund 
Requirement and the amount of such deficiency has not previously been deposited into the Reserve Fund, 
an amount equal to one-twelfth of the difference between the Reserve Fund Requirement due upon the 
issuance of such series of Bonds and the amount deposited into the Reserve Fund at the time of issuance;

(b)

and

to the credit of the Emergency Fund, the following amounts, if any: (i) if, as of the most 
recent valuation of the Emergency Fund, the value thereof was less than the Emergency Fund Requirement 
and the amount of such deficiency has not previously been restored then commencing with the first month 
ofthe first Fiscal Year following such valuation and continuing until such deficiency has been eliminated 
(which may be by subsequent valuation), one-twelfth of the difference between the Emergency Fund 
Requirement and the value of the Emergency Fund on such valuation date, plus (ii) if any amount has been 
withdrawn from the Emergency Fund during the preceding 12 months to pay expenses arising from an

(c)
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emergency or a liability claim and the Emergency Fund has not subsequently been restored to the 
Emergency Fund Requirement, one-twelfth of the amount so withdrawn.

Deposit ofRevenues to Funds and Accounts Under the Subordinate General Resolution. So long 
as the requirements set forth below are met, the City may, at any time, as provided by Supplemental 
Resolution, withdraw amounts from the SCM Fund to make deposits to the debt service funds and reserve 
funds created under Supplemental Resolutions or otherwise to make payments or provide for payments on 
Subordinate Bonds, The foregoing provisions are, however, restricted to the extent that no amount will be 
withdrawn from the SCM Fund to make deposits to funds created under Supplemental Resolutions or 
otherwise make payments or provide for payments on Subordinate Bonds unless:

(a) all operation and maintenance expenses are being or have been paid as they become due;

the monthly deposits to be made into the Debt Service Fund, the Reserve Fund and the 
Emergency Fund (each such fund as defined in and held under the General Resolution) for all prior months 
have been made in full and no deficiency exists with respect to the Debt Service Fund under the General 
Resolution;

(b)

the amounts which are or will be required to be deposited into the Debt Service Fund, the 
Reserve Fund and the Emergency Fund (each as defined in the General Resolution) and held under the 
General Resolution during the then current calendar month have been deposited into such funds or such 
amounts are segregated within the SCM Fund to be used to make such deposits prior to the withdrawal or 
use of funds for the purpose of paying or providing for the payment of Subordinate Bonds; and

(c)

after any such withdrawal or segregation as provided in (c) above and after the withdrawal 
for the purpose of paying or providing for the payment of Subordinate Bonds, there will remain in the SCM 
Fund an amount at least equal to the amount reasonably estimated by the City to be needed to provide for 
the System’s operation and maintenance expenses during the next 45 days.

(d)

So long as the conditions (a), (b), (c), and (d) above are met, then the City may at any time and, 
subject to the conditions set forth above, shall, as required by Supplemental Resolutions, withdraw from 
the SCM Fund such amounts as are needed to pay debt service on Subordinate Bonds and fulfill other 
funding requirements contained in Supplemental Resolutions under which Subordinate Bonds have been 
issued.

Moneys Remaining in the SCM Fund. In addition to paying operation and maintenance expenses 
and making the deposits to the Debt Service Fund, Reserve Fund and Emergency Fund, amounts in the 
SCM Fund may, from time to time, be used to pay capital expenses of the System or may be used for any 
other lawful purpose related to the System, but if and only if all of the following conditions are met prior 
to any such withdrawal:

all operation and maintenance expenses are being or have been paid as they become due;(a)

(b) the monthly deposits to be made pursuant to certain provisions of the General Resolution 
for all prior months have been made in full and no Deficiency (as defined in the General Resolution) exists 
with respect to the Debt Service Fund as defined in and created under the General Resolution; and all 
payments to be made to pay or provide for payment of Subordinate Bonds under the terms of Supplemental 
Resolutions which payments have become due have been paid in full and no deficiency then exists in any 
Debt Service Fund or Reserve Fund;
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0) the amounts which are or will be required to be deposited pursuant to certain provisions of 
the General Resolution during the then current calendar month are deposited as provided in the General 
Resolution or such amounts are segregated with the SCM Fund to be used to make such deposits prior to 
the withdrawal or use of funds for other purposes under this paragraph; and all amounts to be paid on the 
Subordinate Bonds or otherwise required under the terms of Supplemental Resolutions to be deposited to 
provide for the payment of Subordinate Bonds during the then current calendar month have been paid or 
deposited or such amounts (which may be an estimated amount deemed appropriate by the City) are 
segregated within the SCM Fund to be used to make such deposits prior to the withdrawal or use of funds 
for other purposes under this paragraph; and

after such withdrawal, there will remain in the SCM Fund an amount at least equal to the 
amount reasonably estimated by the City to be needed to provide for the System’s operation and 
maintenance expenses during the next 45 days.

(d)

Any amounts in the SCM Fund which are not Revenues may be withdrawn al any time and without 
restriction and such amounts may be withdrawn without regard to the requirements of the preceding 
paragraph, it being the intent of the General Resolution and the Subordinate General Resolution, that the 
various funds described in the General Resolution and the Subordinate General Resolution, respectively, 
and the balances required to be maintained in the SCM Fund are to be maintained from the Revenues.

Books and Accounts

The City prepares annual financial statements of the SCM Fund in accordance with generally 
accepted accounting principles which are audited by an independent certified public accountant. See 
Appendix E - “City of Los Angeles Sewer Construction and Maintenance Fund Financial Statements and 
Required Supplementary Information for the Fiscal Years ended June 30,2017 and 2016 (With Independent 
Auditor’s Report Thereon) and Debt Service Compliance Report for the Fiscal Year ended June 30, 2017 
(With Independent Auditor’s Report Thereon)” attached hereto. The City wil 1 make the financial statements 
available for examination by any Bondholder or any Beneficial Owner and will furnish a copy of the 
financial statements to any Bondholder or any Beneficial Owner upon request. The City may charge a fee 
to cover the cost of copying.

The City is also required to prepare and adopt a budget for the SCM Fund annually prior to the 
beginning of the Fiscal Year and a five-year capital plan or capital budget setting forth in reasonable detail 
the amount expected to be expended in each year for capital needs of the System and the purposes for which 
such amounts are expected to be expended.

Operation and Maintenance of the System

The City covenants that it will mainlain and preserve the System in good repair and working order, 
in conformity with standards customarily followed for municipal wastewater systems of like size and 
character. The City also covenants that it will from time to time make all necessary and proper repairs, 
renewals, replacements and substitutions to the properties of the System, so that at all times business carried 
on in connection with the System will and can be properly and advantageously conducted in an efficient 
manner and at reasonable cost.

Emergency Fund

In 1987, the City established an Emergency Fund in connection with the issuance of the initial 
series of Bonds and deposited therein $5 million. The City has never withdrawn money from the Emergency 
Fund and the Emergency Fund is currently funded at its original amount of $5 million. Amounts in the
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Emergency Fund may be used by the City, if other funds are not readily available and sufficient, to pay 
extraordinary and unexpected repair or replacement expenses of the System or liability claims related to 
the System. Amounts will be withdrawn from the Emergency Fund only after delivery to the Treasurer of 
a certificate signed by an Authorized City Representative stating that an extraordinary and unexpected event 
has occurred or that an amount is due as a result of a liability claim, that the expense resulting from such 
event or the claim which is to be paid is in excess of $500,000, that other funds are not readily available to 
pay such expense or claim, and that the expenditure of such funds has been duly authorized in accordance 
with City procedures. The Treasurer will annually, on or about January 15 of each year, and at such other 
times as the City deems appropriate, value the Emergency Fund on the basis of the market value thereof. 
If, upon any valuation of the Emergency Fund, the value thereof is less than the Emergency Fund 
Requirement or if the City withdraws funds from the Emergency Fund and such withdrawal reduces the 
balance in such fund below the Emergency Fund Requirement, then deposits shall be made into the 
Emergency Fund from the SCM Fund as provided in the General Resolution. Such deposits will be made 
after deposits to the Debt Service Fund and Reserve Fund pursuant to the General Resolution and prior to 
the withdrawal or use of funds for the purpose of paying or providing for the payment of Subordinate Bonds. 
See “Security and Sources of Payment for the Series 2018 Bonds - Flow of Funds Under the General 
Resolution and Subordinate General Resolution” herein.

Insurance and Condemnation

The City agrees that it will maintain commercial insurance or provide a self-insurance reserve 
against loss or damage to the System from fire, storm or other causes to the extent that such insurance or 
reserves are customary for sewer systems in metropolitan areas. However, the City is not required to 
maintain insurance against earthquake damage if it determines that earthquake insurance is not available 
on the open market, from reputable companies at a reasonable price. The City does not currently maintain 
earthquake insurance on the System arid does not anticipate obtaining such coverage in the future. The City 
is not required to maintain liability insurance or self-insurance reserves in lieu of liability insurance in any 
period for which the City agrees to hold the SCM Fund harmless from all general, automobile, and public 
liability claims filed during such period.

The City carries commercial insurance with an equipment breakdown limit of $1 billion (policy 
limit) for loss to boiler and machinery, excluding damage caused by earthquake and flood. The deductible 
for this policy is $100,000 and is paid from amounts in the SCM Fund. The City carries all risk property 
coverage with limits of $1 billion for damage to real and personal property, excluding damage caused by 
earthquake and flood. The deductible for this policy is $100,000 which is covered by the SCM Fund. The 
City carries property terrorism coverage with limits of $200 million for certified acts of terrorism. The 
deductible for this policy is $100,000 and is paid from amounts in the SCM Fund.

The General Resolution provides that the proceeds of any property damage insurance will be 
applied to the restoration, replacement or reconstruction of the property or facility lost or damaged, unless 
the City determines that such property or facility is not necessary to the efficient or proper operation of the 
System and therefore determines 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 will be deposited in the SCM Fund and be available for other proper uses of funds 
deposited in the SCM Fund. Proceeds of any liability insurance will be applied by the City in satisfaction 
of the applicable claim. If the City has elected to self-insure its property damage risks, then, unless the City 
determines not to restore, replace or reconstruct such property or facilities, amounts in the self-insurance 
fund will be withdrawn and used to restore, replace or reconstruct the property or facility lost or damaged 
as a result of a casualty for which such fund was created. If the City has elected to self-insure its liability 
risk, then amounts in the self-insurance fund of the SCM Fund will be withdrawn and applied in satisfaction 
of claims arising as a result of events for which such fund was created.
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The General Resolution provides that if any property or facilities comprising part of the System 
will be taken through the exercise of the power of eminent domain, the City will 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 that such property or facility is not necessary to the efficient or proper operation of the 
System and therefore determines not to replace such property or facilities. Any proceeds of such award not 
applied to replacement or remaining after such work has been completed will be deposited in the SCM 
Fund and be available for other proper uses of funds deposited in the SCM Fund.

Amendment to the Resolutions Relating to the Refundable Credits

On April 25,2017, the City amended each of the Resolutions to provide for an offset to debt service 
on the Direct Subsidy Bonds and a corresponding offset to Revenues in the amount of the Refundable 
Credits (the amendments being referenced herein as the “Refundable Credits Amendments”). The 
Resolutions, as amended, provide that (i) for the purpose of calculating Maximum Annual Debt Service, in 
determining the amount of interest coming due during any twelve-month period ending June 30 on any 
Series of Subordinate Bonds or Senior Lien Bonds, as applicable, that were issued as Build America Bonds 
or Recovery Zone Economic Development Bonds, such amount shall be reduced by an amount equal to the 
Refundable Credits the City is scheduled to receive with respect to such Subordinate Bonds issued as Direct 
Subsidy Bonds or Senior Lien Bonds issued as Direct Subsidy Bonds, as applicable, during each such 
twelve-month period ending June 30 (and to avoid double counting, an equivalent amount shall be deducted 
from Revenues for the purpose of such calculation); and (ii) with respect to the Rate Covenant, for the 
purpose of calculating actual debt service becoming due on Outstanding Senior Lien Bonds (in the case of 
the amendment to the General Resolution), or Outstanding Senior Lien Bonds and Subordinate Bonds (in 
the case of the amendment to the Subordinate General Resolution), in determining the amount of interest 
coming due during any twelve-month period ending June 30 on any Series of Subordinate Bonds or Senior 
Lien Bonds, as applicable, that were issued as Direct Subsidy Bonds, such amount shall be reduced by an 
amount equal to the Refundable Credits the City is scheduled to receive with respect to Subordinate Bonds 
or Senior Lien Bonds, as applicable, during each such twelve-month period ending June 30 (and to avoid 
double counting, an equivalent amount shall be deducted from Revenues for the purpose of such 
calculation). See Appendix C - “Summary of Certain Provisions of the Resolutions” attached hereto.

THE WASTEWATER SYSTEM

Service Area

The System provides wastewater collection, treatment and disposal services for an area of 
approximately 600 square miles that includes most of the City. The wastewater service area within the Los 
Angeles Basin is determined by natural drainage patterns and does not generally conform to political 
boundaries. Because of the economics associated with gravity flow, parts of the City are served by other 
agencies and the System provides wastewater service for communities outside the boundaries of the 
incorporated City. Areas within the City limits that are not served by the City are served by the Los Angeles 
County Sanitation Districts. See page [21] herein for a map of the System.

Existing Facilities

Treatment Plants. The City's four wastewater treatment plants receive flows from two distinct 
service areas. Central, western and northern areas of the City are tributary to a coastal plant, the Hyperion 
Water Reclamation Plant (“HWRP”), and to two inland plants along the Los Angeles River, the Donald C. 
Tillman Water Reclamation Plant (“DCTWRP”) and the Los Angeles-Glendale Water Reclamation Plant 
(“LAGWRP”). The southern harbor area of the City is tributary to the Terminal Island Water Reclamation
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Plant (“TIWRP”). For ease of reference, the two service areas are referred to herein as the Hyperion System 
and the Terminal Island System.

The following table sets forth the approximate first year of operation, the current design capacities 
and the influent flows ofthe Hyperion System treatment facilities and the Terminal Island System treatment 
facilities:

TABLE 1
EXISTING WASTEWATER TREATMENT FACILITIES

Approximate 
First Year 

of Operation

Current Design 
Capacity 
(mgd)(1)

Average
Flow

Treatment Facility

HYPERION SYSTEM 
I lyperion'3-'
Los Angeles-Glendale(4) 
Tillman—1
Total Hyperion System 

TERMINAL ISLAND SYSTEM 
Terminal Island'5'
TOTAL BOTH SYSTEMS

1923 450 259
1976 20 17
1984 4580

550 321

1935 30 12
333580

Source: Bureau of Sanitation.
:mgd” means million gallons per day.

® These numbers are average flows for Fiscal Year 2017-18.
I’5' This facility utilizes activated sludge secondary treatment.
<41 These facilities utilize activated sludge secondary treatment followed by coagulation, filtration, chlorination and dechlorination. 
-1 This facility utilizes activated sludge secondary treatment and filtration.

CD

Collection System. The Wastewater collection and conveyance system consists of more than 6,700 
miles of mainline sewers, in excess of 100,000 maintenance holes, 44 wastewater pumping plants, and other 
miscellaneous facilities. Sixty-seven percent of the sewers have been in service for 50 years or more with 
the oldest pipes installed about 130 years ago. See “Wastewater System Capital Improvement Program - 
Current Major Projects of the Wastewater System Capital Improvement Program Current Projects - 
Secondary Sewer Renewal Program” herein for a description of the City’s program for replacing portions 
of the Collection System, including renewals of secondary sewers.

The City has 24 pumping plants in the Hyperion System and 20 pumping plants in the Terminal 
Island System, all of which form an integral and essential part of the conveyance system. The collection 
system is designed with redundancy in the form of standby pumps and power supplies. Certain plants are 
provided with storage retention basins or emergency bypass lines to address potential collection failures.

The City’s stormwater collection and conveyance system is separate from the wastewater collection 
and conveyance system. Stormwater is discharged into the Santa Monica Bay and Los Angeles Harbor 
through a series of storm drains and channels. Some dry weather urban runoff is diverted to the wastewater 
collection system for treatment at the HWRP.

Recent Collection System Failures. On July 18, 2016, the North Outfall Sewer (“NOS”), with a 
66 inch diameter, experienced a catastrophic failure near the intersection of 6th Street and Mission Road, 
following the discovery of two sinkholes. The failure resulted in a discharge of approximately 2.6 million 
gallons of wastewater. Stabilizing the situation cost approximately $4.8 million and replacing 250 linear
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feet of pipe cost approximately $8.5 million. A further replacement and realignment of 530 linear feet of 
pipe is expected to cost $8.9 million. The wastewater spill is expected to result in regulatory fines.

On February 17,2017, during heavy rain, a sinkhole developed in the Studio City neighborhood of 
the City. The damaged sewer pipe has been repaired at a cost of approximately $1.6 million.

The Bureau of Sanitation completed Phase I of a closed circuit television (CCTV) inspection of the 
NOS in the Fall of2017. Based on the CCTV inspection, several emergency sewer repairs of damaged NOS 
sections were initiated. As of July 2018, the majority of these emergency projects have been completed and 
two are still in construction. The NOS rehabilitation projects were also re-prioritized based on the results 
of the inspection. An additional phase of CCTV inspection of the NOS and other large size sewers is 
planned. Although the CIP includes projects to rehabilitate major conveyance sewers, no assurance can be 
given that future sewer failures will not occur. See “Wastewater System Capital Improvement Program - 
Current Major Projects of the Wastewater System Capital Improvement Program - Current Projects - 
Secondary Sewer Renewal Program” herein for a description of the City’s program for replacing portions 
of the Collection System, including renewals of secondary sewers.

Hyperion Service Area. The Hyperion service area consists of a series of local, collector and 
interceptor sewers terminating at the HWRP. The seven main interceptor sewers in the Hyperion service 
area are the Central Outfall Sewer (“COS”), the Coastal Interceptor Sewer (“CIS”), the East Central 
Interceptor Sewer (“EC1S”), the Northeast Interceptor Sewer (“NEIS”), the North Central Outfall Sewer 
(“NCOS”), the NOS, and the North Outfall Replacement Sewer (“NORS”).

Hyperion Water Reclamation Plant. The existing TIWRP, designed for an average flow of 450 
mgd, currently treats an average flow of approximately 259 mgd. The 1IWRP has a total wet weather flow 
capacity of 850 mgd. The HWRP provides secondary treatment utilizing the pure oxygen activated sludge 
process. See “Wastewater System Capital Improvement Program - Current Major Projects of the 
Wastewater System Capital Improvement Program” herein.

[Remainder of Page Intentionally Left Blank]
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Donald C. Tillman and Los Angeles-Glendale Water Reclamation Plants. The DCTWRP is 
designed to provide tertiary treatment for an average dry weather flow of 80 mgd and a peak wet weather 
flow of 160 mgd. The purpose of the DCTWRP is to treat all of the wastewater flow from the Additional 
Valley Outfall Relief Sewer (“AVORS”) and the East Valley Interceptor Sewer (“EVIS”), providing flow 
relief for downstream reaches of the interceptor system. The LAGWRP is designed to provide tertiary 
treatment for an average dry weather flow of 20 mgd and a peak wet weather flow of 30 mgd. This plant is 
able to provide flow relief for the NOS interceptor system by treating a portion of the flow from the eastern 
section of the San Fernando Valley and the cities of Burbank and Glendale. Sludge produced by the two 
water reclamation plants is returned to the interceptor system for treatment at the HWRP. In Fiscal Year 
2017-18, the DCTWRP and the LAGWRP returned a total of 7.3 mgd of sludge to the HWRP for treatment.

Terminal Island Service Area and Water Reclamation Plant. The service area for the TIWRP 
consists of the Harbor area of the City located approximately 20 miles south of downtown Los Angeles. 
This area includes the communities of Wilmington and San Pedro, Terminal Island, and a portion of Harbor 
City. As it is geographically isolated from the rest of the City, this area requires a separate collection, 
treatment and disposal system. The TIWRP is designed to treat an average dry weather flow of 30 mgd 
and a peak wet weather flow of 55 mgd. The TIWRP has provided tertiary treatment since December 1996. 
The TIWRP also contains advanced wastewater purification facilities that use microfiltration and reverse 
osmosis to recycle eleven mgd of wastewater. Reclaimed water from the TIWRP is sold to DWP, which 
then sells the water for its own account.

System Wastewater Flow

The following table sets forth the System wastewater flows for Fiscal Years 2008-2009 through 
2017-18 for each treatment plant. The overall decrease in wastewater flow over the last decade is 
attributable to water conservation efforts. The System’s projected operating results set forth in Table 22 
include the existing reduction in wastewater and additional annual reductions of 0.37 percent in wastewater 
contributed by the System customers in Fiscal Year 2018-19 and for the remainder ofthe projection period. 
This 0.37 percent annual rate of reduction is reduced from recent historical annual rates of reduction. See 

Financial Operations of the Wastewater System” herein for a description of the effects of the City’s 
conservation efforts.
ii

TABLE 2
HISTORIC WASTEWATER FLOW 
(Amounts in Million Gallons Per Day)

Fiscal Year 
Ended June 30 HWRP LAGWRP DCTWRP TIWRP TOTAL

2009 48314 19 16 397
2010 300 48 1620 384
2011 300 20 38347 16
2012 288 20 46 36814
2013 291 19 47 14 371
2014 279 19 50 15 363
2015 265 18 43 16 342
2016 46252 17 14 329
2017 258 1317 50 338
2018 259 17 45 12 333

Source: Bureau of Sanitation.
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Subscribing Agencies

Universal Terms Contracts. The City currently provides wastewater conveyance, treatment and 
disposal services on a wholesale basis to 20 agencies (the “Agencies”) pursuant to Universal Terms 
Contracts. The Agencies include the cities of Beverly Hills, Burbank, Culver City, El Segundo, Glendale, 
La Canada Flintridge, Long Beach, San Fernando and Santa Monica, the Crescenta Valley Water District, 
the Las Virgenes Municipal Water District, several Los Angeles County Sanitation Districts, the community 
of Marina Del Rey and Universal City. Service charges to the Agencies are based on the costs of the City’s 
amalgamated wastewater facilities, including the costs of the four water reclamation plants, the costs of 
sewers with diameters of 36 inches or larger and of pumping stations and appurtenances connected to those 
sewers, and half the costs of sewers with diameters that are 30 to 36 inches and of the pump stations and 
appurtenances connected to those sewers.

The Universal Terms Contracts include the following key provisions: (i) the Agencies will pay 
shares of the costs of the City’s amalgamated wastewater system facilities regardless of which facilities 
actually treat and convey their wastewater, (ii) the Agencies’ shares of treatment costs will reflect the flow 
and quality of their wastewater, (iii) the Agencies’ shares of conveyance costs will reflect their flows and 
distances to the treatment plants, (iv) the Agencies’ charges will be based on their actual wastewater flow 
and quality, (v) there will be no limitation on the wastewater that an Agency can discharge into the System, 
(vi) the Agencies and the City will share the connection fee income paid by new customers discharging to 
the System, (vii) interest and penalties will be added to late payments by the Agencies, (viii) each Agency 
may have access to a share of the reusable water produced by the City’s water reclamation plants, and (ix) 
the contract will have a thirty-year term, except that the parties may initiate renegotiations after ten years 
for certain changed conditions. All of the Universal Terms Contracts are in effect through 2029. The City 
expects that wastewater service to the Agencies will be extended beyond 2029 pursuant to renegotiated 
contracts in part because of the large economies of scale available in the System, the difficulty associated 
with siting and permitting smaller treatment plants serving just the Agencies, and the high cost of 
connecting the Agencies’ sewer systems to other regional wastewater systems.

Sewage Disposal Contracts. The City also serves nine other agencies (each, an “SDC Entity” and 
together with the Agencies, the “Entities”) on a wholesale basis pursuant to the older Sewage Disposal 
Contracts (“SDCs” and, together with the Universal Terms Contracts, the “Wastewater Service Contracts” 
or “WSC”). The nine SDC Entities operating under the older SDCs account for 0.3 mgd, which is 0.07% 
of the 29 Entities’ total average flow in Fiscal Year 2017-18. These customers include the Veteran’s 
Administration and several small SDC Entities. Although each SDC varies somewhat as to its terms and 
conditions, in general each SDC requires payment of operation and maintenance expenses and capital costs 
attributable to those components of the sewer system used by the SDC Entity. See “Financial Operations 
of the Wastewater System - Sewer Rates and Revenues - Wastewater Service Contracts’'’ herein for a 
description of Revenues relating thereto.

Flow Contributed by the Entities. The Entities contributed approximately 14 percent of the System 
flow in Fiscal Year 2017-18. The five largest Entities (Beverly Hills, Culver City, Glendale, Los Angeles 
County Sanitation District Number 4, and Santa Monica) accounted for approximately 79 percent of the 29 
Entities’ total flow. The next five largest Entities accounted for approximately 14 percent of the Entities’ 
total flow. The following table sets forth the largest Entities and the flow contributed by each.
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TABLE 3
MAJOR SUBSCRIBING ENTITIES AND FLOW CONTRIBUTED

Fiscal Year 2017-18

Actual Flow 
(mgd)*1*Entities

Glendale 
Santa Monica
Los Angeles County Sanitation District #4 
Culver City 
Beverly Hills 
San Fernando
Crescenta Valley Water District 
El Segundo 
Marina Del Rey 
Universal City
Los Angeles County Sanitation District #5 
Burbank^
Los Angeles County Sanitation District #16 
Las Virgenes Municipal Water District 
Veterans Administration 
Los Angeles County Sanitation District #9 
All Others

13.30
11.32
3.80
3.62
3.58
1.54
1.46
1.40
1.27
0.78
0.66
0.51
0.40
0.34
0.26
0.24
0.44

Total 44.92

Source: Bureau of Sanitation. 
u) “mgd” means million gallons per day.

Reflects the flow that was used in billing the City of Burbank for its wastewater service. However, 
this amount may be revised due to flow monitoring issues that are still being resolved. An 
independent consultant has prepared a report evaluating the monitoring issues. The City and the City 
of Burbank will begin negotiations in determining the net flow from the City of Burbank that will 
be used in billing in the City of Burbank.

Other Treatment Facilities. The City of Burbank independently owns and operates a wastewater 
treatment facility capable of treating up to 9 mgd of wastewater flow. The remaining flow and the biosolids 
from the City of Burbank’s plant are deposited into the System. The City of Burbank could expand its 
facilities to treat all of the wastewater now produced in the City of Burbank. However, any biosolids 
generated by the City of Burbank could still be discharged to the System for treatment and disposal.

The City of Glendale is responsible for 50 percent ofthe operation and maintenance expenses and 
50 percent of non-expansion related capital improvement costs associated with the LAGWRP that is owned 
and operated by the City. The City is responsible for the remainder of the operation and maintenance 
expenses and non-expansion related capital improvement costs and all expansion related capital 
improvement costs associated with this plant.

Contract Receipts. The following table sets forth WSC cash receipts from the 29 Entities for Fiscal 
Years 2013-14 through 2017-18. These amounts constituted approximately 7% of total System revenues in 
Fiscal Year 2017-18. The City and the City of Burbank have appointed an independent consultant that has 
prepared a report evaluating the disputed flow monitoring issues.
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TABLE 4
SEWER CONSTRUCTION AND MAINTENANCE FUND 

CONTRACTUAL WASTEWATER SERVICES RECEIPTS 
CASH BASIS (UNAUDITED)

(in Thousands)

Fiscal Year Ended June 30Wastewater Service 
Contract Receipts 20182014 2015 2016 2017

S19,975
13,642

Operation and Maintenance 
Capital1-19 

Total®

SI 9,291 
12,153

$18,459
17,703

$18,822 $24,303
24,174 22,343

$42,996 $46,646$31,444 $36,162 $33,617

Source: City of Los Angeles, Department of Public Works - Office of Accounting, from records of the City Controller,
Beginning in 2014, the Entities’ shares of the System’s capital costs have increased as the total capital costs of the System have 
increased. In addition, the proportion of capital costs that were billable to the Entities (i.e., the costs associated with treatment 
and larger conveyance projects) have increased as the City has focused its resources on treatment projects that are billable to the 
Entities rather than the previous emphasis on replacing smaller sewers to meet its CSSA (herein defined) goals. Receipts from 
the Entities were reduced in Fiscal Year 2017-18 because of reduced reconciliation invoices paid by the Entities in Fiscal Year 
2017-18 for service in Fiscal Year 2016-17 and because $11.5 million for the City of Glendale’s share of the cost ofLAGWRP 
was billed too late for the City of Glendale to pay in Fiscal Year 2017-18.

{1'! Total may not equal sum of components due to rounding.

(i)

ORGANIZATION AND MANAGEMENT OF THE SYSTEM

Genera]

The City is the planning agency, owner and operator of the System. The governing body consists 
of the Mayor, who is chief executive of the City, and a 15-member full-time City Council, which is the 
legislative body. The Mayor, the members of the City Council, the City Controller and City Attorney are 
elected officials.

The Board of Public Works manages the Department of Public Works, which administers the City’s 
water pollution control policy and is responsible for operation of the following bureaus: Contract 
Administration, Engineering, Sanitation, Street Lighting and Street Maintenance Services. The Board of 
Public Works is composed of five full-time salaried members appointed by the Mayor for a term of five 
years.

The Board of Public Works advertises and invites proposals for bids, awards contracts for the 
construction of public facilities, and coordinates the issuance of certain activity permits for use of City- 
owned property.

Office of Accounting

The Office of Accounting of the Board of Public Works (the “Office of Accounting”) provides 
accounting and financial services to the Department of Public Works for all of its funds and programs, 
including the SCM Fund and the wastewater program. The Office of Accounting bills and collects revenues 
from grant agencies and recipients of City services, processes appropriation and encumbrance budgetary 
documents, initiates payments to contractors, service providers, other City departments and employees, and 
assures expenditure compliance within appropriations. The Office of Accounting also prepares SCM Fund 
financial reports and statements, analyzes and provides information on accounting and financial matters, 
and operates systems to provide general ledger and cost data to departmental users.
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Bureau of Engineering

The Bureau of Engineering prepares environmental assessments, preliminary designs, final plans 
and specifications and estimates for all storm drains, sewers, wastewater treatment plants, bridges, service 
yards and other public improvements. The Bureau of Engineering handles all contract documents and 
certain contractual relationships for the aforementioned items during construction. The Bureau of 
Engineering acquires rights of way and easements required for the various City projects, negotiates and 
administers short-term rentals of property acquired by the City, sells City-owned properties and examines 
titles and processes title transfers. For major design projects, such as the current Donald C. Tillman 
Advanced Water Purification Facility (the “AWPF”) and the rehabilitation of the NOS, the Bureau of 
Engineering’s staff is augmented through the use of engineering consultants. The City Engineer directs the 
operations of the Bureau of Engineering and is assisted by the Chief Deputy City Engineer and various 
Deputy and Division Engineers.

Bureau of Sanitation

The Bureau of Sanitation is responsible for the operation and maintenance of all facilities required 
for the conveyance, treatment, and disposal of wastewater, including various technical services related to 
wastewater. The Bureau of Sanitation also has responsibility for the collection and disposal of refuse and 
other solid waste and for maintenance of local storm drains.

A Director, Chief Operating Officer, Chief Financial Officer, and four Assistant Directors, who 
together constitute Bureau of Sanitation’s Executive Office, head Bureau of Sanitation. The Chief 
Operating Officer is in charge of the HWRP, DCTWRP, LAGWRP and TIWRP; the Chief Financial Officer 
is in charge of administration and finance; and there are Assistant Directors in charge of the Collection 
System, engineering services and watershed management; Technical Services; Solid Resources Operations; 
and Solid Resources Program Development. The Chief Operating Officer and the Chief Financial Officer 
report directly to the Director.

Wastewater treatment plant operations and maintenance activities are the responsibility of plant 
managers assigned to each of the four treatment plants. The manager of the Wastewater Collection Systems 
Division is responsible for operating the pump stations and for routine and emergency maintenance on both 
the separate sanitary sewer and local storm drain systems. The manager of Wastewater Engineering Service 
Division is responsible for integrated planning for the System.

Technical Services includes five divisions with wastewater functions. The Regulatory Affairs 
Division monitors legislation, renews and updates permits, and serves as liaison with the various regulatory 
agencies on matters affecting the Bureau of Sanitation’s operations and facilities. The Environmental 
Monitoring Division is responsible for treatment plant performance monitoring, water quality monitoring, 
and reporting functions. The Industrial Waste Management Division conducts industrial waste discharge 
ordinance compliance monitoring and enforcement. The Information/Control Systems Division produces 
and maintains the data processing and information control systems. The Industrial Safety and Compliance 
Division develops and implements training and safety programs.

The Financial Management Division handles financial matters including the development and 
implementation of policies and procedures.

Bureau of Contract Administration

General The Bureau of Contract Administration is responsible for administering contracts and 
permits for construction of all public works projects, including providing inspection services at construction
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sites, preparing statements of payments due on contracts, recommending acceptance of public improvement 
projects, and reviewing contractor compliance with affirmative action and minority business enterprise 
requirements on City projects.

Contractor Procurement The City contracts for a variety of services related to the wastewater 
program, including general engineering consulting services, project design, construction management and 
scheduling and construction. The Fiscal Year 2018-19 Capital Program includes approximately 147 
separate projects, which require the procurement of many contractors. Construction contracts are awarded 
by competitive bid and require satisfactory bonds. All firms doing business with the City must show proof 
of insurance in amounts as determined by the City Risk Manager. Required insurance includes but is not 
limited to general liability, automobile liability and worker’s compensation. Additionally, a waiver of 
subrogation is generally required. Any firm doing business with or in the City must comply with the City 
business tax statutes.

WASTEWATER SYSTEM CAPITAL IMPROVEMENT PROGRAM

General

The Wastewater System Capital Improvement Program (the “CIP”) is an ongoing, ten-year, capital 
expenditure program. The general objectives of the CIP are to meet federal and State requirements and City 
policy regarding water pollution control, to provide satisfactory levels of service to users of the System, 
and to maintain the integrity of the System. The CIP currently includes such improvements to the System 
as the installation of major interceptor sewers, the renovation or replacement of other major sewers and 
pumping stations, and the modernization and upgrading of wastewater treatment or reclamation facilities. 
The City estimates that the total non-labor cost for these projects will be approximately $ 1.68 billion during 
the five-year period from Fiscal Years 2018-19 through 2022-23.

[Remainder of Page Intentionally Left Blank]
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Prior Year Expenditures

The following table sets forth the unaudited capital expenditures made by the City for the CIP from 
Fiscal Years 1986-87 through 2017-18.

TABLE 5
WASTEWATER SYSTEM CAPITAL IMPROVEMENT PROGRAM EXPENDITURES 

Fiscal Years 1986-87 through 2017-18n* (Unaudited)
(in Thousands)

Fiscal Year System-Wide 
Collection 

June 30 and Pumping
Wastewater TreatmentEnded Major Capital 

Improvement*4’
Capital
Labort5)Other*3’ Total*6’Hyperion Total

Prior Years*2’ 
2010 
20 ll*7’
2012*7’

$2,179,292
104,190
89,859
57,569
71,938
72,059
67,512

126,622
98,532

146,700

$399,961
21,489
23,618
10,699
6,480

20,520
12,458
50,236
58,160
31,200

$4,518,691
152,867
185,500
98,666

110,684
116,330
138,641
248,038
212,853
238,900

$1,532,948
75,538
67,769
60,402
77,519
74,290
75,547

108,031
107,134
115,069

$6,051,639
228,405
253,269
159.068 
188,203 
190,620 
214,188
356.069 
319,987 
353,969

$1,939,438
27,188
72,023
30,398
32,266
23,751
58,671
71,180
56,161
61,000

$2,339,399
48,677
95,641
41,097
38,746
44,271
71,129

121,416
114,321
92,200

2013
2014
2015
2016
2017
2018

$3,014,273 $634,821 $6,021,170Total $2,372,076 $3,006,897 $2,294,247 $8,315,417

Source: Bureau of Sanitation and Office of Accounting.
*;t Actual expenditures on a cash basis. Includes the costs of issuance for bonds issued to finance capital improvements.
(2J Includes capital improvements from Fiscal Year 1986-87 through 2008- 09.
*3’ Includes LAGWRP, DCTWRP, and TIWRP projects.
*4’ Represents the sum of System-wide collection and pumping expenditures and wastewater treatment expenditures.
*5’ Includes retirement contributions for System staff who work on the CIP. See “Financial Operations of the Wastewater System 

- Retirement and Other Postemployment Benefits Contributions” herein for a description of the System’s contributions, through 
the City, to LACERS.

*6’ Represents the sum of major capital improvement expenditures and capital labor expenditures.
*7’ Capital expenditures in Fiscal Year 2011-12 were reduced from capital expenditures for prior years pending the outcome of the 

rate adjustment process.

Current Major Projects of the Wastewater System Capital Improvement Program

Current Projects. The following projects arc currently included in the CIP and some of the projects 
are expected to be funded in whole or in part from proceeds of the Series 2018-A Subordinate Bonds. The 
cost estimates for these projects that are set forth below may increase and the expected dates of completion 
for these projects may be delayed due to unexpected events, circumstances or conditions. The schedule of 
rate increases that have been approved and the SCM Fund’s bonding capacity are sufficient to fund these 
projects. See Financing Plans for the Wastewater System Capital Improvement Program” herein. 
Portions ofthe projects described below consist of Green Projects to be financed with proceeds of the Series 
2018-A Subordinate Bonds. See “Plan of Finance” herein.

Wastewater Control System Replacement Projects. The City has five projects to replace and 
upgrade the existing distributed control system and supervisory control and data acquisition system at an 
estimated cost of $89 million, of which $21 million remains to be spent. Construction of the projects began 
in January 2012, with completion scheduled by Fiscal Year 2019-20.
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Venice Pumping Plant Dual Force Main. The City is constructing a dual force main to handle the 
peak wet weather flow at the pumping plant. The estimated cost for the construction phase of this project 
is $89 million, of which $61 million remains to be spent. Completion of the project is scheduled in Fiscal 
Year 2020-21.

Secondary Sewer Renewal Program. In addition to the specific projects described above, the City’s 
Secondary Sewer Renewal Program (“SSRP”) will continue to be a large portion of the CIP. The City plans 
to continue the program for the foreseeable future, following the completion of the projects included in the 
Collection System Settlement Agreement (“CSSA”) on June 30, 2014. The majority of these projects will 
be renewals of secondary sewers. The SSRP includes 54 projects to be funded in Fiscal Years 2018-19 
through 2023-24, which projects are projected to cost $181 million.

Clean Water Campus. The City is planning the construction of a “Clean Water Campus” to provide 
office space and parking for Bureau of Sanitation staff currently working in a leased facility. The estimated 
cost for the construction phase of this project is $54 million. The construction phase of the project is 
scheduled to begin in Fiscal Year 2020-21, with completion scheduled in Fiscal Year 2021-22.

Additional Projects. In addition to the above, the City plans to spend $ 1,3 60 million through Fiscal 
Year 2022-23 to fund over 200 additional projects. These projects include sewer rehabilitations, new sewers 
and rehabilitations and process enhancements at the four treatment plants.

Proposed CIP Expenditures. The Bureau of Sanitation annually prepares a Wastewater System 
Capital Improvement Expenditure Program budget for the System, which is included for funding in the 
City’s current adopted budget. The following table sets forth a summary of the proposed CIP expenditures 
for Fiscal Years 2018-19 through 2022-23. See “Financial Operations of the Wastewater System - Water 
Usage - General’ herein. The City continually monitors its revenues and billable wastewater volume and 
adjusts the capital program accordingly.

TABLE 6
SUMMARY OF PROPOSED CAPITAL IMPROVEMENT PROGRAM 

Fiscal Years 2018-19 through 2022-23 
(in Thousands)

Fiscal 
Year 

Ending 
June 30

Major Capital Improvement^
Wastewater
Treatment-2'

Collection and 
Pumping

System
wide

Sub-Total
Non-Labor

Capital
Labor^ Total

$159,300
187,900
184,800
136,400
158,000

$153,800
160,200
135,100
182,500
165,900

$ 329,700
358.700 
330,100 
329,600
328.700

$ 91,400 
92,100 
95,400 
98,900 

102,500

$ 421,100 
450,800
425.500
428.500 
431,200

2019 $16,600
10,600
10,200
10,700
4,800

2020
2021
2022
2023

$826,400 $52,900 $1,676,800 $480,300 $2,157,100$797,500Total

Source: Bureau of Sanitation.
W Estimated,
P) Includes the HWRP, LAGWRP, DCTWRP, and TIWRP projects.
|J| Includes retirement contributions for System staff who work on the CIP. See “Financial Operations of the Wastewater 

System - Retirement and Other Postemployment Benefits Contributions” herein for a description of the System’s contributions, 
through the City, to LACERS (herein defined). Capital Labor does not include non-labor costs such as Expense & Equipment.
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Integrated Resources Plan. In 2006, the City completed an Integrated Resources Plan (“IRP”) for 
the period through Fiscal Year 2019-20 that evaluated the needs of the System in conjunction with water 
reclamation, groundwater recharge, and stormwater management. Some of the projects set forth in the 1RP 
are also projects to be completed pursuant to the City’s CIP. The timing and cost of specific projects 
depends on actual and projected wastewater flow and other factors affecting operation and maintenance. 
Additional projects may be required pursuant to the IRP depending on system flow, regulatory requirements 
and other factors. The IRP proposes c apital improvements in the last three years of the plan (Fiscal Years 
2017-18 through 2019-20) that are currently estimated to cost S150 million. As described above, the CIP 
includes a total of $1.68 billion of capital projects through Fiscal Year 2022-23. The City completed a five- 
year review of the IRP in June, 2012. The review resulted in the delay of certain projects and a reduction 
of capital expenditures due to the decline in wastewater flows. For a discussion of the projected funding 
sources for capital projects pursuant to the IRP, see Financing Plans for the Wastewater System Capital 
Improvement Program” below.

One Water LA Plan, Formerly Known as the Integrated Resources Plan. There are currently two 
phases to the Plan, with Phase 1 consisting of the development of initial planning baselines and the 
establishment of guiding principles and Phase 2 consisting of development of projects and policies for 
coordinated water management and facilities planning citywide, updated facilities plans for stormwater and 
wastewater, and guidance for updates of other future master plans citywide. Phase 1 was completed in 
2015 and Phase 2 has an expected plan launch in fall 2018. Projects and policies developed as part of the 
Plan may result in the deferral or elimination of projects set forth in the IRP.

Program Review

The Bureau of Sanitation is responsible for final decisions relating to Wastewater Program costs 
and priorities. A Program Review Committee (“PRC”) consisting of the Director, Chief Operating Officer, 
Assistant Directors, and Chief Financial Officer of the Bureau of Sanitation and the Wastewater Deputy 
City Engineer annually evaluates the CIP and meets monthly to consider any changes affecting the scope, 
cost, schedule, and overall implementation of the program. From time to time, the City Controller audits 
various departments and bureaus of the City. One such audit of the Bureau of Sanitation, dated January 15, 
2009 (“Controller’s Audit”), found that the Bureau of Sanitation has adequately planned for infrastructure 
needs to serve the City’s wastewater demands and the CIP for the System addresses the facilities needed to 
collect, treat and dispose of the City’s wastewater.

A 2016 Controller’s audit evaluated the Bureau of Sanitation’s recycled water program. The audit 
recommended partnering with DWP in expanding relationships with nearby water districts, pursuing more 
capital funding from the State, increasing the capture of stormwater and upgrading treatment infrastructure.

Financing Plans for the Wastewater System Capital Improvement Program

There are four primary funding sources available for the CIP: (i) System Revenues, (ii) Wastewater 
Service Contracts, (iii) proceeds of debt issuances, and (iv) Federal Emergency Management Agency 
(“FEMA”) and other federal grants and reimbursements.

System Revenues derived from user fees will continue to finance a portion of capital improvements. 
Wastewater service contract capital payments made under agreements or contracts with 29 regional entities 
include reimbursement for certain capital improvements and related engineering and contract 
administration costs. Debt financing (primarily revenue bonds and commercial paper) will provide 
supplemental funds required by the CEP. The City estimates that a total of approximately $1.4 billion of the 
CIP expenditures from Fiscal Years 2018-19 through 2022-23 will be financed through the issuance of 
bonds, notes or other forms of indebtedness.
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The Outstanding Senior Lien Bonds and Subordinate Bonds were issued pursuant to the Charter of 
the City and the Revenue Bond Law of 1941, Pursuant thereto, the voters of the City authorized the issuance 
of wastewater system revenue bonds and notes in an aggregate principal amount of $3.5 billion. The voters 
of the City subsequently approved a new Charter which became effective July 1, 2000. Under the new 
Charter, revenue bonds and notes of the City may be issued in accordance with the Procedural Ordinance 
and without any further authorization by the voters of the City. The Series 2018 Bonds will be issued 
pursuant to the Charter of the City and the Procedural Ordinance.

The City had $95 million aggregate principal amount of outstanding loans from the Clean Water 
State Revolving Fund (the “SRF”) as of August 2018. The City’s existing SRF Clean Water loans will be 
paid through Fiscal Year 2024-25. The SRF Clean Water loans are secured on a basis subordinate to all 
outstanding and hereinafter issued Senior Lien Bonds and the Subordinate Bonds, including Wastewater 
System Commercial Paper Notes.

On July 30, 2018, the City submitted a Letter of Interest (LOI) to the USEPA for Water 
Infrastructure Finance and Innovation Act (“WJFIA”) financing of the AWPF project and three related 
projects at DCTWRP. The project, scheduled to be completed in June 2024, will provide high quality 
recycled water for groundwater recharge. The LOI anticipates WIFIA funding of $176.4 million for the 
project. A State Revolving Fund Loan would provide $27.0 million for the project, with the remaining 
project cost funded by other debt and cash from Revenues.

On January 17, 1994, a 6.7 magnitude earthquake centered in Northridge, California, caused 
widespread damage to commercial and residential structure. Since the earthquake, the SCM Fund had 
systematically made repairs to the parts of the System that were damaged. Much of this work was eligible 
for reimbursement from the Federal Emergency Management Agency (FEMA) and the California Office 
of Emergency Services (CalOES).

During the Fiscal Year 2017-18, the CAO worked on closing out the disaster assistance grant and 
distributed the final installment of funds sent by FEMA/CalOES to the various City departments affected 
by the earthquake. On June 26, 2018, the CAO transferred $3.33 million from the Disaster Trust Fund to 
the SCM Fund. Of this amount, $2.26 million was paid by the State, while the remaining $1.07 million was 
from FEMA. This brings the total revenue collected from FEMA/CalOES to $201.1 million. Since there 
are no further revenues from FEMA and the State, this brings final resolution to the reimbursements 
requests for the costs incurred to repair damages to the System.

[Remainder of Page Intentionally Left Blank]
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The following table sets forth the projected major funding sources for the CIP for Fiscal Years 
2018-19 through 2022-23.

TABLE 7
PROJECTED MAJOR FUNDING SOURCES FOR 

WASTEWATER SYSTEM CAPITAL IMPROVEMENT PROGRAM*1)
(in Thousands)

Fiscal Year Ending June 30
Description 2019 2020 2021 2022 2023 Total

Net Debt Financing*2)
Grants / FEMA*3>
WSC*4) Capital Payments 
System Revenues*5)
Interest Income 
Use of available fund balances 

Total(6)

$299,970 $269,970 $274,970 $284,970 $279,970 $1,409,850

25,865 
136,000 

4,828 
(45,563)

$421,100 $450,800 $425,500 $428,500 $431,200 $2,157,100

9,015
182,000

4,840
(44,625)

35,021
173,000

4,901
(32,092)

27,227
181,000

4,714
(62,411)

16,863
178,000

4,890
(56,223)

113,990
850,000
24,173

(240,913)

Source: Bureau of Sanitation.
(1) Positive amounts represent a draw-down of funds. Negative amounts represent an increase in funds. Amounts attributable in 

each fund vary ffom time to time depending on projects included in the then-current CIP.
® Reflects use of proceeds of Bonds and/or Wastewater System Commercial Paper Notes in the indicated Fiscal Year. See Table 

22 hereof for projected debt financings and assumptions relating thereto.
n> Bureau of Sanitation aggressively pursues grant opportunities, however, to be conservative; those grants are not reflected until 

they have been secured.
■'41 Wastewater Service Contracts.
<5i System Revenues assume rate increases of 4.5% annually beginning in Fiscal Year 2020-21. Rate increases after Fiscal Year 

2020-21 have not yet been approved by the City Council.
*®) Excludes prior fiscal year’s ending fund balance. Total may not equal sum of components due to individual rounding.

FINANCIAL OPERATIONS OF THE WASTEWATER SYSTEM

Sewer Rates and Revenues

General. The City’s user fee system consists of a sewer service charge, industrial wastewater 
surcharge and fees, a sewerage facilities charge, wastewater service contracts and miscellaneous fees, as 
summarized below. The City has approved rates which will increase through Fiscal Year 2020-21. These 
rates and charges were predicated on assumptions of expected volume of wastewater operations. In addition 
to the foregoing fees and charges, the City recovers the cost of System operations and maintenance 
(including replacement) and a portion of major capital expenditures through federal Clean Water and 
FEMA Grants, interest earnings and miscellaneous revenues.

Sewer Service Charge: This charge is based on metered water usage and includes reduced 
rates for low income households and a compensating surcharge for non-low income 
households and commercial customers. Revenues ffom the Sewer Service Charge (“SSC”) 
constitute the largest component of the System’s total operating receipts, having comprised 
over 85.3% of total operating receipts of the System annually from Fiscal Years 2013-14 
through 2017-18. Revenues from the SSC are anticipated to be approximately 81% of 
Revenues for Fiscal Year 2018-19.

Wastewater Service Contracts'. The wastewater service contracts with the Entities provide 
for cost reimbursement of capital and operation and maintenance expenses. Revenues from

31
4829-7128-6638.9



WSC operation and maintenance payments are anticipated to be 7.3 percent of Revenues 
for Fiscal Year 2018-19.

Industrial Wastewater Surcharge and Fees: The Quality Surcharge Fee is designed to 
recover the costs related to suspended solids (“SS”) and biochemical oxygen demand 
(“BOD”) strengths above normal or domestic strength values as well as costs for 
administering and maintaining the surcharge program. Industrial Wastewater Permit 
Application Fees are designed to recover the cost required to process permit applications 
for applicable users. Inspection and Control Fees are designed to recover the costs of 
necessary inspections of permitted users. Significant Industrial User fees recover a portion 
of additional costs incurred in the monitoring and inspection of certain industrial users 
subject to EPA categorical pretreatment requirements. Revenues from industrial 
wastewater surcharge and fees are anticipated to be approximately 2.5 percent of estimated 
Revenues for Fiscal Year 2018-19.

Sewerage Facilities Charge: The Sewerage Facilities Charge (“SFC”) is designed to 
recover the cost of the System capacity required by new sewer connections and increases 
in capacity required by current System users. Revenues from SFC are anticipated to be 
approximately 2.1 percent of Revenues for Fiscal Year 2018-19.

Miscellaneous Fees'. These fees include bonded sewer fees, septage fees, sewer tap fees, 
and other miscellaneous revenue sources.

Pursuant to the Municipal Code of the City, all revenues derived from these user fees and charges 
are deposited into the SCM Fund and expended “only for sewer and sewage-related purposes, including but 
not limited to industrial waste control and water reclamation purposes.” All interest earnings on moneys 
held in the SCM Fund are retained in the Fund. The methodology for developing the fee schedules for the 
above outlined charges is governed in part by the Municipal Code of the City of Los Angeles and the 
SWRCB, acting on behalf of the United States Environmental Protection Agency (“US EPA”).

While the Municipal Code requires that the income from the fees and charges assessed for sewer 
services equal the overall cost of operation, maintenance, coverage and capital improvements of the System, 
the SWRCB and the US EPA impose additional requirements, relating to cost recovery, on specific 
components of the City’s wastewater income structure. In accordance with State and federal guidelines, 
operation and maintenance costs, including renewal and replacement (“OM&R”), are recovered solely from 
the OM&R component of the SSC, the OM&R component of the industrial waste surcharge and inspection 
and control fees, the OM&R component of the significant industrial user fee and the OM&R component of 
the sewage disposal contract fees. Specific revenue calculation requirements and policies for specific 
components of the City’s sewer charges are described below.

Sewer Service Charge. The City currently imposes a SSC based on a rate of $5.11 per 100 cubic 
feet of wastewater discharged into the System. As described below, the City adopted a series of annual 
SSC rate increases effective from April 2012 through Fiscal Year 2020-21. The adopted SSC rate increases 
are expected to provide approximately $1.1 billion in additional revenues from Fiscal Years 2018-19 
through 2027-28 to fund additional capital projects and debt financing relating thereto, taking into account 
the most recent projections of billable wastewater volume. The City previously projected $1.7 billion in 
additional revenues from the adopted rate increases to fund additional capital projects and debt financing 
for the ten-year period from Fiscal Years 2017-18 to 2026-27. The decrease in projected revenues reflect 
reductions in wastewater flow, as well as one fewer adopted future rate increases in the ten year period. It 
is assumed that billable wastewater volume will continue to decrease at a rate of 0.37 percent per year, 
which is equal to the average reduction in the past two years. See Water Usage - General” herein. The
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SSC is expected to provide approximately $626.8 million in revenue for Fiscal Year 2018-19. See 
Projected Statement of Revenues and Expenditures” herein. The Bureau of Sanitation has hired a consultant 
to prepare a wastewater rate study to propose a series of rate increases beginning on July 1, 2021. The 
study is also evaluating possible changes to the rate structure to make SSC revenue less sensitive to decrease 
in wastewater volume.

The following table sets forth the current SSC rate, the annual SSC rate increases adopted by the 
City to be effective on July 1, 2019 and July 1, 2020.

TABLE 8
SEWER SERVICE CHARGE RATE INCREASES

SSC Rate 
($/hcf)

Percentage Increase 
from Prior YearEffective Date

$5.11Current Rate 
July 1,2019 
July 1,2020

6.5%
5.44 6.5
5.80 6.5

The determination of the SSC for residential customers, including multiple family dwellings up to 
four units, is based on winter water usage, which is established annually to determine each residential 
customer’s minimum daily water consumption. Once established, each residential customer’s minimum 
daily water consumption is presumed to closely approximate the sewer discharge and will be used to 
compute the SSC for the ensuing Fiscal Year. Qualifying low-income residential customers receive a 31 
percent discount on the first 1,800 cubic feet of bimonthly wastewater volume. Low-income discounts are 
offset by a 0.84 percent surcharge applied to the base SSC of all other users who do not qualify as low- 
income residential customers and by the City’s General Fund.

The winter water use method does not apply to commercial customers, including multiple family 
dwellings of five or more units, industrial, governmental and other non-residential users, who are billed at 
the rate of $5.11 per 100 cubic feet of 93 percent of total metered water usage effective July 1,2018. The 
default percentage discharge may be adjusted within a range of 90 to 94 percent based on DWP updates to 
its water conservation policies, which currently includes a mandatory water conservation ordinance that 
imposes increased rates on water usage above certain specified levels. Prior to April 6, 2012, the default 
percentage discharge was 90 percent. The default percentage discharge was subsequently increased to 93 
percent to reflect the use of less irrigation water, which resulted in a higher percentage of the metered water 
used entering the sewer. Users whose water does not enter the sewer system are not billed for that water 
usage.

The ten largest customers of the System for Fiscal Year 2017-18 provided approximately 5.7 
percent of the SSC revenue in that year. The following table sets forth the SSC for each of the ten largest 
customers:
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TABLE 9
SEWER SERVICE CHARGE BILLED TO 

TEN LARGEST CUSTOMERS 
Fiscal Year 2017- 2018

Customer TypeUser SSC Billed

City of Los Angeles
Los Angeles Unified School District
County of Los Angeles
Phillips 66 Company
University of California - Los Angeles
Anheuser-Busch, LLC
University of Southern California
Baxalta U.S. Inc.
Park La Brea 
ERP Operating, LP 

Total

$ 7,386,802 
6,454,310 
4,955,747 
4,117,877 
3,223,414 
2,187,432 
1,802,390 
1,311,882 
1,228,492 
1,189,910

Government 
School district 
Government
Petroleum product refiner 
Education 
Brewing company 
Education
Biopharmaceutical Company 
Apartment Complex 
Property maintenance; real estate

$33,858,256

Source: Bureau of Sanitation.

Quality Surcharge Fees, Inspection and Control Fees, Industrial Wastewater Permit Application 
Fees and Significant Industrial User Fees. Pursuant to Section 64.30 of the Municipal Code of the City 
and the Revenue Program Guidelines for Wastewater Agencies published by the SWRCB, Division of 
Water Quality, the City assesses a Quality Surcharge Fee (“QSF”) on users of the wastewater system whose 
wastewater discharge strength, as measured by SS and BOD, is higher than 265 milligrams per liter of BOD 
and/or 275 milligrams per liter of SS (domestic strength). Treatment of “high strength” wastewater results 
in additional operating costs, such as the cost of additional chemicals, power and solids storage capacity 
and final disposal. Since July 1, 2018, the QSF rates have been $0.533/lb for BOD and $0.536/lb for SS.

The City has adopted a series of annual QSF rate increases that will go into effect through Fiscal 
Year 2020-21. The increases from July 1,2018 through July 1,2020 are expected to provide approximately 
$18 million in additional revenues over the next ten years. The QSF is expected to provide approximately 
$10.5 million in revenue for Fiscal Year 2018-19. See Projected Statement of Revenues and 
Expenditures” herein.

The current QSF rate and the annual QSF rate increases adopted by the City are set forth in the
following table.

TABLE 10
QUALITY SURCHARGE FEES RATE INCREASES

Percentage 
Increase from 

Prior Year

Percentage 
Increase from 

Prior Year
BOD Rate 

($/pounds of BOD)
SS Rate

($/pounds of SS)Effective Date

$0,533
0.567
0.604

$0,536
0.571
0.608

Current Rate 
July 1,2019 
July 1, 2020

6.5% 6.5%
6.5 6.5

6.56.5

Most of the QSF revenue is attributable to certain large customers of the System. The largest QSF 
revenue contributor in Fiscal Year 2017-18 was Darling International, Inc., with a total surcharge of
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$463,656. Grifols Biologicals, Inc. was the second largest contributor with a total surcharge of $428,230. 
Baxalta US Inc., Juanita’s Foods, and American Linen Supply Company followed with total surcharges of 
$371,113, $277,462 and $176,269 in Fiscal Year 2017-18, respectively. These five customers accounted 
for 9.9 percent of the QSF revenue.

The wastewater strength unit costs applied to QSF customers are also applied to users who 
participate in the low-strength SSC and “zero-based” QSF program. Under this program, users with one or 
both wastewater strength parameters below domestic strength values can petition for a “low-strength” SSC 
rate that includes only the flow component of the unit SSC. These low-strength customers are then billed 
for the strength component of the SSC by paying a “zero-based” QSF equal to the treatment cost for the 
actual concentrations of BOD and SS in their discharge.

The current “low-strength” SSC rate and the annual “low-strength” SSC rate increases adopted by 
the City through Fiscal Year 2020-21 are set forth in the following table.

TABLE 11
“LOW-STRENGTH” SSC RATE INCREASES

“Low-Strength” 
SSC Rate ($/hcf)

Percentage Increase 
From Prior YearEffective Date

$3,546
3.777
4.022

Current Rate 
July 1,2019 
July 1,2020

6.5%
6.5
6.5

In addition to the strength charges, when applicable, the City charges three other industrial waste 
related fees, including an Inspection and Control Fee for each industrial user (“IU”) in possession of a valid 
Industrial Wastewater Permit. This fee is designed to recover the cost of inspecting and monitoring IUs and 
is set by ordinance. The Inspection and Control Fee currently ranges ffom $75 to $4,470 per IU per year 
based on the number of site visits that are needed for each class of IUs. The City administers the Industrial 
Waste Source Control Program to reduce the introduction of all regulated pollutants and prevent the 
discharge of all prohibited pollutants into the sewer system. All IUs must obtain permits to discharge into 
the System. For Fiscal Year 2017-18, 16,840 local IUs were permitted to discharge to the System. Permit 
Application Fees are currently $544. The City also has established Significant Industrial User (“S1U”) fees. 
All IUs with discharges in excess of 25,000 gallons per day of process wastewater, and all IUs that are 
subject to the Federal Categorical Pretreatment Standards established by the US EPA regardless of their 
discharge amounts, are classified as SlUs. There are 178 SIUs currently regulated by the City. Existing SIU 
fees range ffom $3,388 to $6,399, depending on the SIU classification. The City has adopted a series of 
annual increases through Fiscal Year 2020-21 for the three fees described in this paragraph. The scheduled 
increases and percentage increase are the same as those set forth in Table 10. The City estimates that the 
QSF, inspection and control fees, permit application fees and SIU fees will account for approximately 2.8 
percent of estimated Revenues for Fiscal Year 2018-19.

The City has implemented a commercial and industrial grease control ordinance, known as the Fats, 
Oils and Grease Control Program (“FOG Control Program”). The goal of this program is to reduce the 
amount of grease that accumulates in sewers, leading to blockages and potential overflows. As of June 30, 
2018, approximately 9,120 food service establishments (“FSEs”) were regulated under the FOG Control 
Program. These businesses are required to obtain an Industrial Wastewater Permit, pay a one-time 
application fee of $544 and pay an annual Inspection and Control Fee of $373.
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As of June 2018, the City also permits and regulates approximately 1,672 dental offices in the City 
to control the potential discharge of certain heavy metals into the sewer system. These offices must obtain 
an Industrial Wastewater Permit and follow best management practices (“BMPs”) for capture of certain 
elements. Dental offices meeting the BMPs are inspected every five years and businesses not complying 
with the BMPs are inspected every year and are subject to higher fees.

Sewerage Facilities Charge. The SFC is a fee collected when a customer is initially connected to 
the City’s sewer system. The “System Buy-In Approach” is used to determine SFCs for new connections 
and increased usage of the System. The parameters used to calculate the SFC are set forth in an ordinance 
adopted by the City Council. These parameters permit charges for wastewater strength to be determined 
separately. A customer’s SFC is based on two measures of wastewater strength, BOD and SS, in addition 
to the customer’s flow. This approach determines the SFC based on flow and strength proportionate to 
shares of the equity of the wastewater system, as originally contributed by the existing system customers. 
The SFC is based on the reproduction cost, less depreciation value of the existing facilities, and the 
applicable portion of wastewater system reserve funds, minus the outstanding debt of the wastewater 
system. Revenue from the SFC is dependent on growth and new construction within the City.

The SFC base rates are currently $344 per 100 gallons per day of flow, $159 per pound per day of 
BOD, and $147 per pound per day of SS. Applying the base rates to the sewage generation factors for 
typical three and four-bedroom single-family residences results in SFCs of $950 and $1,136, respectively.

Pursuant to the Municipal Code of the City, the Board of Public Works is authorized to issue refund 
credits to qualifying SIUs for unused capacity if: (1) the SFC payment was made and the current occupant 
of the property for which the SFC payment was made is an SIU, (2) the SIU is also an owner of the property 
for which the payment was made, (3) the flow from the property is less than the amount for which SFC 
payment was made, (4) the SIU can demonstrate that the reduced amount of flow was caused by the use of 
water conservation practices, pretreatment of discharge, or use of environmentally responsible practices 
and (5) the SIU, at the time of submission of the written claim, is not delinquent in payment of any monies 
owed with respect to sewer, water course and drains charges, including SSCs. The City issued no refund 
credits for Fiscal Year 2017-18 and, as of September 1, 2018, has no authorized future credits. However, 
future credits are possible if additional SIUs are granted refund credits.

Wastewater Service Contracts. The City provides wastewater conveyance, treatment, and disposal 
services to 29 local Entities pursuant to Sewage Disposal Contracts and Universal Terms Contracts 
executed and in force with each Entity. The capital charge component of Wastewater Service Contracts 
payments is not treated as Revenue to the SCM Fund and is not available to pay debt service on the Senior 
Lien Bonds or the Subordinate Bonds, including the Series 2018 Bonds. These contracts generally extend 
through the useful life of the facilities which transport or treat the respective Entity’s wastewater. However, 
all Sewage Disposal Contracts are subject to renegotiation as described below. See “The Wastewater 
System - Subscribing Agencies” herein.

[Remainder of Page Intentionally Left Blank]
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Historical Sewer Rates and Charges

The following table sets forth the City’s SSC, QSF and SFC from Fiscal Years 2013-14 through
2017-18.

TABLE 12
SEWER CONSTRUCTION AND MAINTENANCE FUND RATES AND CHARGES 

Fiscal Years 2013- 2014 through 2017-18

Quality
Surcharge Fees12*

Sewer
Fiscal Year Service 

Ended June 30 Charge(1>(5)

Sewerage Facilities 
Charge

(per 100 gal, avg. flow)(3)

Typical Monthly 
Single Family 

Residential SSC(4)BOD SS

$0,393
0.416
0.441
0.470
0.500

2014 $0,395
0.419
0.444
0.472
0.503

$29.84
31.76
32.57
34.73
33.60

$3.73 $413.00
413.00
413.00
413.00
413.00

2015 3.97
4.232016

2017 4.51
2018 4.80

Source: City of Los Angeles, Bureau of Sanitation.
(1) This charge is based on dollars per 100 cubic feet (hcf or hundred cubic feet) of billable wastewater volume. For residential 

customers, including multiple-family dwellings up to four units, this charge is applied to each customer’s minimum daily water 
usage during the winter water use period. For commercial customers, including multiple family dwellings of five or more units, 
this charge was applied to 93% of total metered water usage. See Sewer Rates and Revenues” herein for a description of 
adjustments to the default percentage discharge for commercial customers through Fiscal Year 2020-21.
The surcharge is based on a rate per pound of BOD or SS in excess of domestic strength wastewater 265 mg/L BOD and 275 
mg/L SS.

(J| Sewerage Facilities Charge includes strength charges.
■4J These figures do not reflect effects of low-income assistance program. Amounts based on average billable wastewater volumes 

of approximately 8.0 hcf per month for Fiscal Years 2013-14 and 2014-15, and 7.7 hcf per month for Fiscal Years 2015-16 and 
2016-17 and 7.0 hcf per month in Fiscal Year 2017-18. The typical charges are higher than shown previously because they are 
now calculated by dividing the billable wastewater volume for single family residential customers by the total number of service 
points rather than by the number of accounts. A service point is a location where wastewater service is provided. There are more 
accounts than service points because a service point can have more than one account as customers discontinue and establish 
service during a year. This results in higher typical charges when the charges are based on service point rather than on accounts.

Sewer Rates and(s) The rates and charges, except for the SFC, will increase each year thereafter until after July 1, 2020. See 
Revenues” herein.

Rate Setting Process

The City is required by the General Resolution to establish rates and charges for the use of the 
System to produce Net Revenues in each year at least equal to 125 percent of actual debt service on all 
Senior Lien Bonds in such year, and by the Subordinate General Resolution to establish rates and charges 
to produce Net Revenues in each year at least equal to 110 percent of actual debt service on Senior Lien 
Bonds and Subordinate Bonds, in such year. The SSC, the QSF, the SFC, Industrial Waste Inspection and 
Control Fees, Bonded Sewer Fees and other miscellaneous fees and charges are established by ordinance 
adopted by a majority vote of the City Council and approved by the Mayor and become effective after a 
posting period of 30 days from the date of its publication.

The Bureau of Sanitation annually reviews the System’s rates and charges as part of the budgetary 
process. The Mayor and City Council may enact rate increases as part of the budgetary process or at any 
time upon recommendation by the Bureau of Sanitation and City Administrative Officer. The Mayor is 
required each year to submit a proposed budget to the City Council by April 20. The proposed budget is 
prepared by the City Administrative Officer and reflects the Mayor’s budget priorities as established by the 
Mayor’s budget policy letter distributed to City departments early in the Fiscal Year.
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The Mayor’s proposed budget is reviewed by the Budget and Finance Committee of the City 
Council, which recommends the proposed budget, with any modification, to the City Council. The City 
Council is required under the City Charter, to adopt the proposed budget, as modified, by June 1. The Mayor 
has five working days after adoption to veto any items modified by the City Council. The City Council then 
has five working days to override by a two-thirds vote any items changed by the Mayor.

The adopted budget is subject to mid-year revisions to reflect passage of the State budget and any 
resulting increases or decreases in State payments to the City, any changes in revenue projections and 
unexpected adjustments in expenditures.

The City has adopted a series of rate increases for the SSC, SFC and QSF that will become effective 
through Fiscal Year 2020-21 without further action by the City. See Sewer Rates and Revenues” herein. 
The City complied with the notice and hearing requirements of Proposition 218 (see “ Proposition 218” 
below) in setting the new rates for the SSC and the Quality Surcharge Fee, the only user fees to which 
Proposition 218 applies.

The City has begun studies of potential future rate increases for the SSC and QSF beginning in 
Fiscal Year 2021-22.

Proposition 218

On November 5, 1996, California voters approved an initiative known as the Right to Vote on 
Taxes Act (“Proposition 218”) that added Articles XIIIC and XII1D to the California Constitution. 
Proposition 218 limits the application of property-related fees and charges and requires them to be 
submitted to property owners for approval or rejection, after notice and public hearing. Proposition 218 also 
extended the initiative power to reducing or repealing local property-related fees and charges, regardless of 
the date such fees and charges were imposed. Fees and charges for sewer, water and refuse collection 
services are excepted from the voter approval provisions of Proposition 218 pursuant to Article XIIID. 
Because water and sewer charges are similarly treated under Article XIIID, the City believes that the 
judicial determinations with respect to water charges, as described below, would also apply to sewer 
charges.

Section 1 of Article XIIIC requires majority voter approval for the imposition, extension or increase 
of general taxes and Section 2 thereof requires two thirds voter approval for the imposition, extension or 
increase of special taxes. Section 3 of Article XIIIC expressly extends the initiative power to give voters 
the power to reduce or repeal local taxes, assessments, fees and charges, regardless of the date such taxes, 
assessments, fees or charges were imposed. Section 3 expands the initiative power to include reducing or 
repealing assessments, fees and charges, which had previously been considered administrative rather than 
legislative matters and therefore beyond the initiative power. This extension of the initiative power is not 
limited by the terms of Article XIIIC to fees imposed after November 6, 1996, the effective date of 
Proposition 218, and absent other legal authority could result in the reduction in any existing taxes, 
assessments or fees and charges imposed prior to November 6, 1996.

“Fees” and “charges” are not expressly defined in Article XIIIC or in SB 919, the Proposition 218 
Omnibus Implementation Act enacted in 1997 to prescribe specific procedures and parameters for local 
jurisdictions in complying with Article XIIIC and Article XIIID (“SB 919”). However, on July 24, 2006, 
the California Supreme Court ruled in Bighorn-Desert View Water Agency v. Verjil (Kelley) (the “Bighorn 
Decision”) that charges for ongoing water deliveiy are property-related fees and charges within the meaning 
of Article XIIID and are also fees or charges within the meaning of Section 3 of Article XIIIC. The 
California Supreme Court held that such water service charges may, therefore, be reduced or repealed 
through a local voter initiative pursuant to Section 3 of Article XIIIC.
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In the Bighorn Decision, the California Supreme Court did state that nothing in Section 3 of Article 
XIIIC authorizes initiative measures that impose voter-approval requirements for future increases in fees 
or charges for water delivery. The California Supreme Court stated that water providers may determine 
rates and charges upon proper action of the governing body and that the governing body may increase a 
charge which was not affected by a prior initiative or impose an entirely new charge. The Supreme Court 
further stated in the Bighorn Decision that it was not holding that the initiative power is free of all limitations 
and was not determining whether the initiative power is subject to the statutory provision requiring that 
water service charges be set at a level that will pay debt service on bonded debt and operating expenses. 
Such initiative power could be subject to the limitations imposed on the impairment of contracts under the 
contract clause of the United States Constitution. Additionally, SB 919 provides that the initiative power 
provided for in Proposition 218 “shall not be construed to mean that any owner or beneficial owner of a 
municipal security, purchased before or after [the effective date of Proposition 218] assumes the risk of, or 
in any way consents to, any action by initiative measure that constitutes an impairment of contractual rights” 
protected by the United States Constitution. No assurance can be given that the voters of the City will not, 
in the future, approve initiatives which repeal, reduce or prohibit the future imposition or increase of 
assessments, fees or charges, including the City’s SSC, which are a significant source of Revenues pledged 
to the payment of debt service on Series 2018 Bonds.

Notwithstanding the fact that the SSC may be subject to reduction or repeal by voter initiative 
undertaken pursuant to Section 3 of Article XIIIC, the City has covenanted to establish, fix, prescribe and 
collect rates, fees and charges in connection with the use of the System which meet the requirements of the 
Resolutions and in accordance with applicable law.

Article XIIID defines a “fee” or “charge” as any levy other than an ad valorem tax, special tax, or 
assessment imposed upon a parcel or upon a person as an incident of property ownership, including a user 
fee or charge for a property-related service. A “property-related service” is defined as “a public service 
having a direct relationship to a property ownership.” In the Bighorn Decision, the California Supreme 
Court held that a public water agency’s charges for ongoing water delivery are fees and charges within the 
meaning of Article XIIID, Article XIIID requires that any agency imposing or increasing any property- 
related fee or charge must provide written notice thereof to the record owner of each identified parcel upon 
which such fee or charge is to be imposed and must conduct a public hearing with respect thereto. The 
proposed fee or charge may not be imposed or increased if a majority of owners of the identified parcels 
file written protests against it. As a result, the local government’s ability to increase such fee or charge may 
be limited by a majority protest.

In addition, Article XIIID also includes a number of limitations applicable to existing fees and 
charges including provisions to the effect that (i) revenues derived ffom the fee or charge shall not exceed 
the funds required to provide the property-related service; (ii) such revenues shall not be used for any 
purpose other than that for which the fee or charge was imposed; (iii) the amount of a fee or charge imposed 
upon any parcel or person as an incident of property ownership shall not exceed the proportional cost of the 
service attributable to the parcel; and (iv) no such fee or charge may be imposed for a service unless that 
service is actually used by, or immediately available to, the owner of the property in question. Property- 
related fees or charges based on potential or future use of a service are not permitted.

Further, pursuant to Capistrano Taxpayers Association v. City of San Juan Capistrano, tiered rates 
charged to different classes of customers must be calculated based on the actual costs of providing the 
service. In Capistrano Taxpayers Association, the Court of Appeal held that Proposition 218 requires public 
water agencies to calculate the actual costs of providing water at various levels of usage and that Article 
XIIID, section 6, subdivision (b)(3) of the California Constitution, as interpreted by the California Supreme 
Court in Bighorn provides that water rates must reflect the “cost of service attributable” to a given parcel. 
The Court of Appeal further stated that “[w]hile tiered, or inclined rates that go up progressively in relation
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to usage are perfectly consonant with [A]rticle XIIID, section 6, subdivision (b)(3) and Bighorn, the tiers 
must still correspond to the actual cost of providing service at a given level of usage.”

The City believes that current sewer fees and charges that are subject to Proposition 218 should 
comply with the provisions thereof or are immune from legal challenge and that the City will continue to 
comply with the rate covenant set forth in the General Resolution in conformity with the provisions of 
Article XIIID of the California State Constitution. The City also believes that its sewer connection charges, 
Industrial Wastewater Permit Application Fees, Inspection and Control Fees and Sewerage Facilities 
Charges are not subject to the requirements of Article XIIID. Should it become necessary to increase the 
sewer fees and charges above current levels, the City would be required to comply with the requirements 
of Article XIIID in connection with such proposed increase. No assurance can be given that the voters of 
the City will not, in the future, approve initiatives which repeal, reduce or prohibit the future imposition or 
increase of assessments, fees or charges, including the City’s service fees and charges.

Implementing legislation pertaining to Proposition 218 may be introduced in the State legislature 
from time to time. Moreover, Proposition 218 was adopted as a measure that qualified for the ballot pursuant 
to California’s initiative process. From time to time other initiative measures could be adopted to modify 
Proposition 218. No assurance may be given as to the terms of such legislation or initiatives or their 
potential impact on the various fees and charges that constitute Revenues of the System, however, there 
could be a material negative impact on the City’s ability to collect such Revenues.

On November 2, 2010, voters of the State approved Proposition 26 (“Proposition 26”), which 
amended Article XIHC of the State Constitution to expand the definition of a “tax” so that certain fees and 
charges imposed by governmental entities are subject to approval by two-thirds of each house of the State 
Legislature or approval by local voters, as applicable. Proposition 26 lists several exceptions to such 
definition of “tax”, including property-related fees imposed in accordance with Article XHID (Proposition 
218), reasonable regulatory costs of performing investigations and inspections, and charges imposed as a 
condition of property development. The City believes that Proposition 26 does not apply to any of the User 
Fees imposed by the City because such fees are within various exceptions to Proposition 26.

Water Usage

General. The ability of the System to operate effectively is affected by the water supply for the 
City. DWP’s Los Angeles Aqueduct supply deliveries have, over the years, been reduced to fulfill 
environmental restoration commitments in the Mono Basin and Owens Valley. As a result, DWP has 
increased its purchase of water from The Metropolitan Water District of Southern California (“MWD”), a 
wholesale water supplier for the Southern California region. DWP is working with MWD to develop supply 
reliability for the City and all of MWD’s service area. The adequacy of MWD’s overall future supply 
reliability is dependent upon maintaining the supply of water available to MWD from the Colorado River 
and northern California, through the State Water Project’s California Aqueduct operated by the State of 
California Department of Water Resources (“DWR”) and various projects relating to water conservation, 
recycled water, conjunctive use, water transfers and exchanges, groundwater recovery and seawater 
desalination.

The adequacy of DWP’s water supply is affected by many factors, including but not limited to 
annual snowpack and rainfall, population growth, water use, groundwater basin quality and recharge trends, 
federal and State environmental rules and regulations, environmental restoration commitments, water 
quality, climate change, and area of origin issues. Sustained drought conditions or low water levels could 
adversely affect DWP’s water supply, water rates and demand for water services. Additionally, any natural 
disaster or other physical calamity, including acts of terrorism, earthquake, earth movements, floods, 
extreme weather or gradual climate change, may have the effect of reducing water availability, quality
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and/or distribution capabilities of DWP, impair the financial stability of DWP, affect infrastructure and 
other public improvements and private improvements and the continued habitability and enjoyment of such 
private improvements thus affecting revenues of DWT through damage to the Water System and to the 
economy of the surrounding area. See “Risk Factors - Potential Impact of Drought and Other Risks Relating 
to the Water Supply” herein.

In recent years the State has experienced serious drought conditions. On January 17, 2014, 
Governor Edmund G. Brown, Jr. declared a drought state of emergency, asked residents to reduce their 
water consumption by twenty percent and directed State agencies to take certain actions to ameliorate the 
shortage of water. On May 9, 2016, as a result of persistent severe drought conditions in many areas of the 
State, Governor Brown issued an executive order (the “2016 Executive Order”) that, among other things, 
made permanent many of the temporary conservation measures set forth in the Governor's previous 
executive orders relating to the drought conditions. On April 7, 2017, as a result of the record rain and 
snowfall that have occurred in the State between November 2016 and March 2017, Governor Brown 
declared an end to the drought emergency in California (except with respect to four counties mostly located 
in the State's agricultural Central Valley). However, the conservation measures put in place by the 2016 
Executive Order during the drought will continue.

On October 14, 2014, Los Angeles Mayor Eric Garcetti issued Executive Directive Number Five 
setting a goal of reducing per-capita water use by twenty percent in the City, directing City departments to 
take certain actions to meet the goal, and asking City residents to take certain voluntary actions. At this 
time, the City’s drought control efforts will continue notwithstanding the end to the drought emergency in 
California.

The City previously projected $1.7 billion in additional revenues from its adopted rate increases to 
fund additional capital projects and debt financing for the ten-year period from Fiscal Years 2017-18 to 
2026-27. The decrease in projected revenues reflect reductions in wastewater flow through Fiscal Year 
2017-18. The reduction of wastewater flow due to indoor water conservation has continued in the past two 
years, but at a reduced rate. Future wastewater flow will be affected by water conservation, but also by the 
increased numbers of customers due to continued infill development in the City. It is assumed that the 
wastewater volume contributed by the City’s customers will continue to decrease at 0.37 percent per year 
equal to the average reduction of wastewater flow treated by the City’s water reclamation plants over the 
past two years. No assurance can be provided that the extreme drought conditions experienced in recent 
years will not return. See “Risk Factors - Potential Impact of Drought and Other Risks Relating to the 
Water Supply” herein.

City Water Supply Plan. The City developed the 2015 Urban Water Management Plan (UWMP) 
with the purpose of meeting all future water demands with water supplies under average and dry year 
conditions. The UWMP, updated every' Eve years, is the City’s plan for water supply and guides the 
decision-making process to secure a reliable water supply for the City. In addition to, and building on the 
UWMP and other efforts, the City recently completed the Plan which is a collaborative approach to 
integrated water management and aims to further the many opportunities that exist to integrate efforts and 
programs. The Plan provides a comprehensive strategy consisting of new project, program and policy 
opportunities to manage water in a more integrated, collaborative, and sustainable manner. Both plans 
support the overall City goals for 50% reduction of purchased imported water by 2025, and 50% local water 
supply by 2035.

Number of Service Points and Billable Wastewater Volume

The following table sets forth the number of wastewater system service points that were billed and 
the billable wastewater volume subject to SSC during the past five Fiscal Years. A service point is a
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location where wastewater service is provided. There can be multiple accounts per service point in a single 
year, and multiple service points per account. This data has been restated to more accurately reflect the 
provision of wastewater services to customers. Previously, these figures were calculated based on the 
number of accounts that were billed.

TABLE 13
WASTEWATER SYSTEM SERVICE POINTS AND 

BILLABLE WASTEWATER VOLUME

Number of Service Points 
Fiscal Year Ended June 30

2018(1>2016 2017Customer Class 2014 2015

491,229
70,408
40,982
53,413
3,958

Single Family 
Small Multifamily 
Large Multifamily 
Commercial/Industrial 
All Others

Total Customers

471,533
70,778
40,311
52,655
4,112

480,665 
70,128 
40,491 
52,614 
4,022

644,960 647,920 645,540

476,675
70,583
40,567
53,046
4,089

479,069
70,128
40,280
52,099
3,964

659,990639,389

Billable Wastewater Volume-2) 
Fiscal Year Ended June 30

20182014 2015 2016 2017Customer Class

Single Family(3)
Small Multifarnily(3)
Large Multifamily^ 
Commercial/Industriaf4'
All Others

Total Billable Wastewater Volume-5'

40,440
11,955
39,592
31,037

6,059

45,921 
11,867 
41,391 
33,161 

6,684
141,670 139,024 133,787

44,934
12,108
38,944
32,140

5,661

44,070
11,558
38,879
30,319

6,128

45,520
11,776
45,027
32,448

6,899
130,954 129,083

Source: Bureau of Sanitation.
(1) The number of service points that were billed in Fiscal Year 2017-18 increased from the previous year because of charges from 

prior years that were cancelled and rebilled in Fiscal Year 2017-18.
In thousands of hcf (hundred cubic feet).

(3) Billable wastewater volume for single family and multi-family dwellings of up to four units are based on each residential 
customer’s minimum average daily water consumption during the winter water use, further reduced by a dry weather 
compensation factor.

(4) Billable wastewater volume for large multifamily, commercial industrial and other customers is generally equal to 93 percent 
of total water sales volume. All customers who can demonstrate that the billable wastewater volume is less than 74 percent of 
annual water sales are billed at the lower estimate.

(5) Totals may not equal sum of components due to individual rounding.

The changes m billable wastewater volume ffom Fiscal Years 2013-14 through 2017-18 were 
caused in large part by the success of water conservation measures, which were mandatory beginning 
June 1,2009. See Sewer Rates and Revenues — Sewer Service Charge” herein.

The following table sets forth the projected number of service points and billable wastewater 
volume subject to SSC for Fiscal Years 2018-19 through 2022-23.
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TABLE 14
PROJECTED WASTEWATER SYSTEM SERVICE POINTS AND 

BILLABLE WASTEWATER VOLUME

Number of Service Points 
Fiscal Year Ended June 30

2022 20232019 2020 2021Customer Class

486,783
71,257
40,929
52,938
4,028

488,341
71,485
41,060
53,107

4,041

Single Family 
Small Multifamily 
Large Multifamily 
Commercial/Industrial 
All Others 

Total Customers

483,683 
70,803 
40,668 
52,601 
4,002

651,757 653,843 655,935

485,231
71,030
40,798
52,769
4,015

482,140
70,578
40,538
52,433
3,989

658,034649,678

Billable Wastewater Volume*21 
Fiscal Year Ended June 30

Customer Class*11 2022 202320212019 2020

Single Family*31 
Small Multifamily*31 
Large Multifamily'41 
Commerc ial/lndustrial*41 
All Others'41

Total Billable Wastewater Volume'51

44,026
10,839
37,193
29,967

4,687

44,356
10,920
37,472
30,192

4,723

44,191
10,879
37,332
30,079
4,705

44,687
11,001
37,751
30,417

4,758

44,521 
10,961 
37,611 
30,304 
4,740 

128,137 127,663 127,186 126,712128,614

Source: Bureau of Sanitation.
W Assumes future decline in wastewater volume of 0.37 percent per year due to water conservation equal to the annual reduction 

in the wastewater treated by the City’s water reclamation plants in the past two years.
® In thousands of hcf (hundred cubic feet).
■:i| Billable wastewater volume for single family and multifamily dwellings of up to four units are based on each residential 

customer’s minimum average daily water consumption during the winter water use period, as adjusted by a dry weather 
compensation factor.

';4J Billable wastewater volume is generally equal to 93 percent of total annual water sales volume, subject to adjustment in 
connection with DWP water conservation policy changes. See Sewer Rates and Revenues” for a description of adjustments 
to the default percentage discharge for commercial customers. All customers who can demonstrate that their billable wastewater 
volume is less than 74 percent of annual water sales are billed at the lower estimate.

,5> Totals may not equal sum of components due to individual rounding.

Billing and Collection

Sewer Service Charge. Billing and collection services for the SSC are provided by DWP. With 
some limited exceptions, DWP currently bills residential customers on a bimonthly basis and commercial 
and industrial customers on a monthly basis. DWP prepares bills covering water and electric charges and 
non-DWP charges (such as sewer services, solid resources fee and State and local taxes). A utility project 
charge associated with certain “rate reduction bonds” authorized by Assembly Bill 850, to be issued by the 
Southern California Public Water Authority, will also be included on the bills DWP sends to its customers. 
The charge has not yet been added to the utility bills because of upgrades to the billing system. The utility 
project charge is a separately imposed charge and will not be included in DWP and the Bureau of Sanitation 
revenues.

Payments are posted in the following order: overdue receivables, customer deposits, water charges 
(including the utility project charge associated with the rate reduction bonds), electric charges, State and
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local taxes, sewer service charges, solid resources fees and bulky item fees. DWP transfers projected SSC 
revenue to the SCM Fund on a weekly basis based on expected revenues. The last payment of the month is 
adjusted for the actual revenues received for the month. A monthly billing and collection fee of $248,400 
is also subtracted from one of the weekly payments.

If a customer pays less than the amount billed for a billing period, then the payment is credited to 
the various utility services in the order set forth in the preceding paragraph. Payments received for the next 
billing period are credited first to the services in arrears, in the following order: (1) any required deposits, 
(2) water and electric charges, which are credited proportionally, and (3) the SSC, solid resources fee and 
bulky item fee, which are also credited proportionally. Remaining payments are then credited to the current 
services in the order set forth in the preceding paragraph. This procedure in effect brings any customer’s 
delinquent sewer service charges current, prior to applying payments against current charges, including 
water and electric.

DWP policy for most customers is that when a utility accounts receivable (water or electric) in 
arrears is $ 150 or greater, a late payment charge of 18 percent per annum is applied. When the total accounts 
receivable in arrears reaches $250, a collection procedure is started. The first step in this procedure is a 
“final notice.” This notice is mailed to the customer 20 days after the current bill’s issue date, when the past 
due balance of the account reaches a certain threshold in arrears (varies depending on the customer’s credit 
standing with DWP). This notice provides the customer a ‘last day to pay,’ typically two weeks from the 
date this final notice is issued.

A five-day shut off notice is issued to the customer after the ‘last day to pay’ date, which is 
approximately 37 days from the bill issue date, if the delinquent amount remains over $250. A customer’s 
failure to pay by the conclusion of the five-day period leads to a temporary shut off of water and/or electrical 
service on the first field call. Should the bill remain unpaid ten days after the initial shut off, the water 
and/or electrical service may be permanently discontinued if a follow-up check in the field confirms this 
customer is no longer at the service location.

Certain DWP customers receive water and electric service by means of a master meter which may 
serve multiple dwelling units. Water and electrical service to multiple dwelling unit residences served by a 
master meter may be disconnected for non-payment. In February 1998, DWP implemented the Utility 
Maintenance Program as an alternative to the termination of master-metered service. This program is an 
extension of the existing Rent Escrow Accounts Program. Tenants who participate in the program have the 
option of putting their rent into an escrow trust fund established by the Los Angeles Housing Department 
to maintain utility services until such time as the delinquent bill is paid in full.

Customer accounts where the water and/or electrical service are disconnected due to non-payment 
are monitored by DWP collections personnel. Unless a customer vacates the service location, DWP 
collections personnel will continue to regard the customer’s account as an active account and attempt 
collection of the delinquent amount. Should the customer vacate the service location, a closing bill is 
generated which initiates further collection efforts. An outside collection agency may be used on accounts 
with $10.00 to $4,999.99 outstanding as soon as 45 days after the closing bill is issued. Accounts with 
$5,000.00 or more outstanding are referred to the City Attorney for legal action. If the delinquent amount 
remains outstanding approximately three months after the closing bill has been issued, the amount owed is 
transferred into “write off’, where collection efforts will be maintained for up to four years from the closing 
bill issue date. The four-year period may be extended by up to one year under certain circumstances.

In September 2013, DWP launched a new customer information and billing system, designed and 
implemented by Pricewaterhouse Coopers LLP. Immediately following the launch of the new billing 
system, DWP experienced numerous billing issues in connection with the new system, including, but not
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limited to, (a) the inability to issue bills to customers, (b) the inability to issue accurate bills to customers, 
(c) an increase in estimated bills that were sent to customers where metering information was not available, 
and (d) the inability to generate multiple business reports, including financial reports reflecting DWP’s 
accounts receivable.

As a result of the numerous billing issues, in November 2013, DWP temporarily adjusted its 
collection practices for past due balances until the problems with the new billing syslem could be resolved. 
Delayed billing and reduced collection efforts resulted in customer payments below anticipated levels. 
Commercial collections for past due amounts were recommenced in February 2014 and residential 
collections for past due amounts were recommenced in June 2014, with both efforts focused on collecting 
the higher balances of past due amounts. In an effort to reduce the past due balances, DWP offered a late 
payment penalty waiver to residential customers if such customers’ balances were paid off by the end of 
June 2014.

Additionally, as a result of the problems with the new customer information and billing system, 
several class action lawsuits were instituted against DWP by ratepayers claiming damages to certain of 
billing issues. DWP has reached a settlement in certain of these lawsuits (Case Nos. BC565618, BC571644, 
BC536272, and BC577267), which the court approved. At this point, the majority of customers have 
received their credits and adjustments and DWP is working with a court appointed monitor to complete the 
analysis of the remaining customer accounts and reach compliance with various metrics agreed to by DWP 
to improve customer experience and ensure accurate customer billing.

DWP is the billing agent of the SCM Fund for its SSC revenues. As such, DWP maintains the 
records of all SSC account receivables, both collectible and uncollectible. Included in these records arc the 
SCM Fund uncollectable SSC receivables arising ffom the transition to the new billing system, but are 
waiting to be written off until resolution of the settled lawsuits, and possibly after resolution of DWP’s 
lawsuit filed against Pricewaterhouse Coopers LLP related to the new customer information and billing 
system.

There are two other pending class action lawsuits: (a) Morski v. City of Los Angeles, Case No. BC 
568722 (the “Morski Action”) and (b) Macias, et al. v. City of Los Angeles, Case No. BC 594049 (the 
“Macias Action”). The Morski Action generally alleges that DWP’s practice of tiered billing violates 
applicable City ordinances insofar as DWP bases such tiered billing on anything other than regular actual 
monthly meter reads (“Non-Monthly Tiered Billing”). The Macias Action includes such Non-Monthly 
Tiered Billing claims, and also alleges that DWP violated California’s Bane Act by threatening customers 
with termination of their utility services. Finally, the Macias Action broadly alleges claims that overlap 
with those being settled by DWP in several other class actions. Both cases are in their early stages, and it 
is therefore difficult to estimate the potential financial exposure to DWP.

The total SSC accounts receivable were $93.8 million as of June 30, 2017 and $103.6 million as of
June 30, 2018.

The annual rate adjustment effective July 1, 2015 was mostly offset by a 3.8 percent reduction in 
the billable sewage volume for Fiscal Year 2015-16. This resulted in a 2.0 percent increase in the billed 
SSC revenue. The Fiscal Year 2015-16 revenue remitted by DWP to the System was 7.0 percent higher 
than the Fiscal Year 2014-15 revenue. The five percent difference between the increased billed and remitted 
revenues can therefore be largely attributed to the recovery of accounts receivable ffom years prior to Fiscal 
Year 2015-16, The accounts receivable had increased due to changes in collection practices associated with 
implementation of DWP’s new billing system. The Fiscal Year 2016-17 revenue was $555 million, a 1.0 
percent increase from the actual Fiscal Year 2015-16 revenue. The Fiscal Year 2017-18 revenue of $589 
million was a 6.1 percent increase from Fiscal Year 2016-17. The $627 million revenue in the budget for
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Fiscal Year 2018-19 assumes no further sewage volume reduction from Fiscal Year 2017-18 levels. 
However, since the budget was established, sewage volume has continued to decrease, though at a reduced 
rate from previous years. SSC revenue projections for Fiscal Years 2019-20 to 2022-23 assume a 0.37 
percent annual reduction of sewage volume. The Bureau of Sanitation and DWP continue to work together 
to refine projections of the impact of water conservation on the SSC revenues.

The following table sets forth the SSC budgeted, billed, and collected amounts for Fiscal Years 
2013-14 through 2017-18:

TABLE 15 
SSC REVENUE

BUDGET, BILLINGS, AND REMITTANCE 
Fiscal Year Ending June 30 

(in Thousands)

Billed as a 
Percent of Budget

Remitted as a 
Percent of Billed®Fiscal Year Budgeted Billed Remitted

2014®
2015®
2016®

$542,000
577.000
541.000 
532,395 
561,010

$506,884
530,147
540,717
565,789
594,365

$491,135
513,931
549,943
555,309
589,046

96.9%93.5%
91.9 96.9
99.9 101.7

2017 106.3 98.1
2018 105.9 99.1

Source: Bureau of Sanitation.
<T) DWP’s remittance rate of SSC revenue varies from year to year and may exceed 100% because of differences in average time 

taken by customers to pay their bills and differences in the estimation used to calculate expected revenue versus actual revenue. 
The remittance rate in Fiscal Year 2015-16 reflects collection of accounts receivable in prior years.

'■2> Billings were below budgeted due to the success of water conservation measures and issues from DWP's new billing system, 
i-'j Budgeted revenues in Fiscal Year 2014-15 included an assumption of recovery of $25 million from uncollected Fiscal Year 

2013-14 billings. Billed and remitted revenue increased by 4.6 percent from the previous year, reflecting a 1.9 percent reduction 
in the billable wastewater volume partially offsetting the effect of the annual rate adjustment effective July I, 2014. 

tf) DWP previously halted their collection process once it was determined that there were significant programming issues in their 
new billing system. Remittances in Fiscal Years 2015-16 and 2016-17 reflect collection of prior years’ accounts receivable due 
to resumption of DWP's collections measures consistent with their stated collections policies.

Sewerage Facilities Charge. The SFC is collected along with Bonded Sewer Fees and Tapping 
Fees as part of the building permit and sewer connection permit application procedures. Permits are not 
granted until the SFC payment has been received. The SFC, Bonded Sewer Fees, and Tapping Fees are 
deposited by the Department of Public Works directly into the SCM Fund as received by the City.

Industrial Waste Charges. Billings for QSF, Inspection and Control Fees and SIU Fees are 
prepared by the Bureau of Sanitation, Industrial Waste Management Division. All customers are billed 
quarterly in arrears except for dental offices that are billed annually in advance. Payments are remitted to 
the Department of Public Works and deposited directly into the SCM Fund. All fees that are not paid by 
the end of the month in which they are due become delinquent and a delinquency charge of 2.5 percent of 
the principal balance owed is added to the amount due. The delinquent dates are February 1, May 1, August 
1 and November 1. Delinquent accounts are referred to a collection agency or to the Office of Finance for 
collection activities within 45 days of the delinquent date.

Wastewater Service Contract Charges. Billings under the Universal Terms Contracts and the older 
Sewage Disposal Contracts are prepared annually by the Department of Public Works according to the 
contractual obligation of each Agency or Entity (as described in “The Wastewater System - Subscribing 
Agencies” herein) to pay its contractual share of operation and maintenance (“O&M”) expenses and capital
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costs of the System. Allocations of O&M expenses and capital costs are prepared by the Bureau of 
Sanitation. Under contractual provisions, O&M and capital bills for those Agencies with Universal Terms 
Contracts are payable bimonthly during the year in which they receive service, with a later reconciled bill 
to adjust for actual costs. For other Entities, O&M and capital bills are payable in arrears. Some of the 
Sewage Disposal Contracts do not specify the timing of capital bills and, in nearly all such cases, they are 
billed semiannually in arrears.

The City has certain billed accounts receivable with respect to these charges. The Universal Terms 
Contracts between the City and most Agencies allow the City to collect late payment charges. Late payment 
charges are not authorized under the older contracts, which provide less than one percent of the total billings 
to the Agencies and other Entities. It is the City’s policy to carefully monitor its accounts receivable. If 
payment is not made by the contractual due date, overdue notices are sent and telephone contact made to 
determine why payment was not made. The City has not terminated service when an Entity failed to pay 
these charges because of the essential nature of the service provided to the Entities by the System. In those 
cases where late payments do occur, the City has imposed late charges sufficient to offset any lost revenues 
as a result of such delinquencies.

Labor and Employment

Several City departments and bureaus contribute labor and employee time to the operation of the 
System. See “Organization and Management of the System” herein. The primary labor and employment 
budget for the System is that of the Bureau of Sanitation, whose authorized workforce is as shown in the 
following table:

TABLE 16
BUREAU OF SANITATION AUTHORIZED POSITIONS

Fiscal Year Ending 
June 30

Authorized Number 
of Positions

2015 1,276
1,298
1,331
1,300
1,377

2016
2017
2018
2019

Bureau of Sanitation’s workforce is 99% unionized under a number of separate labor organizations 
that collectively refer to themselves as the Coalition of Los Angeles City Unions as well as the non-coalition 
Engineers and Architects Association. The City has memoranda of understanding that are effective through 
either Fiscal Year 2017-18 or 2018-19 with all unions that are part of Bureau of Sanitation. The System has 
not experienced any work stoppage over the past five years and does not currently anticipate any work 
stoppage. See Appendix A - “Certain Information Regarding the City of Los Angeles- Budget and 
Financial Operations - Labor Relations” attached hereto.

Retirement and Other Postemployment Benefits Contributions

The City’s annual required contribution to the Los Angeles City Employee’s Retirement System 
(“LACERS”) includes amounts related to the retirement benefits and other postemployment healthcare 
benefits (“OPEB”) of City employees who work on the System, which are attributable to the SCM Fund. 
See Appendix A - “Certain Information Regarding the City of Los Angeles - Budget and Financial 
Operations — Labor Relations” attached hereto. Such System-related expenses, including any additional
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amounts relating to the Early Retirement Incentive Program, are first paid from the City’s General Fund 
and subsequently reimbursed from the SCM Fund through application of a Cost Allocation Plan (“CAP”), 
which is subject to approval each year by the Federal government in connection with on-going grant 
compliance procedures. The CAP is based on historical data from the prior two years. Annual OPEB 
amounts attributable to the SCM Fund are included in the retirement calculations for the CAP rates 
applicable to the System.

The System’s percentage share of such costs may increase or decrease from year to year depending 
on, among other things, the number of covered employees attributable to the SCM Fund, the overall number 
of City employees and the retirement benefits accruing to the respective employees. The following table 
sets forth retirement and OPEB contributions from the SCM Fund for Fiscal Years 2013-14 through 2017-
18.

TABLE 17
SEWER CONSTRUCTION AND MAINTENANCE FUND 

RETIREMENT AND OPEB CONTRIBUTIONS

Wastewater System 
Percentage

Total City 
Contribution’1*

Wastewater System 
Contribution’1*Fiscal Year

28,780,215
31,937,635
32,349,557
34,065,441
33,277,267

7.832014 367.772.000
411.509.000
434.639.000
459.400.000
450.813.000

7.762015
7.442016
7.422017
7.382018

Source: City of Los Angeles, Office of the City Administrative Officer.
■ Total City contributions are based on the CAP, which is based on actual historical data that lags by two years 

and is reconciled by an adjustment factor.
(2> Based on the City’s overhead rates for the respective Fiscal Year for budget purposes.

The System’s contribution to the City’s pension and OPEB costs for Fiscal Year 2017-18 is 
expected to be $33,277,267, which is approximately 7.38% of the City’s pension cost and 3.20% of the 
System’s budget. [The City is generally projecting increases to the amount it will contribute to LACERS 
over the next three years.] See Appendix A - “Certain Information Regarding the City of Los Angeles - 
Budget and Financial Operations - Los Angeles City Employees’ Retirement System (“LACERS”)” 
attached hereto for a description of the City’s historical and current projected pension mid OPEB 
contributions. The System’s projected share of the City’s projected contributions to LACERS are included 
in the pro forma statement of financial operations included herein. See Projected Operation and 
Maintenance Expenses” herein.

The City’s current retirement contribution projections, as set forth in Appendix A, are based on, 
among other things, information provided by LACERS’ actuary and LACERS’ current actuarial 
assumptions, which are based on the results of LACERS’ most recent triennial experience study. Actual 
retirement and OPEB costs attributable to the SCM Fund may be more or less than and may vary materially 
from the amounts included in the projections for the System. The System has experienced similar 
fluctuations in expenditures in the past and will make adjustments to revenues and expenditures as 
necessary to address any such changes in expenditures. There can be no assurance that the retirement and 
OPEB costs attributable to the SCM Fund will not materially increase.
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Cash Receipts and Disbursements

The following table sets forth unaudited cash receipts and disbursements of the SCM Fund for 
Fiscal Years 2013-14 through 2017-18.

TABLE 18
SEWER CONSTRUCTION AND MAINTENANCE FUND 

SUMMARY OF OPERATIONS AND DEBT SERVICE COVERAGE 
CASH BASIS (UNAUDITED) (in Thousands)

Fiscal Year Ended June 30

2016 2017 20182014 2015
OPERATING RECEIPTS 

Sewer Service Charge 
Sewerage Facilities Charge 
Industrial Waste Fees® 
Wastewater Service Contracts® 
Interest Income®
Other

$549,943
14,503
18,174
18,822
2,901
3,043

$491,135
12,061
16,222
19,290
2,448
2,592

$513,931
17,194
18,294
18,459

$555,309
18,640
19,607
24,303

3,737
3,066

$589,046
16,468
17,221
19,975
4,700
4,275

1,803
2,960

624,662
11,579

651,685
33,998

Total Operating Receipts 
Non-Operating Revenues® 

TOTAL REVENUES
Less Operating Expenses® 

NET REVENUES

543,748
8,789

572,641
14,373

587,014
283,317

607,386
8,764

616,150
270,233

552,537
286,581

$265,956

636,241
288,730

685,683
308,191

$345,917 $347,511$303,697 $377,492

DEBT
Senior Debt Service 
Subordinate Debt

Wastewater System Commercial Paper Notes 
Variable and Fixed Rate Subordinate Bonds 
State Revolving Fund Loan 

TOTAL DEBT

$ 87,225$ 97,924 $ 82,591$101,423 $106,353

0 093 17 0
79,074
13,605

87,033
13,605

93,170
13,605

106,329
13,605

127,700
13,605

$213,145$202,154 $223,896$190,603 $207,159

$ 75,353 $101,543 $140,352$132,772 $153,596NET REVENUES AFTER DEBT SERVICE

Debt Service®
Senior Debt Service Coverage 
Debt Service Coverage®

NON-OPERATING REVENUES 
Grant Reimbursement 
State Grants - Others 
Wastewater Service Contracts®
FEMA Reimbursement
Interest Income on Bonds- Construction Funds
Total Non-operating Revenues

$199,540 $210,291$176,998 $188,549 $193,554
2.72 2.99 3.25 3.98 4.57
1.50 1.61 1.73 1.80 1.80

$ 8,383 $ 2,467 $ 10,949 $ 4,394 $ 3,884
10 194

12,153
1,224

17,703 24,174 22,343
27,495

13,642
3,330
2,981

80 0

$ 21,760 $ 20,251 $ 23,837$ 35,317 $ 54,232

NON-OPERATING EXPENSES 
Deposits to Escrow Accounts® 

BALANCE AVAILABLE®
$$ 0 0 $ 0$ 0 $ 13,170

$ 97,113 $121,794 $181,414 $177,433$168,089

Source: City of Los Angeles, Office of Accounting. Amounts above were prepared on a cash basis and differ from amounts in the 
Debt Service Compliance Report for the Fiscal Year ended June 30, 2017 (With Independent Auditor’s Report Thereon) attached 
as Appendix E hereto, which were prepared on an accrual basis.

(Footnotes continued on next page.)
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(Footnotes continued from previous page.)

< l'1 Includes Quality Surcharge Fees, Permit Application Fees, Inspection and Control Fees, and SIU Fees.
Operations and maintenance portion of Wastewater Service Contract payments (excluding capital charge component, which is 
not treated as Revenues).

(:’J Interest on all SCM funds except construction funds. Amounts in the SCM Fund are invested separately ffom amounts from the 
City’s General Fund.

I‘,) Includes non-operating revenues considered in the debt service coverage calculation as defined in the Wastewater General 
Resolution. After the April 25, 2017 adoption of the Refundable Credits Amendments, the BABs and RZEDB credits are not 
included in the non-operating revenues considered in the debt service coverage calculation.
Operating expenses for 12-Month Ending on June 30, 2016 and 2017 include SSC refunds of approximately $168k and $209k. 

(6> Excludes SRF loan, which is subordinate to the Senior Lien Bonds, the Subordinate Bonds and the Wastewater System 
Commercial Paper Notes.

<T> This category includes only the capital portion of Wastewater Service Contract payments.
<flJ Release of money in the Debt Service Fund and Reserve Fund in connection with the refunding of certain prior bonds.
(S| Amount represents surplus Revenues equal to the balance of operating and non-operating revenues available for capital costs or 

other purposes. This category does not include prior Fiscal Year’s ending fond balance or interest on all construction funds.

(2)

[Remainder of Page Intentionally Left Blank]
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Sewer Construction and Maintenance Fund Cash Balances

The following table sets forth the cash balances of the Sewer Construction and Maintenance Fund’s 
unrestricted and restricted funds.

TABLE 19
SEWER CONSTRUCTION AND MAINTENANCE FUND 

CASH BALANCES IN ALL FUNDS (UNAUDITED)
(in Thousands)

As of June 30
2017 20182015 20162014

UNRESTRICTED FUNDS
Sewer Construction and Maintenance^ 
Sewer Operation and Maintenance12* 
Sewer Capital'-1 
Construction Funds^

Total Unrestricted Funds

$ $S 75,651 
24,333 
18,424

$ 56,950 
41,535 
31,512

$ 66,217 
45,359 
28,414

$$129,997 $$118,408 $139,990

RESTRICTED FUNDS 
Construction Funds'4'
Reserve Funds-1
Debt Service Funds
Operation and Maintenance Reserve
Insurance and Liability Claims Funds'6'
Emergency Fund
Rebate Funds

Total Restricted Funds

$$151,903
101,944
20,510
37,027

3.000
5.000

$110,364
108,356

19,746
37,099

3.000
5.000

$$252,054
108,407

16,598
36,981

3.000
5.000

366366 366
$319,750 $283,931 $ $$422,406

$438,158 $423,921 $ $$552,403TOTAL FUNDS

Source: City of Los Angeles, Office of Accounting, from records of the City Controller.
(1) All Revenues are deposited into this account.
(2) O&M expenses are paid ffom revenues transferred from the SCM Fund.
':i) Grant receipts and Wastewater Service Contract capital payments are deposited into this account.
'■'i These funds are funded with proceeds of the Senior Lien Bonds, Subordinate Bonds, and Wastewater System Commercial Paper 

Notes. [Consider adding auditors note]
<5) These funds are funded with proceeds of Senior Lien Bonds.
':6:’ Amounts in these funds are restricted by City accounting practices and not by the General Resolution.

Property, Plant and Equipment

The City has consistently invested in its property, plant and equipment. Expenditures for property, 
plant and equipment of the System (at cost) was $8.0 billion in Fiscal Year 2016-17, representing an 
approximate 31 percent increase in investment in the last ten Fiscal Years. Net debt represented 
approximately 67 percent of net plant as of June 30,2017, which is down ffom a high of approximately 71 
percent as of June 30,1992 and up ffom the percentages over most of the last ten years. The following table 
sets forth the City’s expenditures on property, plant and equipment and the balances in the total debt 
attributable thereto for the last ten Fiscal Years.
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TABLE 20
SEWER CONSTRUCTION AND MAINTENANCE FUND 
GROWTH IN PROPERTY, PLANT AND EQUIPMENT 

(in Thousands)

Net Property, 
Plant and 

Equipment 
(depreciated)

Property, 
Plant and 

Equipment 
(at cost)

Net Debt as 
Percent of 
Net Plant

Fiscal Year 
Ended June 30

Total
Debt

Net
Debt^

$2,271,653
2,405,516
2,505,709
2,567,085
2,507,195
2,582,893
2,611,225
2,852,209
2,750,730
2,920,128

$6,063,168 
6,332,843 
6,541,977 
6,684,116 
6,804,411 
7,000,335 
7,176,030
7.415.073
7.660.074 
7,954,118

$3,715,623
3,831,965
3,891,258
3,865,681
3,833,969
3,863,746
3,895,191
3,990,863
4,086,529
4,226,698

$2,182,043
2,306,865
2,409,807
2,459,480
2,404,503
2,484,657
2,509,142
2,744,506
2,641,228
2,817,566

2008 58.73%
60.20
61.93
63.62 
62.72 
64.31 
64.42 
68.77
64.63 
66.66

2009
2010
2011
2012
2013
2014
2015
2016
2017

Source: City of Los Angeles, Office of Accounting.
I1! Total debt net of balances in debt service reserve funds.

Projected Operation and Maintenance Expenses

The following table sets forth the projection of total wastewater system operation and maintenance 
expenses by major service category and expense for Fiscal Years 2018-19 through 2022-23.

TABLE 21
PROJECTED OPERATION AND MAINTENANCE EXPENSES

(in Thousands)

As of June 30
2019 20232020 2021 2022

$ 71,324$ 65,006 $ 67,244 $ 69,281 $ 73,427Conveyance System 
Wastewater Treatment: 

Hyperion System 
Terminal Island System 

Total Treatment 
Departmental Support*1*
City Support Services*2*

Total O&M Expenses'3 '

146,880
23,626

165,637
26,760

151,737
24,355

156,425
25,204

160,965
25,970

$170,506
$106,449

38,670

$176,092
$110,461

27,172

$181,629
$113,755

27,859

$192,397
$120,568

29,231

$186,935
$117,110

28,536
$380,631 $392,524$380,969 $403,905 $415,623

Source: Bureau of Sanitation.
(1) Includes Environmental Monitoring and Regulation, Industrial Waste Management, Wastewater Engineering Services, 

Executive, Administration, Financial Management. Information & Control Systems, and Industrial Safety and Compliance 
Divisions of the Bureau of Sanitation and other Bureau support services such as solid resources management.

® Includes support services from City Departments or Offices outside of the Bureau of Sanitation. Also includes allowances for 
SSC refunds and billing services provided by DWP.

W Total may not equal sum of components due to individual rounding.
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The foregoing projection is based upon City estimates which reflect, as of the date of projection, 
analysis of historical costs, known and expected changes in future service requirements, increased costs 
due to treatment plant modifications and expanded operational procedures, and an overall estimate of future 
price escalation.

Projected Statement of Revenues and Expenditures

The following table sets forth a projected operations statement based on revenue and expenditure 
projections developed by the Bureau of Sanitation. This projected operations statement includes a number 
of assumptions, including that the number of customers will remain approximately the same as it is at this 
time and that sewage volume will decrease at an annual rate of 0.37 percent, which is a smaller annual 
decrease than in previous years. The volume reduction resulted from water conservation measures enacted 
due to the recent drought in the State. The achievement of certain results or other expectations contained 
in the following table involve known and unknown risks, uncertainties and other factors which may cause 
actual results, performance or achievements reflected in the following table to be materially different from 
any future results, performance or achievements expressed or implied by such table. Although, in the 
opinion of the Bureau of Sanitation, such projections are reasonable, there can be no assurance that any or 
all of such projections will be realized or predictive of future results.

[Remainder of Page Intentionally Left Blank]
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TABLE 22
PRO FORMA STATEMENT OF FINANCIAL OPERATIONS 

UNDER INDICATED REVENUE LEVELS 
(in Thousands)

Fiscal Year Ending June 30

20202019 2021 20232022
REVENUES 
Rates As of July 1, 2017 
Increased Rates 

Total User Charges Revenue® 
Other Revenue®

Total Revenue®

$602,944
35,456

$602,038
76,836

$598,728
120,298

$595,744
153,181

$592,538
185,878

638,400
119,416

678,874
109,035

719,026
107,569

748,925
108,958

778,416
109,617

$787,909 $826,595$757,816 $888,033$857,883

EXPENDITURES
Operation & Maintenance Expense®® 
Debt Service 

Senior Lien Bonds
Existing Senior Lien Bonds® 
Additional Senior Lien Bonds® 

Subordinate Bonds
Existing Subordinate Bonds'81 
Series 2018 Bonds®
Series 2018-C Subordinate Bonds'® 
Additional Subordinate Bonds 

Accruals for Subsequent Years'® 
Wastewater System Commercial Paper 
Notes'121
SRF Clean Water Loans 

Operating Reserve'131 
Cash Financing of Construction 
Additions to Minimum Operating Balance 

Total Expenditures'141

$380,969 $392,524$380,631 $415,623$403,905

76,076
35,550

54,628 58,458
15,375

52,758
72,572

86,387
53,4810

138,637
19,015
3,924

117,409 
19,016 
3,909

111,731
19,014
3,916

144,467
9,710
2,125

141,350
19,014
3,916

0 0 00 0
(4,523) 2,267 3,755 2,661 2,979

6,000
13,605

1,424
181,000

(748)

6,000 
13,605 

1,444 
182,000 

(298)
$769,651 $810,848 $849,520 $880,813 $910,963

625 5,123
13,605

6,000
13,605

1,404
178,000

13,605
2,429

136,000
29,954

42
173,000

431 709

Source: Bureau of Sanitation.
Includes increases effective on each of July 1 from Fiscal Years 2018-19 through 2020-21 and assumed 4.5 percent annual 
increases in Fiscal Years 2021-22 and 2022-23. Assumes continued 0.37 percent annual reduction of sewage volume, reflecting 
the average reduction of wastewater flow treated hy the City’s water reclamation plants from Fiscal Years 2015-16 to 2017
18. See Water Usage” and “Risk Factors - Potential Impact of Drought and Other Risks Relating to the Water Supply” 
herein.
Includes revenue from the O&M portion of wastewater service contract payments, the SFC, industrial wastewater fees, interest 
income on all funds except Construction Funds, bonded sewer fees, and miscellaneous revenue. For Fiscal Year 2019-20, 
amounts are less than for the previous year because in Fiscal Year 2019-20 “Other Revenue” includes a credit owed by the 
General Fund for prior overpayment for overhead expenses and an amount for Refundable Credits that will be credited to a 
bond fund in future years.
The increase in the projected revenue for Fiscal Year 2018-19 as compared to the actual revenue for Fiscal Year 2017-18 is 
primarily due to increased service charge revenue following the rate increase effective July 1, 2018 together with the expected 
receipt of the past due service charge revenue from the City of Burbank.
See Table 21 (Projected Operation and Maintenance Expenses) herein for the components of the O&M expense. Includes the 
System’s projected share of the City’s projected contributions to LACERS, based on projected contributions as of June 1,2014. 
See Retirement and Other Postemployment Benefits Contributions” herein.

(Footnotes continued on next page.)

0)

P)

(3)

(9
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(Footnotes continuedfrom previous page.)

The increase in the projected operation and maintenance expense for Fiscal Year 2018-19 as compared to the actual revenue 
for Fiscal Year 2017-18 is primarily due increased reimbursement to the General Fund for services provided to the SCMF, 
expected payout for litigation settlement, and increased salaries.
Represents principal and interest becoming due and payable on all Senior Lien Bonds issued and Outstanding in each Fiscal 
Year, following the refunding of the Refunded Bonds, as offset by the Refundable Credits relating to Direct Subsidy Bonds 
pursuant to a resolution adopted by City Council on April 25, 2017. For Fiscal Year 2018-2019, the Refundable Credits reflect 
an expected reduction of 6.2%, or $365,267 as a result of the Sequester, The effect of Sequestration on Fiscal Years 2019-20 
through 2022-23 is currently unknown and for the purposes of this forecast no reduction is assumed. See “Security and Sources 
of Payment for the Series 2018 Bonds - Amendment to the Resolutions Relating to the Refundable Credits” herein.
Assumes an interest rate of 5.00 percent for additional Senior Lien Bond issuances and 30-year amortization structured against 
existing debt service. Assumes bond issuances funding net construction proceeds of $170 million, $275 million, $285 million, 
$280 million, and $195 million in Fiscal Years 2019-20 through 2023-24, respectively.
Represents principal and interest becoming due and payable on all Existing Subordinate Bonds issued and Outstanding in each 
Fiscal Y ear, following the delivery of the Series 2018-B Subordinate Bonds and the Series 2018-C Subordinate Bonds, and the 
corresponding refunding of the Series 2012-D Subordinate Bonds and termination of the Swap Agreements. See “Plan of 
Finance” and Anticipated Financings” herein.

(9) Includes projected debt service on the 2018-A Subordinate Bonds and Series 2018-B Subordinate Bonds.
0°) Includes projected debt service on the Series 2018-C Subordinate Bonds. Assumes an all-in interest cost of 3.0 percent on the 

Series 2018-C Subordinate Bonds.
(1]) Additional deposits in the Debt Service Fund; amounts are in excess of required monthly principal and interest deposits.
(12) Reflects interest at an assumed annual interest rate of 3.0 percent on projected Wastewater System Commercial Paper Notes. 
'■n! Reflects excess amounts available for deposit into the Operating Reserve.

Total may not equal sum of components due to individual rounding.

(6)

(S)

Outstanding Indebtedness

Senior Lien Bonds and Subordinate Bonds heretofore issued were issued pursuant to the City 
Charter and the Authorizations. Pursuant to the amended and restated charter approved by the voters of the 
City, additional revenue bonds and notes of the City in excess of the aggregate principal amount approved 
pursuant to the Authorizations may be issued upon adoption of a procedural ordinance and without any 
further authorization by the voters of the City. The Series 2018 Bonds are being issued pursuant to the City 
Charter and the Procedural Ordinance.

As of September 1, 2018, the City had $1,022,140,000 aggregate principal amount of Existing 
Senior Lien Bonds Outstanding and $1,573,970,000 aggregate principal amount of Existing Subordinate 
Bonds Outstanding, excluding Wastewater System Commercial Paper Notes Outstanding.

In addition, the City has also authorized a maximum of $400,000,000 aggregate principal amount 
of Subordinate Bonds in the form of Wastewater System Commercial Paper Notes. [The Wastewater 
System Commercial Paper Notes are currently supported by Letters of Credit issued by Barclays and 
SMBC. The maximum amount of Wastewater System Commercial Paper Notes that may be outstanding at 
any particular time under the existing Letters of Credit for the Wastewater System Commercial Paper Notes 
is $200,000,000.] [On October [19], 2018, the City Council approved the extension of the Barclays Letter 
of Credit in the amount of $100,000,000 plus interest, and the substitution of the SMBC Letter of Credit 
with a new Letter of Credit in the amount of $150,000,000 plus interest to be provided by Toronto- 
Dominion, which extension and substitution [is expected to close/closed] on October [23], 2018.] There are 
currently $50,000,000 aggregate principal amount of Wastewater System Commercial Paper Notes 
Outstanding. Subsequent to the refunding described herein, no Wastewater System Commercial Paper 
Notes will be outstanding. See “Plan of Finance” herein.
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The following table sets forth the Outstanding Wastewater System Revenue Bonds and Wastewater 
System Commercial Paper Notes.

TABLE 23
CITY OF LOS ANGELES OUTSTANDING WASTEWATER SYSTEM 
REVENUE BONDS AND COMMERCIAL PAPER REVENUE NOTES 

(in Thousands) (as of September 1,2018)(1)

Final
Maturity

Amount
Issued

Amount
OutstandingIssue

Series 2009-A 
Series 2010-A 
Series 2010-B
Series 2010-A (Subordinate)
Series 2012-A (Subordinate Refunding)
Series 2012-B (Subordinate Refunding)
Series 2012-A (Refunding)
Series 2012-C (Subordinate Refunding)
Series 2012-D (Subordinate Refunding)
Series 2013-A (Subordinate Refunding)
Series 2013-A
Series 2013-B (Refunding)
Series 2015-A
Series 2015-B (Refunding)
Series 2015-C
Series 2015-D (Refunding)
Series 2015-A (Subordinate Refunding)
Series 2017-A (Subordinate)
Series 2017-B (Subordinate Refunding)
Series 2017-C (Subordinate Refunding) (Taxable) 
CP Notes(2)

$ 454,785 
177,420 
89,600 

199,790 
157,055
253.880

49.650 
133,715 
280,860 
349,505 
149,980
143.880 
188,755
41,175

100,835
108,860
21.650 

227,540 
107,155 
115,455 
200,000

6/1/2019
6/1/2039
6/1/2040
6/1/2032
6/1/2024
6/1/2032
6/1/2024
6/1/2027
6/1/2032
6/1/2035
6/1/2043
6/1/2035
6/1/2045
6/1/2035
6/1/2045
6/1/2034
6/1/2024
6/1/2047
6/1/2039
6/1/2039

S 7,445
177,420
89,600
68,140
99,395

246,365
49.650 

117,545 
280,860 
290,730 
149,980 
109,015 
188,755
41,175

100,835
108,265
21.650 

227,540 
107,155 
114,590
50,000

$3,551,545 $2,646,110

<0 Does not include the issuance of the Series 2018 Bonds, the completion of the refunding described under “Plan of Finance” 
herein, nor the completion of the refunding described under Anticipated Financings” herein.

I2' The City has authorized a maximum of $400,000,000 aggregate principal amount of Subordinate Bonds in the form of CP Notes. 
[However, upon the closing of the new LOCs with Barclays and Toronto-Dominion, the maximum amount of CP Notes that 
may be outstanding at any particular time will be $250,000,000.]
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Annual Debt Service Requirements

The following table sets forth the amounts required in each Fiscal Year ending June 30 for the payment of principal and interest on all 
Outstanding Senior Lien Bonds and Subordinate Bonds.

TABLE 24
CITY OF LOS ANGELES 

WASTEWATER SYSTEM REVENUE BONDS 
DEBT SERVICE ON ALL SENIOR LIEN BONDS AND SUBORDINATE BONDS

Series 2018-A Subordinate Bonds Series 2018-B Subordinate Bonds Debt Service on 
Other

Subordinate 
Bonds1 ])P)

Fiscal Year 
Ending 
June 30

Total 
Principal 

and Interest

Total 
Principal 

and Interest

Debt Service on 
All Subordinate 

Bonds

Debt Service on 
All Senior Lien

Bonds(l)l,)

Total Debt 
Service on All 

Bonds1-1Principal Interest Principal Interest
$2019 $$ * $ $ 147,731,170.96 

148,256,576.74 
127,028,238.14
121.350.747.44 
150,969,671.54 
109,981,499.04
148.351.434.44 
161,510,635.32 
150,811,382.52 
118,096,072.72 
123,938,790.56 
117,497,325.06 
117,171,880.96 
116,847,284.16
70,936,222.76
70,938.512.40
79.283.576.66 
33,618,012.60 
33,619,917.36 
33,622,089.46
33.619.471.66
14.521.362.50
14.521.562.50
14.520.762.50
14.523.362.50 
14,523,000.00
14.521.662.50
14.522.775.00
14.524.500.00

$ S 147,731,170.96 
148.256,576.74 
127,028,238.14
121.350.747.44 
150,969,671.54 
109,981,499.04
148.351.434.44 
161,510,635.32 
150,811,382.52 
118,096,072.72 
123,938,790.56 
117,497,325.06 
117,171,880.96 
116,847,284.16
70,936,222.76 
70,938.512.40
79.283.576.66 
33,618,012.60 
33,619.917.36 
33,622,089.46
33.619.471.66
14.521.362.50
14.521.562.50
14.520.762.50
14.523.362.50 
14,523,000.00
14.521.662.50
14.522.775.00
14.524.500.00 

$2,331,359,500.00 $2,331,359,500.00

$ 60,519,465.10
64.349.602.60
81.967.102.60
92.278.352.60
58.649.852.60
97.117.352.60
61.289.852.60
49.724.602.60
61.546.852.60
71.574.102.60
65.730.852.60
71.863.352.60
71.863.852.60
71.865.602.60
71.869.602.60
71.866.602.60
63.237.602.60
79.709.352.60 
78,714,847.66 
77,685,223.50 
76,621,481.06

103,806,970.56
63.260.150.00
63.263.400.00
63.261.650.00
63.228.900.00
63.230.150.00

$ 208.250,636.06 
212,606,179.34 
208,995,340.74
213.629.100.04 
209,619,524.14 
207,098,851.64
209.641.287.04 
211,235,237.92 
212,358.235.12 
189,670,175.32 
189,669,643.16 
189,360.677.66 
189,035,733.56 
188,712,886.76 
142,805,825.36 
142,805,115.00 
142,521,179.26 
113,327,365.20 
112,334,765.02 
111,307,312.96 
110.240,952.72 
118.328,333.06
77.781.712.50
77.784.162.50
77.785.012.50
77.751.900.00
77.751.812.50
14.522.775.00
14.524.500.00

2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046 0
2047 0

$ $ $ $$ $ $1,920,096,732.08 $4,251,456,232.08Total

(u Preliminary, subject to change. Includes debt service on the Series 2012-D Subordinate Bonds to be refunded by the Series 2018-B Subordinate Bonds and the Series 2018-C Subordinate Bonds, See “Plan of Finance” 
and Anticipated Financings” herein.

(2) Assumes an all-in interest cost of 3.79 percent on the $151,085,000 portion of the Series 2012-D Subordinate Bonds associated with the Swap Agreements, and an all-in interest cost of 3.0 percent on the remaining 
$129,775,000 portion of the Series 2012-D Subordinate Bonds. It is expected that upon delivery of the Series 2018-B Subordinate Bonds and the Series 2018-C Subordinate Bonds, the Series 2012-D Subordinate Bonds 
will be refunded in whole and the Swap Agreements will be terminated. See “Plan of Finance” and Anticipated Financings” herein. Total may not equal sum of components due to individual rounding.

131 Does not reflect any offset for the Refundable Credits.
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Variable Rate Bonds

The Series 2012-D Subordinate Bonds are variable rate obligations initially bearing an adjustable 
interest rate based on the London Interbank Offered Rate (“LIBOR”) index and determined in accordance 
with the paying agent agreement therefor (the “2012D Paying Agent Agreement”). It is anticipated that 
there will be no outstanding Series 2012-D Subordinate Bonds after the delivery of the Series 2018-B 
Subordinate Bonds and Series 2018-C Subordinate Bonds. However, the City anticipates issuing the Series 
2018-C Subordinate Bonds as variable rate obligations. See “Plan of Finance” and Anticipated 
Financings” herein.

Swap Agreements

The City has entered into a Swap Agreement with The Bank of New York Mellon (the “Bank of 
New York Mellon”) and a Swap Agreement with Dexia Credit Local, New York Branch (“Dexia”) 
(collectively, the “Swap Agreements”). Each Swap Agreement has an outstanding notional amount of 
$75,542,500, for a total of $151,085,000, and a termination date of June 1, 2028. In each swap agreement, 
the City pays a fixed rate of 3.34%, and the swap counterparty pays 64.1% of 1-month USD-LIBOR, 
adjusted weekly. [As of August 31, 2018, the remaining portion of each Swap Agreement had a market 
value of approximately ($8.85 million), for a combined total market value of ($17.7 million),] with negative 
amounts indicating a City liability in the event of a termination requiring termination payments.

Upon the delivery of the Series 2018-B Subordinate Bonds, the City will pay all or a portion of the 
termination payments relating to the Swap Agreements. The City will finance the termination payments 
with a portion of the proceeds of the Series 2018-B Subordinate Bonds, and to the extent proceeds of the 
Series 2018-B Subordinate Bonds are insufficient to pay all of the termination payments, then the proceeds 
of the Series 2018-C Bonds will be used to pay off any remaining termination payments. See “Plan of 
Finance” and “-Anticipated Financings” herein.

Anticipated Financings

As discussed in the “Plan of Finance” section, the City intends to issue its Wastewater System 
Subordinate Revenue Bonds, Variable Rate Refunding Series 2018-C. The proceeds of the City’s 
Wastewater System Subordinate Revenue Bonds, Variable Rate Refunding Series 2018-C are expected to 
be used to: (i) refund the remaining portion of the City’s Series 2012-D Subordinate Bonds, not refunded 
by the Series 2018-B Subordinate Bonds; (ii) pay any remaining termination payment with respect to the 
termination of the Swap Agreements; and (iii) pay certain costs of issuing the Series 2018-C Subordinate 
Bonds.

The City also anticipates issuing additional Senior Lien Bonds and Subordinate Bonds (including 
Wastewater System Commercial Paper Notes) from time to time to finance capital improvement projects. 
See “Wastewater System Capital Improvement Program - Financing Plans for the Wastewater System 
Capital Improvement Program” herein.

Cash Basis Debt Service Coverage

The following table sets forth the projected cash basis debt service coverage for Fiscal Years 2018
19 through 2022-23. Such debt service coverage projections are based on a number of assumptions, 
including that the number of customers will remain approximately the same as it is at this time. The 
achievement of certain results or other expectations contained in the following table involve known and 
unknown risks, uncertainties and other factors which may cause actual results, performance or 
achievements reflected in the following table to be materially different from any future results, performance
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or achievements expressed or implied by such table. Although, in the opinion of the Bureau of Sanitation, 
such projections are reasonable, there can be no assurance that any or all of such projections will be realized 
or predictive of future results.

TABLE 25
DEBT SERVICE COVERAGE PROJECTIONS 

(in Thousands)
Fiscal Year Ending June 30

20232019 2020 2021 2022
Net Revenues - Current Rates'v>

Additional Revenue from Future Rate Increases® 
Additional Interest Income®
Projected Net Revenue

$341,730
35,456

$313,054
120,298

$285,091
185,878

1,441

$329,804
76,836

$299,701
153,181

1,096300(1) 719
$472,410$453,978$377,185 $406,940 $434,071

Debt Service
Existing Senior Lien Bonds® 
Additional Senior Lien Bonds'5'
Total Senior Lien Bonds Debt Service

$ 52,758 
72,572

$ 54,628 $ 76,076 
35,550

$ 86,387 
53,481

$ 58,458 
15,3750

$139,868 $125,330$54,628 $73,833 $111,626

Existing Subordinate Bonds'6'
Series 2018 Bonds®
Series 2018-C Subordinate Bonds®
Additional Subordinate Bonds 
Wastewater System Commercial Paper Notes® 
Total Debt Service on All Bonds and Wastewater 
System Commercial Paper Notes

$141,350
19,014
3,916

$144,467
9,710
2,125

$117,409
19,016
3,909

$138,637
19,015
3,924

$111,731
19,014
3,916

00 0 00
6,0005,125 6,000 6,000625

$257,960$240,534 $280,529 $295,610$211,555

Projected Debt Service Coverage 
Total Senior Debt 
Total Senior and Subordinate Debt

389%
168%

325%
162%

377%
160%

690%
178%

551%
169%

Source: Bureau of Sanitation.
!li Net Revenues, as defined by the General Resolution based on rates and charges currently in effect.
® Includes projected increases effective on each of July 1 from Fiscal Year 2018-19 through 2023-24. There is no assurance that 

debt service coverage for Fiscal Years 2018-19 through 2022- 23, inclusive, will be at the levels currently projected.
® Includes assumed annual interest earnings of 2.03 percent on increased reserve funds resulting from proposed additional Bond 

sales.
® Reflects principal and interest becoming due and payable on all Senior Lien Bonds issued and Outstanding in each Fiscal Year, 

following the refunding of the Refunded Bonds, as offset by the Refundable Credits pursuant to a resolution adopted by City 
Council on April 25,2017. For Fiscal Year 2018-19, the Refundable Credits reflect an expected reduction of 6.2%, or $365,267 
as a result of the Sequester. The effect of Sequestration on Fiscal Years 2019-20 through 2022-23 is currently unknown [and for 
the purposes of this forecast no reduction is assumed]. See “Security and Sources of Payment for the Series 2018 Bonds - 
Amendment to the Resolutions Relating to the Refundable Credits” herein.

<51 Principal and interest becoming due and payable on projected additional revenue bonds in each Fiscal Year. Assumes an interest 
rate of 5.00 percent for additional Senior Lien Bond issuances and 30-year principal amortization structures. See Table 22 for 
additional information on projected debt issuance.

® Represents principal and interest becoming due and payable on all Subordinate Bonds issued and Outstanding in each Fiscal 
Year, following the refunding of the Series 2012-D Subordinate Bonds and the termination of the Swap Agreements.

171 Estimated debt service on the Series 2018-A Subordinate Bonds and the Series 2018-B Subordinate Bonds, including the 
associated termination of the Swap Agreements.

® Estimated debt service on the Series 2018-C Subordinate Bonds, assuming an all-in cost of funds of 3.0%.
(9) Interest at an assumed annual interest rate of 3.0 percent for Fiscal Year 2018-19.
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REGULATORY REQUIREMENTS AFFECTING OPERATION OF THE SYSTEM

General

The City’s wastewater operations are subject to regulatory requirements relating to the Clean Water 
Act. The regulatory requirements are administered by the US EPA through the SWRCB. Regulations of 
these agencies deal primarily with the quality of effluent which may be discharged from the four wastewater 
treatment facilities, the recycling of residual solids generated by the wastewater treatment plants, the reuse 
of reclaimed water for irrigation and industrial uses to conserve potable water, and the nature of waste 
material (particularly industrial waste) discharged into the collection system. As a condition of having 
received federal EPA grant funds under the Clean Water Act for planning, design, and construction of 
various wastewater projects, the City is subject to additional requirements. Among the grant-related 
requirements are guidelines which must be followed concerning planning methodologies, design criteria, 
procurement, construction activities, and financing of facilities.

To comply with federally mandated effluent quality and disposal criteria, the City must operate its 
wastewater treatment facilities according to discharge limitations and reporting requirements set forth in 
NPDES discharge permits. All wastewater treatment plants currently comply with the requirements of their 
respective NPDES permits.

To comply with other federal regulations concerning the discharge of waste materials into the sewer 
system, the City must administer and enforce industrial pretreatment limitation standards upon users of the 
system. The City has had an industrial waste program in effect since the early 1940s. The City has been 
approved by the State and the US EPA to administer its own industrial pretreatment program.

The City’s industrial waste ordinance sets forth the water quality standards that industrial users 
must meet and provides enforcement procedures for violators. The Industrial Waste Management Division 
of the Bureau of Sanitation is currently responsible for monitoring industrial sites, food service 
establishments, and dental offices located in the City. In addition, each Entity is required to permit and 
monitor all industries within its respective service area. Agencies served under the Universal Terms 
Contracts are now contractually required to meet the federal pretreatment requirements.

Another grant-related regulatory requirement is that the City has an approved user charge system. 
Such user charge regulations require the City to recover annual operation, maintenance, and replacement 
costs from users of the system in a proportionate manner according to the customer’s level of use. Such 
factors as volume, flow rate, and strength of wastewater are to be considered in determining proportionate 
use. User fee rates are reviewed periodically and established at a level necessary to generate sufficient 
revenues to recover the annual operation, maintenance and replacement costs. User fee rates for all users, 
except Entities still served by the old SDCs and certain City operations are established to recognize the 
volume and strength characteristics of wastewater contributed to the system. The SWRCB approved the 
City’s original Revenue Program on September 23, 1987. The Agencies also must file their respective 
revenue programs with the SWRCB in connection with the City’s Revenue Program. In order to comply 
with SWRCB revenue program requirements for proportional cost recovery by user class, the outdated 
SDCs are being renegotiated to reflect both volume and wastewater strength requirements.

In addition to federal requirements, the City must comply with State requirements which are 
generally more stringent. The primary State law concerned with the control of water quality is the Porter- 
Cologne Water Quality Control Act of 1969, as amended (the “Porter-Cologne Act”). The basic tenor of 
that act was set by the policy that the waters of the State must be protected for use and enjoyment by the 
people of the State. The Porter-Cologne Act directly addresses the issue of water reclamation and reuse. 
A declared policy of the law is that the people of the State have a primary interest in the development of
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facilities to reclaim wastewater to supplement existing surface and underground water supplies in order to 
meet their water requirements. The legislative intent was to undertake all possible development of water 
reclamation facilities to make reclaimed water available for use. The law requires the State Department of 
Health Services to establish statewide reclamation criteria for each type of use where such use involves 
public health.

Biosolids Management

The City currently reuses biosolids, a byproduct and residual of wastewater treatment, as a soil 
amendment al the City-owned Green Acres Farm (the Farm) in Kern County. A Kern County initiative 
(Measure E) was passed by voters in July 2006 to prohibit biosolids land application in the unincorporated 
areas of the Kern County, which if allowed to stand, would have eliminated the use of the Farm for biosolids 
management. Thus, in January 2011, the City filed a state claim challenging Measure E. The court granted 
a preliminary injunction in July 2011 allowing the City to maintain biosolids operations at the Farm while 
the litigation was pending. Following trial in Tulare County Superior Court, the court ruled in favor of the 
City. On September 28, 2016, Judge Lloyd Hicks issued a 48-page opinion that Measure E is “invalid and 
void for all purposes, for the dual reasons that it exceeds Kern’s police power authority and is preempted 
by state law.” The court formed its ruling based on the lack of evidence of biosolids posing a risk to human 
health, and that the California Integrated Waste Management Act, which requires local governments to 
maximize recycling, has control over a local voter initiative. The Measure E judgment was entered on 
March 14, 2017. In August 2017, a settlement agreement was signed. As part of the settlement, another 
related lawsuit regarding the CEQA process for the Farm was also concluded. This will preclude any further 
appeals on the Measure E case. The City will continue to maintain its operations at the Farm for the 100% 
beneficial reuse of biosolids.

The City continues to investigate and evaluate a new beneficial use option for its biosolids called 
the Terminal Island Renewable Energy (“TIRE”) demonstration project. The TIRE Project applies 
innovative technology to convert biosolids into clean energy by deep well placement and geothermal 
biodegradation. The TIRE project is currently injecting about 300 tons of bio-slurry material per day into 
the deep subsurface. The demonstration permit will expire on December 2018. An application for another 
5-year permit has been submitted to US EPA Region IX.

The City also composts a portion of its biosolids at its Griffith Park compost facility. Composting 
is the process by which organic materials such as biosolids are decomposed into a nutrient-rich soil 
conditioner.

Air Quality

South Coast Air Quality Management District, The air quality issues relating to treatment plants 
have been the subject of increased federal, State and local regulation. The US EPA has delegated most 
enforcement responsibilities of the federal Clean Air Act, as amended (“CAA”) to the South Coast Air 
Quality Management District (“SCAQMD”). The Bureau of Engineering obtains SCAQMD permits to 
construct many System capital improvement projects. The Bureau of Sanitation tracks federal and State air 
quality legislation and proposed federal, State and regional regulations, prepares responses to issues that 
may impact System operations and future development and coordinates SCAQMD permits to construct 
larger System projects such as the Digester Gas Utilization Project (“DGUP”) at HWRP.

Pollutant and Air Toxics Emissions. All of the City’s treatment plants monitor and report on 
pollutant emissions and certain air toxics pursuant to SCAQMD requirements, which are based on 
requirements of AB 2588 (1987) as amended. SCAQMD requires Annual Emissions Reports (“AERs”) of 
air contaminants and has designated FIWRP and TIWRP as high priority emitters and requires a health risk
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assessment (“HRA”) from each facility eveiy four years, or as requested by SCAQMD. An HRA is a 
comprehensive analysis of the dispersion of hazardous substances into the environment, the potential for 
human exposure, and a quantitative assessment of both individual and population-wide health risks 
associated with those levels of exposure. Future HRA analyses will be based on the recently revised 
Exposure Assessment by the California Office of Environmental Health Hazard Assessment (“OEHHA”). 
Due to 2016 revised Exposure Assessment Guidelines of the OEHHA, SCAQMD is has amended Rules 
1401, 1401.1, 1402, and 212, and has revised its Risk Assessment Procedures. It is expected that this may 
result in more public notices for future construction or operations at HWRP and potentially TIWRP. No 
issues are expected to arise from AERS, Hot Spots reports, or HRAs.

SCAQMD Air Quality Management Plan and National Ambient Air Quality Standards. Every 
three (3) years, SCAQMD is required to review its Air Quality Management Plan (“AQMP”). The South 
Coast Air Basin is in extreme non-attainment for ozone, a federal criteria pollutant in accordance with the 
National Ambient Air Quality Standards (“NAAQSs”) of the CAA. To meet requirements of the CAA, the 
2016 adopted AQMP is focused on reducing NOx and volatile organic compounds (“VOCs”), which are 
precursors to ozone. Although emissions from stationary sources, SCAQMD’s primary area of jurisdiction, 
have been significantly reduced during the past few decades, further reduction of ozone from stationary 
sources is a priority for the SCAQMD, as are beneficial uses, in issuing air permits. Because the City 
consistently invests in beneficial uses and equipment that best reduce NOx, VOCs, PM and other pollutants, 
SCAQMD rules should not impinge significantly on the City. SCAQMD is working with US EPA and 
California Air Resources Board (“CARB”) to reduce ozone from mobile sources sufficiently to meet 
attainment. A recent August 2018 development from the USEPA relative to car and light truck emissions 
makes ozone attainment more difficult.

CARB. In December 2007, CARB adopted Mandatory Reporting Requirements (“MRRs”) 
requiring reporting of GHG emissions from the largest sources, including refineries, general stationary 
combustion facilities, and hydrogen plants that emit at least 25,000 metric tons of C02 equivalents 
(“MTC02e”) per year. On December 16, 2011, CARB reduced the reporting threshold to 10,000 MTC02e 
per year and removed cogeneration as a category subject to MRRs. If DGUP emissions cause HWRP to 
exceed 10,000 MTCQ2e per year, HWRP will report this to CARB in accordance with the MRRs.

The Cap and Trade program began on January 1,2012, with enforceable limits on January 1, 2013. 
This CARB program requires a declining cap for stationary source combustion of fossil fuels above 25,000 
MTCQ2e per year. HWRP with DGUP is expected to emit only a fraction of this amount.

AB 617 (2017) requires CARB and air districts, including SCAQMD, to prepare and deploy 
community air monitoring systems (CAMSs) every year, and develop a state-wide strategy to reduce TACs 
and criteria air pollutants in communities of high cumulative exposure burden. Air districts, including the 
SCAQMD, must adopt an expedited schedule to implement best available retrofit control technology. In 
some cases, City facilities may be required to deploy a fence-line or other monitoring system.

US EPA. On September 22, 2009, the US EPA finalized a rule for GHG MRRs, one in a series of 
regulatory changes, leaving no impact on Publicly Owned Treatment Works (“POTWs”). Through this 
series of changes, the regulation clarified that most POTWs, including HTP, are not impacted by the federal 
MRR, which require reporting only for stationary source combustion emissions of fossil fuels with 
emissions above 25,000 MTCQ2e per year.

On August 2, 2018, USDOT and USEPA proposed withdrawing California’s waiver for regulating 
motor vehicles through proposing the SAFE Vehicle Rule, which relaxes CAFE standards for 2021-26 cars 
and light trucks.
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Southern California Alliance of Publicly Owned Treatment Works (“SCAP”) and California 
Association of Sanitation Agencies (“CASA”). The City is a member of SCAP, which assists POTWs in 
addressing US EPA, CARB, and SCAQMD regulations affecting POTWs and addresses the climate change 
and GHG issues of POTWs, The City is also a member of CASA, which provides advocacy for POTWs in 
a broad spectrum of issues, including those pertaining to air quality and climate change.

No assurance can be given that the cost of compliance with future laws, regulations and orders 
relating to climate change, greenhouse gases and/or renewable energy would not adversely affect the ability 
of the System to generate Revenues sufficient to pay debt service on the Series 2018 Bonds.

Water Quality

Total Maximum Daily Loads. The Los Angeles Regional Water Quality Control Board 
(“LARWQCB”) is required to develop TMDLs for impaired waterbodies. Section 303(d) of the Clean 
Water Act requires every state to compile a list of waterbodies that are impaired with respect to water 
quality. Various watersheds in the Los Angeles area have water body segments that are listed as impaired 
due to a variety of pollutants. Although some TMDLs have already been released, additional TMDLs will 
be under development and compliance with both existing and new TMDLs will continue into the next 
decade.

At this time, it is difficult to predict the full impact of TMDLs on the National Pollutant Discharge 
Elimination System (“NPDES”) effluent limits at the City’s four water reclamation plants. In addition, the 
Greater Los Angeles County Municipal Separate Storm Sewer System (“MS4”) permit, adopted by the 
LARWQCB in November 2012, contains provisions that require compliance with all the adopted TMDLs. 
TMDLs have resulted in two discharge limits included in the City’s NPDES permits (polychlorinated 
biphenyls and DDT). However, the plant discharges are in compliance with the limits and they are not 
expected to result in additional costs at the plants. It is expected that significant capital improvements 
funded by the System may be required to comply with the MS4 requirements and TMDLs and their resulting 
impact on the City’s future NPDES permits.

NPDES Permits

The City’s four treatment plants are required to obtain five-year NPDES permits that arc issued by 
the LARWQCB. The process of renewing a permit begins when the City files a Report of Waste Discharge 
(“ROWD”) with the LARWQCB no later than 180 days prior to the permit expiration date. Once an ROWD 
is complete, about two months before the expiration date, the LARWQCB issues a Tentative Order for 
review by the City and public. If any changes are made following the review, a Revised Tentative Order is 
issued. The LARWQCB may consider issues and concerns that are raised or adopt the Revised Tentative 
Order. About a month after adoption, the LARWQCB will issue the new order containing the new permit. 
The status of the permits is summarized in the table below:

PENDING /CURRENT 
NPDES PERMITPREVIOUS NPDES PERMITWATER

RECLAMATION PLANT 
_______ (“WRP”)_______

Adopted by 
LARWQCB

Expected
ExpirationNPDES# Order # Expired Order #

Donald C. Tillman 
(“DCTWRP”)

Los Angeles-Glendale 
(“LAGWRP”) 

Hyperion (“HWRP”)

CA0056227 R4-2011-0196 November 10,2016 R4-2017-0062 March 2,2017 April 30, 2022

CA0053953 R4-2011-0197 November 10,2016 R4-2017-0063

CA0109991 R4-2010-0200 December 23,2015 R4-2017-0045
March 2, 2017

February 2,2017 
June 11,2015 

Amended 
December 1, 2015

April 30,2022 

March 31,2022
R4-2015-0119-Terminal Island (“TIWRP”) CA0053856 R4-2010-0071 April 10,2015 July 31,2020A01
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DCTWRP and LAGWRP. DCTWRP and LAGWRP’s NPDES permits were recently renewed and 
adopted by the LARWQCB. The new permits contain revised effluent limits for ammonia and copper 
consistent with the Los Angeles River TMDL and reflective of the performance of the treatment plant. 
DCTWRP and LAGWRP are expected to meet the new limits and there will be no potential financial impact 
to the City.

The SWRCB has initiated a process to develop a nutrient policy for inland surface waters in 
California in 2014. The proposed policy will establish methods to develop numeric or narrative water 
quality objectives for nutrients. Currently, the nutrient policy development is still on-going. Potential 
impacts of the policy on DCTWRP and LAGWRP may include the need for significant upgrades to the 
facilities and increased energy demand. Potential cost impacts are unknown at this time.

HWRP. HWRP’s NPDES permit was renewed and adopted by the LARWQCB on February 2, 
2017. The permit has imposed a new ammonia limit for the effluent, HWRP currently meets this effluent 
limit, but could have difficulty meeting the limit in the future. The potential impact would be to provide 
sidestream treatment to reduce ammonia in the effluent at an estimated capital cost of $40 million to $50 
million.

On September 15, 2015, HWRP discharged 30 million gallons of secondary effluent through its 
One Mile Outfall, which is permitted for use during an emergency or when the Five Mile Outfall is not in 
service or cannot convey all of the plant’s secondary effluent. The first significant use of the One Mile 
Outfall in nine years resulted in the flushing out of debris from a January 2005 raw sewage spill of 160,000 
gallons that lay dormant in the plant storm drain system tributary to the One Mile Outfall. The debris that 
was flushed out of the One Mile Outfall into Santa Monica Bay washed ashore and resulted in the closure 
of Dockweiler and El Segundo Beaches for four days in September of 2015. The City and the RWQCB 
have reached a $2,262 million settlement agreement on the discharge. Half of this settlement amount will 
be offset by SEPs constructed by the City. The remaining half was a fine that has been paid to the RWQCB.

TIWRP. On June 11, 2015, the LARWQCB adopted TIWRP’s NPDES Permit. The final permit 
was subsequently amended and became effective on December 1, 2015. The permit enforces the 
LARWQCB’s Resolution No. 94-009 (adopted October 31, 1994) approving the City’s proposal to 
ultimately phase out the discharge of tertiary-treated wastewater effluent from TIWRP into Los Angeles 
Harbor at the earliest practicable date, to implement a Water Recycling Program with the goal of doubling 
water reuse at TIWRP within six years after the startup of the initial reclamation phase, and to achieve total 
reuse by 2020. The City has submitted its application for the next permit expected in 2020, which is 
currently under technical review by the USEPA. As of September 2018, the City does not anticipate 
additional requirements in the new permit.

TIWRP/AWPF. To implement the LARWQCB5s Resolution 94-009, the City has been 
constructing the Harbor Water Recycling Project in phases (Phase I is operational). The recycling project 
currently treats up to 6 mgd of TIWRP’s tertiary-treated effluent by microfiltration and reverse osmosis 
(MF/RO) at the AWPF for reuse at the Dominguez Gap Seawater Intrusion Barrier Project, and for other 
various uses in the Los Angeles Harbor area. Phase II of the AWPF project has recently been completed 
and will increase production of advanced purified recycled water to 12 mgd. The LARWQCB amended 
and adopted the Waste Discharge Requirements and Water Recycling Requirements for the Harbor Water 
Recycling Project-Dominguez Gap Barrier Project (OrderNo. R4-2016-0334) on October 13,2016.

General. If the plants cannot meet future permit requirements, it is possible that the City may be 
required to install new treatment processes at a substantial cost to the City. The City cannot currently 
estimate the cost of such permit requirements, and such permit requirements are not included in the current 
Capital Improvement Program.
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RISK FACTORS

The ability of the City to pay principal of and interest on the Series 2018 Bonds depends primarily 
upon the receipt by the City of Revenues. Some of the events which could prevent the City from receiving 
a sufficient amount of Revenues to enable it to pay the principal of and interest on the Series 2018 Bonds 
are summarized below. The following description of risks is not intended to be an exhaustive list of the 
risks associated with the purchase of the Series 2018 Bonds and the order of the risks set forth below does 
not necessarily reflect the relative importance of the various risks.

Limited Obligations

The obligation of the City to pay debt service on the Series 2018 Bonds is a limited obligation of 
the City and is not secured by a legal or equitable pledge or charge or lien upon any property of the City or 
any of its income or receipts, except the Revenues. The obligation of the City to pay debt service on the 
Series 2018 Bonds does not constitute an obligation of the City to levy or pledge any form of taxation or 
for which the City has levied or pledged any form of taxation. The City is obligated under the Resolutions 
to pay debt service on the Series 2018 Bonds solely from Revenues.

Factors that can adversely affect the availability of Revenues include, among other matters, 
drought, general and local economic conditions, and changes in law and government regulations (including 
initiatives and moratoriums on growth). The realization of future Revenues is also subject to, among other 
things, the capabilities of management of the City, the ability of the City to provide wastewater service to 
its retail customers and the Agencies, the ability of the City to establish, maintain and collect charges for 
the wastewater service to its retail customers and the Agencies and the ability of the City to establish, 
maintain and collect rates and charges sufficient to pay debt service on the Series 2018 Bonds. See 
“Financial Operations of the Wastewater System” herein and Appendix E attached hereto.

System Revenues and Expenditures

The operation and maintenance expenses of the System are expected to increase in the next five 
years. See “Financial Operations of the Wastewater System - Projected Operation and Maintenance 
Expenses” herein. Actual operation and maintenance expenses may be greater or less than projected. 
Factors such as changes in technology, regulatory standards, increased costs of material, energy, labor and 
administration can substantially affect System expenses. Although the City has covenanted to prescribe, 
revise and collect rates and charges for in amounts sufficient to pay debt service on the Series 2018 Bonds, 
there can be no assurance that such amounts will be collected. Increases in System rates could result in a 
decrease in demand for System usage.

Rate-Setting and Initiative Processes Under Proposition 218

Proposition 218 affects the City’s ability to impose future rate increases, and no assurance can be 
given that future rate increases will not encounter majority protest opposition or be challenged by initiative 
action authorized under Proposition 218. In the event that future proposed rate increases cannot be imposed 
as a result of majority protest or initiative, the City might thereafter be unable to generate Revenues in the 
amounts required to pay debt service on the Series 2018 Bonds. See “Financial Operations of the 
Wastewater System - Proposition 218” herein.

Proposition 218, as incorporated in the California Constitution under Article X11IC, also provides 
that the initiative power shall not be prohibited or otherwise limited in matters of reducing or repealing any 
local tax, assessment, fee or charge and that the power of initiative to affect local taxes, assessments, fees 
and charges shall be applicable to all local governments. See “Financial Operations of the Wastewater
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System - Proposition 218” herein. Notwithstanding the fact that the SSC may be subject to reduction or 
repeal by voter initiative undertaken pursuant to Section 3 of Article XmC, the City has covenanted to 
establish, fix, prescribe and collect rates, fees and charges in connection with the use of the System which 
meet the requirements of the Resolutions and in accordance with applicable law. No assurance can be given 
that the voters of the City will not, in the future, approve initiatives which seek to repeal, reduce or prohibit 
the future imposition or increase of assessments, fees or charges, including the City’s SSC, which are a 
significant source of Revenues pledged to the payment of debt service on Series 2018 Bonds.

Potential Impact of Drought and Other Risks Relating to the Water Supply

The State’s and City’s recent drought conditions have prompted various actions to reduce water 
consumption. The City has approved rates which will increase through Fiscal Year 2020-21. These rates 
and charges were predicated on assumptions of expected volume of wastewater operation. If the water 
supply decreases significantly, whether by operation of mandatory supply restrictions, prohibitively high 
water costs or otherwise, flow within the Wastewater System will diminish and Revenues may be adversely 
affected. The City reduced the funding for CIP projects in Fiscal Year 2015-16 in response to the expected 
reduction in wastewater volume and Revenues. This funding has since been restored because of continued 
rate increases. Declines of sewage volume due to water conservation have continued in the past two years, 
but at a reduced rate. Revenues are projected assuming the continued annual reduction of billable sewage 
volume of 0.37 percent. No assurance may be made regarding the potential impact of the present or any 
future drought on the System’s financial condition. See “Financial Operations of the Wastewater System - 
Water Usage - General herein.

Statutory and Regulatory Compliance

Changes in the scope and standards for public agency wastewater systems, such as the System, may 
lead to increasingly stringent operating requirements and the imposition of administrative orders issued by 
Federal or State regulators. Future compliance with such requirements and orders can impose substantial 
additional costs on the SCM Fund. See “Regulatory Requirements Affecting Operation of the System” 
herein. In addition, claims against the System for failure to comply with applicable laws and regulations 
could be significant. Such claims are payable from assets of the System or from other legally available 
sources. No assurance can be given that the cost of compliance with such existing or future laws, regulations 
and orders would not adversely affect the ability of the System to generate Revenues sufficient to pay debt 
service on the Subordinate Bonds, including the Series 2018 Bonds.

Earthquakes and Other Natural Disasters

The System is located above or near a number of geological faults capable of generating significant 
earthquakes. The area is characterized by a number of geotechnical conditions which represent potential 
safety hazards, including expansive soils and areas of potential liquefaction and landslide. In anticipation 
of such potential disasters, the City designs and constructs System facilities to the seismic codes in effect 
at the time of design of the project.

In January 1994, an earthquake of magnitude 6.7 on the Richter Scale occurred in the northwest 
San Fernando Valley on a previously unmapped fault. It caused widespread damage to commercial and 
residential structures. Significant damage occurred to the System however sewer service was not 
interrupted. Pipe fractures were detected using closed circuit television cameras and some portions of the 
pipe collapsed. The City estimates that repairs to the System in connection with this earthquake cost 
approximately $213 million.
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Although the City has implemented disaster preparedness plans, there can be no assurance that 
these or any additional measures will be adequate in the event that a natural disaster occurs, nor that costs 
of preparedness measures will be as currently anticipated. Further, damage to components of the System 
could cause a material increase in costs for repairs or a corresponding material adverse impact on Revenues. 
The City is not obligated under the Resolutions to maintain earthquake insurance on the System, and the 
City does not now and does not plan to maintain, earthquake insurance on the System.

Unexpected Sewer Failure

The System is subjected to potential failures of its collection and conveyance sewers that can result 
in unexpected repair costs and regulatory fines. See, for example, “The Wastewater System - Existing 
Facilities - Recent Collection System Failures” herein. Although the CIP includes projects to rehabilitate 
major conveyance sewers, no assurance can be given that future sewer failures will not occur.

Security of the System

The System is subject to safety and security inspections on a continuing basis by the City. All four 
treatment plants in the System are maintained as secured facilities, with fences, gates and security guards. 
All pumping plants with above-ground structures have security fences. Subterranean pumping plants have 
padlocked hatches. Improved communications systems are being implemented. Flowever, damage to the 
System resulting from vandalism, sabotage, or terrorist activities may adversely impact the operations and 
finances of the System. There can be no assurance that the City’s security, emergency preparedness and 
response plans will be adequate to prevent or mitigate such damage, or that the costs of maintaining such 
security measures will not be greater than currently anticipated. The City has established the Emergency 
Fund, which may be used by the City, if other funds are not readily available and sufficient, to pay 
extraordinary and unexpected repair or replacement expenses of the System or liability claims related to 
the System. See also “Security and Sources of Payment for the Series 2018 Bonds - Insurance and 
Condemnation” herein for a description of insurance for the System.

Utility Costs

No assurance can be given that any future significant reduction or loss of power would not 
materially adversely affect the operations of the System. The volume of wastewater conveyed and treated 
in the System on a daily basis requires a significant amount of electrical and thermal power. Electricity is 
needed to run pumps, lights, computers, mechanical valves and other machinery. Thermal energy, usually 
generated by electrical power or by burning natural gas, provides heat and cooling necessary for both 
buildings and the wastewater treatment process. Prices for electricity or gas may increase, which could 
adversely affect the System’s financial condition.

Impact of Economic Conditions on System Revenues

The recent recession and major economic disruptions adversely affected economic activity of the 
region in general, in particular resulting in decreased economic activity, increased unemployment and a 
reduction in residential and commercial construction. The City cannot predict the extent of the fiscal 
problems that will be encountered in any future economic downturn. Reduction in System users’ ability to 
pay rates and charges, and reduction in the rate at which new customers are added to the System, can 
adversely impact System Revenues.
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Acceleration; Limitations on Remedies

The General Resolution and the Subordinate General Resolution provide that, upon and during the 
continuance of an Event of Default, the principal of and interest accrued on all Senior Bonds and 
Subordinate Bonds, respectively, subject to certain conditions, may be declared to be due and payable 
immediately. The foregoing notwithstanding, the remedy of acceleration is subject to the limitations on 
legal remedies against public entities in the State, including a limitation on enforcement obligations against 
funds needed to serve the public welfare and interest. Also, any remedies available to the Owners of the 
Series 2018 Bonds upon the occurrence of an Event of Default under the respective Resolutions are in many 
respects dependent upon judicial actions which are often subject to discretion and delay and could prove 
both expensive and time consuming to obtain.

Further, enforceability of the rights and remedies of the Owners of the Series 2018 Bonds may 
become subject to (i) the Federal bankruptcy code and applicable bankruptcy, insolvency, reorganization, 
moratorium, or similar laws relating to or affecting the enforcement of creditor’s rights generally, (ii) equity 
principles which may limit the specific enforcement of certain remedies, (iii) the exercise by the United 
States of America of the powers delegated to it by the Constitution, and (iv) the exercise of the state police 
powers. Remedies available to the Owners of the Series 2018 Bonds are in many respects dependent upon 
judicial action which is often subject to discretion and delay and could prove both expensive and time 
consuming to obtain.

Swap Agreements

The City is currently a party to two Swap Agreements related to bonds issued under the Subordinate 
General Resolution. Swap Agreements entail certain financial risks to the City and the City may not realize 
the expected financial benefits from these swap transactions. In addition, the potential future exposure to 
the City relating to the difference in payments between the amounts the City receives and pays in connection 
with a swap agreement, termination payments, or any non-scheduled payment cannot be predicted. See 
“Financial Operations of the Wastewater System - Swap Agreements” herein for a description of the 
counterparties to the City’s two Swap Agreements and the respective market values thereof.

Upon the delivery of the Series 2018-B Subordinate Bonds, the City will partially or fully terminate 
the notional amount payable under each Swap Agreement by an amount equal to $ 
remaining outstanding notional amount of $ 
with a portion of the proceeds of the Series 2018-B Subordinate Bonds and potentially, a portion of the 
proceeds of the Series 2018-C Subordinate Bonds. See “Plan of Finance” and “Financial Operations of the 
Wastewater System - Anticipated Financings” herein.

for a
. The City will finance the termination payments

Risks Related to Variable Rate Bonds

The variable rate of interest that is borne by the Series 2012-D Subordinate Bonds while bearing 
interest in an index interest rate mode is dependent in part upon the ability of the City to pay the principal 
of and interest on the Series 2012-D Subordinate Bonds tendered for purchase on each Special Purchase 
Date and upon an event of default under the 2012-D Continuing Covenant Agreement. In the event the 
Series 2012-D Subordinate Bonds tendered for purchase cannot be remarketcd, assuming no event of 
default under the 2012-D Continuing Covenant Agreement and assuming certain other conditions are met, 
the principal amount of the Series 2012-D Subordinate Bonds may be payable in installments over a period 
of up to three years. Under such circumstances, the Series 2012-D Subordinate Bonds would bear a variable 
interest rate that could be significantly higher than the variable rate that was borne by the Series 2012-D 
Subordinate Bonds prior to the failed mandatory tender for purchase. The accelerated amortization and
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increased interest rate would significantly increase the size of current debt service payments due and owing 
on the Series 2012-D Subordinate Bonds.

It is anticipated that there will be no outstanding Series 2012-D Subordinate Bonds after the 
delivery of the Series 2018-B Subordinate Bonds and Series 2018-C Subordinate Bonds. However, the 
City anticipates issuing the Series 2018-C Subordinate Bonds as variable rate obligations. See “Plan of 
Finance” and “Financial Operations of the Wastewater System - Anticipated Financings” herein.

Effect of Federal Sequestration on Refundable Credits

The Refundable Credits payable by the Federal government in connection with the Series 2010-A 
Senior Lien Bonds and Series 2010-B Senior Lien Bonds are subject to reduction pursuant to existing 
federal law, which requires that the federal budget authority for all accounts in the domestic mandatory 
spending category, including payments to issuers of direct-pay bonds such as the City, be reduced beginning 
federal fiscal year 2013 (the “Sequestration”). Prior to March 1,2013, the City received Refundable Credits 
from the United States Treasury equal to 35% of the interest payable on the Series 2010-A Senior Lien 
Bonds and periodic Refundable Credits from the United States Treasury equal to 45% of the interest payable 
on the Series 2010-B Senior Lien Bonds. As a result of the Sequester (herein defined) described under 
“Risk Factors - Effect of Federal Sequestration on Refundable Credits,” the City expects to receive an 
estimated $365,267 reduction in Refundable Credits in connection with the Series 2010-A Senior Lien 
Bonds and the Series 2010-B Senior Lien Bonds for the current federal fiscal year ending September 30, 
2019. The Refundable Credits are pledged only to the payment of the Series 2010-A Senior Lien Bonds 
and Series 2010-B Senior Lien Bonds. The Resolutions provide for an offset to debt service on the Direct 
Subsidy Bonds and a corresponding offset to Revenues in the amount of the Refundable Credits. The City 
has paid and will continue to pay debt service on its Bonds without accounting for the Refundable Credits 
expected to be received from the Federal government. The reduction in the amount of Refundable Credits 
from the Federal government reduces the amounts available to pay debt service on the Direct Subsidy 
Bonds. However, such reduction is not expected to materially adversely impact the City’s ability to pay 
debt service on the Series 2018 Bonds. See “Security and Sources of Payment for the Series 2018 Bonds - 
Amendment to the Resolutions Relating to the Refundable Credits” herein.

Seismic Considerations

[The City is subject to unpredictable and significant seismic activity. A number of known faults 
run through the City, and the City lies near the San Andreas Fault, which is the boundary between the 
Pacific and North American tectonic plates. The complex Los Angeles fault system interacts with the 
alluvial soils and other geologic conditions in the hills and basins of the area. This interaction poses a 
potential seismic threat for every part of the City, regardless of the underlying geologic and soils conditions. 
In addition, there are likely to be unmapped faults throughout the City. The most recent major earthquake, 
the Northridge earthquake in 1994, occurred along a previously unmapped blind thrust fault. The City 
generally does not maintain earthquake insurance coverage.

Climate Change

The change in the earth’s average atmospheric temperature, generally referred to as “climate 
change”, is expected to, among other things, increase the frequency and severity of extreme weather events 
and cause substantial flooding. The City’s Sustainable City Plan (the “Plan”), released in 2015, provides a 
20-year framework intended to both prepare for climate change and mitigate its effects on the City’s 
economy, infrastructure and communities. The Plan sets forth several actions that may be taken by the City, 
including improving emergency response functions and disaster preparedness, reducing air and water 
pollution, and managing rising temperatures in urban environments. In addition, the City has begun
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construction of a series of groundwater remediation projects to reduce the City’s reliance on imported water 
as drought conditions continue, is exploring the use of specially designed “cool roofs” to manage the effect 
of rising temperatures in urban environments and is testing the effects of “cool pavement” (a special coating 
applied to city streets) to manage urban temperatures. The City continues to explore various other adaptive 
actions within the framework established by the Plan.

The City cannot predict the timing, extent, or severity of climate change and its impact on the City’s 
operations and finances. Also, additional actions to address climate change may be necessary and the City 
can give no assurances regarding the impact of such actions on the City’s operations and finances.

Cybersecurity

/The City relies on a large and complex technology environment to conduct its operations. As a 
recipient and provider of personal, private and sensitive information, the City and its departments face 
multiple cyber threats including, but not limited to, hacking, viruses, malware and other attacks on 
computers and other sensitive digital networks and systems. There have been, however, only limited cyber
attacks on the City’s computer system. For example, the City recently experienced a ransomware attack 
which impacted a single computer at a City department for one business day. The computer was 
immediately discovered and the malicious file was quarantined to prevent it from spreading to other 
computers and no data was lost or breached. Following this incident, certain City personnel attended 
awareness training and the City installed an endpoint detection and response system, which identifies and 
responds to malicious and other suspicious activities. Also, recently a City department’s website was 
compromised and was unavailable for a few hours. No data was lost and the website was subsequently 
restored. The City has since increased its server security.

In 2013, the City created the Cyber Intrusion Command Center (the “CICC”) under a Mayoral 
Executive Directive to coordinate cybersecurity preparation and response across City departments. The 
CICC is comprised of key City departments, cybersecurity professionals, and local and federal law 
enforcement experts. The CICC has assisted the City in establishing policies for data classification, 
information handling, and cybersecurity prevention and response protocols. In 2015, the City established 
an Integrated Security Operations Center (the “ISOC”) with cybersecurity professionals for cyber-attack 
monitoring and response. In addition, the City has identified critical data assets and applied additional cyber 
defenses through its Critical Asset Protection program. The City has conducted cyber security awareness ■ 
training for all City employees with computer access, conducts phishing email tests, and provides periodic 
cybersecurity newsletters and workshops to its employees. Also, the City conducts annual “penetration 
tests” to identify and remediate any potential weaknesses in its networks.

No assurances can be given that the City’s security and operational control measures will be 
successful in guarding against any and each cyber threat and attack. The results of any attack on the City’s 
computer and information technology systems could impact its operations and damage the City’s digital 
networks and systems, and the costs of remedying any such damage could be substantial.]

TAX MATTERS -SERIES 2018 BONDS

Opinion of Bond Counsel

In the opinion of Hawkins Delafield & Wood LLP, Bond Counsel to the City, under existing 
statutes and court decisions and assuming continuing compliance with certain tax covenants described 
herein, (i) interest on the Series 2018 Bonds is excluded from gross income for federal income tax purposes 
pursuant to Section 103 of the Internal Revenue Code of 1986, as amended (the “Code”), and (ii) interest 
on the Series 2018 Bonds is not treated as a preference item in calculating the alternative minimum tax
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under the Code; such interest, however, is included in the adjusted current earnings of certain corporations 
for purposes of calculating the alternative minimum tax imposed for taxable years beginning prior to 
January 1,2018. In rendering its opinion, Bond Counsel has relied on certain representations, certifications 
of fact, and statements of reasonable expectations made by the City and others in connection with the Series 
2018 Bonds, and Bond Counsel has assumed compliance by the City with certain ongoing covenants to 
comply with applicable requirements of the Code to assure the exclusion of interest on the Series 2018 
Bonds from gross income under Section 103 of the Code.

In addition, in the opinion of Bond Counsel to the City, under existing statutes, interest on the 
Series 2018 Bonds is exempt from State of California personal income.

Bond Counsel expresses no opinion as to any other federal, state or local tax consequences arising 
with respect to the Series 2018 Bonds, or the ownership or disposition thereof, except as stated above. Bond 
Counsel renders its opinion under existing statutes and court decisions as of the issue date, and assumes no 
obligation to update, revise or supplement its opinion to reflect any action thereafter taken or not taken, any 
fact or circumstance that may thereafter come to its attention, any change in law or interpretation thereof 
that may thereafter occur, or for any other reason. Bond Counsel expresses no opinion as to the consequence 
of any of the events described in the preceding sentence or the likelihood of their occurrence. In addition, 
Bond Counsel expresses no opinion on the effect of any action taken or not taken in reliance upon an opinion 
of other counsel regarding federal, state or local tax matters, including, without limitation, exclusion from 
gross income for federal income tax purposes of interest on the Series 2018 Bonds.

Certain Ongoing Federal Tax Requirements and Certifications

The Code establishes certain ongoing requirements that must be met subsequent to the issuance 
and delivery of the Series 2018 Bonds in order that interest on the Series 2018 Bonds be and remain 
excluded from gross income under Section 103 of the Code. These requirements include, but are not limited 
to, requirements relating to use and expenditure of gross proceeds of the Series 2018 Bonds, yield and other 
restrictions on investments of gross proceeds, and the arbitrage rebate requirement that certain excess 
earnings on gross proceeds be rebated to the federal government. Noncompliance with such requirements 
may cause interest on the Series 2018 Bonds to become included in gross income for federal income tax 
purposes retroactive to their issue date, irrespective of the date on which such noncompliance occurs or is 
discovered. The City has covenanted to comply with certain applicable requirements of the Code to assure 
the exclusion of interest on the Series 2018 Bonds from gross income under Section 103 of the Code.

Certain Collateral Federal Tax Consequences

The following is a brief discussion of certain collateral federal income tax matters with respect to 
the Series 2018 Bonds. It does not purport to address all aspects of federal taxation that may be relevant to 
a particular owner of a Series 2018 Bond. Prospective investors, particularly those who may be subject to 
special rules, are advised to consult their own tax advisors regarding the federal tax consequences of owning 
and disposing of the Series 2018 Bonds.

Prospective owners of the Series 2018 Bonds should be aware that the ownership of such 
obligations may result in collateral federal income tax consequences to various categories of persons, such 
as corporations (including S corporations and foreign corporations), financial institutions, property and 
casualty and life insurance companies, individual recipients of Social Security and railroad retirement 
benefits, individuals otherwise eligible for the earned income tax credit, and taxpayers deemed to have 
incurred or continued indebtedness to purchase or carty obligations the interest on which is excluded from 
gross income for federal income tax purposes. Interest on the Series 2018 Bonds may be taken into account
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in determining the tax liability of foreign corporations subject to the branch profits tax imposed by Section 
884 of the Code.

Original Issue Discount

“Original issue discount” (“OLD”) is the excess of the sum of all amounts payable at the stated 
maturity of a Series 2018 Bond (excluding certain “qualified stated interest” that is unconditionally payable 
at least annually at prescribed rates) over the issue price of that maturity. In general, the “issue price” of a 
maturity (a bond with the same maturity date, interest rate, and credit terms) means the first price at which 
at least 10 percent of such maturity was sold to the public, i.e., a purchaser who is not, directly or indirectly, 
a signatory to a written contract to participate in the initial sale of the Series 2018 Bonds. In general, the 
issue price for each maturity of Series 2018 Bonds is expected to be the initial public offering price set forth 
on the cover page of the Official Statement. Bond Counsel further is of the opinion that, for any Series 
2018 Bonds having OID (a “Discount Bond”), OID that has accrued and is properly allocable to the owners 
of the Discount Series 2018 Bonds under Section 1288 of the Code is excludable from gross income for 
federal income tax purposes to the same extent as other interest on the Series 2018 Bonds.

In general, under Section 1288 of the Code, OID on a Discount Bond accrues under a constant yield 
method, based on periodic compounding of interest over prescribed accrual periods using a compounding 
rate determined by reference to the yield on that Discount Bond. An owner’s adjusted basis in a Discount 
Bond is increased by accrued OID for purposes of determining gain or loss on sale, exchange, or other 
disposition of such Series 2018 Bond. Accrued OID may be taken into account as an increase in the amount 
of tax-exempt income received or deemed to have been received for purposes of determining various other 
tax consequences of owning a Discount Bond even though there will not be a corresponding cash payment.

Owners of Discount Series 2018 Bonds should consult their own tax advisors with respect to the 
treatment of original issue discount for federal income tax purposes, including various special rules relating 
thereto, and the state and local tax consequences of acquiring, holding, and disposing of Discount Series 
2018 Bonds.

Bond Premium

In general, if an owner acquires a bond for a purchase price (excluding accrued interest) or 
otherwise at a tax basis that reflects a premium over the sum of all amounts payable on the bond after the 
acquisition date (excluding certain “qualified stated interest” that is unconditionally payable at least 
annually at prescribed rates), that premium constitutes “bond premium” on that bond (a “Premium Bond”). 
In general, under Section 171 of the Code, an owner of a Premium Bond must amortize the bond premium 
over the remaining term of the Premium Bond, based on the owner’s yield over the remaining term of the 
Premium Bond determined based on constant yield principles (in certain cases involving a Premium Bond 
callable prior to its stated maturity date, the amortization period and yield may be required to be determined 
on the basis of an earlier call date that results in the lowest yield on such bond). An owner of a Premium 
Bond must amortize the bond premium by offsetting the qualified stated interest allocable to each interest 
accrual period under the owner’s regular method of accounting against the bond premium allocable to that 
period. In the case of a tax-exempt Premium Bond, if the bond premium allocable to an accrual period 
exceeds the qualified stated interest allocable to that accrual period, the excess is a nondeductible loss. 
Under certain circumstances, the owner of a Premium Bond may realize a taxable gain upon disposition of 
the Premium Bond even though it is sold or redeemed for an amount less than or equal to the owner’s 
original acquisition cost. Owners of any Premium Series 2018 Bonds should consult their own tax advisors 
regarding the treatment of bond premium for federal income tax purposes, including various special rules 
relating thereto, and state and local tax consequences, in connection with the acquisition, ownership, 
amortization of bond premium on, sale, exchange, or other disposition of Premium Series 2018 Bonds.
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Information Reporting and Backup Withholding

Information reporting requirements apply to interest paid on tax-exempt obligations, including the 
Series 2018 Bonds. In general, such requirements are satisfied if the interest recipient completes, and 
provides the payor with, a Form W-9, “Request for Taxpayer Identification Number and Certification,” or 
if the recipient is one of a limited class of exempt recipients. A recipient not otherwise exempt from 
information reporting who fails to satisfy the information reporting requirements will be subject to “backup 
withholding,” which means that the payor is required to deduct and withhold a tax from the interest 
payment, calculated in the manner set forth in the Code. For the foregoing purpose, a “payor” generally 
refers to the person or entity from whom a recipient receives its payments of interest or who collects such 
payments on behalf of the recipient.

If an owner purchasing a Series 2018 Bond through a brokerage account has executed a Form W- 
9 in connection with the establishment of such account, as generally can be expected, no backup 
withholding should occur. In any event, backup withholding does not affect the excludability of the interest 
on the Series 2018 Bonds from gross income for federal income tax purposes. Any amounts withheld 
pursuant to backup withholding would be allowed as a refund or a credit against the owner’s federal income 
tax once the required information is furnished to the Internal Revenue Service.

Miscellaneous

Tax legislation, administrative actions taken by tax authorities, or court decisions, whether at the 
federal or state level, may adversely affect the tax-exempt status of interest on the Series 2018 Bonds under 
federal or state law or otherwise prevent beneficial owners of the Series 2018 Bonds from realizing the full 
current benefit of the tax status of such interest. In addition, such legislation or actions (whether currently 
proposed, proposed in the future, or enacted) and such decisions could affect the market price or 
marketability of the Series 2018 Bonds.

Prospective purchasers of the Series 2018 Bonds should consult their own tax advisors regarding 
the foregoing matters.

CONTINUING DISCLOSURE

In order to provide certain continuing disclosure with respect to the Series 2018 Bonds in 
accordance with the Rule, the City has executed a Continuing Disclosure Certificate (“Disclosure 
Certificate”) for the benefit of the Owners of the Series 2018 Bonds, pursuant to which Digital Assurance 
Certification, L.L.C. will serve as the initial dissemination agent. The form of Disclosure Certificate is 
attached hereto as Appendix H.

Under the Disclosure Certificate, the City will covenant for the benefit of Owners and Beneficial 
Owners of the Series 2018 Bonds to provide certain annual financial information and operating data, 
including its audited financial statements for the SCM Fund, relating to the System by not later than June 
30 of each Fiscal Year, commencing on June 30,2019 for the report for Fiscal Year 2017-18, or if the fiscal 
year-end changes from June 30, not later than 365 days after the end of the City’s Fiscal Year (the “Annual 
Reports”), and to provide notices of the occurrence of certain enumerated events (the “Listed Events”). The 
Annual Reports and notices of Listed Events will be filed pursuant to the Rule with the Electronic Municipal 
Market Access (“EMMA”) database. These covenants will be made in order to assist the Underwriters of 
the Series 2018-C Subordinate Bonds in complying with the Rule.

The City and its related entities issue a variety of bonds, notes and obligations (“Obligations”), 
including Obligations issued through its proprietary enterprise programs and for its housing program and
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other conduit borrowers, as well as Obligations secured by special taxes and special assessments. The 
representations made by the City in this section regarding its previous continuing disclosure undertakings 
relate only to those Obligations which are managed by the City Administrative Officer and its staff, 
including Obligations secured by the City’s general fund (including the City’s Judgment Obligation Bonds 
and the Bonds and notes issued through the Municipal Improvement Corporation of Los Angeles), General 
Obligation Bonds, Wastewater System Revenue Bonds, Tax and Revenue Anticipation Notes, and Solid 
Waste Revenue Bonds. The City’s Department of Airports, Department of Water and Power and Harbor 
Department (each of which is governed by a Board of Commissioners that is separate from the City Council) 
enter into continuing disclosure undertakings in connection with the bonds and notes that are secured and 
payable from their respective enterprise revenues.

The City did not file timely notices of rating changes on several issues of Obligations based on 
changes in the ratings of certain bond insurers and liquidity providers within the last five years. Notices of 
all of these rating changes have been filed on the EMMA website.

In addition, the City omitted from the annual reports due in 2016 through 2018 for its Solid Waste 
Resources Refunding Revenue Bonds, Series 2015-A, a table entitled “SOLID WASTE PROGRAM - 
CHANGES IN OPERATING CASH.” A supplement entitled “Supplement to Annual Disclosure Filings 
for the Annual Disclosure Filings due in 2016 through 2018,” which sets forth the outstanding information, 
has been filed with the MSRB on the EMMA website.

LITIGATION

[There is no controversy of any nature now pending against the City or, to the knowledge of its 
respective officers, threatened, seeking to restrain or enjoin the issuance, sale, execution or delivery of the 
Series 2018 Bonds or in any way contesting or affecting the validity of the Series 2018 Bonds or any 
proceedings of the City taken with respect to the issuance or sale thereof, or the pledge or application of 
any moneys or security provided for the payment of the Series 2018 Bonds or the use of the proceeds of the 
Series 2018 Bonds. There are no pending lawsuits that in the opinion of the City Attorney challenge the 
validity of the Series 2018 Bonds, the corporate existence of the City, or the title of the executive officers 
to their respective offices.

Certain Claims Against the SCM Fund

The City is routinely a party to a variety of pending and threatened lawsuits and administrative 
proceedings, including those that may affect the SCM Fund of the City. The Office of the City Attorney 
has prepared the following summary, as of April 12, 2017, of certain claims and lawsuits (with a potential 
loss exceeding $1,000,000) pending against the SCM Fund for construction claims and certain other alleged 
liabilities arising during the ordinary course of operations of the System.

City of Los Angeles et al. v. County of Kern et al. This is an action stemming from a 2006 
ballot initiative (Measure E) that banned the land application of bio solids within the 
unincorporated portions of Kem County, including the area where the City land applies 
biosolids at its Green Acres Farm. In January 2011, the City filed a state claim challenging 
Measure E and Kem County’s ban on the land application of biosolids. The court granted 
a preliminary injunction in July 2011 allowing the City to maintain bio solids operations at 
Green Acres while the litigation is pending. A trial was held in April and May of 2016 in 
the Tulare County Superior Court. The court rendered a tentative decision on November 
28, 2016, that Measure E is invalid and void because it exceeds Kem County’s police 
power authority and is preempted by state law. Such tentative decision became final on 
March 15,2017, but judgment has not yet been entered so the time limit from which to file
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an appeal has not yet begun. This decision allows the City to continue applying biosolids 
at the City-owned Green Acres Farm in Kem County. The City cannot provide any 
guarantees that Kem County will not appeal the court’s ruling in this matter. If Kern County 
appeals and is ultimately successful in the lawsuit and Measure E is upheld, the City would 
be unable to continue the land application of biosolids at its Green Acres Farm. The City 
estimates such an outcome could increase System operation costs by approximately $3 to 
$4 million annually. [Update- p.63 “In August 2017, a settlement agreement was 
signed. As part of the settlement, another related lawsuit regarding the CEQA process 
for the Farm was also concluded. This will preclude any further appeals on the 
Measure E case.”]

Maxim Tselevich, et al. v. City of Los Angeles. This is a lawsuit alleging that a City sewer 
system malfunction caused damage to plaintiff’s residence and at-home business venture 
for manufacturing specialty furniture. The City’s motion for summary judgment was 
partially granted and the claims by one of the plaintiffs for health related and business 
opportunity damages were dismissed. The only remaining claim is for inverse 
condemnation. The trial is currently scheduled for April 27, 2017. If plaintiff prevails on 
the remaining claim, possible City liability could be approximately $4 million. [Update]

Miles, et al. v. City of Los Angeles. This is a lawsuit where three plaintiffs allege that since 
June 2011, a putative class they seek to represent of Wastewater Collection Workers and 
Maintenance Laborers have not been relieved of all duty during their meal and rest breaks 
such that they are owed meal and rest breaks premium pay for these missed breaks pursuant 
to certain Labor Code provisions (Labor Code section 226.7 and 512) and Industrial Wage 
Order No. 9 applicable to the transportation industry. The City denies liability that either 
the Labor Code provisions or the Wage Order applies to the putative class, or that they 
have not been afforded off-duty meal or rest breaks. The case is in the pleading stage and 
discovery is underway. The plaintiffs have not yet moved for class certification. No specific 
amount of damages has yet been claimed. A status conference has been scheduled for 
October 11,2017. If the plaintiffs prevail, the City preliminarily estimates that its exposure 
could range from $5 million to $10 million. [Update]

Christopher Ekstein, et al. v. City of Los Angeles. This is a lawsuit alleging property 
damages as a result of two sewer backup flooding incidents in 2013. A March 6,2017 trial 
date was recently vacated and a new trial date has not yet been assigned. A mandatory 
settlement conference is currently scheduled for May 16,2017. Based on current facts and 
circumstances, the City’s liability could be approximately $1.5 million. [Update]

P.P. Ocean, LLC v. City of Los Angeles. In this case, the plaintiff alleges he was unable to 
sell his property because his property was allegedly damaged and made unstable due to. 
water or sewage intrusion. Based on current facts and circumstances, the City is unable to 
provide a reasonable estimate of potential liability at this time. [Update]

In the view of the City, these claims and lawsuits should not result in judgments or settlements 
which, in the aggregate, would have a material adverse effect on the City’s ability to pay debt service on 
the Series 2018 Bonds.

In addition to the above, the SCM Fund may be impacted as a result of several class action lawsuits 
that were filed as a result of numerous DWP billing issues, see “Financial Operations of the Wastewater 
System - Billing and Collection” herein, as well as potential liabilities and/or regulatory fines as a result of 
certain System failures, see “The Wastewater System - Existing Facilities - Recent Collection System
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Failures’’ herein and “Regulatory Requirements Affecting Operation of the System - NPDES Permits 
HWRP” herein.] [To be confirmed/updated by City Attorney]

Claim Filed by the City

On July 23, 2008, the City filed a complaint in the Superior Court for the County of Los Angeles, 
California, Case Number BC394944, which named a number of investment banking and other firms as 
defendants, some of which are serving as Underwriters of the Series 2018 Bonds or have been underwriters 
of the City’s Senior Lien Bonds and Subordinate Bonds in the past. The complaint alleged that the 
defendants manipulated the derivative market by various means which decreased the returns the City earned 
on guaranteed investment contracts and municipal derivative instruments. The City has settled with certain 
of the investment banking firms and has agreed to settlements with the remaining defendants with formal 
dismissals pending.

Other Pending Legal Matters

Attached hereto as part of Appendix A is a list prepared by the Office of the City Attorney of 
pending matters or cases relating to the City. This information is presented for general information purposes 
only. See [Appendix A - 
Litigation”] attached hereto.

Certain Information Regarding the City of Los Angeles - Employment

LEGAL OPINION

The validity of the Series 2018 Bonds and certain other matters are subject to the approval of 
legality by Hawkins Delafield & Wood LLP, Bond Counsel to the City. A complete copy of the proposed 
form of opinion of Bond Counsel is contained in Appendix F attached hereto. Bond Counsel undertakes no 
responsibility for the accuracy, completeness or fairness of this Official Statement. Certain legal matters 
will be passed upon for the City by Nixon Peabody LLP, Disclosure Counsel, and by Michael N. Feuer, 
City Attorney, and for the Underwriters by their counsel, Stradling Yocca Carlson & Rauth, a Professional 
Corporation.

RATINGS

S&P Global Ratings, a business unit of Standard & Poor’s Financial Services LLC (“S&P”), Fitch 
Ratings (“Fitch”) and Kroll Bond Rating Agency have assigned the Series 2018 Bonds their ratings of

[_]” and “[_],” respectively. Such ratings reflect only the views of such organizations and any
desired explanation of the significance of such ratings should be obtained from the rating agency furnishing 
the same, at the following addresses: S&P Global Ratings, 55 Water Street, New York, New York 10041; 
Fitch Ratings, One State Street Plaza, New York, New York 10004; and Kroll Bond Rating Agency, 845 
Third Avenue, Fourth Floor, New York, New York 10022. Generally, a rating agency bases its rating on 
the information and materials furnished to it and on investigations, studies and assumptions of its own.

LJ, ?■> CC

There is no assurance such ratings will continue for any given period of time or that such ratings 
will not be revised downward or withdrawn entirely by the rating agencies, if in the judgment of such rating 
agencies, circumstances so warrant. Any such downward revision or withdrawal of such ratings may have 
an adverse effect on the market price of the Series 2018 Bonds.

UNDERWRITING

The Series 2018 Bonds are being purchased by Sicbert Cisneros Shank & Co., L.L.C., as 
representative of itself, Jefferies LLC, Drexel Hamilton, LLC and Fidelity Capital Markets (collectively,
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the “Underwriters”) at a price of $
Bonds of $__
discount of $
others at prices lower than the offering prices stated on the inside cover page hereof. The offering prices 
may be changed from time to time by the Underwriters.

(which amount represents the principal amount of the Series 2018 
plus/minus a [net] original issue premium/discount of $
_. The Underwriters may offer and sell the Series 2018 Bonds to certain dealers and

, and less an underwriters’

Jefferies LLC (“Jefferies”), one of the Underwriters for the Series 2018 Bonds, has provided the 
following sentences for inclusion: Jefferies has entered into an agreement (the “Agreement”) with 
E*TRADE Securities LLC (“E*TRADE”) for the retail distribution of municipal securities. Pursuant to 
the Agreement, Jefferies will sell Series 2018 Bonds to E*TRADE and will share a portion of its selling 
concession compensation with E*TRADE.

The following four paragraphs have been provided by the Underwriters:

Certain of the Underwriters and their respective affiliates are full service financial institutions 
engaged in various activities, which may include securities trading, commercial and investment banking, 
financial advisory, investment management, principal investment, hedging, financing and brokerage 
services. Certain of the Underwriters and their respective affiliates have, from time to time, performed, and 
may in the future perform, various financial advisory and investment banking services for the City, for 
which they received or will receive customary fees and expenses.

The City intends to use a portion of the proceeds from the Series 2018-B Subordinate Bonds to 
redeem the Refunded Bonds. To the extent an Underwriter or an affiliate thereof is an owner of Refunded 
Bonds, such Underwriter or its affiliate, as applicable, would receive a portion of the proceeds from the 
issuance of the Series 2018 Bonds contemplated herein in connection with such Refunded Bonds being 
redeemed by the City.

In the ordinary course of their various business activities, the Underwriters and their respective 
affiliates may make or hold a broad array of investments and actively trade debt and equity securities (or 
related derivative securities, which may include credit default swaps) and financial instruments (including 
bank loans) for their own account and for the accounts of their customers and may at any time hold long 
and short positions in such securities and instruments. Such investment and securities activities may involve 
securities and instruments of the City.

The Underwriters and their respective affiliates may also communicate independent investment 
recommendations, market color or trading ideas and/or publish or express independent research views in 
respect of such assets, securities or instruments and may at any time hold, or recommend to clients that they 
should acquire, long and/or short positions in such assets, securities and instruments.

MUNICIPAL ADVISORS

Public Resources Advisory Group and Montague DeRose and Associates have served as Municipal 
Advisors to the City in connection with the issuance of the Series 2018 Bonds. The Municipal Advisors 
have assisted the City in matters relating to the planning, structuring, issuance and sale of the Series 2018 
Bonds. The Municipal Advisors have not audited, authenticated or otherwise independently verified the 
information set forth in the Official Statement, or any other related information available to the City, with 
respect to accuracy and completeness of disclosure of such information. The Municipal Advisors make no 
guaranty, warranty or other representation respecting accuracy and completeness of the Official Statement.
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FINANCIAL STATEMENTS AND DEBT SERVICE COMPLIANCE REPORTS

The SCM Fund Financial Statements and Required Supplementary Information for the Fiscal Years 
ended June 30, 2017 and 2016 (With Independent Auditor’s Report Thereon) and the SCM Fund Debt 
Service Compliance Report for the Fiscal Year ended June 30, 2017 (With Independent Auditor’s Report 
Thereon) are included as Appendix E. The financial statements of the SCM Fund for the Fiscal Year ended 
June 30,2017 and the SCM Fund Debt Service Compliance Report for the Fiscal Year ended June 30,2017 
have been audited by Macias Gini & O’Connell LLP (“Macias”), independent certified public accountants, 
as stated in their report, Macias has not consented to the inclusion of its reports in Appendix E and Macias 
has not undertaken to update its reports or to take any action intended or likely to elicit information 
concerning the accuracy, completeness or fairness of the statements made in this Official Statement, and 
no opinion is expressed by Macias with respect to any event subsequent to the date of its reports.
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MISCELLANEOUS

This Official Statement has been duly approved, executed and delivered by the City.

There are appended to this Official Statement a summary of certain provisions of the Resolutions, 
a glossary of defined terms, a glossary of System terms, Audited Financial Statements of the SCM Fund, 
the proposed form of opinion of Bond Counsel, and a general description of the City and a description of 
the Book-Entry Only System, The Appendices are integral parts of this Official Statement and must be read 
together with all other parts of this Official Statement.

This Official Statement is not to be construed as a contract or agreement between the City and the 
purchasers or holders of any of the Series 2018 Bonds. Any statements made in this Official Statement 
involving matters of opinion, whether or not expressly so stated, are intended merely as an opinion and not 
as representations of fact. The information and expressions of opinion herein are subject to change without 
notice and neither the delivery of this Official Statement nor any sale made hereunder shall, under any 
circumstances, create any implication that there has been no change in the affairs of the City since the date 
hereof. All references to the City Charter and the Resolutions are brief outlines of certain provisions thereof. 
Such outlines do not purport to be complete and reference is made to such laws and such documents for a 
full and complete statement of such provisions.

CITY OF LOS ANGELES

By:
Assistant City Administrative Officer
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APPENDIX A

CERTAIN INFORMATION REGARDING THE CITY OF LOS ANGELES

The information contained in Appendix A is provided as general information regarding the City 
of Los Angeles. Investors are advised that no funds or other financial resources of the City discussed in 
Appendix A are pledged to the payment of the Series 2018 Bonds. The Series 2018 Bonds are limited 
obligations secured by and payable only from the sources offunds described in the Official Statement. 
See “Security and Sources of Payment for the Series 2018 Bonds” in the forepart of this Official 
Statement,
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APPENDIX B

GLOSSARY OF DEFINED TERMS
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HISTORIC, ECONOMIC AND DEMOGRAPHIC INFORMATION

Founded in 1781, the City of Los Angeles (“the City”) was for its first century a provincial 
outpost under successive Spanish, Mexican and American rule. The City experienced a population 
boom following its linkage by rail with San Francisco in 1876. Los Angeles was selected as the 
Southern California rail terminus because its natural harbor seemed to offer little challenge to San 
Francisco, home of the railroad barons. But what the region lacked in commerce and industry, it 
made up in temperate climate and available real estate, and soon tens and then hundreds of 
thousands of people living in the Northeastern and Midwestern United States migrated to new 
homes in the region. Agricultural and oil production, followed by the creation of a deep-water port, 
the opening of the Panama Canal, and the completion of the City-financed Owens Valley Aqueduct 
to provide additional water, all contributed to an expanding economic base. The City’s population 
climbed to 50,000 persons in 1890, and then swelled to 1.5 million persons by 1940. During this 
same period, the motor car became the principal mode of American transportation, and the City 
developed as the first major city of the automotive age. Following World War II, the City became 
the focus of a new wave of migration, with its population reaching 2.4 million persons by 1960.

The City and its surrounding metropolitan region have continued to experience growth in 
population and in economic diversity. The City’s 470 square miles contain 11.5% of the area/size 
of the County and approximately 39% of the population of the County of Los Angeles, California 
(the “County”). Tourism and hospitality, professional and business services, direct international 
trade, entertainment (including motion picture and television production), and wholesale trade and 
logistics all contribute significantly to local employment. Emerging industries are largely 
technology driven, and include biomedical technology, digital information technology, 
environmental technology and aerospace. The County is a top-ranked county in manufacturing in 
the nation. Important components of local industry include apparel, computer and electronic 
components, transportation equipment, fabricated metal, and food processing. Fueled by trade 
with the Pacific Rim countries, the Ports of Los Angeles and Long Beach combined are the busiest 
container ports in the nation. As home to the film, television and recording industries, as well as 
important cultural facilities, the City serves as a principal global cultural center.

Although the economic and demographic information provided below has been collected 
from sources that the City considers to be reliable, the City has made no independent verification 
of the information provided by non-City sources and the City takes no responsibility for the 
completeness or accuracy thereof. The current state of the economy of the City, State of California 
(the “State ”) and the United Slates of America may not be reflected in the data discussed below, 
because more up-to-date information is not publicly available. This information is provided as 
general background.

Additional information on economic highlights for the City was prepared by Beacon 
Economics, and is available on the City’s web site at http://cao.lacity.org/debt/2018.06.01%20- 
%20City%20of%20Los%20Angeles%20-%20Comparative%20Analysis%20Updated.pdf. This 
report is not incorporated by reference.
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Population

The table below summarizes City, County, and State population, estimated as of January 1
of each year.

Table 1
CITY, COUNTY AND STATE POPULATION STATISTICS

City of 
Los Angeles 
3,694,742 
3,769,131 
3,792,621 
3,959,840 
3,985,114 
4,021,488 
4,054,400

County of 
Los Angeles 

9,519,330 
9,816,153 
9,818,605 

10,149,661 
10,180,169 
10,231,271 
10,283,729

Annual
Growth Rate';1)

State of 
California 
33,873.086 
35,869,173 
37,253.956 
38,912,464 
39,179,627 
39,500,973 
39,809,693

Annual 
Growth Rate111

Annual 
Growth Rate1'1

200Cf1)
2005(1)
2010(1)
2015(1)

0.62%0.40% 1.18%
0.770.12 0.00

0.67 0.890.88
2016 0.64 0.690.30

0.502017 0.91 0.82
2018 0.780.82 0.51

(i) For five-year time series, figures represent average annual growth rate for each of the five years.

State of California, Department of Finance, E-4 Population Estimates for Cities, Counties and the State, 2001-2010, with 2000 and 
2010 Census Counts, Sacramento, California, November 2012. State of California Department of Finance, E-4 Population 
Estimates for Cities, Counties, and the State, 2011-2018, with 2010 Census Benchmark. Sacramento, California, May 2018.

Source:

Industry and Employment

The following table summarizes the average number of employed and unemployed 
residents of the City and the County, based on the annual “benchmark,” an annual revision process 
in which monthly labor force Find payroll employment data, which are based on estimates, are 
updated based on detailed tax records. The “benchmark” data is typically released in March for 
the prior calendar year.

Table 2
ESTIMATED AVERAGE ANNUAL EMPLOYMENT AND 

UNEMPLOYMENT OF RESIDENT LABOR FORCE11

2016Civilian Labor Force 2014 2015 20172013
City of Los Angeles 

Employed 
Unemployed

1,845,900
176.400

1,801,000
207,300

1,920,200
113,000

1,942,200
99.000

1,875,700
142.100

Total 2,022,300 2,033,200 2,041,2002,008,200 2,017,800

County of Los Angeles 
Employed 
Unemployed

4.591.100 
413.000

5.004.100

4,482,600
484,600

4,789,500
265.400

4,883,600
240.300

4,671,100
331.200

Total 5,054,900 5,123,9004,967,200 5,002,300

Unemployment Rates
City
County
State
United States

10.3% 8.7% 7.0% 5.6% 4.8%
5.39.8 8.3 6.6 4.7
5.48.9 7.5 6.2 4.8

7.4 6.2 5.3 4.9 4.4

(1) March 2017 Benchmark report as of May 29, 2018; not seasonally adjusted.
Based on surveys distributed to households; not directly comparable to Industry Employment data reported in Table 3.Note:

Sources: California Employment Development Department, Labor Market Information Division for the State and County; U.S. Bureau of
Labor, Department of Labor Statistics for the U.S.
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The California Employment Development Department has reported preliminary 
unemployment figures for July 2018 of 4.2% statewide, 5.1% for the County, and 5.1% for the 
City (not seasonally adjusted).

'Hie following table summarizes the California Employment Development Department’s 
estimated annual employment for the County, which includes full-time and part-time workers who 
receive wages, salaries, commissions, tips, payment-in-kind, or piece rates. Separate figures for 
the City are not maintained. Percentages indicate the percentage of the total employment for each 
type of employment for the given year. For purposes of comparison, the most recent employment 
data for the State is also summarized.

Table 3
LOS ANGELES COUNTY

ESTIMATED INDUSTRY EMPLOYMENT AND LABOR FORCE(1)

Stale of CaliforniaCounty

%of
Total

%of
Total

% of 
Total2000 2017 2017

Agricultural 
Mining and lagging 
Construction 
Manufacturing
Trade, Transportation and Utilities
Information
Financial Activities
Professional and Business Services
Bducational and Health Services
Leisure and Hospitality
Other Services
Government

Total™

0.2% 5,800
2,200

137,700
350.100
838.900
214.500
221.100 
613,400 
794,300
523.900 
154,100
585.500 

4,441,400

0.1% 427,600
22,000

809,100
1,311,900
3.042.600 

528,700 
830,500

2,563.100
2.636.600 
1,951,300

563,300
2.553.500

17,240,200

2.5%7,700
1,800 0.0 0.10.0

3.2 4.7131,500
617,800
785,000
244,300
223.400 
589,100
464.900
344.900 
140,200
581.400 

4,132,000

3.1
15.0 7.67.9
19.0 18.9 17.6
5.9 3.14.8

4.85.05,4
14.3 14.913.8
11.3 17.9 15.3
8.3 11.311.8
3.4 3.33.5

13.214.1 14.8
100.0%100.0% 100.0%

(1) The California Economic Development Department has converted employer records from the Standard Industrial Classification coding 
system to the North American Industry Classification System.

(2) Footnotes may not add due to rounding.
Note: Based on surveys distributed to employers; not directly comparable to Civilian Labor Force data reported in Table 2.

California Employment Development Department, Labor Market Information Division. Based on March 2017 Benchmark report 
released March 23,2018.

Source:
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Personal Income

The U.S. Census Bureau defines personal income as the income received by all persons 
from all sources, and is the sum of “net earnings,” rental income, dividend income, interest income, 
and transfer receipts. “Net earnings” is defined as wages and salaries, supplements to wages and 
salaries, and proprietors’ income, less contributions for government social insurance, before 
deduction of personal income and other taxes.

The following table summarizes the latest available estimate of personal income for the 
County, State and United States.

Table 4
COUNTY, STATE AND U.S. 

PERSONAL INCOME

Per Capita 
Personal Income(1) 

(dollars)
Personal Income 

(thousands of dollars)Year and Area

2013
County®
State<2)
United States®

$ 483,578,594
1,861,956,514 

14,068,960,000

$ 48,283 
48,555 
44,489

2014
County®
State®
United States®

$ 514,516,564
1,986,025,976 

14,811,388,000

$51,111
51,317
46,486

2015
County®
State®
United States®

S 549,073,019 
2,133,664,158 

15,547,661,000

$54,298
54,664
48,429

2016
County®
State®
United States®

* 563,907,868 
2,212,691,221 

15,912,777,000

$55,624
56,308
49,204

2017
County®
State®
United States®

N/A N/A
$58,272

50,392
$ 2,303,870,496 
16,413,550,863

® Per capita personal income was computed using Census Bureau midyear population estimates. Per capita personal income is total personal 
income divided by total midyear population. Estimates for 2013 to 2017 reflect Census Bureau midyear state population estimates as of 
December 2017. Estimates for 2013 to 2016 reflect county population estimates as of March 2017.
Last updated: March 22,2018 - new estimates for 2017; revised estimates for 2013 - 2016.
Last updated: November 16, 2017 - new estimates for 2016; revised estimates for 2013 - 2015.

(2)
(3)

Source: U.S. Bureau of Economic Analysis, “Table SA1 Personal Income Summary" and “Table CA1 Personal Income Summary”.
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Retail Sales
As the largest city in the County, the City accounted for $45 billion (or 29.2%) of the total 

$154.2 billion in County taxable sales for 2016. The following table sets forth a history of taxable 
sales for the City for calendar years 2012 through 2016, 2016 being the last full year for which 
data is currently available.

Table 5
CITY OF LOS ANGELES 

TAXABLE SALES 
(in thousands)

2014 20162012 2013 2015
$3,662,657

1,676,926
1,942,915
2,322,695
5,090,496
2,884,984
2,759,578
6,564,652
3,716,658

30,621,561
9,502,364

$40,123,926

$3,983,625
1,683,805
2.086,608
2,444,701
4,954,380
3,032,886
2.873,530
6,946,625
3,943,616

$4,616,450
1,826,089
2,335,497
2,718,199
4.252,397
3,190.617
2,725,354
8,194,963
4,112,670

33,972,239
10,074,458

$44,046,697

$ 4,769.093 
1,945,181 
2,384,196 
2,781,424 
3,670,450 
3,201,152 
2,500,015 
8,775,092 
4,229.201 

34,355,804 
10.624,426 

$44,980,230

Motor Vehicle and Farts Dealers 
Home Furnishings and Appliance Stores 
Bldg, Materials and Garden Equip. and Supplies 
Food and Beverage Stores 
Gasoline Stations
Clothing and Clothing Accessories Stores
General Merchandise Stores
Food Services and Drinking Places
Other Retail Group
Total Retail and Food Services
All Other Outlets
TOTAL ALL OUTLETS

$4,158,168
1,725,981
2,179,954
2,582,338
4.822,894
3,102,222
2,899,454
7,534,764
3.969,898

32,975,673
10,480,659

$43,456,334

31,949,776
9,806,938

$41,756,714

4.1% 2.1%Year-over-year growth 6.0% 4.1% 1.4%

California State Board of Equalization, Research and Statistics Division.Source:

The City experienced a 2.9% growth in its own sales tax receipts in Fiscal Year 2016-17 
(excluding additional receipts from the restoration of the 1 % local tax rate), estimates 3.6% growth 
for Fiscal Year 2017-18, and projects 3.5% growth in sales tax receipts for the Fiscal Year 2018
19 Adopted Budget.
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Land Use
The following table, derived from data maintained by the Los Angeles County Assessor, 

indicates various land uses within the City based on assessed valuation and the number of parcels.

Table 6
CITY OF LOS ANGELES

ASSESSED VALUATION AND PARCELS BY LAND USE

No. of 
Parcels

%of
Total

2017-18
Assessed Valuation^1

% of 
Total 

14.94%
Non-Residential 

Commercial Office 
Vacant Commercial 
Industrial 
Vacant Industrial 
Recreational
Govemment/Social/Institutional
Miscellaneous

Subtotal Non-Residential

$ 81,696,410,903 
2,229,933,010 

38,694,352,154 
1,841,327,493 
1,968,622,688 
3,424,152,581 

412.305,160

35,982
1,217

19,997
4,094

4.58
0.150.41

7.07 2.54
0.34 0.52
0.36 802 0.10

0.480.63 3,754
2.8670.08 0.36

$130,267,103,989 23.81% 68,713 8.74%

Residential
Single Family Residence 
Condominium/T ownhouse 
Mobile Homes and Lots 
Mobile Home Park 
24 Residential Units 
5+ Residential Units/Apartments 
Vacant Residential 

Subtotal Residential

$288,756,702,948
36,815,358,543

114,122,340
176,813,031

28,453,236,579
59,349,537,762
3.065.831.860

$416,731,603,063

52.79% 498,231
86,529
3,294

63.41%
11.016.73

0.02 0.42
900.03 0.01

5.20 74,218
34,850
19.833

9.45
10.85 4.44
0.56 2.52

76.19% 717,045 91.26%

Total $546,998,707,052 100.00% 785,758 100.00%

(i) Local Secured Assessed Valuation, excluding tax-exempt property.

Source: California Municipal Statistics, Inc.
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Construction Activity

The table below provides a summary of building permits issued by the City by calendar
year.

Table 7
CITY OF LOS ANGELES

RESIDENTIAL BUILDING PERMIT VALUATIONS AND NEW UNITS

2013 2016 20172014 2015

Valuation®
Residential®
Non-Residential®
Miscellaneous Residential® 
Miscellaneous Non-Residential®

$6,416
2,668

$6,808
3,385

$4,246 $7,924
3,522

£6,822
3,3591,732

880605 968 729 1,197
2848 18 25 134

875631 18 40

Number of Residential Units: 
Single family"’1 
Multi-family17'

Subtotal Residential Units

2,393 3,148
10.984
14,132

1,852 2,246
13,246

1,254
7.136 9.607 

11,459
11.495

15,492 13,8888,390

Number of Non-Residential Units® 326 6300 613 97

Miscellaneous Residential Units® 
Miscellaneous Non-Residential Units(10)

536 672 4,701274 393
323 1,036 100267 736

19,563Total Units 9,249 17,234 15,69312,326

(U In millions of dollars. “Valuation” represents the total valuation of all construction work for which the building permit is issued.
(2) Valuation of permits issued for Single-Family Dwellings, Duplexes, Apartment Buildings, Hotel/Motels, and Condominiums,

Valuation of permits issued for Special Permits, Airport Buildings, Amusement Buildings, Churches, Private Garages, Public Garages, 
Gasoline Service Stations, Hospitals, Manufacturing Buildings, Office Buildings, Public Administration Buildings, Public Utilities 
Buildings, Retail Stores, Restaurants, School Buildings, Signs, Private Swimming Pools, Theater Buildings, Warehouses, Miscellaneous 
Buildings/Structures, Prefabricated Houses, Solar Heaters, Temporary Structures. Artists-in-Residence, Foundation Only, Grade - Non
Hillside, Certificates of Occupancy - Use of Land, Grading - Hillside.
Valuation of permits issued for “Additions Creating New Units - Residential” and “Alterations Creating New Units Residential.” 
Valuation of permits issued for “Additions Creating New Units - Commercial” and “Alterations Creating New Units - Commercial.”

(6) Number of dwelling units permitted for Single-Family Dwellings and Duplexes.
Number of dwelling units permitted for new Apartment Buildings, Hotel/Motels, and Condominiums.

<8) Number of dwelling units permitted for Airport Buildings, Amusement Buildings, Churches, Private Garages, Public Garages, Gasoline 
Service Stations, Hospitals, Manufacturing Buildings, Office Buildings, Public Administration Buildings, Public Utilities Buildings, Retail 
Stores, Restaurants, School Buildings, Signs, Private Swimming Pools, Theater Buildings, Warehouses, Miscellaneous Buildings/Structures 
Prefabricated Houses, Solar Heaters, Temporary Structures, Artists-in-Residence,

<5> Number of dwelling units added includes “Addition Creating New Units - Residential” and “Alterations Creating New Units - Residential.” 
Number of dwelling units added includes “Additions Creating New Units - Commercial” and “Alterations Creating New Units - 
Commercial.”

(4)
(5)
tri

i::n

City of Los Angeles, Department of Building and Safety.Source:

MUNICIPAL GOVERNMENT

The City is a charter city originally incorporated in 1850. Under the State Constitution, 
charter cities such as the City are generally independent of the State Legislature in matters relating 
to municipal affairs. Charter cities, however, are subject to State Constitutional restrictions. The 
most recent charter was adopted in 1999, became effective July 1, 2000, and has been amended a 
number of times by voter approval. In an amendment approved by voters in 2015 (Charter 
Amendment 1), the City’s primary and general election dates were moved to June and November 
of even-numbered years, beginning in 2020, in order to align them with federal and state elections.
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The measure also extended the terms of officials elected in 2015 and 2017; these candidates were 
given five and a half-year terms instead of the customary four to transition to the new election 
dates.

The City is governed by the Mayor and the Council. The Mayor is elected at-large for a 
four-year term. As executive officer of the City, the Mayor has the overall responsibility for 
administration of the City. The Mayor recommends and submits the annual budget to the Council 
and passes upon subsequent appropriations and transfers, approves or vetoes ordinances, and 
appoints certain City officials and commissioners. He supervises the administrative process of 
local government and works with the Council in matters relating to legislation, budget, and finance. 
As prescribed by the Charter and City ordinances, the Mayor operates an executive department, of 
which he is the ex-officio head. The current Mayor, Eric Garcetti, assumed office on July 1, 2013 
and was elected to a second term on March 7, 2017, which will end in 2022 due to the change in 
election dates.

The Council, the legislative body of the City, is a full-time council. The Council enacts 
ordinances subject to the approval of the Mayor and may override the veto of the Mayor by a two- 
thirds vote. The Council orders elections, levies taxes, authorizes public improvements, approves 
contracts, adopts zoning and other land use controls, and adopts traffic regulations. The Council 
adopts or modifies the budget proposed by the Mayor. It authorizes the number of employees in 
budgetary departments, creates positions and fixes salaries. The Council consists of 15 members 
elected by district for staggered four-year terms.

The other two elective offices of the City are the Controller and the City Attorney, both 
elected for four-year terms. The Controller is the chief accounting officer for the City. The current 
Controller, Ron Galperin, assumed office on July 1, 2013, and was elected to a second term on 
March 7, 2017, which will end in 2022 due to the change in election dates.

The City Attorney is attorney and legal advisor to the City and to all City boards, 
departments, officers, and entities, and prosecutes misdemeanors and violations of the Charter and 
City ordinances. The current City Attorney, Mike Feuer, assumed office on July 1, 2013, and was 
elected to a second term on March 7, 2017, which will end in 2022 due to the change in election 
dates.

All citywide elected officials are subject to term limits of two four-year terms, while 
Council members are subject to term limits of three four-year terms.

The City Administrative Officer (“CAO”) is the chief fiscal advisor to the Mayor and 
Council and reports directly to both. The CAO is appointed by the Mayor, subject to Council 
confirmation. In February 2017, the Mayor appointed Richard H. Llewellyn, Jr. as Interim City 
Administrative Officer; he was permanently appointed to the position by the Mayor and confirmed 
by the Council in February 2018.

The City Treasurer (the “Treasurer”) receives, invests and is the custodian of the City’s 
funds and those of affiliated entities. The Treasurer also serves as the City’s Investment Officer. 
The Treasurer is appointed by the Mayor and confirmed by the Council. On July 1, 2011, the 
Office of the Treasurer was consolidated into the Office of Finance. Claire Bartels, the Director of 
Finance, also serves as the City Treasurer.

The City has 38 departments and bureaus for which operating funds are annually budgeted 
by the Council. In addition to these, three departments (the Department of Water and Power
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(“DWP”), the Harbor Department, and the Department of Airports) and one State-chartered public 
agency (the Housing Authority of the City) are under the control of boards appointed by the Mayor 
and confirmed by the Council, The City obtains water and electricity from DWP, the largest 
municipally-owned utility in the nation. Two departments, the Los Angeles City Employees’ 
Retirement System and the Fire and Police Pension System, are under the control of boards whose 
membership is comprised of Mayoral appointees and representatives elected by system members.

Public services provided by the City include police, fire and paramedics; residential refuse 
collection and disposal, wastewater collection and treatment, street maintenance, traffic 
management, storm water pollution abatement, and other public works functions; enforcement of 
ordinances and statutes relating to building safety; public libraries; recreation and parks; 
community development; housing and aging services; and planning.

BUDGET AND FINANCIAL OPERATIONS

Risk Management and Retention Program

Because of its size and its financial capacity, the City has long followed the practice of 
directly assuming most insurable risks without procuring commercial insurance policies. The 
extent and variety of City exposure is such that the cost of the premiums outweighs the benefits of 
such coverage. The City administers, adjusts, settles, defends and pays claims from budgeted 
resources. The City is self-insured for workers’ compensation as permitted under State law. The 
City procures commercial insurance when required by bond or lease financing covenants and for 
other limited purposes.

Funds are budgeted annually to provide for claims and other liabilities based both on the 
City’s historical record of payments and an evaluation of known or anticipated claims. The Fiscal 
Year 2018-19 Adopted Budget provides funding of $89.1 million for these liabilities, of which $80 
million is dedicated to liabilities that must be paid from the General Fund. The 2018-19 Adopted 
Budget also includes an additional $20 million in the Unappropriated Balance, Reserve for 
Extraordinary Liabilities, which is also available for this purpose. From time to time, the City may 
issue judgment obligation bonds to finance larger judgments or settlements, as it did in Fiscal Year 
2008-09 and Fiscal Year 2009-10, Claims and other liabilities against the Wastewater System (the 
“System”) are paid from the Sewer Construction and Maintenance Fund, which is accounted for 
as an Enterprise Fund. The System’s recent claims payment experience is listed in the table below.

Table 8
SEWER CONSTRUCTION AND MAINTENANCE FUND 

LIABILITY CLAIMS PAID™
(S in thousands)

Fiscal Year Claims Paid
2014- 15
2015- 16
2016- 17
2017- 18 (Estimated)
2018- 19 (Adopted Budget)

$2,377
1,792
1,799
3,750
3,750

(1) Cash basis.

Source: City of Los Angeles, Office of the City Administrative Officer.
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Workers’ Compensation, Employee Health Care and Other Human Resources Benefits

The City appropriates funds to a Human Resources Benefits Fund to account for various 
programs to provide benefits to its employees, in addition to retirement and other post-employment 
benefits as described below. The Fund is administered by the Personnel Department, and does not 
account for retirement or other post-employment benefits. Total benefits expenditures are shown 
in the following table.

Table 9
HUMAN RESOURCES BENEFITS*'* 

($ in thousands)

Adopted
2018-19

Estimated
2017-182015-162014-15 2016-17

$194,000
25,830

286,257

Workers’ Compensation/Rehabilitation 
Contractual Services 
Civilian FLEX Program*21 
Supplemental Civilian Union Benefits 
Police Health and Welfare Program 
Fire Health and Welfare Program 
LInemployment Insurance 
Employee Assistance Program 
Total

$161,500
26,480

227,017
4,094

129,359
46,437

5,000
1.250

$601.137

$169,601
21,141

235,918
4,318

134,340
47,037

2,989

$175,831
20,152

255,129
4,889

139,498
49,348
2,538

$189,500
23,230

276,415
4,607

145,526
52,523
2,900

5,113
158,068
56,927
2,800

1,535 1.6621.463 1,587
$648.920 $730 657$616.807 $696.288

(i) Cash basis.
Reflects all civilian health, dental, union supplemental benefit and life insurance subsidies.(2)

City of Los Angeles, Office of the City Administrative Officer.Source:

The System pays its pro-rata share of these and certain other costs through a line item 
budgeted as “Reimbursement of General Fund Costs” in the Sewer Construction and Maintenance 
Fund budget. The volatility in these reimbursements reflects changes in the City’s cost allocation 
plan and occasional overpayments of related costs, which are reconciled in subsequent years.

Table 10
SEWER CONSTRUCTION AND MAINTENANCE FUND 

REIMBURSEMENT OF GENERAL FUND COSTS 
(S in thousands)

Expenditures'*1Fiscal Year

$79,547
54,760
69,284
95,138

107,585

2014- 15
2015- 16
2016- 17
2017- 18 (Estimated)
2018- 19 (Adopted Budget)

<« Cash basis.

City of Los Angeles, Office of the City Administrative Officer.Source:
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Labor Relations
In 1971, the City adopted an employee relations ordinance under the provisions of the 

Meyers-Milias-Brown Act (“MMBA”). Under the MMBA, management must bargain with 
recognized employee organizations on terms and conditions of employment, including wages, 
hours, and other working conditions. The CAO is the formal management representative on 
employee relations matters, representing the Mayor and Council in negotiations with recognized 
employee organizations. The CAO receives direction from the Executive Employee Relations 
Committee (“EERC”), consisting of the Mayor, the President of the Council, the President Pro- 
Tempore of the Council and the chairpersons of the Council’s Budget and Finance, and Personnel 
and Animal Welfare Committees. Formal Memoranda of Understanding (“MOUs”) are executed 
between the City and the employee organizations incorporating the negotiated wages and working 
conditions for each bargaining unit. For expired contracts, the terms continue to be observed during 
negotiations of a new contract, unless a provision has a specific termination date.

There are 41 individual MOUs, affecting about 36,400 full-time City employees (these 
bargaining units include employees of the Airport and Harbor departments, but exclude DWP 
employees) that are represented by 22 labor unions/employee associations. The remaining 
approximately 800 employees are not represented. The vast majority of employees that are 
members of the Los Angeles City Employees’ Retirement System (“LACERS”) are considered to 
be “civilian” employees. Employees that are members of the City of Los Angeles Fire and Police 
Pension Plan (“LAFPP”) are considered to be “sworn” or “safety” employees. See “BUDGET 
AND FINANCIAL OPERATIONS—Los Angeles City Employees’ Retirement System 
(“LACERS”).”

Multi-year agreements are currently in place with the Los Angeles Police Protective 
League; the United Firefighters of Los Angeles City; the 19 bargaining units that comprise the 
“Coalition of LA City Unions” (which includes 17 full-time and two part-time bargaining units); 
and the five bargaining units represented by the Engineers and Architects Association. The 
agreements provide for salary increases as shown on the table below.

The following table summarizes the membership and status of the largest unions and 
employee associations. Most current labor contracts will expire at the end of Fiscal Year 2017-18 
or Fiscal Year 2018-19. Most Wastewater System employees are members of the Service 
Employees International Union, which is represented by the Coalition of LA City Unions.
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Table 11
STATUS OF LABOR CONTRACTS 

LARGEST EMPLOYEE ORGANIZATIONS 
(As of July 1,2018)

Number of 
Bargaining 

Units
Full-Time Employees 

Represented*1*

9,897

Status of Memorandum 
ofUnderstanding

Contract expires 7/31/19

Cost of Living Adjustment*2*

2% on 7/8/18 
2% on 7/7/19

Organization

Los Angeles Police 
Protective League

1

Contract expires 6/30/19 4% effective 6/26/16 
2% effective 7/9/17 
2% effective 1/7/18 
2% effective 7/8/18

United Firefighters of Los 
Angeles City

3,282 1

Coalition of LA City Unions® 2% on 7/9/17 
2.75% step on 1/7/18 
Salaries restructured

15,653 Contracts expired 6/30/1817

1.5% increase effective 12/13/15. 
2.25% effective 6/26/16 
2.25% effective 6/25/17 
2.25% effective 6/24/18

Engineers and Architects 
Association

4,937 Contracts expire 6/22/194

Contract expires 6/22/19 3% effective 11/13/16 
2% effective 6/25/17 

1.5% effective 12/10/17 
2% effective 6/10/18 
2% effective 6/23/19 
Salaries restructured

Municipal Construction 
Inspectors Association

866 1

<i) Total employees in all departments except DWP.
Adjustments for the term covered by the specific MOU. Also includes certain “step increases” for variation in pay based on longevity. 
Includes Service Employees International Union, Local 721, American Federation of State, County and Municipal Employees, 
Laborers’ International Union of North America Local 777, Los Angeles/Orange County Building & Construction Trades Council, 
IUOE Local 501, and the Teamsters, Local 911.

(2)
(3)

City of Los Angeles, Office of the City Administrative Officer.Source:
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The table below shows total authorized City staffing for all departments except Airports, 
Harbor, DWP, LACERS, and LAFPP. The Los Angeles Police Department (“LAPD”) represents 
the single largest department in terms of authorized positions.

Table 12
AUTHORIZED CITY STAFFING(1>

Adopted
2018-192015-16 2016-17 2017-187014-15

Sworn
Police 10,480

3,232
10,545
3.350

10.549
3.363

13,912

10,522
3,292

10,547
3.350Fire

Subtotal Sworn 
Civilian 

Police

13,712 13,814 13,89713,895

3,3883,227 3,313 3,3353,330
Fire 342 379 397342 383
All Others 

Subtotal Civilian 
Total

15.501 15.760 16,06314.594
18.163

15.107
19.84818.762 19.210 19,478

31,875 33,105 33,76032,576 33,375

cl) As authorised in the Adopted Budget. Includes permanent (“regular”) positions and excludes temporary personnel (also referred to as 
“resolution authority positions”), which total 2,400 for Fiscal Year 2018-19. Also excludes personnel of the departments of Airports, 
Harbor, DWP, LACERS and LAFPP.

Source: City of Los Angeles, Office of the City Administrative Officer.

Los Angeles City Employees’ Retirement System (“LACERS”)
The City has three single-employer defined benefit pension plans created by the City 

Charter: the Los Angeles City Employees’ Retirement System (“LACERS”), the City of Los 
Angeles Fire and Police Pension Plan (“LAFPP”) and. for employees of DWP, the Water and 
Power Employees’ Retirement, Disability and Death Benefit Insurance Plan (the “Water and 
Power Plan”). Both LACERS and LAFPP (collectively, the “Pension Systems”) are funded 
primarily from the City’s General Fund, while the Water and Power Plan is funded by that 
department’s proprietary revenues. Employees of the City’s Wastewater System are members of 
LACERS.

LACERS, established in 1937 under the Charter, is a contributory plan covering most City 
employees except uniformed fire and police personnel who are members of Los Angeles Fire and 
Police Pensions, and employees of the Department of Water and Power. As of June 30, 2017, the 
date of its most recent actuarial valuation, LACERS had 25,457 active members, 18,805 retired 
members and beneficiaries, and 7,428 inactive members. The number of retired members was 
significantly increased, and the number of active members significantly decreased, as a result of 
the City’s Early Retirement Incentive Program in Fiscal Year 2009-10. LACERS is funded 
pursuant to the Entry Age Cost Method, which is designed to produce stable employer 
contributions in amounts that increase at the same rate as the employer’s payroll (i.e., level percent 
of payroll).

LACERS provides retirement, disability, death benefits, post-employment healthcare and 
annual cost-of-living adjustments to plan members and beneficiaries. As required by the City 
Charter, the actuarial valuations for LACERS are prepared on an annual basis and the applicable 
actuary recommends contribution rates for the fiscal year beginning after the completion of that
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actuarial valuation. When approved by LACERS’ board of administration, these become the City’s 
contribution rates for such years.

LACERS’ annual valuations determine the contribution rate, as a percentage of covered 
payroll, needed to fund the normal retirement costs accrued for current employment and to 
amortize any unfunded actuarial accrued liability (“UAAL”). The UAAL represents the difference 
between the present value of estimated future benefits accrued as of the valuation date and the 
actuarial value of assets currently available to pay these liabilities. The valuation is an estimate 
based on relevant economic and demographic assumptions, with the goal of determining the 
contributions necessary to sufficiently fund over time the benefits for currently active, vested 
former members and retired employees and their beneficiaries. Various actuarial assumptions are 
used in the valuation process, including the assumed rate of earnings on the assets of the plan in 
the future, the assumed rates of general inflation, salary increases, inflation in health care costs, 
assumed rates of disability, the assumed retirement ages of active employees, the assumed marital 
status at retirement, and the post-employment life expectancies of retirees and beneficiaries. As 
plan experience differs from adopted assumptions, the actual liabilities will be more or less than 
the liabilities calculated based on these assumptions. The contribution rates in the following year’s 
valuations are adjusted to take into account actual plan performance in the current and prior years. 
In addition, LACERS performs an experience study every three years and further adjusts its 
assumptions accordingly.

A number of assumptions are made in calculating the actuarial valuation of retirement 
benefits. The following are some of the key assumptions used by LACERS’ actuary, The Segal 
Company, in preparing LACERS’ actuarial report as of June 30, 2017.

Table 13
LOS ANGELES CITY EMPLOYEES’ RETIREMENT SYSTEM 

ACTUARIAL ASSUMPTIONS 
As of June 30,2017

Investment rate of return 
Inflation rate
Real across-the-board salary increase (net of inflation)
Projected salary increases
Cost of living adjustments for pensioners

7.25%
3.00%
0.50%
Ranges from 3.90% to 10.00%, based on service 
3.00% for Tier 1; 2.00% for Tier 3

Los Angeles City Employees' Retirement System Actuarial Valuation and Review of Retirement and Health Benefits 
as of June 30,2017.

Source:

In 2017, the LACERS Board adopted a 7.25% assumed investment return and 3.00% price 
inflation, with a plan to conduct a full experience study of economic and demographic assumptions 
in the summer of 2018. Consistent with this previous action, the LACERS Board considered the 
full experience study in August 2018. In addition to demographic assumption changes including 
mortality, the LACERS actuary (Segal Consulting) recommended further reducing the inflation 
rate to 2.75% and the assumed investment return to 7.0%. The LACERS Board, however, only 
adopted changes to the demographic actuarial assumptions and not the economic assumptions. 
Instead the LACERS Board decided to consider all economic and demographic assumptions in
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2020. The economic assumption changes will have the impact of increasing the City’s contribution 
rate beginning in fiscal year 2019-20, all else being equal.

The valuations incorporate a variety of actuarial methods, some of which are designed to 
reduce the volatility of contributions from year to year. When measuring the value of assets for 
determining the UAAL, many pension plans, including LACERS, “smooth” market value gains 
and losses over a period of years to reduce volatility. These smoothing methodologies result in an 
actuarial value of assets that are lower or higher than the market value of assets.

LACERS’ Board uses a market value corridor of 40%. A “corridor” is used in conjunction 
with asset smoothing, in order to keep the actuarial value of assets within a certain percentage of 
the market value of assets. For example, if a system has a 40% corridor, the actuarial value of 
assets must be between 60% and 140% of the market value of assets. Market losses and gains are 
recognized under a seven-year asset smoothing period, where only 1/7 of annual market gains or 
losses are recognized in the actuarial value of assets each year. The remaining gains or losses are 
spread equally over the next six years.

To limit future fluctuations in asset values due to large unrecognized gains reflecting 
several years of fairly large annual market gains and losses from a volatile market, the LACERS 
Board adopted a one-time adjustment, as of June 30, 2014, to its current asset smoothing policy 
by combining the unrecognized gains and losses of the prior years into one layer and spreading it 
evenly over six years. As of June 30,2017, there was a total unrecognized net gain of $2.6 million. 
The following table shows the original market gains and losses, and the unrecognized gains and 
losses as of June 30, 2017.

Table 14
LOS ANGELES CITY EMPLOYEES’ RETIREMENT SYSTEM 

CALCULATION OF UNRECOGNIZED RETURN DUE TO ASSET SMOOTHING
As of June 30,2017

Portion Not RecognizedYear Ended June 30 Original Market Gain (Loss') Amount Not Recognized

S (27,190,474)0 

534,122,392 
(404,434,594) 

(760,731,121) 

660,830,976

2013 $ (81,571,421) 

1,246,285,581 

(707,760,540) 

(1,065,023,569) 

770,969,472

2/6
2014 3-7

2015 VI
2016 V7

2017 6/7

Total unrecognized return (lost) $ 2,597,179

,;l) All deferred unrecognized investment gains as of June 30,2013 were combined into a single layer, to be recognized over the six-year 
period beginning July 1,2013.

Los Angeles City Employees' Retirement System Actuarial Valuation and Review of Retirement and Health Benefits as of June 30, 
2017.

Source:

LACERS amortizes components that contribute to its UAAL over various periods of time, 
depending on how the unfunded liability arose, layering separate, fixed amortization periods. 
Under current funding policy, actuarial losses and gains are amortized over fixed 15-year periods. 
Liabilities or surpluses due to assumption changes are funded or credited over 15 and 20 years for 
retiree health care benefits and retirement benefits, respectively. Liabilities caused by future early

A-15



retirement incentives will be funded over five years; other benefit changes will be amortized over 
15 years.

The table below shows the actuarial value of the City’s liability for retirement benefits 
(excluding retiree health care and other post-employment benefits), the actuarial value of assets 
available for retirement benefits, and two indicators of funding progress for LACERS, the funded 
ratio and the ratio of UAAL to annual payroll.

Table 15
LOS ANGELES CITY EMPLOYEES’ RETIREMENT SYSTEM 

SCHEDULE OF FUNDING PROGRESS FOR RETIREMENT BENEFITS 
ACTUARIAL VALUE BASIS 

(S in thousands)*1*

Actuarial
Accrued
Liability
fAALl

Unfunded AAL 
as a Percentage 

Of Covered 
Payroll^

Actuarial
Valuation 

As of June 30

Actuarial 
Value of 
Assets

Covered
Pavroll(4)

Unfunded
aal<2>

Funded
Ratio(31

$11,186,404
12,041,984
12,595,025
13,391,704
14,393,959
14.881,663
16,248,853
16.909.996
17.424.996 
18,458.188

88.4%2008 $9,438,318
9,577,747
9,554,027
9,691,011
9,934,959

10,223,961
10,944,751
11,727,161
12.439,250
13,178,334

$1,748,085
2,464.237
3.040.998 
3,700,693
4.458.999 
4,657,702 
5,304,103 
5,182,835 
4,985,746 
5,279,854

84.4% $1,977,645
1,816,171
1,817,662
1.833,392
1,819,270
1,846,970
1,898,064
1,907,665
1,968,703
2,062,316

135.72009 79.5
2010 167.375.9
2011 72.4 201,9

245.12012 69.0
252.2 
279.5 
271.7
253.3 
256.0

2013 68.7
2014 67.4
2015 69.4
2016 71.4
2017 71.4

(i) Table includes funding for retirement benefits only, Other Post-Employment Benefits (OPEB) are not included.
Actuarial Accrued Liability minus Actuarial Value of Assets, commonly referred to as UAAL. Positive numbers represent a funded 
ratio less than 100%.
Actuarial value of assets divided by Actuarial Accrued Liability,
Annual payroll for members of LACERS.
UAAL divided by covered payroll.

(2)
(3)

(4)
(5)

Los Angeles City Employees’ Retirement System Actuarial Valuation and Review of Retirement and Health Benefits as of June 30, 
2017.

Source:

The actuarial value of assets is different from the market value of assets as gains and losses 
are smoothed over a number of years. The following table shows the funding progress of LACERS 
based on the market value of the portion of system assets allocated to retirement benefits.
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Table 16
LOS ANGELES CITY EMPLOYEES’ RETIREMENT SYSTEM 

SCHEDULE OF FUNDING PROGRESS FOR RETIREMENT BENEFITS 
MARKET VALUE BASIS 

($ in thousands)11*

Unfunded Liability 
as a Percentage 

Of Covered 
Payroll (Market 

Value)15*

Actuarial
Accrued
Liability
(AAL)

Actuarial 
Valuation 

As of June 30

Market 
Value of 
Assets

Funded
Ratio

(Market Value)0*
Unfunded
Liability12*

Covered
Payroll1**

2008 $9,059,551
7,122,911
7,804,223
9,186,697
9,058,839

10.154,486
11,791,079
11.920,570
11,809,329
13,180,516

$11,186,404
12,041,984
12,595,025
13,391,704
14,393,959
14,881,663
16,248,853
16.909.996
17.424.996 
18,458,188

$2,126,853
4,919,073
4,790,802
4.205,007
5,335,120
4,727,177
4,457,774
4,989,426
5,615,667
5,277.672

81.0% $1,977,645
1,816,171
1,817,662
1,833,392
1,819,270
1,736,113
1,802,931
1,835,637
1.968.703
2.062,316

107,5%
270.9
263.6

2009 59.2
2010 62.0
2011 229.468.6

293.32012 62.9
272.32013 68.2

2014 247.372.6
2015 70.5 271.8
2016 67.8 285.2

256.02017 71.4

(i) Table includes funding for retirement benefits only. Other Post-Employment Benefits (OPEB) are not included. 
Actuarial Accrued Liability minus Market Value of Assets. Positive numbers represent a funded ratio less than 100%. 
Market value of assets divided by actuarial accrued liability.
Annual payroll for members of LACERS.
Unfunded liability divided by covered payroll.

m
(3)

(5)

Calculated based on data from Los Angeles City Employees ’ Retirement System Actuarial Valuation reports.Source:

LACERS has adopted asset allocation plans to guide their investments in stocks, bonds, 
real estate, alternatives and cash equivalents over a three- to five-year period. The asset allocations 
of LACERS are summarized further below. Market value investment returns for the past 10 fiscal 
years are shown in the table below. Any return below the actuarial assumed rate of return (lowered 
to 7.25% as of its June 30, 2017 actuarial valuation) represents an actuarial investment loss, while 
any return above the assumed rate of return represents an actuarial investment gain.

Table 17
LOS ANGELES CITY EMPLOYEES’ RETIREMENT SYSTEM 

HISTORICAL MARKET VALUE INVESTMENT RETURNS

Fiscal Year LACERS

2007- 08
2008- 09
2009- 10
2010- 11 
2011-12
2012- 13
2013- 14
2014- 15
2015- 16
2016- 17

(5.7)%
(19.5)
12.9
22.6

1.1
14.3
18.4
2.8
0.5

13.3

City of Los Angeles, LACERS.Source:
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The City has never issued pension obligation bonds to fund any of its pension systems. The 
City does pre-pay its annual contribution to LACERS out of the proceeds of its annual issuance of 
tax and revenue anticipation notes.

The table below summarizes the City’s payments to LACERS over the past five years, 
including the budgeted payment for Fiscal Year 2018-19. This table includes costs for retirement, 
as well as for retiree health care (see “BUDGET AND FINANCIAL OPERATIONS —Other 
Post-Employment Benefits”), and other miscellaneous benefits.

Table 18
LOS ANGELES CITY EMPLOYEES’ RETIREMENT SYSTEM 

SOURCES AND USES OF CONTRIBUTIONS 
($ in thousands)"*

Adopted Budget Adopted Budget 
2018-192016-17 2017-182014-15 2015-16

Sources of Contributions
Contributions for Council-controlled 

Departments
Airport, Harbor Departments, 

LACERS, LAFPP 
Total

$434,639 $450,813 $488,414$411,509 $459,400

106.766
$566,166

110,370103,120 102,21494.209
$537,759 $553,027$505,718 $598,784

Percent of payroll - Tier 1 
Percent of payroll - Tier 2 
Percent of payroll - Tier 3

28.75%
26.42%

28.16% 27.22%26.56%
19.63%

28.31%

24.64%24.96% 25.88%

Uses of Contributions
Current Service Liability (Normal $190,777 $206,982 $214,403$193,769 $223,667

cost)
359,542
(20.918)(6)

$553,027

UAAL
Adjustments12*

Total

305,891
6.058m

$505,718

363,929
(16.947V4*

$537,759

366,172 
(6.98 SVs> 

$566,166

397,617
(22.500)(7)

$598,784

(i) Includes funding for OPEB.
Includes the excess benefit plan, the family death benefit plan, and the limited term plan fund. Beginning with the 2014-15 payment, the 
true-up obligation for the prior year is also reflected in this line item.
Payment for a 2013-14 true-up in the amount of $5,191,511 (all agencies) was made in 2014-15.
Adjustments for 2015-16 include the 2014-15 true-up which consists of an $18,052,498 credit (all agencies), which is partially offset by 
$1,105,000 in excess benefit, family death and limited term plan costs.
Adjustments for 2016-17 include the 2015-16 true-up, which consists of a $24,031,072 credit (all agencies) and which is partially offset 
by a $15,854,076 one-time lump sum payment for the retroactive upgrade of past Tier 2 members to Tier 1, and $1,189,000 in excess 
benefit, family death and limited term plan costs.
Adjustments for 2017-18 include the 2016-17 true-up which consists of a $22,341,265 credit (all agencies) and $1,423,000 in excess 
benefit family death, and limited term plan costs. The entire portion of the City’s contribution attributed to the enhanced benefit for the 
Airport Peace Officers who remain in LACERS will be borne exclusively by the Airports Department. As a result, the final contribution 
obligation for all agencies has been adjusted accordingly.
Adjustments for 2018-19 include the 2017-18 true-up which consists of a $23,745,605 credit (all agencies) and $1,246,000 in excess 
benefit, family death, and limited term plan costs. The final contribution obligation for all agencies has been adjusted accordingly for the 
enhanced benefit for the Airport Peace Officers who remain in LACERS.

(2)
(3)
(1)
(5)

(6)

Source: City of Los Angeles, Office of the City Administrative Officer.

In 2012, the City Council adopted a new civilian retirement tier (“Tier 2”), which applied 
to all employees hired on or after July 1, 2013. Subsequently, as part of an agreement with the 
Coalition of LA City Unions, both the City and the Coalition agreed to transfer all Tier 2 employees 
into Tier 1 effective February 21, 2016. Any new employee hired into a position eligible for
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LACERS members on or after February 21,2016 will, unless eligible for Tier 1 membership under 
specific exemptions, be enrolled in a new “Tier 3”.

The following table includes a summary of the major plan design changes from Tier 1 to
Tier 3.

Table 19
COMPARISON OF LACERS TIER I AND TIER III PLAN DESIGNS

Tier E>Plan Feature Tier III
Normal Retirement
(Age / Yean of Service (“YOS”))

60/10 
70/Any

60/30
60/10

Early, Unreduced Retirement Eligibility 55/30 55/30

1.5% @60/10 
2.0% @60/30 
2.0% @55/30 

2.0%@ 63/10 
2.1% @63/30

2.16%@ 55 / 30Benefit Factors

Compensation Used to Determine Retirement 
Allowance

Highest consecutive 12 months, 
including most bonuses

Last 36 months prior to retirement, 
including most MOU bonuses

Maximum Benefit 100% 80%

Employee Contribution Base 7%6%
1%Early Retirement Incentive Program Employee 

Contribution Until 2026 or when ER1P debt is paid, 
whichever is sooner

N/A

Other Post-Employment Benefits (OPBB), e.g,, 
retiree healthcare Employee Contribution 4%4%

Maximum Annual COLA 2%3%

COLA Bank Yes No

Survivor Continuance 50%50%

$2,500 $2,500Death Benefit

Eligible at 55 /10 
Subsidy two-party Kaiser rate 

Vesting 40% at 10 Years of Service (YOS), 
100% at 25 YOS

Eligible at 55 / 10 
Subsidy two-party Kaiser rate 

Vesting 40% at 10 YOS, 100% at 25 YOS
Retiree Health Subsidy

More than 5 YOS
Maximum 1.43% per YOS or 33% of final 

compensation
Less than 5 YOS, return contributions

More than 5 YOS
Maximum 1.43% per YOS or 33% of final 

compensation
Less than 5 YOS, return contributions

Disability Retirement

Member pays employee and employer 
contributions, except for limited military or 

maternity leave time.
Government Service Buyback Member contribution

(1) Does not reflect Tier 1 Enhanced Benefits for approximately 500 Airport Peace Officers.

Source: City of Los Angeles, Office of the City Administrative Officer
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The following table sets forth LACERS’ investments and asset allocation targets.

Table 20
LOS ANGELES CITY EMPLOYEES’ RETIREMENT SYSTEM 

ASSET CLASS MARKET VALLE AND ALLOCATION 
($ in million)

As of April 10,2018

New Target Allocation 
Approved April 2018 (%)Actual Allocation (%)Asset Class Market Value

U.S. Equity 
Non-U.S. Equity 
Fixed Income Securities 
Credit Opportunities 
Real Assets 
Private Equity 
Cash

S 4,537 26.44%
32.20
17.27

19.00%
27.005,525

2,963 13.75
793 4.62 12.25

1,574 13.009.17
1,650 14.009.62

118 0.68 1.00

Total Portfolio S 17,160 100.00% 100.00%

Source: LACERS Portfolio Performance Review for the Quarter Ending June 30,2017.

The information contained in this section and the following section, “Other Post
Employment Benefits,” is primarily derived from information produced by LACERS and its 
independent actuaries. The City has not independently verified the information provided by 
LACERS. The comprehensive annual financial reports of LACERS, actuarial valuations for 
retirement and health benefits, and other information concerning LACERS are available on 
LACERS’ website, at www.lacers.org/aboutlacers/reports/index.html. Information set forth on 
such website is not incorporated by reference herein. For additional information regarding the 
LACERS, see also Note 5 in the “Notes to the City’s Basic Financial Statements” in the City’s 
Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2017.

Investors are cautioned that, in considering information on LACERS, including the amount 
of the UAAL for retirement and other benefits, the funded ratio, the calculations of normal cost, 
and the resulting amounts of required contributions by the City, this is “forward looking 
information. Such “forward looking” information reflects the judgment of the Board of LACERS 
and its actuaries as to the value of future benefits over the lives of the currently active employees, 
vested terminated employees, and existing retired employees and beneficiaries. These judgments 
are based upon a variety of assumptions, one or more of which may prove to be inaccurate and/or 
be changed in the future.

?5

Other Post-Employment Benefits
Retired members and surviving spouses and domestic partners of LACERS members are 

eligible for certain subsidies toward their costs of medical and dental insurance and other benefits. 
These benefits are paid by the respective retirement system. These retiree health benefits are 
accounted for as “Other Post-Employment Benefits” (“OPEB”).

The City began making payments to LACERS to pre-fund its OPEB obligations in Fiscal 
Year 1989-90, in an amount then determined by LACERS and their actuaries. The calculations of
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OPEB funding requirements are made by the same actuaries that perform the analysis of LACERS’ 
retirement benefits, and generally rely on the same actuarial assumptions, other than those 
assumptions such as medical inflation specific to OPEB.

As of June 30,2017, the unfunded healthcare benefits liabilities of LACERS are as follows:

Table 21
LOS ANGELES CITY EMPLOYEE’S RETIREMENT SYSTEM 

SCHEDULE OF FUNDING PROGRESS FOR OTHER POST-EMPLOYMENT BENEFITS
(S in thousands)

Unfunded 
AAL as a 

Percentage of 
Covered Payroll*41

Actuarial
Accrued
Liability
(AAL)

Actuarial
Valuation

As of June 30

Actuarial 
Value of
Assets

Unfunded
AAL«

Covered
Payroll*31

Funded
Ratio'31

SI,92 8,043 
2,058.177 
2,233,874 
1,968,708 
2,292,400 
2,412,484 
2,662,853 
2,646,989 
2,793,689 
3,005,806

2008 SI,342,920 
1,342,497 
1,425,726 
1,546,884 
1,642,374 
1,734,733 
1,941,225 
2,108,925 
2,248,753 
2,438,458

$585,123
715,680
808,148
421,824
650,027
677,751
721.628
538,065
544,935
567,348

69.7% $1,977,645
1,816,171
1,817,662
1,833,392
1,819,270
1.846,970
1,898,064
1,907,665
1.968,703
2,062,316

29.6%
2009 39.465.2
2010 44.563.8

78.6 23.02011
35.72012 71.6
36.72013 71.9

2014 38.072.9
79.7 28.22015
80.5 27.72016

27.52017 81.1

(1) Actuarial Accrued Liability minus Actuarial Value of Assets, commonly referred to as UAAL. Positive numbers represent an actuarial 
deficit,

(2) Actuarial value of assets divided by Actuarial Accrued Liability.
Annual payroll against which UAAI. amortized.

(4) UAAL divided by covered payroll.
O)

The City of Los Angeles City Employees’ Retirement System Actuarial Valuations.Source:

Historically, plan members did not contribute towards healthcare subsidy benefits; all such 
costs were funded from the employer’s contribution and investment returns thereon. The City 
negotiated bargaining agreements that require a 4% active employee contribution toward retiree 
healthcare for its entire civilian workforce and the option of a 2% active employee contribution 
toward retiree healthcare for its sworn workforce hired before July 1, 2011. Sworn employees 
hired after July 1, 2011, are members of Tier 6 which requires a 2% contribution toward retiree 
healthcare. Employees who contribute to retiree healthcare benefits are vested in future subsidy 
increases authorized by the retirement boards. For those sworn employees that opted not to make 
an additional contribution toward retiree healthcare, their retiree health subsidy has been frozen 
and cannot surpass the maximum subsidy level in effect as of July 1, 2011.

Projected Retirement and Other Post-Employment Benefit Expenditures
The table below illustrates the City’s projected contributions to LACERS for the next four 

fiscal years based on projected rates from the City’s actuary applied against projected payroll by 
the CAO. It should be noted that these projections were completed before LACERS adopted new 
demographic assumptions which will increase the City’s contribution rate beginning in fiscal year 
2019-20, all else being equal. These contributions illustrate the projected cost of both pension and 
OPEB under the existing assumptions.
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Table 22
LOS ANGELES CITY EMPLOYEES’ RETIREMENT SYSTEM 

PROJECTED CONTRIBUTIONS 
($ in thousands)

Adopted Budget 
2018-19

Projection
2021-22

Projection
2019-20

Projection
2020-21

Projection
2022-23

LACERS
Contributions for Council- 

controlled Departments111121 $518,838 $518,242 $520,768 $537,555$488,414

Percentage of Payroll131 27.81%28.02% 26.94% 27.27%28.34%

Incremental Change 
% Change

$30,424
6.23%

$(596)
(0.11)%

$2,526
0.49%

$16,787
3.22%

$37,601
8.34%

(i) Includes the General Fund and various special funds. 
Assumes 7.25% return on investment.
Reflects combined rates for all benefit tiers.

(!)
0)

Source: City of Los Angeles, Office of the City Administrative Officer, based on information ifom the system’s actuary,
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City Treasury Investment Practices and Policies
The Treasurer invests available cash for the City, including that of the proprietary 

departments, as part of a pooled investment program that combines general receipts with special 
funds for investment purposes and allocates interest earnings on a pro-rata basis when the interest 
is earned, and distributes interest receipts based on the previously established allocations. The 
Treasurer also maintains a limited number of special pools established for specific purposes.

The City’s General Pool is further divided into a core pool and a reserve pool. The core or 
liquidity portion is targeted at the City’s net liquidity requirements for six months. All investments 
in the core section of the portfolio have maturities of one year or less. The balance of the General 
Pool not required for the City’s six-month liquidity requirement is invested in the reserve portfolio. 
The reserve portfolio holds investments ranging from one to five years.

Table 23
POOLED INVESTMENT FUND 

GENERAL POOL 
Investments as of July 31,2018

Percent of 
Total Funds 

(Market Value) 
1.33% 
1.440

Average
DaysPar ValueDescription Market Value

Bank Deposits*11 
Money Market Funds 
LA1F (State of California)
Subtotal Cash and Overnight Investments

$ 121,983,574
132,000,083

$ 121,983,574 
132,000,083

0
0

0 0 0.00 0
$ 253,983,656 S 253,983,656 2.78% 0

CDARS (3>
Commercial Paper
Negotiable Certificates of Deposit
Corporate Notes
U.S. Agencies/Munis/Supras
C.S. Treasuries
Subtotal: Pooled Investments

$ 0 $ 0 0.00% 0
589,694,000 588,814,738 266.43

0 0.000 0
217.310.000
432.775.000 
950,000,000

216,502,278
432,346,515
945,061,700

2.37 213
4.72 41

10.33 255
$2,189,779,000 $2,182,725,231 23.85% 147

Total Short Term Core Portfolio $2,443,762,656 $2,436,708,887 26.63% 131

Money Market Funds 
Commercial Paper 
Negotiable Certificates of Deposit 
Corporate Notes 
Asset-Backed Securities 
U.S. Agencies/Munis/Supras 
U.S. Treasuries

Total Long-Term Reserve Portfolio

0$ $ 0 0.00% 0
0 0 00.00
0 0.000 0

1,274,795,000
115.337.000
609.830.000 

4,855,000,000

1,253,305,839
113,964,878
596,713,752

4,749,607,300

13.70 968
1.25 1,184
6.52 879

51.91 1,034
$6,854,962,000 $6,713,591,769 73.37% 1,011

Total Cash and Pooled Investments $9,298,724,656 $9,150,300,657 100.00% 776

Short-Term Core Portfolio Long-Term Reserve Portfolio Consolidated
Average Weighted Maturity 
Effective Yield

131 Days 
1.69%

2.8 Years 
1.88%

2.1 Years 
1.83%

a) Collected balance for Wells Fargo Active Accounts.
® Certificate of Deposit Account Registry Service, which provides capital to community banks that lend and provide services in economically 

distressed areas. Deposits are insured through FDIC.___________ __________________________________________________________

Source: City of Los Angeles, City Treasurer.

The City’s treasury operations are managed in compliance with the California Government 
Code and according to the City’s Statement of Investment Policy (the “Investment Policy”), which
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sets forth liquidity parameters, maximum maturities and permitted investment vehicles, which 
include U.S. Treasuries, U.S. Government Agencies and Corporate Notes.

Additionally, daily investment activity is reviewed independently by an outside investment 
advisor to ensure that all security transactions are in accordance with all policies as delineated 
above.

The Treasurer does not invest in structured or range notes, securities that could result in 
zero interest accrual if held to maturity, variable rate, floating rate or inverse floating rate 
investments, or mortgage-derived interest or principal-only strips, among other instruments 
prohibited by State law and the City’s Investment Policy.

The Investment Policy permits the Treasurer to engage custodial banks to enter into short
term arrangements to loan securities to various brokers. Cash and/or securities (United States 
Treasuries and Federal Agencies) collateralize these lending arrangements, the total value of which 
is at least 102% of the market value of securities loaned out. The securities lending program is 
limited to a maximum of 20% of the market value of the Treasurer’s pool by the City’s Investment 
Policy and the California Government Code.
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SUMMARY OF CERTAIN PROVISIONS OF THE RESOLUTIONS
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APPENDIX D

GLOSSARY OF SYSTEM TERMS

The following are definitions of certain terms used in the Official Statement with respect to the 
Wastewater System.

Agencies” means the agencies, including the Cities of Beverly Hills, Burbank, Culver City, El 
Segundo, Glendale, La Canada Flintridge, Long Beach, San Fernando and Santa Monica, the Crescenta 
Valley Water District, the Las Virgenes Municipal Water District, several Los Angeles County Sanitation 
Districts, the community of Marina Del Rey and Universal City, to which the City currently provides 
wastewater conveyance, treatment and disposal services on a wholesale basis pursuant to Universal Terms 
Contracts.

GG

Authorizations” means, collectively, the City Charter of the City of Los Angeles, and the authority 
of elections held in the City in 1987, 1988 and 1992, under which the voters of the City authorized the 
issuance of wastewater system revenue bonds and notes in an aggregate principal amount of 
$3,500,000,000.

gg

AVORS” means Additional Valley Outfall Relief Sewer.a

BMPs” means best management practices.;c

BOD” means biochemical oxygen demand whose strengths are measured as part of the QSF.U

CARB” means the California Air Resources Board.gg

CEQA” means California Environmental Quality Act.

CEP” means the Wastewater System Capital Improvement Program.GG

CIS” means the Coastal Interceptor Sewer.a

Clean Water Act” means the Federal Water Pollution Control Act as amended...

COS” means the Central Outfall Sewer.is

CSSA” means Collection System Settlement Agreement.

DCTWRP” means the Donald C. Tillman Water Reclamation Plant.a

Entities” means, collectively, the 29 sanitation districts, cities, governmental entities and private 
businesses adjoining the City, which are provided wastewater conveyance, treatment and disposal services 
by the System.

a

EPA” means the United States Environmental Protection Agency.GG

EVIS” means the East Valley Interceptor Sewer.

FEMA” means the Federal Emergency Management Agency.GG
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“FOG Control Program” means the Fats, Oils and Grease Control Program, a commercial and 
industrial grease control ordinance implemented by the City.

FSEs” means food service establishments.

:HTP” means the Hyperion Treatment Plant.

IRP” means the City’s Integrated Resources Plan for the System.a

IU” means Industrial User.fcC

LAGWRP” means the Los Angeles - Glendale Water Reclamation Plant.

LARWQCB” means the Los Angeles Regional Water Quality Control Board.iS

mgd” means million gallons per day.a

NCOS” means the North Central Outfall Sewer.a

NON” means Nitrification-Denitrification.it

NORS” means the North Outfall Replacement Sewer.a

NOS” means the North Outfall Sewer.ii

NPDES” means the National Pollutant Discharge Elimination System.«

OM&R” means the operation and maintenance costs, including renewal and replacement, of theii

System.

POTWs” means publicly owned treatment works.

“PRC” means Program Review Committee consisting of the Director, Assistant Directors, and 
Financial Manager of the Bureau of Sanitation, which annually evaluates the CIP and meets monthly to 
consider any changes affecting the scope, cost, schedule, and overall implementation of the program.

QSF” means the Quality Surcharge Fee assessed on users of the wastewater system whose 
wastewater discharge strength, as measured by SS and BOD, is higher than 265 milligrams per liter of BOD 
and/or 275 milligrams per liter of SS (domestic strength).

it

SCAP” means the Southern California Alliance of Publicly Owned Treatment Works, which 
consists of the Los Angeles and Orange County Sanitation Districts, the City, and many smaller cities and 
other jurisdictions, which meet periodically to coordinate efforts to develop a unified strategy and to address 
air quality issues related to POTWs.

a

SCAQMD” means the South Coast Air Management District.a

SCM Fund” means the City’s Sewer Construction and Maintenance Fund.a

a SDC” means Sewage Disposal Contracts.
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SFC” means the Sewerage Facilities Charge, which is designed to recover the cost of the System 
capacity required by new sewer connections and increases in capacity required by current System users.

CL

a SIU” means Significant Industrial User.

SRF” means the Clean Water State Revolving Fund.L 'o

Li SS” means suspended solids whose strengths are measured as part of the QSF.

SSC” means the Sewer Service Charge imposed by the City in connection with wastewater 
discharged into the System.

cc

SSRP” means the City’s Secondary Sewer Renewal Program.a

u SWRCB” means the California State Water Resources Control Board.

TIWRP” means the Terminal Island Treatment Plant.a

TMDLs” means total maximum daily loads, whose processes are developed by the LARWQCB 
and regulated by the Clean Water Act.

o

i.WSC” means Wastewater Service Contracts.
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APPENDIX E

CITY OF LOS ANGELES SEWER CONSTRUCTION AND MAINTENANCE FUND 
FINANCIAL STATEMENTS AND REQUIRED SUPPLEMENTARY INFORMATION FOR THE 

FISCAL YEARS ENDED JUNE 30,2017 AND 2016 (WITH INDEPENDENT AUDITOR’S 
REPORT THEREON) AND DEBT SERVICE COMPLIANCE REPORT FOR THE FISCAL 
YEAR ENDED JUNE 30,2017 (WITH INDEPENDENT AUDITOR’S REPORT THEREON)
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APPENDIX F

FORM OF OPINION OF BOND COUNSEL

[Closing Date]

City of Los Angeles 
Los Angeles, California

Ladies and Gentlemen:

[To Come from Bond Counsel]
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APPENDIX G

BOOK-ENTRY ONLY SYSTEM

The information in this Appendix G concerning The Depository Trust Company (“DTC”), New 
York, New York, and DTC’s Book-Entry system has been obtained from DTC and the City takes no 
responsibility for the completeness or accuracy thereof. The City cannot and does not give any assurances 
that DTC, DTC Participants or Indirect Participants will distribute to the Beneficial Owners (a) payments 
of interest, principal or premium, if any, with respect to the Series 2018 Bonds, (b) certificates representing 
ownership interest in or other confirmation or ownership interest in the Series 2018 Bonds, or (c) 
redemption or other notices sent to DTC or Cede & Co., its nominee, as the registered owner of the Series 
2018 Bonds, or that they will do so on a timely basis, or that DTC, DTC Participants or DTC Indirect 
Participants will act in the manner described in this Official Statement. The City, the Paying Agent and the 
Underwriters are not responsible or liable for the failure of DTC or any DTC Participant to make any 
payment or give any notice to a Beneficial Owner with respect to the Series 2018 Bonds or an error or delay 
relating thereto. The current “Rules” applicable to DTC are on file with the Securities and Exchange 
Commission and the current “Procedures” of DTC to be followed in dealing with DTC Participants are on 
file with DTC.

The Depository Trust Company, New York, NY, will act as securities depository for the 
Series 2018 Bonds. The Series 2018 Bonds will be issued as fully-registered securities registered in the 
name of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized 
representative of DTC. One fully-registered certificate will be issued for each maturity of each Series of 
the Series 2018 Bonds, each in the aggregate principal amount of such maturity of such issue, and will be 
deposited with DTC.

1.

DTC is a limited-purpose trust company organized under the New York Banking Law, a 
“banking organization” within the meaning of the New York Banking Law, a member of the Federal 
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code, 
and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange 
Act of 1934. DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity 
issues, corporate and municipal debt issues, and money market instruments (from over 100 countries) that 
DTC’s participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade settlement 
among Direct Participants of sales and other securities transactions in deposited securities, through 
electronic computerized book-entry transfers and pledges between Direct Participants’ accounts. This 
eliminates the need for physical movement of securities certificates. Direct Participants include both U.S. 
and non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations, and certain other 
organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation 
(“DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed 
Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by the users 
of its regulated subsidiaries. Access to the DTC system is also available to others such as both U.S. and 
non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear through 
or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect 
Participants”). DTC has a Standard & Poor’s rating of rating of AA+. The DTC Rules applicable to its 
Participants are on file with the Securities and Exchange Commission. More information about DTC can 
be found at www.dtcc.com. Information on the website is not incorporated herein.

2.

Purchases of Series 2018 Bonds under the DTC system must be made by or through Direct 
Participants, which will receive a credit for the Series 2018 Bonds on DTC’s records. The ownership interest 
of each actual purchaser of each Security (“Beneficial Owner”) is in turn to be recorded on the Direct and 
Indirect Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their

3.
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purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of 
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant 
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the 
Series 2018 Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants 
acting on behalf of Beneficial Owners, Beneficial Owners will not receive certificates representing their 
ownership interests in Series 2018 Bonds, except in the event that use of the book-entry system for the 
Series 2018 Bonds is discontinued.

To facilitate subsequent transfers, all Series 2018 Bonds deposited by Direct Participants 
with DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as 
may be requested by an authorized representative of DTC. The deposit of Series 2018 Bonds with DTC and 
their registration in the name of Cede & Co. or such other DTC nominee do not effect any change in 
beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Series 2018 Bonds; 
DTC’s records reflect only the identity of the Direct Participants to whose accounts such Series 2018 Bonds 
are credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants will 
remain responsible for keeping account of their holdings on behalf of their customers.

4.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory requirements 
as may be in effect from time to time. Beneficial Owners of Series 2018 Bonds may wish to take certain 
steps to augment the transmission to them of notices of significant events with respect to the Series 2018 
Bonds, such as redemptions, tenders, defaults, and proposed amendments to the Security documents. For 
example, Beneficial Owners of Series 2018 Bonds may wish to ascertain that the nominee holding the 
Series 2018 Bonds for their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the 
alternative, Beneficial Owners may wish to provide their names and addresses to the registrar and request 
that copies of notices be provided directly to them.

5.

Redemption notices shall be sent to DTC. If less than all of the Series 2018 Bonds within 
an issue are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct 
Participant in such issue to be redeemed.

6.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with 
respect to Series 2018 Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI 
Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to the City as soon as possible after 
the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct 
Participants to whose accounts Series 2018 Bonds are credited on the record date (identified in a listing 
attached to the Omnibus Proxy).

7.

Interest on, principal and redemption price of, and other payments on the Series 2018 
Bonds will be made to Cede & Co., or such other nominee as may be requested by an authorized 
representative of DTC, DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of 
funds and corresponding detail information from the City, on payable date in accordance with their 
respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be 
governed by standing instructions and customary practices, as is the case with securities held for the 
accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such 
Participant and not of DTC, the City or its agent, subject to any statutory or regulatory requirements as may 
be in effect from time to time. Payment of redemption proceeds, distributions, and other payments to Cede 
& Co. (or such other nominee as may be requested by an authorized representative of DTC) is the 
responsibility of the City, disbursement of such payments to Direct Participants will be the responsibility

8.
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of DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct 
and Indirect Participants.

If applicable, a Beneficial Owner shall give notice to elect to have its Series 2018 Bonds 
purchased or tendered, through its Participant, to the City’s designated agent, and shall effect delivery of 
such Series 2018 Bonds by causing the Direct Participant to transfer the Participant’s interest in the Series 
2018 Bonds, on DTC’s records, to the City’s designated agent. The requirement for physical delivery of 
Series 2018 Bonds in connection with an optional tender or a mandatory purchase will be deemed satisfied 
when the ownership rights in the Series 2018 Bonds are transferred by Direct Participants on DTC’s records 
and followed by a book-entry credit of tendered Series 2018 Bonds to the DTC account of the City’s 
designated agent.

9.

DTC may discontinue providing its services as depository with respect to the Series 2018 
Bonds at any time by giving reasonable notice to the City. Under such circumstances, in the event that a 
successor depository is not obtained, Security certificates are required to be printed and delivered.

10.

The City may decide to discontinue use of the system of book-entry-only transfers through 
DTC (or a successor securities depository). In that event, certificates will be printed and delivered to DTC 
and the requirements of the Trust Agreement with respect to certificated Series 2018 Bonds will apply.

11.

The information in this section concerning DTC and DTC’s book-entry system has been 
obtained from sources that the City believes to be reliable, but the City takes no responsibility for the 
accuracy thereof.

12.

NEITHER THE CITY NOR THE PAYING AGENT WILL HAVE ANY RESPONSIBILITY OR 
OBLIGATION TO DTC PARTICIPANTS, INDIRECT PARTICIPANTS OR BENEFICIAL OWNERS 
WITH RESPECT TO THE PAYMENTS OR THE PROVIDING OF NOTICE TO DTC PARTICIPANTS, 
INDIRECT PARTICIPANTS OR BENEFICIAL OWNERS OR THE SELECTION OF SERIES 2018 
BONDS FOR REDEMPTION.
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APPENDIX H

FORM OF CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate (the “Disclosure Certificate”) is executed and delivered by 
the City of Los Angeles (the “City”) in connection with the issuance by the City of its $
Los Angeles Wastewater System Subordinate Revenue Bonds, Series 2018-A (Green Bonds) and its 

City of Los Angeles Wastewater System Subordinate Revenue Bonds, Refunding Series 2018- 
B (collectively, the “Series 2018 Bonds”) pursuant to a Wastewater System Subordinate Revenue Bonds 
General Resolution, adopted by the City Council on March 26, 1991, as amended and supplemented (the 
“Subordinate General Resolution”), including as amended and supplemented by the Twenty-Fourth 
Supplemental Resolution, adopted by the City Council on [October 19, 2018],

City of

$

The City covenants and agrees as follows:

Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed 
and delivered by the City pursuant to Rule 15c2-12(b)(5) (the “Rule”) adopted by the Securities and 
Exchange Commission, for the benefit of the Bondowners and Beneficial Owners in order to assist the 
Participating Underwriters in complying with the Rule.

Section 1.

Definitions. In addition to the definitions set forth in the Subordinate GeneralSection 2.
Resolution, which shall apply to any capitalized term used in this Disclosure Certificate unless otherwise 
defined in this Section, the following capitalized terms shall have the following meanings:

“Annual Report” shall mean any Annual Report provided by the City pursuant to, and as described 
in, Sections 3 and 4 of this Disclosure Certificate.

“Beneficial Owner” shall mean any person which (a) has the power, directly or indirectly, to vote 
or consent with respect to, or to dispose of ownership of, any Series 2018 Bonds (including persons holding 
Series 2018 Bonds through nominees, depositories or other intermediaries), or (b) is treated as the owner 
of any Series 2018 Bonds for federal income tax purposes.

DAC shall mean Digital Assurance Certification L.L.C.

“Dissemination Agent” shall mean each of the City Administrative Officer of the City, including 
any interim City Administrative Officer, or any other person authorized to act on the City Administrative 
Officer’s behalf, acting in the capacity of Dissemination Agent, or any successor Dissemination Agent 
designated in writing by the City and which has filed with the City a written acceptance of such designation. 
The initial Dissemination Agent hereunder shall be DAC.

Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure Certificate.

“MSRB” means the Municipal Securities Rulemaking Board established pursuant to Section 
15B(b)(l) of the Securities Exchange Act of 1934, as amended, or any other entity designated or authorized 
by the Securities and Exchange Commission to receive reports pursuant to the Rule. Until otherwise 
designated by the MSRB or the Securities and Exchange Commission, filings with the MSRB are to be 
made through the Electronic Municipal Market Access (“EMMA”) website of the MSRB, currently located 
at http://emma.msrb.org.

“Official Statement” shall mean the Official Statement dated 
connection with the sale of the Series 2018 Bonds.

, 2018, issued by the City in
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“Participating Underwriter” shall mean any of the original underwriters of the Series 2018 Bonds 
required to comply with the Rule in connection with offering of the Series 2018 Bonds.

“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission under 
the Securities Exchange Act of 1934, as the same may be amended horn time to time.

“Series 2018 Bonds” shall mean, the City of Los Angeles Wastewater System Subordinate Revenue 
Bonds, Series 2018.

Section 3. Provision of Annual Reports.

The City shall cause the Dissemination Agent to provide not later than June 30 of each 
fiscal year, commencing on June 30, 2019 for the report for the 2017-18 fiscal year, or if the fiscal year- 
end changes from June 30. not later than 365 days after the end of the City’s fiscal year, to the MSRB an 
Annual Report which is consistent with the requirements of Section 4 of this Disclosure Certificate. If the 
Dissemination Agent is other than the City or the City Administrative Officer, not later than fifteen (15) 
days prior to said date, the City shall provide the Annual Report to the Dissemination Agent (if other than 
the City). The Annual Report may be submitted as a single document or as separate documents comprising 
a package, and may cross-reference other information as provided in Section 4 of this Disclosure 
Certificate; provided that the audited financial statements of the Fund (defined below) may be submitted 
separately from the balance of the Annual Report and not later than the date required above for the filing 
of the Annual Report if they are not available by that date. If the City’s fiscal year changes (the “new fiscal 
year”), the City shall give notice of such change in the same manner as for a Listed Event under 
Section 5(d), and the annual date by which the City must provide its annual report shall change to the last 
day of the fiscal year immediately following the new fiscal year for which such Annual Report is given.

(a)

If the City is unable to provide to the Dissemination Agent an Annual Report by the date 
required in subsection (a), the Dissemination Agent shall send a notice to the MSRB in substantially the 
form prescribed thereby.

(b)

The Dissemination Agent shall, if the Dissemination Agent is other than the City, file a 
report with the City certifying that the Annual Report has been provided to the MSRB pursuant to this 
Disclosure Certificate, and stating the date it was provided.

(c)

Content of Annual Reports. The City’s Annual Report shall contain or incorporate by4.
reference the following:

The audited financial statements of the City of Los Angeles Sewer Construction and 
Maintenance Fund (the “Fund”) for the prior fiscal year prepared in accordance with significant accounting 
policies of the City with respect to the Fund. If such audited financial statements are not available by the 
time the Annual Report is required to be filed pursuant to Section 3(a), the Annual Report shall contain 
unaudited financial statements in a format similar to the financial statements contained in the Official 
Statement, and the audited financial statements shall be filed in the same manner as the Annual Report 
when they become available.

(a)

(b) An update to the following tables and other information set forth in the Official Statement:

EXISTING WASTEWATER TREATMENT FACILITIES” table.

“WASTEWATER SYSTEM CAPITAL IMPROVEMENT PROGRAM 
EXPENDITURES” table.
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SEWER SERVICE CHARGE BILLED TO TEN LARGEST CUSTOMERSvi

table.

SEWER CONSTRUCTION AND MAINTENANCE FUND RATES ANDii

CHARGES” table.

WASTEWATER SYSTEM SERVICE POINTS AND BILLABLE 
WASTEWATER VOLUME” table.

a

SSC REVENUE BUDGET, BILLINGS, AND REMITTANCE” table.

BUREAU OF SANITATION AUTHORIZED POSITIONS” table.

SEWER CONSTRUCTION AND MAINTENANCE FUND RETIREMENT 
AND OPEB CONTRIBUTIONS” table.

it

SEWER CONSTRUCTION AND MAINTENANCE FUND SUMMARY OF 
OPERATIONS AND DEBT SERVICE COVERAGE CASH BASIS (UNAUDITED) 
table.

cc

?■

SEWER CONSTRUCTION AND MAINTENANCE FUND CASH 
BALANCES IN ALL FUNDS (UNAUDITED)” table.

cc

CITY OF LOS ANGELES OUTSTANDING WASTEWATER SYSTEM 
REVENUE BONDS AND WASTEWATER SYSTEM COMMERCIAL PAPER 
REVENUE NOTES” table.

a

An update to the following Sections in Appendix A to the Official Statement: “BUDGET 
AND FINANCIAL OPERATIONS,” [“BONDED AND OTHER INDEBTEDNESS” and 
LITIGATION.”]

(c)
L .

The City need not update any particular table or chart so long as (i) the City provides updated 
information generally of the type previously included in such table or chart, or (ii) such table or chart 
constitutes information not deemed to be operating data under the Rule.

Any or all of the items listed above may be incorporated by reference Rom other documents, 
including official statements of debt issues of the City or related public entities, which have been submitted 
to the MSRB or the Securities and Exchange Commission. If the document incorporated by reference is a 
final official statement, it must be available from the MSRB. The City shall clearly identify each such other 
document so incorporated by reference.

Section 5. Reporting of Significant Events.

Pursuant to the provisions of this Section 5, the City shall give, or cause to be given, notice 
of the occurrence of any of the following events with respect to the Series 2018 Bonds:

(a)

(i) principal and interest payment delinquencies;

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

(iii) unscheduled draws on debt service reserves reflecting financial difficulties of the
City;
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(iv) unscheduled draws on any credit enhancements reflecting financial difficulties of
the City;

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

adverse tax opinions, the issuance by the Internal Revenue Service of proposed or 
final determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other 
material notices of determinations with respect to the tax status of the Series 2018 Bonds, or other 
material events affecting the tax status of the Series 2018 Bonds;

(vi)

(vii) modifications to the rights of Owners of the Series 2018 Bonds, if material;

(viii) bond calls other than scheduled sinking fund redemptions, if material, and tender
offers;

(ix) defeasances;

(x) release, substitution, or sale of property, if any, securing repayment of the Series
2018 Bonds, if material;

(xi) rating changes;

(xii) bankruptcy, insolvency, receivership or similar event of the City; provided that for 
the purposes of the event identified in this clause (xii), the event is considered to occur when any 
of the following occur: the appointment of a receiver, fiscal agent or similar officer for the City in 
a proceeding under the U.S. Bankruptcy Code or in any other proceeding under state or federal law 
in which a court or government authority has assumed jurisdiction over substantially all of the 
assets or business of the City, 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 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 City;

the consummation of a merger, consolidation, or acquisition involving the City or 
the sale of all or substantially all of the assets of the City, other than in the 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

(xiii)

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

If the Dissemination Agent is other than the City, the Dissemination Agent shall, as soon 
as reasonably practicable after obtaining actual knowledge of the occurrence of any of the Listed Events 
contact the City and request that the City promptly notify the Dissemination Agent in writing whether or 
not to report the event pursuant to Subsections (a) and promptly direct the Dissemination Agent whether or 
not to report such event to the owners of the Bonds. In the absence of such direction, the Dissemination 
Agent shall not report such event unless required to be reported by the Dissemination Agent to the owners 
of the Bonds under the Indenture. The Dissemination Agent may conclusively rely upon such direction or 
lack thereof. For purposes of this Disclosure Certificate, actual knowledge of the occurrence of such Listed 
Events shall mean actual knowledge by the Dissemination Agent. The Dissemination Agent shall have no 
responsibility to determine the materiality of any of the Listed Events. Notwithstanding the foregoing,

(b)
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notice of any Listed Event shall be filed with the Repository through its EMMA system, in an electronic 
format as prescribed by the Repository, in a timely manner but not in excess of 10 business days after the 
occurrence of such Listed Event.

Whenever the City obtains knowledge of the occurrence of a Listed Event, but, in the case 
of a Listed Event described in Subsection (ii), (vii), (viii) (but only with respect to bond calls), (x), (xiii) 
and (xiv) of Section 5(a), only in the event the City determines that knowledge of occurrence of a Listed 
Event would be material under applicable federal securities laws, the City shall file or cause to be filed a 
notice of such occurrence with the Repository through its EMMA system, in an electronic format as 
prescribed by the Repository, in a timely manner but not in excess of 10 business days after the occurrence 
of such Listed Event.

(c)

Termination of Reporting Obligation. The City’s obligations under this DisclosureSection 6.
Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all of the Series 
2018 Bonds. If such termination occurs prior to the final maturity of the Series 2018 Bonds, the City shall 
give notice of such termination in the same manner as for a Listed Event under Section 5(d) hereof.

Dissemination Agent. The City may, from time to time, appoint or engage a 
Dissemination Agent other than the original Dissemination Agent to assist it in carrying out its obligations 
under this Disclosure Certificate, and may discharge any such Dissemination Agent, with or without 
appointing a successor Dissemination Agent. The Dissemination Agent shall not be responsible in any 
manner for the content of any notice or report prepared by the City pursuant to this Disclosure Agreement.

Section 7.

Section 8.
Certificate, the City may amend this Disclosure Certificate, and any provision of this Disclosure Certificate 
may be waived, provided that the following conditions are satisfied:

Amendment: Waiver. Notwithstanding any other provision of this Disclosure

If the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5(a), it 
may only be made in connection with a change in circumstances that arise from a change in legal 
requirements, change in law, or change in identity, nature or status of an obligated person with 
respect to the Series 2018 Bonds, or the type of business conducted;

(a)

(b) The undertaking, as amended or taking into account such waiver, would, in the 
opinion of nationally recognized bond counsel, have complied with the requirements of the Rule at 
the time of the original issuance of the bond, after taking into account any amendments or 
interpretations of the Rule, as well as any change in circumstances; and

The amendment or waiver either (i) is approved by the Holders of the Series 2018 
Bonds in the same manner as provided in the General Resolution for amendments to the General 
Resolution with the consent of Bondowners, or (ii) does not, in the opinion of nationally recognized 
bond counsel, materially impair the interests of the Bondowners or Beneficial Owners of the Series 
2018 Bonds.

(c)

In the event of any amendment or waiver of a provision of this Disclosure Certificate, the City shall 
describe such amendment in the next Annual Report, and shall include, as applicable, a narrative 
explanation of the reason for the amendment or waiver and its impact on the type (or in the case of a change 
of accounting principles, on the principles or the presentation) of financial information or operating data 
being presented by the City. In addition, if the amendment relates to a change in the accounting principles 
to be followed in preparing financial statements, (i) notice of such change shall be given in the same manner 
as for a Listed Event under Section 5(d), and (ii) the Annual Report for the year in which the change is 
made should present a comparison (in narrative form and also, if feasible, in quantitative form) between the
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financial statements as prepared on the basis of the new accounting principles and those prepared on the 
basis of the former accounting principles.

Section 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to 
prevent the City from disseminating any other information, using the means of dissemination set forth in 
this Disclosure Certificate or any other means of communication, or including any other information in any 
Annual Report or notice or occurrence of a Listed Event, in addition to that which is required by this 
Disclosure Certificate. If the City chooses to include any information in any Annual Report or notice of 
occurrence of a Listed Event in addition to that which is specifically required by this Disclosure Certificate, 
the City shall have no obligation under this Disclosure Certificate to update such information or include it 
in any future Annual Report or notice of occurrence of a Listed Event.

Default. In the event of a failure by the City to comply with any provision of this 
Disclosure Certificate any Bondowners or Beneficial Owners of Series 2018 Bonds may take such actions 
as may be necessary and appropriate, including seeking mandate or specific performance by court order, to 
cause the City to comply with its obligations under this Disclosure Certificate. A default under this 
Disclosure Certificate shall not be deemed an Event of Default under the General Resolution, and the sole 
remedy under this Disclosure Certificate in the event of any failure of the City to comply with this 
Disclosure Certificate shall be an action to compel performance.

Section 10.

Duties. Immunities and Liabilities of Dissemination Agent. The Dissemination 
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and the City 
agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and agents, 
harmless against any loss, expense and liabilities which it may incur arising out of or in the exercise or 
performance of its powers and duties hereunder, including the costs and expenses (including attorneys’ 
fees) of defending against any claim of liability, but excluding liabilities due to the Dissemination Agent’s 
negligence or willful misconduct. The obligations of the City under this Section shall survive resignation 
or removal of the Dissemination Agent and payment of the Series 2018 Bonds.

Section 11.

Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the 
City, the Dissemination Agent, the Participating Underwriters, Bondowners and Beneficial Owners from 
time of the Series 2018 Bonds, and shall create no rights in any other person or entity.

Section 12.

Governing Law. The laws of the State of California shall govern this DisclosureSection 13.
Certificate, the interpretation hereof and any right or liability arising hereunder, without regard to principles 
of conflict of law.

2018Date:

CITY OF LOS ANGELES

By:
Assistant City Administrative Officer
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$ $
CITY OF LOS ANGELES 

Wastewater System Subordinate 
Revenue Bonds, Series 2018-A 

(Green Bonds)

CITY OF LOS ANGELES 
Wastewater System Subordinate 
Revenue Bonds, Refunding Series 

2018-B

CONTRACT OF PURCHASE

, 2018

City of Los Angeles
Office of the City Administrative Officer 
200 North Main Street 
Room 1500, City Hall East 
Los Angeles, California 90012

Ladies and Gentlemen:

The undersigned on behalf of itself and as representative of the underwriters named on the 
signature page hereto (hereinafter called the “Underwriters”) offers to enter into the following 
agreement with the City of Los Angeles (the “City”), which, upon acceptance of this offer by the 
City, will be binding upon the City and the Underwriters. This offer is made subject to the written 
acceptance hereof by the City on or before 11:59 p.m., Los Angeles Time, on the date hereof and, if 
not so accepted, will be subject to withdrawal by the Underwriters upon written or oral notice given 
to the City at any time prior to the acceptance hereof by the City. Capitalized terms used but not 
defined herein shall have the meanings ascribed thereto in the Official Statement (defined herein)

Purchase and Sale.1.

Upon the terms and conditions and upon the basis of the representations and 
agreements set forth herein, the Underwriters, jointly and severally, hereby agree to purchase, and the

City of Los Angeles Wastewater 
System Subordinate Revenue Bonds, Series 2018-A (Green Bonds) (the “Series 2018-A Subordinate 
Bonds”) and the S
Bonds, Refunding Series 2018-B (the “Series 2018-B Subordinate Bonds” and, together with the 
Series 2018-A Subordinate Bonds, the “Series 2018 Fixed Rate Bonds”).

(a)

City hereby agrees to sell all (but not less than all) of $

City of Los Angeles Wastewater System Subordinate Revenue

The Series 2018 Fixed Rate Bonds shall be dated the date of delivery thereof and shall be 
payable in the years and the amounts, and bear interest at the rates, set forth in Schedule 1 hereto, 
such interest being payable on June l and December 1 of each year, commencing June 1, 2019.

The purchase price for the Series 2018 Fixed Rate Bonds shall be $ , which
is equal to the aggregate principal amount of the Series 2018 Fixed Rate Bonds, plus original issue 
premium of $ , less the Underwriters’ discount of S

The Series 2018 Fixed Rate Bonds shall be subject to redemption prior to their stated 
maturities, as set forth in Schedule 1 hereto.

(b) Prior to the execution of this Contract of Purchase, the Underwriters have delivered 
(the “Security Deposit”) in the form of a wire transfer to U.S. Bankthe amount of $

National Association, as good faith deposit custodian (the “Custodian”), who will hold such funds for



the account of the City pursuant to a Good Faith Deposit Agreement between the City and the 
Custodian, as a security deposit for the performance by the Underwriters of their obligation to accept 
and pay for the Series 2018 Fixed Rate Bonds at the Closing as provided in Section 8 herein. Upon 
the acceptance of this offer by the City, the Security Deposit and the proceeds thereof may be 
invested by the Custodian as directed by the City with the consent of the Underwriters, such consent 
not to be unreasonably withheld. The Security Deposit shall be applied against the purchase price 
pay able by the Underwriters at Closing. If the City fails to deliver the Series 2018 Fixed Rate Bonds 
at the Closing, or if the City shall be unable to satisfy the conditions to the obligations of the 
Underwriters contained herein (unless waived by the Underwriters), or if the obligations of the 
Underwriters shall be terminated for any reason permitted by this Contract of Purchase, then the

3 shall be immediately returned by the 
Custodian to the Underwriters. If the Underwriters fail (other than for a reason permitted hereunder) 
to accept and pay for the Series 2018 Fixed Rate Bonds upon tender thereof by the City at the 
Closing as herein provided, the Security Deposit (including any interest earning thereon) shall be 
retained by the Custodian for the account of the City as and for full liquidated damages for such 
failure on the part of the Underwriters and such retention by the Custodian for the account of the City 
shall constitute a full release and discharge of all claims and rights by the City against the 
Underwriters arising out of the transactions contemplated hereby. The parties hereto expressly agree 
and acknowledge that the City’s actual damages in the event of a failure by the Underwriters (other 
than for a reason permitted hereunder) to accept and pay for the Series 2018 Fixed Rate Bonds upon 
tender thereof by the City at the Closing would be extremely difficult or impracticable to ascertain 
and that the amount of the Security Deposit represents the parties’ reasonable estimate of such 
damages. In any and all actions brought to enforce the Underwriters’ obligations under this Contract 
of Purchase, it shall be conclusively presumed that the above-described liquidated damages shall be 
the sole remedy of the City.

original amount of the Security Deposit ($_

The City has delivered or caused to be delivered to the Underwriters the City’s
preliminary official statement dated October__, 2018 relating to the Series 2018 Fixed Rate Bonds
(said preliminary official statement, together with the cover page and any and all appendices thereto, 
being herein referred to as the “Preliminary Official Statement”). The City confirms that the 
Preliminary Official Statement was “deemed final” as of the date thereof, for purposes of Securities 
and Exchange Commission Rule 15c2-12, as amended (“Rule 15c2-12”), except for certain 
information permitted to be omitted by said Rule. The Series 2018 Fixed Rate Bonds are being 
offered pursuant to the City’s final official statement relating to the Series 2018 Fixed Rate Bonds, 

, 2018 (said final official statement, together with the cover page and any and all 
appendices thereto and including any amendments or supplements thereto prior to the Closing (as 
defined herein), being herein referred to as the “Official Statement”). The Official Statement shall be 
in substantially the same form as the Preliminary Official Statement and, other than information 
previously permitted to have been omitted by Rule 15c2-12, the City shall only make such other 
additions, deletions and revisions in the Official Statement which are approved by the 
Representative. Capitalized terms used herein which are not otherwise defined herein shall have the 
respective meanings given such terms in the Official Statement.

(c)

dated

The City acknowledges and agrees that (i) the primary role of the Underwriters, as 
underwriters, is to purchase the Series 2018 Fixed Rate Bonds, for re-sale to investors pursuant to 
this Contract of Purchase in an arm’s-length commercial transaction between the City and the 
Underwriters and the Underwriters have financial and other interests that differ from those of the 
City, (ii) in connection therewith and with the discussions, undertakings and procedures leading up to 
the consummation of such transaction, the Underwriters are and have been acting solely as principals 
and are not acting as the agent, financial advisor, municipal advisor or fiduciary of the City, (iii) the 
Underwriters have not assumed an advisory or fiduciary responsibility in favor of the City with

(d)

2



respect to the offering contemplated hereby or the discussions, undertakings and procedures leading 
thereto (irrespective of whether the Underwriters have provided other services or are currently 
providing other services to the City on other matters) and the Underwriters have no obligation to the 
City with respect to the offering contemplated hereby except the obligations expressly set forth in 
this Contract of Purchase and (iv) the City has consulted its own legal, financial and other advisors to 
the extent it has deemed appropriate.

The Series 2018 Fixed Rate Bonds. The Series 2018 Fixed Rate Bonds are being 
issued by the City of Los Angeles (the “City”) pursuant to the Charter of the City of Los Angeles (the 
“City Charter”), Article 6.7 of Chapter 1 of Division 11 of the Administrative Code of the City (the 
“Procedural Ordinance”), and, with respect to the Series 2018-B Subordinate Bonds, Articles 10 and 
11 of Chapter 3 of Part 1 of Division 2 of Title 5 (Section 53570 et seq. and Section 53580 et seq., 
respectively) of the California Government Code (as amended, the “Refunding Law”). The Series 
2018 Fixed Rate Bonds are also issued pursuant to the Wastewater System Subordinate Revenue 
Bonds General Resolution, adopted by the Council of the City (the “City Council”) on March 26, 
1991, as amended and supplemented (the “Subordinate General Resolution”), including as amended 
and supplemented by the Twenty-Fourth Supplemental Resolution, adopted by the City Council on 
[October_, 2018] (the “Twenty-Fourth Supplemental Resolution”).

2.

The proceeds of the Series 2018-A Subordinate Bonds will be used to (i) finance the 
construction and improvement of the System, (ii) pay all of the City’s outstanding Wastewater 
Commercial Paper Notes; and (iii) pay certain costs of issuing the Series 2018-A Subordinate Bonds. 
The proceeds of the Series 2018-B Subordinate Bonds will be used to: (i) refund a portion of the 
City’s Wastewater System Subordinate Revenue Bonds, Variable Rate Refunding Series 2012-D (the 
refunded portion herein referred to as “Refunded Bonds”), (ii) fund all or a portion of the termination 
payment with respect to a termination of the Swap Agreements relating to the Refunded Bonds; and 
(iii) pay certain costs of issuing the Series 2018-B Subordinate Bonds.

Authority.
authorized to take any action under this Contract of Purchase required to be taken by them, that 
Siebert Cisneros Shank & Co., L.L.C. (the “Representative”) is authorized to execute this Contract or 
Purchase on behalf of the Underwriters, and that this Contract of Purchase is a binding contract of the 
Underwriters enforceable in accordance with its terms.

The Underwriters represent and warrant to the City that they are3.

4. Offering; Issue Price.

The Underwriters agree to make a bona fide public offering of the Series 2018 Fixed 
Rate Bonds at a price not in excess of the initial offering price or prices or yields not less than the 
yields set forth in the Official Statement, which prices may be changed from time to time by the 
Underwriters after such initial offering.

(a)

The Representative, on behalf of the Underwriters, agrees to assist the City in 
establishing the issue price of the Series 2018 Fixed Rate Bonds and shall execute and deliver to the 
City at Closing an “issue price” or similar certificate, together with the supporting pricing wires or 
equivalent communications, substantially in the form attached hereto as Exhibit D, with such 
modifications as may be appropriate or necessary, in the reasonable judgment of the Representative, 
the City and Bond Counsel, to accurately reflect, as applicable, the sales price or prices or the initial 
offering price or prices to the public of the Series 2018 Fixed Rate Bonds.

(b)

[Except as otherwise set forth in Appendix A attached hereto,] the City will treat the 
first price at which 10% of each maturity of the Series 2018 Fixed Rate Bonds (the “10% test”) is

(c)

3



sold to the public as the issue price of that maturity. At or promptly after the execution of this 
Purchase Contract, the Representative shall report to the City the price or prices at which the 
Underwriters have sold to the public each maturity of the Series 2018 Fixed Rate Bonds. For 
purposes of this Section, if Series 2018 Fixed Rate Bonds mature on the same date but have different 
interest rates, each separate CUSIP number within that maturity will be treated as a separate maturity 
of the Series 2018 Fixed Rate Bonds.

The Representative confirms that the Underwriters have offered the Series 2018 
Fixed Rate Bonds to the public on or before the date of this Purchase Contract at the offering price or 
prices (the “initial offering price”), or at the corresponding yield or yields, set forth in Appendix A 
attached hereto, except as otherwise set forth therein. Appendix A sets forth, as of the date of this 
Purchase Contract, the maturities, if any, of the Series 2018 Fixed Rate Bonds for which the 10% test 
has been satisfied (the “10% Test Maturities”). Appendix A also sets forth, as of the date of this 
Purchase Contract, the maturities, if any, of the Series 2018 Fixed Rate Bonds for which the 10% test 
has not been satisfied (the “Hold-the-Price Maturities”) and for which the City and the 
Representative, on behalf of the Underwriters, agree that the restrictions set forth in the next sentence 
shall apply, which will allow the City to treat the initial offering price to the public of each such 
maturity of the Hold-the-Price Maturities as of the sale date as the issue price of that maturity (the 
“hold-the-offering-price rule”). So long as the hold-the-offering-price rule remains applicable to any 
maturity of the Series 2018 Fixed Rate Bonds, the Underwriters will neither offer nor sell unsold 
Hold-the-Price Maturities to any person at a price that is higher than the initial offering price to the 
public during the period starting on the sale date and ending on the earlier of the following:

(1) the close of the fifth (5th) business day after the sale date; or

(2) the date on which the Underwriters have sold at least 10% of such Hold-the- 
Price Maturities to the public at a price that is no higher than the initial offering price to the public.

(d)

The Representative will advise the City promptly after the close of the 
fifth (5th) business day after the sale date whether it has sold 10% of that Hold-the-Price 
Maturity to the public at a price that is no higher than the initial offering price to the public.

The Representative confirms that:(e)

(i) any agreement among underwriters, any selling group agreement and each third-party 
distribution agreement (to which the Representative is a party) relating to the initial sale of 
the Series 2018 Fixed Rate Bonds to the public, together with the related pricing wires, 
contains or will contain language obligating each underwriter, each dealer who is a member 
of the selling group and each broker-dealer that is a party to such third-party distribution 
agreement, as applicable:

(A)(i) to report the prices at which it sells to the public the unsold Series 2018 Fixed 
Rate Bonds of each maturity allocated to it, whether or not the Closing Date has 
occurred, until either all Series 2018 Fixed Rate Bonds of that maturity allocated to it 
have been sold or it is notified by the Representative that the 10% test has been 
satisfied as to the Series 2018 Fixed Rate Bonds of that maturity, provided that, the 
reporting obligation after the Closing Date may be at reasonable periodic intervals or 
otherwise upon request of the Representative, and (ii) to comply with the hold-the- 
offering-price rule, if applicable, if and for so long as directed by the Representative 
and as set forth in the related pricing wires, and

4



(B) to promptly notify the Representative of any sales of Series 2018 Fixed Rate 
Bonds that, to its knowledge, are made to a purchaser who is a related party to an 
underwriter participating in the initial sale of the Series 2018 Fixed Rate Bonds to the 
public (each such term being used as defined below),

(C) to acknowledge that, unless otherwise advised by the underwriter, dealer or 
broker-dealer, the Representative shall assume that each order submitted by an 
underwriter, dealer or broker-dealer is a sale to the public.

any agreement among underwriters or selling group agreement relating to the initial 
sale of the Series 2018 Fixed Rate Bonds to the public, together with the related pricing 
wires, contains or will contain language obligating each underwriter or dealer that is a party 
to a third-party distribution agreement to be employed in connection with the initial sale of 
the Series 2018 Fixed Rate Bonds to the public to require each broker-dealer that is a party to 
such third-party distribution agreement to (A) report the prices at which it sells to the public 
the unsold Series 2018 Fixed Rate Bonds of each maturity allocated to it, whether or not the 
Closing Date has occurred, until either all Series 2018 Fixed Rate Bonds of that maturity 
allocated to it have been sold or it is notified by the Representative or such underwriter or 
dealer that the 10% test has been satisfied as to the Series 2018 Fixed Rate Bonds of that 
maturity, provided that, the reporting obligation after the Closing Date may be at reasonable 
periodic intervals or otherwise upon request of the Representative or such underwriter or 
dealer, and (B) comply with the hold-the-offering-price rule, if applicable, if and for so long 
as directed by the Representative or the Underwriter or the dealer and as set forth in the 
related pricing wires.

00

The City acknowledges that, in making the representations set forth in this section, 
the Representative will rely on (i) the agreement of each underwriter to comply with the requirements 
for establishing issue price of the Series 2018 Fixed Rate Bonds, including, but not limited to, its 
agreement to comply with the hold-the-offering-price rule, if applicable to the Series 2018 Fixed 
Rate Bonds, as set forth in an agreement among underwriters and the related pricing wires, (ii) in the 
event a selling group has been created in connection with the initial sale of the Series 2018 Fixed 
Rate Bonds to the public, the agreement of each dealer who is a member of the selling group to 
comply with the requirements for establishing issue price of the Series 2018 Fixed Rate Bonds, 
including, but not limited to, its agreement to comply with the hold-the-offering-price rule, if 
applicable to the Series 2018 Fixed Rate Bonds, as set forth in a selling group agreement and the 
related pricing wires, and (iii) in the event that an Underwriter or dealer who is a member of the 
selling group is a party to a third-party distribution agreement that was employed in connection with 
the initial sale of the Series 2018 Fixed Rate Bonds to the public, the agreement of each broker- 
dealer that is a party to such agreement to comply w'ith the requirements for establishing issue price 
of the Series 2018 Fixed Rate Bonds, including, but not limited to, its agreement to comply with the 
hold-the-offering-price rule, if applicable to the Series 2018 Fixed Rate Bonds, as set forth in the 
third-party distribution agreement and the related pricing wires. The City further acknowledges that 
each Underwriter shall be solely liable for its failure to comply with its agreement regarding the 
requirements for establishing issue price of the Series 2018 Fixed Rate Bonds, including, but not 
limited to, its agreement to comply with the hold-the-offering-price rule, if applicable to the Series 
2018 Fixed Rate Bonds, and that no Underwriter shall be liable for the failure of any other 
Underwriter, or of any dealer who is a member of a selling group, or of any broker-dealer that is a 
party to a third-party distribution agreement, to comply with its corresponding agreement to comply 
with the requirements for establishing issue price of the Series 2018 Fixed Rate Bonds, including, but 
not limited to, its agreement to comply with the hold-the-offering-price rule, if applicable to the 
Series 2018 Fixed Rate Bonds.

(f)
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The Underwriters acknowledge that sales of any Series 2018 to any person that is a 
related party to an underwriter participating in the initial sale of the Series 2018 Fixed Rate Bonds to 
the public (each such term being used as defined below) shall not constitute sales to the public for 
purposes of this section. Further, for purposes of this section:

(f)

“public” means any person other than an underwriter or a related party,

“underwriter” means (A) any person that agrees pursuant to a written contract 
with the City (or with the lead underwriter to form an underwriting syndicate) 
to participate in the initial sale of the Series 2018 Fixed Rate Bonds to the 
public and (B) any person that agrees pursuant to a written contract directly or 
indirectly with a person described in clause (A) to participate in the initial 
sale of the Series 2018 Fixed Rate Bonds to the public (including a member 
of a selling group or a party to a third-party distribution agreement 
participating in the initial sale of the Series 2018 Fixed Rate Bonds to the 
public),

(i)

(ii)

a purchaser of any of the Series 2018 Fixed Rate Bonds is a “related party” to 
an underwriter if the underwriter and the purchaser are subject, directly or 
indirectly, to (A) more than 50% common ownership of the voting power or 
the total value of their stock, if both entities are corporations (including direct 
ownership by one corporation of another), (B) more than 50% common 
ownership of their capital interests or profits interests, if both entities are 
partnerships (including direct ownership by one partnership of another), or 
(C) more than 50% common ownership of the value of the outstanding stock 
of the corporation or the capital interests or profit interests of the partnership, 
as applicable, if one entity is a corporation and the other entity is a 
partnership (including direct ownership of the applicable stock or interests by 
one entity of the other), and

(iii)

“sale date” means the date of execution of this Purchase Contract by all 
parties.

(iv)

Official Statement, Delivery of Other Documents. The City shall deliver to the 
Underwriters, within seven business days of the date hereof and in any event, at least three business 
days prior to the Closing, the Official Statement, in such quantity as the Underwriters may 
reasonably request in order for the Underwriters to comply with the rules of the Municipal Securities 
Rulemaking Board (“MSRB”) and subsection (b)(4) of Rule 15c2-12. The City shall deliver to the 
Underwriters an electronic copy of the Official Statement in a form that permits the Underwriters to 
satisfy their obligations under the rules and regulations of the MSRB and the U.S. Securities and 
Exchange Commission. In order to assist the Underwriters in complying with Rule 15c2-12, the City 
will undertake, pursuant to the Continuing Disclosure Certificate, dated as of the date of Closing (the 
“Continuing Disclosure Certificate”), to provide annual financial information and notices of the 
occurrence of specified events. A description of the Continuing Disclosure Certificate is set forth in, 
and a form of such undertaking is attached as an appendix to, the Preliminary Official Statement and 
the Official Statement.

5.

6. Use of Documents.

The City authorizes the use by the Underwriters of the Subordinate General 
Resolution, the Official Statement (including any supplements or amendments thereto and including

(a)
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in electronic format), and the information therein contained, in connection with the public offering 
and sale of the Series 2018 Fixed Rate Bonds. The City also confirms its consent to the use by the 
Underwriters, prior to the date hereof, of the Preliminary Official Statement (including in electronic 
format) in connection with the public offering of the Series 2018 Fixed Rate Bonds.

As soon as practicable following receipt thereof, the Representative shall deliver the 
Official Statement, and any supplement or amendment thereto, to the Municipal Securities 
Rulemaking Board (the “MSRB”).

Representations and Agreements of the City. The City hereby represents and 
warrants as of the date hereof and agrees as follows:

(b)

7.

The City is a charter city and municipal corporation duly organized and validly 
existing under the laws of the State of California.

(a)

(b) The City has the full legal right, power and authority to (i) adopt the Twenty-Fourth 
Supplemental Resolution and enter into the Continuing Disclosure Certificate, the Escrow 
Agreement relating to the Refunded Bonds between the City and U.S. Bank National Association as 
Escrow Agent (the “Escrow Agreement”), this Contract of Purchase and any other documents 
executed by the City in connection with the Series 2018 Fixed Rate Bonds (the “City Documents”);
(ii) to sell, issue and deliver the Series 2018 Fixed Rate Bonds to the Underwriters as provided herein 
and (iii) to carry out and consummate the transactions on its part contemplated by the City 
Documents and the Subordinate General Resolution.

An ordinance of the City (the “Ordinance”) relating to the Series 2018 Fixed Rate 
Bonds was duly adopted by the City Council at a meeting which was held on [October 15, 2018] 
pursuant to the terms of the Charter and all other applicable law and with all required notice and at 
which a quorum was present at the time of adoption of such Ordinance, and such Ordinance will be 
published prior to Closing and will become effective upon publication.

(c)

By all necessary official action, the City has duly adopted, authorized and approved
(i) the City Documents, (ii) the Preliminary Official Statement and the Official Statement; (iii) the 
execution and delivery of, and the performance by the City of its obligations to provide the 
information described in, the Continuing Disclosure Certificate and its obligations contained in this 
Contract of Purchase; (iv) the execution of all certificates and other instruments necessary to 
effectuate the issuance and delivery of the Series 2018 Fixed Rate Bonds, and (v) the performance by 
the City of the obligations on its part contained in the City Documents and the Subordinate General 
Resolution and the consummation by it of all other transactions contemplated by the City Documents 
in connection with the issuance of the Series 2018 Fixed Rate Bonds. In connection with the 
issuance of the Series 2018 Fixed Rate Bonds, the City has complied in all material respects, (i) with 
the laws of the State of California and of the United States and (ii) with its obligations on its part 
contained in the Subordinate General Resolution, the Continuing Disclosure Certificate and this 
Contract of Purchase.

(d)

The Series 2018 Fixed Rate Bonds, the Subordinate General Resolution and the 
Continuing Disclosure Certificate conform in all material respects to the descriptions thereof 
contained in the Official Statement.

(e)

At or prior to the Closing, the Twenty-Fourth Supplemental Resolution shall have 
been duly adopted by the City Council and this Contract of Purchase, the Series 2018 Fixed Rate 
Bonds and the Continuing Disclosure Certificate shall have been duly executed by the City and the

(0
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Subordinate General Resolution, this Contract of Purchase, the Series 2018 Fixed Rate Bonds and the 
Continuing Disclosure Certificate shall be legal, valid and binding obligations of the City, 
enforceable in accordance with their respective terms, subject to applicable bankruptcy, insolvency, 
reorganization, moratorium and other laws affecting creditors’ rights generally and subject, as to 
enforceability, to the general principles of equity (regardless of whether enforcement is sought in a 
proceeding in equity or at law), to the exercise of judicial discretion in appropriate cases and to the 
limitations on legal remedies against municipal corporations in the State of California.

Between the date of this Contract of Purchase and the date of the Closing, except as 
contemplated by the Official Statement, the City will not, with respect to the System (as defined in 
the Official Statement), incur any material liabilities, direct or contingent other than in the ordinary 
course of business of the System, and, except as contemplated by the Official Statement, there shall 
not have been any material adverse change in the finances or operations of the System other than 
changes in the ordinary course of business.

(g)

The City is not, in any material respect, in breach of or default under any applicable 
existing constitutional provision, law or administrative regulation of the State of California or the 
United States binding on the City or any existing applicable judgment or court decree binding on the 
City or any existing loan agreement, indenture, bond, note, resolution, agreement or other instrument 
to which the City is a party which would materially adversely affect the ability of the City to pay the 
principal and interest on the Series 2018 Fixed Rate Bonds, and no event has occurred and is 
continuing which, with the passage of time or the giving of notice or both, would constitute such an 
event of default which would have such effect under any such instrument; and the adoption of the 
Twenty-Fourth Supplemental Resolution and the execution and delivery of this Contract of Purchase 
and the Continuing Disclosure Certificate and the performance by the City of its obligations under 
the Subordinate General Resolution, this Contract of Purchase and the Continuing Disclosure 
Certificate will not, in any material respect, conflict with or constitute a breach of or default under 
any existing constitutional provision, law or administrative regulation of the State of California or the 
United States binding on the City or any existing applicable judgment or court decree binding on the 
City, or any existing loan agreement, indenture, bond, note, resolution, agreement or other instrument 
to which the City is a party, which conflict, breach or default would materially adversely affect the 
ability of the City to pay the principal and interest on the Series 2018 Fixed Rate Bonds. The City has 
not been notified of any listing or proposed listing by the Internal Revenue Service to the effect that 
it is a bond issuer whose arbitrage certifications may not be relied on.

(h)

Except as disclosed in the Official Statement, there is no action, suit or proceeding, at 
law or in equity, before or by any court, pending against the City (service of process against the City 
having been made) or, to the knowledge of the officer of the City executing this Contract of 
Purchase, overtly threatened in writing (i) in any way questioning the existence of the City or the 
titles of the Authorized City Representatives (as defined in the Twenty-Fourth Supplemental 
Resolution) to their respective offices; (ii) seeking to prohibit, restrain or enjoin the adoption of the 
Twenty-Fourth Supplemental Resolution, the issuance or delivery of the Series 2018 Fixed Rate 
Bonds, or application of the proceeds of sale of the Series 2018 Fixed Rate Bonds, or in any way 
contesting the validity of the Subordinate General Resolution, the Ordinance, the Series 2018 Fixed 
Rate Bonds, the Continuing Disclosure Certificate or this Contract of Purchase, or the tax-exempt 
status of interest due with respect to the Series 2018 Fixed Rate Bonds or any authority for the 
execution and delivery of the Series 2018 Fixed Rate Bonds, or the execution and delivery by the 
City of the Continuing Disclosure Certificate or this Contract of Purchase; or (iii) contesting the 
completeness or accuracy of the Preliminary Official Statement or the Official Statement or any 
supplement or amendment thereto or asserting that the Preliminary Official Statement or the Official 
Statement contained any untrue statement of a material fact or omitted to state any material fact

(i)
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necessary to make the statements made therein, in light of the circumstances under which they were 
made, not misleading.

Except as disclosed in the Official Statement, there is no action, suit or proceeding, at 
law or in equity, before or by any court, pending against the City (service of process against the City 
having been made) or, to the knowledge of the officer of the City executing this Contract of 
Purchase), overtly threatened in writing, which would result in any material adverse change to the 
financial condition of the System, the SCM Fund, the Debt Service Fund and the Reserve Fund.

0)

The City will furnish such information, execute such instruments and take such other 
action not inconsistent with law in cooperation with the Underwriters as necessary (i) to qualify the 
Series 2018 Fixed Rate Bonds for offer and sale under the Blue Sky or other securities laws and 
regulations of such states and other jurisdictions of the United States as the Underwriters may 
designate and (ii) to determine the eligibility of the Series 2018 Fixed Rate Bonds for investment 
under the laws of such states and other jurisdictions, and will use its commercially reasonable efforts 
to continue such qualifications in effect so long as required for the distribution of the Series 2018 
Fixed Rate Bonds; provided, however, that the City shall not be required to execute a general or 
special consent to service of process or qualify to do business in connection with any such 
qualification or determination in any jurisdiction.

CO

All approvals, consents and orders of any California or United States governmental 
authority having jurisdiction of the matter which are required for the due authorization of, which 
would constitute a condition precedent to, or the absence of which would materially adversely affect 
the due performance by the City of its obligations in connection with, the execution, sale and 
delivery of the Series 2018 Fixed Rate Bonds under this Contract of Purchase have been obtained, 
except for such approvals, consents and orders as may be required under the Blue Sky or securities 
laws of any state in connection with the offering and sale of the Series 2018 Fixed Rate Bonds; and, 
except as disclosed in the Official Statement, all approvals, consents and orders of any California or 
United States governmental authority' having jurisdiction of the matter which are required for the due 
authorization of, which would constitute a condition precedent to, or the absence of which would 
materially adversely affect the due performance by the City of its obligations under, the City 
Documents have been obtained.

(1)

(m) The Preliminary Official Statement (other than the information contained in the 
Preliminary Official Statement with respect to The Depository Trust Company (“DTC”) or the book- 
entry system) did not, on the date thereof, and through the period up to the execution of this Contract 
of Purchase, contain any untrue statement of a material fact or omit to state a material fact (other than 
information permitted to be omitted pursuant to Rule 15c2-12) necessary to make the statements 
made therein, in the light of the circumstances under which they were made, not misleading.

At the time of the City’s acceptance hereof and up to and including the time of 
Closing, the Official Statement does not and will not contain any untrue statement of a material fact 
or omit to state a material fact necessary to make the statements made therein, in the light of the 
circumstances under which they were made, not misleading, except that no representation is made 
with respect to the information in the Official Statement relating to DTC and the book-entry system.

If the Official Statement is supplemented or amended pursuant to subparagraph (p) of 
this paragraph 7, the City agrees that, at the time of each supplement or amendment thereto and 
(unless subsequently again supplemented or amended pursuant to such paragraph) at all times during 
the period from the date of this Contract of Purchase to and including the date which is 25 days after 
the end of the underwriting period (as determined in accordance with Section 17 hereof), the Official

(n)

(o)
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Statement, as so supplemented or amended, will not contain any untrue statement of a material fact 
or omit to state a material fact necessary to make the statements made therein, in the light of the 
circumstances under which they were made, not misleading, except that the City shall have no 
responsibility with respect to the information in the Official Statement relating to DTC and the book- 
entry system.

If between the date of this Contract of Purchase and that date which is 25 days after 
the end of the underwriting period (as determined in accordance with Section 17 hereof) any event 
shall occur or be discovered that would cause the Official Statement, as then supplemented or 
amended, to contain any untrue statement of a material fact or to omit to state a material fact 
necessary to make the statements made therein, in the light of the circumstances under which they 
were made, not misleading, the City shall notify the Underwriters of any such event of which it has 
knowledge and, if in the reasonable opinion of the Underwriters such event requires the preparation 
and publication of a supplement or amendment to the Official Statement, the City shall prepare and 
furnish to the Underwriters (i) a reasonable number of copies of a supplement or amendment to the 
Official Statement in form and substance reasonably acceptable to the Underwriters and (ii) if such 
notification shall be subsequent to the Closing, such legal opinions, certificates, instruments and 
other documents as the Representative may reasonably deem necessary to evidence the truth and 
accuracy of such supplement or amendment to the Official Statement.

(P)

The City will refrain from taking any action, or permitting any action to be taken, 
with regard to which the City may exercise control, that results in the loss of the tax-exempt status of 
the interest on the Series 2018 Subordinate Bonds.

(q)

Any certificate signed by any officer of the City and delivered to the Underwriters 
pursuant to the City Documents or any document contemplated thereby shall be deemed a 
representation and warranty by the City to the Underwriters as to the statements made therein.

(r)

The City is not in payment default and at no time in the past ten years has been in 
payment default with respect to any SCM Fund obligations incurred by it of a character similar to the 
Series 2018 Fixed Rate Bonds.

(s)

The financial statements of, and other financial information regarding the City in the 
Official Statement fairly present the financial position and results of operations with respect to the 
System as of the dates and for the periods therein set forth. The financial statements with respect to 
the System have been prepared in accordance with generally accepted accounting principles 
consistently applied, except as noted in the Official Statement. Except as disclosed in the Official 
Statement, there has not been any materially adverse change in the financial condition of the System 
or in its operations since June 30, 2017 and there has been no occurrence, circumstance or 
combination thereof which is reasonably expected to result in any such materially adverse change.

During the last five years, the City has not failed to materially comply with any 
previous undertakings relating to continuing disclosure of information pursuant to Rule 15c2-12, 
except as noted in the Preliminaiy Official Statement and the Official Statement.

(t)

(a)

Closing. At 9:00 a.m., Los Angeles time, on November_, 2018, or at such other
time or on such later date as shall have been mutually agreed upon by the City and the 
Representative, the City shall deliver to DTC in New York, New York, on behalf of the 
Underwriters, the Series 2018 Fixed Rate Bonds, in definitive form duly executed by the City, and 
the Underwriters shall accept such delivery to DTC and shall pay the purchase price of the Series 
2018 Fixed Rate Bonds as set forth in Paragraph 1(a) hereof, less the Security Deposit, by delivering

8.
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federal or other immediately available funds in the amount of $ 
deliver to the Underwriters the other documents hereinafter mentioned at the offices of Hawkins 
Delafield & Wood LLP in Los Angeles, California or such other place as shall have been mutually 
agreed upon by the City and the Representative. Such payment and delivery is herein called the 
“Closing." The Series 2018 Fixed Rate Bonds shall be prepared in fully registered form without 
coupons, in authorized denominations shall bear CUSIP numbers and shall be registered in the name 
of “Cede & Co.,” as nominee of DTC; there shall be one (1) bond for each maturity of the Series 
2018 Fixed Rate Bonds (and, if Series 2018 Fixed Rate Bonds of the same maturity bear interest at 
different rates, for each Series 2018 Bond of such maturity bearing interest at a different rate) and the 
Series 2018 Fixed Rate Bonds shall be made available for inspection by the Underwriters at least one 
business day prior to the Closing.

to the City. The City shall

Closing Conditions. The Underwriters have entered into this Contract of Purchase in 
reliance upon the representations of the City contained herein and the performance by the City of its 
respective obligations hereunder both as of the date hereof and as of the date of Closing. The 
Underwriters’ obligations under this Contract of Purchase shall be conditioned upon the performance 
by the City of its obligations to be performed hereunder and under the other documents and 
instruments delivered in connection with the execution and delivery of the Series 2018 Fixed Rate 
Bonds and shall also be subject to the following further conditions:

9.

The representations of the City contained herein shall be true, complete and correct in 
all material respects on the date hereof and true, complete and correct in all material respects on the 
date of the Closing.

(a)

At the time of the Closing (i) the City Documents shall be in full force and effect in 
accordance with their terms and shall not have been amended, modified or supplemented and the 
Official Statement shall not have been supplemented or amended, except in each case as may have 
been agreed to by the Representative, and (ii) the City shall perform or have performed its 
obligations under the City Documents which arc required to be performed at or prior to the Closing.

At or prior to the Closing, the Underwriters shall receive the following documents:

(b)

(c)

The Official Statement and each supplement or amendment, if any, thereto, 
executed on behalf of the City by an Authorized City Representative;

(1)

Certified copies of the Subordinate General Resolution, the Twenty-Fourth 
Supplemental Resolution, and the Ordinance and an executed copy of the Continuing Disclosure 
Certificate and a tax certificate, in form and substance reasonably satisfactory to Bond Counsel and 
the City, executed on behalf of the City by an Authorized City Representative;

(2)

The opinion of Hawkins Delafield & Wood LLP, Bond Counsel, dated the 
date of the Closing, in substantially the form attached to the Official Statement as Appendix F, 
together with a letter, dated the date of the Closing, from such Bond Counsel addressed to the 
Underwriters stating that the Underwriters may rely on such opinion as though it was addressed to 
them;

(3)

The opinion of Hawkins Delafield & Wood LLP, Bond Counsel, dated the 
date of the Closing and addressed to the Underwriters, in substantially the form set forth in Exhibit A 
hereto;

(4)
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The opinion of Hawkins Delafield & Wood LLP, Bond Counsel, dated the 
date of the Closing and addressed to the City, the Escrow Agent and the Underwriters, to the effect 
that the Refunded Bonds have been defeased in accordance with the Subordinate General Resolution;

(5)

An opinion of the City Attorney, dated the date of the Closing and addressed 
to the Underwriters, in substantially the form set forth in Exhibit C hereto;

(6)

The opinion of counsel to the Escrow Agent, dated the Closing Date and 
addressed to the City and the Underwriters, to the effect that (i) the Escrow Agent has duly 
authorized, executed and delivered the Escrow Agreement; and (ii) the Escrow Agreement 
constitutes a legally valid and binding obligation of the Escrow Agent, enforceable against the 
Escrow Agent in accordance with its terms, except that the enforceability thereof may be limited by 
applicable bankruptcy, insolvency, reorganization, moratorium and other laws in effect from time to 
time affecting the rights of creditors generally and except to the extent that the enforceability thereof 
may be limited by the application of general principles of equity;

(7)

(8) A certificate of an Authorized City Representative, dated the date of Closing, 
to the effect that each of the representations set forth in Paragraph 7 of this Contract of Purchase is 
true, accurate and complete in all material respects as of the Closing and each of the agreements of 
the City, as set forth in this Contract of Purchase to be complied with at or prior to the Closing, has 
been complied with in all material respects;

Evidence reasonably satisfactory to the Underwriters that, as of the date of
Closing, the rating on the Series 2018 Fixed Rate Bonds are “_” by Standard & Poor’s Rating
Services, “__” by Fitch Ratings and “__” by Kroll Bond Rating Agency;

(9)

(10) The opinion of Nixon Peabody LLP, Disclosure Counsel, dated the date of 
Closing in substantially the form attached hereto as Exhibit B addressed to the City and 
accompanied by a reliance letter from Disclosure Counsel to the effect that such opinion may be 
relied upon by the Underwriters to the same effect as if such opinion were addressed to them;

(11) The opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, 
Underwriters’ Counsel, dated the date of Closing and addressed to the Underwriters, in form and 
substance satisfactory to the Underwriters;

(12) A report of stating that the firm has verified the 
mathematical accuracy of certain computations relating to the defeasance of the Refunded Bonds;

(13) Two transcripts of all proceedings of the City relating to the transactions
contemplated hereunder; and

(14) Such additional legal opinions, certificates, instruments and other documents 
as the Underwriters, Disclosure or Bond Counsel may reasonably deem necessary to evidence the 
due execution and delivery of the Series 2018 Fixed Rate Bonds, the truth and accuracy as of the 
time of the Closing of the City’s representations contained in paragraph 7 hereof and performance in 
all material respects by the City at or prior to the time of the Closing of all agreements then to be 
performed and all conditions then to be satisfied by the City pursuant to the City Documents.

The opinions and certificates and other material referred to above shall be in form and 
substance reasonably satisfactory to the Representative.
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Termination. The Representative shall have the right to terminate the Underwriters’ 
obligations under this Contract of Purchase to purchase, to accept delivery of and to pay for the 
Series 201 8 Fixed Rate Bonds by notifying the City of the Underwriters’ election to do so if, after the 
execution hereof and prior to the Closing:

10.

the marketability of the Series 2018 Fixed Rate Bonds or the market price thereof, in 
the reasonable opinion of the Representative (after consultation with the City), has been materially 
adversely affected by (i) an amendment to the Constitution of the United States, (ii) any legislation
(A) enacted by the United States or the State of California, (B) recommended to the Congress or, 
except as disclosed in the Official Statement, otherwise endorsed for passage, by press release, other 
form of notice or otherwise, by the President of the United States, the Treasury Department of the 
United States, the Internal Revenue Service or the Chairman or ranking minority member of the 
Committee on Finance of the United States Senate or the Committee on Ways and Means of the 
United States House of Representatives, or (C) presented as an option for consideration by either 
such Committee, by the staff of such Committee or by the staff of the Joint Committee on Taxation 
of the United States Congress, or favorably reported for passage to either House of the Congress by 
any Committee of such House or by a Conference Committee of both Houses to which such 
legislation has been referred for consideration, or (iii) any decision of any court of the United States 
or by any ruling or regulation (final, temporary or proposed) on behalf of the Treasury Department of 
the United States, the Internal Revenue Service or any other authority of the United States or any 
comparable legislative, judicial or administrative development affecting the federal or state tax status 
of the City, its property or income, or the federal or state income tax treatment of interest on its 
obligations, including the Series 2018 Fixed Rate Bonds;

(a)

there shall have occurred the outbreak or escalation of hostilities involving the United 
States or a national or international calamity or crisis, or the declaration by the United States of a 
national emergency or war, which in the reasonable judgment of the Representative (after 
consultation with the City) have had a materially adverse effect on the marketability of the Series 
2018 Fixed Rate Bonds or the market price thereof;

(b)

there shall have occurred the declaration of a general banking moratorium by any 
authority of the United States, the State of New York or the State of California or a major financial 
crisis or material disruption in commercial banking or securities settlement or clearance services shall 
have occurred which, in the reasonable opinion of the Representative (after consultation with the 
City), materially adversely affects the marketability of the Series 2018 Fixed Rate Bonds or the 
market price thereof;

(c)

there shall have been any downgrading, suspension or withdrawal, or any official 
statement as to a possible downgrading, suspension or withdrawal of any underlying rating on bonds 
secured by the Revenues by any rating service which has rated the Series 2018 Fixed Rate Bonds;

(d)

a general suspension of trading shall have occurred, minimum or maximum prices for 
trading shall have been fixed and be in force or maximum ranges or prices for securities shall have 
been required and be in force on the New York Stock Exchange or other national stock exchange 
whether by virtue of a determination by that Exchange or by order of the Securities and Exchange 
Commission or any other governmental authority having jurisdiction;

(e)

an event described in subparagraph (p) of paragraph 7 shall have occurred or be 
discovered which in the reasonable opinion of the Representative (after consultation with the City) 
requires the preparation and publication of a supplement or amendment to the Official Statement;

(f)
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a tentative decision with respect to legislation shall be favorably reported by a 
committee of the House of Representatives or the Senate of the Congress of the United States or 
legislation shall be introduced, by amendment or otherwise, in, or be enacted by, the House of 
Representatives or the Senate, or a decision by a court of the United States, or action (including a 
stop order) shall be taken or a regulation shall be issued by the Securities and Exchange Commission 
or other governmental agency having jurisdiction of the subject, the effect of which, in the opinion of 
the Representative, could be that either (i) the Series 2018 Fixed Rate Bonds are not, or may not be, 
exempt from the registration, qualification or other similar requirements of the Securities Act of 
1933, as amended (the “Securities Act”), or (ii) the Subordinate General Resolution is not, or may 
not be, exempt from the registration, qualification or other requirements of the Trust Indenture Act of 
1939, as amended (the “Trust Indenture Act”); or

(g)

the New York Stock Exchange or other national securities exchange, or any 
governmental authority, shall have imposed additional material restrictions not in force as of the date 
hereof upon trading in securities generally or shall have imposed, as to any bonds or similar 
obligations, any material, restrictions not now in force, or increase materially those now in force, 
with respect to the extension of credit by, or the charge to the net capital requirements of, the 
Underwriters.

(h)

Expenses.11.

The City shall pay any expenses incident to the performance of the City’s obligations 
hereunder, including but not limited to the following: (i) the cost of the preparation, printing and 
delivery of the Series 2018 Fixed Rate Bonds; (ii) the fees for bond ratings; (iii) the cost of printing 
and distribution of the Preliminary Official Statement and the Official Statement; (iv) the fees and 
disbursements of Bond Counsel; (v) the fees and disbursements of Disclosure Counsel; (vi) the fees 
and disbursements of any other engineers, accountants, attorneys, verification agent and other experts 
or consultants or advisors retained by the City; (vii) the expenses to qualify the Series 2018 Fixed 
Rate Bonds for sale under any Blue Sky Laws; and (viii) any other costs and disbursements incurred 
by the City in connection with the transaction. The City shall reimburse the Underwriters for 
expenses (included in the expense component of the Underwriters’ spread) incurred on behalf of the 
City’s employees which are incidental to implementing this Purchase Contract, including, but not 
limited to, meals, transportation and lodging of those employees.

(a)

The Underwriters shall pay their own expenses including but not limited to the fees 
and disbursements of any attorneys retained by the Underwriters. The Underwriters are required to 
pay fees to the California Debt and Investment Advisory Commission in connection with the sale of 
the Series 2018 Fixed Rate Bonds. Notwithstanding that such fees are solely the legal obligation of 
the Underwriters, the City agrees to reimburse the Underwriters for such fees through inclusion in the 
underwriters’ discount.

(b)

Notices. Any notice or other communication to be given to the City under this 
Contract of Purchase (other than the acceptance hereof as specified in the first paragraph hereof) may 
be given by giving the same in writing to the City of Los Angeles, Office of the City Administrative 
Officer, 200 North Main Street, Room 1500, City Hall East, Los Angeles, California 90012, 
Attention: Debt Management Group; and any notice or other communication to be given to the 
Underwriters under this Contract of Purchase may be given by delivering the same in writing to Gary 
Hall at 1999 Harrison Street, Suite 2720 Oakland, CA 94612.

12.

Governing Law: Venue. This Agreement was made and entered into in the City and 
shall be governed by, interpreted and enforced in accordance with the laws of the State of California

13.
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and the City, including any applicable statute of limitation, without regard to conflict of law- 
principles. All litigation arising out of, or relating to this Agreement, shall be brought in a State or 
Federal court in the County of Los Angeles in the State of California. The parties irrevocably agree 
to submit to the exclusive jurisdiction of such courts in the State of California and waive any defense 
of forum non conveniens.

Parties in Interest. This Contract of Purchase when executed by the City shall 
constitute the entire agreement between the City and the Underwriters and is made solely for the 
benefit of the City and the Underwriters (including the successors or permitted assigns of any of the 
Underwriters but does not include any purchasers of the Series 2018 Fixed Rate Bonds from the 
Underwriters). No other person shall acquire or have any right hereunder or by virtue hereof. All of 
the representations (as of the date such representations were made) of the City contained in this 
Contract of Purchase shall remain operative and in full force and effect regardless of any 
investigation made by or on behalf of any of the Underwriters. This Contract of Purchase may not be 
assigned by any party without the written consent of the other party'.

Effective Date. This Contract of Purchase shall be effective upon the execution 
hereof by the Representative, on behalf of the Underwriters, and the City.

14.

15.

Headings. The headings of the paragraphs of this Contract of Purchase are inserted 
for convenience only and shall not be deemed to be a part hereof.

16.

End of Underwriting Period. The term “end of the underwriting period” referred to in 
paragraphs 7(o) and (p) of this Contract of Purchase shall mean the later of such time as (i) the City 
delivers the Series 2018 Fixed Rate Bonds to the Underwriters or (ii) the Underwriters do not retain 
an unsold balance of the Series 2018 Fixed Rate Bonds for sale to the public. Unless the 
Underwriters gives notice to the contrary', the end of the underwriting period shall be deemed to be 
the date of the Closing. Any notice delivered pursuant to this paragraph 17 shall be delivered in 
writing to the City at or prior to the date of the Closing, and shall specify a date, other than the date 
of the Closing (or such other date specified by notice delivered pursuant to this paragraph 17), to be 
deemed the end of the underwriting period.

17.

Representation by Counsel. Each party hereto represents and acknowledges that it 
has been represented by competent counsel in connection with the negotiation and execution of this 
Agreement, and has been fully advised by said counsel with respect to its rights and obligations 
hereunder.

18.

Representations. Warranties and Agreements to Survive Delivery, 
representations, warranties, indemnities, agreements and other statements of the City and the 
Underwriters or their officers or partners set forth in, or made pursuant to, this Contract of Purchase 
will remain operative and in full force and effect regardless of any investigation made by or on behalf 
of the City or the underwriters or any controlling person and will survive delivery of and payment for 
the Series 2018 Fixed Rate Bonds.

19. The

Counterparts. This Contract of Purchase may be executed by the parties hereto in 
separate counterparts, each of which when so executed and delivered shall be an original, but all such 
counterparts shall together constitute but one and the same instrument.

20.

[Signatures appear on next page.]
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Very truly yours,

SIEBERT CISNEROS SHANK & CO., LLC 
Jefferies LLC 
Drexel Hamilton 
Fidelity Capital Markets

By:
SIEBERT CISNEROS SHANK & CO., LLC, 

as representative of the Underwriters

Agreed and Accepted:
This__ day of October, 2018
CITY OF LOS ANGELES

By:
Name: Benjamin Ceja
Title: Assistant City Administrative Officer

APPROVED AS TO FORM

This day of October, 2018

MICHAEL N. FEUER 
City Attorney

By:
Deputy City Attorney
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SCHEDULE I

Maturity Schedule

$
City of Los Angeles Wastewater System Subordinate Revenue Bonds, Series 2018-A

(Green Bonds)

Year 
(June 1)

Principal
Amount

Interest
Rate PriceYield

*% Term Bonds due June 1, 20 Yield: % Price$

* Priced to par call on June 1, 20_.
* 10% Test Maturities
** Hold-the-Price Maturities

Schedule I - Page 1
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s
City of Los Angeles Wastewater System Subordinate Revenue Bonds, Refunding Series 2018-B

Year 
(June 1)

Principal
Amount

Interest
Rate Yield Price

$ % Term Bonds due June 1, 20 Yield: % Price

^Priced to par call on June 1, 20_.
* 10% Test Maturities 
** Hold-the-Price Maturities

Redemption Provisions

Redemption of the Series 2018 Fixed Rate Bonds

Optional Redemption. The Series 2018-A Subordinate Bonds maturing on and after June 1, 
are subject to redemption, as a whole or in part as designated by the City, or, absent such 

designation, pro rata among maturities and by lot within any one maturity if less than all of the 
Series 2018-A Subordinate Bonds of such maturity are to be redeemed, prior to their respective 
maturity dates, at the option of the City, on any date on or after 
price equal to the principal amount of the Series 2018-A Subordinate Bonds to be redeemed plus 
accrued interest thereon to the date of redemption, without premium.

The Series 2018-B Subordinate Bonds maturing on and after June 1, 20__are subject to
redemption, as a whole or in part as designated by the City, or, absent such designation, pro rata 
among maturities and by lot within any one maturity if less than all of the Series 2018-B Subordinate 
Bonds of such maturity are to be redeemed, prior to their respective maturity dates, at the option of 
the City, on any date on or after 
of the Series 2018-B Subordinate Bonds to be redeemed plus accrued interest thereon to the date of 
redemption, without premium.

20

1, 20_, at a redemption

1, 20_, at a redemption price equal to the principal amount

Mandatory Sinking Fund Redemption. The Series 2018-A Subordinate Bonds maturing on
June 1, 20__are subject to mandatory sinking fund redemption prior to maturity, commencing on
June 1, 20__, and on each June 1 thereafter until maturity, at a redemption price equal to the principal

Schedule I - Page 2
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being redeemed, without premium, from mandatory sinking account payments which have been 
deposited in the debt service fund created for the Series 2018-A Subordinate Bonds, in the principal 
amounts set forth below (subject to adjustment in the event of an optional redemption of the Series 
2018-A Subordinate Bonds, as provided in the Twenty-Fourth Supplemental Resolution):

Series 2018-A Term Bonds Maturing June 1, 20__

Redemption Date 
(June 1) Principal Amount

$20
20
20
20
20
(maturity)

Schedule 1 — Page 3
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EXHIBIT A

FORM OF SUPPLEMENTAL OPINION

[Closing Date]

Siebert Cisneros Shank & Co., LLC 
Jefferies LLC 
Drexcl Hamilton 
Fidelity Capital Markets

Ladies and Gentlemen:

We have acted as bond counsel to the City of Los Angeles, California (the “City”) in 
connection with the issuance of its $ City of Los Angeles Wastewater System 
Subordinate Revenue Bonds, Series 2018-A (Green Bonds) (the “Series 2018-A Subordinate

City of Los Angeles Wastewater System Subordinate Revenue Bonds, 
Refunding Series 2018-B (the “Series 2018-B Subordinate Bonds” and, together with the Series 
2018-A Subordinate Bonds, the “Series 2018 Fixed Rate Bonds”). The Series 2018 Fixed Rate 
Bonds are being issued by the City of Los Angeles (the “City”) pursuant to the Charter of the City of 
Los Angeles (the “City Charter”), Article 6.7 of Chapter 1 of Division 11 of the Administrative Code 
of the City (the “Procedural Ordinance”), and, with respect to the Series 2018-B Subordinate Bonds, 
Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 (Section 53570 et seq. and Section 
53580 et seq., respectively) of the California Government Code (as amended, the “Refunding Law”). 
The Series 2018 Fixed Rate Bonds are also issued pursuant to the Wastewater System Subordinate 
Revenue Bonds General Resolution, adopted by the Council of the City (the “City Council”) on 
March 26, 1991, as amended and supplemented (the “Subordinate General Resolution”), including as 
amended and supplemented by the Twenty-Fourth Supplemental Resolution, adopted by the City 
Council on October 15, 2018.

Bonds”), the $

The Series 2018 Fixed Rate Bonds are being sold by the City on the date hereof pursuant to
, 2018, by and between the City and Siebert Cisneros 

Shank & Co., LLC, as representative of itself and Jefferies LLC, Drexel Hamilton and Fidelity 
Capital Markets (collectively, the “Underwriters”).

that Contract of Purchase, dated

All capitalized terms used herein and not otherwise defined shall have the respective 
meanings ascribed to such terms in the Contract of Purchase, or if not defined therein, in the Official 
Statement, dated 
Statement”).

_, 2018, relating to the Series 2018 Fixed Rate Bonds (the “Official

In our capacity as bond counsel, we have relied upon such certifications and opinions of or 
information provided by City representatives, without any independent investigation of such matters. 
In addition, we have examined originals or copies, certified or otherwise identified to our 
satisfaction, of such other documents, legal opinions, instruments and records, and have made such 
investigation of law, as we have considered necessary or appropriate for the purpose of this opinion, 
and we have assumed, but have not independently verified, that the signatures on all documents, 
certificates and opinions that we have reviewed are genuine. In our examination, we have assumed, 
but have not independently verified, the legal capacity of all natural persons, the authenticity of all 
documents submitted to us as originals, the conformity to original documents of all documents

A-l
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submitted to us as certified or photostatic copies or by facsimile or other means of electronic 
transmission or which we obtained from sites on the internet, and the authenticity of the originals of 
such latter documents. As to facts and certain other matters and the consequences thereof relevant to 
the opinions expressed herein and the other statements made herein, we have relied without 
independent investigation or verification upon, and assumed the accuracy and completeness of,
(a) certificates, letters (including opinion letters), and oral and written statements and representations 
of public officials, officers and other representatives of the City, counsel for the City, and others, and
(b) the representations and warranties in the Contract of Purchase.

In delivering this letter, we are not expressing any view on the validity or accuracy of 
documents, certificates or opinions we have examined.

Based on the foregoing and such other information and documents as we have considered 
necessary in order to render this opinion, it is our opinion that:

1. The Series 2018 Fixed Rate Bonds are not subject to the registration requirements of 
the Securities Act of 1933, as amended, and the Subordinate General Resolution and the Subordinate 
General Resolution are exempt from qualification pursuant to the Trust Indenture Act of 1939, as 
amended.

The Contract of Purchase has been duly executed and delivered by the City and 
(assuming due authorization, execution and delivery by and validity against the other parties thereto) 
is a valid and binding agreement of the City, enforceable against the City in accordance with its 
terms. We call attention to the fact that the rights and obligations under the Contract of Purchase and 
the enforceability thereof are subject to and may be limited by bankruptcy, insolvency, 
reorganization, arrangement, moratorium and other similar laws affecting creditors’ rights, to the 
application of equitable principles (regardless of whether such enforceability is considered in a 
proceeding in equity or at law), by the exercise of judicial discretion in appropriate cases and to the 
limitations on legal remedies against cities in the State of California; provided, however, that no 
opinion is expressed with respect to any indemnification, contribution, penalty, choice of law, choice 
of forum or waiver (including, without limitation, waiver of jury trial or consent to trial without a 
jury) provisions contained therein.

2.

The statements contained in the Official Statement under the captions 
“DESCRIPTION OF THE SERIES 2018 FIXED RATE BONDS,” “REDEMPTION OF THE 
SERIES 2018 FIXED RATE BONDS,” “SECURITY AND SOURCES OF PAYMENT FOR THE 
SERIES 2018 FIXED RATE BONDS” and “TAX MATTERS” and in Appendices B, C and F, 
insofar as such statements expressly summarize certain provisions of the Series 2018 Fixed Rate 
Bonds, the Subordinate General Resolution and our opinion concerning certain tax matters relating to 
the Series 2018 Fixed Rate Bonds, present a fair summary of such provisions, and we express no 
view on any other reports, financial or statistical data, financial statements or forecasts in the Official 
Statement or any information concerning The Depository Trust Company or the book-entry system.

Except as provided in paragraph 3 above, we are not passing upon and are not assuming any 
responsibility for the accuracy, completeness or fairness of any of the statements contained in the 
Official Statement, and we express no opinion with respect thereto.

This letter is issued as of the date hereof, and we assume no obligation to update or 
supplement this letter to reflect any facts or circumstances that may hereafter come to our attention

3.
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with respect to the statements expressed above, including any changes in applicable law that may 
hereafter occur.

The opinions expressed and the statements made herein are expressed and made as of the 
time of closing of the sale of the Series 2018 Fixed Rate Bonds to the Underwriters on the date 
hereof. Such opinions and statements may be adversely affected by actions taken or events 
occurring, including a change in law, regulation or ruling (or in the application or official 
interpretation of any law, regulation or ruling) after such time. We have not undertaken to determine, 
or to inform any person, whether such actions are taken or such events occur, and we have no 
obligation to update this letter in light of such actions or events or for any other reason. Our 
engagement with respect to this matter has terminated as of the date hereof.

We have this day delivered to the City our final approving legal opinions with respect to the 
Series 2018 Fixed Rate Bonds. You are authorized to rely on such opinions as if the same were 
addressed to you.

We are furnishing you this letter at the request of the City and solely for the information of, 
and assistance to, you in conducting and documenting your investigation of the affairs of the City in 
connection with the offering of the Series 2018 Fixed Rate Bonds and it is not to be used, circulated, 
quoted or otherwise referred to for any other purpose, including but not limited to the purchase or 
sale of the Series 2018 Fixed Rate Bonds, nor is it to be referred to in whole or in part in the Official 
Statement or any other document, except that it may be included in, and reference may be made to it 
in any list of, the closing documents pertaining to the delivery of the Series 2018 Fixed Rate Bonds. 
The provision of this opinion to you shall not create any attorney-client relationship between our firm 
and you. This opinion may not be relied upon by any other person, firm, corporation or other entity 
without our prior written consent.

Very truly yours,
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EXHIBIT B

FORM OF OPINION OF DISCLOSURE COUNSEL

, 2018November

City of Los Angeles 
Los Angeles, California

Siebert Cisneros Shank & Co., LLC, 
as Representative of the Underwriters 

New York, New York

$ Wastewater System Subordinate Revenue Bonds, Series 2018-A 
Wastewater System Subordinate Revenue Bonds,

Re:
(Green Bonds); $_____
Refunding Series 2018-B;

Ladies and Gentlemen:

We have acted as Disclosure Counsel to the City of Los Angeles (the “City”) in connection 
with the issuance by the City of its Wastewater System Subordinate Revenue Bonds, Series 2018-A 
(Green Bonds) in the aggregate par amount of S 
Bonds”), Wastewater System Subordinate Revenue Bonds, Refunding Series 2018-B in the aggregate 
par amount of $
2018-A Subordinate Bonds, the “Series 2018 Subordinate Bonds”). The Series 2018 Subordinate 
Bonds are being issued pursuant to the Charter of the City of Los Angeles, Article 6.7 of Chapter 1 of 
Division 11 of the Administrative Code of the City, and, with respect to the Series 2018-B 
Subordinate Bonds, Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 (Section 53570 
et seq. and Section 53580 et seq., respectively) of the California Government Code (collectively, the 
“Law”).

(the “Series 2018-A Subordinate

(the “Series 2018-B Subordinate Bonds” and, together with the Series

The Series 2018 Subordinate Bonds are also being issued pursuant to the Wastewater System 
Subordinate Revenue Bonds General Resolution, adopted by the Council of the City (the “City 
Council”) on March 26, 1991, as amended and supplemented, including as amended and 
supplemented by the Twenty-Fourth Supplemental Resolution, adopted by the City Council on 
October 15, 2018 (collectively, the “Subordinate General Resolution”). The terms and provisions of 
the Series 2018 Subordinate Bonds are contained in the Subordinate General Resolution and are 
further described in the Official Statement relating to the Series 2018 Subordinate Bonds, dated
___________ , 2018 (the “Official Statement”). Capitalized terms used herein and not otherwise
defined shall have the respective meanings set forth in the Official Statement.

The Series 2018 Subordinate Bonds were sold by the City pursuant to that Contract of 
Purchase, dated
Shank & Co., LLC (the “Representative”), as representative of itself and Jefferies LLC, Drexel 
Hamilton and Fidelity Capital Markets (collectively, the “Underwriters”).

,2018 (the “Contract of Purchase”), by and between Siebert Cisneros

In rendering this opinion, we have reviewed such records, documents, certificates and 
opinions, and made such other investigations of law and fact as we have deemed necessary or
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appropriate. This opinion is limited to matters governed by the federal securities law of the United 
States of America, and we assume no responsibility with respect to the applicability or effect of the 
laws of any other jurisdiction.

In our capacity as Disclosure Counsel to the City, we have rendered certain legal advice and 
assistance in connection with the preparation of the Preliminary Official Statement relating to the
Series 2018 Subordinate Bonds, dated October_,2018 (the “Preliminary Official Statement”), and
the Official Statement. Rendering such assistance involved, among other things, discussions and 
inquiries concerning various legal matters, review of certain records, documents and proceedings, 
and participation in meetings and telephone conferences with, among others, representatives of the 
City, the City Attorney, Bond Counsel, the Underwriters, Underwriters’ Counsel and the City’s Co- 
Financial Advisors, at which meetings and conferences the contents of the Preliminary Official 
Statement and the Official Statement and related matters were discussed. On the basis of the 
information made available to us in the course of the foregoing (but without having undertaken to 
determine or verify independently, or assuming any responsibility for, the accuracy, completeness or 
fairness of any of the statements contained in the Preliminary Official Statement or the Official 
Statement), no facts have come to the attention of the personnel directly involved in rendering legal 
advice and assistance in connection with the preparation of the Preliminary Official Statement and 
the Official Statement that causes them to believe that (a) the Preliminary Official Statement as of its 
date or as of the date of the Contract of Purchase contained any untrue statement of a material fact or 
omitted to state a material fact necessary in order to make the statements made therein, in the light of 
the circumstances under which they were made, not misleading (except for any information relating 
to The Depository Trust Company, Cede & Co., the book-entry system, forecasts, projections, 
estimates, assumptions and expressions of opinions and the other financial and statistical data 
included therein, and information in Appendices B, C, D, E, F and G thereof, as to all of which we 
express no view, and except for such information as is permitted to be excluded from the Preliminary 
Official Statement pursuant to Rule 15c2-12 of the Securities Exchange Act of 1934, as amended, 
including but not limited to information as to pricing, yield, interest rate, maturity, amortization, 
redemption provisions, underwriters’ compensation and the CUSIP numbers), or (b) the Official 
Statement as of its date or as of the date hereof contained or contains any untrue statement of a 
material fact or omitted or omits to state a material fact necessary to make the statements therein, in 
the light of the circumstances under which they were made, not misleading (except for any 
information relating to The Depository Trust Company, Cede & Co., the book-entry system, the 
CUSIP numbers, forecasts, projections, estimates, assumptions and expressions of opinions and the 
other financial and statistical data included therein, and information in Appendices B, C, D, E, F and 
G thereof, as to all of which we express no view).

During the period from the date of the Preliminary Official Statement to the date of this 
opinion, except for our review of the certificates and opinions regarding the Preliminary Official 
Statement and the Official Statement delivered on the date hereof, we have not undertaken any 
procedures or taken any actions which were intended or likely to elicit information concerning the 
accuracy, completeness or fairness of any of the statements contained in the Preliminary Official 
Statement or the Official Statement.

We are furnishing this opinion to you, solely for your benefit. This opinion is rendered in 
connection with the transaction described herein, and may not be relied upon by you for any other 
purpose. This opinion shall not extend to, and may not be used, circulated, quoted, referred to, or 
relied upon by, any other person, firm, corporation or other entity without our prior written consent. 
The delivery of this opinion shall not create any attorney-client relationship between our firm and the
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addressees hereof, other than the City. Our engagement with respect to this matter terminates upon 
the delivery of this opinion to you at the time of the remarketing relating to the Series 2018 
Subordinate Bonds, and we have no obligation to update this opinion.

Respectfully submitted,
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EXHIBIT C

FORM OF OPINION OF
THE CITY ATTORNEY OF THE CITY OF LOS ANGELES

_, 2018

City of Los Angeles 
Los Angeles, California

Underwriters:
Siebert Cisneros Shank & Co., LLC 
Jefferies LLC 
Drexel Hamilton 
Fidelity Capital Markets 
Ladies and Gentlemen;

This office has acted as counsel to the City of Los Angeles (the “City”) and this opinion is 
being delivered in connection with the issuance by the City of $
Wastewater System Subordinate Revenue Bonds, Series 2018-A (Green Bonds) (the “Series 2018-A

City of Los Angeles Wastewater System Subordinate 
Revenue Bonds, Refunding Series 2018-B (the “Series 2018-B Subordinate Bonds” and, together 
with the Series 2018-A Subordinate Bonds, the “Series 2018 Fixed Rate Bonds”), and the sale of the 
Series 2018 Fixed Rate Bonds to the Underwriters thereof.

City of Los Angeles

Subordinate Bonds”), the $

The Series 2018 Fixed Rate Bonds are being issued by the City pursuant to the Charter of the 
City of Los Angeles (the “City Charter”), Article 6.7 of Chapter 1 of Division 11 of the 
Administrative Code of the City (the “Procedural Ordinance”), and, with respect to the Series 2018-B 
Subordinate Bonds, Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 (Section 53570 
et seq. and Section 53580 et seq., respectively) of the California Government Code (as amended, the 
“Refunding Law”). The Series 2018 Fixed Rate Bonds are also issued pursuant to the Wastewater 
System Subordinate Revenue Bonds General Resolution, adopted by the Council of the City (the 
“City Council”) on March 26, 1991, as amended and supplemented (the “Subordinate General 
Resolution”), including as amended and supplemented by the Twenty-Fourth Supplemental 
Resolution, adopted by the City Council on October 15, 2018 (the “Twenty-Fourth Subordinate 
Supplemental Resolution”). Capitalized terms not otherwise defined herein shall have the respective 
meanings ascribed thereto in the Subordinate General Resolution or, if not defined in the Subordinate 
General Resolution, in the Contract of Purchase (as defined below).

We have examined certified copies of proceedings for the issuance of the Series 2018 Fixed 
Rate Bonds, including (i) the Charter, (ii) the Subordinate General Resolution, (iii) Ordinance No.
_______ passed by the City Council on October 19, 2018 (the “Ordinance”), (iv) the Contract of

, 2018 (the “Contract of Purchase”), by and among the City and 
Siebert Cisneros Shank & Co., LLC, as representative of itself and Jefferies LLC, Drexel Hamilton 
and Fidelity Capital Markets (the “Underwriters”) relating to the Series 2018 Fixed Rate Bonds, (v)
the Continuing Disclosure Certificate, dated October _, 2018 (the “Continuing Disclosure
Certificate”), executed by the City and (vi) such other records, documents, certificates, opinions and 
other matters as are in our judgment relevant, necessary or appropriate to enable us to render the

Purchase, dated

C-l
DOC SOC/1903092v5/2003 02-0010



opinions expressed herein. As to relevant factual matters, we have relied upon without undertaking to 
verify independently, among other things, the City’s factual representations contained in the records, 
documents, instruments, certificates and other matters described above and the Official Statement. 
Collectively, the Contract of Purchase and the Continuing Disclosure Certificate are referred to 
herein as the “City Documents.”

We have assumed the genuineness of all signatures, the authenticity of all documents 
submitted to us as originals and the conformity with originals of all documents submitted to us as 
copies. To the extent the City’s obligations depend on the enforceability of the City Documents 
against the other parties thereto, we have assumed that the City Documents are enforceable against 
such other parties.

From such examination, on the basis of our reliance upon the assumptions in this letter and 
our consideration of those questions of law we considered relevant, and subject to the limitations and 
qualifications in this letter, as of the date hereof, we are of the opinion that:

The City is a duly organized charter city and municipal corporation of the State of 
California duly organized and existing under the Constitution of the State of California and the 
Charter.

1.

The Twenty-Fourth Subordinate Supplemental Resolution and the Ordinance were 
each duly adopted by the City Council at a meeting which was duly called and held pursuant to law 
and with all required notice, and at which a quorum was present at the time of their adoption. The 
Twenty-Fourth Subordinate Supplemental Resolution and the Ordinance have not been modified, 
amended or rescinded and are in full force and effect on and as of the date hereof.

2.

The Subordinate General Resolution is a valid and binding obligation of the City 
enforceable against the City in accordance with its terms, except to the extent that the enforceability 
thereof may be limited by, and subject to, bankruptcy, insolvency, reorganization, moratorium, 
fraudulent conveyance and other similar laws of general applicability relating to or affecting 
creditors’ rights, the general principles of equity, regardless of whether such enforceability is 
considered in equity or at law, the exercise of judicial discretion in appropriate cases, and the 
limitations on legal remedies against municipal corporations in the State of California.

The issuance of the Series 2018 Fixed Rate Bonds has been duly authorized and all 
legal conditions precedent to the delivery of the Series 2018 Fixed Rate Bonds have been fulfilled.

3.

4.

The City has duly authorized, executed and delivered the City Documents, and 
assuming due authorization, execution and delivery by the other parties thereto, the City Documents 
constitute the legal, valid and binding obligations of the City enforceable against the City in 
accordance with their respective terms, except to the extent that enforceability thereof may be limited 
by, and subject to, bankruptcy, insolvency, reorganization, moratorium, fraudulent conveyance and 
other similar laws of general applicability relating to or affecting creditors’ rights, the general 
principles of equity, regardless of whether such enforceability is considered in equity or at law, the 
exercise of judicial discretion in appropriate cases, and the limitations on legal remedies against 
municipal corporations in the State of California.

5.

The City has duly approved and executed the Official Statement, and the City has 
duly authorized the delivery and distribution of the Official Statement by the Underwriters in

6.
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connection with the public offering of the Series 2018 Fixed Rate Bonds (provided that we express 
no opinion as to any action required under state or federal securities or Blue Sky laws in connection 
with the purchase or distribution of the Series 2018 Fixed Rate Bonds by the Underwriters).

The adoption by the City of the Twenty-Fourth Subordinate Supplemental Resolution 
and the Ordinance, and the execution and delivery by the City of the City Documents, do not, in any 
material respect: conflict with or constitute a breach of or default under any California constitutional 
provision, law, administrative regulation, judgment or court decree that we have, in the exercise of 
customary professional diligence, recognized as applicable to the City and the transactions 
contemplated by the City Documents, or, to our knowledge, any loan agreement, indenture, bond, 
note, resolution, agreement or other instrument to which the City is a party and related to the System, 
and with respect to which such conflict, breach or default would materially adversely affect the 
ability of the City to pay the principal and interest on the Series 2018 Fixed Rate Bonds. If any such 
loan agreement, indenture, bond, note, resolution, agreement or other instrument is governed by the 
laws of a jurisdiction other than California, we have assumed that such loan agreement, indenture, 
bond, note, resolution, agreement or other instrument is governed by the laws of the State of 
California. We express no opinion as to the effect of the City’s performance of its obligations under 
the City Documents on the City’s compliance with financial covenants in such other loan 
agreements, indentures, bonds, notes, resolutions, agreements or other instruments.

7.

To the best of our knowledge after due inquiry, and except as otherwise set forth in 
the Official Statement, there is no action, suit or proceeding, at law or in equity, before or by any 
court, pending (with service of process having been given to the City) or threatened, wherein an 
unfavorable decision, ruling or finding would: (a) in any way adversely affect the corporate existence 
of the City or the titles of the Authorized City Representatives (as defined in the Twenty-Fourth 
Subordinate Supplemental Resolution) to their respective City offices, (b) seek to restrain or enjoin 
the issuance or delivery of any of the Series 2018 Fixed Rate Bonds, (c) in any way contest the 
validity of the Series 2018 Fixed Rate Bonds, the Subordinate General Resolution, the Ordinance or 
any of the City Documents, (d) contest the power of the City to issue the Series 2018 Fixed Rate 
Bonds, (e) have a material adverse effect on the City’s ability to make payment on the Series 2018 
Fixed Rate Bonds from the Revenues, or (f) contest or assert that the "LITIGATION" section in the 
Official Statement contained any untrue statement of a material fact or omitted to state any material 
fact necessary to make the statements therein, in light of the circumstances under which they were 
made, not misleading.

8.

We express no opinion with respect to any indemnification, contribution, penalty, choice of 
law, choice of forum, choice of venue, severability or waiver provisions contained in the Subordinate 
General Resolution or the City Documents. Furthermore, the imposition of fees and charges by the 
City relating to the System may be subject to the provisions of Articles XIIIC and XIIID of the 
Constitution of the State of California.

We express no opinion as to any provision requiring written amendments or waivers insofar 
as it suggests that oral or other modifications, amendments or waivers could not be effectively agreed 
upon by the parties or that the doctrine of promissory estoppel might not apply.

A court may refuse to enforce a provision of the Subordinate General Resolution or the City 
Documents if it deems that such provision is in violation of public policy. No opinion is being 
rendered as to the availability of any particular remedy.
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The law covered by the opinions expressed herein is limited to the present law of the State of 
California. We express no opinion as to the laws of any other jurisdiction.

This letter is given in an official capacity only and not personally, and no personal liability 
shall derive therefrom. The opinions expressed are matters of professional judgment and are not a 
guarantee of result. The opinions are expressly limited to the matters set forth above, and we render 
no opinion, whether by implication or otherwise, as to any other matters.

This letter is for the sole benefit of the addressees hereof in connection with the issuance of 
the Series 2018 Fixed Rate Bonds, and is not to be used, circulated, quoted or otherwise referred to 
for any other purpose; provided, however, that it may be included in the transcript of record of 
proceedings relating to the Series 2018 Fixed Rate Bonds. No other person may rely on this letter 
without our prior written consent. The provision of this letter to addressees hereof shall not create 
any attorney-client relationship between us and such addressees (other than the City). The opinions 
set forth herein may be affected by actions taken or not taken by the City or other parties, or by 
events, facts or circumstances occurring after the date hereof. This letter speaks only as of the date 
hereof and we do not undertake, and expressly disclaim, any obligation to amend or supplement this 
letter or the opinions set forth herein as events, facts or circumstances come to our attention, or 
changes in law occur, after the date hereof which could affect such opinions. .

Respectfully submitted,

MICHAEL N. FEUER 
City Attorney

By:
[NAME]
[TITLE]
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EXHIBIT D
ISSUE PRICE CERTIFICATE
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GOOD FAITH DEPOSIT AGREEMENT

THIS GOOD FAITH DEPOSIT AGREEMENT, dated as of [Dated Date] (this 
“Agreement”), is entered into by and between the CITY OF LOS ANGELES, a charter city in 
the State of California (the “City”), and U.S. BANK NATIONAL ASSOCLATION, a national 
banking association, as custodian (the “Custodian”).

WITNES SETH

WHEREAS, the Council of the City (the “Council”) adopted resolutions on
October__, 2018 authorizing the issuance of bonds to, among other things, pay project costs
associated with additional improvements to the wastewater system, refund and redeem certain 
outstanding Wastewater System Subordinate Revenue Bonds and pay certain outstanding 
Commercial Paper Notes (the “Authorizing Resolutions”);

WHEREAS, the City has approved the issuance and sale of the City’s Wastewater 
System Subordinate Revenue Bonds, Series 2018-A (Green Bonds) (the “2018-A Bonds”), 
Wastewater System Subordinate Revenue Bonds, Refunding Series 2018-B (the “2018-B Bonds” 
and, together with the 2018-A Bonds, the “2018-AB Bonds”), and Wastewater System 
Subordinate Revenue Bonds, Variable Rate Refunding Series 2018-C (the “2018-C Bonds” and, 
together with the 2018-AB Bonds, the “Bonds”) pursuant to the Authorizing Resolutions;

WHEREAS, the City has required the managing underwriter of the 2018-AB 
Bonds and the managing underwriters of the 2018-C Bonds (each, a “Depositor”) to provide a 
good faith deposit in an amount equal to one percent (1.0%) of the estimated principal amount of 
the 2018-AB Bonds and the 2018-C Bonds, respectively;

WHEREAS, the Custodian has agreed to accept and hold the good faith deposits 
made by wire transfer from the Depositors and to return such good faith deposits to the 
Depositors promptly pursuant to the terms of the Contracts of Purchase for the Bonds, if required 
thereby; and

NOW, THEREFORE, in consideration of the following, the City and the 
Custodian DO HEREBY AGREE as follows:

SECTION 1. Definitions. Terms used herein and not otherwise defined shall 
have the meanings given such terms in the Authorizing Resolutions and the Contracts of 
Purchase.

SECTION 2. Appointment of Custodian.

The City hereby appoints the Custodian, and the Custodian hereby accepts its 
appointment and agrees to serve as custodian, with respect to the acceptance and return of the 
good faith deposits made by wire transfer, all in accordance with this Agreement.
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SECTION 3. Good Faith Deposit Accounts.

There is hereby established (i) an account to be known as the Wastewater Bonds 
Series 2018-AB Good Faith Deposit Account (the “2018-AB Good Faith Deposit Account”) to 
be held by the Custodian, in which the Custodian shall hold the good faith deposit sent to the 
Custodian by wire transfer by the managing underwriter of the 2018-AB Bonds and (ii) an 
account to be known as the Wastewater Bonds Series 2018-C Good Faith Deposit Account (the 
“2018-C Good Faith Deposit Account” and, together with the 2018-AB Good Faith Deposit 
Account, the “Good Faith Deposit Accounts”) to be held by the Custodian, in which the 
Custodian shall hold the good faith deposits sent to the Custodian by wire transfer by the 
managing underwriters of the 2018-C Bonds. The Custodian will hold the good faith deposits in 
cash and uninvested.

SECTION 4. Responsibilities of Custodian.

The Custodian shall accept from each Depositor by wire transfer a good faith 
deposit, provided that such Depositor sends an email to the Custodian referencing (i) the 
respective issue(s) of Bonds, (ii) the name of the Depositor and (iii) instructions for the return of 
the wire transfer should return be required pursuant to the terms of the related Contract of 
Purchase.

On the date the Bonds are to be issued, the City shall direct the Custodian to, from 
the Good Faith Deposit Accounts, (1) wire transfer the good faith deposits to funds as directed 
by the City Administrative Officer or (2) promptly return by wire transfer each good faith 
deposit to the applicable Depositor, pursuant to the terms of the related Contract of Purchase, as 
directed by the City. Any amounts remaining in the Good Faith Deposit Accounts after such 
transfer shall be released to the City and the Good Faith Deposit Accounts shall be closed.

SECTION 5. Performance of Duties.

The Custodian agrees to perform the duties set forth herein and agrees that the 
irrevocable instructions to the Custodian herein provided are in a form satisfactory to it.

SECTION 6. Resignation.

The Custodian may resign at any time by giving written notice thereof to the City. 
Upon receipt of such written notice, the City shall promptly appoint a successor Custodian and 
notify the Custodian in writing of such appointment. Upon receipt of such notice from the City, 
the Custodian shall transfer all amounts held by it in the Good Faith Deposit Accounts to the 
City and upon such transfer, the Custodian shall be discharged of any further duties under this 
Agreement.

SECTION 7. Amendments.

The City and the Custodian may, amend this Agreement or enter into such 
agreements supplemental to this Agreement as shall not be inconsistent with the terms and 
provisions of this Agreement or the Authorizing Resolutions.
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SECTION 8. Term,

This Agreement shall commence upon its execution and delivery and shall 
terminate on the date upon which any remaining amounts on deposit in the Good Faith Deposit 
Accounts have been transferred in accordance with this Agreement.

SECTION 9. Fees and Expenses,

The City agrees to pay $500 to the Custodian in consequence of this Agreement 
and the acceptance thereof by the Custodian. The Custodian shall not have any lien whatsoever 
upon any of the moneys deposited in accordance with the terms hereof for the payments of fees 
and expenses for services rendered by it under this Agreement.

SECTION 10. Indemnity.

The City agrees to indemnify the Custodian, its agents and its officers and 
employees for and hold the Custodian, its agents, officers and employees harmless from and 
against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, 
claims, costs, expenses and disbursements of any kind or nature whatsoever (including, without 
limitation, reasonable fees and disbursements of counsel for the Custodian) which may be 
imposed on, incurred by, or asserted against the Custodian at any time by reason of the 
performance of its duties as Custodian hereunder in any transaction arising out of this Agreement 
or any of the transactions contemplated herein unless due to the Custodian’s or its officers’ or 
employees’ or agents’ negligence or willful misconduct. The Custodian’s rights to 
indemnification hereunder shall survive its resignation or removal and the termination of the 
Agreement.

SECTION 11. Severability.

If any one or more of the covenants or agreements provided in this Agreement on 
the part of the City or the Custodian to be performed should be determined by a court of 
competent jurisdiction to be contrary to law, such covenants or agreements shall be null and void 
and shall be deemed separate from the remaining covenants and agreements herein contained and 
shall in no way affect the validity of the remaining provisions of this Agreement.

SECTION 12. Counterparts.

This Agreement may be executed in several counterparts, all or any of which shall 
be regarded for all purposes as an original but all of which shall constitute and be but one and the 
same instrument.

SECTION 13. Governing Law.

This Agreement shall be construed under the laws of the State of California.
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SECTION 14. Assignment.

This Agreement shall not be assigned by the Custodian or any successor thereto 
without the prior written consent of the City.

4
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IN WITNESS WHEREOF, the parties hereto have caused this Good Faith 
Deposit Agreement to be executed by their duly authorized officers and attested as of the date 
first above written.

CITY OF LOS ANGELES

By:
Assistant City Administrative Officer

Approved as to Form:

MICHAEL FEUER, 
City Attorney

By:
Deputy City Attorney

U.S. BANK NATIONAL ASSOCIATION,
as Custodian

By:
Authorized Officer
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ESCROW AGREEMENT

between the

CITY OF LOS ANGELES

and

U.S. BANK NATIONAL ASSOCIATION, 
as Escrow Agent

Dated as of [As of Date]

Relating to the

Wastewater System Subordinate Revenue Bonds, 
Variable Rate Refunding, Series 2012-D



ESCROW AGREEMENT

This ESCROW AGREEMENT, dated as of [As of Date] (this “Escrow Agreement”), is 
entered into by and between the CITY OF LOS ANGELES (the “City”), a municipal corporation 
and a charter city of the State of California (the “State”), and U.S. BANK NATIONAL 
ASSOCIATION, its successors and assigns, as escrow agent (the “Escrow Agent”), with 
reference to the following facts:

WITNESSETH:

WHEREAS, pursuant to the Wastewater System Subordinate Revenue Bonds General 
Resolution adopted by the City Council on March 26, 1991, as amended and supplemented from 
time to time (the “Subordinate General Resolution”), and the Fourteenth Supplemental 
Resolution supplementing the Subordinate General Resolution adopted by the City Council on 
December 11, 2012 (the “Fourteenth Supplemental Resolution”), the City issued its Wastewater 
System Subordinate Revenue Bonds, Variable Rate Refunding, Series 2012-D (the “Series 2012- 
D Bonds”) in the original aggregate principal amount of $280,860,000; and

WHEREAS, the Series 2012-D Bonds are currently outstanding in the aggregate 
principal amount of $ ; and

WHEREAS, the City has determined that it is beneficial to the City and its ratepayers to 
refund the outstanding Series 2012-D Bonds as set forth on Schedule A hereto (the “Refunded 
Bonds”); and

WHEREAS, the Subordinate General Resolution provides that the “Subordinate Bonds,” 
as defined in the Subordinate General Resolution, and issued thereunder, shall be deemed to have 
been paid when (a) payment of the principal, interest and premium, if any, either (i) shall have 
been made in accordance with the terms of the Subordinate Bonds and the Subordinate General 
Resolution, or (ii) shall have been provided for by irrevocably setting aside exclusively for such 
payment, (1) moneys sufficient to make such payment and/or (2) Government Obligations (as 
defined in the Subordinate General Resolution), maturing as to principal and interest or payable 
to the City or its agent on demand in such amounts and at such times as will insure the 
availability of sufficient moneys to make such payment, and (b) all necessary and proper fees, 
compensation and expenses of any Registrar and any Paying Agent pertaining to the Subordinate 
Bonds with respect to which such deposit is made shall have been paid or provision made for the 
payment thereof; and

WHEREAS, the Subordinate General Resolution provides that notwithstanding the 
foregoing described provision, no deposit under clause (a)(ii) as described in the immediately 
preceding paragraph shall be deemed a payment of any such Subordinate Bonds unless the City 
has given notice or has agreed to give notice by mail, as soon as practicable, to the Owners of the 
Subordinate Bonds with respect to which such deposit has been made that such deposit has been 
made and in such notice has included or will include the maturity or redemption date upon which 
moneys are to be available for the payment of the principal of and the applicable redemption 
premium, if any, on such Subordinate Bonds and the City has given or has agreed to give proper
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and timely notice of the redemption of those Subordinate Bonds which are to be redeemed in 
advance of their maturity; and

WHEREAS, pursuant to the Fourteenth Supplemental Resolution, the U.S. Bank National 
Association has been appointed the Paying Agent for the Refunded Bonds (the “Paying Agent”) 
under the Paying Agent Agreement, dated as of December 1, 2012 (as heretofore amended and 
restated and further supplemented, the “Paying Agent Agreement”), by and between the City and 
the Paying Agent; and

WHEREAS, the City has issued its Wastewater System Subordinate Revenue Bonds, 
Series 2018-A (the “Series 2018-A Bonds”) for the purpose, among other purposes, of paying 
Commercial Paper Notes (as defined in the Subordinate General Resolution) when due, 
financing the costs of certain improvements to the System; and

WHEREAS, the City has issued its Wastewater System Subordinate Revenue Bonds, 
Refunding Series 2018-B (the “Series 2018-B Refunding Bonds”) and its Wastewater System 
Subordinate Revenue Bonds, Variable Rate Refunding Series 2018-C (the “Series 2018-C 
Refunding Bonds”, together with the Series 2018-B Refunding Bonds, the “Series 2018 
Refunding Bonds” and, together with the Series 2018-A Bonds and the Series 2018-B Refunding 
Bonds, the “Series 2018 Bonds”) for the purpose, among other purposes, of refunding the 
Refunded Bonds; and

WHEREAS, the Series 2018-A Bonds and the Series 2018-B Refunding Bonds are being 
issued under the terms of the Subordinate General Resolution, as amended and supplemented, 
including as supplemented by the Twenty-Fourth Supplemental Resolution, adopted by the City 
Council on October__, 2018 (the “Twenty-Fourth Supplemental Resolution”); and

WHEREAS, the Series 2018-C Refunding Bonds are being issued under the terms of the 
Subordinate General Resolution, as amended and supplemented, including as supplemented by
the Twenty-Fifth Supplemental Resolution, adopted by the City Council on October__, 2018
(the “Twenty-Fifth Supplemental Resolution”); and

WHEREAS, the City has determined that the Refunded Bonds shall be redeemed on 
[Redemption Date] (the “Redemption Date”); and

WHEREAS, the Escrow Agent shall take any and all action necessary to transfer amounts 
provided hereunder to the Paying Agent to pay or redeem the Refunded Bonds, in accordance 
with the provisions of this Escrow Agreement.

NOW THEREFORE, in consideration of the foregoing and of the mutual covenants and 
agreements hereinafter set forth, and for other good and valuable consideration, the receipt and 
sufficiency of which is hereby acknowledged, the parties hereto agree as follows:

Section 1.
Refunded Bonds. The Escrow Agent hereby acknowledges the receipt of a copy of the

, independent certified public accountants, in 
connection with calculations of the sufficiency of the funds and Government Obligations to be

Receipt of Documents and Confirmation of Book-Entry Status of the

verification report prepared by
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used to pay when due the interest on and the principal or redemption price of the respective 
series of the Refunded Bonds. The City hereby confirms that all of the Refunded Bonds are in 
“book-entry” form, and are registered in the name of Cede & Co., as registered owner and 
nominee of The Depository Trust Company, New York, New York (“DTC”), which acts as the 
securities depository for the Refunded Bonds. So long as the Refunded Bonds are in such book- 
entry form, the Escrow Agent shall give all notices pursuant to this Escrow Agreement to 
Cede & Co. as the registered owner of the Refunded Bonds and DTC as the securities depository 
therefor. The Escrow Agent shall make all payments required hereunder to the Paying Agent.

Section 2.
appointed to serve as escrow agent and to make the payments required pursuant to this Escrow 
Agreement as directed by the City. The City shall make available to the Escrow Agent such 
information with respect to the Paying Agent as needed by the Escrow Agent for purposes of 
making payments hereunder.

Payment of Bonds; Notice to Owners. The Escrow Agent is hereby

The Escrow Agent shall pay from amounts held under this Escrow Agreement all 
interest as it becomes due on the Refunded Bonds on or prior to the Redemption Date therefor as 
set forth on Schedule A.

(a)

The Refunded Bonds shall be redeemed on the Redemption Date for such 
Refunded Bonds at the redemption price equal to 100% of the principal amount thereof plus 
accrued interest, if any, to the Redemption Date, without premium, plus all fees and other 
amounts required to be paid in connection with such redemption (the “Redemption Price”), all as 
set forth on Schedule A.

(b)

The City hereby agrees, as soon as practicable, to give notice under Article VIII 
of the Subordinate General Resolution that a deposit has been made hereunder to provide for the 
payment of the Refunded Bonds and agrees to give proper and timely notice of the redemption of 
the Refunded Bonds in accordance with Section 4.01 of the Subordinate General Resolution and 
Section 4.03 of the Paying Agent Agreement, and in accordance with the Fourteenth 
Supplemental Resolution relating to the Refunded Bonds. To implement such agreement,

(i) the City hereby irrevocably directs the Escrow Agent to give and the 
Escrow Agent agrees that it will mail by llrst-class United States mail, postage prepaid, to 
all owners of the Refunded Bonds, a notice of the defeasance of the Refunded Bonds in 
substantially the form of Attachment 1-1 to this Escrow Agreement as soon as practicable 
after the receipt of the Series 2018 Refunding Bond proceeds as described in Section 3 
hereof;

(c)

(ii) the Escrow Agent affirms that, as instructed by the City, the Escrow Agent 
has provided mail by first-class United States mail, postage prepaid, to all owners of the 
Refunded Bonds, a notice of redemption of the Refunded Bonds in substantially the form 
of Attachment 1-2 to this Escrow Agreement at least 60 days before the Redemption 
Date.
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Section 3, 
of Initial Deposits.

Establishment of Escrow Fund and Costs of Issuance Funds; Disposition

There is hereby created and established with the Escrow Agent a special, 
irrevocable escrow to be designated “Los Angeles Wastewater System Escrow Fund, Series 2018 
Refunding” (the “Escrow Fund”) to be held, in escrow, by the Escrow Agent separate and apart 
Ifom any other funds of the Escrow Agent and the City, if any, held by the Escrow Agent. Such 
portion of the Escrow Fund as shall be necessary to provide for the payment of the principal or 
redemption price of and interest on the Refunded Bonds in accordance with Section 2 hereof, 
shall be allocated to the payment of such respective series of the Refunded Bonds and shall be 
deemed to constitute a subaccount therefor,

(a)

On the date of issuance of the Series 2018-B Refunding Bonds, a portion of the 
proceeds of the Series 2018-B Refunding Bonds in the amount of $ 
into the Escrow Fund, together with $
System Revenue Bonds Debt Service Fund attributable to the 2012-D Bonds held under the 
Subordinate General Resolution, and the good faith deposit of $ 
by the Escrow Agent.

(b)
shall be deposited 

from amounts on deposit in the Wastewater

previously received

On the date of issuance of the Series 2018-C Refunding Bonds, a portion of the
shall be deposited 

from amounts on deposit in the Wastewater 
System Revenue Bonds Debt Service Fund attributable to the 2012-D Bonds held under the 
Subordinate General Resolution, and the good faith deposit of $ 
by the Escrow Agent.

(c)
proceeds of the Series 2018-C Refunding Bonds in the amount of $ 
into the Escrow Fund, together with $

previously received

The Escrow Agent is hereby directed to use $ 
deposited to the Escrow Fund to purchase on the date of issuance of the Series 2018 Refunding 
Bonds the securities listed on Schedule B. All amounts in the Escrow Fund not so applied 

j shall be held by the Escrow Agent uninvested in cash. The securities listed on 
Schedule B hereto shall constitute the “Initial Government Obligations” to be held by the Escrow 
Agent hereunder.

of the amounts(d)

($.

The Escrow Agent shall use the maturing principal of the Initial Government 
Obligations, together with the interest to be paid thereon, any securities substituted therefor in 
accordance with Section 12 hereof and any cash existing in the Escrow Fund, to pay to the 
Paying Agent the interest on, and the principal or redemption price of, the Refunded Bonds as 
provided in Section 2 hereof.

(e)

The Escrow Agent is hereby directed to establish separate funds designated as the 
“Los Angeles Wastewater System Costs of Issuance Fund, Series 2018-A” (the “2018-A Costs of 
Issuance Fund”) and the “Los Angeles Wastewater System Costs of Issuance Fund, Series 2018- 
B” (the “2018-B Costs of Issuance Fund” and, together with the 2018-A Costs of Issuance Fund, 
the “Costs of Issuance Funds”). On the date of issuance of the Series 2018-A Bonds and the 
2018-B Refunding Bonds, the Escrow Agent shall deposit the sum of $ 
the underwriters of the Series 2018-A Bonds in the 2018-A Costs of Issuance Fund and the sum 

received from the underwriters of the Series 2018-B Refunding Bonds in the

(f)

received from

of $
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2018-B Costs of Issuance Fund, and hold and administer such amounts in accordance with the 
provisions of this Subsection 3(f) to pay Costs of Issuance (as defined in the Twenty-Fourth 
Supplemental Resolution with respect to the Series 2018-A Bonds and the Series 2018-B 
Refunding Bonds) related to the applicable Series of Series 2018 Bonds. The Escrow Agent shall 
invest amounts in the Costs of Issuance Funds upon the written direction of the City. The Escrow 
Agent shall disburse moneys in the Costs of Issuance Funds only upon a requisition, 
substantially in the form set forth in Attachment 2 hereto, signed by an Authorized City 
Representative, setting forth the amounts to be disbursed for payment or reimbursement of Costs 
of Issuance and the name of the person or persons to whom such amounts are due, stating that 
the amounts to be disbursed are for Costs of Issuance properly chargeable to the related Costs of 
Issuance Fund and that such amounts have not been the subject of previous requisition. Upon 
the earlier of (A)
Issuance Funds, or (B) the filing with the Escrow Agent of a certificate stating that all of the 
Costs of Issuance have been paid, as applicable, the Escrow Agent shall withdraw and transfer 
any moneys remaining in the 2018-A Cost of Issuance Fund to the 2018 Construction Fund (as 
defined in the Twenty-Fourth Supplemental Resolution) and any moneys remaining in the 2018- 
B Cost of Issuance Fund to the 2018 Fixed Rate Subordinate Debt Service Fund (as defined in 
the Twenty-Fourth Supplemental Resolution).

The City acknowledges that to the extent regulations of the Comptroller of the 
Currency or other applicable regulatory entity grant the City the right to receive brokerage 
confirmations of security transactions as they occur, the City specifically waives receipt of such 
confirmations to the extent permitted by law. The Escrow Agent will furnish the City cash 
transaction statements on a quarterly basis which shall include detail for all investment 
transactions made by the Escrow Agent hereunder.

, with respect to moneys for Costs of Issuance in the Costs of

(g)

Section 4.
all moneys, the Initial Government Obligations and any securities substituted therefor in 
accordance with the terms of this Escrow Agreement held in the Escrow Fund and any 
reinvestment of amounts held hereunder shall be subject to the irrevocable escrow created by this 
Escrow Agreement until paid out, used and applied in accordance with this Escrow Agreement.

The deposits made pursuant to Sections 3(b) and 3(c) hereof shall constitute an 
irrevocable deposit and pledge for the benefit of the holders of the Refunded Bonds, and the 
moneys and Initial Government Obligations and any securities substituted therefor in accordance 
with the terms of this Escrow Agreement, together with any interest paid thereon and any 
reinvestment thereof, shall be held in escrow, and shall be applied solely by the Escrow Agent in 
accordance with the provisions of this Escrow Agreement. Neither the Initial Government 
Obligations, securities substituted therefor, any reinvestment thereof, nor moneys deposited with 
the Escrow Agent under this Escrow Agreement nor principal or interest payments on any such 
securities shall, except as provided in Sections 3 and 12 hereof, be withdrawn or used for any 
purpose other than, and shall be held in escrow for, the payment of the interest on and principal 
or redemption price of the Refunded Bonds.

Irrevocable Deposit. The escrow created hereby shall be irrevocable, and

Section 5.
moneys described in Section 3 hereof, and acknowledges that with the moneys described in 
sections 3(b) and 3(c) it has purchased and received the securities listed on Schedule B hereto.

Receipt of Funds. The Escrow Agent hereby acknowledges receipt of the

5



Except as specifically provided in Sections 3 and 12 of this Escrow Agreement, the Escrow 
Agent shall have no power or duty to invest or reinvest any moneys held hereunder or to make 
substitutions for the Initial Government Obligations or to sell, transfer or otherwise dispose of 
the Initial Government Obligations except to collect the principal and interest thereon.

Section 6.
for payment on the applicable maturity date or Redemption Date therefor, as soon as is 
practicable after such date on direction of the City, it shall be the duty of the Escrow Agent to 
transfer such moneys or securities held by the Escrow Agent for payment of such Refunded 
Bonds under this Escrow Agreement to the City or as is otherwise directed by the City in writing. 
The City shall then hold said moneys in trust for the respective holders of such Refunded Bonds 
as described below.

Late Presentment of Bonds. If any Refunded Bonds shall not be presented

Prior to such transfer to the City (or as is otherwise directed by the City), such moneys or 
securities shall at all times be held by the Escrow Agent, in escrow, sufficient for the purpose of 
paying when due the interest on and the principal or redemption price of the Refunded Bonds. 
All moneys or securities required by the provisions hereof to be set aside or held in escrow for 
the payment of the Refunded Bonds shall be applied to and used solely for the payment of the 
Refunded Bonds with respect to which such moneys and securities have been so set aside in 
escrow. Upon such transfer to the City, any moneys and securities shall be released from escrow 
and paid to the City and the City shall deposit such amounts into the SCM Fund, and thereafter 
the holders of such Refunded Bonds shall look only to the SCM Fund for payment and the City 
shall be obligated to make such payment, but only to the extent of the original amounts due on 
such Refunded Bonds on the original applicable maturity date or Redemption Date therefor and 
without any interest thereon on or after the stated applicable maturity date or Redemption Date 
and the City shall be obligated to make payment only from Revenues.

Section 7.
payment shall be destroyed in accordance with the General Resolution or the Subordinate 
General Resolution, as applicable.

Section 8.
have to redeem any of the Refunded Bonds prior to the Redemption Date.

Destruction of Paid Bonds. All Refunded Bonds cancelled on account of

Waiver of Rights. The City hereby irrevocably waives any right it may

For acting under this Escrow 
Agreement, the Escrow Agent shall be entitled to payment by the City of, and the City shall pay 
to the Escrow Agent, fees for its services and reimbursement of advances, counsel fees and other 
expenses reasonably and necessarily made or incurred by the Escrow Agent in connection with 
its services under this Escrow Agreement; however, such amounts shall never be payable from or 
become a lien upon the Escrow Fund, which account shall be held solely for the purpose set forth 
in Section 3 of this Escrow Agreement. To the extent permitted by law, the City agrees to 
indemnify and hold the Escrow Agent harmless from and against all claims, suits and actions 
brought against it, or to which it is made a party, and from all costs, expenses (including 
reasonable attorneys’ fees), losses and damages suffered by it as a result thereof including the 
costs and expenses of defending against any such claims, suits or actions, where and to the extent 
such claim, suit or action arises out of the acceptance or performance by the Escrow Agent of its 
duties under this Escrow Agreement, including the enforcement by the Escrow Agent of any

Escrow Agent Fees: Indemnification.Section 9.
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remedies provided hereunder. Such indemnification shall not extend to claims, suits and actions 
brought against the Escrow Agent which result in a judgment being entered, settlement being 
reached or other disposition made based upon the Escrow Agent’s negligence or willful 
misconduct. The indemnification provided for in this Escrow Agreement shall never be payable 
from or become a lien upon the Escrow Fund, which account shall be held solely for the purpose 
set forth in Section 3 of this Escrow Agreement. This right of indemnification shall survive the 
termination of this Escrow Agreement. The Escrow Agent shall assert no lien whatsoever on the 
Escrow Fund, or moneys on deposit in the Escrow Fund, for the payment of fees and expenses 
for services rendered by Escrow Agent under this Escrow Agreement or otherwise.

Section 10. Escrow Agent Privileges; Immunities: Successors.

The Escrow Agent shall not be liable for any loss resulting from any investment 
made pursuant to this Escrow Agreement in compliance with the provisions hereof.

(a)

The Escrow Agent shall not be liable for the accuracy of the calculations as to the 
sufficiency of any moneys in the Escrow Fund to pay the interest on and the principal or 
redemption price of the Refunded Bonds. So long as the Escrow Agent applies the funds held in 
the Escrow Fund as provided herein and complies fully with the terms of this Escrow 
Agreement, the Escrow Agent shall not be liable for any deficiencies in the amounts necessary to 
make such payments caused by such calculations.

(b)

In the event of the Escrow Agent’s failure to account for any of the Escrow Fund 
or moneys received by it, said Escrow Fund or moneys shall, nevertheless, be and remain in 
escrow for the holders of the Refunded Bonds or portions thereof, as herein provided.

The Escrow Agent undertakes to perform only such duties as are expressly and 
specifically set forth in this Escrow Agreement and no implied duties or obligations shall be read 
into this Escrow Agreement against the Escrow Agent.

The Escrow Agent may conclusively rely, as to the truth of the statements and the 
correctness of the opinions expressed herein, and shall be protected and indemnified, in acting, 
or refraining from acting, upon any written notice, instruction, request, certificate, document, 
report or opinion furnished to the Escrow Agent and reasonably believed by the Escrow Agent to 
have been signed or presented by the proper party, and it need not investigate any fact or matter 
stated in such notice, instruction, request, certificate, document, report or opinion.

The Escrow Agent shall not have any liability hereunder except to the extent of its 
own negligence or willful misconduct. In no event shall the Escrow Agent, be liable for any 
special, indirect or consequential damages, even if parties know of the possibility of such 
damages. The Escrow Agent shall have no duty or responsibility under this Escrow Agreement 
in the case of any default in the performance of covenants or agreements contained in the 
General Resolution or the Subordinate General Resolution, or in the case of the receipt of any 
written demand with respect to such default. The Escrow Agent is not required to resolve 
conflicting demands to money or property in its possession under this Escrow Agreement.

(c)

(d)

(e)

(f)
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The Escrow Agent may consult with counsel of its own choice (which may be 
counsel to the City) and the opinion of such counsel shall be full and complete authorization to 
take or suffer in good faith any action in accordance with such opinion of counsel.

The Escrow Agent shall not be responsible for any of the recitals or 
representations contained herein, in the Subordinate General Resolution, the Twenty-Fourth 
Supplemental Resolution, the Twenty-Fifth Supplemental Resolution or in the Series 2018 
Refunding Bonds.

(g)

(h)

The Escrow Agent shall not be liable for any action or omission of the City under 
the Escrow Agreement, the Subordinate General Resolution, the Twenty-Fourth Supplemental 
Resolution, the Twenty-Fifth Supplemental Resolution or otherwise.

Whenever in the administration of the provisions of the Escrow Agreement, the 
Escrow Agent 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, in the absence of negligence or willful misconduct on the 
part of the Escrow Agent, be deemed to be conclusively proved and established by a certificate 
of the City (signed by any City representative authorized pursuant to the Twenty-Fourth 
Supplemental Resolution or the Twenty-Fifth Supplemental Resolution pursuant to which the 
Series 2018 Refunding Bonds are issued), and such Certificate of the City shall, in the absence of 
negligence or willful misconduct on the part of the Escrow Agent, be full warrant to the Escrow 
Agent for any action taken or suffered by it under the provisions of this Escrow Agreement upon 
the faith thereof.

(0

0)

The Escrow Agent may at any time resign by giving written notice to the City of 
such resignation prior to the proposed resignation date, whereupon the City shall promptly use its 
best efforts to appoint a successor escrow agent by the resignation date. Resignation of the 
Escrow Agent will be effective only upon the appointment, acceptance and qualification of a 
successor escrow agent. If the City does not appoint a successor escrow agent within 60 days 
after notice of resignation by the Escrow Agent, the resigning escrow agent may petition any 
court of competent jurisdiction for the appointment of a successor escrow agent at the expense of 
the City, which court may thereupon, after such notice, if any, as it may deem proper and 
prescribe and as may be required by law, appoint a successor escrow agent. After receiving a 
notice of resignation of an escrow agent, the City may appoint a temporary escrow agent to 
replace the resigning escrow agent until the City appoints a successor escrow agent. Any such 
temporary escrow agent so appointed by the City shall immediately and without further act be 
superseded by the successor escrow agent so appointed.

If a successor escrow agent is appointed, all agreements and obligations described herein 
with respect to the Escrow Agent, as the escrow agent, shall apply to such successor escrow 
agent Every successor escrow agent appointed hereunder shall execute, acknowledge and 
deliver to its predecessor and the City an instrument in writing accepting such appointment 
hereunder and thereupon such successor escrow agent, without any further act, deed or 
conveyance, shall become fully vested with all the rights, immunities, powers, duties and 
obligations of its predecessor, but such predecessor shall, nevertheless, on the written request of 
such successor escrow agent or the City, execute and deliver an instrument transferring to such

(k)
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successor escrow agent all the estates, properties, rights, powers of such predecessor hereunder, 
and every predecessor escrow agent shall deliver all investments and moneys held by it to its 
successor. Should any transfer, assignment or instrument in writing from the City be required by 
any successor escrow agent for more fully and certainly vesting in such successor escrow agent 
the estates, rights, powers and duties hereby vested or intended to be vested in the predecessor 
escrow agent, any such transfer, assignment and instruments in writing shall, on request, be 
executed, acknowledged and delivered by the City.

Any corporation or association into which the Escrow Agent, or any successor to it and 
the escrow created by this Escrow Agreement, may be merged or converted or with which it or 
any successor to it may be consolidated (or any corporation or association resulting from any 
merger, conversion, consolidation or tax-free reorganization to which the Escrow Agent or any 
other bank then serving as escrow agent, or any successor to it, shall be a party), shall be the 
successor escrow agent under this Escrow Agreement, shall hold the Escrow Fund in accordance 
with the terms hereof and shall be vested with all of the powers, rights, obligations, duties, 
immunities and privileges hereunder as was its predecessor without the execution or filing of any 
paper or any other act on the part of the parties hereto, anything herein to the contrary 
notwithstanding.

The Escrow Agent will provide the City with annual statements of the Escrow(1)
Fund maintained hereunder.

Termination. This Escrow Agreement shall terminate on the later of
(i) when the Refunded Bonds have been fully paid and discharged in accordance with the 
provisions hereof and of the Subordinate General Resolution, as applicable, and (ii) when the 
Escrow Agent closes the Escrow Fund and the Costs of Issuance Funds pursuant to the terms 
hereof. Any moneys or securities held in the Escrow Fund at termination and not required for the 
payment of the interest on and principal or redemption price of any of the Refunded Bonds shall, 
after payments of any outstanding fees or expenses of the Escrow Agent, be paid or transferred 
to the City.

Section 11.

Section 12. Investment of Funds in the Escrow Fund.

Except as otherwise provided in Section 3(e), Section 3(f) and Section 4 hereof, 
amounts held in the Escrow Fund under this Escrow Agreement may be invested only in non- 
callable and non-prepayable (i) direct obligations of, (or obligations the principal of and interest 
on which are unconditionally guaranteed by) the United States and (ii) securities or receipts 
evidencing ownership interests in obligations or specified portions (such as principal or interest) 
of obligations described in (i). Those obligations described in the preceding sentence are herein 
referred to as “Government Obligations” (as such term is defined in the Subordinate General 
Resolution).

(a)

At the written direction of the City, the Escrow Agent shall redeem, transfer or 
exchange the Initial Government Obligations or any Government Obligations which are then 
held as an investment of the Escrow Fund and reinvest the proceeds thereof, together with the 
other moneys held in the Escrow Fund in Government Obligations, and may release to the City

(b)
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the excess amount then resulting in the Escrow Fund, provided that the City delivers to the 
Escrow Agent the following:

(i) an opinion of an independent certified public accountant to the effect that, 
after such reinvestment the principal amount of Government Obligations, together with 
the interest thereon and other available moneys held in the Escrow Fund, will be 
sufficient without reinvestment to pay interest on the Refunded Bonds and to pay or 
redeem the Refunded Bonds as provided in Sections 2 and 3 hereof; and

an unqualified opinion of nationally recognized municipal bond counsel to 
the effect that (a) such investment will not cause either the Refunded Bonds, other bonds 
issued under the Subordinate General Resolution, or the Series 2018 Refunding Bonds to 
be “arbitrage bonds” within the meaning of Section 148 of the Internal Revenue Code of 
1986 (the “Code”), and the regulations thereunder in effect on the date of such 
investment, or otherwise cause the interest on any of such bonds to be included in the 
gross income of the recipients thereof for federal income tax purposes, and (b) such 
reinvestment complies with the Constitution and laws of the State of California and with 
all relevant documents relating to the issuance of the Refunded Bonds.

If, at any time, the Initial Government Obligations (as defined in Subsection 3(c) 
hereof) or other Government Obligations then held as an investment of the Escrow Fund mature 
or payments are made thereon to the Escrow Agent or the Escrow Agent otherwise holds or 
receives cash in advance of the time same cash is needed to make payment on the Refunded 
Bonds, such amounts shall be held uninvested unless the Escrow Agent has received written 
instructions from the City directing the investment of such amounts and all of the following 
requirements have been met:

(ii)

(c)

such moneys shall be invested only in Government Obligations which 
mature not later than the date on which the funds invested therein will be needed to make 
payments on the Refunded Bonds;

(ii) such moneys shall be invested only in Government Obligations which 
mature in an amount, together with interest thereon, not less than the full amount paid by 
Escrow Agent to acquire such investments;

(iii) prior to any such reinvestment, the Escrow Agent shall receive from the 
City or the City’s financial advisor a certificate to the effect that the investments to be 
acquired by the Escrow Agent meet the requirements of Subsections 12(c)(i) and 
12(c)(ii) above; and

(iv) if the yield on such reinvestment is greater than 0.00% or the reinvestment 
is being made pursuant to an agreement providing for the purchase of Government 
Obligations at a future time or times, then prior to any such reinvestment, the City shall 
deliver to the Escrow Agent an unqualified opinion of nationally recognized municipal 
bond counsel to the effect that (i) such reinvestment will not cause either the Refunded 
Bonds, other bonds issued under the Subordinate General Resolution or the Series 2018 
Refunding Bonds to be “arbitrage bonds” within the meaning of Section 148 of the Code,

(i)
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and the regulations thereunder in effect on the date of such investment, or otherwise 
cause the interest on any of such bonds to be included in the gross income of the 
recipients thereof for federal income tax purposes; provided that, if such investment is 
made pursuant to the terms of an agreement between the Escrow Agent and a supplier of 
securities which agreement is entered into by the Escrow Agent at the written direction of 
the City and provides for investments to be provided at a future time or times, then the 
requirement set forth in this Subsection 12(c)(iv) shall be met if the opinion described 
herein is provided prior to the time the agreement is entered into and relates to all 
investments made in accordance with the terms of such agreement.

In addition to the requirements and restrictions set forth above in Subsection 
12(c), if the Refunded Bonds then carry a rating assigned by Moody’s Investors Service 
(“Moody’s”) and/or Standard & Poor’s Ratings Service (“Standard & Poor’s”) and/or Fitch 
Ratings, Inc. (“Fitch”) on the basis of the security provided by the Escrow Fund, then the City 
shall not direct the Escrow Agent to enter into an agreement providing for the purchase of 
securities at a future time or times as an investment of the Escrow Fund unless prior to the time 
the Escrow Agent enters into such agreement, the City has been notified by the rating agency or 
agencies then maintaining such rating or ratings that entering into the agreement will not cause 
the rating or ratings then assigned to the Refunded Bonds to be reduced or withdrawn.

(d)

Tax Covenant of the City. The City covenants that it will not take or omitSection 13.
to take any action, which action or omission to act would cause the Refunded Bonds, any other 
bonds issued under the Subordinate General Resolution or the Series 2018 Refunding Bonds to 
be arbitrage bonds within the meaning of Section 148 of the Code, and the regulations 
thereunder, or take or omit to take any action which would cause the interest on any such bonds 
to be included in the gross income of the recipients thereof for federal income tax purposes.

Section 14. Compensation Acknowledgement. The Escrow Agent hereby 
acknowledges that under the terms of this agreement with the City, all fees that are or will 
become due to the Escrow Agent for services performed under this Escrow Agreement have been 
provided for and that provision has been made to the satisfaction of the Escrow Agent between 
the City and the Escrow Agent for all necessary and proper compensation and expenses of 
Escrow Agent with respect to such Refunded Bonds within the meaning of Article VIII of the 
Subordinate General Resolution so long as the Refunded Bonds remain in book-entry only form. 
Amounts to be paid to the Escrow Agent for compensation and expenses of the Escrow Agent 
shall never be payable from or become a lien upon the Escrow Fund, which account shall be held 
solely for the purpose set forth in Section 3 of this Escrow Agreement.

Section 15.
Capitalized terms used herein and not otherwise defined shall have the meanings given to them 
in the Subordinate General Resolution.

Incorporation of Definitions in the Subordinate General Resolution.

Section 16.
benefit of the City and the owners of the Refunded Bonds and it shall not be repealed, revoked, 
altered or amended without the written consent of all such owners, the Escrow Agent and the 
City; provided, however, that the City and the Escrow Agent may, without the consent of, or 
notice to, such owners, amend this Escrow Agreement or enter into such agreements

Amendments or Supplements. This Escrow Agreement is made for the
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supplemental to this Escrow Agreement as shall not adversely affect the rights of such owners 
and as shall not be inconsistent with the terms and provisions of this Escrow Agreement or the 
Subordinate General Resolution; provided, that the following shall be a condition to the 
execution and delivery of any such amendment or supplement: there shall be delivered to the 
City an opinion of nationally recognized municipal bond counsel to the effect that such 
amendment or supplement (a) will not cause either the Refunded Bonds, other bonds issued 
under the Subordinate General Resolution or the Series 2018 Refunding Bonds to be “arbitrage 
bonds” within the meaning of Section 148 of the Code and the regulations thereunder in effect on 
the date of such amendment or supplement or otherwise cause the interest on any such bonds to 
be included in the gross income of the recipients thereof for federal income tax purposes and
(b) complies with the terms of this Escrow Agreement.

Section 17.
performed by any of the parties to this Escrow Agreement shall be determined by a court of 
competent jurisdiction to be unenforceable, such covenant or agreement shall be deemed and 
construed to be severable from the remaining covenants and agreements contained herein and 
shall in no way affect the validity of the remaining provisions of this Escrow Agreement.

Section 18.
by and construed in accordance with the laws of the State of California. This Escrow Agreement 
may be executed in counterparts, each if which shall be deemed an original and all of which, 
taken together, shall be deemed to be one and the same document.

Severability. If any one or more of the covenants or agreements to be

Governing Law; Counterparts. This Escrow Agreement shall be governed

[Remainder of Page Intentionally Left Blank.]
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IN WITNESS WHEREOF, the parties have each caused this Escrow Agreement to be 
• executed by their duly authorized representatives as of the date first written above.

CITY OF LOS ANGELES

By:
Assistant City Administrative Officer

Attest:

HOLLY WOLCOTT, City Clerk

By:
Deputy City Clerk

Approved as to form:

MICHAEL N. FEUER, City Attorney

By:
Assistant/Deputy City Attorney

U.S. BANK NATIONAL ASSOCIATION, 
as Escrow Agent

By:
Authorized Officer

S-l



SCHEDULE A

DESCRIPTION OF THE REFUNDED BONDS AND 
ESCROW REQUIREMENTS
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ATTACHMENT 1-1

FORM OF NOTICE OF DEFEASANCE

CITY OF LOS ANGELES
WASTEWATER SYSTEM SUBORDINATE REVENUE BONDS,

SERIES 2012-D

The City of Los Angeles, California (the “City”) hereby gives notice to the owners of the 
City’s outstanding Wastewater System Subordinate Revenue Bonds, Variable Rate Refunding 
Series 2012-D (the “Series 2012-D Bonds”) that on [Closing Date] there was deposited with U.S. 
Bank National Association, as escrow agent, cash and non-callable Government Obligations 
paying interest and principal in an amount which shall be sufficient, together with the amounts 
held as cash, to pay the redemption price of all of the Series 2012-D Bonds equal to 100% of the 
principal amount thereof plus accrued interest, if any, to the [Redemption Date] (the 
“Redemption Date”), without premium, plus all fees and other amounts required to be paid in 
connection with such redemption (collectively, the “Redemption Price”).

Refunded Bonds

Outstanding
Principal
Amount

Interest
Rate

Maturity 
(June 11 CUS1P

$280,860,000 Variable 544653BT42032

As a result of such deposit, the Refunded Bonds are deemed to be no longer Outstanding 
under the terms of the Subordinate General Resolution pursuant to which such Refunded Bonds 
were issued.

CITY OF LOS ANGELES

Notice given by mailing this day of .,2018.

Attachment 1-1, Page 1



ATTACHMENT 1-2

FORM OF NOTICE OF REDEMPTION

CITY OF LOS ANGELES
WASTEWATER SYSTEM SUBORDINATE REVENUE BONDS,

SERIES 2012-D

The City of Los Angeles, California (the “City”) hereby gives notice to the owners of the 
City’s outstanding Wastewater System Subordinate Revenue Bonds, Variable Rate Refunding 
Series 2012-D (the “Series 2012-D Bonds”) that all of the Series 2012-D Bonds will be 
redeemed on [Redemption Date] (the “Redemption Date”) at the redemption price equal to 100% 
of the principal amount thereof plus accrued interest, if any, to the Redemption Date, without 
premium, plus all fees and other amounts required to be paid in connection with such redemption 
(collectively, the “Redemption Price”). On the Redemption Date, the Refunded Bonds will cease 
to bear interest.

REFUNDED BONDS

Outstanding
Principal
Amount

Maturity 
(June It

Interest
Rate CUSIP

Variable2032 $280,860,000 544653BT4

On the Redemption Date, there shall become due and payable with respect to each of the 
Series 2012-D Bonds the Redemption Price thereof; provided that the proposed redemption is 
conditioned on there being on deposit in the applicable fund or account on the Redemption Date 
sufficient money to pay the full Redemption Price of the Bonds. From and after the Redemption 
Date, subject to the satisfaction of the foregoing condition, interest on the Series 2012-D Bonds 
shall cease to accrue and be payable.

To receive payment of the redemption price, bonds described above must be presented by 
Mail or by Hand: U.S. Bank National Association, as Paying Agent, c/o U.S. Bank Global 
Corporate Trust Services, 111 Fillmore Ave. E, St. Paul, MN 55107; and the redemption price 
will be paid at such location. Upon receipt, if any, of such bonds the Escrow Agent will forward 
the bonds to the City for cancellation.

IMPORTANT NOTICE
Federal law requires the Paying Agent to withhold taxes at the applicable rate from the payment 
if an IRS Form W-9 or applicable IRS Form W-8 is not provided. Please visit www.irs.gov for 
additional information on the tax forms and instructions.

* The undersigned shall not be held responsible for the selection or use of the CUSIP numbers in 
this Notice of Redemption, nor is any representation made as to its correctness. It is included 
solely for the convenience of the Holders.

CITY OF LOS ANGELES

Attachment 1-2, Page 2
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Notice given by mailing this 

cc: Paying Agent

day of ,2018.

Attachment 2-2, Page 3



ATTACHMENT 2

[FORM OF WRITTEN REQUISITION] 
REQUISITION FOR COSTS OF ISSUANCE

$[2018-A Principal Amount]
CITY OF LOS ANGELES 

Wastewater System Subordinate Revenue Bonds, 
Series 2018-A 
(Green Bonds)

$[2018-B Principal Amount]
CITY OF LOS ANGELES 

Wastewater System Subordinate Revenue Bonds, 
Refunding Series 2018-B

No.:
Costs of Issuance Fund:2018-A/2018-B Costs of Issuance Fund

The undersigned Authorized City Representative hereby states and certifies that:

U.S. Bank National Association, as escrow agent (“Escrow Agent”) under that 
certain Escrow Agreement, dated as of [As of Date] (the “Escrow Agreement”), by and between 
the City of Los Angeles (the “City”) and the Escrow Agent, is hereby requested to pay the 
payees from the above-referenced Costs of Issuance Fund established under the Escrow 
Agreement or to the City for payment by the City to the person, firm or corporation designated 
below as “Payee” the sum set forth opposite such designation, in payment or reimbursement of a 
portion of the Costs of Issuance, for the purposes identified in Schedule I attached hereto.

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

(i)

(ii)

(iii) no amounts as set forth in this Requisition will be included in any other 
Requisition; and

(iv) the amounts remaining in the Costs of Issuance Fund will, after payment of the 
amounts set forth above, be sufficient to pay till remaining Costs of Issuance as currently 
estimated.

CITY OF LOS ANGELES

By:
Authorized City Representative

, 20.Date:

Attachment 2, Page 1



THE COUNCIL OF THE CITY OF LOS ANGELES

TWENTY-FIFTH SUPPLEMENTAL RESOLUTION 
Adopted by the Council of the City on 

October__, 2018
and

SUPPLEMENTING THE .
WASTEWATER SYSTEM SUBORDINATE REVENUE BONDS GENERAL RESOLUTION

Which Was
Adopted by the Council of the City on 

March 26, 1991

AND AUTHORIZING AND APPROVING THE ISSUANCE OF 
WASTEWATER SYSTEM SUBORDINATE REVENUE BONDS VARIABLE RATE 

REFUNDING, SERIES 2018 IN ONE OR MORE SERIES, THE NEGOTIATED SALE OF 
SUCH BONDS, THE EXECUTION AND DELIVERY OF DOCUMENTS RELATED

THERETO AND RELATED ACTIONS
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TWENTY-FIFTH SUPPLEMENTAL RESOLUTION

Providing for

City of Los Angeles
Wastewater System Subordinate Revenue Bonds Variable Rate Refunding

Series 2018

WHEREAS, the City Council (the “Council”) of the City of Los Angeles (the “City”) on 
November 10, 1987 adopted a resolution designated as the “Wastewater System Revenue Bonds 
General Resolution,” as supplemented by supplemental resolutions thereto (collectively, the 
“General Resolution”), which sets forth the basic terms under which the City may issue 
wastewater system revenue bonds and which provides for a pledge of Revenues (as defined in 
the General Resolution) to secure all Bonds (defined below) issued thereunder; and

WHEREAS, the General Resolution provides that each Series of Bonds issued thereunder 
shall be authorized by, and the terms thereof set forth in, a Supplemental Resolution; and

WHEREAS, the Council, by resolution adopted on February 24, 1987, submitted to the 
qualified voters of the City the proposition of issuing bonds pursuant to the procedures set forth 
in the Revenue Bond Law of 1941, §54300 et seq. of the California Government Code (the 
“Revenue Bond Law”) for the purpose of financing a portion of a major wastewater system 
improvement program; and

WHEREAS, at three elections, the voters voting on the respective propositions 
authorized a total of $3,500,000,000 in bonds for the purpose of financing a portion of a major 
wastewater system improvement program; and

WHEREAS, on June 8, 1999, the City adopted a new Charter of the City (the “Charter”), 
which Charter became operative on and as of July 1, 2000; and

WHEREAS, pursuant to Article 6.7 of Chapter 1 of Division 11 of the Administrative 
Code of the City, the Council, exercising the powers reserved to the City under the Constitution 
of the State of California, and its powers under Section 361 of the Charter, may determine that 
revenue bonds, notes and other indebtedness or obligations (as defined in said Article 6.7 and as 
used for purposes of this preamble, “Bonds”) be issued as provided in said Article 6.7 for the 
purpose of financing project costs, refunding outstanding Bonds, establishing reserves and 
paying costs of issuance in connection with such Bonds, payable from the SCM Fund (as defined 
in the General Resolution), and said Article 6.7 shall provide a complete alternative method of 
issuing such Bonds without a vote of qualified voters in the City; and

WHEREAS, the City has, under the General Resolution and individual supplemental 
resolutions thereto, issued wastewater system revenue bonds, all of which are Senior Lien Bonds 
(to the extent Outstanding) and are collectively referred to herein as the “Prior Senior Bonds,” 
$1,022,140,000 of which are Outstanding as of the date hereof; and

WHEREAS, the Council on March 26, 1991 adopted a resolution designated as the 
“Wastewater System Subordinate Revenue Bonds General Resolution,” as supplemented by



supplemental resolutions thereto (collectively, the “Subordinate General Resolution”), which sets 
forth the basic terms under which the City may issue wastewater system subordinate revenue 
bonds and which provides for a pledge of Revenues to secure all Subordinate Bonds (as defined 
in the Subordinate General Resolution) issued thereunder on a basis subordinate to the Senior 
Lien Bonds issued under the General Resolution; and

WHEREAS, the City has, under the Subordinate General Resolution and individual 
supplemental resolutions thereto, authorized the issuance of $400,000,000 maximum authorized 
amount of its Wastewater System Commercial Paper Revenue Notes (the “Commercial Paper 
Notes”), and wastewater system subordinate revenue bonds, $1,623,970,000 of which are 
outstanding as of the date hereof, all of which are Subordinate Bonds (to the extent Outstanding) 
and shall be collectively referred to herein as the “Prior Subordinate Bonds;” and

WHEREAS, the Subordinate General Resolution provides that additional Subordinate 
Bonds may be issued in one or more Series, and the City has determined that it is now 
appropriate to authorize the issuance of one or more Series of Subordinate Bonds, designated as 
Wastewater System Subordinate Revenue Bonds Variable Rate Refunding Series 2018, with 
such additional Series and subseries designations, including “Refunding Bonds” and “Taxable,” 
as shall be deemed necessary or appropriate as provided herein (the “Series 2018 Variable Rate 
Subordinate Bonds”), through the adoption of this Twenty-Fifth Supplemental Resolution (the 
“Twenty-Fifth Supplemental Resolution”) for the purpose of (i) refunding all or a portion of the 
outstanding Prior Subordinate Bonds (the “Refunded Subordinate Bonds”), (ii) paying a portion 
of a termination fee in connection with the termination of swap agreements entered into in 
connection with the Prior Subordinate Bonds, and (iii) paying the costs of issuance in connection 
with the issuance of any Series of Series 2018 Variable Rate Subordinate Bonds; and

WHEREAS, Series 2018 Variable Rate Subordinate Bonds shall be issued pursuant to 
and in accordance with the procedures set forth in the Charter, Article 6.7 of Chapter 1 of 
Division 11 of the Administrative Code of the City (hereinafter, the “Procedural Ordinance”), 
and, with respect to the Refunding Bonds, Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 
of TitleS (Section 53570 etseq. and Section 53580 etseqrespectively) of the California 
Government Code (the “Refunding Law”) and the provisions of the Subordinate General 
Resolution, including this Twenty-Fifth Supplemental Resolution; and

WHEREAS, the Series 2018 Variable Rate Subordinate Bonds may be issued in one or 
more Series, in such amounts and with such payment terms and details as the City 
Administrative Officer, upon the advice of the City’s municipal advisors shall determine to be in 
the City’s best interests and which are otherwise consistent with the provisions and parameters of 
the Subordinate General Resolution and this Twenty-Fifth Supplemental Resolution; and

WHEREAS, any refunding to be accomplished with the proceeds from the sale of any 
Series of Series 2018 Variable Rate Subordinate Bonds issued pursuant to this Twenty-Fifth 
Supplemental Resolution will result in either (A) (1) a minimum present value savings equal to 
at least 90% of the maximum call option value of the Refunded Senior Bonds or Refunded 
Subordinate Bonds being refunded or (2) a minimum average net present value savings of 3%, 
expressed as a percentage of the principal amount of the Refunded Senior Bonds or Refunded 
Subordinate Bonds being refunded, or (B) a desirable restructuring of debt or benefits to the
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manageability and convenience of the bond financing and refunding program for the System, as 
determined by the City Administrative Officer, upon the advice of the City’s municipal advisors, 
at or before the time of issuance (the “Refunding Policy”); and

WHEREAS, the aggregate principal amount of Series 2018 Variable Rate Subordinate 
Bonds issued pursuant to this Twenty-Fifth Supplemental Resolution for the purpose of 
refunding Prior Subordinate Bonds shall not be limited in principal amount if such refunding 
satisfies the Refunding Policy; and

WHEREAS, Sections 5450 et seq. of the California Government Code (the “Government 
Code”) provide statutory authority for pledging collateral for the payment of principal or 
redemption price of, and interest on bonds, and the Government Code creates a continuing 
perfected security interest which shall attach immediately to such collateral irrespective of 
whether the parties to the pledge documents have notice of the pledge and without the need for 
any physical delivery, recordation, filing, or further act, and the City hereby warrants and 
represents that pursuant to the Subordinate General Resolution and this Twenty-Fifth 
Supplemental Resolution, the Owners of the Series 2018 Variable Rate Subordinate Bonds have 
a second priority perfected security interest in Revenues that serve as the collateral for the Series 
2018 Variable Rate Subordinate Bonds pursuant to the Government Code; and

WHEREAS, the City has determined, based upon the existing market conditions and 
upon the advice of its municipal advisors and the City Attorney, that it is in the best financial 
interests of the City to sell the Series 2018 Variable Rate Subordinate Bonds through a 
negotiated underwriting process, provided that, if market conditions should change, nothing 
herein shall preclude the City from selling the Series 2018 Variable Rate Subordinate Bonds on a 
competitive basis, and has further determined that it is not practicable or compatible with the 
City’s best interests to select the other professionals for the Series 2018 Variable Rate 
Subordinate Bonds by sealed competitive bids, and the Council desires to make relevant findings 
in this regard in order to comply with recent judicial interpretations of such requirements; and

WHEREAS, pursuant to Section 5922 of the California Government Code, the City is 
also authorized to enter into credit enhancement and liquidity arrangements upon such terms and 
conditions as the City Council shall determine; and

WHEREAS, the City will receive an opinion of Bond Counsel in accordance with 
Section 11.02 of the Subordinate General Resolution; and

WHEREAS, it is desirable that the Council provide for the issuance, securing and sale of 
the Series 2018 Variable Rate Subordinate Bonds; and

WHEREAS, the Twenty-Fifth Supplemental Resolution is adopted in accordance with 
the provisions of the Subordinate General Resolution;

NOW, THEREFORE, BE IT RESOLVED by the Council of the City, as follows:
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ARTICLE I

DEFINITIONS; INTERPRETATION

Section 1.01. Definitions. Unless otherwise specifically provided in this Section, 
capitalized terms used in this Twenty-Fifth Supplemental Resolution shall have the meanings 
ascribed to them in the General Resolution or the Subordinate General Resolution. The following 
definitions shall apply to terms used in this Supplemental Resolution unless the context clearly 
requires otherwise:

“Authorized City Representative” means the Mayor, the City Clerk, the City Controller, 
the City Administrative Officer or a duly authorized designee of any of the foregoing, or any one 
or more of them and. in addition to the foregoing, for the purpose of directing the investment of 
money under the Subordinate General Resolution only, the Treasurer or any Assistant Treasurer.

“Authorized Denominations” shall have the meaning set forth for such term in the Paying 
Agent Agreement.

“Beneficial Owner” means, whenever used with respect to a Series 2018 Variable Rate 
Subordinate Bond, the person in whose name such Bond is recorded as the beneficial owner by a 
Participant on the records of such Participant or such person’s subrogee.

“Bond Purchase Agreement” means each agreement between the City and the respective 
Underwriters identified therein providing for the purchase by such Underwriters for reoffering of 
one or more Series of the Series 2018 Variable Rate Subordinate Bonds.

“Book-Entry Bonds” means the Series 2018 Variable Rate Subordinate Bonds held by 
DTC (or its nominee) as the registered owner thereof pursuant to the terms and provisions of 
Section 3.06 hereof.

“Cede & Co.” means Cede & Co., the nominee of DTC, and any successor nominee of 
DTC with respect to the Series 2018 Variable Rate Subordinate Bonds.

“Charter” means the Charter of the City of Los Angeles.

“City Administrative Officer” means the City Administrative Officer of the City, any 
Assistant City Administrative Officer of the City or any duly authorized designee thereof.

“Commercial Paper Notes” means the City’s Wastewater System Commercial Paper 
Revenue Notes which the City has issued and will issue from time to time on a parity with the 
other Subordinate Bonds, as authorized as of the date hereof under the Subordinate General 
Resolution, as supplemented.

means each Continuing Disclosure Certificate 
executed by the City and dated the date of issuance and delivery of any Series of Series 2018 
Variable Rate Subordinate Bonds, as originally executed and as it may be amended from time to 
time in accordance with the terms thereof.

Continuing Disclosure Certificate'
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“Costs of Issuance” means all costs and expenses incurred by the City in connection with 
the issuance of any Series of Series 2018 Variable Rate Subordinate Bonds and the refunding of 
the Refunded Subordinate Bonds, including, but not limited to, costs and expenses of printing 
and copying documents and the Series 2018 Variable Rate Subordinate Bonds, any fees incurred 
in connection with agreements described in Section 8.04 hereof, and the fees, costs and expenses 
of rating agencies, counsel, accountants, verification specialists, underwriters, municipal 
advisors, the escrow agent, insurance consultants and other consultants and agents.

“Costs of Issuance Account” means the account by such name created pursuant to the 
Paying Agent Agreement.

“Credit Agreement” means any agreement, including without limitation a reimbursement 
agreement, and related fee letter agreement entered into between the City and a Credit Provider 
in connection with the delivery of a Credit Facility, and any and all modifications, amendments, 
supplements thereto and restatements thereof.

“Credit Facility” means an instrument or instruments such as an irrevocable letter of 
credit, a standby purchase agreement, a guaranty, an insurance policy, a surety bond or a 
committed line of credit issued by one or more financial institutions, including any amendments 
or extensions to existing instrument or instruments supporting the liquidity of any outstanding 
Series 2018 Variable Rate Subordinate Bonds and/or the payment of principal, interest and 
redemption price of outstanding Series 2018 Variable Rate Subordinate Bonds, which are 
Variable Rate Indebtedness (as defined in the Subordinate General Resolution), and any and all 
modifications, amendments, supplements thereto and restatements thereof.

“Credit Providers” means, initially, The Toronto-Dominion Bank, New York Branch or 
any successor respectively thereto, and any provider of a Credit Facility subsequent to the initial 
Credit Facility.

“DTC” means The Depository Trust Company, a limited purpose trust company 
organized under the laws of the State of New York, and its successors and assigns.

“Escrow Agent” means a financial institution meeting the City’s capitalization 
requirements appointed pursuant to Section 8.01 hereof to serve as escrow agent under an 
Escrow Agreement.

“Escrow Agreement” means an agreement between the City and an Escrow Agent, and 
related to the deposit, investment and use of a portion of the proceeds of any one or more Series 
of Series 2018 Variable Rate Subordinate Bonds and the earnings thereon to pay principal of, 
and premium and interest on any Refunded Obligations and to pay the Costs of Issuance of such 
Series of Series 2018 Variable Rate Subordinate Bonds.

“Fitch” means Fitch Ratings, Inc. and its successors and assigns, or, if such corporation 
shall be dissolved or liquidated or shall no longer perform the functions of a securities rating 
agency, any other nationally recognized securities rating agency designated by the City.

“General Resolution
“Wastewater System Revenue Bonds General Resolution” adopted by the Council on

Senior Lien Resolution” means the resolution entitledor
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November 10, 1987 and setting forth the terms under which wastewater system Senior Lien 
Bonds may be issued and secured, as amended and supplemented from time to time in 
accordance with the terms thereof.

“Letter of Credit Account” means the Letter of Credit Account within the Debt Service 
Fund established pursuant to Section 6.01 hereof.

“Opinion of Bond Counsel” means an Opinion of Counsel by Bond Counsel.

“Opinion of Counsel” means a written opinion of counsel who is acceptable to the City. 
The counsel may be an employee of or counsel to the City.

“Other Obligations” shall have the meaning ascribed thereto in Section 2.01.

“Paying Agent” means, initially, U.S. Bank, National Association, or any successor 
thereto appointed in accordance with the terms of the Paying Agent Agreement.

“Paying Agent Agreement” means such trust agreement, paying agent agreement or such 
other instrument or instruments executed and delivered in connection with the issuance of the 
Series 2018 Variable Rate Subordinate Bonds by and between the City and the Paying Agent.

“Prior Senior Bonds” means, collectively, all Senior Lien Bonds issued by the City 
pursuant to the General Resolution prior to this Supplemental Resolution.

“Prior Subordinate Bonds” means, collectively, all Subordinate Bonds, including the 
Commercial Paper Notes, issued by the City pursuant to the Subordinate General Resolution 
prior to this Supplemental Resolution.

Record Date” has the meaning set forth in the Paying Agent Agreement.

“Refunded Subordinate Bonds” means all or any of the Prior Subordinate Bonds which 
are to be refunded by the Series 2018 Variable Rate Subordinate Bonds.

“Reimbursement Obligations” shall have the meaning ascribed thereto in Section 2.01.

“Remarketing Agents” means the remarketing agents appointed by the City pursuant to 
Section 8.01 and any successors thereto appointed pursuant to Section 8.03.

“Remarketing Agreements” means such remarketing agreements or such other instrument 
or instruments executed and delivered in connection with the Series 2018 Variable Rate 
Subordinate Bonds which set forth the terms and conditions relating to the remarketing of such 
Series 2018 Variable Rate Subordinate Bonds.

“Representation Letter” means the Blanket Letter of Representations from the City to 
DTC which Representation Letter applies to the Series 2018 Variable Rate Subordinate Bonds.

“Rule 15c2-12” means Rule 15c2-12 promulgated by the U.S. Securities and Exchange 
Commission under the Securities Exchange Act of 1934, as amended.
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“SCM Fund” means, collectively, the Sewer Construction and Maintenance Fund, the 
Sewer Operation and Maintenance Fund and the Sewer Capital Fund previously created by the 
City and more particularly described in Section 5.03 of the Senior Lien Resolution.

“Series” means any Series of Series 2018 Variable Rate Subordinate Bonds.

“Series 2018 Variable Rate Subordinate Bonds” means the City of Los Angeles 
Wastewater System Subordinate Revenue Bonds Variable Rate Refunding, Series 2018 of each 
Series authorized to be issued pursuant to this Twenty-Fifth Supplemental Resolution.

“Service Charges Agreements” means, collectively, those Supplemental Service Charges 
Agreements or similar agreements entered into by the City and other political entities which 
agreements are supplemental to the basic and general contracts or agreements between the City 
and such entities relating to the use of the System and which supplemental agreements relate to 
the System and provide for the payment of Supplemental Service Charges or other payments in 
recognition of the City’s increased expenses as a result of providing System improvements 
and/or expansions which benefit the contracting political entities.

“S&P” means Standard & Poor’s Corporation and its successors and assigns, or, if such 
corporation shall be dissolved or liquidated or shall no longer perform the functions of a 
securities rating agency, any other nationally recognized securities rating agency designated by 
the City.

“Subordinate General Resolution” means the resolution entitled “Wastewater System 
Subordinate Revenue Bonds General Resolution” adopted by the Council on March 26, 1991 and 
setting forth the terms under which wastewater system Subordinate Bonds may be issued and 
secured, as amended and supplemented from time to time in accordance with the terms thereof.

“Tax Certificate” means the Tax Certificate relating to federal tax matters to be executed 
on behalf of the City at the time of issuance of any one or more Series of Series 2018 Variable 
Rate Subordinate Bonds, as amended from time to time.

“Underwriters” means the respective underwriters identified in a Bond Purchase 
Agreement with the City with respect to any one or more Series of the Series 2018 Variable Rate 
Subordinate Bonds.

Section 1.02. Incorporation of Definitions in the Subordinate General Resolution. 
Except as otherwise provided in Section 1.01 hereof, all words, terms and phrases defined in the 
Subordinate General Resolution shall have the same meanings in this Twenty-Fifth Supplemental 
Resolution as in the Subordinate General Resolution. Except as otherwise provided in any 
Supplemental Resolution hereafter adopted, all terms which are defined in this Twenty-Fifth 
Supplemental Resolution, unless the context otherwise requires, shall have the same meanings in 
such Supplemental Resolution as in this Twenty-Fifth Supplemental Resolution.

Section 1.03. Article and Section References. Except as otherwise indicated, references 
to Articles and Sections are to Articles and Sections of this Twenty-Fifth Supplemental 
Resolution.
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Section 1.04. Treatment of Payments Received Under Service Charges Agreements. 
The City anticipates that, from time to time, it may enter into one or more Service Charges 
Agreements and it is hereby specifically provided that, for purposes of the definition of 
“Revenues” as set forth in the General Resolution, it shall be determined and such term shall be 
interpreted such that, amounts paid to the City under the Service Charges Agreements are and 
shall be designated as service charges and included as Revenues and are not designated for capital 
costs.

ARTICLE II

SECURITY AND AUTHORIZATION

Section 2.01. Subordinate General Resolution; Special Obligations. The Series 2018 
Variable Rate Subordinate Bonds authorized by this Twenty-Fifth Supplemental Resolution are 
Subordinate Bonds issued under the terms of the Subordinate General Resolution and secured by 
and entitled to the security and the rights granted by the Subordinate General Resolution. The 
Series 2018 Variable Rate Subordinate Bonds shall be issued subordinate to the Prior Senior 
Bonds and any other Senior Lien Bonds issued hereafter and shall be issued on a parity with the 
Commercial Paper Notes, the Prior Subordinate Bonds and any other Subordinate Bonds issued 
hereafter.

The Series 2018 Variable Rate Subordinate Bonds shall be and are special, limited 
obligations of the City, and the City shall be obligated to pay the principal of, premium, if any, 
and interest on the Series 2018 Variable Rate Subordinate Bonds solely from the Revenues and 
from amounts in the SCM Fund and the Debt Service Fund, as well as amounts payable by any 
Credit Provider under any Credit Facility, as further provided herein. The General Fund of the 
City is not liable for the payment of the principal of, interest on or premium, if any, on the Series 
2018 Variable Rate Subordinate Bonds. Neither the full faith and credit nor the taxing power of 
the City is pledged to pay the Series 2018 Variable Rate Subordinate Bonds. The pledge, 
assignment and lien on the Revenues granted pursuant to the Senior Lien Resolution to secure 
the Senior Lien Bonds shall, in all respects, be prior to the pledge, assignment and lien on the 
Revenues granted by the Subordinate General Resolution and this Twenty-Fifth Supplemental 
Resolution. The principal of and interest on the Series 2018 Variable Rate Subordinate Bonds 
and any premiums upon the redemption of any thereof are not a debt of the City nor a legal or 
equitable pledge, charge, lien or encumbrance upon any of its property or upon any of its 
income, receipts or revenues except the Revenues and amounts in the SCM Fund and the Debt 
Service Fund, and amounts payable by any Credit Provider under any Credit Facility with 
respect to such Series 2018 Subordinated Bonds.

The obligations of the City to reimburse each Credit Provider for draws under each Credit 
Facility and to repay any advances made by such Credit Provider under a Credit Agreement 
arising from such draws, including accrued interest thereon (the “Reimbursement Obligations”) 
shall be a funding requirement under Section 5.03 of the Subordinate General Resolution and all 
such Reimbursement Obligations shall be secured on a parity with the obligations to pay debt 
service on the Series 2018 Variable Rate Subordinate Bonds in accordance with Section 5.03 of 
the Subordinate General Resolution. The Reimbursement Obligations are junior and subordinate

8



to the Senior Lien Bonds issued under Article III of the General Resolution as to the lien on and 
source and security for payment from the Revenues.

The obligations of the City to make any payments due by the City under each Credit 
Agreement other than Reimbursement Obligations (collectively, the “Other Obligations”) shall 
be and are special, limited obligations of the City and shall be subordinated obligations pursuant 
to Section 6.06 of the Subordinate General Resolution payable solely from Revenues on a basis 
junior and subordinate to the Subordinate Bonds as to the lien on and source and security for 
payment from the Revenues. To secure the payment of all Other Obligations, the City hereby 
pledges and places a third lien upon the Revenues as defined in the Subordinate General 
Resolution and the Revenues held in the SCM Fund, including the earnings on such Revenues, 
subject to the provisions of the General Resolution, the Subordinate General Resolution and this 
Twenty-Fifth Supplemental Resolution permitting the application thereof for the purposes and on 
the terms and conditions set forth therein and subject to the prior pledge and, assignment and lien 
thereon granted by the General Resolution to secure the Senior Lien Bonds and the prior 
subordinate pledge and assignment thereof and lien thereon granted by the Subordinate General 
Resolution to secure the Subordinate Bonds. Nothing in this Twenty-Fifth Supplemental 
Resolution shall be deemed to limit the ability of the City to create additional liens on and 
pledges of the Revenues on a parity with the pledge of and lien on such Revenues granted hereby 
to secure the Other Obligations, provided that the terms and conditions of the General 
Resolution, the Subordinate General Resolution and this Twenty-Fifth Supplemental Resolution 
are met.

Such Other Obligations shall be paid as and when due from the SCM Fund subject to and 
in accordance with Section 5.03 and Section 6.06 of the Subordinate General Resolution. The 
City shall create and maintain or cause the Paying Agent to create and maintain funds and 
accounts for the purpose of making payments on Other Obligations and other payments; 
provided the Revenues may be used to fund such funds and accounts only if the conditions for 
the use of excess amounts in the SCM Fund are met as provided in Section 5.03 of the 
Subordinate General Resolution. Subject to the foregoing, Revenues shall be deposited in and 
used and withdrawn from such funds and accounts as set forth in this Twenty-Fifth Supplemental 
Resolution and the respective Credit Agreements, with respect to such payments on Other 
Obligations.

Section 2.02. Authorization. The Series 2018 Variable Rate Subordinate Bonds are 
hereby declared to be issued under the terms of the Charter, the Procedural Ordinance and the 
Refunding Law and secured as provided for in the Charter, the Procedural Ordinance and the 
Subordinate General Resolution; and provided, that the security provided for the Series 2018 
Variable Rate Subordinate Bonds is also granted subordinate to the prior and senior lien to secure 
Senior Lien Bonds issued under the Senior Lien Resolution, and, and, except to the extent secured 
by amounts payable by any Credit Provider under any Credit Facility, on a parity with the lien 
granted to secure other Subordinate Bonds, including Commercial Paper Notes, issued under the 
Subordinate General Resolution, and provided that liens on the Revenues which are subordinate 
to the liens securing the Subordinate Bonds may be granted. The Series 2018 Variable Rate 
Subordinate Bonds may recite that they are issued pursuant to the Charter, the Procedural 
Ordinance and the Refunding Law. It is hereby declared that the proceeds of the Series 2018 
Variable Rate Subordinate Bonds issued as refunding bonds may be held in part and for such time
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as the City may deem advisable in trust for the protection of the owners of the Refunded 
Subordinate Bonds.

ARTICLE III

DESCRIPTION OF THE SERIES 2018 VARIABLE RATE SUBORDINATE BONDS

Designation of the Series 2018 Variable Rate Subordinate Bonds;Section 3.01.
Principal Amounts. The Series 2018 Variable Rate Subordinate Bonds are hereby authorized to 
be issued in one or more Series (and any subseries thereof) under the Subordinate General 
Resolution and this Twenty-Fifth Supplemental Resolution. The aggregate principal amount of 
Series 2018 Variable Rate Subordinate Bonds issued pursuant to this Twenty-Fifth Supplemental 
Resolution for the purpose of refunding Prior Senior Bonds and/or Prior Subordinate Bonds shall 
not be limited except as provided in the preambles hereto and Section 3.03 hereof. The Series 
2018 Variable Rate Subordinate Bonds shall be issued in such principal amounts and shall be 
designated as the “City of Los Angeles Wastewater System Subordinate Revenue Bonds Variable 
Rate Refunding, Series 2018,” with such additional Series and subseries designations (if any), 
including “Refunding Bonds” and “Taxable Bonds,” as determined by the City. References herein 
to a Series of Series 2018 Variable Rate Subordinate Bonds shall be equally applicable to a 
subseries thereof.

Section 3.02. Series 2018 Variable Rate Subordinate Bonds Under the Subordinate 
General Resolution; Security. The Series 2018 Variable Rate Subordinate Bonds are issued 
under, secured by and subject to the terms of the Subordinate General Resolution and are secured 
by the Revenues in accordance with the terms of the Subordinate General Resolution. The Series 
2018 Variable Rate Subordinate Bonds are special obligations of the City payable only from the 
Revenues, the SCM Fund and the Debt Service Fund, and not from the general fund of the City, 
and the City is not obligated to pay the Series 2018 Variable Rate Subordinate Bonds from any 
other source.

Terms of the Series 2018 Variable Rate Subordinate Bonds; Signature.Section 3.03.
The Series 2018 Variable Rate Subordinate Bonds shall be issued in Authorized Denominations, 
and shall be issuable only as fully registered bonds. The Series 2018 Variable Rate Subordinate 
Bonds shall be signed by the Mayor or the City Administrative Officer, and shall be authenticated 
by any Authorized City Representative. Any such signature may be by facsimile, except that on 
one of each Series 2018 Variable Rate Subordinate Bond there shall be at least one manual

The Series 2018 Variable Rate Subordinate Bonds shall be numbered as anysignature.
Authorized City Representative shall determine. The Series 2018 Variable Rate Subordinate 
Bonds shall be authenticated in accordance with the Paying Agent Agreement.

The Series 2018 Variable Rate Subordinate Bonds of each Series shall be dated the date 
of their issuance. The Series 2018 Variable Rate Subordinate Bonds shall mature on the dates 
and in the amounts and bear and pay interest as determined pursuant to the Paying Agent 
Agreement; provided that the final maturity of the Series 2018 Variable Rate Subordinate Bonds 
will not be later than 40 years from the date of issuance of such Series. If interest on the Series 
2018 Variable Rate Subordinate Bonds shall be in default, Bonds issued in exchange for Bonds
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surrendered for transfer or exchange shall bear interest from the Interest Payment Date to which 
interest has been paid in full on the Bonds surrendered.

Payment of principal of the Series 2018 Variable Rate Subordinate Bonds shall be made 
upon surrender of such Series 2018 Variable Rate Subordinate Bonds to the City Administrative 
Officer, provided that, with respect to the Series 2018 Variable Rate Subordinate Bonds which 
are Book-Entry Bonds, the Paying Agent may make other arrangements for the payment of 
principal as provided in the Representation Letter. Payment of interest on Series 2018 Variable 
Rate Subordinate Bonds which are not Book-Entry Bonds shall be paid by check of the City or a 
Paying Agent, if a Paying Agent has been appointed, mailed by first-class mail, postage prepaid, 
to the registered owners at their addresses as they appear on the registration books maintained for 
the Series 2018 Variable Rate Subordinate Bonds. The payment of interest on Book-Entry Bonds 
shall be made as provided in Section 3.06 hereof. With respect to all Series 2018 Variable Rate 
Subordinate Bonds, interest shall be paid to the person who was, on the Record Date, the 
registered owner thereof. The Series 2018 Variable Rate Subordinate Bonds shall be 
substantially in the form set forth in Section 3.07 hereof. Principal, interest and premium, if any, 
will be paid in money of the United States that at the time of payment is legal tender for payment 
of public and private debts.

Interest on overdue principal of a Series 2018 Variable Rate Subordinate Bond and, to the 
extent lawful, on overdue interest on a Series 2018 Variable Rate Subordinate Bond will be 
payable as provided in the Paying Agent Agreement.

Any refunding to be accomplished with the proceeds from the sale of any Series of Series 
2018 Variable Rate Subordinate Bonds issued pursuant to this Twenty-Fifth Supplemental 
Resolution will comply with the Refunding Policy.

Section 3.04. Exchange and Transfer of Series 2018 Variable Rate Subordinate Bonds. 
Series 2018 Variable Rate Subordinate Bonds which are delivered to the Paying Agent for 
exchange may be exchanged for an equal total unpaid principal amount of Series 2018 Variable 
Rate Subordinate Bonds of the same Scries and maturity but of different Authorized 
Denominations. Series 2018 Variable Rate Subordinate Bonds presented to the Paying Agent 
shall be transferred upon the registration books in accordance with the procedures determined by 
the Paying Agent and as provided in Section 3.06 of the Subordinate General Resolution.

The Paying Agent will not, however, be required to transfer or exchange any such Series 
2018 Variable Rate Subordinate Bond during the period beginning 15 days before the mailing of 
notice calling any such Series 2018 Variable Rate Subordinate Bond for redemption and ending 
on the date notice of redemption is mailed nor to transfer or exchange any Series 2018 Variable 
Rate Subordinate Bond which has been selected for redemption.

Section 3.05. Book-Entry Bonds.

Except as provided in subparagraph (c) of this Section 3.05, the registered owner 
of all of the Series 2018 Variable Rate Subordinate Bonds shall be DTC and the Series 2018 
Variable Rate Subordinate Bonds shall be registered in the name of Cede & Co., as nominee for 
DTC. Payment of principal or interest for any Series 2018 Variable Rate Subordinate Bond

(a)
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registered in the name of Cede & Co. shall be made on the payment date by wire transfer of New 
York clearing house or equivalent next day funds or by wire transfer of same day funds to the 
account of Cede & Co. Such payments shall be made to Cede & Co. at the address which is, on 
the regular Record Date or special record date, as the case may be, shown for Cede & Co. in the 
registration books of the City.

The Series 2018 Variable Rate Subordinate Bonds shall be initially issued in the 
form of a separate single authenticated fully registered Series 2018 Variable Rate Subordinate 
Bond for each separate stated maturity of the Series 2018 Variable Rate Subordinate Bonds. 
Upon initial issuance, the ownership of all Series 2018 Variable Rate Subordinate Bonds shall be 
registered on the registration books of the City in the name of Cede & Co., as nominee of DTC. 
The City may treat DTC (or its nominee) as the sole and exclusive owner of the Series 2018 
Variable Rate Subordinate Bonds registered in its name for the purposes of payment of the 
principal or redemption price of or interest on the Series 2018 Variable Rate Subordinate Bonds, 
respectively, selecting the Series 2018 Variable Rate Subordinate Bonds or portions thereof to be 
redeemed, giving any notice permitted or required to be given to Bondholders under the 
Subordinate General Resolution or this Twenty-Fifth Supplemental Resolution, registering the 
transfer of Series 2018 Variable Rate Subordinate Bonds, as the case may be, obtaining any 
consent or other action to be taken by Bondholders and for all other purposes whatsoever, and 
the City shall not be affected by any notice to the contrary. The City shall not have any 
responsibility or obligation to any Participant, any person claiming a beneficial ownership 
interest in the Series 2018 Variable Rate Subordinate Bonds under or through DTC or any 
Participant, or any other person which is not shown on the registration books as being a 
Bondholder, with respect to the accuracy of any records maintained by DTC or any Participant; 
the payment to DTC or any Participant of any amount in respect of the principal of, redemption 
price of or interest on the Series 2018 Variable Rate Subordinate Bonds; any notice which is 
permitted or required to be given to Bondholders under the General Resolution or this Twenty- 
Fifth Supplemental Resolution; the selection by DTC or any Participant of any person to receive 
payment in the event of a partial redemption of the Series 2018 Variable Rate Subordinate 
Bonds; or any consent given or other action taken by DTC as Bondholder. The City shall pay all 
principal of and premium, if any, and interest on the Series 2018 Variable Rate Subordinate 
Bonds only to or “upon the order of’ DTC (as that term is used in the Uniform Commercial Code 
as adopted in the State of California), and all such payments shall be valid and effective to fully 
satisfy and discharge the City’s obligations, with respect to the principal of and premium, if any, 
and interest on the Series 2018 Variable Rate Subordinate Bonds, respectively, to the extent of 
the sum or sums so paid. No person other than DTC shall receive an authenticated Series 2018 
Variable Rate Subordinate Bond evidencing the obligation of the City to make payments of 
principal of and premium, if any, and interest pursuant to the Subordinate General Resolution or 
this Twenty-Fifth Supplemental Resolution. Upon delivery by DTC to the City of written notice 
to the effect that DTC has determined to substitute a new nominee in place of Cede & Co., and 
subject to the provisions herein with respect to Record Dates, the word “Cede & Co.” in this 
Twenty-Fifth Supplemental Resolution shall refer to such new nominee of DTC.

(b)

If the City determines that it is in the best interest of the Beneficial Owners that 
they be able to obtain Bond certificates and that such certificates should, therefore, be made 
available, and notifies DTC of such determination, then DTC will notify the Participants of the 
availability through DTC of Bond certificates. In such event the Paying Agent shall authenticate

(c)
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and shall transfer and exchange Bond certificates as requested by DTC and any other 
Bondholders in appropriate amounts. DTC may determine to discontinue providing its services 
with respect to the Series 2018 Variable Rate Subordinate Bonds at any time by giving written 
notice to the City and discharging its responsibilities with respect thereto under applicable law. 
Under such circumstances (if there is no successor securities depository), the City shall be 
obligated to deliver Bond certificates as described in this Twenty-Fifth Supplemental Resolution. 
If Bond certificates are issued, the provisions of the General Resolution and this Twenty-Fifth 
Supplemental Resolution shall apply to, among other things, the transfer and exchange of such 
certificates and the method of payment of principal of and interest on such certificates. 
Whenever DTC requests the City to do so, the City will cooperate with DTC in taking 
appropriate action after reasonable notice (a) to make available one or more separate certificates 
evidencing the Series 2018 Variable Rate Subordinate Bonds to any DTC Participant having 
Series 2018 Variable Rate Subordinate Bonds credited to its DTC account or (b) to arrange for 
another securities depository to maintain custody of certificates evidencing the Series 2018 
Variable Rate Subordinate Bonds.

Notwithstanding any other provision of the Subordinate General Resolution or 
this Twenty-Fifth Supplemental Resolution to the contrary, so long as any Series 2018 Variable 
Rate Subordinate Bond is registered in the name of Cede & Co., as nominee of DTC, all 
payments with respect to the principal of and premium, if any, and interest on such Series 2018 
Variable Rate Subordinate Bond and all notices with respect to such Series 2018 Variable Rate 
Subordinate Bond shall be made and given, respectively, to DTC as provided in the 
Representation Letter.

(d)

In connection with any notice or other communication to be provided to 
Bondholders pursuant to the Subordinate General Resolution and this Twenty-Fifth 
Supplemental Resolution by the City with respect to any consent or other action to be taken by 
Bondholders, the City shall establish a record date for such consent or other action and give DTC 
notice of such record date not less than 15 calendar days in advance of such record date to the 
extent possible. Notice to DTC shall be given only when DTC is the sole Bondholder.

Section 3.06. Form of Series 2018 Variable Rate Subordinate Bonds. The Series 2018 
Variable Rate Subordinate Bonds of each Series (and any subseries thereof) shall be substantially 
in the form set forth in the Paying Agent Agreement.

(e)

Section 3.07. Incorporation by Reference. The provisions of the Paying Agent 
Agreement pertaining to the terms and conditions of the Series 2018 Variable Rate Subordinate 
Bonds are hereby incorporated by reference into this Twenty-Fifth Supplemental Resolution with 
the same force and effect as if set forth herein.

ARTICLE IV

REDEMPTION; TENDER FOR PURCHASE

Section 4.01. Redemption. The Series 2018 Variable Rate Subordinate Bonds shall be 
subject to redemption prior to maturity in the amounts, at the redemption prices, on the dates and 
subject to the terms set forth in the Paying Agent Agreement.
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Tender for Purchase. The Series 2018 Variable Rate Subordinate BondsSection 4.02.
shall be subject to optional or mandatory tender for purchase as set forth in the Paying Agent 
Agreement.

ARTICLE V

APPLICATION OF PROCEEDS

Application of Proceeds. The proceeds of the sale of any Series of Series 
2018 Variable Rate Subordinate Bonds (and any subseries thereof) received by the City shall be 
applied by the City for the following purposes as directed by the City in connection with such 
Series:

Section 5.01.

the amount needed to pay Costs of Issuance associated with the issuance of such 
Series of Series 2018 Variable Rate Subordinate Bonds shall be transferred to the Paying Agent 
for deposit into the Cost of Issuance Account established under the Paying Agent Agreement to 
be disbursed to pay the Costs of Issuance;

(a)

the amount needed to refund the Refunded Subordinate Bonds shall be transferred 
to the Escrow Agent and held under the terms of the Escrow Agreement and used to pay the 
Refunded Subordinate Bonds; and

(b)

the amount needed to pay a portion of the termination payment to the providers of 
the swaps entered into in connection with the Prior Subordinate Bonds shall be paid to the such 
entities.

(c)

Any amounts may be held temporarily by the Escrow Agent for the purposes set forth in 
the Subordinate General Resolution.

Notwithstanding the foregoing provisions of this Article V, the amount to be transferred 
to the Paying Agent and the Escrow Agent may be paid directly by the Underwriters to such 
entities and, in such event, shall be deemed to have been received by the City and transferred to 
such entities.

ARTICLE VI

FUNDS

Section 6.01. Debt Service Fund. The City will, by ordinance create one or more 
separate funds for the Series 2018 Variable Rate Subordinate Bonds, with such further 
designations identifying the Series (which may be one or more Series of the Series 2018 Bonds) 
to which such fund shall relate, or as otherwise designated by the City, all as the City deems 
appropriate, within the City Treasury for each Series of Series 2018 Variable Rate Subordinate 
Bonds, designated as the “Wastewater System Subordinate Revenue Bonds Variable Rate 
Refunding Debt Service Fund, Series 2018- [insert Series/subseries designation]” (collectively, 
the “2018 Variable Rate Subordinate Debt Service Fund”), or otherwise designated by the City, 
which shall each be a Debt Service Fund as provided in the Subordinate General Resolution for 
the respective Series of Series 2018 Variable Rate Subordinate Bonds. Amounts in the 2018
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Variable Rate Subordinate Debt Service Fund shall be transferred to the Paying Agent to pay 
principal of, and interest and any premium on, the Series 2018 Variable Rate Subordinate Bonds 
as the same become due and payable and held under the terms of the Paying Agent Agreement in 
one or more “Wastewater System Subordinate Revenue Bonds Variable Rate Refunding Debt 
Service Fund, Series 2018- [insert Series/subseries designation]” (collectively, the “Debt Service 
Fund”), which funds and any accounts and/or subaccounts thereunder are hereby authorized to be 
created by the Paying Agent under the Paying Agent Agreement, with such further designations 
identifying the Series (which may be one or more Series of the Series 2018 Bonds) to which such 
fund shall relate, or as otherwise designated by the City, all as the City or the Paying Agent deems 
appropriate. The City shall on or before each date provided in the Paying Agent Agreement 
and/or the Credit Agreement for payment by the City of amounts due or to become due on such 
Series 2018 Variable Rate Subordinate Bonds, including to reimburse amounts paid by the Credit 
Providers on the Series 2018 Subordinated Bonds, pay to the Paying Agent from amounts in the 
2018 Variable Rate Subordinate Debt Service Fund held by the City an amount sufficient 
(together with any amounts on deposit in the Debt Service Fund held under the Paying Agent 
Agreement) to pay the amounts determined by the Paying Agent to be then payable by the City 
under the Paying Agent Agreement and/or the Credit Agreement with respect to the Series 2018 
Variable Rate Subordinate Bonds, including to reimburse amounts paid by the Credit Providers 
on the Series 2018 Subordinated Bonds.

Costs of Issuance Fund. There is hereby authorized to be created under 
the Paying Agent Agreement a Costs of Issuance Fund for the Series 2018 Variable Rate 
Subordinate Bonds. Amounts in the Costs of Issuance Fund shall be used to pay Costs of Issuance 
of the related Series of Series 2018 Variable Rate Subordinate Bonds. Any amounts remaining in 
the Costs of Issuance Account after payment of all Costs of Issuance shall be transferred to the 
2018 Variable Rate Subordinate Debt Service Fund.

Section 6.02.

Section 6.03. Letter of Credit Account. There is hereby authorized to be created within 
the Debt Service Fund held by the Paying Agent under the Paying Agent Agreement a Letter of 
Credit Account with respect to each series of Series 2018 Variable Rate Subordinate Bonds. The 
City shall, as long as any of the Credit Facilities are direct pay letters of credit, cause the Paying 
Agent to draw upon any Credit Facility that is a direct pay letter of credit, at such times in and 
such amounts as are required to make payment of the principal (including sinking fund payments) 
and interest on each series of Series 2018 Variable Rate Subordinate Bonds, and to pay the 
purchase price of any such bond to the extent remarketing proceeds are insufficient for such 
purpose, on a timely basis. The proceeds of any such drawing shall be held exclusively for the 
benefit of the Series of Series 2018 Variable Rate Subordinate Bonds with respect to which such 
Credit Facility was established.

ARTICLE VII

TAX COVENANTS

Section 7.01. Rebate Funds. With respect to Series 2018 Variable Rate Subordinate 
Bonds issued as bonds, the interest on which is exempt from federal income taxation (the “Tax- 
Exemption Series 2018 Variable Rate Subordinate Bonds”) the City hereby agrees that it will 
deliver and abide by the Tax Certificate for Tax-Exempt Series 2018 Variable Rate Subordinate
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Bonds and that it will by ordinance create one or more separate funds for the Tax-Exempt Series 
2018 Variable Rate Subordinate Bonds designated as a “Wastewater System Subordinate 
Revenue Bonds Variable Rate Refunding Rebate Fund” (collectively, the “2018 Variable Rate 
Subordinate Rebate Fund”), which fund or funds will be held by the City and will be funded, if so 
required, under the Tax Certificate of any Series, and amounts in such 2018 Variable Rate 
Subordinate Rebate Fund shall be held and disbursed in accordance with the ordinance creating 
such funds and with the applicable Tax Certificate. Any fund created pursuant to this Section 7.01 
may be combined with another rebate fund or funds of the City, as the City deems appropriate.

Section 7.02. Tax Compliance.

The City shall comply with those covenants and agreements set forth in the Tax 
Certificate of any Series and the City Administrative Officer is authorized and directed to 
execute such Tax Certificate.

(a)

The City shall not use or permit the use of any proceeds of Tax-Exempt Series 
2018 Variable Rate Subordinate Bonds or any other funds of the City held under this Twenty- 
Fifth Supplemental Resolution or the Subordinate General Resolution, or in the General 
Wastewater System Construction Fund, directly or indirectly, to acquire any securities or 
obligations, and shall not use or permit the use of any amounts received by the City, and shall not 
take or permit to be taken any other action or actions, which would cause any Tax-Exempt Series 
2018 Variable Rate Subordinate Bond to be “federally guaranteed” within the meaning of 
Section 149(b) of the Code or an “arbitrage bond” within the meaning of Section 148 of the 
Code and applicable regulations promulgated from time to time thereunder.

(b)

Additional Actions. The City shall at all times do and perform all acts andSection 7.03.
things permitted by law, the Subordinate General Resolution and this Twenty-Fifth Supplemental 
Resolution which are necessary or desirable in order to assure that interest paid on the tax-exempt 
Series 2018 Variable Rate Subordinate Bonds (or any of them) will be excluded from gross 
income of the recipient thereof for federal income tax purposes and shall take no action that 
would result in such interest being included in gross income for federal income tax purposes.

ARTICLE VIII

AGENTS

Section 8.01. Appointment of Escrow Agent, Remarketing Agent. Paving Agent. Tender 
Agent, Authenticating Agent and Other Agents. The City Administrative Officer is authorized to 
appoint one or more banks, trust companies or financial institutions meeting the City’s 
capitalization requirements as agent for the purpose of serving as Escrow Agent for the purpose of 
accepting, holding, investing and applying funds to be used to refund the Refunded Subordinate 
Bonds, as Remarketing Agent for any one or more Series of the Series 2018 Variable Rate 
Subordinate Bonds and as Paying Agent and Tender Agent for any one or more Series of Series 
2018 Variable Rate Subordinate Bonds. The City may from time to time appoint a bank, trust 
company or other financial institution to serve as Paying Agent, Registrar or Authenticating 
Agent in place of or in addition to the City with respect to any Series of Series 2018 Variable Rate
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Subordinate Bonds. The City hereby appoints the City Clerk as Authenticating Agent for the 
Series 2018 Variable Rate Subordinate Bonds.

Section 8.02. Resignation: Removal. Any entity at any time serving as Remarketing 
Agent, Paying Agent and Tender Agent, Paying Agent, Authenticating Agent, Registrar and/or 
other agent may resign any one or more of such positions in accordance with the terms of its 
agreement with the City and may be removed by the City in accordance with the terms of such 
agreement. The Escrow Agent may resign or be removed as provided in the Escrow Agreement.

Section 8.03. Replacement. If the Remarketing Agent, Paying Agent and Tender Agent, 
Paying Agent, Authenticating Agent, Registrar or other agent resigns or is removed, the City may 
appoint a new Remarketing Agent, Paying Agent and Tender Agent, Paying Agent, 
Authenticating Agent, Registrar or other agent in accordance with the terms of the respective 
agreements with the City. In addition, the City may undertake the functions of Paying Agent, 
Authenticating Agent and/or Registrar. A successor Escrow Agent can be appointed by the City 
only as provided in the Escrow Agreement.

Section 8.04. Appointment of Good Faith Deposit Custodian. The City hereby appoints 
U.S. Bank National Association as custodian (the “Custodian1”) of the good faith deposit to be 
received upon the sale of the Series 2018 Variable Rate Subordinate Bonds and hereby directs the 
Custodian to establish an account in the name of the City for such purpose and to deposit and 
disburse amounts from such account pursuant to the agreement entered with the Custodian or 
otherwise at the written direction of the City Administrative Officer or his designee.

ARTICLE IX

APPROVALS AND AUTHORIZATIONS

Section 9.01. Findings Related to Negotiated Sale of the Series 2018 Variable Rate 
Subordinate Bonds. Pursuant to Section 371(e)(10) of the Charter, the Council hereby finds that, 
due to current market conditions, the use of sealed competitive bidding to sell the Series 2018 
Variable Rate Subordinate Bonds would be undesirable and impractical and it is in the best 
financial interests of the City to sell the Series 2018 Variable Rate Subordinate Bonds through a 
negotiated sale with the Underwriters.

Section 9.02. Approval of Escrow Agreement. The City Administrative Officer is 
hereby authorized to execute and enter into an Escrow Agreement with an Escrow Agent in form 
and substance acceptable to Bond Counsel and the City Attorney with respect to any one or more 
Series of Series 2018 Variable Rate Subordinate Bonds and the Refunded Subordinate Bonds, 
with such changes as such City Administrative Officer, upon the advice of counsel, deems 
necessary and appropriate. The signature of the City Administrative Officer shall be sufficient to 
bind the City and cause the Escrow Agreement to be a valid and binding obligation of the City.

Section 9.03. Approval of Bond Purchase Agreement. Remarketing Agreement, the 
Paving Agent Agreement and Credit Agreement. Each Bond Purchase Agreement, the 
Remarketing Agreement, the Paying Agent Agreement and the Credit Agreement in substantially 
the forms before this Council are hereby approved. The City Administrative Officer is hereby
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authorized to execute and enter into each Bond Purchase Agreement with one or more of the 
Underwriters with respect to any one or more Series of Series 2018 Variable Rate Subordinate 
Bonds, in substantially the form presented to this Council, with such changes as the City 
Administrative Officer, upon the advice of counsel, deems necessary and appropriate. The City 
Administrative Officer is hereby authorized to execute and enter into each Remarketing 
Agreement with one or more of the Remarketing Agents with respect to any one or more Series of 
Series 2018 Variable Rate Subordinate Bonds, with such changes as said City Administrative 
Officer, upon the advice of counsel, deems necessary and appropriate. The City Administrative 
Officer is hereby authorized to execute and enter into the Paying Agent Agreement with the 
Paying Agent Agents with respect to any one or more Series of Series 2018 Variable Rate 
Subordinate Bonds, with such changes as said City Administrative Officer, upon the advice of 
counsel, deems necessary and appropriate. The City Administrative Officer is hereby authorized 
to execute and enter into each Credit Agreement with one or more of the financial institutions 
with respect to any one or more Series of Series 2018 Variable Rate Subordinate Bonds, with 
such changes as said City Administrative Officer, upon the advice of counsel, deems necessary 
and appropriate. The signature of any City Administrative Officer shall be sufficient to bind the 
City and cause each Bond Purchase Agreement, the Remarketing Agreement and the Credit 
Agreement to be a valid and binding obligation of the City. The Underwriters’ discount under 
each Bond Purchase Agreement shall not exceed 0.2% of the aggregate principal amount of the 
Series of Series 2018 Variable Rate Subordinate Bonds purchased thereunder.

Section 9.04. Official Statement. The form of the preliminary Official Statement 
relating to the Series 2018 Variable Rate Subordinate Bonds (the “Preliminary Official 
Statement”) submitted to this Council with such changes as may be approved by the City 
Administrative Officer is hereby approved for use in connection with the public offering of the 
Series 2018 Variable Rate Subordinate Bonds. Upon approval of such additions and changes, 
whether material or otherwise, by the City Administrative Officer, the Preliminary Official 
Statement shall be deemed final as of its date, as evidenced by a certificate to such effect, except 
for the omission of certain information as provided in and pursuant to Rule 15c2-12. The City 
Administrative Officer, for and on behalf of the City, is hereby authorized to execute a final 
official statement for one or more Series of Series 2018 Variable Rate Subordinate Bonds (the 
“Official Statement”), with such additions and changes therein, whether material or otherwise, as 
he or she may require or approve, such approval to be conclusively evidenced by execution and 
delivery thereof. The distribution of the Official Statement in connection with the public offering 
of each Series of Series 2018 Variable Rate Subordinate Bonds is hereby approved.

Section 9.05. Execution of Documents: Additional Actions. The City Administrative 
Officer is hereby authorized to purchase or subscribe from time to time for the government 
obligations to be deposited in escrow in connection with the refundings contemplated by this 
Twenty-Fifth Supplemental Resolution, to authorize the Escrow Agent to so subscribe, to execute 
any documents necessary to procure municipal bond insurance upon such terms as the City 
Administrative Officer determines (if the City Administrative Officer, upon the advice of the 
City’s municipal advisor, determines that such municipal bond insurance is cost effective) and to 
execute such certificates (including the Tax Certificate), agreements, forms and other closing 
documents, including those relating to the tax-exempt status of the Series 2018 Variable Rate 
Subordinate Bonds and those relating to the securities depository, and such other instruments or 
documents as are necessary or appropriate to consummate the transactions contemplated by this
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Twenty-Fifth Supplemental Resolution and to carry out the intent hereof. The City Administrative 
Officer is authorized and directed to do any and all things and to take any and all further actions 
to carry out the intent hereof. The City Administrative Officer is hereby authorized without 
further action of this Council, to enter into any amendment to the Paying Agent Agreement which 
changes any interest rate mode authorized thereunder or enter into any amendment to the Payment 
Agent Agreement and execute and deliver any additional instrument or document to add one or 
more interest rate modes with respect to the Series 2018 Variable Rate Subordinate Bonds.

ARTICLE X

MISCELLANEOUS

Section 10.01. Notices.

Any notice, request, direction, designation, consent, acknowledgment, 
certification, appointment, waiver or other communication required or permitted by this Twenty- 
Fifth Supplemental Resolution or the Series 2018 Variable Rate Subordinate Bonds shall be in 
writing except as expressly provided otherwise in this Twenty-Fifth Supplemental Resolution or 
the Series 2018 Variable Rate Subordinate Bonds.

(a)

Any notice or other communication, otherwise specified, shall be sufficiently 
given and deemed given when delivered by hand or by Mail or by such other means as is 
specifically provided therefor, and addressed as provided in the Subordinate General Resolution.

Any addressee may designate additional or different addresses for purposes of this

(b)

(c)
Section.

(d) If any of S&P and/or Fitch shall have provided a credit rating for any of the Series 
2018 Variable Rate Subordinate Bonds at the request of the City, the City shall give written 
notice to each of S&P and/or Fitch then providing a credit rating on any of the Series 2018 
Variable Rate Subordinate Bonds if at any time (i) payment of principal and interest on the 
Series 2018 Variable Rate Subordinate Bonds is accelerated pursuant to the provisions of 
Section 9.02(a) of the General Resolution or (ii) there is any amendment to the General 
Resolution or this Twenty-Fifth Supplemental Resolution. Notice, in the case of an event 
referred to in clause (ii) hereof, shall include a copy of any such amendment. Notices sent to 
S&P shall be addressed to Standard & Poor’s, 55 Water Street, New York, New York 10041 and 
notices sent to Fitch shall be addressed to Fitch at Fitch, Inc., One State Street Plaza, New York, 
New York 10004, or to such other address as S&P or Fitch, respectively, shall supply to the City.

Section 10.02. Limitation of Rights. Nothing expressed or implied in this Twenty-Fifth 
Supplemental Resolution or the Series 2018 Variable Rate Subordinate Bonds shall give any 
person other than the City, and the Bondholders any right, remedy or claim under or with respect 
to this Twenty-Fifth Supplemental Resolution.

Section 10.03. Supplemental Resolution a Contract. This Twenty-Fifth Supplemental 
Resolution (excluding Article X hereof), together with the Subordinate General Resolution, is 
adopted by the City for the benefit of the Bondholders and together they constitute a contract with 
the Subordinate Bondholders.
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If any provision of the Twenty-Fifth Supplemental 
Resolution shall be determined to be unenforceable, that shall not affect any other provision of 
this Twenty-Fifth Supplemental Resolution.

Section 10.04. Severability.

Section 10.05. Payments due on Non-Business Days. If a payment date is not a Business 
Day, then payment may be made on the next Business Day, and no interest shall accrue for the 
intervening period.

Section 10.06. Governing Law. This Twenty-Fifth Supplemental Resolution shall be 
governed by and construed in accordance with the laws of the State.

Section 10.07. Captions. The captions in this Twenty-Fifth Supplemental Resolution arc 
for convenience only and do not define or limit the scope or intent of any provisions or Sections 
of this Twenty-Fifth Supplemental Resolution.

Section 10.08. Continuing Disclosure, 
authorized, upon the adjustment of a Series of Series 2018 Variable Rate Subordinate Bonds to 
the Fixed Interest Rate or to an Interest Mode (as such terms are defined in the Paying Agent 
Agreement) which is not exempt from the continuing disclosure requirements promulgated under 
S.E.C. Rule 15c2-12, as it may from time to time hereafter be amended or supplemented, to enter 
into a Continuing Disclosure Certificate in order to undertake the City’s continuing disclosure 
obligations promulgated under S.E.C. Rule 15c2-12, as the same may be amended from time to 
time. The City hereby covenants and agrees that they will comply with and carry out all of their 
respective obligations under any such Continuing Disclosure Certificate for the Series 2018 
Variable Rate Subordinate Bonds. Notwithstanding any other provision of the Subordinate 
General Resolution or this Twenty-Fifth Supplemental Resolution, failure of the City to comply 
with any such Continuing Disclosure Certificate shall not be considered an Event of Default; 
however, any Beneficial Owner of the applicable Series 2018 Variable Rate Subordinate Bonds 
covered by such Continuing Disclosure Certificate may take such actions as may be necessary 
and appropriate, including seeking mandate or specific performance by court order, to cause the 
City, as the case may be, to comply with its obligations under this Section. For purposes of this 
Section, “Beneficial Owner” means any person which has or shares the power, directly or 
indirectly, to make investment decisions concerning ownership of any applicable Series 2018 
Variable Rate Subordinate Bonds covered by such Continuing Disclosure Certificate (including 
persons holding such applicable Series 2018 Variable Rate Subordinate Bonds covered by such 
Continuing Disclosure Certificate through nominees, depositories or other intermediaries).

The City Administrative Officer is hereby

Section 10.09. Ratification of Prior Actions. All actions heretofore taken by any officers, 
employees, agents or directors of the City, with respect to the issuance, delivery or sale of the 
Series 2018 Variable Rate Subordinate Bonds, or in connection with or related to any of the 
agreements or documents referenced herein or to the refunding of the Refunded Subordinate 
Bonds are hereby approved, confirmed and ratified.

Section 10.10. Effective Date. This Twenty-Fifth Supplemental Resolution shall take 
effect from and upon its adoption.
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Approved as to Form

MICHAEL N. FEUER, City Attorney

By:
Deputy City Attorney
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or more Series, provided that all Series 2018-C Subordinate Bonds of the same Series must be in the same Interest Mode or accrue interest at the 
Fixed Interest Rate, in accordance with the provisions of the Paying Agent Agreement. Interest on the Series 2018-C Subordinate Bonds in the 
Daily Mode or Weekly Mode will be due and payable on the first Business Day of each calendar month, commencing December 3, 2018. See 
“Description of the Series 2018-C Subordinate Bonds” herein.

The Series 2018-C Subordinate Bonds will be registered in the name ofCede& Co., as nominee ofThe Depository Trust Company (“DTC”). 
DTC will act as securities depository for the Series 2018-C Subordinate Bonds. Ownership interests in the Bonds may be purchased in book- 
entry form only. So long as DTC or its nominee is the Owner of the Series 2018-C Subordinate Bonds, payments of the principal of, redemption 
premium, if any, and interest on the Series 2018-C Subordinate Bonds will be made as described in Appendix G - “Book-Entry Only System” 
attached hereto.

This Official Statement is not intended to provide information with respect to the Series 2018-C Subordinate Bonds, including the 
terms of such Series 2018-C Subordinate Bonds, after conversion from a Daily Rate Period or Weekly Rate Period to another Interest 
Rate Period (other than a Weekly Rate Period or a Daily Rate Period).

The Series 2018-C Subordinate Bonds are subject to redemption prior to maturity, as described herein. The Series 2018-C 
Subordinate Bonds are also subject to optional and mandatory tender prior to maturity as described herein. See “Redemption of the 
Series 2018-C Subordinate Bonds” and “Tender and Purchase of the Series 2018-C Subordinate Bonds” herein.

This cover page contains information for general reference only. Investors must read the entire Official Statement to obtain 
information essential to making an informed investment decision.

The Series 2018-C Subordinate Bonds are offered when, as and if issued, subject to the approval of legality by Hawkins Delafield & Wood 
LLP, Bond Counsel to the City. Certain legal matters will be passed upon for the City by Nixon Peabody LLP, Disclosure Counsel, and by 
Michael N. Feuer, City Attorney, for TD Securities by their counsel Chapman and Cutler LLP and for the Underwriters by their counsel, Katten 
Muchin Rosenman LLP. It is anticipated that the Series 2018-C Subordinate Bonds will be available for delivery to DTC in New York, New 
York on or about November , 2018.

BofA Merrill Lynch
Series 2018 C-l Subordinate Bonds 
Underwriter and Remarketing Agent

Stifel
Series 2018 C-2 Subordinate Bonds 
Underwriter and Remarketing Agent

Dated: [November]__,2018
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MATURITY SCHEDULES

rS[.
City of Los Angeles Wastewater System Subordinate Revenue Bonds 

Variable Rate Refunding

Consisting of:

2018 Series C-l Subordinate Bonds

rPrincipal Amount:
Dated:
Due:
Initial Interest Mode:
Initial Interest Payment Date:

$L
Date of Delivery

Weekly Mode
First Business Day of Each Month Commencing 
December 3, 2018 
100%Price:

CUSH*:
Remarketing Agent: 
Credit Facility Provider:

Merrill Lynch, Pierce, Fenner & Smith Incorporated 
The Toronto-Dominion Bank, 
acting through its New York Branch

2018 Series C-2 Subordinate Bonds

yPrincipal Amount:
Dated:
Due:
Initial Interest Mode:
Initial Interest Payment Date

Date of Delivery

Weekly Mode
First Business Day of Each Month Commencing 
December 3, 2018 
100%Price:

CUSIP*:
Remarketing Agent: 
Credit Facility Provider:

Stifel, Nicolaus & Company, Incorporated 
The Toronto-Dominion Bank, 
acting through its New York Branch

* Preliminary, subject to change.
* CUSIP is a registered trademark of the American Bankers Association. CUSP data herein is provided by CUSP Global Services, 

managed by S&P Global Market Intelligence on behalf of The American Bankers Association. This data is not intended to create 
a database and does not serve in any way as a substitute for the CUSIP Services. CUSIP numbers have been assigned by an 
independent company not affiliated with the City and are included solely for the convenience of investors. None of the City, the 
Underwriters, the Remarketing Agents, the Credit Facility Provider or the Municipal Advisor, are responsible for the selection 
or uses of these CUSP numbers, and no representation is made as to their correctness on the Series 2018-C Subordinate Bonds 
or as included herein. The CUSIP number for a specific maturity is subject to being changed after the issuance of the Series 
2018-C Subordinate Bonds as a result of various subsequent actions including, but not limited to, refunding in whole or in part 
or as a result of the procurement of secondary market portfolio insurance or other similar enhancement by investors that is 
applicable to all or a portion of certain maturities of the Series 2018-C Subordinate Bonds.



No dealer, broker, salesperson or other person has been authorized by the City to give any 
information or to make any representations other than those contained herein and, if given or made, such 
other information or representations must not be relied upon as having been authorized by the City. This 
Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall there be 
any sale of the Series 2018-C Subordinate Bonds by a person in any jurisdiction in which it is unlawful for 
such person to make an offer, solicitation or sale.

This Official Statement is not to be construed as a contract with the purchasers of the Series 2018- 
C Subordinate Bonds. Statements contained in this Official Statement which involve estimates, forecasts 
or matters of opinion, whether or not expressly so described herein, are intended solely as such and are not 
to be construed as a representation of facts.

The information set forth in this Official Statement has been obtained from the City and other 
sources, including the Credit Facility Provider, which are believed by the City to be reliable. The 
Underwriters (as defined herein) have provided the following sentence for inclusion in this Official 
Statement. The Underwriters have reviewed the information in this Official Statement in accordance with, 
and as part of, their responsibilities to investors under the federal securities laws as applied to the facts and 
circumstances of this transaction, but the Underwriters do not guarantee the accuracy or completeness of 
such information. The information and expressions of opinion herein are subject to change without notice, 
and neither the delivery of this Official Statement nor any sale made hereunder shall under any 
circumstances create any implication that there has been no change in the affairs of the City since the date 
hereof. All summaries of the Series 2018-C Subordinate Bonds, the Resolutions (as defined herein) and 
other documents summarized herein, are made subject to the provisions of such documents respectively 
and do not purport to be complete statements of any or all of such provisions.

This Official Statement is submitted in connection with the issuance of the Series 2018-C 
Subordinate Bonds referred to herein and may not be reproduced or used, in whole or in part, for any other 
purpose.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVERALLOT OR 
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE 
SERIES 2018-C SUBORDINATE BONDS AT A LEVEL ABOVE THAT WHICH MIGHT 
OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY 
BE DISCONTINUED AT ANY TIME. THE UNDERWRITERS MAY OFFER AND SELL THE SERIES 
2018-C SUBORDINATE BONDS TO CERTAIN DEALERS AND DEALER BANKS AND BANKS 
ACTING AS AGENT AT PRICES LOWER THAN THE PUBLIC OFFERING PRICE STATED ON THE 
INSIDE COVER PAGE HEREOF AND SAID PUBLIC OFFERING PRICE MAY BE CHANGED FROM 
TIME TO TIME BY THE UNDERWRITERS.

The City maintains a website at www.lacity.org. The information presented therein is not a part of 
this Official Statement, is not incorporated by reference herein, and should not be relied upon in making an 
investment decision with respect to the Series 2018-C Subordinate Bonds.
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OFFICIAL STATEMENT

]‘$L
CITY OF LOS ANGELES

Wastewater System Subordinate Revenue Bonds Variable Rate Refunding

r$l si
Series 2018 C-l Series 2018 C-2

INTRODUCTION

This introduction is not a summary of this Official Statement. It is only a brief description of and 
guide to, and is qualified by, more complete and detailed information contained in the entire Official 
Statement, including the cover page and appendices hereto, and the documents described herein. All 
statements contained in this introduction are qualified in their entirety by reference to the entire Official 
Statement. References to, and summaries of provisions of the Constitution, the City Charter and laws of 
the State of California and any documents referred to herein do not purport to be complete and such 
references are qualified in their entirety by reference to the complete provisions. All capitalized terms used 
in this Official Statement and not otherwise defined herein have the meanings set forth in the Resolutions 
(defined herein).

General

j* City of Los Angeles Wastewater System Subordinate Revenue Bonds VariableThe$L
Rate Refunding Series 2018-C (the “Series 2018-C Subordinate Bonds”), consisting of $|_ 
principal amount of Series 2018 C-l (the “Series 2018 C-l Subordinate Bonds”) and $[ 
principal amount of Series 2018 C-2 (the “Series 2018 C-2 Subordinate Bonds”), are being issued by the 
City of Los Angeles (the “City”) pursuant to the Charter of the City of Los Angeles (the “City Charter”), 
Article 6.7 of Chapter 1 of Division 11 of the Administrative Code of the City (the “Procedural Ordinance”), 
and Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 (Section 53570 et seq. and Section 
53580 et seq., respectively) of the California Government Code (as amended, the “Refunding Law”). The 
Series 2018-C Subordinate Bonds are also issued pursuant to the Wastewater System Subordinate Revenue 
Bonds General Resolution, adopted by the Council of the City (the “City Council”) on March 26, 1991, as 
amended and supplemented (the “Subordinate General Resolution”), including as amended and 
supplemented by the Twenty-Fifth Supplemental Resolution, adopted by the City Council on October [19], 
2018 (the “Twenty-Fifth Supplemental Resolution”). The Series 2018-C Subordinate Bonds will have such 
other terms as are provided in the Paying Agent Agreement, dated as of [November] 1, 2018 (the “Paying 
Agent Agreement”) by and between the City and the U.S. Bank National Association, as paying agent (the 
“Paying Agent”) thereunder.

J*
J*

The proceeds of the Series 2018-C Subordinate Bonds, together with certain other amounts from 
the City, will be used to: (i) refund a portion of the City’s Wastewater System Subordinate Revenue Bonds, 
Variable Rate Refunding Series 2012-D (the “Series 2012-D Subordinate Bonds” and the refunded portion 
herein referred to as “Refunded Bonds”); (ii) [pay a portion of the termination payments in connection with 
the termination of the Swap Agreements (defined herein); and (hi)] pay certain costs of issuing the Series 
2018-C Subordinate Bonds. See “Plan of Finance” herein.

The Series 2018-C Subordinate Bonds are subject to optional redemption and mandatory 
redemption prior to maturity as described herein. The Series 2018-C Subordinate Bonds are also subject

* Preliminary, subject to change.
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to mandatory tender prior to maturity as described herein.
Subordinate Bonds” and “Tender and Purchase of the Series 2018-C Subordinate Bonds” herein.

See “Redemption of the Series 2018-C

This Official Statement is not intended to provide information with respect to the Series 2018-C 
Subordinate Bonds, including the terms of such Series 2018-C Subordinate Bonds, after conversion from a 
Daily Rate Period or Weekly Rate Period to another Interest Rate Period (other than a Weekly Rate Period 
or a Daily Rate Period). The Series 2018-C Subordinate Bonds are subject to mandatory tender for purchase 
upon conversions from a Daily Rate Period or Weekly Rate Period to another Interest Rate Period (other 
than an adjustment from a Weekly Rate Period to a Daily Rate Period or a Daily Rate Period to a Weekly 
Rate Period). See “Description of the Series 2018-C Subordinate Bonds”, “Tender and Purchase of the 
Series 2018-C Subordinate Bonds” and “Redemption of the Series 2018-C Subordinate Bonds” herein and 
Appendix C - “Summary of Certain Provisions of the Resolutions” attached hereto.

Under the Wastewater System Revenue Bonds General Resolution, adopted by the City Council 
on November 10, 1987, as amended and supplemented (the “General Resolution” and, together with the 
Subordinate General Resolution, the “Resolutions”), the City has previously issued multiple series of Senior 
Lien Bonds (the “Existing Senior Lien Bonds”). As of September 1, 2018, the City had $1,022,140,000 
aggregate principal amount of Existing Senior Lien Bonds Outstanding. Under the Subordinate General 
Resolution, the City has previously issued multiple series of Subordinate Bonds (the “Existing Subordinate 
Bonds”) that have a lien on Revenues (herein defined) subordinate to that of the Existing Senior Lien Bonds. 
As of September 1,2018, the City had $1,573,970,000 aggregate principal amount of Existing Subordinate 
Bonds Outstanding, excluding Wastewater System Commercial Paper Notes Outstanding.

Under the Subordinate General Resolution, the City has also authorized a maximum of 
$400,000,000 aggregate principal amount of Subordinate Bonds in the form of Wastewater System 
Commercial Paper Notes (the “Wastewater System Commercial Paper Notes”). [The Wastewater System 
Commercial Paper Notes are currently supported by letters of credit (the “Letters of Credit”) issued by 
Barclays Bank PLC and The Toronto-Dominion Bank, acting through its New York Branch. The maximum 
amount of Wastewater System Commercial Paper Notes that may be outstanding at any particular time 
under the existing Letters of Credit for the Wastewater System Commercial Paper Notes is $250,000,000.] 
There are currently $50,000,000 aggregate principal amount of Wastewater System Commercial Paper 
Notes outstanding. Subsequent to issuance ofthe Series 2018-A Subordinate Bonds, no Wastewater System 
Commercial Paper Notes will be outstanding. See “Financial Operations of the Wastewater System - 
Anticipated Financings” and “Plan of Finance” herein. Additional Senior Lien Bonds and Subordinate 
Bonds may be issued pursuant to the provisions of the General Resolution and the Subordinate General 
Resolution, respectively, subject to satisfaction ofthe conditions precedent set forth therein. See “Plan of 
Finance” and “Security and Sources of Payment for the Series 2018-C Subordinate Bonds - Additional 
Senior Lien Bonds” and “-Additional Subordinate Bonds” herein.

The System

The City owns and operates a wastewater system (“System”), which serves an approximately 600 
square mile area with a population in excess of four million or approximately half of the population of Los 
Angeles County. The System has two distinct service areas: the Hyperion System and Terminal Island 
System (each as described herein). Total average daily flow during Fiscal Year 2017-18 was 333 million 
gallons per day. The System also provides wastewater conveyance, treatment and disposal services to 29 
sanitation districts, cities, governmental entities and private businesses which adjoin the City. The System 
consists of more than 6,700 miles of sewers and interceptors, four treatment plants and various other 
facilities.
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The SCM Fund; Senior Lien Bonds

The Existing Senior Lien Bonds, and any other bonds issued in the future under the General 
Resolution (collectively, the “Senior Lien Bonds”) are secured by a pledge of and first lien on (i) Revenues; 
and (ii) all moneys and securities held in the Reserve Fund, the Debt Service Fund (except for amounts 
segregated for the payment of specific Senior Lien Bonds that have become due and payable or that have 
been called for redemption, which amounts are held in trust for such specific Senior Lien Bonds only), and 
the Construction Funds. “Revenues” generally consist of all revenues of the City’s Sewer Construction and 
Maintenance Fund (the “SCM Fund”) and revenues otherwise attributable to the System, including earnings 
received from investments in the SCM Fund, the Debt Service Fund, the Reserve Fund and the Emergency 
Fund, provided that Revenues shall not include any amount received from the levy or collection of taxes, 
amounts designated for capital costs received under contracts with contracting agencies, moneys received 
as grants, earnings on the Construction Funds or the proceeds of borrowings or insurance.

Pursuant to the General Resolution, Revenues in the SCM Fund are to be used on an ongoing basis 
to pay or provide for the ordinary and reasonable expenses of the operation and maintenance of the System 
including, without limitation, refunds and the reasonable expenses of management, repair and other 
expenses necessary to maintain and preserve the System in good repair and working order when such 
amounts become due in the ordinary course of business. On or before the twenty-fifth day of each month, 
the City is to transfer amounts from the SCM Fund to the Debt Service Fund, Reserve Fund, and Emergency 
Fund (all held under the General Resolution for the Senior Lien Bonds), amounts sufficient to make the 
deposits therein required under the General Resolution.

Security and Sources of Payment for the Scries 2018-C Subordinate Bonds

The Series 2018-C Subordinate Bonds, the Existing Subordinate Bonds and any bonds issued in 
the future under the Subordinate General Resolution (collectively, the “Subordinate Bonds”) are secured 
by a pledge of and second lien on the Revenues, on a basis subordinate to the pledge of and lien on Revenues 
to the Senior Lien Bonds. The pledge, assignment and lien on the Revenues granted to secure the Senior 
Lien Bonds is, in all respects, prior to the pledge, assignment and lien granted by the Subordinate General 
Resolution for the benefit of the Subordinate Bonds. The Revenues, including Revenues held in the SCM 
Fund and the earnings on such Revenues, will be used first to pay the Senior Lien Bonds as the same become 
due, and to make current deposits into the funds held pursuant to the General Resolution before such 
Revenues will be available for deposit into the funds and accounts held under the Subordinate General 
Resolution for the benefit of the Subordinate Bonds. The Series 2018-C Subordinate Bonds are also secured 
by a pledge and lien on the 2018 Subordinate Debt Service Fund created pursuant to the Twenty-Fifth 
Supplemental Resolution. See “Security and Sources of Payment for the Series 2018-C Subordinate Bonds” 
herein.

Limited Obligations

The Series 2018-C Subordinate Bonds are special, limited obligations of the City payable solely 
from the Revenues, on a basis subordinate to the Senior Lien Bonds, and from amounts on deposit in the 
2018 Subordinate Debt Service Fund created pursuant to the Subordinate General Resolution and amounts 
drawn under the Credit Facility (as hereinafter defined). The City is not obligated to make payment from 
any other source. The Series 2018-C Subordinate Bonds are not payable from the General Fund of the City 
and are not a general obligation of the City, and neither the full faith and credit nor the taxing power of the 
City is pledged to the payment of any amounts due on the Series 2018-C Subordinate Bonds.
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Credit Facility

Payment of principal, purchase price and mandatory sinking fund redemption price of and interest 
on the Series 2018-C Subordinate Bonds, is supported by an irrevocable direct-pay letter of credit (the 
“Credit Facility”) to be issued by The Toronto-Dominion Bank, acting through its New York Branch (the 
“Credit Facility Provider”), under a Reimbursement Agreement, dated as of November 1, 2018, by and
between the City and the Credit Facility Provider. The Credit Facility expires of November [_], 2021
unless extended or terminated sooner pursuant to its terms.

Remarketing

Under the terms of separate remarketing agreements between the City and Merrill Lynch, Pierce, 
Fenner & Smith Incorporated and Stifel, Nicolaus & Company, Incorporated, respectively (collectively, the 
“Remarketing Agents,” each a “Remarketing Agent”), the City has appointed Merrill Lynch, Pierce, Fenner 
& Smith Incorporated as the initial Remarketing Agent for the Series 2018 C-l Subordinate Bonds and 
Stifel, Nicolaus & Company, Incorporated as the initial Remarketing Agent for the Series 2018 C-2 
Subordinate Bonds.

Forward-Looking Statements

Certain statements included or incorporated by reference in the Official Statement constitute 
“forward-looking statements.” Such statements are generally identifiable by the terminology used such as 
“plan,” “expect,” “estimate,” “budget,” “projected” or other similar words. The achievement of certain 
results or other expectations contained in such forward-looking statements involve known and unknown 
risks, uncertainties and other factors which may cause actual results, performance or achievements 
described to be materially different from any future results, performance or achievements expressed or 
implied by such forward-looking statements. Although the City believes that such expectations reflected in 
such forward-looking statements are reasonable, there can be no assurance that such expectations will prove 
to be correct. The City is not obligated to issue any updates or revisions to the forward-looking statements 
if or when its expectations, or events, conditions or circumstances on which such statements are based 
occur, do not occur, or change.

Continuing Disclosure

For purposes of assisting the Underwriters (as defined herein) in complying with Rule 15c2- 
12(b)(5) adopted by the Securities and Exchange Commission (the “Rule”), the City has agreed to provide 
audited financial statements of the City for the SCM Fund and other financial and operating data relating 
to the System, not later than the June 30 after the end of each Fiscal Year, commencing on June 30, 2019 
for the report for Fiscal Year 2017-18, or if the Fiscal Year-end changes from June 30, not later than 365 
days after the end of the City’s Fiscal Year, to the Electronic Municipal Market Access (“EMMA”) database 
maintained by the Municipal Securities Rulemaking Board (the “MSRB”), and to provide notices to the 
MSRB through EMMA of the occurrence of certain enumerated events, as required by the Rule. See 
“Continuing Disclosure” herein and Appendix H - “Form of Continuing Disclosure Certificate” attached 
hereto.

Miscellaneous

Copies of the resolutions and additional information may be obtained upon request from the Office 
of the City Administrative Officer, City of Los Angeles, 200 North Main Street, City Hall East, Room 1500, 
Los Angeles, California 90012, Attention: Debt Management Group, (213) 473-7500. Certain capitalized
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terms used herein have the meanings ascribed to such terms in Appendix B - “Glossary of Defined Terms 
attached hereto. See also Appendix D - “Glossary of System Terms” attached hereto.

PLAN OF FINANCE

The proceeds of the Series 2018-C Subordinate Bonds, together with certain other amounts from 
the City, will be used to: (i) refund the Refunded Bonds (as described below); (ii) [pay a portion of the 
termination payments in connection with the termination of the Swap Agreements (defined herein); and 
(iii)] pay certain costs of issuing the Series 2018-C Subordinate Bonds.

The following table sets forth the Refunded Bonds to be refunded with a portion of the proceeds of 
the Series 2018-C Subordinate Bonds.

Refunded Bonds*

Outstanding
Principal
Amount

Maturity 
(June 1)

Principal to Be 
Refunded

Redemption
Date’

Redemption
Priced CUSIP(21Series

Series 2012-D 
Subordinate Bonds $280,860,000 $2032 November [15], 2018 , 100% 544653BT4

a) Expressed as a percentage of the principal amount.
'3I Neither the City nor the Underwriters are responsible for the selection or uses of these CUSIP numbers, and no representation is made as to their 

correctness on the applicable bonds or as included herein.

In order to effect the refunding of the Refunded Bonds, the Underwriters will wire transfer to U.S. 
Bank National Association (the “Paying Agent for the Refunded Bonds”) monies which will be sufficient 
to pay the principal of and interest on the Refunded Bonds through and including November [15,] 2018 and 
to redeem the Refunded Bonds on such date at a redemption price equal to 100% ofthe principal amount 
of the Refunded Bonds to be redeemed plus accrued interest thereon to the date of redemption, without 
premium, plus all fees and other amounts required to be paid in connection with any redemption.

[Upon delivery of the Series 2018-C Subordinate Bonds, the City will pay termination payments 
to the counterparties to the Swap Agreements.]

The City intends to issue its Wastewater System Subordinate Revenue Bonds, Series 2018-A 
(Green Bonds) (the “Series 2018-A Subordinate Bonds”), the proceeds of which will be used to: (i) finance 
the construction and improvement of the System (herein defined); (ii) pay all outstanding Wastewater 
System Commercial Paper Notes (defined herein); and (iii) pay certain costs of issuing the Series 2018-A 
Subordinate Bonds. The City also intends to issue its Wastewater System Subordinate Revenue Bonds, 
Refunding Series 2018-B (the “Series 2018-B Subordinate Bonds”), the proceeds of which will be used to: 
(i) refund the outstanding portion of the Series 2012-D Subordinate Bonds not refunded by the Series 
2018-C Subordinate Bonds; (ii) fund [a portion of] the termination payments with respect to the termination 
of the Swap Agreements; and (iii) pay certain costs of issuing the Series 2018-B Subordinate Bonds. See 
Financial Operations of the Wastewater System - Anticipated Financings” herein.

" Preliminary, subject to change.
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ESTIMATED SOURCES AND USES OF FUNDS

The proceeds of the Series 2018-C Subordinate Bonds, together with certain other amounts, are 
expected to be applied as set forth below:

Estimated Sources of Funds 
Principal Amount 
Premium/Discount 
Cash Deposit by the City

Total

$

$

Estimated Uses of Funds
Deposit for Refunded Bonds 
[Swap Termination Payments] 
Costs of Issuance®

Total

$

$

flJ Includes underwriters’ discount, municipal advisors’ fees and expenses, rating 
agency fees, letter of credit fees, bond counsel fees and expenses, disclosure 
counsel fees and expenses, printing costs and other miscellaneous expenses.

DESCRIPTION OF THE SERIES 2018-C SUBORDINATE BONDS

The Series 2018-C Subordinate Bonds will be issued as fully-registered bonds in denominations of 
$100,000 and any integral multiple of $5,000 in excess thereof while initially bearing interest at the Weekly 
Rate, and when issued, will be registered in the name of Cede & Co., as the nominee of The Depository 
Trust Company, New York, New York (“DTC”). DTC will act as securities depository for the Series 
2018-C Subordinate Bonds. Ownership interests in the Series 2018-C Subordinate Bonds may be purchased 
in book-entry form only. So long as DTC or its nominee is the Owner of the Series 2018-C Subordinate 
Bonds, principal, redemption price, if any, and purchase price of and interest on the Series 2018-C 
Subordinate Bonds will be made as described in Appendix G - “Book-Entry Only System” attached hereto.

Interest on the Series 2018-C Subordinate Bonds may accrue at a Daily Rate, a Weekly Rate, an 
Index Interest Rate, Bond Interest Term Rate, a Long Rate or a Fixed Interest Rate, all as provided in the 
Paying Agent Agreement. Initially, the Series 2018-C Subordinate Bonds will bear interest in the Weekly 
Mode until the City determines to convert to another Interest Mode or fix the rate of interest in accordance 
with the provisions of the Paying Agent Agreement, The City may designate a new Interest Mode from 
time to time or fix the rate of interest. Each Series may bear interest in an Interest Mode different from the 
Interest Mode of any other Series, in accordance with the provisions of the Paying Agent Agreement. 
Interest on the Series 2018-C Subordinate Bonds in the Daily Mode or Weekly Mode will be due and 
payable on the first Business Day of each calendar month, commencing December 3, 2018.

The maximum interest rate on the Series 2018-C Subordinate Bonds is 12% (unless held by a Credit 
Facility Provider).

The following definitions are selected terms from the Paying Agent Agreement:

“Authorized Denominations” means (a) with respect to any Series of Series 2018-C Subordinate 
Bonds subject to the Long Rate or the Fixed Interest Rate, $5,000 and any integral multiple thereof, and 
(b) with respect to any Series of Series 2018-C Subordinate Bonds subject to the Daily Rate, Weekly Rate,
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Bond Interest Term Rate or Index Interest Rate, $100,000 and any integral multiple of $5,000 in excess 
thereof.

“Daily Rate Period” means each period during which a Daily Rate for any Series 2018-C 
Subordinate Bonds of a Series is in effect, and “Daily Rate” means a rate of interest payable with respect 
to the Series 2018-C Subordinate Bonds of a Series, in a Daily Mode, established by the applicable 
Remarketing Agent m accordance with the Paying Agent Agreement.

“Weekly Rate Period” means each period during which a Weekly Rate for any Series 2018-C 
Subordinate Bonds of a Series is in effect, and “Weekly Rate” means a rate of interest payable with respect 
to the Series 2018-C Subordinate Bonds of a Series, in a Weekly Mode, established by the applicable 
Remarketing Agent in accordance with the Paying Agent Agreement.

Interest on the Series 2018-C Subordinate Bonds will be payable by the Paying Agent on an 
“Interest Payment Date” which means (i) with respect to any Daily Rate Period, Weekly Rate Period or 
Index Interest Rate Period, the first Business Day of each calendar month, (ii) with respect to any Short
Term Rate Period, the day next succeeding the last day of each Bond Interest Term, (iii) with respect to any 
Long Period or period in which the Series 2018-C Subordinate Bonds of a Series, bears interest at the Fixed 
Interest Rate, each June 1 and December 1, (iv)with respect to each Interest Rate Period, the day next 
succeeding the last day thereof (or the day next succeeding the day that would have been the last day of any 
Interest Rate Period had one of the events specified in the Paying Agent Agreement, including failure to 
obtain a Favorable Opinion of Bond Counsel when required, not occurred), (v) each Conversion Date, 
(vi) the maturity date for the Series 2018-C Subordinate Bonds of a Series and (vii) with respect to any 
Provider Bonds, the dates provided in the applicable Credit Facility. In any case, the final Interest Payment 
Date for the Series 2018-C Subordinate Bonds of a Series shall be the maturity date therefor unless the 
Series 2018-C Subordinate of a Series have been redeemed or otherwise paid in full prior to such maturity 
date. “Business Day” means a day (i) during any Index Interest Rate Period, has the meaning given such 
term in a supplemental agreement executed and delivered in accordance with the Paying Agent Agreement, 
and thereafter, means (ii) a day (a) other than a day on which banks located in the City of New York, 
New York or the cities in which the respective principal offices of the Fiscal Agent, the Paying Agent, the 
applicable Remarketing Agent or the city in which the offices of the Credit Facility Provider at which 
demands for payment under the applicable Credit Facility are to be honored are located, are required or 
authorized by law or executive order to close, and (b) on which the New York Stock Exchange is open. 
“Interest Rate Period” includes the Daily Rate Period, the Weekly Rate Period, the SIFMA Index Rate 
Period, the Alternative Rate Period, the Short-Term Rate Period and the Long Period, as applicable. 
“Provider Bonds” or “Provider Bond” means Series 2018-C Subordinate Bonds or beneficial interests 
therein purchased with moneys provided under the applicable Credit Facility.

The term of the Series 2018-C Subordinate Bonds prior to the Fixed Rate Date will be divided into 
consecutive Interest Rate Periods selected by the City. Except as provided in the Paying Agent Agreement 
and the applicable Credit Facility with respect to Provider Bonds, the Series 2018-C Subordinate Bonds 
will bear interest from and including the Interest Accrual Date immediately preceding the date of 
authentication thereof, or, if such date of authentication will be an Interest Accrual Date to which interest 
on the Series 2018-C Subordinate Bonds has been paid in full or duly provided for or the date of initial 
authentication of the Series 2018-C Subordinate Bonds, from such date of authentication; provided, 
however, that if, as shown by the records of the Paying Agent, interest on the Series 2018-C Subordinate 
Bonds shall be in default, such Series 2018-C Subordinate Bonds issued in exchange therefor or surrendered 
for registration of transfer or exchange will bear interest from the date to which interest has been paid in 
full on the Series 2018-C Subordinate Bonds or, if no interest has been paid on such Series 2018-C 
Subordinate Bonds, from the date of the first authentication thereof. “Interest Accrual Date” means with 
respect to any Daily Rate Period, Weekly Rate Period, SIFMA Index Rate Period or the Alternative Rate
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Period, the first day thereof and, thereafter, the first Business Day of each month during that Daily Rate 
Period, Weekly Rate Period or SIFMA Index Rate Period.

Interest on the Series 2018-C Subordinate Bonds will be payable on each respective Interest 
Payment Date for the period commencing on the immediately preceding Interest Accnial Date or otherwise 
as provided in the Paying Agent Agreement and ending on the day immediately preceding such Interest 
Payment Date. In any event, interest on the Series 2018-C Subordinate Bonds will be payable for the final 
Interest Rate Period to the date on which the Series 2018-C Subordinate Bonds will have been paid in full.

With respect to the Series 2018-C Subordinate Bonds in a Daily Mode or Weekly Mode, the 
applicable interest rate will be the rate of interest per annum determined by the Remarketing Agents (based 
on an examination of tax-exempt obligations comparable in the j udgment of said Remarketing Agents to 
the Series 2018-C Subordinate Bonds, and known by the Remarketing Agents to have been priced or traded 
under then-prevailing market conditions) to be the minimum interest rate which, if borne by the Series 
2018-C Subordinate Bonds, would enable the Remarketing Agents to sell the Series 2018-C Subordinate 
Bonds on such date of determination at a price (without regarding accrued interest) equal to the principal 
amount thereof.

Interest Rate Provisions

Determination of Daily Rate. The interest rate payable with respect to the any Series of Series 
2018-C Subordinate Bonds (other than Provider Bonds) in a Daily Mode will be determined by the 
applicable Remarketing Agent on each Business Day for such Business Day. The Daily Rate for any day 
which is not a Business Day will be the same as the Daily Rate for the immediately preceding Business 
Day. In the event the applicable Remarketing Agent fails to establish a Daily Rate for any Business Day, 
then the Daily Rate for such day will be equal to 100% of the Securities Industry and Financial Markets 
Association Municipal Swap Index, made available for such day, or if such index is no longer available, or 
no such index was so made available for such day, 70% of the interest rate on 30-day high grade unsecured 
commercial paper notes sold through dealers by major corporations as reported m The Wall Street Journal 
or The Bond Buyer on the day the Daily Rate would otherwise be determined as provided in the Paying 
Agent Agreement for such Daily Rate Period as specified by the City to the Paying Agent.

Adjustment to Daily Rate. The City, by written direction to the Fiscal Agent, the applicable 
Remarketing Agent, the Paying Agent and the applicable Credit Facility Provider, may elect, subject to the 
provisions of the Paying Agent Agreement, that the any Series of Series 2018-C Subordinate Bonds will 
bear interest at a Daily Rate. Such direction of the City will specify (i) the effective date of such adjustment 
to a Daily Rate, which will be (x) a Business Day not earlier than the 30th day following the second Business 
Day after receipt by the Paying Agent of such direction, and (y) in the case of an adjustment from a Long 
Period, the day immediately following the last day of tire then-current Long Period, or (z) in the case of an 
adjustment from a Weekly Rate Period or Short-Term Rate Period, the day immediately following the last 
day of the Interest Rate Period with respect to the Series of Series 2018-C Subordinate Bonds; and (ii) the 
date of delivery for the Series 2018-C Subordinate Bonds to be purchased (if other than such effective date). 
During each Daily Rate Period commencing on a date so specified and ending on the day immediately 
preceding the effective date of the next succeeding Interest Rate Period, the interest rate borne by the Series 
2018-C Subordinate Bonds of such Series will be a Daily Rate.

Notice of Adjustment to Daily Rate. The Paying Agent will give notice, together with the notice 
provided in the Paying Agent Agreement, by first-class mail of an adjustment to a Daily Rate to the Owners 
ofthe Series of Series 2018-C Subordinate Bonds which, if a book-entry system is in effect, DTC, not less 
than 30 days prior to the effective date of such Daily Rate. Such notice will state (i) that the interest rate 
on the Series 2018-C Subordinate Bonds of such Series will be adjusted to a Daily Rate, unless, in the case
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of an adjustment from a Long Rate, Bond Counsel fails to deliver to the Notice Parties a Favorable Opinion 
of Bond Counsel as to such adjustment, in which case the Series 2018-C Subordinate Bonds of such Series 
will continue to bear interest at the Long Rate in effect immediately prior to such proposed adjustment in 
the Interest Rate Period, (ii) the effective date of such Daily Rate Period, (iii) the name of the applicable 
Credit Facility Provider, (iv) that the Series 2018-C Subordinate Bonds of such Series are subject to 
mandatoiy tender for purchase on such effective date (except with respect to an adjustment from a Weekly 
Rate to a Daily Rate) and the applicable purchase price, and (v) if the Series 2018-C Subordinate Bonds of 
such Series are no longer in book-entry form, information with respect to the required delivery of bond 
certificates and payment of the purchase price under the Paying Agent Agreement.

Determination of Weekfy Rate. The interest rate payable with respect to any Series of Series 2018- 
C Subordinate Bonds (other than Provider Bonds) in a Weekly Mode will be determined by the applicable 
Remarketing Agent on Wednesday of each week during such Weekly Rate Period, or if such day will not 
be a Business Day, then on the next succeeding Business Day.

The first Weekly Rate determined for each Weekly Rate Period which follows an Index Interest 
Rate Period, a Daily Rate Period, Short-Term Rate Period or Long Period, will be determined on or prior 
to the first day of such Weekly Rate Period and will apply to the period commencing on the first day of 
such Weekly Rate Period and ending on the next succeeding Wednesday. Thereafter, each Weekly Rate 
will apply to the period commencing on the next succeeding Thursday and ending on the next succeeding 
Wednesday, unless such Weekly Rate Period will be in effect as ofthe stated maturity date, in which event 
the Weekly Rate for such Weekly Rate Period will apply to the period commencing on the Thursday 
preceding the last day of such Weekly Rate Period and end on the day prior to the stated maturity date. In 
the event that the applicable Remarketing Agent fails to establish a Weekly Rate for any week, then the 
Weekly Rate for such week will be equal to 100% of the Securities Industry and Financial Markets 
Association Municipal Swap Index, made available for the week preceding the date of determination, or if 
such index is no longer available, or no such index was so made available, for the week preceding the date 
of determination, 70% of the interest rate on 30-day high grade unsecured commercial paper notes sold 
through dealers by major corporations as reported in The Wall Street Journal or The Bond Buyer on the day 
the Weekly Rate would otherwise be determined as in the Paying Agent Agreement for such Weekly Rate 
Period as specified by the City to the Paying Agent.

Adjustment to Weekly Rate. The City, by written direction to the Fiscal Agent, the applicable 
Remarketing Agent, the Paying Agent and the applicable Credit Facility Provider, may elect, subject to the 
provisions of the Paying Agent Agreement, that any Series of the Series 2018-C Subordinate Bonds will 
bear interest at a Weekly Rate. Such direction of the City will specify (i) the effective date of such 
adjustment to a Weekly Rate, which will be (x) a Business Day not earlier than the 30th day following the 
second Business Day after receipt by the Paying Agent of such direction, and (y) in the case of an adjustment 
from a Long Period, the day immediately following the last day of the then-current Long Period, or (z) in 
the case of an adjustment from a Daily Rate Period or Short-Term Rate Period, the day immediately 
following the last day of the Interest Rate Period with respect to Series of Series 2018-C Subordinate Bonds; 
and (ii) the date of delivery for the Series of Series 2018-C Subordinate Bonds to be purchased (if other 
than such effective date). In addition, the direction of the City will be accompanied by a form of notice to 
be mailed to the Owners of the Series 2018-C Subordinate Bonds of such Series by the Paying Agent as 
provided in the notice provisions relating to adjust to Weekly Rate as set forth in the Paying Agent 
Agreement. During each Weekly Rate Period commencing on a date so specified and ending on the day 
immediately preceding the effective date of the next succeeding Interest Rate Period, the interest rate borne 
by the Series 2018-C Subordinate Bonds of such Series will be a Weekly Rate.

Notice of Adjustment to Weekly Rate. The Paying Agent will give notice, together with the notice 
for mandatory tender for purchase required by the Paying Agent Agreement, by first-class mail of an
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adjustment to a Weekly Rate to the Owners ofthe Series of Series 2018-C Subordinate Bonds, which, if a 
book-entry system is in effect, is DTC, not less than 30 days prior to the effective date of such Weekly Rate 
Period. Such notice will state (i) that the interest rate on the Series 2018-C Subordinate Bonds of such 
Series will be adjusted to a Weekly Rate, unless in the case of an adjustment from a Long Rate, Bond 
Counsel fails to deliver to the Notice Parties a Favorable Opinion of Bond Counsel as to such adjustment 
on the effective date of such adjustment in which case the Series 2018-C Subordinate Bonds of such Series 
will continue to bear interest at the Long Rate m effect immediately prior to such proposed adjustment in 
the Interest Rate Period, (ii) the effective date of such Weekly Rate, (iii) the name of the applicable Credit 
Facility Provider, (iv) that the Series 2018-C Subordinate Bonds of such Series are subject to mandatory 
tender for purchase on such effective date (except with respect to an adjustment from a Daily Rate to a 
Weekly Rate) and the applicable purchase price, and (v) if the Series 2018-C Subordinate Bonds of such 
Series are no longer in book-entry form, information with respect to the required delivery of bond 
certificates and payment of the purchase price under the Paying Agent Agreement.

Provisions Applicable to all Interest Modes

Notice of Adjustment. In the event that the City will elect to convert the interest rate on the Series 
2018-C Subordinate Bonds of a Series to a Daily Rate, Weekly Rate, Bond Interest Term Rates, Long Rate 
or Index Interest Rate, as described in the Paying Agent Agreement, then the written direction furnished by 
the City to the Fiscal Agent, the applicable Remarketing Agent, the Paying Agent and the applicable Credit 
Facility Provider, will be made by registered or certified mail, or by electronic-mail, telex or telecopy 
confirmed by registered or certified mail. Any such direction ofthe City will specify whether the Series of 
Series 2018-C Subordinate Bonds are to bear interest at the Daily Rate, Weekly Rate, Bond Interest Term 
Rates, the Long Rate or the Index Interest Rate and will be accompanied by a copy of the notice required 
to be given by the Paying Agent pursuant to the Paying Agent Agreement.

Applicable Adjustable Interest Rate Upon a Failure to Receive a Favorable Opinion of Bond 
CounseL In connection with any adjustment of the Series 2018-C Subordinate Bonds of a Series from a 
Daily Rate, Weekly Rate or Bond Interest Term Rates to a Long Rate or Index Interest Rate or from a Long 
Rate to a Daily Rate, Weekly Rate, Bond Interest Term Rates or Index Interest Rate, the City will cause to 
be provided to the other Notice Parties a Favorable Opinion of Bond Counsel on the effective date of such 
adjustment. In the event that Bond Counsel fails to deliver a Favorable Opinion of Bond Counsel on any 
such date, then the Interest Rate Period on the Series 2018-C Subordinate Bonds of such Series will not be 
adjusted, and the Series 2018-C Subordinate Bonds of such Series bearing interest at (i) the Daily Rate, the 
Weekly Rate or Bond Interest Term Rates will continue to bear interest at a Daily Rate, Weekly Rate or 
Bond Interest Term Rates, respectively, as in effect immediately prior to such proposed adjustment in the 
Interest Rate Period; (i i) at a Long Rate will continue to bear interest at the Long Rate in effect immediately 
prior to such proposed adjustment in the Interest Rate Period. In any event, if notice of such adjustment 
has been mailed to the Owners of the applicable Series of the Series 2018-C Subordinate Bonds as provided 
in the Paying Agent Agreement and Bond Counsel fails to deliver a Favorable Opinion of Bond Counsel 
on the effective date as described in the Paying Agent Agreement, the Series of Series 2018-C Subordinate 
Bonds will continue to be subject to mandatory purchase on the date which would have been the effective 
date of such adjustment.
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REDEMPTION OF THE SERIES 2018-C SUBORDINATE BONDS*

Redemption of the Series 2018-C Subordinate Bonds

Optional Redemption of the Series 2018-C Subordinate Bonds in the Daily Mode or the Weekly 
Mode. Any Series of Series 2018-C Subordinate Bonds in the Daily Mode or Weekly Mode are subject to 
optional redemption by the City, in whole or in part, in Authorized Denominations, on any Interest Payment 
Date during a Daily Rate Period or a Weekly Rate Period at a redemption price equal to 100% of the 
principal being redeemed plus accrued interest, if any, to such Redemption Date, without premium.

Mandatory Sinking Account Redemption of the Series 2018-C Subordinate Bonds in the Daily 
Mode or the Weekly Mode. The Series 2018 C-l Subordinate Bonds in the Daily Mode or Weekly Mode
are subject to call and redemption prior to maturity, commencing on June 1, 20_and on each June 1
thereafter, at a redemption price equal to 100% of the principal being redeemed plus accrued interest, if 
any, to the Redemption Date, from mandatory sinking account payments which have been deposited in the 
Debt Service Fund, in the principal amounts set forth below:

Redemption Date 
(June 1) Principal Amount

20 S
20
20
20
20__ (maturity)

The Series 2018 C-2 Subordinate Bonds in the Daily Mode or Weekly Mode are subject to call and
redemption prior to maturity, commencing on June 1, 20 and on each June 1 thereafter, at a redemption
price equal to 100% of the principal being redeemed plus accrued interest, if any, to the Redemption Date, 
from mandatory sinking account payments which have been deposited in the Debt Service Fund, in the 
principal amounts set forth below:

Redemption Date 
(June 1) Principal Amount

$20
20
20
20
20__ (maturity)

Mandatory sinking account payments for a Series of Series 2018-C Subordinate Bonds shall be 
reduced to the extent the City has purchased such Series of Series 2018-C Subordinate Bonds and 
surrendered such Series of Series 2018-C Subordinate Bonds to the Paying Agent for cancellation. If Series 
of Series 2018-C Subordinate Bonds have been optionally redeemed, then the amount of the Series of Series 
2018-C Subordinate Bonds so redeemed shall be credited to such future mandatory sinking account

’ Preliminary, subject to change.
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payments as may be specified by the City. A reduction of mandatory sinking account payments in any 
twelve-month period ending June 1 will reduce the principal amount of Series of Series 2018-C Subordinate 
Bonds subject to mandatory sinking account redemption on that June 1.

Selection of Series 2018-C Subordinate Bonds for Redemption in the Daily Mode or the Weekly 
Mode. In the case of redemption in part, Provider Bonds shall be selected for redemption by the Paying 
Agent prior to selecting any other Series of Series 2018-C Subordinate Bonds, and thereafter, the Paying 
Agent shall select the Series 2018-C Subordinate Bonds of a Series to be redeemed by lot.

When any of the Series 2018-C Subordinate Bonds of a Series are to be redeemed at the option of 
the City, the Paying Agent shall have first received a written notice of an Authorized City Representative 
of the exercise of such option with respect to Series 2018-C Subordinate Bonds of a Series in a Daily Mode 
or Weekly Mode, at least thirty (30) days but not more than sixty (60) days prior to the proposed 
Redemption Date. Such request shall state the proposed Redemption Date and the aggregate principal 
amount of the Series 2018-C Subordinate Bonds of a Series to be redeemed and the maturity or maturities 
from which each redemption shall be made. Such request will state whether such redemption shall be 
conditioned on a deposit of sufficient funds or if sufficient moneys will be on deposit prior to sending the 
notice of redemption as provided in below.

Notice of Redemption of Series 2018-C Subordinate Bonds in the Daily Mode or the Weekly Mode.

Notice of redemption of the Series of Series 2018-C Subordinate Bond will be given by the Paying 
Agent, with respect to Series 2018-C Subordinate Bonds of a Series in a Daily Mode or Weekly Mode, by 
Mail not less than thirty (30) nor more than sixty (60) days prior to the Redemption Date to (i) the respective 
Owners ofthe Series 2018-C Subordinate Bonds of Series designated for redemption at their addresses 
appearing on the register, (ii) the applicable Remarketing Agent, (iii) the applicable Credit Facility Provider, 
(iv) the Fiscal Agent and (v) one or more Information Services. Notice of redemption of any Series of 
Series 2018-C Subordinate Bonds will also be given by telecopy, certified, registered or overnight mail to 
the Securities Depository upon mailing of notice of redemption to the Owners and the Information Services. 
Each notice of redemption will state the date of such notice, the Redemption Date, the Redemption Price, 
the place or places of redemption (including the name and appropriate address or addresses of the Paying 
Agent), the CUSIP number, if any, of the maturity or maturities and, if less than all of such maturity, the 
distinctive certificate numbers ofthe Series 2018-C Subordinate Bonds of a Series of such maturity to be 
redeemed and, in the case of the Series 2018-C Subordinate Bonds of a Series to be redeemed in part only, 
the respective portion of the principal amount thereof to be redeemed. Each such notice will also state that 
on said date there will become due and payable with respect to each of said Series of Series 201 8-C 
Subordinate Bonds the Redemption Price thereof or of said specified portion of the principal amount thereof 
in the case of a Series 2018-C Subordinate Bonds or a Series to be redeemed in part only, and that from and 
after such Redemption Date, the related interest due with respect thereto will cease to accrue, and will 
require that such Series 2018-C Subordinate Bonds of a Series be then surrendered at the address or 
addresses of the Paying Agent specified in the redemption notice. Notice of any redemption will either (i) 
state that the proposed redemption is conditioned on there being on deposit in the applicable fund or account 
on the redemption date sufficient money to pay the full redemption price ofthe Series 2018-C Subordinate 
Bonds to be redeemed, or (ii) be sent only if sufficient money to pay the full redemption price of the Series 
2018-C Subordinate Bonds of a Series to be redeemed is on deposit in the applicable fund or account.

Failure by the Paying Agent to give notice as described under this caption to the applicable 
Remarketing Agent, the applicable Credit Facility Provider, the Owners of such Series 2018-C Subordinate 
Bonds of a Series designated for redemption or any one or more of the Information Services or Securities 
Depository or any defect in such notice will not affect the sufficiency of the proceedings for redemption.
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Partial Redemption

Upon surrender of any Series 2018-C Subordinate Bonds of a Series to be redeemed in part only, 
the Paying Agent will issue to the Owner thereof a new Series 2018-C Subordinate Bond or Bonds of such 
Series or representing the unredeemed principal amount of such Series of Series 2018-C Subordinate Bond 
surrendered.

Effect of Redemption of Series 2018-C Subordinate Bonds

If notice of redemption has been duly given as aforesaid and funds for the payment of the 
Redemption Price of the Series 2018-C Subordinate Bonds of a Series to be redeemed are held by the 
Paying Agent on the designated Redemption Date, then on the Redemption Date designated in such notice, 
the Redemption Price of the Series 2018-C Subordinate Bonds of a Series so called for redemption will 
become payable as specified in such notice; and from and after the date so designated interest due with 
respect to the Series 2018-C Subordinate Bonds of a Series or portions thereof so called for redemption will 
cease to accrue, such Series 2018-C Subordinate Bonds will cease to be entitled to any benefit, protection 
or security hereunder and the Owners of such Series 2018-C Subordinate Bonds of a Series will have no 
rights in respect thereof except to receive payment of the Redemption Price. The Paying Agent will, upon 
surrender for payment of the Series 2018-C Subordinate Bonds of a Series to be redeemed on their 
respective Redemption Dates, pay such Series of Series 2018-C Subordinate Bonds at the Redemption 
Price. If said moneys will not be available on the Redemption Date, such Series of Series 2018-C 
Subordinate Bonds will continue to bear interest until paid at the same rate they would have borne had they 
not been called for redemption. Notwithstanding the foregoing, any Provider Bonds will remain 
Outstanding until the applicable Credit Facility Provider is paid all amounts due under such Provider Bonds 
or portions thereof to be redeemed on their respective Redemption Dates. Concurrently with payment to 
the applicable Credit Facility Provider of all amounts due on Provider Bonds, the applicable Credit Facility 
Provider will surrender such Provider Bonds to the Paying Agent for cancellation.

TENDER AND PURCHASE OF THE SERIES 2018-C SUBORDINATE BONDS

Purchase of the Series 2018-C Subordinate Bonds

General The Series 2018-C Subordinate Bonds are subject to purchase upon tender by the owners 
thereof and subject to mandatory purchase pursuant to the terms of the Paying Agent Agreement and as 
described herein. The purchase price of tendered Series 2018-C Subordinate Bonds of a Series while 
bearing interest during the Daily Mode, the Weekly Mode, the Short-Term Mode and the Long Mode is 
payable from the proceeds of remarketing of the Series 2018-C Subordinate Bonds and, to the extent 
remarketing proceeds are insufficient or not available therefor, from amounts available under the applicable 
Credit Facility and thereafter from such applicable Alternate Credit Facility as may be obtained by the City 
to provide for payment of the purchase price of the applicable Series of Series 2018-C Subordinate Bonds. 
See “-Notice of Owner’s Election to Tender Series 2018-C Subordinate Bonds Deemed to be Irrevocable; 
Undelivered Bonds - Notice of Series 2018-C Subordinate Bonds Delivered for Purchase; Purchase of
Series 2018-C Subordinate Bonds” herein. The initial Credit Facility will terminate on November [_],
2021, unless extended or terminated sooner in accordance with their respective terms. See “The Credit 
Facility and Reimbursement Agreements - The Credit Facility” herein.

Optional Tender During Daily Rate Period. During any Daily Rate Period, any Series 2018-C 
Subordinate Bonds of a Series (other than a Provider Bond) will be purchased from its holder at the option 
of the holder on any Business Day that the applicable Credit Facility is in effect at a purchase price equal 
to the principal amount thereof plus accrued interest, if any, from and including the Interest Accrual Date 
immediately preceding the date of purchase through and including the day immediately preceding the date
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of purchase, unless the date of purchase will be an Interest Accrual Date, in which case at a purchase price 
equal to the principal amount thereof, payable in immediately available funds, upon delivery to the Paying 
Agent at its Corporate Trust Office and to the applicable Remarketing Agent by no later than 11:00 a.m., 
New York time, on such Business Day, of an irrevocable written notice (or a telephonic notice confirmed 
by a written notice) which states the principal amount of such Series 2018-C Subordinate Bond of a Series 
and acknowledges that the Series 2018-C Subordinate Bond of such Series will be purchased on such date.

Optional Tender During Weekly Rate Period. During any Weekly Rate Period, any Series 2018- 
C Subordinate Bonds of a Series (other than a Provider Bond) will be purchased from its holder at the 
option of the holder on any Business Day that the applicable Credit Facility is in effect at a purchase price 
equal to the principal amount thereof plus accrued interest, if any, from and including the Interest Accrual 
Date immediately preceding the date of purchase through and including the day immediately preceding the 
date of purchase, unless the date of purchase will be an Interest Accrual Date, in which case at a purchase 
price equal to the principal amount thereof, payable in immediately available funds, upon delivery to the 
Paying Agent at its Corporate Trust Office of an irrevocable written notice which states the principal amount 
of such Series 2018-C Subordinate Bond of a Series and the date on which the same will be purchased, 
which date will be a Business Day not prior to the seventh day next succeeding the date of the delivery of 
such notice to the Paying Agent. Any notice delivered to the Paying Agent after 4:00 p.m., New York time, 
will be deemed to have been received on the next succeeding Business Day.

Mandatory Tender for Purchase upon Termination, Expiration or Replacement of the Credit 
Facility. Each Series 2018-C Subordinate Bond of a Series that is subject to purchase under a Credit 
Facility will be subject to mandatory tender for purchase and will be purchased or deemed purchased as 
provided in the Paying Agent Agreement (i) on the fifth (5th) day prior to the scheduled expiration or 
termination of such Credit Facility, (ii) on the date such Credit Facility is replaced with an Alternate Credit 
Facility and (iii) on the date set forth in a notice from the applicable Credit Facility Provider to the Paying 
Agent (which date will be not less than five days after receipt of such notice by the Paying Agent) that an 
“Event of Default” has occurred under the applicable Credit Facility and directing the Paying Agent to 
cause a mandatory tender for purchase of such Series of Series 2018-C Subordinate Bonds on a date no 
later than the Business Day preceding the expiration ofthe Credit Facility caused by such Event of Default.

Notice Requirements Relating to Tender for Purchase

Notice of Mandatory Tender for Purchase. In connection with any mandatory tender for purchase 
of the Series 2018-C Subordinate Bonds of a Series in accordance with the Paying Agent Agreement, the 
Paying Agent will give notice of a mandatory tender for purchase as a part of the notice given pursuant to 
the Paying Agent Agreement. Each notice of mandatory tender for purchase will state (A) in the case of a 
mandatory tender for purchase as described in the Paying Agent Agreement the type of Interest Rate Period 
to commence on such Mandatory Purchase Date, as applicable; (B) that the purchase price of any Series 
2018-C Subordinate Bond of a Series so subject to mandatory purchase will be payable only upon surrender 
of such Series 2018-C Subordinate Bond to the Paying Agent at its Corporate Trust Office for delivery of 
such Series 2018-C Subordinate Bonds, accompanied by an instrument of transfer thereof, in form 
satisfactory to the Paying Agent, executed in blank by the holder thereof or his duly authorized attorney- 
in-fact, with such signature guaranteed by an eligible guarantor institution; (C) that, provided that moneys 
sufficient to effect such purchase have been provided through the remarketing of such Series 2018-C 
Subordinate Bonds by the applicable Remarketing Agent or through the applicable Credit Facility, all Series 
2018-C Subordinate Bonds of a Series so subject to mandatory tender for purchase will be purchased on 
the Mandatory Purchase Date, and that if any Owner of a Series 2018-C Subordinate Bond subject to 
mandatory tender for purchase will not surrender such Series 2018-C Subordinate Bond to the Paying Agent 
for purchase on such Mandatory Purchase Date, and moneys sufficient to pay the purchase price thereof 
are on deposit with the Paying Agent, then such Series 2018-C Subordinate Bond will be deemed to be an
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“Undelivered Bond”, and that no interest will accrue thereon on and after such Mandatory Purchase Date 
and that the holder thereof will have no rights under the Resolution, including the Twenty-Fifth 
Supplemental Resolution, other than to receive payment of the purchase price thereof; and (D) if moneys 
sufficient to pay the purchase price of such Series 2018-C Subordinate Bonds have not been provided to 
the Paying Agent either through the remarketing of such Series 2018-C Subordinate Bonds or from the 
applicable Credit Facility, that such Series 2018-C Subordinate Bonds will not be purchased or deemed 
purchased and will continue to bear interest as if such failed purchase will not have occurred.

In connection with any mandatory tender for purchase of any Series 2018-C Subordinate Bonds of 
a Series on the day next succeeding the last day of each Bond Interest Term, no notice will be required.

For payment ofthe purchase price of any Series 2018-C Subordinate Bonds of a Series required to 
be purchased pursuant to the Paying Agent Agreement on the date specified, such Series 2018-C 
Subordinate Bond of a Series must be delivered, at or prior to 12:00 noon (or 11:00 a.m. in the case of any 
Series 2018-C Subordinate Bond in a Daily Rate Period), New York time, on the purchase date, to the 
Paying Agent at its Corporate Trust Office for delivery of such Series 2018-C Subordinate Bonds 
accompanied by an instrument of transfer thereof, in form satisfactory to the Paying Agent, executed in 
blank by the holder thereof or his duly authorized attorney-in-fact, with such signature guaranteed by an 
eligible guarantor institution. If any such Series 2018-C Subordinate Bond of such Series is delivered after 
12:00 noon (or 11:00 a.m. in the case of any Series 2018-C Subordinate Bond of Series in a Daily Rate 
Period), New York time, on the purchase date, payment of the purchase price of such Series 2018-C 
Subordinate Bond of such Series need not be made until the Business Day following the date of delivery of 
such Series 2018-C Subordinate Bond but such Series 2018-C Subordinate Bond will nonetheless be 
deemed to have been purchased on the date specified in such notice and no interest will accrue thereon from 
and after such date.

Notice of Owner’s Election to Tender Series 2018-C Subordinate Bonds Deemed to be Irrevocable; 
Undelivered Bonds

The giving of notice to tender by an Owner of a Series of Series 2018-C Subordinate Bonds as 
provided in the Paying Agent Agreement will constitute the irrevocable tender for purchase of each such 
Series 2018-C Subordinate Bond with respect to which such notice will have been given, regardless of 
whether such Series 2018-C Subordinate Bond is delivered to the Paying Agent for purchase on the relevant 
purchase date as provided in the Paying Agent Agreement, provided that moneys sufficient to pay the 
purchase price of such Series 2018-C Subordinate Bonds are on deposit with the Paying Agent for such 
purpose. The Paying Agent may refuse to accept delivery of any Series 2018-C Subordinate Bonds of a 
Series for which a proper instrument of transfer has not been provided; such refusal, however, will not 
affect the validity of the purchase of such Series 2018-C Subordinate Bond as herein described. If any 
holder of a Series 2018-C Subordinate Bond who will have given notice of tender of purchase pursuant to 
the Paying Agent Agreement will fail to deliver such Series 2018-C Subordinate Bond to the Paying Agent 
at the place and on the applicable date and at the time specified, or will fail to deliver such Series 2018-C 
Subordinate Bond, properly endorsed, and moneys sufficient to pay the purchase price thereof are on 
deposit with the Paying Agent for such purpose, such Series 2018-C Subordinate Bond will constitute an 
Undelivered Bond. If funds in the amount of the purchase price of the Undelivered Bonds (including the 
Undelivered Bonds referred to in “Notice Requirements Relating to Tender for Purchase Notice of 
Mandatory Tender for Purchase” above) arc available for payment to the holder thereof on the date and at 
the time specified, from and after the date and time of that required delivery, (1) each Undelivered Bond 
will be deemed to be purchased and will no longer be deemed to be Outstanding under the Paying Agent 
Agreement; (2) interest will no longer accrue thereon ; and (3) funds in the amount of the purchase price of 
each such Undelivered Bond will be held by the Paying Agent for the benefit of the holder thereof (provided 
that the holder will have no right to any investment proceeds derived from such funds), to be paid on
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delivery (and proper endorsement) of such Undelivered Bond to the Paying Agent at its Corporate Trust 
Office for delivery of Series 2018-C Subordinate Bonds of a Series. Any funds held by the Paying Agent 
as described in clause (3) of the preceding sentence will be held uninvested and not commingled.

Notice of Series 2018-C Subordinate Bonds Deliveredfor Purchase; Purchase of Series 2018-C 
Subordinate Bonds. The Series 2018-C Subordinate Bonds required to be purchased in accordance with 
the Paying Agent Agreement will be purchased from the Owners thereof on the date and at the purchase 
price at which such Series 2018-C Subordinate Bonds are required to be purchased. Funds for the payment 
of such purchase price will be derived from the following sources in the following order of priority: 
(i) proceeds of the sale of such Series 2018-C Subordinate Bonds remarketed to any person (other than the 
City) pursuant to the Paying Agent Agreement and paid to the Paying Agent by the applicable Remarketing 
Agent for deposit into the applicable Remarketing Proceeds Account of the Purchase Fund; (ii) moneys 
furnished to the Paying Agent for deposit into the applicable Purchase Account of the Purchase Fund 
representing moneys received from the applicable Credit Facility Provider pursuant to the applicable Credit 
Facility; and (iii) during any Index Interest Rate Period, the City is obligated to pay the Mandatory Tender 
Purchase Price and principal amounts and interest thereon.

Other than during any Index Interest Rate Period, the City will not have any obligation to pay the 
purchase price of Series 2018-C Subordinate Bonds required to be purchased pursuant to the Paying Agent 
Agreement if the moneys from the sources described in clauses (i) and (ii) above arc insufficient to provide 
for such payment. In the event moneys on deposit with the Paying Agent are insufficient to pay the purchase 
price of the Series 2018-C Subordinate Bonds to be purchased pursuant to the Paying Agent Agreement, 
the Paying Agent will determine the Series 2018-C Subordinate Bonds tendered for purchase with respect 
to which such insufficiency exists by lot from those Series 2018-C Subordinate Bonds tendered for purchase 
and will return such Series 2018-C Subordinate Bonds to the Owners thereof together with notice of such 
insufficiency and the Owners thereof will thereafter have the right to again tender such Series 2018-C 
Subordinate Bonds of a Series for purchase to the extent provided by the Paying Agent Agreement, and no 
such insufficiency will constitute an Event of Default.

If any Series 2018-C Subordinate Bond of a Series purchased as described under this caption will 
not be presented to the Paying Agent, the Paying Agent will segregate and hold the moneys for the purchase 
price of such Series 2018-C Subordinate Bonds in trust for the benefit of the former Owners of such Series 
2018-C Subordinate Bonds, who will, except as provided in the following sentence, thereafter be restricted 
exclusively to such moneys for the satisfaction of any claim for the purchase price of such Series 2018-C 
Subordinate Bonds, and such Series 2018-C Subordinate Bonds will no longer be deemed Outstanding. 
Any moneys which the Paying Agent will segregate and hold in trust for the payment of the purchase price 
of any Series 2018-C Subordinate Bond of a Series and remaining unclaimed for two years after the date 
of purchase will be paid to the City. Alter the payment of such unclaimed moneys to the City, the former 
Owner of such Series 2018-C Subordinate Bond will look only to the City for the payment thereof, and the 
City will not be liable for any interest thereon and will not be regarded as a trustee of such moneys.

Remarketing of the Series 2018-C Subordinate Bonds

Upon notice of the tender for purchase of a Series of Series 2018-C Subordinate Bonds, the 
applicable Remarketing Agent will offer for sale and use its best efforts to sell such Series 2018-C 
Subordinate Bonds, any such sale to be made on the date of such purchase in accordance with the Paying 
Agent Agreement at the minimum interest rate available in the marketplace at a purchase price of par plus 
accmed interest thereon; provided, however, that the applicable Remarketing Agent will not remarket any 
Series 2018-C Subordinate Bonds of a Series unless a Credit Facility is then in effect with respect to such 
Series 2018-C Subordinate Bonds or unless such Series 2018-C Subordinate Bonds are being remarketed 
at the Fixed Interest Rate on the Fixed Rate Date. Each of the Remarketing Agents agrees that it will not
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sell any Series 2018-C Subordinate Bonds of a Series purchased pursuant to the Paying Agent Agreement 
to the City, or to any person who controls, is controlled by, or is under common control with, the City. In 
addition, the City agrees that it will not tender any Series 2018-C Subordinate Bond of a Series for purchase 
under a Credit Facility.

Demand for Purchase of the Series 2018-C Subordinate Bonds under the Credit Facility

By 11:00 a.m., New York Time on the purchase date, the Paying Agent is directed under 
the Paying Agent Agreement to notify the applicable Credit Facility Provider on the purchase date as to the 
aggregate purchase price of tendered Series 2018-C Subordinate Bonds of a Series required to be purchased 
by such Credit Facility Provider and to make a demand for purchase of such Series 2018-C Subordinate 
Bonds under the applicable Credit Facility in accordance with the terms of the applicable Credit Facility, 
such that the Paying Agent will have amounts sufficient to pay the purchase price plus accrued interest, if 
any, of the Series 2018-C Subordinate Bonds of a Series tendered. Upon the receipt of amounts under the 
applicable Credit Facility, the Paying Agent will deposit such purchase price in the applicable Purchase 
Account ofthe Purchase Fund. In determining the amount of any such purchase price then due, the Paying 
Agent will not take into consideration any purchase price due on any Series 2018-C Subordinate Bonds of 
a Series registered in the name of the City or any affiliate ofthe City to the extent identified to the Paying 
Agent and no demand for purchase under the applicable Credit Facility will be made to pay the purchase 
price of any Series 2018-C Subordinate Bonds of a Series registered in the name of the City or any affiliate 
of the City to the extent identified to the Paying Agent. By 3:00 p.m., New York time, the Paying Agent 
will purchase the tendered Series 2018-C Subordinate Bonds of a Series, and immediately remit to the 
applicable Credit Facility Provider such funds in the applicable Purchase Account which were not used to 
purchase the Series of Series 2018-C Subordinate Bonds tendered.

INFORMATION CONCERNING SALES OF ADJUSTABLE RATE BONDS BY
REMARKETING AGENTS

The information contained under this heading “Information Concerning Sales of Adjustable Rate 
Bonds by Remarketing Agents” has been provided by the Remarketing Agents for use in this Official 
Statement. The City does not accept any responsibility for the accuracy or completeness of the following 
information, except to the extent such information describes express provisions of the Resolution. [To be
updated by the Remarketing Agents\

The Remarketing Agents are Paid by the City

The Remarketing Agents’ responsibilities include determining the interest rate from time to time 
and remarketing Series 2018-C Subordinate Bonds that are optionally or mandatorily tendered to it by the 
beneficial owners thereof (subject, in each case, to the terms of the respective Remarketing Agreements), 
as further described in this Official Statement. The Remarketing Agents are appointed by the City and are 
paid by the City for their services. As a result, the interests of the Remarketing Agents may differ from 
those of beneficial owners and potential purchasers of Series 2018-C Subordinate Bonds.

Determination of Interest Rates by Remarketing Agents

On each rate determination date for the Series 2018-C Subordinate Bonds, the Remarketing Agents 
are required to determine the interest rate that will be effective with respect to the Series 2018-C 
Subordinate Bonds on the applicable effective date. That rate is required by the Paying Agent Agreement 
to be, based on the judgment of the Remarketing Agent, the minimum interest rate which, if borne by such 
Series 2018-C Subordinate Bonds, would enable the Remarketing Agent to sell such Series 2018-C 
Subordinate Bonds on such date of determination at a price (without regarding accrued interest) equal to
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the principal amount thereof, all determined in accordance with certain guides set forth in the Paying Agent 
Agreement. For example, while the Series 2018-C Subordinate Bonds are in a Weekly Mode, the 
Remarketing Agent will determine by Wednesday (the “Rate Determination Date” for Series 2018-C 
Subordinate Bonds in a Weekly Mode) the interest rate that will be effective on the next succeeding 
Thursday (the “Effective Date” for Series 2018-C Subordinate Bonds in a Weekly Mode) and ending on 
the next succeeding Wednesday, subject to certain exceptions. If the Series 2018-C Subordinate Bonds are 
converted to a Daily Rate Period, the Rate Determination Date and the Effective Date will be the same.

The Remarketing Agents Have Routinely Purchase Variable Rate Demand Bonds for their Own 
Accounts

Each Remarketing Agent acts as remarketing agent for a variety of variable rate demand obligations 
issued by many issuers and, in its sole discretion, has routinely purchased such obligations for its own 
account. Each Remarketing Agent is permitted, but not obligated, to purchase tendered Series 2018-C 
Subordinate Bonds for which it serves as remarketing agent for its own account and, in its sole discretion, 
may acquire such tendered Series 2018-C Subordinate Bonds in order to achieve a successful remarketing 
of such Series 2018-C Subordinate Bonds (i.e., because there otherwise are not enough buyers to purchase 
such Series 2018-C Subordinate Bonds) or for other reasons. However, the Remarketing Agent is not 
obligated to purchase Series 2018-C Subordinate Bonds for which it serves as remarketing agent, and may 
cease doing so at any time without notice, in which case it may be necessary for the Paying Agent to draw 
on the applicable Credit Facility to pay tendering Bondholders.

The Remarketing Agent may also make a secondary market in the Series 2018-C Subordinate 
Bonds for which it serves as remarketing agent by routinely purchasing and selling such Series 2018-C 
Subordinate Bonds other than in connection with an optional or mandatory tender and remarketing, Such 
purchases and sales must be at fair market value, which may be at, above, or below par. No notice period 
is required for such purchases. However, Remarketing Agents are not required to make a secondary market 
in the Series 2018-C Subordinate Bonds for which they serve as Remarketing Agent. Thus, investors who 
purchase such Series 2018-C Subordinate Bonds, whether in a remarketing or otherwise, should not assume 
that they will be able to sell their Series 2018-C Subordinate Bonds other than by tendering the Series 2018- 
C Subordinate Bonds in accordance with the tender process.

The Remarketing Agent may also sell any Series 2018-C Subordinate Bonds it has purchased to 
one or more affiliated investment vehicles for collective ownership or enter into derivative arrangements 
with affiliates or others in order to reduce its exposure to such Series 2018-C Subordinate Bonds. The 
purchase of Series 2018-C Subordinate Bonds by the Remarketing Agent may create the appearance that 
there is greater third party demand for such Series 2018-C Subordinate Bonds in the market than is actually 
the case. The practices described above also may result in fewer Series 2018-C Subordinate Bonds being 
tendered in a remarketing.

Series 2018-C Subordinate Bonds May be Offered at Prices Other Than Par

Pursuant to each Remarketing Agreement, on each Rate Determination Date, the Remarketing 
Agents are required to determine the applicable interest rate that will be effective with respect to the Series 
2018-C Subordinate Bonds on the Effective Date. That rate is required by the Paying Agent Agreement to 
be, based on the judgment of the Remarketing Agent, the minimum interest rate which, if borne by such 
Series of the Series 2018-C Subordinate Bonds, would enable the Remarketing Agent to sell such Series of 
the Series 2018-C Subordinate Bonds on such date of determination at a price (without regarding accrued 
interest) equal to the principal amount thereof, all determined in accordance with certain guides set forth in 
the Paying Agent Agreement. The interest rate will reflect, among other factors, the level of market demand 
for such Series 2018-C Subordinate Bonds (including whether the applicable Remarketing Agent is willing
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to purchase applicable Series of Series 2018-C Subordinate Bonds for its own account). There may or may 
not be Series 2018-C Subordinate Bonds tendered and rcmarketed on an Effective Date, and the 
Remarketing Agent may or may not be able to remarket any Series 2018-C Subordinate Bonds tendered for 
purchase on such date at par. The Remarketing Agents are not obligated to advise purchasers in a 
remarketing if it does not have third-party buyers for all of the Series 2018-C Subordinate Bonds at the 
remarketing price. In the event the Remarketing Agent owns such Series 2018-C Subordinate Bonds for its 
own account, in its sole discretion, it may sell such Series 2018-C Subordinate Bonds at fair market value, 
which may be at prices above or below par.

The Ability to Sell the Series 2018-C Subordinate Bonds Other Than through Tender Process May 
Be Limited

The Remarketing Agent may buy and sell Series 2018-C Subordinate Bonds which it serves as 
Remarketing Agent other than through the tender process. However, it is not obligated to do so and may 
cease doing so at any time without notice and may require holders that wish to tender their Series 2018-C 
Subordinate Bonds to do so through the Paying Agent with appropriate notice. Thus, investors who 
purchase the Series 2018-C Subordinate Bonds, whether in a remarketing or otherwise, should not assume 
that they will be able to sell their Series 2018-C Subordinate Bonds other than by tendering the Series 2018- 
C Subordinate Bonds in accordance with the tender process.

Removal or Resignation of Remarketing Agent

Under certain circumstances the Remarketing Agent may be removed or have the ability to resign 
or cease its remarketing efforts, without a successor having been named, subject to the terms of the 
Remarketing Agreement. In the event there is no Remarketing Agent for the applicable Series of Series 
2018-C Subordinate Bonds, Bondholders will be required to tender such Series 2018-C Subordinate Bonds 
to the Paying Agent, as described under “Tender and Purchase of the Series 2018-C Subordinate Bonds” 
herein. In that event, the Series 2018-C Subordinate Bonds in the Daily Rate Period or Weekly Rate Period 
will bear interest at the rate set therefor based on the Securities Industry and Financial Markets Association 
Municipal Swap Index or on 70% of the interest rate on 30-day high grade unsecured commercial paper 
notes sold through dealers by major corporations as reported in The Wall Street Journal or The Bond Buyer, 
as described under “Description of the Series 2018-C Subordinate Bonds - Interest Rate Provisions - 
Determination of Daily Rate” or “Description of the Series 2018-C Subordinate Bonds - Interest Rate 
Provisions - Determination of Weekly Rate”, as applicable. Also, remarketings of such Series 2018-C 
Subordinate Bonds will cease until a successor Remarketing Agent has been appointed and tendering 
Bondholders will be paid from draws on the applicable Credit Facility.

SECURITY AND SOURCES OF PAYMENT FOR 
THE SERIES 2018-C SUBORDINATE BONDS

Initial Credit Facility; Alternate Credit Facility

Payment of principal, purchase price and mandatory sinking fund redemption price of and interest 
on the Series 2018-C Subordinate Bonds is supported by an irrevocable direct pay letter of credit (the 
“Credit Facility”) to be issued by The Toronto-Dominion Bank, acting through its New York Branch. The 
initial Credit Facility will be issued in an amount equal to the aggregate principal amount of the outstanding
Series 2018-C Subordinate Bonds, [plus [__ ] days’ of interest at a rate of [_] percent per annum, and will

J, unless renewed, extended or terminated in accordance with its terms.]expire on [

Pursuant to the Paying Agent Agreement, the City may provide for the delivery to the Paying Agent 
of an Alternate Credit Facility which has a term of at least 360 days. Any Alternate Credit Facility delivered
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to the Paying Agent pursuant to the Paying Agent Agreement shall contain administrative provisions 
reasonably acceptable to the Paying Agent and the applicable Remarketing Agent. If at any time there will 
be delivered to the Paying Agent: (i) an Alternate Credit Facility covering the Series 2018-C Subordinate 
Bonds; (ii) a Favorable Opinion of Bond Counsel; (iii) an opinion of counsel satisfactory to the applicable 
Remarketing Agent to the effect that such Alternate Credit Facility is a valid and enforceable obligation of 
the issuer or provider thereof; and (iv) an opinion of Bond Counsel addressed to the Paying Agent and the 
applicable Remarketing Agent that no registration of the Series 2018-C Subordinate Bonds or such 
Alternate Credit Facility is required under the Securities Act of 1933, as amended (the “1933 Act”), and no 
qualification of the Paying Agent Agreement under the Trust Indenture Act of 1939, as amended (the “Trust 
Indenture Act”), is required in connection with the delivery of such Alternate Credit Facility; and there 
shall have been delivered by the Paying Agent the notices to Owners, if any, required under the Paying 
Agent Agreement; then the Paying Agent will accept such Alternate Credit Facility and, after any draws on 
the Credit Facility being replaced that are required to be honored are honored, shall promptly thereafter 
surrender the applicable Credit Facility then in effect to the applicable Credit Facility Provider for 
cancellation. See “Tender and Purchase of the Series 2018-C Subordinate Bonds - Purchase of the Series 
2018-C Subordinate Bonds - Mandatory Tender for Purchase upon Termination, Expiration or 
Replacement of the Credit Facility” herein.

Sources of Payment

All Revenues received by the City from the ownership and operation of the System (less billing 
and collection fees paid to the Department of Water and Power (“DWP”)) are deposited, after collection, 
into the SCM Fund held by the City Treasurer. The SCM Fund has been operated as a special fund of the 
City since it was created by an ordinance adopted by the City Council in 1970. For the City’s internal 
purposes, the City has also created a SCM Fund and a Sewer Capital Fund into which amounts from the 
Sewer Construction and Maintenance Fund may be transferred, and the City may create other funds into 
which Revenues are deposited or held. All of such funds are collectively referred to as the “SCM Fund,” 
and amounts in all of such funds will be held and used as the SCM Fund. All expenditures related to the 
construction, operation, maintenance and repair of the System are accounted for in the SCM Fund. Audited 
financial statements of the SCM Fund for the Fiscal Years ended June 30, 2017 and 2016 are attached as 
Appendix E hereto. The City is required to prepare annually audited financial statements of the SCM Fund.

“Revenues” means all revenues of the SCM Fund and revenues otherwise attributable to the System, 
including, but not limited to, those revenues currently arising as a result of the imposition of sewer service 
charges, industrial waste surcharge and inspection fees, sewage disposal contract charges, sewerage facility 
charges and bonded sewer fees and all other income and receipts derived by the City from the ownership 
or operation of the System or arising from the System and including amounts attributable to extensions, 
additions and improvements to the System and all other amounts received by the City in payment for 
providing wastewater collection, treatment and/or disposal services; and all earnings received from the 
investment of the SCM Fund, the Debt Service Fund (as defined in the General Resolution), the Reserve 
Fund (as defined in the General Resolution) and the Emergency Fund (as defined in the General 
Resolution); and all earnings received on the Debt Service Fund created under the Subordinate General 
Resolution, provided, however, that Revenues do not include:

(i) any amount received from the levy or collection of taxes;

(ii) amounts received under contracts or agreements with governmental or private entities and
designated for capital costs;

moneys received as grants from the United States of America or from the State of 
California or other political bodies;

(iii)
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(iv) earnings on the Construction Funds and earnings on the Construction Funds (as defined in
the General Resolution);

the proceeds of borrowings; and(v)

(vi) proceeds of insurance.

Subordinate Pledge of Revenues

To secure the payment of all Subordinate Bonds issued pursuant to the terms of the Subordinate 
General Resolution, the City has pledged, placed a second lien upon and assigned to the Owners of the 
Subordinate Bonds (1) the Revenues and (2) the Revenues held in the SCM Fund including the earnings on 
such Revenues. The City has previously pledged and assigned the Revenues and granted a lien upon the 
Revenues to secure all Senior Lien Bonds, whenever issued, including Senior Lien Bonds issued subsequent 
to the issuance of Subordinate Bonds (including the Series 2018-C Subordinate Bonds). The pledge, 
assignment and lien on the Revenues granted to secure the Senior Lien Bonds is, in all respects, prior to the 
pledge, assignment and lien granted by the Subordinate General Resolution. The Revenues, including 
Revenues held in the SCM Fund and the earnings on such Revenues, will be used first to pay the Senior 
Lien Bonds as the same become due and make current deposits into the funds held pursuant to the General 
Resolution before such Revenues will be available to pay Subordinate Bonds. This pledge of and lien upon 
the Revenues will be for the equal and proportionate benefit and security of all Subordinate Bonds issued 
under the terms of the Subordinate General Resolution, all of which, regardless of the time or times of their 
authentication and delivery or maturity, will be of equal rank without preference, priority or distinction as 
to lien or otherwise. The pledge and lien granted by the Subordinate General Resolution will remain 
effective for so long as any Subordinate Bonds are Outstanding thereunder. Amounts in the Debt Service 
Fund and Construction Fund established for any Series ofthe Subordinate Bonds are pledged to secure such 
Subordinate Bonds in accordance with the terms of the applicable Supplemental Resolution.

In the Subordinate General Resolution, the City represents and states that except for the pledge 
granted to secure the Senior Lien Bonds, the City has not previously pledged the Revenues or the SCM 
Fund nor created any lien thereon, and the City covenants that, until all the Subordinate Bonds issued under 
the provisions of the Subordinate General Resolution and the interest thereon will have been paid or are 
deemed to have been paid, it will not, except to the extent additional Senior Lien Bonds are issued under 
the terms of the General Resolution, grant any prior or parity' pledge of Revenues or the SCM Fund, or 
create or permit to be created any charge or lien on the Revenues ranking prior to or on a parity with the 
charge and lien which secures the Subordinate Bonds issued pursuant to the Subordinate General 
Resolution. The City will not, by the provisions of the Subordinate General Resolution, be restricted or 
limited in its ability to issue additional Senior Lien Bonds, all of which will rank prior to the Subordinate 
Bonds with respect to the pledge of, lien on Mid assignment of the Revenues. The City may create or permit 
to be created a charge or lien on the Revenues ranking junior and subordinate to the charge and lien which 
secures the Subordinate Bonds issued pursuant to the Subordinate General Resolution.

No Reserve for Subordinate Bonds

No reserve is established for the Subordinate Bonds, including the Series 2018-C Subordinate 
Bonds. Under the terms of the General Resolution, a Reserve Fund is required to be created and funded in 
an amount equal to Maximum Annual Debt Service on all Senior Lien Bonds issued and Outstanding under 
the General Resolution. Moneys held in the Reserve Fund may not be used to pay the principal of, premium, 
if any, and interest on the Series 2018-C Subordinate Bonds.
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No Pledge of Refundable Credits

The City previously issued $177,420,000 aggregate principal amount of the Series 2010-A Senior 
Lien Bonds (the “Series 2010-A Senior Lien Bonds'’) and designated such bonds as “Build America Bonds” 
under the provisions of the American Recovery and Reinvestment Act of 2009. The City previously issued 
$89,600,000 aggregate principal amount of Wastewater System Revenue Bonds Series 2010-B (the “Series 
2010-B Senior Lien Bonds”) and designated such bonds as “Recovery Zone Economic Development 
Bonds” (together with the Build America Bonds, the “Direct Subsidy Bonds”) under the provisions of the 
American Recovery and Reinvestment Act of 2009. Prior to March 1, 2013, the City received periodic 
payments (“Refundable Credits”) from the United States Treasury equal to 35% of the interest payable on 
the Series 2010-A Senior Lien Bonds and periodic Refundable Credits from the United States Treasury 
equal to 45% of the interest payable on the Series 2010-B Senior Lien Bonds. As a result of the Sequester 
(herein defined) described under “Risk Factors - Effect of Federal Sequestration on Refundable Credits,” 
the City expects to receive an estimated $365,267 reduction in Refundable Credits in connection with the 
Series 2010-A Senior Lien Bonds and the Series 2010-B Senior Lien Bonds for the current federal fiscal 
year ending September 30,2019. Until further action is taken by the United States Congress, Sequestration 
will continue and there could be additional reductions for future years.

The Refundable Credits constitute amounts payable by the Federal government under Section 6431 
of the Code, and which, in the case of the Series 2010-A Senior Lien Bonds, the City has elected to receive 
under Section 54AA(g)(l) of the Code. All of the Refundable Credits received by the City are to be 
deposited upon receipt into the debt service account established with respect to the Series 2010-A Senior 
Lien Bonds and the Series 2010-B Senior Lien Bonds to which they relate, and are pledged to the payment 
of the Series 2010-A Senior Lien Bonds and the Series 2010-B Senior Lien Bonds only. The Refundable 
Credits are not pledged to the payment of the Series 2018-C Subordinate Bonds. On April 25, 2017, the 
City amended each of the Resolutions to provide for an offset to the debt service on the Direct Subsidy 
Bonds and a corresponding offset to Revenues in the amount of the Refundable Credits. See “ Amendment 
to the Resolutions Relating to the Refundable Credits” and “Risk Factors - Effect of Federal Sequestration 
on Refundable Credits” herein.

Subordinate Bonds Rate Covenant

The City covenants in the Subordinate General Resolution that it will at all times while any 
Subordinate Bonds remain Outstanding, establish, fix, prescribe and collect rates, fees and charges in 
connection with the use of the System so that Revenues for each Fiscal Year will be at least sufficient to 
pay the following amounts: (1) the interest on and principal of the Outstanding Senior Lien Bonds and 
Subordinate Bonds as they become due and payable; (2) all other payments required for compliance with 
the terms of the Senior Lien Resolution and the Subordinate General Resolution and of any Supplemental 
Resolutions issued thereunder; (3) all other payments to meet any other obligations of the City which are 
charges, liens, or encumbrances upon, or payable from, the Revenues; and (4) all current operation and 
maintenance costs of the System (but not including such operation and maintenance costs as are scheduled 
to be paid by the City from moneys other than Revenues, such moneys to be clearly available for such 
purpose). The City further agrees that it will establish, fix, prescribe and collect rates, fees and charges in 
connection with the use of the System so that during each Fiscal Year the Net Revenues arc equal to at least 
110 percent of the actual debt service becoming due on Outstanding Senior Lien Bonds and Subordinate 
Bonds in such year provided that for such purposes, the principal amount of Senior Lien Bonds and 
Subordinate Bonds becoming due in such year which is paid from the proceeds of other borrowings shall 
not be included as debt service becoming due in such year.
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Additional Subordinate Bonds

As a condition to the issuance of any additional Subordinate Bonds, the City will first be required 
to obtain a certificate or certificates prepared by a Consultant or by Consultants showing that the Net 
Revenues for the immediately preceding Fiscal Year or for any 12 consecutive months out ofthe 18 
consecutive months immediately preceding the issuance of the proposed Subordinate Bonds were at least 
equal to 110 percent of the Maximum Annual Debt Service for all Senior Lien Bonds and Subordinate 
Bonds which will be Outstanding immediately after issuance of the proposed Subordinate Bonds. For 
purposes of preparing the certificate or certificates described above, the Consultant or Consultants may rely 
upon financial statements prepared by the City that have not been subject to audit by an independent 
certified public accountant if audited financial statements for the Fiscal Year or period are not available.

For purposes of the computations to be made as described in the preceding paragraph, the 
determination of Net Revenues may take into account any increases in rates and charges which relate to the 
System and will take into account any reductions in such rates and charges, which increases or decreases 
have been authorized by the City to be implemented and which will be effective prior to or at the time of 
issuance of such proposed Subordinate Bonds.

Except as described in the last sentence of this paragraph, the certificate or certificates described 
above will not be required if the Subordinate Bonds being issued are for purposes of refunding the 
Outstanding Senior Lien Bonds or Subordinate Bonds, and if at the time ofthe issuance of such Subordinate 
Bonds, a certificate of an Authorized City Representative will be delivered showing that Maximum Annual 
Debt Service on all Senior Lien Bonds and Subordinate Bonds Outstanding after the issuance of the 
refunding Subordinate Bonds will not exceed Maximum Annual Debt Service on all Senior Lien Bonds and 
Subordinate Bonds Outstanding prior to the issuance of such Subordinate Bonds. The exception provided 
by this paragraph will not apply with respect to Subordinate Bonds not constituting part of a Commercial 
Paper Program issued to refund Subordinate Bonds constituting part of a Commercial Paper Program unless 
the authorized principal amount of the Commercial Paper Program is reduced by an amount equal to the 
Subordinate Bonds refunded.

If any of the Outstanding Series of Subordinate Bonds or Senior Lien Bonds constitutes Variable 
Rate Indebtedness, or if Subordinate Bonds proposed to be issued would constitute Variable Rate 
Indebtedness for purposes of the Subordinate General Resolution only (except as otherwise provided in the 
Subordinate General Resolution), such Subordinate Bonds or Senior Lien Bonds will be assumed to bear 
interest at the rate quoted in The Bond Buyer Revenue Bond Index for the last week of the month preceding 
the date of calculation of Maximum Annual Debt Service, as published in The Bond Buyer, or if that index 
is no longer published, another similar index selected by the City, or if the City fails to select a replacement 
index, an interest rate equal to 80% of the yield for outstanding United States Treasury bonds having an 
equivalent maturity as the then Outstanding Subordinate Bonds or Senior Lien Bonds for which the interest 
rate is to be assumed or having an equivalent maturity as the additional Subordinate Bonds proposed to be 
issued, or if there are no such Treasury bonds having equivalent maturities, 100% of the lowest prevailing 
prime rate of any of the five largest commercial banks in the United States ranked by assets.

Additional Senior Lien Bonds

In addition to the Existing Senior Lien Bonds, the City may authorize one or more other series of 
Additional Senior Lien Bonds which are secured by the pledge of Revenues made under the General 
Resolution equally and ratably with Senior Lien Bonds previously issued. See Appendix C - “Summary of 
Certain Provisions of the Resolutions” attached hereto.
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Flow of Funds Under the General Resolution and the Subordinate General Resolution

The SCM Fund. The City has agreed under the General Resolution that so long as any Bonds 
remain Outstanding it will continue to maintain the SCM Fund or another special fund or special funds into 
which all Revenues will be deposited and any and all such funds into which Revenues are deposited by the 
City shall be maintained and the amounts therein held and used as provided in the General Resolution.

Pursuant to the General Resolution, the City has agreed that it will deposit all Revenues (except the 
earnings on the Debt Service Fund (as defined in the General Resolution) created and held under the General 
Resolution and the Reserve Fund (as defined in the General Resolution) created and held under the General 
Resolution for which the special provision is made in the General Resolution and except for the earnings 
on funds created and held under Supplemental Resolutions for which special provision may be made) as 
collected, into the SCM Fund. All Revenues in the SCM Fund shall be held by the City in trust and applied 
as provided in the General Resolution, and pending such application, such amounts shall be subject to a 
lien and charge in favor of the Flolders of the Bonds issued and Outstanding under the General Resolution.

Payment of Operation and Maintenance Expenses. Prior to making deposits into the Debt Service 
Fund, Reserve Fund or Emergency Fund, Revenues on deposit to the credit of the SCM Fund will be used 
to pay or provide for the ordinary and reasonable expenses of the operation and maintenance of the System 
when such amounts become due in the ordinary course of business, including, without limitation, refunds, 
the reasonable expenses of management, and repair and other expenses necessary to maintain and preserve 
the System in good repair and working order.

Deposits to the Debt Service Fund, Reserve Fund and Emergency Fund Under the General 
Resolution. On or before the twenty-fifth day of each month, the City must withdraw from the SCM Fund 
an amount sufficient to make the deposits described in (a), (b) and (c) below and to deposit such amount to 
the credit of the following funds and in the priority listed. If in any month available moneys are insufficient 
to make all of such deposits, moneys will be deposited first to the Debt Service Fund and, thereafter, to the 
Reserve Fund and, thereafter, to the Emergency Fund. Deposits from the SCM Fund are required to be 
made as follows:

to the credit of the Debt Service Fund, an amount equal to the Aggregate Accrued Interest 
and Aggregate Accrued Principal for the current calendar month, less any Excess in the fund on the first 
day of the month, plus any Deficiency existing on the first day of such calendar month, plus any amount of 
interest or principal on Bonds which has become due and has not been paid and for which there are 
insufficient funds in the Debt Service Fund or another special fund or account to be used to make such 
payment;

(a)

to the credit of the Reserve Fund, the following amounts, if any: (i) if, as of the most recent 
valuation of the Reserve Fund, the value thereof was less than the Reserve Fund Requirement and the 
amount of such deficiency has not previously been restored, then commencing with the first month of the 
first Fiscal Year following such valuation and continuing until such deficiency has been eliminated (which 
may be by subsequent valuation), one-twelfth of the difference between the Reserve Fund Requirement and 
the value of the Reserve Fund on such valuation date, plus (ii) if any amount has been withdrawn from the 
Reserve Fund during the preceding 12 months to prevent a default on the Bonds or to make a deposit into 
the Rebate Fund and the Reserve Fund has not subsequently been restored to the Reserve Fund 
Requirement, an amount equal to one-twelfth of the amount so withdrawn, plus (iii) if any Bonds have been 
issued during the preceding 12 months and, at the time of such issuance, the City did not deposit into the 
Reserve Fund the full amount necessary to increase the amount in the Reserve Fund to the Reserve Fund 
Requirement and the amount of such deficiency has not previously been deposited into the Reserve Fund, 
an amount equal to one-twelfth of the difference between the Reserve Fund Requirement due upon the

(b)
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issuance of such series of Bonds and the amount deposited into the Reserve Fund at the time of issuance;
and

to the credit of the Emergency Fund, the following amounts, if any: (i) if, as of the most 
recent valuation of the Emergency Fund, the value thereof was less than the Emergency Fund Requirement 
and the amount of such deficiency has not previously been restored then commencing with the first month 
of the first Fiscal Year following such valuation and continuing until such deficiency has been eliminated 
(which may be by subsequent valuation), one-twelfth of the difference between the Emergency Fund 
Requirement and the value of the Emergency Fund on such valuation date, plus (ii) if any amount has been 
withdrawn from the Emergency Fund during the preceding 12 months to pay expenses arising from an 
emergency or a liability claim and the Emergency Fund has not subsequently been restored to the 
Emergency Fund Requirement, one-twelfth of the amount so withdrawn.

(c)

Deposit of Revenues to Funds and Accounts Under the Subordinate General Resolution. So long 
as the requirements set forth below are met, the City may, at any time, as provided by Supplemental 
Resolution, withdraw amounts from the SCM Fund to make deposits to the debt service funds and reserve 
funds created under Supplemental Resolutions or otherwise to make payments or provide for payments on 
Subordinate Bonds. The foregoing provisions are, however, restricted to the extent that no amount will be 
withdrawn from the SCM Fund to make deposits to funds created under Supplemental Resolutions or 
otherwise make payments or provide for payments on Subordinate Bonds unless:

(a) all operation and maintenance expenses are being or have been paid as they become due;

the monthly deposits to be made into the Debt Service Fund, the Reserve Fund and the 
Emergency Fund (each such fund as defined in and held under the General Resolution) for all prior months 
have been made in full and no deficiency exists with respect to the Debt Service Fund under the General 
Resolution;

(b)

the amounts which are or will be required to be deposited into the Debt Service Fund, the 
Reserve Fund and the Emergency Fund (each as defined in the General Resolution) and held under the 
General Resolution during the then current calendar month have been deposited into such funds or such 
amounts are segregated within the SCM Fund to be used to make such deposits prior to the withdrawal or 
use of funds for the purpose of paying or providing for the payment of Subordinate Bonds; and

(c)

after any such withdrawal or segregation as provided in (c) above and after the withdrawal 
for the purpose of paying or providing for the payment of Subordinate Bonds, there will remain in the SCM 
Fund an amount at least equal to the amount reasonably estimated by the City to be needed to provide for 
the System’s operation and maintenance expenses during the next 45 days.

(d)

So long as the conditions (a), (b), (c), and (d) above are met, then the City may at any time and, 
subject to the conditions set forth above, shall, as required by Supplemental Resolutions, withdraw from 
the SCM Fund such amounts as are needed to pay debt service on Subordinate Bonds and fulfill other 
funding requirements contained in Supplemental Resolutions under which Subordinate Bonds have been 
issued.

Moneys Remaining in the SCM Fund. In addition to paying operation and maintenance expenses 
and making the deposits to the Debt Service Fund, Reserve Fund and Emergency Fund, amounts in the 
SCM Fund may, from time to time, be used to pay capital expenses of the System or may be used for any 
other lawful purpose related to the System, but if and only if all of the following conditions are met prior 
to any such withdrawal:
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(a) all operation and maintenance expenses are being or have been paid as they become due;

the monthly deposits to be made pursuant to certain provisions of the General Resolution 
for all prior months have been made in full and no Deficiency (as defined in the General Resolution) exists 
with respect to the Debt Service Fund as defined in and created under the General Resolution; and all 
payments to be made to pay or provide for payment of Subordinate Bonds under the terms of Supplemental 
Resolutions which payments have become due have been paid in full and no deficiency then exists in any 
Debt Service Fund or Reserve Fund;

(b)

the amounts which are or will be required to be deposited pursuant to certain provisions of 
the General Resolution during the then current calendar month are deposited as provided in the General 
Resolution or such amounts are segregated with the SCM Fund to be used to make such deposits prior to 
the withdrawal or use of funds for other purposes under this paragraph; and all amounts to be paid on the 
Subordinate Bonds or otherwise required under the terms of Supplemental Resolutions to be deposited to 
provide for the payment of Subordinate Bonds during the then current calendar month have been paid or 
deposited or such amounts (which may be an estimated amount deemed appropriate by the City) are 
segregated within the SCM Fund to be used to make such deposits prior to the withdrawal or use of funds 
for other purposes under this paragraph; and

(c)

after such withdrawal, there will remain in the SCM Fund an amount at least equal to the 
amount reasonably estimated by the City to be needed to provide for the System’s operation and 
maintenance expenses during the next 45 days.

(d)

Any amounts in the SCM Fund which are not Revenues may be withdrawn at any time and without 
restriction and such amounts may be withdrawn without regard to the requirements of the preceding 
paragraph, it being the intent of the General Resolution and the Subordinate General Resolution, that the 
various funds described in the General Resolution and the Subordinate General Resolution, respectively, 
and the balances required to be maintained in the SCM Fund are to be maintained from the Revenues.

Books and Accounts

The City prepares annual financial statements of the SCM Fund in accordance with generally 
accepted accounting principles which are audited by an independent certified public accountant. See 
Appendix E - “City of Los Angeles Sewer Construction and Maintenance Fund Financial Statements and 
Required Supplementary Information for the Fiscal Years ended June 30,2017 and 2016 (With Independent 
Auditor’s Report Thereon) and Debt Service Compliance Report for the Fiscal Year ended June 30, 2017 
(With Independent Auditor’s Report Thereon)” attached hereto. The City will make the financial statements 
available for examination by any Bondholder or any Beneficial Owner and will furnish a copy ofthe 
financial statements to any Bondholder or any Beneficial Owner upon request. The City may charge a fee 
to cover the cost of copying.

The City is also required to prepare and adopt a budget for the SCM Fund annually prior to the 
beginning of the Fiscal Year and a five-year capital plan or capital budget setting forth in reasonable detail 
the amount expected to be expended in each year for capital needs of the System and the purposes for which 
such amounts are expected to be expended.

Operation and Maintenance of the System

The City covenants that it will maintain and preserve the System in good repair and working order, 
in conformity with standards customarily followed for municipal wastewater systems of like size and 
character. The City also covenants that it will from time to time make all necessary and proper repairs,
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renewals, replacements and substitutions to the properties of the System, so that at all times business carried 
on in connection with the System will and can be properly and advantageously conducted in an efficient 
manner and at reasonable cost.

Emergency Fund

In 1987, the City established an Emergency Fund in connection with the issuance ofthe initial 
series of Bonds and deposited therein $5 million. The City has never withdrawn money from the Emergency 
Fund and the Emergency Fund is currently funded at its original amount of $5 million. Amounts in the 
Emergency Fund may be used by the City, if other funds are not readily available and sufficient, to pay 
extraordinary and unexpected repair or replacement expenses of the System or liability claims related to 
the System. Amounts will be withdrawn from the Emergency Fund only after delivery to the Treasurer of 
a certificate signed by an Authorized City Representative stating that an extraordinary and unexpected event 
has occurred or that an amount is due as a result of a liability claim, that the expense resulting from such 
event or the claim which is to be paid is in excess of $500,000, that other funds are not readily available to 
pay such expense or claim, and that the expenditure of such funds has been duly authorized in accordance 
with City procedures. The Treasurer will annually, on or about January 15 of each year, and at such other 
times as the City deems appropriate, value the Emergency Fund on the basis of the market value thereof. 
If, upon any valuation of the Emergency Fund, the value thereof is less than the Emergency Fund 
Requirement or if the City withdraws funds from the Emergency Fund and such withdrawal reduces the 
balance in such fund below the Emergency Fund Requirement, then deposits shall be made into the 
Emergency Fund from the SCM Fund as provided in the General Resolution. Such deposits will be made 
after deposits to the Debt Service Fund and Reserve Fund pursuant to the General Resolution and prior to 
the withdrawal or use of funds for the purpose of paying or providing for the payment of Subordinate Bonds. 
See “Security and Sources of Payment for the Series 2018-C Subordinate Bonds - Flow of Funds Under 
the General Resolution and the Subordinate General Resolution” herein.

Insurance and Condemnation

The City agrees that it will maintain commercial insurance or provide a self-insurance reserve 
against loss or damage to the System from fire, storm or other causes to the extent that such insurance or 
reserves are customary for sewer systems in metropolitan areas. However, the City is not required to 
maintain insurance against earthquake damage if it determines that earthquake insurance is not available 
on the open market, from reputable companies at a reasonable price. The City does not currently maintain 
earthquake insurance on the System and does not anticipate obtaining such coverage in the future. The City 
is not required to maintain liability insurance or self-insurance reserves in lieu of liability insurance m any 
period for which the City agrees to hold the SCM Fund harmless from all general, automobile, and public 
liability claims filed during such period.

The City carries commercial insurance with an equipment breakdown limit of $1 billion (policy 
limit) for loss to boiler and machinery, excluding damage caused by earthquake and flood. The deductible 
for this policy is $100,000 and is paid from amounts in the SCM Fund. The City carries all risk property 
coverage with limits of $1 billion for damage to real and personal property, excluding damage caused by 
earthquake and flood. The deductible for this policy is $100,000 which is covered by the SCM Fund. The 
City carries property terrorism coverage with limits of $200 million for certified acts of terrorism. The 
deductible for this policy is $100,000 and is paid from amounts in the SCM Fund.

The General Resolution provides that the proceeds of any property damage insurance will be 
applied to the restoration, replacement or reconstruction of the property or facility lost or damaged, unless 
the City determines that such property or facility is not necessary to the efficient or proper operation of the 
System and therefore determines not to restore, replace or reconstruct such property or facilities. Any
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proceeds of such insurance not applied to restoration, replacement or reconstruction or remaining after such 
work is completed will be deposited in the SCM Fund and be available for other proper uses of funds 
deposited in the SCM Fund. Proceeds of any liability insurance will be applied by the City in satisfaction 
of the applicable claim. If the City has elected to self-insure its property damage risks, then, unless the City 
determines not to restore, replace or reconstruct such property or facilities, amounts in the self-insurance 
fund will be withdrawn and used to restore, replace or reconstruct the property or facility lost or damaged 
as a result of a casualty for which such fund was created. If the City has elected to self-insure its liability 
risk, then amounts in the self-insurance fund of the SCM Fund will be withdrawn and applied in satisfaction 
of claims arising as a result of events for which such fund was created.

The General Resolution provides that if any property or facilities comprising part of the System 
will be taken through the exercise of the power of eminent domain, the C ity will 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 that such property or facility is not necessary to the efficient or proper operation of the 
System and therefore determines not to replace such property or facilities. Any proceeds of such award not 
applied to replacement or remaining after such work has been completed will be deposited in the SCM 
Fund and be available for other proper uses of funds deposited in the SCM Fund.

Amendment to the Resolutions Relating to the Refundable Credits

On April 25,2017, the City amended each ofthe Resolutions to provide for an offset to debt service 
on the Direct Subsidy Bonds and a corresponding offset to Revenues in the amount of the Refundable 
Credits (the amendments being referenced herein as the “Refundable Credits Amendments”). The 
Resolutions, as amended, provide that (i) for the purpose of calculating Maximum Annual Debt Service, in 
determining the amount of interest coming due during any twelve-month period ending June 30 on any 
Series of Subordinate Bonds or Senior Lien Bonds, as applicable, that were issued as Build America Bonds 
or Recovery Zone Economic Development Bonds, such amount shall be reduced by an amount equal to the 
Refundable Credits the City is scheduled to receive with respect to such Subordinate Bonds issued as Direct 
Subsidy Bonds or Senior Lien Bonds issued as Direct Subsidy Bonds, as applicable, during each such 
twelve-month period ending June 30 (and to avoid double counting, an equivalent amount shall be deducted 
from Revenues for the purpose of such calculation); and (ii) with respect to the Rate Covenant, for the 
purpose of calculating actual debt service becoming due on Outstanding Senior Lien Bonds (in the case of 
the amendment to the General Resolution), or Outstanding Senior Lien Bonds and Subordinate Bonds (in 
the case of the amendment to the Subordinate General Resolution), in determining the amount of interest 
coming due during any twelve-month period ending June 30 on any Series of Subordinate Bonds or Senior 
Lien Bonds, as applicable, that were issued as Direct Subsidy Bonds, such amount shall be reduced by an 
amount equal to the Refundable Credits the City is scheduled to receive with respect to Subordinate Bonds 
or Senior Lien Bonds, as applicable, during each such twelve-month period ending June 30 (and to avoid 
double counting, an equivalent amount shall be deducted from Revenues for the purpose of such 
calculation). See Appendix C - “Summary of Certain Provisions of the Resolutions” attached hereto.

THE CREDIT FACILITY AND REIMBURSEMENT AGREEMENT

The Credit Facility will he issued pursuant to the Reimbursement Agreement. The following 
summarizes certain provisions of the Credit Facility and Reimbursement Agreement. Reference is made to 
the entire documents for the complete provisions thereof. Capitalized terms used below without definition 
shall have the meanings ascribed to them in the Credit Facility.
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The Credit Facility

[To be revised by Chapman] The Credit Facility is available to pay the principal and purchase price
of and interest on the Series 2018-C Subordinate Bonds. The Credit Facility expires on November [_],
2021, unless terminated earlier in accordance with the provisions thereof or unless otherwise extended. The 
Stated Amount under the Credit Facility on the date of delivery of the Series 2018-C Subordinate Bonds 
shall include interest accruing during a period of [
applicable Series 2018-C Subordinate Bonds (based on a 365-day year), at an interest rate of L 
per annum.

] (_) days on the principal amount of the
J (_%)

The Stated Amount of each Credit Facility will be reduced upon receipt by the Credit Facility 
Provider of a certificate from the Paying Agent certifying that a specified amount of Series 2018-C 
Subordinate Bonds has been paid and discharged or is deemed to have been paid and discharged within the 
meaning of the Paying Agent Agreement. After any drawing by the Paying Agent under the applicable 
Credit Facility in respect of a payment ofthe purchase price of the applicable Series 2018-C Subordinate 
Bonds upon optional tender by the registered holder thereof, (a) the Principal Portion of the Stated Amount 
of the applicable Credit Facility will be automatically reduced by the principal amount of the applicable 
Series 2018-C Subordinate Bonds to be purchased with the proceeds of such drawing and (b) the Interest 
Portion of the Stated Amount of the applicable Credit Facility shall be automatically reduced. Following 
the remarketing of the applicable Series 2018-C Subordinate Bonds purchased with the proceeds of such a 
drawing and receipt by the applicable Credit Facility Provider of the certificate required under the 
applicable Credit Facility, then: (i) the Principal Portion of the Stated Amount of the applicable Credit 
Facility shall be reinstated by the principal amount of Bonds remarketed and (ii) the Interest Portion of the 
Stated Amount of the applicable Credit Facility shall be reinstated, as set forth in the applicable Credit 
Facility.

The Reimbursement Agreement

Events of Default The occurrence and continuance of one or more of the following events shall 
constitute an event of default under the Reimbursement Agreement. Reference is made to the 
Reimbursement Agreement for a complete listing of all Events of Default.

The City shall fail to pay when due (i) the amount of any Drawing; (ii) the principal of any 
Liquidity Advance or any Term Loan; (iii) the interest on any Liquidity Advance or any Term Loan, and 
such default shall continue unremedied for two (2) Business Days, or (iv) any other amount payable under 
the Reimbursement Agreement, and such default shall continue unremedied for five (5) days; or

(a)

The City shall (i) default in the due performance or observance by it of any Incorporated 
Provision or certain terms, covenants or agreements contained in the Reimbursement Agreement, including
(a) the failure to furnish or cause to furnish certain reports and other information to the Credit Facility 
Provider, (b) the failure to maintain its existence, (c) amending or supplementing the City Related 
Documents, (d) dismissing or replacing the Paying Agent without the Credit Facility Provider’s 
confirmation, (e) seeking or requesting an optional redemption of Series 2018-C Subordinate Bonds unless 
the City has on hand immediately available funds sufficient to reimburse the Credit Facility Provider for 
any Drawing made, (f) improper use of proceeds, (g) actions affecting the pari passu ranking of the 
Obligations with the Series 2018-C Subordinate Bonds, or (h) an action or omission that would adversely 
affect the tax-exempt status ofthe Series 2018-C Subordinate Bonds; (ii) default in the due performance or 
observance by it of certain terms, covenants or agreements contained in the Reimbursement Agreement, 
including the City’s failure to furnish or cause to furnish to the respective Credit Facility Provider (a) an 
annual comprehensive financial statement of the City, (b) a certificate of an Authorized City Representative 
stating whether there exists on the date of such certificate any Event of Default, (c) a report on any litigation,

(b)
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arbitration or governmental proceeding pending against the City in respect of the System or a change or 
amendment to the Charter or the City Administrative Code, (d) a copy of each annual budget for the 
System, (e) a copy of any non-routine notice, certification, demand or other non-routine writing or 
communication If om the Paying Agent, (f) disclosure documents publicly distributed in connection with 
any issue of Subordinate Bonds pursuant to the Subordinate General Resolution, (g) a notice of any change 
in, or the withdrawal of, any Rating, or (h) such additional information (including, without limitation, 
management letters) regarding the financial position, results of operations, business or prospects of the City 
as the Credit Facility Provider may reasonably request, and such default shall continue unremedied for a 
period of five (5) days; or (iii) default in the due performance or observance by it of any other term, covenant 
or agreement under the Reimbursement Agreement (other than those referred to in (a), (b)(i) and (b)(ii) 
under this subcaption The Reimbursement Agreement”) and such default shall continue unremedied for 
a period of 30 days after written notice to the City by the Credit Facility Provider; or

Any representation, warranty, certification or statement made or deemed made by the City 
in the Reimbursement Agreement, any City Related Document or in any certificate, financial statement or 
other document delivered to the Credit Facility Provider pursuant to the Reimbursement Agreement shall 
prove when made or deemed made, in the reasonable judgment ofthe Credit Facility Provider, to have been 
inaccurate and misleading in any material respect; or

(c)

The City shall (i) default in any payment of any Debt payable from Revenues which, 
individually or in the aggregate, exceeds $10,000,000 (“Material Debt”) beyond the period of grace (not to 
exceed 30 days), if any, provided in the instrument or agreement under which such Material Debt was 
created, or (ii) default in the observance or performance of any agreement or condition relating to any 
Material Debt contained in any instrument or agreement evidencing, securing or relating thereto, or any 
other event shall occur or condition exist, the effect of which default or other event or condition is to cause, 
or to permit the holder or holders of any Material Debt (or a Paying Agent or agent on behalf of such holder 
or holders) to cause, with the giving of notice if required, such Material Debt to become due prior to its 
stated maturity; or (iii) any Material Debt shall be declared to be due and payable, or required to be prepaid 
other than by a regularly scheduled required prepayment, prior to the stated maturity thereof; or

(d)

The City shall commence a voluntary case or other proceeding seeking liquidation, 
reorganization or other relief with respect to itself or its debts under any bankruptcy, insolvency or other 
similar law now or hereafter in effect or seeking the appointment of a Paying Agent, receiver, liquidator, 
custodian or other similar official of itself or any substantial part of its property, or shall consent to any 
such relief or to the appointment of or taking possession by any such official in an involuntary case or other 
proceeding commenced against it, or shall make a general assignment for the benefit of creditors, or shall 
fail generally, or in the reasonable judgment ofthe Credit Facility Provider be unable, to pay its debts as 
they become due, or shall take any action to authorize any ofthe foregoing; or

(c)

An involuntary case or other proceeding shall be commenced against the City seeking 
liquidation, reorganization or other relief with respect to it or its debts under any bankruptcy, insolvency or 
other similar law now or hereafter in effect or seeking the appointment of a Paying Agent, receiver, 
liquidator, custodian or other similar official of it or any substantial part of its property and such case or 
proceeding is not controverted within 30 days and dismissed within 60 days; or an order for relief shall be 
entered against the City under the federal bankruptcy laws as now or hereafter in effect; or

(f)

A court of competent jurisdiction shall enter a final and non-appealable judgment, order or 
decree declaring any obligation ofthe City contained in the Reimbursement Agreement or any City Related 
Document to be invalid, not binding or unenforceable against the City; or

(g)
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A moratorium shall have been declared or announced by a Governmental Authority 
(whether or not in writing) with respect to any Debt of the City; or

(h)

(i) Dissolution or termination of the existence of the City; or

A judgment or order for the payment of money in excess of $10,000,000 and for which 
insurance proceeds shall not be available shall be rendered against the City and payable from Revenues and 
such judgment or order shall continue unstayed, unbonded or unsatisfied for a period of 150 days; or

G)

Any of the funds or accounts established pursuant to the Subordinate General Resolution 
or any funds or accounts on deposit, or otherwise to the credit of, such funds or accounts shall become 
subject to any stay, writ, judgment, warrant of attachment, execution or similar process by any of the 
creditors ofthe City and such stay, writ, judgment, warrant of attachment, execution or similar process shall 
not be released, vacated or stayed within fifteen (15) days after its issue or levy; or

(k)

Any pledge or security interest created by the Reimbursement Agreement or any Related 
Document to secure any amount due by the City under the Reimbursement Agreement or with respect to 
the Series 2018-C Subordinate Bonds shall fail to be fully enforceable with the priority required under the 
Reimbursement Agreement or under any Related Document; or

(1)

Any event which materially and adversely affects the financial condition of the System or 
the ability of the City to observe and perform its obligations under the Reimbursement Agreement and the 
City Related Documents shall have occurred and be continuing; or

(m)

The withdrawal or suspension for credit-related reasons by any Rating Agency that is at 
the time rating any long-term unenhanced Debt of the City payable from Revenues that is senior in right of 
payment to, or on a parity with, the Series 2018-C Subordinate Bonds of its long-term rating with respect 
to such Debt; or (ii) the downgrade by any such Rating Agency of its long-term rating with respect to any 
such Debt to a level below “BBB-” (or its equivalent) in the case of Fitch, “BBB-” (or its equivalent) in the 
case of S&P or “Baa3” (or its equivalent) in the case of Moody’s; or

(n)

There shall have been rendered a determination that interest on any of the Series 2018-C 
Subordinate Bonds is includable in the gross income of the Beneficial Owners thereof for Federal income 
tax purposes, as a result of the entry of any decree or judgment by a court of competent jurisdiction, or the 
taking of any official action by the Internal Revenue Service, whether or not such decree, judgment or 
action is appealable or deemed to be final under applicable procedural law, or delivery to the City, the 
Credit Facility Provider and the Paying Agent of an opinion of nationally recognized bond counsel selected 
by the Credit Facility Provider and reasonably acceptable to the City and the Paying Agent to the effect that 
the interest borne by the Series 2018-C Subordinate Bonds is includable in the gross income of the recipients 
thereof generally for Federal income tax purposes; or

(o)

An “event of default” (or similar event) shall have occurred under any of the Related Documents.

Remedies. Upon the occurrence of an Event of Default under the Reimbursement Agreement the 
Credit Facility Provider, in its sole discretion, may do any, none or all of the following:

Deliver a written notice to the Paying Agent requiring the Paying Agent to (i) cause a 
mandatory purchase of all Outstanding Series 2018-C Subordinate Bonds pursuant the Paying Agent 
Agreement and (ii) submit a final Drawing under the Credit Facility securing such Series 2018-C 
Subordinate Bonds to pay the purchase price of such Series 2018-C Subordinate Bonds upon their 
mandatory purchase; or

(a)
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(b) The Credit Facility Provider may by written notice to the City take any or all of the 
following actions, without prejudice to the rights of the Credit Facility Provider to enforce its claims against 
the City (provided, that, if an Event of Default specified in paragraph (f) or (g) under this subsection “The 
Reimbursement Agreement” shall occur, the result which would occur upon the giving of written notice by 
the Credit Facility Provider to the City as specified in clauses (i) and (ii) below shall occur automatically 
without the giving of any such notice): (i) declare the commitment of the Credit Facility Provider to make 
Liquidity Advances and Term Loans terminated, whereupon such commitment shall forthwith terminate 
immediately; and (ii) declare the principal of and any accrued interest in respect of all Liquidity Advances, 
all Term Loans and all other Obligations (other than the payment ofthe principal of and interest on Bank 
Bonds) owing under the Reimbursement Agreement to be, whereupon the same shall become, forthwith 
due and payable without presentment, demand, protest or other notice of any kind, all of which are waived 
by the City under the Reimbursement Agreement;

The Credit Facility Provider may, but shall not be obligated to, take such action as may be 
necessary to cure such Event of Default on behalf of and for the account of the City; or

(c)

(d) Exercise any rights and remedies available to the Credit Facility Provider at law, equity or
under any Related Document.

'Bank Bonds” means Provider Bonds as such term is defined in the Paying Agent Agreement.

City Related Documents” means the Related Documents to which the City is a party.

“Debt” means for any Person (without duplication) (i) all indebtedness created, assumed or incurred 
in any manner by such Person representing money borrowed (including by the issuance of debt securities), 
(ii) all obligations of such Person for the deferred purchase price of property or services (other than trade 
accounts payable arising in the ordinary course of business), (iii) all obligations secured by any Lien upon 
property of such Person, whether or not such Person has assumed or become liable for the payment of such 
indebtedness, (iv) all obligations of such Person as lessee under any lease of property which in accordance 
with generally accepted accounting principles would be required to be capitalized on the balance sheet of 
such Person, (v) all obligations of such Person on or with respect to letters of credit, banker’s acceptances 
and other evidences of indebtedness representing extensions of credit whether or not representing 
obligations for borrowed money, (vi) certificates of participation evidencing an undivided ownership 
interest in payments made by such Person (A) as lessee under any lease of property which in accordance 
with generally accepted accounting principles would be required to be capitalized on the balance sheet of 
such Person, (B) as purchaser under an installment sale agreement or (C) otherwise as an obligor in 
connection therewith, and (vii) all Debt of any other Person of the kind referred to in clauses (i) through 
(vi) above which is guaranteed (regardless of form) directly or indirectly in any manner by such Person.

“Drawing” means, with respect to a Credit Facility, a drawing made or permitted to be made 
pursuant to the terms of such Credit Facility.

“Governmental Authority” means any nation or government, any state or other political subdivision 
thereof, any agency, authority, instrumentality, regulatory body, court, administrative tribunal, central bank 
or other entity exercising executive, legislative, judicial, taxing, regulatory or administrative powers or 
functions of or pertaining to government, and any corporation or other entity owned or controlled, through 
stock or capital ownership or otherwise, by any of the foregoing.

“Liquidity Advance” and “Liquidity Advances” have the meanings set forth in the respective 
Reimbursement Agreement.
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Outstanding” has the meaning set forth in the Subordinate General Resolution.

“Person” means an individual, a corporation, a partnership, a limited liability company, an 
association, a joint venture, a trust, an unincorporated organization or any other entity or organization, 
including a government or political subdivision or an agency or instrumentality thereof.

Rating Agency” means any of Fitch, Moody’s or S&P.

“Related Documents” means the Subordinate General Resolution, the Senior Lien Resolution, the 
Paying Agent Agreement, the Series 2018-C Subordinate Bonds, each Remarketing Agreement, the 
Purchase Agreement, the Custodian Agreement, any Series 2006 A-D Swap Agreement and the Official 
Statement.

Subordinate Bonds” has the meaning set forth in the Subordinate General Resolution.

Term Loan” and “Term Loans” have the meanings set forth in the respective Reimbursement
Agreement.

THE CREDIT FACILITY PROVIDER

The information under this caption “The Credit Facility Provider ” has been supplied by the initial 
Credit Facility Provider, The Toronto-Dominion Bank, acting through its New York Branch. Neither the 
City nor the Remarketing Agents have verified the accuracy or adequacy of the information provided 
herein. Neither the City nor the Remarketing Agents have made any attempt to determine whether, and no 
assurance can be given that, the Credit Facility Provider is or will be capable of fulfilling its obligations 
under the Credit Facility Provider.

The Toronto-Dominion Bank (“TD”) and its subsidiaries are collectively known as TD Bank 
Group. TD is a Schedule 1 chartered bank subject to the provisions of the Bank Act (Canada), and its head 
office is located in Toronto, Ontario. TD is duly licensed to operate its New York branch located at 31 West 
52nd Street, New York, NY 10019.

TD Bank Group is the sixth largest bank in North America by branches and serves more than 25 
million customers in three key businesses operating in a number of locations in financial centres around the 
globe: Canadian Retail; U.S. Retail; and Wholesale Banking. TD had CDN$ 1.3 trillion in assets on January 
31, 2018. TD also ranks among the world’s leading online financial services firms, with approximately 12 
million active online and mobile customers. The Toronto-Dominion Bank trades on the Toronto and New 
York stock exchanges under the symbol “TD.”

TD is “a foreign private issuer” that files certain reports and other public information (“SEC 
Filings”) with the SEC. Copies of SEC Filings can be obtained from TD by contacting Shareholder 
Relations, The Toronto-Dominion Bank, P.O. Box 1, Toronto-Dominion Centre, Toronto, Ontario M5K 
1A2 (telephone: 416-944-6367 or 1-866-756-8936) or at the SEC’s website at www.sec.gov.

The delivery of the information contained in this section shall not create any implication that there 
has been no change in the affairs of TD Bank Group since the date hereof or that the information contained 
or referred to in this section is correct as of any time subsequent to its date. The information of TD Bank 
Group contained herein is furnished solely to provide limited introductory information and does not purport 
to be comprehensive.
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THE WASTEWATER SYSTEM

Service Area

The System provides wastewater collection, treatment and disposal services for an area of 
approximately 600 square miles that includes most of the City. The wastewater service area within the Los 
Angeles Basin is determined by natural drainage patterns and does not generally conform to political 
boundaries. Because of the economics associated with gravity flow, parts of the City are served by other 
agencies and the System provides wastewater service for communities outside the boundaries of the 
incorporated City. Areas within the City limits that are not served by the City are served by the Los Angeles 
County Sanitation Districts. See page [21] herein for a map of the System.

Existing Facilities

Treatment Plants. The City’s four wastewater treatment plants receive flows from two distinct 
service areas. Central, western and northern areas of the City are tributary to a coastal plant, the Hyperion 
Water Reclamation Plant (“HWRP”), and to two inland plants along the Los Angeles River, the Donald C. 
Tillman Water Reclamation Plant (“DCTWRP”) and the Los Angeles-Glendale Water Reclamation Plant 
(“LAGWRP”). The southern harbor area ofthe City is tributary to the Terminal Island Water Reclamation 
Plant (“TIWRP”). For ease of reference, the two service areas are referred to herein as the Hyperion System 
and the Terminal Island System.

The following table sets forth the approximate first year of operation, the current design capacities 
and the influent flows of the Hyperion System treatment facilities and the Terminal Island System treatment 
facilities:

TABLE 1
EXISTING WASTEWATER TREATMENT FACILITIES

Current Design 
Capacity 
(mgd)(1)

Approximate 
First Year 

of Operation

Average
Flow

(mgd)F>Treatment Facility

HYPERION SYSTEM 
HypcrionlT)
Los Angeles-Glendale(4) 
Tillman^
Total Hyperion System 

TERMINAL ISLAND SYSTEM 
Terminal Island1^5’

TOTAL BOTH SYSTEMS

1923 450 259
1976 20 17
1984 80 45

550 321

1935 30 12
333580

Source: Bureau of Sanitation.
(1) “mgd” means million gallons per day.

These numbers are average flows for Fiscal Year 2017-18.
'•r> This facility utilizes activated sludge secondary treatment.
w These facilities utilize activated sludge secondary treatment followed by coagulation, filtration, chlorination and dechlorination. 
':5) This facility utilizes activated sludge secondary treatment and filtration.

Collection System. The Wastewater collection and conveyance system consists of more than 6,700 
miles of mainline sewers, in excess of 100,000 maintenance holes, 44 wastewater pumping plants, and other 
miscellaneous facilities. Sixty-seven percent of the sewers have been in service for 50 years or more with
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the oldest pipes installed about 130 years ago. See “Wastewater System Capital Improvement Program - 
Current Major Projects of the Wastewater System Capital Improvement Program - Current Projects - 
Secondary Sewer Renewal Program” herein for a description of the City’s program for replacing portions 
of the Collection System, including renewals of secondary sewers.

The City has 24 pumping plants in the Hyperion System and 20 pumping plants in the Terminal 
Island System, all of which form an integral and essential part of the conveyance system. The collection 
system is designed with redundancy in the form of standby pumps and power supplies. Certain plants are 
provided with storage retention basins or emergency bypass lines to address potential collection failures.

The City’s stormwater collection and conveyance system is separate from the wastewater collection 
and conveyance system. Stormwater is discharged into the Santa Monica Bay and Los Angeles Harbor 
through a series of storm drains and channels. Some dry weather urban runoff is diverted to the wastewater 
collection system for treatment at the HWRP.

Recent Collection System Failures. On July 18, 2016, the North Outfall Sewer (“NOS”), with a 
66-inch diameter, experienced a catastrophic failure near the intersection of 6th Street and Mission Road, 
following the discovery of two sinkholes. The failure resulted in a discharge of approximately 2.6 million 
gallons of wastewater. Stabilizing the situation cost approximately $4.8 million and replacing 250 linear 
feet of pipe cost approximately $8.5 million. A further replacement and realignment of 530 linear feet of 
pipe is expected to cost $8.9 million. The wastewater spill is expected to result in regulatory fines.

On February 17,2017, during heavy rain, a sinkhole developed in the Studio City neighborhood of 
the City. The damaged sewer pipe has been repaired at a cost of approximately $1.6 million.

The Bureau of Sanitation completed Phase I of a closed circuit television (CCTV) inspection of the 
NOS in the Fall of 2017. Based on the CCTV inspection, several emergency sewer repairs of damaged NOS 
sections were initiated. As of July 2018, the majority of these emergency projects have been completed and 
two are still in construction. The NOS rehabilitation projects were also re-prioritized based on the results 
of the inspection. An additional phase of CCTV inspection of the NOS and other large size sewers is 
planned. Although the CIP includes projects to rehabilitate major conveyance sewers, no assurance can be 
given that future sewer failures will not occur. See “Wastewater System Capital Improvement Program - 
Current Major Projects of the Wastewater System Capital Improvement Program - Current Projects - 
Secondary Sewer Renewal Program” herein for a description of the City’s program for replacing portions 
of the Collection System, including renewals of secondary sewers.

Hyperion Service Area. The Hyperion service area consists of a series of local, collector and 
interceptor sewers terminating at the HWRP. The seven main interceptor sewers in the Hyperion service 
area are the Central Outfall Sewer (“COS”), the Coastal Interceptor Sewer (“CIS”), the East Central 
Interceptor Sewer (“ECIS”), the Northeast Interceptor Sewer (“NEIS”), the North Central Outfall Sewer 
(“NCOS”), the NOS, and the North Outfall Replacement Sewer (“NORS”).

Hyperion Water Reclamation Plant The existing HWRP, designed for an average flow of 450 
mgd, currently treats an average flow of approximately 259 mgd. The HWRP has a total wet weather flow 
capacity of 850 mgd. The HWRP provides secondary treatment utilizing the pure oxygen activated sludge 
process. See “Wastewater System Capital Improvement Program - Current Major Projects of the 
Wastewater System Capital Improvement Program” herein.

[Remainder of Page Intentionally Left Blank]
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Donald C. Tillman and Los Angeles-Glendale Water Reclamation Plants. The DCTWRP is 
designed to provide tertiary treatment for an average dry weather flow of 80 mgd and a peak wet weather 
flow of 160 mgd. The purpose of the DCTWRP is to treat all of the wastewater flow from the Additional 
Valley Outfall Relief Sewer (“AVORS”) and the East Valley Interceptor Sewer (“EVIS”), providing flow 
relief for downstream reaches of the interceptor system. The LAGWRP is designed to provide tertiary 
treatment for an average dry weather flow of 20 mgd and a peak wet weather flow of 30 mgd. This plant is 
able to provide flow relief for the NOS interceptor system by treating a portion of the flow from the eastern 
section of the San Fernando Valley and the cities of Burbank and Glendale. Sludge produced by the two 
water reclamation plants is returned to the interceptor system for treatment at the HWRP. In Fiscal Year 
2017-18, the DCTWRP and the LAGWRP returned a total of 7.3 mgd of sludge to the HWRP for treatment.

Terminal Island Service Area and Water Reclamation Plant. The service area for the TIWRP 
consists of the Harbor area of the City located approximately 20 miles south of downtown Los Angeles. 
This area includes the communities of Wilmington and San Pedro, Terminal Island, and a portion of Harbor 
City. As it is geographically isolated from the rest of the City, this area requires a separate collection, 
treatment and disposal system. The TIWRP is designed to treat an average dry weather flow of 30 mgd 
and a peak wet weather flow of 55 mgd. The TIWRP has provided tertiary treatment since December 1996. 
The TIWRP also contains advanced wastewater purification facilities that use microfiltration and reverse 
osmosis to recycle eleven mgd of wastewater. Reclaimed water from the TIWRP is sold to DWP, which 
then sells the water for its own account.

System Wastewater Flow

The following table sets forth the System wastewater flows for Fiscal Years 2008-2009 through 
2017-18 for each treatment plant. The overall decrease in wastewater flow over the last decade is 
attributable to water conservation efforts. The System’s projected operating results set forth in Table 22 
include the existing reduction in wastewater and additional annual reductions of 0.37 percent in wastewater 
contributed by the System customers in Fiscal Year 2018-19 and for the remainder of the projection period. 
This 0.37 percent annual rate of reduction is reduced from recent historical annual rates of reduction. See 
Financial Operations of the Wastewater System” herein for a description of the effects of the City’s 

conservation efforts.
a

TABLE 2
HISTORIC WASTEWATER FLOW 
(Amounts in Million Gallons Per Day)

Fiscal Year 
Ended June 30 HWRP LAGWRP DCTWRP TIWRP TOTAL

2009 314 19 48 16 397
2010 300 20 48 16 384
2011 300 20 47 16 383
2012 288 20 46 14 368
2013 291 19 47 14 371
2014 279 19 50 15 363
2015 265 18 43 16 342
2016 252 17 46 14 329
2017 258 17 50 13 338
2018 259 17 45 12 333

Source: Bureau of Sanitation.
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Subscribing Agencies

Universal Terms Contracts. The City currently provides wastewater conveyance, treatment and 
disposal services on a wholesale basis to 20 agencies (the “Agencies”) pursuant to Universal Terms 
Contracts. The Agencies include the cities of Beverly Hills, Burbank, Culver City, El Segundo, Glendale, 
La Canada Flintridge, Long Beach, San Fernando and Santa Monica, the Crescenta Valley Water District, 
the Las Virgenes Municipal Water District, several Los Angeles County Sanitation Districts, the community 
of Marina Del Rey and Universal City. Service charges to the Agencies are based on the costs ofthe City’s 
amalgamated wastewater facilities, including the costs of the four water reclamation plants, the costs of 
sewers with diameters of 36 inches or larger and of pumping stations and appurtenances connected to those 
sewers, and half the costs of sewers with diameters that are 30 to 36 inches and of the pump stations and 
appurtenances connected to those sewers.

The Universal Terms Contracts include the following key provisions: (i) the Agencies will pay 
shares of the costs of the City’s amalgamated wastewater system facilities regardless of which facilities 
actually treat and convey their wastewater, (ii) the Agencies’ shares of treatment costs will reflect the flow 
and quality of their wastewater, (iii) the Agencies’ shares of conveyance costs will reflect their flows and 
distances to the treatment plants, (iv) the Agencies’ charges will be based on their actual wastewater flow 
and quality, (v) there will be no limitation on the wastewater that an Agency can discharge into the System, 
(vi) the Agencies and the City will share the connection fee income paid by new customers discharging to 
the System, (vii) interest and penalties will be added to late payments by the Agencies, (viii) each Agency 
may have access to a share of the reusable water produced by the City’s water reclamation plants, and (ix) 
the contract will have a thirty-year term, except that the parties may initiate renegotiations after ten years 
for certain changed conditions. All of the Universal Terms Contracts are in effect through 2029. The City 
expects that wastewater service to the Agencies will be extended beyond 2029 pursuant to renegotiated 
contracts in part because of the large economies of scale available in the System, the difficulty associated 
with siting and permitting smaller treatment plants serving just the Agencies, and the high cost of 
connecting the Agencies’ sewer systems to other regional wastewater systems.

Sewage Disposal Contracts. The City' also serves nine other agencies (each, an “SDC Entity” and 
together with the Agencies, the “Entities”) on a wholesale basis pursuant to the older Sewage Disposal 
Contracts (“SDCs” and, together with the Universal Terms Contracts, the “Wastewater Service Contracts” 
or “WSC”). The nine SDC Entities operating under the older SDCs account for 0.3 mgd, which is 0.07% 
of the 29 Entities’ total average flow in Fiscal Year 2017-18. These customers include the Veteran’s 
Administration and several small SDC Entities. Although each SDC varies somewhat as to its terms and 
conditions, in general each SDC requires payment of operation and maintenance expenses and capital costs 
attributable to those components of the sewer system used by the SDC Entity. See “Financial Operations 
of the Wastewater System - Sewer Rates and Revenues - Wastewater Service Contracts” herein for a 
description of Revenues relating thereto.

Flow Contributed by the Entities. The Entities contributed approximately 14 percent ofthe System 
flow in Fiscal Year 2017-18. The five largest Entities (Beverly Hills, Culver City, Glendale, Los Angeles 
County Sanitation District Number 4. and Santa Monica) accounted for approximately 79 percent of the 29 
Entities’ total flow. The next five largest Entities accounted for approximately 14 percent ofthe Entities’ 
total flow. The following table sets forth the largest Entities and the flow contributed by each.
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TABLE 3
MAJOR SUBSCRIBING ENTITIES AND FLOW CONTRIBUTED

Fiscal Year 2017-18

Actual Flow
(mgd)(1>Entities

Glendale 
Santa Monica
Los Angeles County Sanitation District #4 
Culver City 
Beverly Hills 
San Fernando
Crescenta Valley Water District 
El Segundo 
Marina Del Rey 
Universal City
Los Angeles County Sanitation District #5 
Burbank®
Los Angeles County Sanitation District # 16 
Las Virgenes Municipal Water District 
Veterans Administration 
Los Angeles County Sanitation District #9 
All Others

13.30
11.32
3.80
3.62
3.58
1.54
1.46
1.40
1.27
0.78
0.66
0.51
0.40
0.34
0.26
0.24
0.44

Total 44.92

Source: Bureau of Sanitation.
'mgd” means million gallons per day.

” Reflects the flow that was used in billing the City of Burbank for its wastewater service. However, 
this amount may be revised due to flow monitoring issues that are still being resolved. An 
independent consultant has prepared a report evaluating the monitoring issues. The City and the City 
of Burbank will begin negotiations in determining the net flow from the City of Burbank that will 
be used in billing in the City of Burbank.

(i)

Other Treatment Facilities. The City of Burbank independently owns and operates a wastewater 
treatment facility capable of treating up to 9 mgd of wastewater flow. The remaining flow and the biosolids 
from the City of Burbank’s plant are deposited into the System. The City of Burbank could expand its 
facilities to treat all of the wastewater now produced m the City of Burbank. However, any biosolids 
generated by the City of Burbank could still be discharged to the System for treatment and disposal.

The City of Glendale is responsible for 50 percent of the operation and maintenance expenses and 
50 percent of non-expansion related capital improvement costs associated with the LAGWRP that is owned 
and operated by the City. The City is responsible for the remainder of the operation and maintenance 
expenses and non-expansion related capital improvement costs and all expansion related capital 
improvement costs associated with this plant.

Contract Receipts. The following table sets forth WSC cash receipts from the 29 Entities for Fiscal 
Years 2013-14 through 2017-18. These amounts constituted approximately 7% of total System revenues in 
Fiscal Year 2017-18. The City and the City of Burbank have appointed an independent consultant that has 
prepared a report evaluating the disputed flow monitoring issues.
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TABLE 4
SEWER CONSTRUCTION AND MAINTENANCE FUND 

CONTRACTUAL WASTEWATER SERVICES RECEIPTS 
CASH BASIS (UNAUDITED)

(in Thousands)

Fiscal Year Ended June 30Wastewater Service 
Contract Receipts 2015 2016 20172014 2018

$18,459 $18,822 $24,303
17,703 24,174 22,343

$36,162 $42,996 $46,646 $33,617

Operation and Maintenance 
Capital(1>

Total(2)

$19,291
12,153

$19,975
13,642

$31,444

Source: City of Los Angeles, Department of Public Works — Office of Accounting, from records of the City Controller.
(1> Beginning in 2014, the Entities’ shares of the System’s capital costs have increased as the total capital costs ofthe System have 

increased. In addition, the proportion of capital costs that were billable to the Entities (i.e., the costs associated with treatment 
and larger conveyance projects) have increased as the City has focused its resources on treatment projects that are billable to the 
Entities rather than the previous emphasis on replacing smaller sewers to meet its CSSA (herein defined) goals. Receipts from 
the Entities were reduced in Fiscal Year 2017-18 because of reduced reconciliation invoices paid by the Entities in Fiscal Year 
2017-18 for service in Fiscal Year 2016-17 and because SI 1.5 million for the City of Glendale’s share ofthe cost of the 
LAGWRP was billed too late for the City of Glendale to pay in Fiscal Year 2017-18.

(2) Total may not equal sum of components due to rounding.

ORGANIZATION AND MANAGEMENT OF THE SYSTEM

General

The City is the planning agency, owner and operator of the System. The governing body consists 
of the Mayor, who is chief executive of the City, and a 15-member full-time City Council, which is the 
legislative body. The Mayor, the members ofthe City Council, the City Controller and City Attorney are 
elected officials.

The Board of Public Works manages the Department of Public Works, which administers the City’s 
water pollution control policy and is responsible for operation of the following bureaus: Contract 
Administration, Engineering, Sanitation, Street Lighting and Street Maintenance Services. The Board of 
Public Works is composed of five full-time salaried members appointed by the Mayor for a term of five 
years.

The Board of Public Works advertises and invites proposals for bids, awards contracts for the 
construction of public facilities, and coordinates the issuance of certain activity permits for use of City- 
owned property.

Office of Accounting

The Office of Accounting of the Board of Public Works (the “Office of Accounting”) provides 
accounting and financial services to the Department of Public Works for all of its funds and programs, 
including the SCM Fund and the wastewater program. The Office of Accounting bills and collects revenues 
from grant agencies and recipients of City services, processes appropriation and encumbrance budgetary 
documents, initiates payments to contractors, service providers, other City departments and employees, and 
assures expenditure compliance within appropriations, The Office of Accounting also prepares SCM Fund 
financial reports and statements, analyzes and provides information on accounting and financial matters, 
and operates systems to provide general ledger and cost data to departmental users.
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Bureau of Engineering

The Bureau of Engineering prepares environmental assessments, preliminary designs, final plans 
and specifications and estimates for all storm drains, sewers, wastewater treatment plants, bridges, service 
yards and other public improvements. The Bureau of Engineering handles all contract documents and 
certain contractual relationships for the aforementioned items during construction. The Bureau of 
Engineering acquires rights of way and easements required for the various City projects, negotiates and 
administers short-term rentals of property acquired by the City, sells City-owned properties and examines 
titles and processes title transfers. For major design projects, such as the current Donald C. Tillman 
Advanced Water Purification Facility (the “AWPF”) and the rehabilitation of the NOS, the Bureau of 
Engineering’s staff is augmented through the use of engineering consultants. The City Engineer directs the 
operations of the Bureau of Engineering and is assisted by the Chief Deputy City Engineer and various 
Deputy and Division Engineers.

Bureau of Sanitation

The Bureau of Sanitation is responsible for the operation and maintenance of all facilities required 
for the conveyance, treatment, and disposal of wastewater, including various technical services related to 
wastewater. The Bureau of Sanitation also has responsibility for the collection and disposal of refuse and 
other solid waste and for maintenance of local storm drains.

A Director, Chief Operating Officer, Chief Financial Officer, and four Assistant Directors, who 
together constitute Bureau of Sanitation’s Executive Office, head Bureau of Sanitation, The Chief 
Operating Officer is in charge of the HWRP, DCTWRP, LAGWRP and TIWRP; the Chief Financial Officer 
is in charge of administration and finance; and there are Assistant Directors in charge of the Collection 
System, engineering services and watershed management; Technical Services; Solid Resources Operations; 
and Solid Resources Program Development. The Chief Operating Officer and the Chief Financial Officer 
report directly to the Director.

Wastewater treatment plant operations and maintenance activities are the responsibility of plant 
managers assigned to each of the four treatment plants. The manager ofthe Wastewater Collection Systems 
Division is responsible for operating the pump stations and for routine and emergency maintenance on both 
the separate sanitary sewer and local storm drain systems. The manager of Wastewater Engineering Service 
Division is responsible for integrated planning for the System.

Technical Services includes five divisions with wastewater functions. The Regulatory Affairs 
Division monitors legislation, renews and updates permits, and serves as liaison with the various regulatory 
agencies on matters affecting the Bureau of Sanitation’s operations and facilities. The Environmental 
Monitoring Division is responsible for treatment plant performance monitoring, water quality monitoring, 
and reporting functions. The Industrial Waste Management Division conducts industrial waste discharge 
ordinance compliance monitoring and enforcement. The Information/Control Systems Division produces 
and maintains the data processing and information control systems. The Industrial Safety and Compliance 
Division develops and implements training and safety programs.

The Financial Management Division handles financial matters including the development and 
implementation of policies and procedures.

Bureau of Contract Administration

General The Bureau of Contract Administration is responsible for administering contracts and 
permits for construction of all public works projects, including providing inspection services at construction
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sites, preparing statements of payments due on contracts, recommending acceptance of public improvement 
projects, and reviewing contractor compliance with affirmative action and minority business enterprise 
requirements on City projects.

Contractor Procurement The City contracts for a variety of services related to the wastewater 
program, including general engineering consulting services, project design, construction management and 
scheduling and construction. The Fiscal Year 2018-19 Capital Program includes approximately 147 
separate projects, which require the procurement of many contractors. Construction contracts are awarded 
by competitive bid and require satisfactoiy bonds. All firms doing business with the City must show proof 
of insurance in amounts as determined by the City Risk Manager. Required insurance includes but is not 
limited to general liability, automobile liability and worker’s compensation. Additionally, a waiver of 
subrogation is generally required. Any firm doing business with or in the City must comply with the City 
business tax statutes.

WASTEWATER SYSTEM CAPITAL IMPROVEMENT PROGRAM

General

The Wastewater System Capital Improvement Program (the “CIP”) is an ongoing, ten-year, capital 
expenditure program. The general objectives of the CIP are to meet federal and State requirements and City 
policy regarding water pollution control, to provide satisfactoiy levels of service to users of the System, 
and to maintain the integrity of the System. The CIP currently includes such improvements to the System 
as the installation of major interceptor sewers, the renovation or replacement of other major sewers and 
pumping stations, and the modernization and upgrading of wastewater treatment or reclamation facilities. 
The City estimates that the total non-labor cost for these projects will be approximately $1.68 billion during 
the five-year period from Fiscal Years 2018-19 through 2022-23.

[Remainder of Page Intentionally Left Blank]
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Prior Year Expenditures

The following table sets forth the unaudited capital expenditures made by the City for the C1P from 
Fiscal Years 1986-87 through 2017-18.

TABLE 5
WASTEWATER SYSTEM CAPITAL IMPROVEMENT PROGRAM EXPENDITURES 

Fiscal Years 1986-87 through 2017-18(l) (Unaudited)
(in Thousands)

Fiscal Year
Ended 

June 30

System-Wide 
Collection 

and Pumping
Wastewater Treatment Major Capital 

Improvement1^
Capital
Labor*5)Other*3’ TotalsHyperion Total

Prior Years*2) 
2010 
2011*7)
2012*7> 

2013

$1,939,438
27,188
72,023
30,398
32,266
23,751
58,671
71,180
56,161
61,000

$399,961
21,489
23,618
10,699
6,480

20,520
12,458
50,236
58,160
31,200

$2,179,292
104,190
89,859
57,569
71,938
72,059
67,512

126,622
98,532

146,700

$2,339,399
48,677
95,641
41,097
38,746
44,271
71,129

121,416
114,321
92,200

$1,532,948
75,538
67,769
60,402
77,519
74,290
75,547

108,031
107,134
115,069

$6,051,639
228,405
253,269
159.068 
188,203 
190,620 
214,188
356.069 
319,987 
353,969

$4,518,691
152,867
185,500
98,666

110,684
116,330
138,641
248,038
212,853
238,900

2014
2015
2016
2017
2018

$3,014,273Total $6,021,170 $2,294,247$2,372,076 $634,821 $3,006,897 $8,315,417

Source: Bureau of Sanitation and Office of Accounting.
*’) Actual expenditures on a cash basis. Includes the costs of issuance for bonds issued to finance capital improvements.
‘:1) Includes capital improvements from Fiscal Year 1986-87 through 2008- 09.
*3> Includes LAGWRP, DCTWRP, and TIWRP projects.
*9 Represents the sum of System-wide collection and pumping expenditures and wastewater treatment expenditures.
*5) Includes retirement contributions for System staff who work on the CIP. See “Financial Operations of the Wastewater System 

-Retirement and Other Postemployment Benefits Contributions” herein for a description of the System’s contributions, through 
the City, to LACERS.

If:| Represents the sum of major capital improvement expenditures and capital labor expenditures.
Capital expenditures in Fiscal Year 2011-12 were reduced from capital expenditures for prior years pending the outcome of the 
rate adjustment process.

m

Current Major Projects of the Wastewater System Capital Improvement Program

Current Projects. The following projects are currently included in the CIP and some of the projects 
are expected to be funded in whole or in part from proceeds of the Series 2018-A Subordinate Bonds. The 
cost estimates for these projects that are set forth below may increase and the expected dates of completion 
for these pro jects may be delayed due to unexpected events, circumstances or conditions. The schedule of 
rate increases that have been approved and the SCM Fund’s bonding capacity are sufficient to fund these 
projects. See Financing Plans for the Wastewater System Capital Improvement Program” herein. 
Portions of the projects described below consist of Green Projects to be financed with proceeds of the Series 
2018-A Subordinate Bonds. See “Plan of Finance” herein.

Wastewater Control System Replacement Projects. The City has five projects to replace and 
upgrade the existing distributed control system and supervisory control and data acquisition system at an 
estimated cost of $89 million, of which $21 million remains to be spent. Construction of the projects began 
in January 2012, with completion scheduled by Fiscal Year 2019-20.
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Venice Pumping Plant Dual Force Main. The City is constructing a dual force main to handle the 
peak wet weather flow at the pumping plant. The estimated cost for the construction phase of this project 
is $89 million, of which $61 million remains to be spent. Completion of the project is scheduled in Fiscal 
Year 2020-21.

Secondary Sewer Renewal Program. In addition to the specific projects described above, the City’s 
Secondary Sewer Renewal Program (“SSRP”) will continue to be a large portion of the CIP. The City plans 
to continue the program for the foreseeable future, following the completion of the projects included in the 
Collection System Settlement Agreement (“CSSA”) on June 30, 2014. The majority of these projects will 
be renewals of secondary sewers. The SSRP includes 54 projects to be funded in Fiscal Years 2018-19 
through 2023-24, which projects are projected to cost $181 million.

Clean Water Campus. The City is planning the construction of a “Clean Water Campus” to provide 
office space and parking for Bureau of Sanitation staff currently working in a leased facility. The estimated 
cost for the construction phase of this project is $54 million. The construction phase of the project is 
scheduled to begin in Fiscal Year 2020-21, with completion scheduled in Fiscal Year 2021-22.

Additional Projects. In addition to the above, the City plans to spend $1,360 million through Fiscal 
Year 2022-23 to fund over 200 additional projects. These projects include sewer rehabilitations, new sewers 
and rehabilitations and process enhancements at the four treatment plants.

Proposed CIP Expenditures. The Bureau of Sanitation annually prepares a Wastewater System 
Capital Improvement Expenditure Program budget for the System, which is included for funding in the 
City’s current adopted budget. The following table sets forth a summary of the proposed CIP expenditures 
for Fiscal Years 2018-19 through 2022-23. See “Financial Operations of the Wastewater System - Water 
Usage - General’ herein. The City continually monitors its revenues and billable wastewater volume and 
adjusts the capital program accordingly.

TABLE 6
SUMMARY OF PROPOSED CAPITAL IMPROVEMENT PROGRAM 

Fiscal Years 2018-19 through 2022-23 
(in Thousands)

Fiscal 
Year 

Ending 
June 30

Major Capital Improvement^
Wastewater
Treatment®

Collection and 
Pumping

System
wide

Sub-Total
Non-Labor

Capital
Labor(3' Total

$159,300
187,900
184,800
136,400
158,000

$153,800
160,200
135,100
182,500
165,900

$16,600
10,600
10,200
10,700
4,800

$ 329,700
358.700 
330,100 
329,600
328.700

$ 91,400 
92,100 
95,400 
98,900 

102,500

2019 $ 421,100 
450,800
425.500
428.500 
431,200

2020
2021
2022
2023
Total $826,400 $797,500 $52,900 $1,676,800 $480,300 $2,157,100

Source: Bureau of Sanitation,
<]> Estimated.
<*> Includes the HWRP, LAGWRP, DCTWRP, and TIWRP projects.
■’* Includes retirement contributions for System staff who work on the CIP. See “Financial Operations of the Wastewater 

System - Retirement and Other Postemployment Benefits Contributions” herein for a description of the System’s contributions, 
through the City, to LACERS (herein defined). Capital Labor does not include non-labor costs such as Expense & Equipment.
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Integrated Resources Plan. In 2006, the City completed an Integrated Resources Plan (“IRP”) for 
the period through Fiscal Year 2019-20 that evaluated the needs of the System in conjunction with water 
reclamation, groundwater recharge, and stormwater management. Some of the projects set forth in the 1RP 
are also projects to be completed pursuant to the City’s CIP. The timing and cost of specific projects 
depends on actual and projected wastewater flow and other factors affecting operation and maintenance. 
Additional projects may be required pursuant to the IRP depending on system flow, regulatory requirements 
and other factors. The IRP proposes capital improvements in the last three years of the plan (Fiscal Years 
2017-18 through 2019-20) that are currently estimated to cost $150 million. As described above, the CIP 
includes a total of $1.68 billion of capital projects through Fiscal Year 2022-23. The City completed a five- 
year review of the IRP in June, 2012. The review resulted in the delay of certain projects and a reduction 
of capital expenditures due to the decline in wastewater flows. For a discussion of the projected funding 
sources for capital projects pursuant to the IRP, see Financing Plans for the Wastewater System Capital 
Improvement Program” below.

One Water LA Plan, Formerly Known as the Integrated Resources Plan. There are currently two 
phases to the Plan, with Phase 1 consisting of the development of initial planning baselines and the 
establishment of guiding principles and Phase 2 consisting of development of projects and policies for 
coordinated water management and facilities planning citywide, updated facilities plans for stormwater and 
wastewater, and guidance for updates of other future master plans citywide. Phase 1 was completed in 
2015 and Phase 2 has an expected plan launch in fall 2018. Projects and policies developed as part of the 
Plan may result in the deferral or elimination of projects set forth in the IRP.

Program Review

The Bureau of Sanitation is responsible for final decisions relating to Wastewater Program costs 
and priorities. A Program Review Committee (“PRC”) consisting of the Director, Chief Operating Officer, 
Assistant Directors, and Chief Financial Officer of the Bureau of Sanitation and the Wastewater Deputy 
City Engineer annually evaluates the CEP and meets monthly to consider any changes affecting the scope, 
cost, schedule, and overall implementation of the program. From time to time, the City Controller audits 
various departments and bureaus of the City. One such audit of the Bureau of Sanitation, dated January 15, 
2009 (“Controller’s Audit”), found that the Bureau of Sanitation has adequately planned for infrastructure 
needs to serve the City’s wastewater demands and the CIP for the System addresses the facilities needed to 
collect, treat and dispose of the City’s wastewater.

A 2016 Controller’s audit evaluated the Bureau of Sanitation’s recycled water program. The audit 
recommended partnering with DWP in expanding relationships with nearby water districts, pursuing more 
capital funding from the State, increasing the capture of stormwater and upgrading treatment infrastructure.

Financing Plans for the Wastewater System Capital Improvement Program

There are four primary' funding sources available for the CIP: (i) System Revenues, (ii) Wastewater 
Service Contracts, (iii) proceeds of debt issuances, and (iv) Federal Emergency Management Agency 
(“FEMA”) and other federal grants and reimbursements.

System Revenues derived from user fees will continue to finance a portion of capital improvements. 
Wastewater service contract capital payments made under agreements or contracts with 29 regional entities 
include reimbursement for certain capital improvements and related engineering and contract 
administration costs. Debt financing (primarily revenue bonds and commercial paper) will provide 
supplemental funds required by the CIP. The City estimates that a total of approximately $ 1.4 billion of the 
CIP expenditures from Fiscal Years 2018-19 through 2022-23 will be financed through the issuance of 
bonds, notes or other forms of indebtedness.
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The Outstanding Senior Lien Bonds and Subordinate Bonds were issued pursuant to the Charter of 
the City and the Revenue Bond Law of 1941. Pursuant thereto, the voters of the City authorized the issuance 
of wastewater system revenue bonds and notes in an aggregate principal amount of $3.5 billion. The voters 
of the City subsequently approved a new Charter which became effective July 1, 2000, Under the new 
Charter, revenue bonds and notes of the City may be issued in accordance with the Procedural Ordinance 
and without any further authorization by the voters of the City. The Series 2018-C Subordinate Bonds will 
be issued pursuant to the Charter of the City and the Procedural Ordinance.

The City had $95 million aggregate principal amount of outstanding loans from the Clean Water 
State Revolving Fund (the “SRF”) as of August 2018. The City’s existing SRF Clean Water loans will be 
paid through Fiscal Year 2024-25. The SRF Clean Water loans are secured on a basis subordinate to all 
outstanding and hereinafter issued Senior Lien Bonds and the Subordinate Bonds, including Wastewater 
System Commercial Paper Notes.

On July 30, 2018, the City submitted a Letter of Interest (“LOP’) to the USEPA for Water 
Infrastructure Finance and Innovation Act (“WIFIA”) financing of the AWPF project and three related 
projects at DCTWRP. The project, scheduled to be completed in June 2024, will provide high quality 
recycled water for groundwater recharge. The LOT anticipates WIFIA funding of $176.4 million for the 
project. A State Revolving Fund Loan would provide $27.0 million for the project, with the remaining 
project cost funded by other debt and cash from Revenues.

On January 17, 1994, a 6.7 magnitude earthquake centered in Northridge, California, caused 
widespread damage to commercial and residential structure. Since the earthquake, the SCM Fund had 
systematically made repairs to the parts of the System that were damaged. Much of this work was eligible 
for reimbursement from the Federal Emergency Management Agency (FEMA) and the California Office 
of Emergency Services (CalOES).

During the Fiscal Year 2017-18, the CAO worked on closing out the disaster assistance grant and 
distributed the final installment of funds sent by FEMA/CalOES to the various City departments affected 
by the earthquake. On June 26, 2018, the CAO transferred $3.33 million from the Disaster Trust Fund to 
the SCM Fund. Of this amount, $2.26 million was paid by the State, while the remaining $1.07 million was 
from FEMA. This brings the total revenue collected from FEMA/CalOES to $201.1 million. Since there 
are no further revenues from FEMA and the State, this brings final resolution to the reimbursements 
requests for the costs incurred to repair damages to the System.

[Remainder of Page Intentionally Left Blank]
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The following tabic sets forth the projected major funding sources for the CIP for Fiscal Years 
2018-19 through 2022-23.

TABLE 7
PROJECTED MAJOR FUNDING SOURCES FOR 

WASTEWATER SYSTEM CAPITAL IMPROVEMENT PROGRAM*1*
(in Thousands)

Fiscal Year Ending June 30
Description 2020 20222019 2021 2023 Total

Net Debt Financing'7''
Grants / FEMA<3>
WSC(4) Capital Payments 
System Revenues- 
Interest Income 
U se of available fund balances 

Total*6*

$299,970 $269,970 $274,970 $284,970 $279,970 $1,409,850

25,865 
136,000 

4,828 
(45,563)

$421,100 $450,800 $425,500 $428,500 $431,200 $2,157,100

27,227
181,000

4,714

9,015 
182,000 

4,840
(62,411) (56,223) (44,625)

16,863
178,000

4,890

35.021
173,000

4,901
(32,092)

113,990
850,000
24,173

(240,913)

Source: Bureau of Sanitation.
*** Positive amounts represent a draw-down of funds. Negative amounts represent an increase in funds. Amounts attributable in 

each fund vary from time to time depending on projects included in the then-current CIP.
<2> Reflects use of proceeds of Bonds and/or Wastewater System Commercial Paper Notes in the indicated Fiscal Year, See Table 

22 hereof for projected debt financings and assumptions relating thereto.
(3* Bureau of Sanitation aggressively pursues grant opportunities, however, to be conservative; those grants are not reflected until 

they have been secured.
*4* Wastewater Service Contracts.
(S1 System Revenues assume rate increases of 4.5% annually beginning in Fiscal Year 2020-21. Rate increases after Fiscal YeaT 

2020-21 have not yet been approved by the City Council,
lf:| Excludes prior fiscal year’s ending fund balance. Total may not equal sum of components due to individual rounding.

FINANCIAL OPERATIONS OF THE WASTEWATER SYSTEM

Sewer Rates and Revenues

General. The City’s user fee system consists of a sewer service charge, industrial wastewater 
surcharge and fees, a sewerage facilities charge, wastewater service contracts and miscellaneous fees, as 
summarized below. The City has approved rates which will increase through Fiscal Year 2020-21. These 
rates and charges were predicated on assumptions of expected volume of wastewater operations. In addition 
to the foregoing fees and charges, the City recovers the cost of System operations and maintenance 
(including replacement) and a portion of major capital expenditures through federal Clean Water and 
FEMA Grants, interest earnings and miscellaneous revenues.

Sewer Service Charge: This charge is based on metered water usage and includes reduced 
rates for low income households and a compensating surcharge for non-low income 
households and commercial customers. Revenues from the Sewer Service Charge (“SSC”) 
constitute the largest component of the System’s total operating receipts, having comprised 
over 85.3% of total operating receipts of the System annually from Fiscal Years 2013-14 
through 2017-18. Revenues from the SSC are anticipated to be approximately 81% of 
Revenues for Fiscal Year 2018-19.

Wastewater Service Contracts: The wastewater service contracts with the Entities provide 
for cost reimbursement of capital and operation and maintenance expenses. Revenues from
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WSC operation and maintenance payments are anticipated to be 7.3 percent of Revenues 
for Fiscal Year 2018-19.

Industrial Wastewater Surcharge and Fees: The Quality Surcharge Fee is designed to 
recover the costs related to suspended solids (“SS”) and biochemical oxygen demand 
(“BOD”) strengths above normal or domestic strength values as well as costs for 
administering and maintaining the surcharge program. Industrial Wastewater Permit 
Application Fees are designed to recover the cost required to process permit applications 
for applicable users. Inspection and Control Fees are designed to recover the costs of 
necessary inspections of permitted users. Significant Industrial User fees recover a portion 
of additional costs incurred in the monitoring and inspection of certain industrial users 
subject to EPA categorical pretreatment requirements. Revenues from industrial 
wastewater surcharge and fees are anticipated to be approximately 2.5 percent of estimated 
Revenues for Fiscal Year 2018-19.

Sewerage Facilities Charge'. The Sewerage Facilities Charge (“SFC”) is designed to 
recover the cost of the System capacity required by new sewer connections and increases 
in capacity required by current System users. Revenues from SFC are anticipated to be 
approximately 2.1 percent of Revenues for Fiscal Year 2018-19.

Miscellaneous Fees: These fees include bonded sewer fees, septage fees, sewer tap fees, 
and other miscellaneous revenue sources.

Pursuant to the Municipal Code of the City, all revenues derived from these user fees and charges 
are deposited into the SCM Fund and expended “only for sewer and sewage-related purposes, including but 
not limited to industrial waste control and water reclamation purposes.” All interest earnings on moneys 
held in the SCM Fund are retained in the Fund. The methodology for developing the fee schedules for the 
above outlined charges is governed in part by the Municipal Code of the City of Los Angeles and the 
SWRCB, acting on behalf of the United States Environmental Protection Agency (“US EPA”).

While the Municipal Code requires that the income from the fees and charges assessed for sewer 
services equal the overall cost of operation, maintenance, coverage and capital improvements of the System, 
the SWRCB and the US EPA impose additional requirements, relating to cost recovery, on specific 
components of the City’s wastewater income structure. In accordance with State and federal guidelines, 
operation and maintenance costs, including renewal and replacement (“OM&R”), are recovered solely from 
the OM&R component of the SSC, the OM&R component of the industrial waste surcharge and inspection 
and control fees, the OM&R component of the significant industrial user fee and the OM&R component of 
the sewage disposal contract fees. Specific revenue calculation requirements and policies for specific 
components of the City’s sewer charges are described below.

Sewer Service Charge. The City currently imposes a SSC based on a rate of $5.11 per 100 cubic 
feet of wastewater discharged into the System. As described below, the City adopted a series of annual 
SSC rate increases effective from April 2012 through Fiscal Year 2020-21. The adopted SSC rate increases 
are expected to provide approximately $1.1 billion in additional revenues from Fiscal Years 2018-19 
through 2027-28 to fund additional capital projects and debt financing relating thereto, taking into account 
the most recent projections of billable wastewater volume. The City previously projected $1.7 billion in 
additional revenues from the adopted rate increases to fund additional capital projects and debt financing 
for the ten-year period from Fiscal Years 2017-18 to 2026-27. The decrease in projected revenues reflect 
reductions in wastewater flow, as well as one fewer adopted future rate increases in the ten year period. It 
is assumed that billable wastewater volume will continue to decrease at a rate of 0.37 percent per year, 
which is equal to the average reduction in the past two years. See Water Usage - General” herein. The
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SSC is expected to provide approximately $626.8 million in revenue for Fiscal Year 2018-19. See 
Projected Statement of Revenues and Expenditures” herein. The Bureau of Sanitation has hired consultant 
to prepare a wastewater rate study to propose a series of annual rate increases beginning on July 1, 2021. 
The study is also evaluation possible rate changes to the rate structure to make SSC revenues less sensitive 
to decreases in wastewater volume.

The following table sets forth the current SSC rate, the annual SSC rate increases adopted by the 
City to be effective on July 1, 2019 and July 1, 2020.

TABLE 8
SEWER SERVICE CHARGE RATE INCREASES

SSC Rate 
($/hcf)

Percentage Increase 
from Prior YearEffective Date

Current Rate 
July 1,2019 
July 1,2020

$5.11 6.5%
5.44 6.5
5.80 6.5

The determination of the SSC for residential customers, including multiple family dwellings up to 
four units, is based on winter water usage, which is established annually to determine each residential 
customer’s minimum daily water consumption. Once established, each residential customer’s minimum 
daily water consumption is presumed to closely approximate the sewer discharge and will be used to 
compute the SSC for the ensuing Fiscal Year. Qualifying low-income residential customers receive a 31 
percent discount on the first 1,800 cubic feet of bimonthly wastewater volume. Low-income discounts are 
offset by a 0.84 percent surcharge applied to the base SSC of all other users who do not qualify as low- 
income residential customers and by the City’s General Fund.

The winter water use method does not apply to commercial customers, including multiple family 
dwellings of five or more units, industrial, governmental and other non-residential users, who are billed at 
the rate of $5.11 per 100 cubic feet of 93 percent of total metered water usage effective July 1, 2018. The 
default percentage discharge may be adjusted within a range of 90 to 94 percent based on DWP updates to 
its water conservation policies, which currently includes a mandatory water conservation ordinance that 
imposes increased rates on water usage above certain specified levels. Prior to April 6, 2012, the default 
percentage discharge was 90 percent. The default percentage discharge was subsequently increased to 93 
percent to reflect the use of less irrigation water, which resulted in a higher percentage of the metered water 
used entering the sewer. Users whose water does not enter the sewer system are not billed for that water 
usage.

The ten largest customers of the System for Fiscal Year 2017-18 provided approximately 5.7 
percent of the SSC revenue in that year. The following table sets forth the SSC for each of the ten largest 
customers:
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TABLE 9
SEWER SERVICE CHARGE BILLED TO 

TEN LARGEST CUSTOMERS 
Fiscal Year 2017- 2018‘

User Customer Type SSC Billed

City of Los Angeles
Los Angeles Unified School District
County of Los Angeles
Phillips 66 Company
University of California - Los Angeles
Anheuser-Busch, LLC
University of Southern California
Baxalta U.S. Inc.
Park La Brea 
ERP Operating, LP 

Total

Government 
School district 
Government
Petroleum product refiner 
Education 
Brewing company 
Education
Biopharmaceutical Company 
Apartment Complex 
Property maintenance; real estate

$ 7,386,802 
6,454,310 
4,955,747 
4,117,877 
3,223,414 
2,187,432 
1,802,390 
1,311,882 
1,228,492 
1,189,910

$33,858,256

Source: Bureau of Sanitation.

Quality Surcharge Fees, Inspection and Control Fees, Industrial Wastewater Permit Application 
Fees and Significant Industrial User Fees. Pursuant to Section 64.30 of the Municipal Code of the City 
and the Revenue Program Guidelines for Wastewater Agencies published by the SWRCB, Division of 
Water Quality, the City assesses a Quality Surcharge Fee (“QSF”) on users of the wastewater system whose 
wastewater discharge strength, as measured by SS and BOD, is higher than 265 milligrams per liter of BOD 
and/or 275 milligrams per liter of SS (domestic strength). Treatment of “high strength” wastewater results 
in additional operating costs, such as the cost of additional chemicals, power and solids storage capacity 
and final disposal. Since July 1,2018, the QSF rates have been $0.533/lb for BOD and $0.536/lb for SS.

The City has adopted a series of annual QSF rate increases that will go into effect through Fiscal 
Year 2020-21. The increases from July 1,2018 through July 1,2020 are expected to provide approximately 
$18 million in additional revenues over the next ten years. The QSF is expected to provide approximately 
$10.5 million in revenue for Fiscal Year 2018-19. See Projected Statement of Revenues and 
Expenditures” herein.

The current QSF rate and the annual QSF rate increases adopted by the City are set forth in the
following table.

TABLE 10
QUALITY SURCHARGE FEES RATE INCREASES

Percentage 
Increase from 

Prior Year

Percentage 
Increase from 

Prior Year
BOD Rate 

($/pounds of BOD)
SS Rate

($/pounds of SS)Effective Date

$0,533
0.567
0.604

Current Rate 
July 1,2019 
July 1, 2020

$0,536
0.571
0.608

6.5% 6.5%
6.5 6.5
6.5 6.5

Most of the QSF revenue is attributable to certain large customers of the System. The largest QSF 
revenue contributor in Fiscal Year 2017-18 was Darling International, Inc., with a total surcharge of
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$463,656. Grifols Biologicals, Inc. was the second largest contributor with a total surcharge of $428,230. 
Baxalta US Inc., Juanita’s Foods, and American Linen Supply Company followed with total surcharges of 
$371,113, $277,462 and $176,269 in Fiscal Year 2017-18, respectively. These five customers accounted 
for 9.9 percent of the QSF revenue.

The wastewater strength unit costs applied to QSF customers are also applied to users who 
participate in the low-strength SSC and “zero-based” QSF program. Under this program, users with one or 
both wastewater strength parameters below domestic strength values can petition for a “low-strength” SSC 
rate that includes only the flow component of the unit SSC. These low-strength customers are then billed 
for the strength component of the SSC by paying a “zero-based” QSF equal to the treatment cost for the 
actual concentrations of BOD and SS in their discharge.

The current “low-strength” SSC rate and the annual “low-strength” SSC rate increases adopted by 
the City through Fiscal Year 2020-21 are set forth in the following table.

TABLE 11
“LOW-STRENGTH” SSC RATE INCREASES

Percentage
Increase

From Prior Year
“Low-Strength” 
SSC Rate ($/hcf)Effective Date

$3,546
3.777
4.022

Current Rate 
July 1,2019 
July 1, 2020

6.5%
6.5
6.5

In addition to the strength charges, when applicable, the City charges three other industrial waste 
related fees, including an Inspection and Control Fee for each industrial user (“IU”) in possession of a valid 
Industrial Wastewater Permit. This fee is designed to recover the cost of inspecting and monitoring IUs and 
is set by ordinance. The Inspection and Control Fee currently ranges from $75 to $4,470 per IU per year 
based on the number of site visits that are needed for each class of IUs. The City administers the Industrial 
Waste Source Control Program to reduce the introduction of all regulated pollutants and prevent the 
discharge of all prohibited pollutants into the sewer system. All IUs must obtain permits to discharge into 
the System. For Fiscal Year 2017-18, 16,840 local IUs were permitted to discharge to the System. Permit 
Application Fees are currently $544. The City also has established Significant Industrial User (“SIU”) fees. 
All IUs with discharges in excess of 25,000 gallons per day of process wastewater, and all IUs that are 
subject to the Federal Categorical Pretreatment Standards established by the US EPA regardless of their 
discharge amounts, are classified as SIUs. There are 178 SIUs currently regulated by the City. Existing SIU 
fees range from $3,388 to $6,399, depending on the SIU classification. The City has adopted a series of 
annual increases through Fiscal Year 2020-21 for the three fees described in this paragraph. The scheduled 
increases and percentage increase are die same as those set forth in Table 10. The City estimates that the 
QSF, inspection and control fees, permit application fees and SIU fees will account for approximately 2.8 
percent of estimated Revenues for Fiscal Year 2018-19.

The City has implemented a commercial and industrial grease control ordinance, known as the Fats, 
Oils and Grease Control Program (“FOG Control Program”). The goal of this program is to reduce the 
amount of grease that accumulates in sewers, leading to blockages and potential overflows. As of June 30, 
2018, approximately 9,120 food service establishments (“FSEs”) were regulated under the FOG Control 
Program. These businesses are required to obtain an Industrial Wastewater Permit, pay a one-time 
application fee of $544 and pay an annual Inspection and Control Fee of $373.
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As of June 2018, the City also permits and regulates approximately 1,672 dental offices in the City 
to control the potential discharge of certain heavy metals into the sewer system. These offices must obtain 
an Industrial Wastewater Permit and follow best management practices (“BMPs”) for capture of certain 
elements. Dental offices meeting the BMPs are inspected every five years and businesses not complying 
with the BMPs are inspected every year and are subject to higher fees.

Sewerage Facilities Charge. The SFC is a fee collected when a customer is initially connected to 
the City’s sewer system. The “System Buy-In Approach” is used to determine SFCs for new connections 
and increased usage of the System. The parameters used to calculate the SFC are set forth in an ordinance 
adopted by the City Council. These parameters permit charges for wastewater strength to be determined 
separately. A customer’s SFC is based on two measures of wastewater strength, BOD and SS, in addition 
to the customer’s flow. This approach determines the SFC based on flow and strength proportionate to 
shares of the equity of the wastewater system, as originally contributed by the existing system customers. 
The SFC is based on the reproduction cost, less depreciation value of the existing facilities, and the 
applicable portion of wastewater system reserve funds, minus the outstanding debt of the wastewater 
system. Revenue from the SFC is dependent on growth and new construction within the City.

The SFC base rates are currently $344 per 100 gallons per day of flow, $159 per pound per day of 
BOD, and $147 per pound per day of SS. Applying the base rates to the sewage generation factors for 
typical three and four-bedroom single-family residences results in SFCs of $950 and $1,136, respectively.

Pursuant to the Municipal Code of the City, the Board of Public Works is authorized to issue refund 
credits to qualifying SIUs for unused capacity if: (1) the SFC payment was made and the current occupant 
of the property for which the SFC payment was made is an SIU, (2) the SIU is also an owner of the property 
for which the payment was made, (3) the flow from the property is less than the amount for which SFC 
payment was made, (4) the SIU can demonstrate that the reduced amount of flow was caused by the use of 
water conservation practices, pretreatment of discharge, or use of environmentally responsible practices 
and (5) the SIU, at the time of submission of the written claim, is not delinquent in payment of any monies 
owed with respect to sewer, water course and drains charges, including SSCs, The City issued no refund 
credits for Fiscal Year 2017-18 and, as of September 1, 2018, has no authorized future credits. However, 
future credits are possible if additional SIUs are granted refund credits.

Wastewater Service Contracts. The City provides wastewater conveyance, treatment, and disposal 
services to 29 local Entities pursuant to Sewage Disposal Contracts and Universal Terms Contracts 
executed and in force with each Entity. The capital charge component of Wastewater Service Contracts 
payments is not treated as Revenue to the SCM Fund and is not available to pay debt service on the Senior 
Lien Bonds or the Subordinate Bonds, including the Series 2018-C Subordinate Bonds. These contracts 
generally extend through the useful life of the facilities which transport or treat the respective Entity’s 
wastewater. However, all Sewage Disposal Contracts are subject to renegotiation as described below. See 
“The Wastewater System - Subscribing Agencies” herein.

|

[Remainder of Page Intentionally Left Blank]
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Historical Sewer Rates and Charges

The following table sets forth the City’s SSC, QSF and SFC from Fiscal Years 2013-14 through
2017-18.

TABLE 12
SEWER CONSTRUCTION AND MAINTENANCE FUND RATES AND CHARGES 

Fiscal Years 2013- 2014 through 2017-18

Quality
Surcharge Fces(2)

Sewer
Fiscal Year Service 

Ended June 30 Charge(1)(S)

Typical Monthly 
Single Family 

(per 100 gal. avg. flow)13' Residential SSC(4)

Sewerage Facilities 
Charge

BOD SS

$3.73 $0,393
0.416
0.441
0.470
0.500

$0,395
0.419
0.444
0.472
0.503

2014 $413.00
413.00
413.00
413.00
413.00

$29.84
31.76
32.57
34.73
33.60

2015 3.97
4.232016
4.512017

2018 4.80

Source: City of Los Angeles, Bureau of Sanitation.
( |i This charge is based on dollars per 100 cubic feet (hcf or hundred cubic feet) of billable wastewater volume. For residential 

customers, including multiple-family dwellings up to four units, this charge is applied to each customer's minimum daily water 
usage during the winter water use period. For commercial customers, including multiple family dwellings of five or more units, 
this charge was applied to 93% of total metered water usage. See Sewer Rates and Revenues” herein for a description of 
adjustments to the default percentage discharge for commercial customers through Fiscal Year 2020-21.

(2; The surcharge is based on a rate per pound of BOD or SS in excess of domestic strength wastewater 265 mg/L BOD and 275 
mg/L SS.
Sewerage Facilities Charge includes strength charges.

fb These figures do not reflect effects of low-income assistance program. Amounts based on average billable wastewater volumes 
of approximately 8.0 hcf per month for Fiscal Years 2013-14 and 2014-15, and 7.7 hcf per month for Fiscal Years 2015-16 and 
2016-17 and 7.0 hcf per month in Fiscal Year 2017-18. The typical charges are higher than shown previously because they are 
now calculated by dividing the billable wastewater volume for single family residential customers by the total number of service 
points rather than by the number of accounts. A service point is a location where wastewater service is provided. There are more 
accounts than service points because a service point can have more than one account as customers discontinue and establish 
service during a year. This results in higher typical charges when the charges are based on service point rather than on accounts. 
The rates and charges, except for the SFC, will increase each year thereafter until after July 1, 2020. See Sewer Rates and 
Revenues” herein.

(3)

Rate Setting Process

The City is required by the General Resolution to establish rates and charges for the use of the 
System to produce Net Revenues in each year at least equal to 125 percent of actual debt service on all 
Senior Lien Bonds in such year, and by the Subordinate General Resolution to establish rates and charges 
to produce Net Revenues in each year at least equal to 110 percent of actual debt service on Senior Lien 
Bonds and Subordinate Bonds, in such year. The SSC, the QSF, the SFC, Industrial Waste Inspection and 
Control Fees, Bonded Sewer Fees and other miscellaneous fees and charges are established by ordinance 
adopted by a majority vote of the City Council and approved by the Mayor and become effective after a 
posting period of 30 days from the date of its publication.

The Bureau of Sanitation annually reviews the System5 s rates and charges as part of the budgetary 
process. The Mayor and City Council may enact rate increases as part of the budgetary process or at any 
time upon recommendation by the Bureau of Sanitation and City Administrative Officer. The Mayor is 
required each year to submit a proposed budget to the City Council by April 20. The proposed budget is 
prepared by the City Administrative Officer and reflects the Mayor’s budget priorities as established by the 
Mayor’s budget policy letter distributed to City departments early in the Fiscal Year.
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The Mayor’s proposed budget is reviewed by the Budget and Finance Committee of the City 
Council, which recommends the proposed budget, with any modification, to the City Council. The City 
Council is required under the City Charter, to adopt the proposed budget, as modified, by June 1. The Mayor 
has five working days after adoption to veto any items modified by the City Council. The City Council then 
has five working days to override by a two-thirds vote any items changed by the Mayor.

The adopted budget is subject to mid-year revisions to reflect passage of the State budget and any 
resulting increases or decreases in State payments to the City, any changes in revenue projections and 
unexpected adjustments in expenditures.

The City has adopted a series of rate increases for the SSC, SFC and QSF that will become effective 
through Fiscal Year 2020-21 without further action by the City. See Sewer Rates and Revenues” herein. 
The City complied with the notice and hearing requirements of Proposition 218 (see Proposition 218” 
below) in setting the new rates for the SSC and the Quality Surcharge Fee, the only user fees to which 
Proposition 218 applies.

The City has begun studies of potential future rate increases for the SSC and QSF beginning in 
Fiscal Year 2021-22.

Proposition 218

On November 5, 1996, California voters approved an initiative known as the Right to Vote on 
Taxes Act (“Proposition 218”) that added Articles XIHC and XTTTT) to the California Constitution. 
Proposition 218 limits the application of property-related fees and charges and requires them to be 
submitted to property owners for approval or rej ection, after notice and public hearing. Proposition 218 also 
extended the initiative power to reducing or repealing local property-related fees and charges, regardless of 
the date such fees and charges were imposed. Fees and charges for sewer, water and refuse collection 
services are excepted from the voter approval provisions of Proposition 218 pursuant to Article XIIID. 
Because water and sewer charges are similarly treated under Article XIIID, the City believes that the 
judicial determinations with respect to water charges, as described below, would also apply to sewer 
charges.

Section 1 of Article XIIIC requires majority voter approval for the imposition, extension or increase 
of general taxes and Section 2 thereof requires two thirds voter approval for the imposition, extension or 
increase of special taxes. Section 3 of Article XIIIC expressly extends the initiative power to give voters 
the power to reduce or repeal local taxes, assessments, fees and charges, regardless of the date such taxes, 
assessments, fees or charges were imposed. Section 3 expands the initiative power to include reducing or 
repealing assessments, fees and charges, which had previously been considered administrative rather than 
legislative matters and therefore beyond the initiative power. This extension of the initiative power is not 
limited by the terms of Article XIIIC to fees imposed after November 6, 1996, the effective date of 
Proposition 218, and absent other legal authority could result in the reduction in any existing taxes, 
assessments or fees and charges imposed prior to November 6, 1996.

“Fees” and “charges” are not expressly defined in Article XIIIC or in SB 919, the Proposition 218 
Omnibus Implementation Act enacted in 1997 to prescribe specific procedures and parameters for local 
jurisdictions in complying with Article XIIIC and Article XIIID (“SB 919”). However, on July 24, 2006, 
the California Supreme Court ruled in Bighorn-Desert View Water Agency v. Verjil (Kelley) (the “Bighorn 
Decision”) that charges for ongoing water delivery are property-related fees and charges within the meaning 
of Article XIIID and are also fees or charges within the meaning of Section 3 of Article XIIIC. The 
California Supreme Court held that such water service charges may, therefore, be reduced or repealed 
through a local voter initiative pursuant to Section 3 of Article XIIIC.
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In the Bighorn Decision, the California Supreme Court did state that nothing in Section 3 of Article 
XIIIC authorizes initiative measures that impose voter-approval requirements for future increases in fees 
or charges for water delivery. The California Supreme Court stated that water providers may determine 
rates and charges upon proper action of the governing body and that the governing body may increase a 
charge which was not affected by a prior initiative or impose an entirely new charge. The Supreme Court 
further stated in the Bighorn Decision that it was not holding that the initiative power is free of all limitations 
and was not determining whether the initiative power is subject to the statutory provision requiring that 
water service charges be set at a level that will pay debt service on bonded debt and operating expenses. 
Such initiative power could be subject to the limitations imposed on the impairment of contracts under the 
contract clause of the United States Constitution. Additionally, SB 919 provides that the initiative power 
provided for in Proposition 218 “shall not be construed to mean that any owner or beneficial owner of a 
municipal security, purchased before or after [the effective date of Proposition 218] assumes the risk of, or 
in any way consents to, any action by initiative measure that constitutes an impairment of contractual rights” 
protected by the United States Constitution, No assurance can be given that the voters of the City will not, 
in the future, approve initiatives which repeal, reduce or prohibit the future imposition or increase of 
assessments, fees or charges, including the City’s SSC, which are a significant source of Revenues pledged 
to the payment of debt service on Series 2018-C Subordinate Bonds.

Notwithstanding the fact that the SSC may be subject to reduction or repeal by voter initiative 
undertaken pursuant to Section 3 of Article XIIIC, the City has covenanted to establish, fix, prescribe and 
collect rates, fees and charges in connection with the use of the System which meet the requirements of the 
Resolutions and in accordance with applicable law.

Article XIIID defines a “fee” or “charge” as any levy other than an ad valorem tax, special tax, or 
assessment imposed upon a parcel or upon a person as an incident of property ownership, including a user 
fee or charge for a property-related service. A “property-related service” is defined as “a public service 
having a direct relationship to a property ownership.” In the Bighorn Decision, the California Supreme 
Court held that a public water agency’s charges for ongoing water delivery are fees and charges within the 
meaning of Article XIIID. Article XIIID requires that any agency imposing or increasing any property- 
related fee or charge must provide written notice thereof to the record owner of each identified parcel upon 
which such fee or charge is to be imposed and must conduct a public hearing with respect thereto. The 
proposed fee or charge may not be imposed or increased if a majority of owners of the identified parcels 
file written protests against it. As a result, the local government’s ability to increase such fee or charge may 
be limited by a majority protest.

In addition, Article XIIID also includes a number of limitations applicable to existing fees and 
charges including provisions to the effect that (i) revenues derived from the fee or charge shall not exceed 
the funds required to provide the property-related service; (ii) such revenues shall not be used for any 
purpose other than that for which the fee or charge was imposed; (iii) the amount of a fee or charge imposed 
upon any parcel or person as an incident of property ownership shall not exceed the proportional cost of the 
service attributable to the parcel; and (iv) no such fee or charge may be imposed for a service unless that 
service is actually used by, or immediately available to, the owner of the property in question. Property- 
related fees or charges based on potential or future use of a service are not permitted.

Further, pursuant to Capistrano Taxpayers Association v, City’ of San Juan Capistrano, tiered rates 
charged to different classes of customers must be calculated based on the actual costs of providing the 
sendee. In Capistrano Taxpayers Association, the Court of Appeal held that Proposition 218 requires public 
water agencies to calculate the actual costs of providing water at various levels of usage and that Article 
XIIID, section 6, subdivision (b)(3) of the California Constitution, as interpreted by the California Supreme 
Court in Bighorn provides that water rates must reflect the “cost of service attributable” to a given parcel. 
The Court of Appeal further stated that “[w]hile tiered, or inclined rates that go up progressively in relation
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to usage are perfectly consonant with [A]rticle XIIID, section 6, subdivision (b)(3) and Bighorn, the tiers 
must still correspond to the actual cost of providing service at a given level of usage/1

The City believes that current sewer fees and charges that are subject to Proposition 218 should 
comply with the provisions thereof or are immune from legal challenge and that the City will continue to 
comply with the rate covenant set forth in the General Resolution in conformity with the provisions of 
Article XIIID of the California State Constitution. The City also believes that its sewer connection charges, 
Industrial Wastewater Permit Application Fees, Inspection and Control Fees and Sewerage Facilities 
Charges are not subject to the requirements of Article XIIID. Should it become necessary to increase the 
sewer fees and charges above current levels, the City would be required to comply with the requirements 
of Article XIIID in connection with such proposed increase. No assurance can be given that the voters of 
the City will not, in the future, approve initiatives which repeal, reduce or prohibit the future imposition or 
increase of assessments, fees or charges, including the City’s service fees and charges.

Implementing legislation pertaining to Proposition 218 may be introduced in the State legislature 
from time to time. Moreover, Proposition 218 was adopted as a measure that qualified for the ballot pursuant 
to California’s initiative process. From time to time other initiative measures could be adopted to modify 
Proposition 218. No assurance may be given as to the terms of such legislation or initiatives or their 
potential impact on the various fees and charges that constitute Revenues of the System, however, there 
could be a material negative impact on the City’s ability to collect such Revenues.

On November 2, 2010, voters of the State approved Proposition 26 (“Proposition 26”), which 
amended Article XIIIC of the State Constitution to expand the definition of a “tax” so that certain fees and 
charges imposed by governmental entities are subject to approval by two-thirds of each house of the State 
Legislature or approval by local voters, as applicable. Proposition 26 lists several exceptions to such 
definition of “tax”, including property-related fees imposed in accordance with Article XIIID (Proposition 
218), reasonable regulatory costs of performing investigations and inspections, and charges imposed as a 
condition of property development. The City believes that Proposition 26 does not apply to any of the User 
Fees imposed by the City because such fees are within various exceptions to Proposition 26.

Water Usage

General. The ability of the System to operate effectively is affected by the water supply for the 
City. DWP’s Los Angeles Aqueduct supply deliveries have, over the years, been reduced to fulfill 
environmental restoration commitments in the Mono Basin and Owens Valley. As a result, DWP has 
increased its purchase of water from The Metropolitan Water District of Southern California (“MWD”). a 
wholesale water supplier for the Southern California region. DWP is working with MWD to develop supply 
reliability for the City and all of MWD’s service area. The adequacy of MWD’s overall future supply 
reliability is dependent upon maintaining the supply of water available to MWD from the Colorado River 
and northern California, through the State Water Project’s California Aqueduct operated by the State of 
California Department of Water Resources (“DWR”) and various projects relating to water conservation, 
recycled water, conjunctive use, water transfers and exchanges, groundwater recovery and seawater 
desalination.

The adequacy of DWP’s water supply is affected by many factors, including but not limited to 
annual snowpack and rainfall, population growth, water use, groundwater basin quality and recharge trends, 
federal and State environmental rules and regulations, environmental restoration commitments, water 
quality, climate change, and area of origin issues. Sustained drought conditions or low water levels could 
adversely affect DWP’s water supply, water rates and demand for water services. Additionally, any natural 
disaster or other physical calamity, including acts of terrorism, earthquake, earth movements, floods, 
extreme weather or gradual climate change, may have the effect of reducing water availability, quality
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and/or distribution capabilities of DWP, impair the financial stability of DWP, affect infrastructure and 
other public improvements and private improvements and the continued habitability and enjoyment of such 
private improvements thus affecting revenues of DWP through damage to the Water System and to the 
economy of the surrounding area. See “Risk Factors - Potential Impact of Drought and Other Risks 
Relating to the Water Supply” herein.

In recent years the State has experienced serious drought conditions. On January 17, 2014, 
Governor Edmund G. Brown, Jr. declared a drought state of emergency, asked residents to reduce their 
water consumption by twenty percent and directed State agencies to take certain actions to ameliorate the 
shortage of water. On May 9, 2016, as a result of persistent severe drought conditions in many areas of the 
State, Governor Brown issued an executive order (the “2016 Executive Order”) that, among other things, 
made permanent many of the temporary conservation measures set forth in the Governor’s previous 
executive orders relating to the drought conditions. On April 7, 2017, as a result of the record rain and 
snowfall that have occurred in the State between November 2016 and March 2017, Governor Brown 
declared an end to the drought emergency in California (except with respect to four counties mostly located 
in the State’s agricultural Central Valley). However, the conservation measures put in place by the 2016 
Executive Order during the drought will continue.

On October 14, 2014, Los Angeles Mayor Eric Garcetti issued Executive Directive Number Five 
setting a goal of reducing per-capita water use by twenty percent in the City, directing City departments to 
take certain actions to meet the goal, and asking City residents to take certain voluntary actions. At this 
time, the City’s drought control efforts will continue notwithstanding the end to the drought emergency in 
California.

The City previously projected $1.7 billion in additional revenues from its adopted rate increases to 
fund additional capital projects and debt financing for the ten-year period from Fiscal Years 2017-18 to 
2026-27. The decrease in projected revenues reflect reductions in wastewater flow through Fiscal Year 
2017-18. The reduction of wastewater flow due to indoor water conservation has continued in the past two 
years, but at a reduced rate. Future wastewater flow will be affected by water conservation, but also by the 
increased numbers of customers due to continued infill development in the City. It is assumed that the 
wastewater volume contributed by the City’s customers will continue to decrease at 0.37 percent per year 
equal to the average reduction of wastewater flow treated by the City’s water reclamation plants over the 
past two years. No assurance can be provided that the extreme drought conditions experienced in recent 
years will not return. See “Risk Factors - Potential Impact of Drought and Other Risks Relating to the 
Water Supply” herein.

City Water Supply Plan. The City developed the 2015 Urban Water Management Plan (UWMP) 
with the purpose of meeting all future water demands with water supplies under average and dry' year 
conditions. The UWMP, updated every five years, is the City’s plan for water supply and guides the 
decision-making process to secure a reliable water supply for the City. In addition to, and building on the 
UWMP and other efforts, the City recently completed the Plan which is a collaborative approach to 
integrated water management and aims to further the many opportunities that exist to integrate efforts and 
programs. The Plan provides a comprehensive strategy consisting of new project, program and policy 
opportunities to manage water in a more integrated, collaborative, and sustainable manner. Both plans 
support the overall City goals for 50% reduction of purchased imported water by 2025, and 50% local water 
supply by 2035.

Number of Service Points and Billable Wastewater Volume

The following table sets forth the number of wastewater system service points that were billed and 
the billable wastewater volume subject to SSC during the past five Fiscal Years. A service point is a
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location where wastewater service is provided. There can be multiple accounts per service point in a single 
year, and multiple service points per account. This data has been restated to more accurately reflect the 
provision of wastewater services to customers. Previously, these figures were calculated based on the 
number of accounts that were billed.

TABLE 13
WASTEWATER SYSTEM SERVICE POINTS AND 

BILLABLE WASTEWATER VOLUME

Number of Service Points 
Fiscal Year Ended June 30

2018'1*Customer Class 2014 2015 2016 2017

Single Family 
Small Multifamily 
Large Multifamily 
Commercial/Industrial 
All Others

Total Customers

471,533
70,778
40,311
52,655
4,112

480,665 
70,128 
40,491 
52,614 
4,022

644,960 647,920 645,540

476,675
70,583
40,567
53,046
4,089

479,069
70,128
40,280
52,099
3,964

491,229
70,408
40,982
53,413
3,958

639,389 659,990

Billable Wastewater Volume'2* 
Fiscal Year Ended June 30

Customer Class 2014 2015 2016 20182017

Single Family'3*
Small Multifamily'3*
Large Multifamily'4*
Commercial/Indu strial'4'
All Others

Total Billable Wastewater Volume'5*

45,520 
11,776 
45,027 
32,448 
6,899 

141,670 139,024

45,921
11,867
41,391
33,161

6,684

44,934
12,108
38,944
32,140

5,661

44,070
11,558
38,879
30,319

6,128

40,440
11,955
39,592
31,037

6,059
133,787 130,954 129,083

Source: Bureau of Sanitation.
'** The number of service points that were billed in Fiscal Year 2017-18 increased from the previous year because of charges from 

prior years that were cancelled and rebilled in Fiscal Year 2017-18.
|2J In thousands of hcf (hundred cubic feet),
(h Billable wastewater volume for single family and multi-family dwellings of up to four units are based on each residential 

customer’s minimum average daily water consumption during the winter water use, further reduced by a dry weather 
compensation factor,

(4* Billable wastewater volume for large multifamily, commercial industrial and other customers is generally equal to 93 percent 
of total water sales volume. All customers who can demonstrate that the billable wastewater volume is less than 74 percent of 
annual water sales are billed at the lower estimate.

(5) Totals may not equal sum of components due to individual rounding.

The changes in billable wastewater volume from Fiscal Years 2013-14 through 2017-18 were 
caused in large part by the success of water conservation measures, which were mandatory7 beginning June 
1, 2009. See Sewer Rates and Revenues — Sewer Service Charge herein.

[Remainder of Page Intentionally Left Blank]
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The following table sets forth the projected number of service points and billable wastewater 
volume subject to SSC for Fiscal Years 2018-19 through 2022-23.

TABLE 14
PROJECTED WASTEWATER SYSTEM SERVICE POINTS AND 

BILLABLE WASTEWATER VOLUME

Number of Service Points 
Fiscal Year Ended June 30

Customer Class 2019 2020 2021 2022 2023

Single Family 
Small Multifamily 
Large Multifamily 
Commercial/Ind ustrial 
All Others 

Total Customers

482,140
70,578
40,538
52,433
3,989

483,683 
70,803 
40,668 
52,601 
4,002 

651,757 653,843

485,231
71,030
40,798
52,769
4,015

486,783
71,257
40,929
52,938
4,028

488,341
71,485
41,060
53,107

4,041
649,678 655,935 658,034

Billable Wastewater Volume12* 
Fiscal Year Ended June 30

Customer Class11* 2020 20222019 2021 2023

Single Family13'
Small Multifamily13*
Large Multifamily41 
Commerc ial/lndustrial'41 
All Others14’

Total Billable Wastewater Volume15*

44,687
11,001
37,751
30,417

4,758

44,521 
10,961 
37,611 
30,304 

4,740 
128,137 127,663

44,356
10,920
37,472
30,192

4,723

44,191
10.879
37,332
30,079

4,705

44,026
10,839
37,193
29,967

4,687
128,614 127,186 126,712

Source: Bureau of Sanitation.
(1! Assumes future decline in wastewater volume of 0.37 percent per year due to water conservation equal to the annual reduction 

in the wastewater treated by the City's water reclamation plants in the past two years.
I1) In thousands of hcf (hundred cubic feet).
(3* Billable wastewater volume for single family and multifamily dwellings of up to four units are based on each residential 

customer’s minimum average daily water consumption during the winter water use period, as adjusted by a dry weather 
compensation factor.

■4| Billable wastewater volume is generally equal to 93 percent of total annual water sales volume, subject to adjustment in 
connection with DWP water conservation policy changes. See Sewer Rates and Revenues” for a description of adjustments 
to the default percentage discharge for commercial customers. All customers who can demonstrate that their billable wastewater 
volume is less than 74 percent of annual water sales are billed at the lower estimate.

151 Totals may not equal sum of components due to individual rounding,

[Remainder of Page Intentionally Left Blank]
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Billing and Collection

Sewer Service Charge. Billing and collection services for the SSC are provided by DWP. With 
some limited exceptions, DWP currently bills residential customers on a bimonthly basis and commercial 
and industrial customers on a monthly basis. DWP prepares bills covering water and electric charges and 
non-DWP charges (such as sewer services, solid resources fee and State and local taxes). A utility project 
charge associated with certain “rate reduction bonds” authorized by Assembly Bill 850, to be issued by the 
Southern California Public Water Authority, will also be included on the bills DWP sends to its customers. 
The charge has not yet been added to the utility bills because of upgrades to the billing system. The utility 
project charge is a separately imposed charge and will not be included in DWP and the Bureau of Sanitation 
revenues.

Payments are posted in the following order: overdue receivables, customer deposits, water charges 
(including the utility project charge associated with the rate reduction bonds), electric charges, State and 
local taxes, sewer service charges, solid resources fees and bulky item fees. DWP transfers projected SSC 
revenue to the SCM Fund on a weekly basis based on expected revenues. The last payment of the month is 
adjusted for the actual revenues received for the month. A monthly billing and collection fee of $248,400 
is also subtracted from one of the weekly payments.

If a customer pays less than the amount billed for a billing period, then the payment is credited to 
the various utility services in the order set forth in the preceding paragraph. Payments received for the next 
billing period are credited first to the services in arrears, in the following order: (1) any required deposits, 
(2) water and electric charges, which are credited proportionally, and (3) the SSC, solid resources fee and 
bulky item fee, which are also credited proportionally. Remaining payments are then credited to the current 
services in the order set forth in the preceding paragraph. This procedure in effect brings any customer’s 
delinquent sewer service charges current, prior to applying payments against current charges, including 
water and electric.

DWP policy for most customers is that when a utility accounts receivable (water or electric) in 
arrears is $ 150 or greater, a late payment charge of 18 percent per annum is applied. When the total accounts 
receivable in arrears reaches $250, a collection procedure is started. The first step in this procedure is a 
“final notice.” This notice is mailed to the customer 20 days after the current bill’s issue date, when the past 
due balance of the account reaches a certain threshold in arrears (varies depending on the customer’s credit 
standing with DWP). This notice provides the customer a ‘last day to pay,’ typically two weeks from the 
date this final notice is issued.

A five-day shut off notice is issued to the customer after the ‘last day to pay’ date, which is 
approximately 37 days from the bill issue date, if the delinquent amount remains over $250. A customer’s 
failure to pay by the conclusion of the five-day period leads to a temporaty shut off of water and/or electrical 
service on the first field call. Should the bill remain unpaid ten days after the initial shut off, the water 
and/or electrical service may be permanently discontinued if a follow-up check in the field confirms this 
customer is no longer at the service location.

Certain DWP customers receive water and electric service by means of a master meter which may 
serve multiple dwelling units. Water and electrical service to multiple dwelling unit residences served by a 
master meter may be disconnected for non-payment. In February 1998, DWP implemented the Utility 
Maintenance Program as an alternative to the termination of master-metered service. This program is an 
extension of the existing Rent Escrow Accounts Program. Tenants who participate in the program have the 
option of putting their rent into an escrow trust fund established by the Los Angeles Housing Department 
to maintain utility services until such time as the delinquent bill is paid in full.
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Customer accounts where the water and/or electrical service are disconnected due to non-payment 
are monitored by DWP collections personnel. Unless a customer vacates the service location, DWP 
collections personnel will continue to regard the customer’s account as an active account and attempt 
collection of the delinquent amount. Should the customer vacate the service location, a closing bill is 
generated which initiates further collection efforts. An outside collection agency may be used on accounts 
with $10.00 to $4,999.99 outstanding as soon as 45 days after the closing bill is issued. Accounts with 
$5,000.00 or more outstanding are referred to the City Attorney for legal action. If the delinquent amount 
remains outstanding approximately three months after the closing bill has been issued, the amount owed is 
transferred into “write off’, where collection efforts will be maintained for up to four years from the closing 
bill issue date. The four-year period may be extended by up to one year under certain circumstances.

In September 2013, DWP launched a new customer information and billing system, designed and 
implemented by Pricewaterhouse Coopers LLP. Immediately following the launch of the new billing 
system, DWP experienced numerous billing issues in connection with the new system, including, but not 
limited to, (a) the inability to issue bills to customers, (b) the inability to issue accurate bills to customers,
(c) an increase in estimated bills that were sent to customers where metering information was not available, 
and (d) the inability to generate multiple business reports, including financial reports reflecting DWP’s 
accounts receivable.

As a result of the numerous billing issues, in November 2013, DWP temporarily adjusted its 
collection practices for past due balances until the problems with the new billing system could be resolved. 
Delayed billing and reduced collection efforts resulted in customer payments below anticipated levels. 
Commercial collections for past due amounts were recommenced in February 2014 and residential 
collections for past due amounts were recommenced in June 2014, with both efforts focused on collecting 
the higher balances of past due amounts. In an effort to reduce the past due balances, DWP offered a late 
payment penalty waiver to residential customers if such customers’ balances were paid off by the end of 
June 2014.

Additionally, as a result of the problems with the new customer information and billing system, 
several class action lawsuits were instituted against DWP by ratepayers claiming damages to certain of 
billing issues. DWP has reached a settlement in certain of these lawsuits (Case Nos. BC565618, BC571644, 
BC536272, and BC577267), which the court approved. At this point, the majority of customers have 
received their credits and adjustments and DWP is working with a court appointed monitor to complete the 
analysis of the remaining customer accounts and reach compliance with various metrics agreed to by DWP 
to improve customer experience and ensure accurate customer billing.

DWP is the billing agent of the SCM Fund for its SSC revenues. As such, DWP maintains the 
records of all SSC account receivables, both collectible and uncollectible. Included in these records are the 
SCM Fund uncollectable SSC receivables arising from the transition to the new billing system, but are 
waiting to be written off until resolution of the settled lawsuits, and possibly after resolution of DWP’s 
lawsuit filed against Pricewaterhouse Coopers LLP related to the new customer information and billing 
system.

There are two other pending class action lawsuits: (a) Morski v. City of Los Angeles, Case No. BC 
568722 (the “Morski Action”) and (b) Macias, et al. v. City of Los Angeles, Case No. BC 594049 (the 
“Macias Action”). The Morski Action generally alleges that DWP’s practice of tiered billing violates 
applicable City ordinances insofar as DWP bases such tiered billing on anything other than regular actual 
monthly meter reads (“Non-Monthly Tiered Billing”). The Macias Action includes such Non-Monthly 
Tiered Billing claims, and also alleges that DWP violated California’s Bane Act by threatening customers 
with termination of their utility services. Finally, the Macias Action broadly alleges claims that overlap
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with those being settled by DWP in several other class actions. Both cases are in their early stages, and it 
is therefore difficult to estimate the potential financial exposure to DWP.

The total SSC accounts receivable were $93.8 million as of June 30,2017 and $103.6 million as of
June 30,2018.

The annual rate adjustment effective July 1, 2015 was mostly offset by a 3.8 percent reduction in 
the billable sewage volume for Fiscal Year 2015-16. This resulted in a 2.0 percent increase in the billed 
SSC revenue. The Fiscal Year 2015-16 revenue remitted by DWP to the System was 7.0 percent higher 
than the Fiscal Year 2014-15 revenue. The five percent difference between the increased billed and remitted 
revenues can therefore be largely attributed to the recovery of accounts receivable from years prior to Fiscal 
Year 2015-16. The accounts receivable had increased due to changes in collection practices associated with 
implementation of DWP’s new billing system. The Fiscal Year 2016-17 revenue was $555 million, a 1.0 
percent increase from the actual Fiscal Year 2015-16 revenue. The Fiscal Year 2017-18 revenue of $589 
million was a 6.1 percent increase from Fiscal Year 2016-17. The $627 million revenue in the budget for 
Fiscal Year 2018-19 assumes no further sewage volume reduction from Fiscal Year 2017-18 levels. 
However, since the budget was established, sewage volume has continued to decrease, though at a reduced 
rate from previous years. SSC revenue projections for Fiscal Years 2019-20 to 2022-23 assume a 0.37 
percent annual reduction of sewage volume. The Bureau of Sanitation and DWP continue to work together 
to refme projections of the impact of water conservation on the SSC revenues.

The following table sets forth the SSC budgeted, billed, and collected amounts for Fiscal Years 
2013-14 through 2017-18:

TABLE 15 
SSC REVENUE

BUDGET, BILLINGS, AND REMITTANCE 
Fiscal Year Ending June 30 

(in Thousands)

Remitted as a 
Percent of Billed®

Billed as a
Remitted Percent of BudgetFiscal Year BilledBudgeted

2014®
2015®
2016®

$542,000
577.000
541.000 
532,395 
561,010

$506,884
530,147
540,717
565,789
594,365

$491,135
513,931
549,943
555,309
589,046

93.5% 96.9%
91.9 96.9
99.9 101.7

2017 106.3 98.1
2018 105.9 99.1

Source: Bureau of Sanitation.
(1) DWP’s remittance rate of SSC revenue varies from year to year and may exceed 100% because of differences in average time 

taken by customers to pay their bills and differences in the estimation used to calculate expected revenue versus actual revenue. 
The remittance rate in Fiscal Year 2015-16 reflects collection of accounts receivable in prior years.

I2' Billings were below budgeted due to the success of water conservation measures and issues from DWP's new billing system.
(T; Budgeted revenues in Fiscal Year 2014-15 included an assumption of recovery of $25 million from uncollected Fiscal Year 

2013-14 billings. Billed and remitted revenue increased by 4.6 percent from the previous year, reflecting a 1.9 percent reduction 
in the billable wastewater volume partially offsetting the effect of the annual rate adjustment effective July 1, 2014.

(4) DWP previously halted their collection process once it was determined that there were significant programming issues in their 
new billing system. Remittances in Fiscal Years 2015-16 and 2016-17 reflect collection of prior years’ accounts receivable due 
to resumption of DWP's collections measures consistent with their stated collections policies.

Sewerage Facilities Charge. The SFC is collected along with Bonded Sewer Fees and Tapping 
Fees as part of the building permit and sewer connection permit application procedures. Permits are not
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granted until the SFC payment has been received. The SFC, Bonded Sewer Fees, and Tapping Fees are 
deposited by the Department of Public Works directly into the SCM Fund as received by the City.

Industrial Waste Charges. Billings for QSF, Inspection and Control Fees and SIU Fees are 
prepared by the Bureau of Sanitation, Industrial Waste Management Division. All customers are billed 
quarterly in arrears except for dental offices that are billed annually in advance. Payments are remitted to 
the Department of Public Works and deposited directly into the SCM Fund. All fees that are not paid by 
the end of the month in which they are due become delinquent and a delinquency charge of 2.5 percent of 
the principal balance owed is added to the amount due. The delinquent dates are February 1, May 1, August 
1 and November 1. Delinquent accounts are referred to a collection agency or to the Office of Finance for 
collection activities within 45 days of the delinquent date.

Wastewater Service Contract Charges. Billings under the Universal Terms Contracts and the older 
Sewage Disposal Contracts are prepared annually by the Department of Public Works according to the 
contractual obligation of each Agency or Entity (as described in “The Wastewater System - Subscribing 
Agencies” herein) to pay its contractual share of operation and maintenance (“O&M”) expenses and capital 
costs of the System. Allocations of O&M expenses and capital costs are prepared by the Bureau of 
Sanitation. Under contractual provisions, O&M and capital bills for those Agencies with Universal Terms 
Contracts are payable bimonthly during the year in which they receive service, with a later reconciled bill 
to adjust for actual costs. For other Entities, O&M and capital bills are payable in arrears. Some of the 
Sewage Disposal Contracts do not specify the timing of capital bills and, in nearly all such cases, they are 
billed semiannually in arrears.

The City has certain billed accounts receivable with respect to these charges. The Universal Terms 
Contracts between the City and most Agencies allow the City to collect late payment charges. Late payment 
charges are not authorized under the older contracts, which provide less than one percent of the total billings 
to the Agencies and other Entities. It is the City’s policy to carefully monitor its accounts receivable. If 
payment is not made by the contractual due date, overdue notices are sent and telephone contact made to 
determine why payment was not made. The City has not terminated service when an Entity failed to pay 
these charges because of the essential nature of the service provided to the Entities by the System, In those 
cases where late payments do occur, the City has imposed late charges sufficient to offset any lost revenues 
as a result of such delinquencies.

Labor and Employment

Several City departments and bureaus contribute labor and employee time to the operation of the 
System. See “Organization and Management of the System” herein. The primary labor and employment 
budget for the System is that of the Bureau of Sanitation, whose authorized workforce is as shown in the 
following table:

TABLE 16
BUREAU OF SANITATION AUTHORIZED POSITIONS

Fiscal Year Ending 
June 30

Authorized Number 
of Positions

2015 1,276
1,2982016

2017 1,331
2018 1,300

1,3772019
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Bureau of Sanitation’s workforce is 99% unionized under a number of separate labor organizations 
that collectively refer to themselves as the Coalition of Los Angeles City Unions as well as the non-coalition 
Engineers and Architects Association. The City has memoranda of understanding that are effective through 
either Fiscal Year 2017-18 or 2018-19 with all unions that are part of Bureau of Sanitation. The System has 
not experienced any work stoppage over the past five years and does not currently anticipate any work 
stoppage. See Appendix A - “Certain Information Regarding the City of Los Angeles - Budget and 
Financial Operations - Labor Relations” attached hereto.

Retirement and Other Postemployment Benefits Contributions

The City ’s annual required contribution to the Los Angeles City Employee’s Retirement System 
(“LACERS”) includes amounts related to the retirement benefits and other postemployment healthcare 
benefits (“OPEB”) of City employees who work on the System, which are attributable to the SCM Fund. 
See Appendix A - “Certain Information Regarding the City of Los Angeles - Budget and Financial 
Operations - Labor Relations” attached hereto. Such System-related expenses, including any additional 
amounts relating to the Early Retirement Incentive Program, are first paid from the City’s General Fund 
and subsequently reimbursed from the SCM Fund through application of a Cost Allocation Plan (“CAP”), 
which is subject to approval each year by die Federal government in connection with on-going grant 
compliance procedures. The CAP is based on historical data from the prior two years. Annual OPEB 
amounts attributable to the SCM Fund are included in the retirement calculations for the CAP rates 
applicable to the System.

The System’s percentage share of such costs may increase or decrease from year to year depending 
on, among other things, the number of covered employees attributable to the SCM Fund, the overall number 
of Cityr employees and the retirement benefits accruing to the respective employees. The following table 
sets forth retirement and OPEB contributions from the SCM Fund for Fiscal Years 2013-14 through 
2017-18.

TABLE 17
SEWER CONSTRUCTION AND MAINTENANCE FUND 

RETIREMENT AND OPEB CONTRIBUTIONS

Wastewater System 
Contribution*2’

Total City 
Contribution*1)

Wastewater System 
PercentageFiscal Year

367.772.000
411.509.000
434.639.000
459.400.000
450.813.000

28,780,215
31,937,635
32,349,557
34,065,441
33,277,267

2014 7.83
2015 7.76
2016 7.44
2017 7.42
2018 7.38

Source: City of Los Angeles, Office of the City Administrative Officer.
Total City contributions are based on the CAP, which is based on actual historical data that lags by two years 
and is reconciled by an adjustment factor.

(2i Based on the City’s overhead rates for the respective Fiscal Year for budget purposes.
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The System’s contribution to the City’s pension and OPEB costs for Fiscal Year 2017-18 is 
expected to be $33,277,267, which is approximately 7.38% of the City’s pension cost and 3.20% of the 
System’s budget. [The City is generally projecting increases to the amount it will contribute to LACERS 
over the next three years.] See Appendix A - “Certain Information Regarding the City of Los Angeles - 
Budget and Financial Operations - Los Angeles City Employees’ Retirement System (“LACERS”)” 
attached hereto for a description of the City’s historical and current projected pension and OPEB 
contributions. The System’s projected share of the City’s projected contributions to LACERS are included 
in the pro forma statement of financial operations included herein. See “ Projected Operation and 
Maintenance Expenses” herein.

The City’s current retirement contribution projections, as set forth in Appendix A, are based on, 
among other things, information provided by LACERS’ actuary and LACERS’ current actuarial 
assumptions, which are based on the results of LACERS’ most recent triennial experience study. Actual 
retirement and OPEB costs attributable to the SCM Fund may be more or less than and may vary materially 
from the amounts included in the projections for the System. The System has experienced similar 
fluctuations in expenditures in the past and will make adjustments to revenues and expenditures as 
necessary to address any such changes in expenditures. There can be no assurance that the retirement and 
OPEB costs attributable to the SCM Fund will not materially increase.

[Remainder of Page Intentionally Left Blank]
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Cash Receipts and Disbursements

The following table sets forth unaudited cash receipts and disbursements of the SCM Fund for 
Fiscal Years 2013-14 through 2017-18.

TABLE 18
SEWER CONSTRUCTION AND MAINTENANCE FUND 

SUMMARY OF OPERATIONS AND DEBT SERVICE COVERAGE 
CASH BASIS (UNAUDITED) (in Thousands)

Fiscal Year Ended June 30

2014 2015 2016 2017 2018
OPERATING RECEIPTS 

Sewer Service Charge 
Sewerage Facilities Charge 
Industrial Waste Fees® 
Wastewater Service Contracts!2) 
Interest Income0*
Other

$491,135
12,061
16,222
19,290
2,448
2,592

$513,931
17,194
18,294
18,459

1,803
2,960

$549,943
14,503
18,174
18,822
2,901
3,043

$555,309
18,640
19,607
24,303

3,737
3,066

$589,046
16,468
17,221
19,975
4,700
4,275

Total Operating Receipts 
Non-Operating Revenues14) 

TOTAL REVENUES
Less Operating Expenses® 

NET REVENUES

543,748
8,789

572,641
14,373

607,386
8,764

624,662
11,579

651,685
33,998

552,537
286,581

587,014
283,317

616,150
270,233

636,241
288,730

685,683
308,191

$265,956 $303,697 $347,511$345,917 $377,492

DEBT
Senior Debt Service 
Subordinate Debt

Wastewater System Commercial Paper Notes 
Variable and Fixed Rate Subordinate Bonds 
State Revolving Fund Loan 

TOTAL DEBT

$ 97,924 $106,353 $ 82,591$101,423 $ 87,225

0 93 17 0 0
79,074
13,605

87,033
13,605

93,170
13,605

106,329
13,605

127,700
13,605

$190,603 $202,154 $213,145 $207,159 $223,896

$ 75,353 $101,543 $132,772 $140,352 $153,596NET REVENUES AFTER DEBT SERVICE

Debt Service®
Senior Debt Service Coverage 
Debt Service Coverage®

NON-OPERATING REVENUES 
Grant Reimbursement 
State Grants - Others 
Wastewater Service Contracts!7)
FEMA Reimbursement
Interest Income on Bonds-Construction Funds
Total Non-operating Revenues

$176,998 $193,554$188,549 $199,540 $210,291
2.72 2.99 3.25 3.98 4.57
1.50 1.61 1.73 1.80 1.80

$ 8,383 $ 2,467 $ 10,949 $ 4,394 $ 3,884
0 1 194

12,153
1,224

17,703 24,174 22,343
27,495

13,642
3,330
2,981

80 0

$ 21,760 $ 20,251 $ 35,317 $ 54,232 $ 23,837

NON-OPERATING EXPENSES 
Deposits to Escrow Accounts!8) 

BALANCE AVAILABLE®
$ 0 $ 0 $ $0 $ 13,170 0
$ 97,113 $181,414$121,794 $168,089 $177,433

Source: City of Los Angeles, Office of Accounting. Amounts above were prepared on a cash basis and differ from amounts in the 
Debt Service Compliance Report for the Fiscal Year ended June 30, 2017 (With Independent Auditor’s Report Thereon) attached 
as Appendix E hereto, which were prepared on an accrual basis.

(Footnotes continued on next page.)
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(Footnotes continued from previous page.)

llJ Includes Quality Surcharge Fees, Permit Application Fees, Inspection and Control Fees, and SIU Fees.
(21 Operations and maintenance portion of Wastewater Service Contract payments (excluding capital charge component, which is 

not treated as Revenues).
n) Interest on all SCM funds except construction funds. Amounts in the SCM Fund are invested separately from amounts Horn the 

City’s General Fund.
|4:' Includes non-operating revenues considered in the debt service coverage calculation as defined in the Wastewater General 

Resolution. After the April 25, 2017 adoption of the Refundable Credits Amendments, the BABs and RZEDB credits are not 
included in the non-operating revenues considered in the debt service coverage calculation.
Operating expenses for 12-Month Ending on June 30, 2016 and 2017 include SSC refunds of approximately $168k and $209k. 

® Excludes SRF loan, which is subordinate to the Senior Lien Bonds, the Subordinate Bonds and the Wastewater System 
Commercial Paper Notes.

W This category includes only the capital portion of Wastewater Service Contract payments.
I8) Release of money in the Debt Service Fund and Reserve Fund in connection with the refunding of certain prior bonds.

Amount represents surplus Revenues equal to the balance of operating and non-operating revenues available for capital costs or 
other purposes. This category does not include prior Fiscal Year’s ending fund balance or interest on all construction funds.

[Remainder of Page Intentionally Left Blank]
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Sewer Construction and Maintenance Fund Cash Balances

The following table sets forth the cash balances of the Sewer Construction and Maintenance Fund’s 
unrestricted and restricted funds.

TABLE 19
SEWER CONSTRUCTION AND MAINTENANCE FUND 

CASH BALANCES IN ALL FUNDS (UNAUDITED)
(in Thousands)

As of June 30
2014 2015 2017 20182016

UNRESTRICTED FUNDS 
Sewer Construction and Maintenance'15 
Sewer Operation and Maintenance'25 
Sewer Capital'35 
Construction Funds1'455

Total Unrestricted Funds

$ 75,651 
24,333 
18,424

$ 56,950 
41,535 
31,512

$ 66,217 
45,359 
28,414

$ $

$118,408 $129,997 $139,990

RESTRICTED FUNDS 
Construction Funds'45 
Reserv e Funds'55 
Debt Service Funds 
Operation and Maintenance Reserve 
Insurance and Liability Claims Funds'65 
Emergency Fund 
Rebate Funds

Total Restricted Funds

$151,903 
, 101,944

20,510
37,027

3.000
5.000

$110,364
108,356

19,746
37,099

3.000
5.000

$252,054
108,407

16,598
36,981
3.000
5.000

366366 366
$319,750 $422,406 $283,931

$438,158 $423,921$552,403TOTAL FUNDS

Source: City of Los Angeles, Office of Accounting, from records of the City Controller.
(1) All Revenues are deposited into this account.
[-2> O&M expenses are paid from revenues transferred from the SCM Fund.
(v> Grant receipts and Wastewater Service Contract capital payments are deposited into this account.
(4) These funds are funded with proceeds of the Senior Lien Bonds, Subordinate Bonds, and Wastewater System Commercial Paper 

Notes. [Consider adding auditors note]
<5) These funds are funded with proceeds of Senior Lien Bonds.
(6) Amounts in these funds are restricted by City accounting practices and not by the General Resolution.

[Remainder of Page Intentionally Left Blank]
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Property, Plant and Equipment

The City has consistently invested in its property, plant and equipment. Expenditures for property, 
plant and equipment of the System (at cost) was $8.0 billion in Fiscal Year 2016-17, representing an 
approximate 31 percent increase in investment in the last ten Fiscal Years. Net debt represented 
approximately 67 percent of net plant as of June 30, 2017, which is down from a high of approximately 71 
percent as of June 30, 1992 and up from the percentages over most of the last ten years. The following table 
sets forth the City’s expenditures on property, plant and equipment and the balances in the total debt 
attributable thereto for the last ten Fiscal Years.

TABLE 20
SEWER CONSTRUCTION AND MAINTENANCE FUND 
GROWTH IN PROPERTY, PLANT AND EQUIPMENT 

(in Thousands)

Property, 
Plant and 

Equipment 
(at cost)

Net Property, 
Plant and 

Equipment 
(depreciated)

Net Debt as 
Percent of 
Net Plant

Fiscal Year 
Ended June 30

Total
Debt

Net
Debt(1)

$6,063,168
6,332,843
6,541,977
6,684,116
6,804,411
7,000,335
7,176,030
7.415.073
7.660.074 
7,954,118

$3,715,623
3,831,965
3,891,258
3,865,681
3,833,969
3,863,746
3,895,191
3,990,863
4,086,529
4,226,698

$2,182,043
2,306,865
2,409,807
2,459,480
2,404,503
2,484,657
2,509,142
2,744,506
2,641,228
2,817,566

2008 $2,271,653
2,405,516
2,505,709
2,567,085
2,507,195
2,582,893
2,611,225
2,852,209
2,750,730
2,920,128

58.73%
60.20
61.93
63.62 
62.72 
64.31 
64.42 
68.77
64.63 
66.66

2009
2010
2011
2012
2013
2014
2015
2016
2017

Source: City of Los Angeles, Office of Accounting.
(1) Total debt net of balances in debt service reserve funds.

[Remainder of Page Intentionally Left Blank]
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Projected Operation and Maintenance Expenses

The following table sets forth the projection of total wastewater system operation and maintenance 
expenses by major service category and expense for Fiscal Years 2018-19 through 2022-23.

TABLE 21
PROJECTED OPERATION AND MAINTENANCE EXPENSES

(in Thousands)

As of June 30
2019 2020 20232021 2022

$ 65,006 $ 67,244 $ 69,281Conveyance System 
Wastewater Treatment: 

Hyperion System 
Terminal Island System 

Total Treatment 
Departmental Support11 >
City Support Services12)

Total O&M Expenses13)

$ 71,324 $ 73,427

146,880
23,626

151,737
24,355

$176,092
$110,461

27,172
$380,969

156,425
25,204

$181,629
$113,755

27,859
$392,524

160,965
25,970

$186,935
$117,110

28,536

165,637
26,760

$170,506
$106,449

38,670

$192,397
$120,568

29,231
$380,631 $403,905 $415,623

Source: Bureau of Sanitation.
n-1 Includes Environmental Monitoring and Regulation, Industrial Waste Management, Wastewater Engineering Services, 

Executive, Administration, Financial Management, Information & Control Systems, and Industrial Safety and Compliance 
Divisions of the Bureau of Sanitation and other Bureau support services such as solid resources management.

12) Includes support services from City Departments or Offices outside of the Bureau of Sanitation. Also includes allowances for 
SSC refunds and billing services provided by DWP.
Total may not equal sum of components due to individual rounding.

The foregoing projection is based upon City estimates which reflect, as of the date of projection, 
analysis of historical costs, known and expected changes in future service requirements, increased costs 
due to treatment plant modifications and expanded operational procedures, and an overall estimate of future 
price escalation.

Projected Statement of Revenues and Expenditures

The following table sets forth a projected operations statement based on revenue and expenditure 
projections developed by the Bureau of Sanitation. This projected operations statement includes a number 
of assumptions, including that the number of customers will remain approximately the same as it is at this 
time and that sewage volume will decrease at an annual rate of 0.37 percent, which is a smaller annual 
decrease than in previous years. The volume reduction resulted from water conservation measures enacted 
due to the recent drought in the State. The achievement of certain results or other expectations contained 
in the following table involve known and unknown risks, uncertainties and other factors which may cause 
actual results, performance or achievements reflected in the following table to be materially different from 
any future results, performance or achievements expressed or implied by such table. Although, in the 
opinion of the Bureau of Sanitation, such projections are reasonable, there can be no assurance that any or 
all of such projections will be realized or predictive of future results.
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TABLE 22
PRO FORMA STATEMENT OF FINANCIAL OPERATIONS 

UNDER INDICATED REVENUE LEVELS 
(in Thousands)

Fiscal Year Ending June 30

20202019 2022 20232021
REVENUES
Rates As of July 1, 2017 
Increased Rates 

Total User Charges Revenue®* 
Other Revenue®

$602,944
35,456

$592,538
185,878

$598,728
120,298

$595,744
153,181

$602,038
76,836

778,416
109,617

638,400
119,416

678,874
109,035

719,026
107,569

748,925
108,958

$787,909 $888,033$757,816 $826,595 $857,883Total Revenue®

EXPENDITURES
Operation & Maintenance Expense®'®
Debt Service 

Senior Lien Bonds
Existing Senior Lien Bonds®
Additional Senior Lien Bonds®

Subordinate Bonds
Existing Subordinate Bonds®!
Series 2018 Subordinate Bonds®!
Series 2018-C Subordinate Bonds®0! 
Additional Subordinate Bonds 

Accruals for Subsequent Years®1!
Wastewater System Commercial Paper Notes®2! 
SRF Clean Water Loans 

Operating Reserve®3!
Cash Financing of Construction 
Additions to Minimum Operating Balance 
Total Expenditures®4!

$380,969 $415,623$380,631 $392,524 $403,905

54,628 76,076
35,550

86,387
53,481

58,458
15,375

52,758
72,5720

117,409 
19,016 
3,909

144,467
9,710
2,125

138,637
19,015
3,924

111,731
19,014
3,916

141,350
19,014
3,916

00 0 0 0
(4,523) 2,267

5,123
13,605

3,755
6,000

13,605
1,424

181,000
(748)

2,661
6,000

13,605
1,404

178,000

2,979
6,000

13,605
625

13,605
2,429

136,000
29,954

42 1,444
173,000 182,000

(298)431 709
$769,651 $810,848 $849,520 $910,963$880,813

Source: Bureau of Sanitation.
Includes increases effective on each of July 1 from Fiscal Years 2018-19 through 2020-21 and assumed 4.5 percent annual 
increases in Fiscal Years 2021-22 and 2022-23. Assumes continued 0.37 percent annual reduction of sewage volume, reflecting 
the average reduction of wastewater flow treated by the City’s water reclamation plants from Fiscal Years 2015-16 to 2017
18. See Water Usage” and “Risk Factors - Potential Impact of Drought and Other Risks Relating to the Water Supply” 
herein.
Includes revenue from the O&M portion of wastewater service contract payments, the SFC, industrial wastewater fees, interest 
income on all funds except Construction Funds, bonded sewer fees, and miscellaneous revenue. For Fiscal Year 2019-20, 
amounts are less than for the previous year because in Fiscal Year 2019-20 “Other Revenue” includes a credit owed by the 
General Fund for prior overpayment for overhead expenses and an amount for Refundable Credits that will be credited to a 
bond fund in future years.
The increase in the projected revenue for Fiscal Year 2018-19 as compared to the actual revenue for Fiscal Year 2017-18 is 
primarily due to increased service charge revenue following the rate increase effective July 1, 2018 together with the expected 
receipt of the past due service charge revenue from the City of Burbank.
See Table 21 (Projected Operation and Maintenance Expenses) herein for the components of the O&M expense. Includes the 
System’s projected share of the City’s projected contributions to LACERS, based on projected contributions as of June 1,2014.

Retirement and Other Postemployment Benefits Contributions” herein.
The increase in the projected operation and maintenance expense for Fiscal Year 2018-19 as compared to the actual revenue 
for Fiscal Year 2017-18 is primarily due increased reimbursement to the General Fund for services provided to the SCMF, 
expected payout for litigation settlement, and increased salaries.

0)

(2)

(3)

(4)

See
(5)
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(6) Represents principal and interest becoming due and payable on all Senior Lien Bonds issued and Outstanding in each Fiscal 
Year, following the refunding of the Refunded Bonds, as offset by the Refundable Credits relating to Direct Subsidy Bonds 
pursuant to a resolution adopted by City Council on April 25, 2017. For Fiscal Year 2018-2019, the Refundable Credits reflect 
an expected reduction of 6.2%, or $365,267 as a result of the Sequester. The effect of Sequestration on Fiscal Years 2019-20 
through 2022-23 is currently unknown and for the purposes of this forecast no reduction is assumed. See “Security and Sources 
of Payment for the Series 2018-C Subordinate Bonds - Amendment to the Resolutions Relating to the Refundable Credits” 
herein.
Assumes an interest rate of 5.00 percent for additional Senior Lien Bond issuances and 30-year amortization structured against 
existing debt service. Assumes bond issuances funding net construction proceeds of $170 million, $275 million, $285 million, 
$280 million, and $195 million in Fiscal Years 2019-20 through 2023-24, respectively.
Represents principal and interest becoming due and payable on all Existing Subordinate Bonds issued and Outstanding in each 
Fiscal Year, following the delivery ofthe Series 2018-B Subordinate Bonds and the Series 2018-C Subordinate Bonds, and the 
corresponding refunding of the Series 2012-D Subordinate Bonds and termination of the Swap Agreements. See “Plan of 
Finance” and “—Anticipated Financings” herein.
Includes projected debt service on the 2018-A Subordinate Bonds and the Series 2018-B Subordinate Bonds.
Includes projected debt service on the Series 2018-C Subordinate Bonds. Assumes an all-in interest cost of 3.0 percent on the 
Series 2018-C Subordinate Bonds.
Additional deposits in the Debt Service Fund; amounts are in excess of required monthly principal and interest deposits. 
Reflects interest at an assumed annual interest rate of 3.0 percent on projected Wastewater System Commercial Paper Notes. 
Reflects excess amounts available for deposit into the Operating Reserve.
Total may not equal sum of components due to individual rounding.

(7)

<*>

(9)

(10)

Ob
02)

(13)

(14)

Outstanding Indebtedness

Senior Lien Bonds and Subordinate Bonds heretofore issued were issued pursuant to the City 
Charter and the Authorizations. Pursuant to the amended and restated charter approved by the voters of the 
City, additional revenue bonds and notes of the City in excess of the aggregate principal amount approved 
pursuant to the Authorizations may be issued upon adoption of a procedural ordinance and without any 
further authorization by the voters of the City. The Series 2018-C Subordinate Bonds are being issued 
pursuant to the City Charter and the Procedural Ordinance.

As of September 1, 2018, the City had $1,022,140,000 aggregate principal amount of Existing 
Senior Lien Bonds Outstanding and $1,573,970,000 aggregate principal amount of Existing Subordinate 
Bonds Outstanding, excluding Wastewater System Commercial Paper Notes Outstanding.

In addition, the City has also authorized a maximum of $400,000,000 aggregate principal amount 
of Subordinate Bonds in the form of Wastewater System Commercial Paper Notes. The Wastewater System 
Commercial Paper Notes are currently supported by Letters of Credit issued by Barclays Bank PLC and 
The Toronto-Dominion Bank, acting through its New York Branch.

[The Wastewater System Commercial Paper Notes arc currently supported by letters of credit {the 
Letters of Credit”) issued by Barclays Bank PLC and The Toronto-Dominion Bank, acting through its 

New York Branch. The maximum amount of Wastewater System Commercial Paper Notes that may be 
outstanding at any particular time under the existing Letters of Credit for the Wastewater System 
Commercial Paper Notes is $250,000,000.] There are currently $50,000,000 aggregate principal amount of 
Wastewater System Commercial Paper Notes Outstanding. Subsequent to the issuance of the Series 2018- 
A Subordinate Bonds as described herein, no Wastewater System Commercial Paper Notes will be 
Outstanding. See “Financial Operations of the Wastewater System - Anticipated Financings” and “Plan of 
Finance” herein.

[Remainder of Page Intentionally Left Blank]
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The following table sets forth the Outstanding Wastewater System Revenue Bonds and Wastewater 
System Commercial Paper Notes.

TABLE 23
CITY OF LOS ANGELES OUTSTANDING WASTEWATER SYSTEM 
REVENUE BONDS AND COMMERCIAL PAPER REVENUE NOTES 

(in Thousands) (as of September 1,2018)(1)

Amount
Issued

Final
Maturity

Amount
OutstandingIssue

Series 2009-A 
Series 2010-A 
Series 2010-B
Series 2010-A (Subordinate)
Series 2012-A (Subordinate Refunding)
Series 2012-B (Subordinate Refunding)
Series 2012-A (Refunding)
Series 2012-C (Subordinate Refunding)
Series 2012-D (Subordinate Refunding)
Series 2013-A (Subordinate Refunding)
Series 2013-A
Series 2013-B (Refunding)
Series 2015-A
Series 2015-B (Refunding)
Series 2015-C
Series 2015-D (Refunding)
Series 2015-A (Subordinate Refunding)
Series 2017-A (Subordinate)
Series 2017-B (Subordinate Refunding)
Series 2017-C (Subordinate Refunding) (Taxable) 
CP Notes®

$ 6/1/2019
6/1/2039
6/1/2040
6/1/2032
6/1/2024
6/1/2032
6/1/2024
6/1/2027
6/1/2032
6/1/2035
6/1/2043
6/1/2035
6/1/2045
6/1/2035
6/1/2045
6/1/2034
6/1/2024
6/1/2047
6/1/2039
6/1/2039

$ 454,785 
177,420 
89,600 

199,790 
157,055
253.880
49.650 

133,715 
280,860 
349,505 
149,980
143.880 
188,755 
41,175

100,835
108,860
21.650 

227,540 
107,155 
115,455 
200,000

7,445
177,420
89,600
68,140
99,395

246.365
49.650 

117,545 
280.860 
290,730 
149,980 
109,015 
188,755
41,175

100,835
108,265
21.650 

227,540 
107,155 
114,590
50,000

$2,646,110$3,551,545

] Does not include the issuance of the Series 2018-C Subordinate Bonds, the completion of the refunding described under “Plan 
of Finance” herein, nor the completion of the refunding described under Anticipated Financings” herein.

■2) The City has authorized a maximum of $400,000,000 aggregate principal amount of Subordinate Bonds in the form of CP Notes. 
The maximum amount of CP Notes that may be Outstanding at any particular time will be $250,000,000.

[Remainder of Page Intentionally Left Blank]
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Annual Debt Service Requirements

The following table sets forth the amounts required in each Fiscal Year ending June 30 for the payment of principal and interest on all 
Outstanding Senior Lien Bonds and Subordinate Bonds.

TABLE 24
CITY OF LOS ANGELES 

WASTEWATER SYSTEM REVENUE BONDS 
DEBT SERVICE ON ALL SENIOR LIEN BONDS AND SUBORDINATE BONDS

Series 2018-C Subordinate Bonds Debt Service on 
Other

Subordinate
Bonds®®

Debt Service on 
All Subordinate 

Bonds

Debt Service on 
All Senior Lien 

Bonds®®

Total Debt 
Service on All 

Bonds®

Total 
Principal 

and Interest

Fiscal Year 
Ending 
June 30 Principal Interest

$ 147,731,170.96 $ 147,731,170.96 $ 60,519,465.10 $ 208,250,636.06
148,256,576.74 
127,028,238.14
121.350.747.44 
150,969,671.54 
109,981,499.04
148.351.434.44 
161,510,635.32 
150,811,382.52 
118,096,072.72 
123,938,790.56 
117,497,325.06 
117,171,880.96 
116,847,284.16
70,936,222.76 
70,938,512.40
79.283.576.66 
33,618,012.60 
33,619,917.36 
33,622,089.46
33.619.471.66
14.521.362.50
14.521.562.50
14.520.762.50
14.523.362.50 
14,523,000.00
14.521.662.50
14.522.775.00
14.524.500.00

$2,331,359,500.00 $2,331,359,500.00 $1,920,096,732.08 $4,251,456,232.08

$$ $2019
148,256,576.74
127,028,238.14
121.350.747.44 
150,969,671.54 
109,981,499.04
148.351.434.44 
161,510,635.32 
150,811,382.52 
118,096,072.72 
123,938,790.56 
117,497,325.06 
117,171,880.96 
116,847,284.16
70,936,222.76
70,938,512.40
79.283.576.66 
33,618,012.60 
33,619,917.36 
33,622.089.46
33.619.471.66
14.521.362.50
14.521.562.50
14.520.762.50
14.523.362.50 
14,523,000.00
14.521.662.50
14.522.775.00
14.524.500.00

64.349.602.60
81.967.102.60
92.278.352.60
58.649.852.60
97.117.352.60
61.289.852.60
49.724.602.60
61.546.852.60
71.574.102.60
65.730.852.60
71.863.352.60
71.863.852.60
71.865.602.60
71.869.602.60
71.866.602.60
63.237.602.60
79.709.352.60 
78,714,847.66 
77,685,223.50 
76,621,481.06

103,806,970.56
63.260.150.00
63.263.400.00
63.261.650.00
63.228.900.00
63.230.150.00

212,606,179.34
208,995,340.74
213.629.100.04 
209,619,524.14 
207,098,851.64
209.641.287.04 
211,235,237.92 
212,358,235.12 
189,670,175.32 
189,669,643.16 
189,360,677.66 
189,035,733.56 
188,712,886.76 
142,805,825,36 
142,805,115.00 
142,521,179.26 
113,327,365.20 
112,334.765.02 
111,307,312.96 
110,240,952.72 
118,328,333.06
77.781.712.50
77.784.162.50
77.785.012.50
77.751.900.00
77.751.812.50
14.522.775.00
14.524.500.00

2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045

02046
2047 0

$$ $Total

ID Preliminary, subject to change. Includes debt service on the Series 2012-D Subordinate Bonds to be refunded by the Series 2018-B Subordinate Bonds and the Series 2018-C Subordinate Bonds. See 
“Plan of Finance” and Anticipated Financings” herein. 

m Assumes sn all-in interest cost of 3.79 percent on the $151,085,000 portion of the Series 2012-D Subordinate Bonds associated with the Swap Agreements, and an all-in interest cost of 3.0 percent on 
the remaining $129,775,000 portion of the Series 2012-D Subordinate Bonds. It is expected that upon delivery of the Series 2018-B Subordinate Bonds and the Series 2018-C Subordinate Bonds, the 
Series 2012-D Subordinate Bonds will be refunded in whole and the Swap Agreements will be terminated. See “Plan of Finance” and Anticipated Financings” herein. Total may not equal sum of 
components due to individual rounding. .

,'i] Does not reflect any offset for the Refundable Credits.
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Variable Rate Bonds

The Series 2012-D Subordinate Bonds are variable rate obligations initially bearing an adjustable 
interest rate based on the London Interbank Offered Rate (“LIBOR”) index and determined in accordance 
with the paying agent agreement therefor (the “2012D Paying Agent Agreement”). It is anticipated that 
there will be no outstanding Series 2012-D Subordinate Bonds after the delivery of the Series 2018-B 
Subordinate Bonds and Series 2018-C Subordinate Bonds.

Swap Agreements

The City has entered into a Swap Agreement with The Bank of New York Mellon (the “Bank of 
New York Mellon”) and a Swap Agreement with Dexia Credit Local, New York Branch (“Dexia”) 
(collectively, the “Swap Agreements”). Each Swap Agreement has an outstanding notional amount of 
$75,542,500, for atotal of $151,085,000, and atermination date of June 1, 2028. In each swap agreement, 
the City pays a fixed rate of 3.34%, and the swap counterparty pays 64.1% of 1-month USD-LIBOR, 
adjusted weekly. [As of August 31, 2018, the remaining portion of each Swap Agreement had a market 
value of approximately ($8.85 million), for a combined total market value of ($ 17.7 million),] with negative 
amounts indicating a City liability in the event of a termination requiring termination payments.

[Upon the delivery of the Series 2018-C Subordinate Bonds, the City will pay a portion of the 
termination payments relating to the Swap Agreements.] The City will finance the termination payments 
with a portion of the proceeds of the Series 2018-B Subordinate Bonds and Series 2018-C Bonds. See 
“Plan of Finance” and Anticipated Financings” herein.

Anticipated Financings

As discussed in the “Plan of Finance” section, the City intends to issue the Series 2018-A 
Subordinate Bonds. The proceeds of the Series 2018-A Subordinate Bonds are expected to be used to:
(i) finance the construction and improvement of the System (herein defined); (ii) pay all outstanding 
Wastewater System Commercial Paper Notes (defined herein); and (iii) pay certain costs of issuing the 
Series 2018-A Subordinate Bonds. The City also intends to issue the Series 2018-B Subordinate Bonds. 
The proceeds of the Series 2018-B Subordinate Bonds are expected to be used to: (i) refund the remaining 
portion of the City’s Series 2012-D Subordinate Bonds; (ii) pay [a portion of] the termination payment with 
respect to the termination of the Swap Agreements; and (iii) pay certain costs of issuing the Series 2018-B 
Subordinate Bonds.

The City also anticipates issuing additional Senior Lien Bonds and Subordinate Bonds (including 
Wastewater System Commercial Paper Notes) from time to time to finance capital improvement projects. 
See “Wastewater System Capital Improvement Program - Financing Plans for the Wastewater System 
Capital Improvement Program” herein.

Cash Basis Debt Service Coverage

The following table sets forth the projected cash basis debt service coverage for Fiscal Years 2018
19 through 2022-23. Such debt service coverage projections are based on a number of assumptions, 
including that the number of customers will remain approximately the same as it is at this time. The 
achievement of certain results or other expectations contained in the following table involve known and 
unknown risks, uncertainties and other factors which may cause actual results, performance or 
achievements reflected in the following table to be materially different from any future results, performance 
or achievements expressed or implied by such table. Although, in the opinion of the Bureau of Sanitation,
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such projections are reasonable, there can be no assurance that any or all of such projections will be realized 
or predictive of future results.
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TABLE 25
DEBT SERVICE COVERAGE PROJECTIONS 

(in Thousands)
Fiscal Year Ending June 30

20222019 2020 2021 2023

Net Revenues - Current Rates'1'
Additional Revenue from Future Rate Increases® 
Additional Interest Income®
Projected Net Revenue

$285,091
185,878

1,441

$341,730
35,456

$329,804
76,836

$313,054
120,298

$299,701
153,181

1,096(1) 300 719
$472,410$377,185 $406,940 $434,071 $453,978

Debt Service
Existing Senior Lien Bonds® 
Additional Senior Lien Bonds®
Total Senior Lien Bonds Debt Service

$ 52,758 
72,572

$ 58,458 
15,375

$ 76,076 
35,550

$ 54,628 $ 86,387 
53,4810

$125,330$54,628 $73,833 $111,626 $139,868

Existing Subordinate Bonds®
Series 2018 A & B Subordinate Bonds®
Series 2018-C Subordinate Bonds®
Additional Subordinate Bonds 
Wastewater System Commercial Paper Notes® 
Total Debt Service on All Bonds and Wastewater 

System Commercial Paper Notes

$141,350
19,014
3,916

$144,467
9,710
2,125

$138,637
19,015
3,924

$111,731
19,014
3,916

$117,409
19,016
3,909

0 0 0 00
5,125 6,000625 6,000 6,000

$280,529 $295,610$211,555 $240,534 $257,960

Projected Debt Service Coverage 
Total Senior Debt 
Total Senior and Subordinate Debt

690%
178%

551%
169%

389%
168%

377%
160%

325%
162%

Source: Bureau of Sanitation.
(n Net Revenues, as defined by the General Resolution based on rates and charges currently in effect.
,2> Includes projected increases effective on each of July 1 from Fiscal Year 2018-19 through 2023-24. There is no assurance that 

debt service coverage for Fiscal Years 2018-19 through 2022- 23, inclusive, will be at the levels currently projected.
® Includes assumed annual interest earnings of 2.03 percent on increased reserve funds resulting from proposed additional Bond 

sales.
® Reflects principal and interest becoming due and payable on all Senior Lien Bonds issued and Outstanding in each Fiscal Year, 

following the refunding of the Refunded Bonds, as offset by the Refundable Credits pursuant to a resolution adopted by City 
Council on April 25, 2017. For Fiscal Year 2018-19, the Refundable Credits reflect an expected reduction of 6.2%, or $365,267 
as a result of the Sequester. The effect of Sequestration on Fiscal Years 2019-20 through 2022-23 is currently unknown [and for 
the purposes of this forecast no reduction is assumed.] See “Security and Sources of Payment for the Series 2018-C Subordinate 
Bonds - Amendment to the Resolutions Relating to the Refundable Credits” herein.

(S) Principal and interest becoming due and payable on projected additional revenue bonds in each Fiscal Year. Assumes an interest 
rate of 5.00 percent for additional Senior Lien Bond issuances and 30-year principal amortization structures. See Table 22 for 
additional information on projected debt issuance.

161 Represents principal and interest becoming due and payable on all Subordinate Bonds issued and Outstanding in each Fiscal 
Year, following the refunding of the Series 2012-D Subordinate Bonds and the termination of the Swap Agreements.
Estimated debt service on the Series 2018-A Subordinate Bonds and the Series 2018-B Subordinate Bonds, including the 
associated termination of the Swap Agreements.

® Estimated debt service on the Series 2018-C Subordinate Bonds, assuming an all-in cost of funds of 3.0%.
® Interest at an assumed annual interest rate of 3.0 percent for Fiscal Year 2018-19.

REGULATORY REQUIREMENTS AFFECTING OPERATION OF THE SYSTEM

General

The City’s wastewater operations are subject to regulatory requirements relating to the Clean Water 
Act. The regulatory requirements are administered by the US EPA through the SWRCB. Regulations of 
these agencies deal primarily with the quality of effluent which may be discharged from the four wastewater
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treatment facilities, the recycling of residual solids generated by the wastewater treatment plants, the reuse 
of reclaimed water for irrigation and industrial uses to conserve potable water, and the nature of waste 
material (particularly industrial waste) discharged into the collection system. As a condition of having 
received federal EPA grant funds under the Clean Water Act for planning, design, and construction of 
various wastewater projects, the City is subject to additional requirements. Among the grant-related 
requirements are guidelines which must be followed concerning planning methodologies, design criteria, 
procurement, construction activities, and financing of facilities.

To comply with federally mandated effluent quality and disposal criteria, the City must operate its 
wastewater treatment facilities according to discharge limitations and reporting requirements set forth in 
NPDES discharge permits. All wastewater treatment plants currently comply with the requirements of their 
respective NPDES permits.

To comply with other federal regulations concerning the discharge of waste materials into the sewer 
system, the City must administer and enforce industrial pretreatment limitation standards upon users of the 
system. The City has had an industrial waste program in effect since the early 1940s. The City has been 
approved by the State and the US EPA to administer its own industrial pretreatment program.

The City’s industrial waste ordinance sets forth the water quality standards that industrial users 
must meet and provides enforcement procedures for violators. The Industrial Waste Management Division 
of the Bureau of Sanitation is currently responsible for monitoring industrial sites, food service 
establishments, and dental offices located in the City. In addition, each Entity is required to permit and 
monitor all industries within its respective service area. Agencies served under the Universal Terms 
Contracts are now contractually required to meet the federal pretreatment requirements.

Another grant-related regulatory requirement is that the City has an approved user charge system. 
Such user charge regulations require the City to recover annual operation, maintenance, and replacement 
costs from users of the system in a proportionate manner according to the customer’s level of use. Such 
factors as volume, flow rate, and strength of wastewater are to be considered in determining proportionate 
use. User fee rates are reviewed periodically and established at a level necessary to generate sufficient 
revenues to recover the annual operation, maintenance and replacement costs. User fee rates for all users, 
except Entities still served by the old SDCs and certain City operations are established to recognize the 
volume and strength characteristics of wastewater contributed to the system. The SWRCB approved the 
City’s original Revenue Program on September 23, 1987. The Agencies also must file their respective 
revenue programs with the SWRCB in connection with the City’s Revenue Program. In order to comply 
with SWRCB revenue program requirements for proportional cost recovery by user class, the outdated 
SDCs are being renegotiated to reflect both volume and wastewater strength requirements.

In addition to federal requirements, the City must comply with State requirements which are 
generally more stringent. The primary State law concerned with the control of water quality is the Porter- 
Cologne Water Quality Control Act of 1969, as amended (the “Porter-Cologne Act”). The basic tenor of 
that act was set by the policy that the waters of the State must be protected for use and enjoyment by the 
people of the State. The Porter-Cologne Act directly addresses the issue of water reclamation and reuse. 
A declared policy of the law is that the people of the State have a primary interest in the development of 
facilities to reclaim wastewater to supplement existing surface and underground water supplies in order to 
meet their water requirements. The legislative intent was to undertake all possible development of water 
reclamation facilities to make reclaimed water available for use. The law requires the State Department of 
Health Services to establish statewide reclamation criteria for each type of use where such use involves 
public health.
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Biosolids Management

The City currently reuses biosolids, a byproduct and residual of wastewater treatment, as a soil 
amendment at the City-owned Green Acres Farm (the Farm) in Kem County. A Kern County initiative 
(Measure E) was passed by voters in July 2006 to prohibit biosolids land application in the unincorporated 
areas of the Kem County, which if allowed to stand, would have eliminated the use of the Farm for biosolids 
management. Thus, in January 2011, the City filed a state claim challenging Measure E. The court granted 
a preliminary injunction in July 2011 allowing the City to maintain biosolids operations at the Farm while 
the litigation was pending. Following trial in Tulare County Superior Court, the court ruled in favor of the 
City. On September 28, 2016, Judge Lloyd Hicks issued a 48-page opinion that Measure E is “invalid and 
void for all purposes, for the dual reasons that it exceeds Kern’s police power authority and is preempted 
by state law.” The court formed its ruling based on the lack of evidence of biosolids posing a risk to human 
health, and that the California Integrated Waste Management Act, which requires local governments to 
maximize recycling, has control over a local voter initiative. The Measure E judgment was entered on 
March 14, 2017. In August 2017, a settlement agreement was signed. As part of the settlement, another 
related lawsuit regarding the CEQA process for the Farm was also concluded. This will preclude any further 
appeals on the Measure E case. The City will continue to maintain its operations at the Farm for the 100% 
beneficial reuse of biosolids.

The City continues to investigate and evaluate a new beneficial use option for its biosolids called 
the Terminal Island Renewable Energy (“TIRE”) demonstration project. The TIRE Project applies 
innovative technology to convert biosolids into clean energy by deep well placement and geothermal 
biodegradation. The TIRE project is currently injecting about 300 tons of bio-slurry material per day into 
the deep subsurface. The demonstration permit will expire on December 2018. An application for another 
5-year permit has been submitted to US EPA Region IX.

The City also composts a portion of its biosolids at its Griffith Park compost facility. Composting 
is the process by which organic materials such as biosolids are decomposed into a nutrient-rich soil 
conditioner.

Air Quality

South Coast Air Quality Management District. The air quality issues relating to treatment plants 
have been the subject of increased federal, State and local regulation. The US EPA has delegated most 
enforcement responsibilities of the federal Clean Air Act, as amended (“CAA”) to the South Coast Air 
Quality Management District (“SCAQMD”). The Bureau of Engineering obtains SCAQMD permits to 
construct many System capital improvement projects. The Bureau of Sanitation tracks federal and State air 
quality legislation and proposed federal, State and regional regulations, prepares responses to issues that 
may impact System operations and future development and coordinates SCAQMD permits to construct 
larger System projects such as the Digester Gas Utilization Project (“DGUP”) at HWRP.

Pollutant and Air Toxics Emissions. All of the City’s treatment plants monitor and report on 
pollutant emissions and certain air toxics pursuant to SCAQMD requirements, which are based on 
requirements of AB 2588 (1987) as amended. SCAQMD requires Annual Emissions Reports (“AERs”) of 
air contaminants and has designated HWRP and TIWRP as high priority emitters and requires a health risk 
assessment (“HRA”) from each facility every four years, or as requested by SCAQMD. An HRA is a 
comprehensive analysis of the dispersion of hazardous substances into the environment, the potential for 
human exposure, and a quantitative assessment of both individual and population-wide health risks 
associated with those levels of exposure. Future HRA analyses will be based on the recently revised 
Exposure Assessment by the California Office of Environmental Health Hazard Assessment (“OEHHA”). 
Due to 2016 revised Exposure Assessment Guidelines of the OEHHA, SCAQMD is has amended Rules
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1401, 1401.1, 1402, and 212, and has revised its Risk Assessment Procedures. It is expected that this may 
result in more public notices for future construction or operations at HWRP and potentially TIWRP. No 
issues are expected to arise from AERS, Hot Spots reports, or HRAs.

SCAQMD Air Quality Management Plan and National Ambient Air Quality Standards. Every 
three (3) years, SCAQMD is required to review its Air Quality Management Plan (“AQMP”). The South 
Coast Air Basin is in extreme non-attainment for ozone, a federal criteria pollutant in accordance with the 
National Ambient Air Quality Standards (“NAAQSs”) of the CAA. To meet requirements of the CAA, the 
2016 adopted AQMP is focused on reducing NQx and volatile organic compounds (“VOCs”), which are 
precursors to ozone. Although emissions from stationary sources, SCAQMD’s primary area of jurisdiction, 
have been significantly reduced during the past few decades, further reduction of ozone from stationary 
sources is a priority for the SCAQMD, as are beneficial uses, in issuing air permits. Because the City 
consistently invests in beneficial uses and equipment that best reduce NOx, VOCs, PM and other pollutants, 
SCAQMD rules should not impinge significantly on the City. SCAQMD is working with US EPA and 
California Air Resources Board (“CARB”) to reduce ozone from mobile sources sufficiently to meet 
attainment. A recent August 2018 development from the USEPA relative to car and light truck emissions 
makes ozone attainment more difficult.

CARB. In December 2007, CARB adopted Mandatory Reporting Requirements (“MRRs”) 
requiring reporting of GHG emissions from the largest sources, including refineries, general stationary 
combustion facilities, and hydrogen plants that emit at least 25,000 metric tons of C02 equivalents 
(“MTC02e”) per year. On December 16,2011, CARB reduced the reporting threshold to 10,000 MTC02e 
per year and removed cogeneration as a category subject to MRRs. If DGUP emissions cause HWRP to 
exceed 10,000 MTCQ2e per year, HWRP will report this to CARB in accordance with the MRRs.

The Cap and Trade program began on January 1,2012, with enforceable limits on January 1, 2013. 
This CARB program requires a declining cap for stationary source combustion of fossil fuels above 25,000 
MTCQ2e per year. HWRP with DGUP is expected to emit only a fraction of this amount.

AB 617 (2017) requires CARB and air districts, including SCAQMD, to prepare and deploy 
community air monitoring systems (CAMSs) every year, and develop a state-wide strategy to reduce TACs 
and criteria air pollutants in communities of high cumulative exposure burden. Air districts, including the 
SCAQMD, must adopt an expedited schedule to implement best available retrofit control technology. In 
some cases, City facilities may be required to deploy a fence-line or other monitoring system.

US EPA. On September 22, 2009, the US EPA finalized a rule for GHG MRRs, one in a series of 
regulatory changes, leaving no impact on Publicly Owned Treatment Works (“POTWs”). Through this 
series of changes, the regulation clarified that most POTWs, including HTP, are not impacted by the federal 
MRR, which require reporting only for stationary source combustion emissions of fossil fuels with 
emissions above 25,000 MTCQ2e per year.

On August 2, 2018, USDOT and USEPA proposed withdrawing California’s waiver for regulating 
motor vehicles through proposing the SAFE Vehicle Rule, which relaxes CAFE standards for 2021-26 cars 
and light trucks.

Southern California Alliance of Publicly Owned Treatment Works (“SCAP”) and California 
Association of Sanitation Agencies (“CASA”). The City is a member of SCAP, which assists POTWs in 
addressing US EPA, CARB, and SCAQMD regulations affecting POTWs and addresses the climate change 
and GHG issues of POTWs. The City is also a member of CASA, which provides advocacy for POTWs in 
a broad spectrum of issues, including those pertaining to air quality and climate change.
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No assurance can be given that the cost of compliance with future laws, regulations and orders 
relating to climate change, greenhouse gases and/or renewable energy would not adversely affect the ability 
of the System to generate Revenues sufficient to pay debt service on the Series 2018-C Subordinate Bonds.

Water Quality

Total Maximum Daily Loads. The Los Angeles Regional Water Quality Control Board 
(“LARWQCB”) is required to develop TMDLs for impaired waterbodies. Section 303(d) of the Clean 
Water Act requires every state to compile a list of waterbodies that are impaired with respect to water 
quality. Various watersheds in the Los Angeles area have water body segments that are listed as impaired 
due to a variety of pollutants. Although some TMDLs have already been released, additional TMDLs will 
be under development and compliance with both existing and new TMDLs will continue into the next 
decade.

At this time, it is difficult to predict the full impact of TMDLs on the National Pollutant Discharge 
Elimination System (“NPDES”) effluent limits at the City’s four water reclamation plants. In addition, the 
Greater Los Angeles County Municipal Separate Storm Sewer System (“MS4”) permit, adopted by the 
LARWQCB in November 2012, contains provisions that require compliance with all the adopted TMDLs. 
TMDLs have resulted in two discharge limits included in the City’s NPDES permits (polychlorinated 
biphenyls and DDT). However, the plant discharges arc in compliance with the limits and they are not 
expected to result in additional costs at the plants. It is expected that significant capital improvements 
funded by the System may be required to comply with the MS4 requirements and TMDLs and their resulting 
impact on the City’s future NPDES permits.

NPDES Permits

The City’s four treatment plants are required to obtain five-year NPDES permits that are issued by 
the LARWQCB, The process of renewing a permit begins when the City files a Report of Waste Discharge 
(“ROWD”) with the LARWQCB no later than 180 days prior to the permit expiration date. Once an ROWD 
is complete, about two months before the expiration date, the LARWQCB issues a Tentative Order for 
review by the City and public. If any changes arc made following the review, a Revised Tentative Order is 
issued. The LARWQCB may consider issues and concerns that are raised or adopt the Revised Tentative 
Order. About a month after adoption, the LARWQCB will issue the new order containing the new permit. 
The status of the permits is summarized in the table below:

PENDING / CURRENT 
NPDES PERMITPREVIOUS NPDES PERMITWATER

RECLAMATION PLANT 
_______ (“WRP”)_______

Adopted by 
LARWQCB

Expected
ExpirationNPDES U Order M Expired Order U

Donald C. Tillman 
(“DCTWRP”)

Los Angeles-Glendale 
(“LAGWRP”) 

Hyperion (“HWRP”)

CA0056227 R4-2011-0196 November 10,2016 R4-2017-0062 March 2,2017 April 30,2022

CA0053953 R4-2011-0197 November 10,2016 R4-2017-0063 March 2,2017 April 30,2022

CA0109991 R4-2010-0200 December 23, 2015 R4-2017 - 0045 February 2, 2017 March 31, 2022
June 11,2015 

Amended 
December 1. 2015

R4-2015-0119-Terminal Island (“T1WRP”) CA0053856 R4-2010-0071 April 10,2015 July 31,2020A01

DCTWRP and LAGWRP. DCTWRP and LAGWRP’s NPDES permits were recently renewed and 
adopted by the LARWQCB. The new permits contain revised effluent limits for ammonia and copper 
consistent with the Los Angeles River IMDL and reflective of the performance of the treatment plant. 
DCTWRP and LAGWRP are expected to meet the new limits and there will be no potential financial impact 
to the City.
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The SWRCB has initiated a process to develop a nutrient policy for inland surface waters in 
California in 2014, The proposed policy will establish methods to develop numeric or narrative water 
quality objectives for nutrients. Currently, the nutrient policy development is still on-going. Potential 
impacts of the policy on DCTWRP and LAGWRP may include the need for significant upgrades to the 
facilities and increased energy demand. Potential cost impacts are unknown at this time.

HWRP. HWRP’s NPDES permit was renewed and adopted by the LARWQCB on February 2, 
2017. The permit has imposed a new ammonia limit for the effluent, HWRP currently meets this effluent 
limit, but could have difficulty meeting the limit in the future. The potential impact would be to provide 
sidestream treatment to reduce ammonia in the effluent at an estimated capital cost of $40 million to $50 
million.

On September 15, 2015, HWRP discharged 30 million gallons of secondary effluent through its 
One Mile Outfall, which is permitted for use during an emergency or when the Five Mile Outfall is not in 
service or cannot convey all of the plant’s secondary effluent. The' first significant use of the One Mile 
Outfall in nine years resulted in the flushing out of debris from a January 2005 raw sewage spill of 160,000 
gallons that lay dormant in the plant storm drain system tributary to the One Mile Outfall, The debris that 
was flushed out of the One Mile Outfall into Santa Monica Bay washed ashore and resulted in the closure 
of Dockweiler and El Segundo Beaches for four days in September of 2015. The City and the RWQCB 
have reached a $2,262 million settlement agreement on the discharge. Half of this settlement amount will 
be offset by SEPs constructed by the City. The remaining half was a fine that has been paid to the RWQCB.

TIWRP. On June 11, 2015, the LARWQCB adopted TIWRP’s NPDES Permit. Ihe final permit 
was subsequently amended and became effective on December 1, 2015. Ihe permit enforces the 
LARWQCB’s Resolution No. 94-009 (adopted October 31, 1994) approving the City’s proposal to 
ultimately phase out the discharge of tertiary-treated wastewater effluent from TIWRP into Los Angeles 
Harbor at the earliest practicable date, to implement a Water Recycling Program with the goal of doubling 
water reuse at TIWRP within six years after the startup of the initial reclamation phase, and to achieve total 
reuse by 2020. The City has submitted its application for the next permit expected in 2020, which is 
currently under technical review by the USEPA, As of September 2018, the City does not anticipate 
additional requirements in the new permit.

TIWRP/AWPF. To implement the LARWQCB’s Resolution 94-009, the City has been 
constructing the Harbor Water Recycling Project in phases (Phase I is operational). The recycling project 
currently treats up to 6 mgd of TIWRP’s tertiary-treated effluent by microfiltration and reverse osmosis 
(MF/RO) at the AWPF for reuse at the Dominguez Gap Seawater Intrusion Barrier Project, and for other 
various uses in the Los Angeles Harbor area. Phase II of the AWPF project has recently been completed 
and will increase production of advanced purified recycled water to 12 mgd. The LARWQCB amended 
and adopted the Waste Discharge Requirements and Water Recycling Requirements for the Harbor Water 
Recycling Project-Dominguez Gap Barrier Project (Order No. R4-2016-0334) on October 13,2016.

Genera)If the plants cannot meet future permit requirements , it is possible that the City may be 
required to install new treatment processes at a substantial cost to the City. The City cannot currently 
estimate the cost of such permit requirements, and such permit requirements are not included in the current 
Capital Improvement Program.

RISK FACTORS

The ability of the City to pay principal of and interest on the Series 2018-C Subordinate Bonds 
depends primarily upon the receipt by the City of Revenues. Some of the events which could prevent the 
City from receiving a sufficient amount of Revenues to enable it to pay the principal of and interest on the
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Series 2018-C Subordinate Bonds are summarized below. The following description of risks is not intended 
to be an exhaustive list of the risks associated with the purchase of the Series 2018-C Subordinate Bonds 
and the order of the risks set forth below does not necessarily reflect the relative importance of the various 
risks.

Limited Obligations

The obligation of the City to pay debt service on the Series 2018-C Subordinate Bonds is a limited 
obligation of the City and is not secured by a legal or equitable pledge or charge or lien upon any property 
of the City or any of its income or receipts, except the Revenues. The obligation of the City to pay debt 
sendee on the Series 2018-C Subordinate Bonds does not constitute an obligation of the City to levy or 
pledge any form of taxation or for which the City has levied or pledged any form of taxation. The City is 
obligated under the Resolutions to pay debt service on the Series 2018-C Subordinate Bonds solely from 
Revenues.

Factors that can adversely affect the availability of Revenues include, among other matters, 
drought, general and local economic conditions, and changes in law and government regulations (including 
initiatives and moratoriums on growth). The realization of future Revenues is also subject to, among other 
things, the capabilities of management of the City, the ability of the City to provide wastewater service to 
its retail customers and the Agencies, the ability of the City to establish, maintain and collect charges for 
the wastewater service to its retail customers and the Agencies and the ability of the City to establish, 
maintain and collect rates and charges sufficient to pay debt service on the Series 2018-C Subordinate 
Bonds. See “Financial Operations of the Wastewater System” herein and Appendix E attached hereto.

System Revenues and Expenditures

The operation and maintenance expenses of the System are expected to increase in the next five 
years. See “Financial Operations of the Wastewater System - Projected Operation and Maintenance 
Expenses” herein. Actual operation and maintenance expenses may be greater or less than projected. 
Factors such as changes in technology, regulatory standards, increased costs of material, energy, labor and 
administration can substantially affect System expenses. Although the City has covenanted to prescribe, 
revise and collect rates and charges for in amounts sufficient to pay debt service on the Series 2018-C 
Subordinate Bonds, there can be no assurance that such amounts will be collected. Increases in System rates 
could result in a decrease in demand for System usage.

Rate-Setting and Initiative Processes Under Proposition 218

Proposition 218 affects the City’s ability to impose future rate increases, and no assurance can be 
given that future rate increases will not encounter majority protest opposition or be challenged by initiative 
action authorized under Proposition 218. In the event that future proposed rate increases cannot be imposed 
as a result of majority protest or initiative, the City might thereafter be unable to generate Revenues in the 
amounts required to pay debt service on the Series 2018-C Subordinate Bonds. See “Financial Operations 
of the Wastewater System - Proposition 218” herein.

Proposition 218, as incorporated in the California Constitution under Article XIIIC, also provides 
that the initiative power shall not be prohibited or otherwise limited in matters of reducing or repealing any 
local tax, assessment, fee or charge and that the power of initiative to affect local taxes, assessments, fees 
and charges shall be applicable to all local governments. See “Financial Operations of the Wastewater 
System - Proposition 218” herein. Notwithstanding the fact that the SSC may be subject to reduction or 
repeal by voter initiative undertaken pursuant to Section 3 of Article XIIIC, the City has covenanted to 
establish, fix, prescribe and collect rates, fees and charges in connection with the use of the System which
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meet the requirements of the Resolutions and in accordance with applicable law. No assurance can be given 
that the voters of the City will not, in the future, approve initiatives which seek to repeal, reduce or prohibit 
the future imposition or increase of assessments, fees or charges, including the City’s SSC, which are a 
significant source of Revenues pledged to the payment of debt service on Series 2018-C Subordinate Bonds.

Potential Impact of Drought and Other Risks Relating to the Water Supply

The State’s and City’s recent drought conditions have prompted various actions to reduce water 
consumption. The City has approved rates which will increase through Fiscal Year 2020-21. These rates 
and charges were predicated on assumptions of expected volume of wastewater operation. If the water 
supply decreases significantly, whether by operation of mandatory supply restrictions, prohibitively high 
water costs or otherwise, flow within the Wastewater System will diminish and Revenues may be adversely 
affected. The City reduced the funding for CIP projects in Fiscal Year 2015-16 in response to the expected 
reduction in wastewater volume and Revenues. This funding has since been restored because of continued 
rate increases. Declines of sewage volume due to water conservation have continued in the past two years, 
but at a reduced rate. Revenues are projected assuming the continued annual reduction of billable sewage 
volume of 0.37 percent. No assurance may be made regarding the potential impact of the present or any 
future drought on the System’s financial condition. See “Financial Operations of the Wastewater System - 
Water Usage - General’ herein.

Statutory and Regulatory Compliance

Changes in the scope and standards for public agency wastewater systems, such as the System, may 
lead to increasingly stringent operating requirements and the imposition of administrative orders issued by 
Federal or State regulators. Future compliance with such requirements and orders can impose substantial 
additional costs on the SCM Fund. See “Regulatory Requirements Affecting Operation of the System” 
herein. In addition, claims against the System for failure to comply with applicable laws and regulations 
could be significant. Such claims are payable from assets of the System or from other legally available 
sources. No assurance can be given that the cost of compliance with such existing or future laws, regulations 
and orders would not adversely affect the ability of the System to generate Revenues sufficient to pay debt 
service on the Subordinate Bonds, including the Series 2018-C Subordinate Bonds.

Earthquakes and Other Natural Disasters

The System is located above or near a number of geological faults capable of generating significant 
earthquakes. The area is characterized by a number of geotechnical conditions which represent potential 
safety hazards, including expansive soils and areas of potential liquefaction and landslide. In anticipation 
of such potential disasters, the City designs and constructs System facilities to the seismic codes in effect 
at the time of design of the project.

In January 1994, an earthquake of magnitude 6.7 on the Richter Scale occurred in the northwest 
San Fernando Valley on a previously unmapped fault. It caused widespread damage to commercial and 
residential structures. Significant damage occurred to the System however sewer service was not 
interrupted. Pipe fractures were detected using closed circuit television cameras and some portions of the 
pipe collapsed. The City estimates that repairs to the System in connection with this earthquake cost 
approximately $213 million.

Although the City has implemented disaster preparedness plans, there can be no assurance that 
these or any additional measures will be adequate in the event that a natural disaster occurs, nor that costs 
of preparedness measures will be as currently anticipated. Further, damage to components of the System 
could cause a material increase in costs for repairs or a corresponding material adverse impact on Revenues.
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The City is not obligated under the Resolutions to maintain earthquake insurance on the System, and the 
City does not now and does not plan to maintain, earthquake insurance on the System.

Unexpected Sewer Failure

The System is subjected to potential failures of its collection and conveyance sewers that can result 
in unexpected repair costs and regulatory fines, See, for example, “The Wastewater System - Existing 
Facilities - Recent Collection System Failures'’' herein. Although the CTP includes projects to rehabilitate 
major conveyance sewers, no assurance can be given that future sewer failures will not occur.

Security of the System

The System is subject to safety and security inspections on a continuing basis by the City. All four 
treatment plants in the System are maintained as secured facilities, with fences, gates and security guards, 
All pumping plants with above-ground structures have security fences. Subterranean pumping plants have 
padlocked hatches. Improved communications systems are being implemented. However, damage to the 
System resulting from vandalism, sabotage, or terrorist activities may adversely impact the operations and 
finances of the System. There can be no assurance that the City’s security, emergency preparedness and 
response plans will be adequate to prevent or mitigate such damage, or that the costs of maintaining such 
security measures will not be greater than currently anticipated. The City has established the Emergency 
Fund, which may be used by the City, if other funds are not readily available and sufficient, to pay 
extraordinary and unexpected repair or replacement expenses of the System or liability claims related to 
the System. See also “Security and Sources of Payment for the Series 2018-C Subordinate Bonds - 
Insurance and Condemnation” herein for a description of insurance for the System.

Utility Costs

No assurance can be given that any future significant reduction or loss of power would not 
materially adversely affect the operations of the System. The volume of wastewater conveyed and treated 
in the System on a daily basis requires a significant amount of electrical and thermal power. Electricity is 
needed to run pumps, lights, computers, mechanical valves and other machinery. Thermal energy, usually 
generated by electrical power or by burning natural gas, provides heat and cooling necessary for both 
buildings and the wastewater treatment process. Prices for electricity or gas may increase, which could 
adversely affect the System’s financial condition.

Impact of Economic Conditions on System Revenues

The recent recession and major economic disruptions adversely affected economic activity of the 
region in general, in particular resulting in decreased economic activity, increased unemployment and a 
reduction in residential and commercial construction. The City cannot predict the extent of the fiscal 
problems that will be encountered in any future economic downturn. Reduction in System users’ ability to 
pay rates and charges, and reduction in the rate at which new customers are added to the System, can 
adversely impact System Revenues.

Acceleration; Limitations on Remedies

The General Resolution and the Subordinate General Resolution provide that, upon and during the 
continuance of an Event of Default, the principal of and interest accrued on all Senior Bonds and 
Subordinate Bonds, respectively, subject to certain conditions, may be declared to be due and payable 
immediately. The foregoing notwithstanding, the remedy of acceleration is subject to the limitations on 
legal remedies against public entities in the State, including a limitation on enforcement obligations against

86
4844-7026-3153.4



funds needed to serve the public welfare and interest. Also, any remedies available to the Owners of the 
Series 2018-C Subordinate Bonds upon the occurrence of an Event of Default under the respective 
Resolutions are in many respects dependent upon judicial actions which are often subject to discretion and 
delay and could prove both expensive and time consuming to obtain.

Further, enforceability of the rights and remedies of the Owners of the Series 2018-C Subordinate 
Bonds may become subject to (i) the Federal bankruptcy code and applicable bankruptcy, insolvency, 
reorganization, moratorium, or similar laws relating to or affecting the enforcement of creditor’s rights 
generally, (ii) equity principles which may limit the specific enforcement of certain remedies, (iii) the 
exercise by the United States of America of the powers delegated to it by the Constitution, and (iv) the 
exercise of the state police powers. Remedies available to the Owners of the Series 2018-C Subordinate 
Bonds are in many respects dependent upon judicial action which is often subject to discretion and delay 
and could prove both expensive and time consuming to obtain.

Swap Agreements

The City is currently a party to two Swap Agreements related to bonds issued under the Subordinate 
General Resolution. Swap Agreements entail certain financial risks to the City and the City may not realize 
the expected financial benefits from these swap transactions. In addition, the potential future exposure to 
the City relating to the difference in payments between the amounts the City receives and pays in connection 
with a swap agreement, termination payments, or any non-scheduled payment cannot be predicted. See 
“Financial Operations of the Wastewater System - Swap Agreements” herein for a description of the 
counterparties to the City’s two Swap Agreements and the respective market values thereof.

[Upon the delivery of the Series 2018-C Subordinate Bonds, the City will partially terminate the 
notional amount payable under each Swap Agreement by an amount equal to $ 
will finance the termination payments with [a portion of the proceeds of the Series 2018-C Subordinate 
Bonds and a portion of] the proceeds of the Series 2018-B Subordinate Bonds. See “Plan of Finance” and 
“Financial Operations of the Wastewater System — Anticipated Financings” herein.

,] [The City

Risks Related to Variable Rate Bonds

The variable rate of interest that is borne by the Series 2012-D Subordinate Bonds while bearing 
interest in an index interest rate mode is dependent in part upon the ability of the City to pay the principal 
of and interest on the Series 2012-D Subordinate Bonds tendered for purchase on each Special Purchase 
Date and upon an event of default under the 2012-D Continuing Covenant Agreement. In the event the 
Series 2012-D Subordinate Bonds tendered for purchase cannot be remarketed, assuming no event of 
default under the 2012-D Continuing Covenant Agreement and assuming certain other conditions are met, 
the principal amount of the Series 2012-D Subordinate Bonds may be payable in installments over a period 
of up to three years. Under such circumstances, the Series 2012-D Subordinate Bonds would bear a variable 
interest rate that could be significantly higher than the variable rate that was borne by the Series 2012-D 
Subordinate Bonds prior to the failed mandatory tender for purchase. The accelerated amortization and 
increased interest rate would significantly increase the size of current debt service payments due and owing 
on the Series 2012-D Subordinate Bonds.

It is anticipated that there will be no outstanding Series 2012-D Subordinate Bonds after the 
delivery of the Series 2018-B Subordinate Bonds and Series 2018-C Subordinate Bonds.
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Effect of Federal Sequestration on Refundable Credits

The Refundable Credits payable by the Federal government in connection with the Series 2010-A 
Senior Lien Bonds and Series 2010-B Senior Lien Bonds are subject to reduction pursuant to existing 
federal law, which requires that the federal budget authority for all accounts in the domestic mandatory 
spending category, including payments to issuers of direct-pay bonds such as the City, be reduced beginning 
federal fiscal year 2013 (the “Sequestration”). Prior to March 1,2013, the C ity received Refundable Credits 
from the United States Treasury equal to 35% of the interest payable on the Series 2010-A Senior Lien 
Bonds and periodic Refundable Credits from the United States Treasury equal to 45% of the interest payable 
on the Series 2010-B Senior Lien Bonds. As a result of the Sequester (herein defined) described under 
“Risk Factors - Effect of Federal Sequestration on Refundable Credits,” the City expects to receive an 
estimated $365,267 reduction in Refundable Credits in connection with the Series 2010-A Senior Lien 
Bonds and the Series 2010-B Senior Lien Bonds for the current federal fiscal year ending September 30, 
2019. The Refundable Credits are pledged only to the payment of the Series 2010-A Senior Lien Bonds 
and Series 2010-B Senior Lien Bonds. The Resolutions provide for an offset to debt service on the Direct 
Subsidy Bonds and a corresponding offset to Revenues in the amount of the Refundable Credits. The City 
has paid and will continue to pay debt service on its Bonds without accounting for the Refundable Credits 
expected to be received from the Federal government. The reduction in the amount of Refundable Credits 
from the Federal government reduces the amounts available to pay debt service on the Direct Subsidy 
Bonds. However, such reduction is not expected to materially adversely impact the City’s ability to pay 
debt service on the Series 2018 Bonds. See “Security and Sources of Payment for the Series 2018 Bonds - 
Amendment to the Resolutions Relating to the Refundable Credits” herein.

Seismic Considerations

The City is subject to unpredictable and significant seismic activity. A number of known faults run 
through the City, and the City lies near the San Andreas Fault, which is the boundary between the Pacific 
and North American tectonic plates. The complex Los Angeles fault system interacts with the alluvial soils 
and other geologic conditions in the hills and basins of the area. This interaction poses a potential seismic 
threat for every part of the City, regardless of the underlying geologic and soils conditions. In addition, 
there are likely to be unmapped faults throughout the City. The most recent major earthquake, the 
Northridge earthquake in 1994, occurred along a previously unmapped blind thrust fault. The City generally 
does not maintain earthquake insurance coverage.

Climate Change

The change in tire earth’s average atmospheric temperature, generally referred to as “climate 
change”, is expected to, among other things, increase the frequency and severity of extreme weather events 
and cause substantial flooding. The City’s Sustainable City Plan (the “Plan”), released in 2015, provides a 
20-year framework intended to both prepare for climate change and mitigate its effects on the City’s 
economy, infrastructure and communities. The Plan sets forth several actions that may be taken by the City, 
including improving emergency response functions and disaster preparedness, reducing air and water 
pollution, and managing rising temperatures in urban environments. In addition, the City has begun 
construction of a series of groundwater remediation projects to reduce the City’s reliance on imported water 
as drought conditions continue, is exploring the use of specially designed “cool roofs” to manage the effect 
of rising temperatures in urban environments and is testing the effects of “cool pavement” (a special coating 
applied to city streets) to manage urban temperatures. The City continues to explore various other adaptive 
actions within the framework established by the Plan.
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The City cannot predict the timing, extent, or severity of climate change and its impact on the City’s 
operations and finances. Also, additional actions to address climate change may be necessary and the City 
can give no assurances regarding the impact of such actions on the City’s operations and finances.

Cybersecurity

/The City relies on a large and complex technology environment to conduct its operations. As a 
recipient and provider of personal, private and sensitive information, the City and its departments face 
multiple cyber threats including, but not limited to, hacking, viruses, malware and other attacks on 
computers and other sensitive digital networks and systems. There have been, however, only limited cyber
attacks on the City’s computer system. For example, the City recently experienced a ransom ware attack 
which impacted a single computer at a City department for one business day. The computer was 
immediately discovered and the malicious file was quarantined to prevent it from spreading to other 
computers and no data was lost or breached. Following this incident, certain City personnel attended 
awareness training and the City installed an endpoint detection and response system, which identifies and 
responds to malicious and other suspicious activities. Also, recently a City department’s website was 
compromised and was unavailable for a few hours. No data was lost and the website was subsequently 
restored. The City has since increased its server security.

In 2013, the City created the Cyber Intrusion Command Center (the “CICC”) under a Mayoral 
Executive Directive to coordinate cybersecurity preparation and response across City departments. The 
CICC is comprised of key City departments, cybersecurity professionals, and local and federal law 
enforcement experts. The CICC has assisted the City in establishing policies for data classification, 
information handling, and cybersecurity prevention and response protocols. In 2015, the City established 
an Integrated Security Operations Center (the “ISOC”) with cybersecurity professionals for cyber-attack 
monitoring and response. In addition, the City has identified critical data assets and applied additional cyber 
defenses through its Critical Asset Protection program. The City has conducted cyber security awareness 
training for all City employees with computer access, conducts phishing email tests, and provides periodic 
cybersecurity newsletters and workshops to its employees. Also, the City conducts annual “penetration 
tests” to identify and remediate any potential weaknesses in its networks.

No assurances can be given that the City’s security and operational control measures will be 
successful in guarding against any and each cyber threat and attack. The results of any attack on the City’s 
computer and information technology systems could impact its operations and damage the City’s digital 
networks and systems, and the costs of remedying any such damage could be substantial.]

TAX MATTERS -SERIES 2018-C SUBORDINATE BONDS

Opinion of Bond Counsel

In the opinion of Hawkins Delafield & Wood LLP, Bond Counsel to the City, under existing 
statutes and court decisions and assuming continuing compliance with certain tax covenants described 
herein, (i) interest on the Series 2018-C Subordinate Bonds is excluded from gross income for federal 
income tax purposes pursuant to Section 103 of the Internal Revenue Code of 1986, as amended (the 
“Code”), and (ii) interest on the Series 2018-C Subordinate Bonds is not treated as a preference item in 
calculating the alternative minimum tax under the Code; such interest, however, is included in the adjusted 
current earnings of certain corporations for purposes of calculating the alternative minimum tax imposed 
for taxable years beginning prior to January 1, 2018. In rendering its opinion, Bond Counsel has relied on 
certain representations, certifications of fact, and statements of reasonable expectations made by the City 
and others in connection with the Series 2018-C Subordinate Bonds, and Bond Counsel has assumed 
compliance by the City with certain ongoing covenants to comply with applicable requirements of the Code
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to assure the exclusion of interest on the Series 2018-C Subordinate Bonds from gross income under Section 
103 of the Code.

In addition, in the opinion of Bond Counsel to the City, under existing statutes, interest on the 
Series 2018-C Subordinate Bonds is exempt from State of California personal income.

Bond Counsel expresses no opinion as to any other federal, state or local tax consequences arising 
with respect to the Series 2018-C Subordinate Bonds, or the ownership or disposition thereof, except as 
stated above. Bond Counsel renders its opinion under existing statutes and court decisions as of the issue 
date, and assumes no obligation to update, revise or supplement its opinion to reflect any action thereafter 
taken or not taken, any fact or circumstance that may thereafter come to its attention, any change in law or 
interpretation thereof that may thereafter occur, or for any other reason. Bond Counsel expresses no opinion 
as to the consequence of any of the events described in the preceding sentence or the likelihood of their 
occurrence. In addition, Bond Counsel expresses no opinion on the effect of any action taken or not taken 
in reliance upon an opinion of other counsel regarding federal, state or local tax matters, including, without 
limitation, exclusion from gross income for federal income tax purposes of interest on the Series 2018-C 
Subordinate Bonds.

Certain Ongoing Federal Tax Requirements and Certifications

The Code establishes certain ongoing requirements that must be met subsequent to the issuance 
and delivery of the Series 2018-C Subordinate Bonds in order that interest on the Series 2018-C Subordinate 
Bonds be and remain excluded from gross income under Section 103 of the Code. These requirements 
include, but are not limited to, requirements relating to use and expenditure of gross proceeds of the Series 
2018-C Subordinate Bonds, yield and other restrictions on investments of gross proceeds, and the arbitrage 
rebate requirement that certain excess earnings on gross proceeds be rebated to the federal government. 
Noncompliance with such requirements may cause interest on the Series 2018-C Subordinate Bonds to 
become included in gross income for federal income tax purposes retroactive to their issue date, irrespective 
of the date on which such noncompliance occurs or is discovered. The City has covenanted to comply with 
certain applicable requirements of the Code to assure the exclusion of interest on the Series 2018-C 
Subordinate Bonds from gross income under Section 103 of the Code.

Certain Collateral Federal Tax Consequences

The following is a brief discussion of certain collateral federal income tax matters with respect to 
the Series 2018-C Subordinate Bonds. It does not purport to address all aspects of federal taxation that may 
be relevant to a particular owner of a Series 2018 Bond. Prospective investors, particularly those who may 
be subject to special rules, are advised to consult their own tax advisors regarding the federal tax 
consequences of owning and disposing of the Series 2018-C Subordinate Bonds.

Prospective owners of the Series 2018-C Subordinate Bonds should be aware that the ownership 
of such obligations may result in collateral federal income tax consequences to various categories of 
persons, such as corporations (including S corporations and foreign corporations), financial institutions, 
property and casualty and life insurance companies, individual recipients of Social Security and railroad 
retirement benefits, individuals otherwise eligible for the earned income tax credit, and taxpayers deemed 
to have incunred or continued indebtedness to purchase or carry obligations the interest on which is excluded 
from gross income for federal income tax purposes. Interest on the Series 2018-C Subordinate Bonds may 
be taken into account in determining the tax liability of foreign corporations subject to the branch profits 
tax imposed by Section 884 of the Code.
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Information Reporting and Backup Withholding

Information reporting requirements apply to interest paid on tax-exempt obligations, including the 
Series 2018-C Subordinate Bonds. In general, such requirements are satisfied if the interest recipient 
completes, and provides the payor with, a Form W-9, “Request for Taxpayer Identification Number and 
Certification,” or if the recipient is one of a limited class of exempt recipients. A recipient not otherwise 
exempt from information reporting who fails to satisfy the information reporting requirements will be 
subject to “backup withholding,” which means that the payor is required to deduct and withhold a tax from 
the interest payment, calculated in the manner set forth in the Code. For the foregoing purpose, a “payor” 
generally refers to the person or entity from whom a recipient receives its payments of interest or who 
collects such payments on behalf of the recipient.

If an owner purchasing a Series 2018 Bond through a brokerage account has executed a Form W- 
9 in connection with the establishment of such account, as generally can be expected, no backup 
withholding should occur. In any event, backup withholding does not affect the excludability of the interest 
on the Series 2018-C Subordinate Bonds from gross income for federal income tax purposes. Any amounts 
withheld pursuant to backup withholding would be allowed as a refund or a credit against the owner’s 
federal income tax once the required information is furnished to the Internal Revenue Service.

Miscellaneous

Tax legislation, administrative actions taken by tax authorities, or court decisions, whether at the 
federal or state level, may adversely affect the tax-exempt status of interest on the Series 2018-C 
Subordinate Bonds under federal or state law or otherwise prevent beneficial owners of the Series 2018-C 
Subordinate Bonds from realizing the full current benefit of the tax status of such interest. In addition, such 
legislation or actions (whether currently proposed, proposed in the future, or enacted) and such decisions 
could affect the market price or marketability of the Series 2018-C Subordinate Bonds.

Prospective purchasers of the Series 2018-C Subordinate Bonds should consult their own tax 
advisors regarding the foregoing matters.

CONTINUING DISCLOSURE

In order to provide certain continuing disclosure with respect to the Series 2018-C Subordinate 
Bonds in accordance with the Rule, the City has executed a Continuing Disclosure Certificate (“Disclosure 
Certificate”) for the benefit of the Owners of the Series 2018-C Subordinate Bonds, pursuant to which 
Digital Assurance Certification, L.L.C. will serve as the initial dissemination agent. The form of Disclosure 
Certificate is attached hereto as Appendix H.

Under the Disclosure Certificate, the City will covenant for the benefit of Owners and Beneficial 
Owners of the Series 2018-C Subordinate Bonds to provide certain annual financial information and 
operating data, including its audited financial statements for the SCM Fund, relating to the System by not 
later than June 30 of each Fiscal Year, commencing on June 30, 2019 for the report for Fiscal Year 2017
18, or if the fiscal year-end changes from June 30, not later than 365 days after the end of the City’s Fiscal 
Year (the “Annual Reports”), and to provide notices of the occurrence of certain enumerated events (the 
“Listed Events”). The Annual Reports and notices of Listed Events will be filed pursuant to the Rule with 
the Electronic Municipal Market Access (“EMMA”) database. These covenants will be made in order to 
assist the Underwriters of the Series 2018-C Subordinate Bonds in complying with the Rule.

The City and its related entities issue a variety of bonds, notes and obligations (“Obligations”), 
including Obligations issued through its proprietary enterprise programs and for its housing program and
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other conduit borrowers, as well as Obligations secured by special taxes and special assessments. The 
representations made by the City in this section regarding its previous continuing disclosure undertakings 
relate only to those Obligations which are managed by the City Administrative Officer and its staff, 
including Obligations secured by the City’s general fund (including the City’s Judgment Obligation Bonds 
and the Bonds and notes issued through the Municipal Improvement Corporation of Los Angeles), General 
Obligation Bonds, Wastewater System Revenue Bonds, Tax and Revenue Anticipation Notes, and Solid 
Waste Revenue Bonds. The City’s Department of Airports, Department of Water and Power and Harbor 
Department (each of which is governed by a Board of Commissioners that is separate from the City Council) 
enter into continuing disclosure undertakings in connection with the bonds and notes that are secured and 
payable from their respective enterprise revenues.

The City did not file timely notices of rating changes on several issues of Obligations based on 
changes in the ratings of certain bond insurers and liquidity providers within the last five years. Notices of 
all of these rating changes have been filed on the EMMA website.

In addition, the City omitted from the annual reports due in 2016 through 2018 for its Solid Waste 
Resources Refunding Revenue Bonds, Series 2015-A, a table entitled “SOLID WASTE PROGRAM - 
CHANGES IN OPERATING CASH.” A supplement entitled “Supplement to Annual Disclosure Filings 
for the Annual Disclosure Filings due in 2016 through 2018,” which sets forth the outstanding information, 
has been filed with the MSRB on the EMMA website.

LITIGATION

[There is no controversy of any nature now pending against the City or, to the knowledge of its 
respective officers, threatened, seeking to restrain or enjoin the issuance, sale, execution or delivery of the 
Series 2018-C Subordinate Bonds or in any way contesting or affecting the validity of the Series 2018-C 
Subordinate Bonds or any proceedings of the City taken with respect to the issuance or sale thereof, or the 
pledge or application of any moneys or security provided for the payment of the Series 2018-C Subordinate 
Bonds or the use of the proceeds of the Series 2018-C Subordinate Bonds. There are no pending lawsuits 
that in the opinion of the City Attorney challenge the validity of the Series 2018-C Subordinate Bonds, the 
corporate existence of the City, or the title of the executive officers to their respective offices.

Certain Claims Against the SCM Fund

The City is routinely a party to a variety of pending and threatened lawsuits and administrative 
proceedings, including those that may affect the SCM Fund of the City. The Office of the City Attorney 
has prepared the following summaty, as of April 12, 2017, of certain claims and lawsuits (with a potential 
loss exceeding $1,000,000) pending against the SCM Fund for construction claims and certain other alleged 
liabilities arising during the ordinary course of operations of the System.

City of Los Angeles et al. v. County of Kern et al. This is an action stemming from a 2006 
ballot initiative (Measure E) that banned the land application of biosolids within the 
unincorporated portions of Kem County, including the area where the City land applies 
biosolids at its Green Acres Farm. In Januaiy 2011, the City filed a state claim challenging 
Measure E and Kem County’s ban on the land application of biosolids. The court granted 
a preliminary injunction in July 2011 allowing the City to maintain biosolids operations at 
Green Acres while the litigation is pending. A trial was held in April and May of 2016 in 
the Tulare County Superior Court. The court rendered a tentative decision on November 
28, 2016, that Measure E is invalid and void because it exceeds Kem County’s police 
power authority and is preempted by state law. Such tentative decision became final on 
March 15, 2017, but judgment has not yet been entered so the time limit from which to file
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an appeal has not yet begun. This decision allows the City to continue applying biosolids 
at the City-owned Green Acres Farm in Kem County. The City cannot provide any 
guarantees that Kem County will not appeal the court’s ruling in this matter. IFKem County 
appeals and is ultimately successful in the lawsuit and Measure E is upheld, the City would 
be unable to continue the land application of biosolids at its Green Acres Farm. The City 
estimates such an outcome could increase System operation costs by approximately $3 to 
$4 million annually, f Update-p.63 “In August 2017, a settlement agreement was signed. 
As part of the settlement, another related lawsuit regarding the CEQA process for the 
Farm was also concluded This will preclude any further appeals on the Measure E 
case. ”]

Maxim Tselevich, et al. v. City of Los Angeles. This is a lawsuit alleging that a City sewer 
system malfunction caused damage to plaintiffs residence and at-home business venture 
for manufacturing specialty furniture. The City’s motion for summary judgment was 
partially granted and the claims by one of the plaintiffs for health related and business 
opportunity damages were dismissed. The only remaining claim is for inverse 
condemnation. The trial is currently scheduled for April 27, 2017. If plaintiff prevails on 
the remaining claim, possible City liability could be approximately $4 million, [Update]

Miles, et al. v. City of Los Angeles. This is a lawsuit where three plaintiffs allege that since 
June 2011, a putative class they seek to represent of Wastewater Collection Workers and 
Maintenance Laborers have not been relieved of all duty during their meal and rest breaks 
such that they are owed meal and rest breaks premium pay for these missed breaks pursuant 
to certain Labor Code provisions (Labor Code section 226.7 and 512) and Industrial Wage 
Order No. 9 applicable to the transportation industiy. The City denies liability that either 
the Labor Code provisions or the Wage Order applies to the putative class, or that they 
have not been afforded off-duty meal or rest breaks. The case is in the pleading stage and 
discovery is underway. The plaintiffs have not yet moved for class certification. No specific 
amount of damages has yet been claimed. A status conference has been scheduled for 
October 11,2017. If the plaintiffs prevail, the City preliminarily estimates that its exposure 
could range from $5 million to $10 million. [Update]

Christopher Ekstein, et al. v. City of Los Angeles. This is a lawsuit alleging property 
damages as a result of two sewer backup flooding incidents in 2013. A March 6,2017 trial 
date was recently vacated and a new trial date has not yet been assigned. A mandatory 
settlement conference is currently scheduled for May 16,2017. Based on current facts and 
circumstances, the City’s liability could be approximately $1.5 million. [Update]

P.P. Ocean, LLC v. City of Los Angeles. In this case, the plaintiff alleges he was unable to 
sell his property because his property was allegedly damaged and made unstable due to 
water or sewage intrusion. Based on current facts and circumstances, the City is unable to 
provide a reasonable estimate of potential liability at this time. [Update]

In the view of the City, these claims and lawsuits should not result in judgments or settlements 
which, in the aggregate, would have a material adverse effect on the City’s ability to pay debt service on 
the Series 2018-C Subordinate Bonds,

In addition to the above, the SCM Fund may be impacted as a result of several class action lawsuits 
that were filed as a result of numerous DWP billing issues, see “Financial Operations of the Wastewater 
System - Billing and Collection” herein, as well as potential liabilities and/or regulatory fines as a result of 
certain System failures, see “The Wastewater System - Existing Facilities - Recent Collection System
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Failures’’ herein and “Regulatory Requirements Affecting Operation of the System - NPDES Permits - 
HWRP” herein.] [To be confirmed/updated by City Attorney]

Claim Filed by the City

On July 23, 2008, the City filed a complaint in the Superior Court for the County of Los Angeles, 
California, Case Number BC394944, which named a number of investment banking and other firms as 
defendants, some of which are serving as Underwriters of the Series 2018-C Subordinate Bonds or have 
been underwriters of the City’s Senior Lien Bonds and Subordinate Bonds in the past. The complaint 
alleged that the defendants manipulated the derivative market by various means which decreased the returns 
the City earned on guaranteed investment contracts and municipal derivative instruments. The City has 
settled with certain of the investment banking firms and has agreed to settlements with the remaining 
defendants with formal dismissals pending.

Other Pending Legal Matters

Attached hereto as part of Appendix A is a list prepared by the Office of the City Attorney of 
pending matters or cases relating to the City. This information is presented for general information purposes 
only. See [Appendix A - “Certain Information Regarding the City of Los Angeles - Employment 
Litigation”] attached hereto.

LEGAL OPINION

The validity of the Series 2018-C Subordinate Bonds and certain other matters are subject to the 
approval of legality by Hawkins Delafield & Wood LLP, Bond Counsel to the City. A complete copy of 
the proposed form of opinion of Bond Counsel is contained in Appendix F attached hereto. Bond Counsel 
undertakes no responsibility for the accuracy, completeness or fairness of this Official Statement. Certain 
legal matters will be passed upon for the City by Nixon Peabody LLP, Disclosure Counsel, and by Michael 
N. Feuer, City Attorney, and for the Underwriters by their counsel, Katten Muchin Rosenman LLP.

RATINGS

S&P Global Ratings, a business unit of Standard & Poor’s Financial Services LLC (“S&P”) and
Fitch Ratings (“Fitch”) have assigned the Series 2018-C Subordinate Bonds their ratings of “[_]” and
“[_],” respectively, based on the issuance by the Credit Facility Provider of the Credit Facility for the
Series 2018-C Subordinate Bonds. Such ratings reflect only the views of such organizations and any desired 
explanation of the significance of such ratings should be obtained from the rating agency furnishing the 
same, at the following addresses: S&P Global Ratings, 55 Water Street, New York, New York 10041; and 
Fitch Ratings, One State Street Plaza, New York, New York 10004. Generally, a rating agency bases its 
rating on the information and materials furnished to it and on investigations, studies and assumptions of its 
own.

There is no assurance such ratings will continue for any given period of time or that such ratings 
will not be revised downward or withdrawn entirely by the rating agencies, if in the judgment of such rating 
agencies, circumstances so warrant. Any such downward revision or withdrawal of such ratings may have 
an adverse effect on the market price of the Series 2018-C Subordinate Bonds.

UNDERWRITING

The Series 2018-C Subordinate Bonds are being purchased by Merrill Lynch, Pierce, Fenner & 
Smith Incorporated and Stifel, Nicolaus & Company, Incorporated (collectively, the “Underwriters”) at a
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price of $ (which amount represents the principal amount of the Series 2018-C Subordinate Bonds of
and less an underwriters’ discount$ _, plus/minus a [net] original issue premium/discount of $

__. The Underwriters may offer and sell the Series 2018-C Subordinate Bonds to certain dealersof$
and others at prices lower than the offering prices stated on the inside cover page hereof. The offering prices 
may be changed from time to time by the Underwriters.

The following four paragraphs have been provided by the Underwriters:

[Certain of the Underwriters and their respective affiliates are full service financial institutions 
engaged in various activities, which may include securities trading, commercial and investment banking, 
financial advisory, investment management, principal investment, hedging, financing and brokerage 
services. Certain of the Underwriters and their respective affiliates have, from time to time, performed, and 
may in the future perform, various financial advisory and investment banking services for the City, for 
which they received or will receive customary fees and expenses.

The City intends to use a portion of the proceeds from the Series 2018-B Subordinate Bonds to 
redeem the Refunded Bonds. To the extent an Underwriter or an affiliate thereof is an owner of Refunded 
Bonds, such Underwriter or its affiliate, as applicable, would receive a portion of the proceeds from the 
issuance of the Series 2018-C Subordinate Bonds contemplated herein in connection with such Refunded 
Bonds being redeemed by the City.

In the ordinary course of their various business activities, the Underwriters and their respective 
affiliates may make or hold a broad array of investments and actively trade debt and equity securities (or 
related derivative securities, which may include credit default swaps) and financial instruments (including 
bank loans) for their own account and for the accounts of their customers and may at any time hold long 
and short positions in such securities and instruments. Such investment and securities activities may involve 
securities and instruments of the City.

The Underwriters and their respective affiliates may also communicate independent investment 
recommendations, market color or trading ideas and/or publish or express independent research views in 
respect of such assets, securities or instruments and may at any time hold, or recommend to clients that they 
should acquire, long and/or short positions in such assets, securities and instruments.]

MUNICIPAL ADVISORS

Public Resources Advisory Group and Montague DeRose and Associates have served as Municipal 
Advisors to the City in connection with the issuance of the Series 2018-C Subordinate Bonds. The 
Municipal Advisors have assisted the City in matters relating to the planning, structuring, issuance and sale 
of the Series 2018-C Subordinate Bonds. The Municipal Advisors have not audited, authenticated or 
otherwise independently verified the information set forth in the Official Statement, or any other related 
information available to the City, with respect to accuracy and completeness of disclosure of such 
information. The Municipal Advisors make no guaranty, warranty or other representation respecting 
accuracy and completeness of the Official Statement.

FINANCIAL STATEMENTS AND DEBT SERVICE COMPLIANCE REPORTS

The SCM Fund Financial Statements and Required Supplementary Information for the Fiscal Years 
ended June 30, 2017 and 2016 (With Independent Auditor’s Report Thereon) and the SCM Fund Debt 
Service Compliance Report for the Fiscal Year ended June 30, 2017 (With Independent Auditor’s Report 
Thereon) are included as Appendix E. The financial statements of the SCM Fund for the F iscal Year ended 
June 30, 2017 and the SCM Fund Debt Service Compliance Report for the Fiscal Year ended June 30,2017
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have been audited by Macias Gini & O’Connell LLP (“Macias”), independent certified public accountants, 
as stated in their report. Macias has not consented to the inclusion of its reports in Appendix E and Macias 
has not undertaken to update its reports or to take any action intended or likely to elicit information 
concerning the accuracy, completeness or fairness of the statements made in this Official Statement, and 
no opinion is expressed by Macias with respect to any event subsequent to the date of its reports.
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MISCELLANEOUS

This Official Statement has been duly approved, executed and delivered by the City.

There are appended to this Official Statement a summary of certain provisions of the Resolutions, 
a glossary of defined terms, a glossary of System terms, Audited Financial Statements of the SCM Fund, 
the proposed form of opinion of Bond Counsel, and a general description of the City and a description of 
the Book-Entry Only System. The Appendices are integral parts of this Official Statement and must be read 
together with all other parts of this Official Statement.

This Official Statement is not to be construed as a contract or agreement between the City and the 
purchasers or holders of any of the Series 2018-C Subordinate Bonds. Any statements made in this Official 
Statement involving matters of opinion, whether or not expressly so stated, are intended merely as an 
opinion and not as representations of fact. The information and expressions of opinion herein are subject to 
change without notice and neither the delivery of this Official Statement nor any sale made hereunder shall, 
under any circumstances, create any implication that there has been no change in the affairs of the City 
since the date hereof. All references to the City Charter and the Resolutions are brief outlines of certain 
provisions thereof. Such outlines do not purport to be complete and reference is made to such laws and such 
documents for a full and complete statement of such provisions.

CITY OF LOS ANGELES

By:
Assistant City Administrative Officer
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APPENDIX A

CERTAIN INFORMATION REGARDING THE CITY OF LOS ANGELES

The information contained in Appendix A is provided as general information regarding the City 
of Los Angeles. Investors are advised that no funds or other financial resources of the City discussed in 
Appendix A are pledged to the payment of the Series 2018-C Subordinate Bonds. The Series 2018-C 
Subordinate Bonds are limited obligations secured by and payable only from the sources of funds 
described in the Official Statement. See “Security and Sources of Payment for the Series 2018-C 
Subordinate Bonds” in the forepart of this Official Statement.

A-l
4844-7026-3153.4



HISTORIC, ECONOMIC AND DEMOGRAPHIC INFORMATION

Founded in 1781, the City of Los Angeles (“the City”) was for its first century a provincial 
outpost under successive Spanish, Mexican and American rule. The City experienced a population 
boom following its linkage by rail with San Francisco in 1876. Los Angeles was selected as the 
Southern California rail terminus because its natural harbor seemed to offer little challenge to San 
Francisco, home of the railroad barons. But what the region lacked in commerce and industry, it 
made up in temperate climate and available real estate, and soon tens and then hundreds of 
thousands of people living in the Northeastern and Midwestern United Slates migrated to new 
homes in the region. Agricultural and oil production, followed by the creation of a deep-water port, 
the opening of the Panama Canal, and the completion of the City-financed Owens Valley Aqueduct 
to provide additional water, all contributed to an expanding economic base. The City’s population 
climbed to 50,000 persons in 1890, and then swelled to 1.5 million persons by 1940. During this 
same period, the motor car became the principal mode of American transportation, and the City 
developed as the first major city of the automotive age. Following World War II, the City became 
the focus of a new wave of migration, with its population reaching 2.4 million persons by 1960.

The City and its surrounding metropolitan region have continued to experience growth in 
population and in economic diversity. The City’s 470 square miles contain 11.5% of the area/size 
of the County and approximately 39% of the population of the County of Los Angeles, California 
(the “County”). Tourism and hospitality, professional and business services, direct international 
trade, entertainment (including motion picture and television production), and wholesale trade and 
logistics all contribute significantly to local employment. Emerging industries are largely 
technology driven, and include biomedical technology, digital information technology, 
environmental technology and aerospace. The County is a top-ranked county in manufacturing in 
the nation. Important components of local industry include apparel, computer and electronic 
components, transportation equipment, fabricated metal, and food processing. Fueled by trade 
with the Pacific Rim countries, the Ports of Los Angeles and Long Beach combined are the busiest 
container ports in the nation. As home to the film, television and recording industries, as well as 
important cultural facilities, the City serves as a principal global cultural center.

Although the economic and demographic information provided below has been collected 
from sources that the City considers to be reliable, the City has made no independent verification 
of the information provided by non-City sources and the City takes no responsibility for the 
completeness or accuracy thereof The current state of the economy of the City, State of California 
(the “State ”) and the United States of America may not be reflected in the data discussed below, 
because more up-to-date information is not publicly available. This information is provided as 
general background.

Additional information on economic highlights for the City was prepared by Beacon 
Economics, and is available on the City’s web site at http://cao.lacity.org/debt/2018.06.01%20- 
%20City%20of%20Los%20Angeles%20-%20Compaiative%20Analysis%20Updated.pdf. This 
report is not incorporated by reference.
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Population
The table below summarizes City, County, and State population, estimated as of January 1

of each year.

Table 1
CITY, COUNTY AND STATE POPULATION STATISTICS

State of 
California

Annual 
Growth Rate(1)

City of 
Los Angeles 
3,694.742 
3,769,131 
3,792,621 
3,959,840 
3,985,114 
4,021,488 
4,054.400

Annual 
Growth Rate(1)

County of 
Los Angeles

Annual 
Growth Rate(l)

2000(1)
2005“>
2010<l)
2015u>

9,519,330
9,816,153
9,818,605

10,149,661
10,180,169
10,231,271
10,283,729

33,873.086
35,869,173
37,253,956
38,912,464
39,179,627
39,500,973
39,809,693

0.40% 0.62% 1.18%
0.12 0.770.00

0.890.88 0.67
2016 0.64 0.30 0.69
2017 0.820.91 0.50

0.822018 0.780.51

a) For five-year time series, figures represent average annual growth rate for each of the five years.

State of California, Department of Finance, E-4 Population Estimates for Cities, Counties and the State, 2001-2010, with 2000 and 
2010 Census Counts, Sacramento, California, November 2012. State of California, Department of Finance, E-1 Population 
Estimates for Cities, Counties, and the State, 2011-2018, with 2010 Census Benchmark. Sacramento, California, May 2018.

Source:

Industry and Employment
The following table summarizes the average number of employed and unemployed 

residents of the City and the County, based on the annual “benchmark,” an annual revision process 
in which monthly labor force and payroll employment data, which are based on estimates, are 
updated based on detailed tax records. The “benchmark” data is typically released in March for 
the prior calendar year.

Table 2
ESTIMATED AVERAGE ANNUAL EMPLOYMENT AND 

UNEMPLOYMENT OF RESIDENT LABOR FORCE'11

2013 2015 2016 2017Civilian Labor Force 2014
City of Los Angeles 

Employed 
Unemployed

1.920.200 
113.000

2.033.200

1,801,000
207.300

2,008,200

1,845,900
176,400

1,875,700
142.100

1,942,200
99.000

2,017,800Total 2,022,300 2,041,200

County of Los Angeles 
Employed 
Unemployed

4,482,600
484.600

4,591,100
413,000

4,671,100
331.200

4,789,500
265.400

5,054,900

4,883,600
240,300

Total 4,967,200 5,004,100 5,002,300 5,123,900

Unemployment Rates
City 10.3% 7.0% 5.6%8.7% 4.8%

9.8 8.3County
State
United States

6.6 5.3 4.7
8.9 7.5 6.2 5.4 4.8
7.4 6.2 5.3 4.9 4.4

March 2017 Benchmark report as of May 29,2018; not seasonally adjusted 
Note: Based on surveys distributed to households; not directly comparable to Industry Employment data reported in Table 3.

Sources: California Employment Development Department, Labor Market Information Division for the State and County; U.S. Bureau of 
Labor, Department of Labor Statistics for the U.S.
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The California Employment Development Department has reported preliminary 
unemployment figures for July 2018 of 4.2% statewide, 5.1% for the County, and 5.1% for the 
City (not seasonally adjusted).

The following table summarizes the California Employment Development Department’s 
estimated annual employment for the County, which includes full-time and part-time workers who 
receive wages, salaries, commissions, tips, payment-in-kind, or piece rates. Separate figures for 
the City are not maintained. Percentages indicate the percentage of the total employment for each 
type of employment for the given year. For purposes of comparison, the most recent employment 
data for the State is also summarized.

Table 3
LOS ANGELES COUNTY

ESTIMATED INDUSTRY EMPLOYMENT AND LABOR FORCE*1*

State of CaliforniaCounty

%of
Total

%of
Total

%of
Total 2017 20172000

0.1%Agricultural 
Mining and Logging 
Construction 
Manufacturing
Trade, Transportation and Utilities
Information
Financial Activities
Professional and Business Services
Educational and Health Services
Leisure and Hospitality
Other Services
Government

Total(2)

0.2% 5,800
2,200

137,700
350.100
838.900
214.500
221.100 
613,400 
794,300
523.900 
154,100
585.500

2.5%7,700 427,600
22,000

809,100
1,311,900
3.042.600 

528,700 
830.500

2,563,100
2.636.600 
1,951,300

563,300
2.553.500

17,240,200

0.0 0.0 0.11,800
3.13.2 4.7131.500

617,800
785,000
244,300
223.400 
589,100
464.900
344.900 
140,200
581.400 

4,132,000

7.915.0 7.6
19.0 18.9 17.6

4.85.9 3.1
5.4 5.0 4.8

14.3 13.8 14.9
11.3 17.9 15.3

11.88.3 11.3
3.4 3.5 3.3

13.214.1 14.8
100.0%100.0% 4,441,400 100.0%

(1) The California Economic Development Department has converted employer records from the Standard Industrial Classification coding 
system to the North American Industry Classification System.

(2) Footnotes may not add due to rounding.
Note: Based on surveys distributed to employers: not directly comparable to Civilian Labor Force data reported in Table 2.

California Employment Development Department, Labor Market Information Division. Based on March 2017 Benchmark report 
released March 23,2018.

Source:
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Personal Income
The U.S. Census Bureau defines personal income as the income received by all persons 

from all sources, and is the sum of “net earnings,” rental income, dividend income, interest income, 
and transfer receipts. “Net earnings” is defined as wages and salaries, supplements to wages and 
salaries, and proprietors’ income, less contributions for government social insurance, before 
deduction of personal income and other taxes.

The following table summarizes the latest available estimate of personal income for the 
County, State and United States.

Table 4
COUNTY, STATE AND U.S. 

PERSONAL INCOME

Per Capita 
Personal Income(1) 

(dollars)
Personal Income 

(thousands of dollars)Year and Area

2013
County®
State®
United States'2'

$ 48.283 
48,555 
44,489

$ 483,578,594
1,861,956,514 

14,068,960.000

2014
County®
State®
United States'1'

$51,111
51,317
46,486

$ 514,516,564 
1,986,025,976 

14,811,388,000

2015
County®
State®
United States®

$54,298
54,664
48,429

$ 549,073,019 
2,133,664,158 

15,547,661,000

2016
County'2'
State'2'
United States'2'

$55,624
56,308
49,204

$ 563,907,868 
2,212,691,221 

15,912,777,000

2017
County'3*
State'2'
United States'2'

N/AN/A
$2,303,870,496
16,413,550,863

$58,272
50,392

(i) Per capita personal income was computed using Census Bureau midyear population estimates. Per capita personal income is total personal 
income divided by total midyear population. Estimates for 2013 to 2017 reflect Census Bureau midyear state population estimates as of 
December 2017. Estimates for 2013 to 2016 reflect county population estimates as of March 2017.
Last updated: March 22, 2018 - new estimates for 2017; revised estimates for 2013 - 2016.
Last updated: November 16, 2017 - new estimates for 2016; revised estimates for 2013-2015.

(»
(3)

Source: U.S. Bureau of Economic Analysis, “Table SA1 Personal Income Summary” and “Table CA1 Personal Income Summary”.
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Retail Sales

As the largest city in the County, the City accounted for $45 billion (or 29.2%) of the total 
$154.2 billion in County taxable sales for 2016. The following table sets forth a history of taxable 
sales for the City for calendar years 2012 through 2016, 2016 being the last full year for which 
data is currently available.

Table 5
CITY OF LOS ANGELES 

TAXABLE SALES 
(in thousands)

2012 2013 20162014 2015
S3.983.625

1,683,805
2,086,608
2,444,701
4,954,380
3,032,886
2,873,530
6.946,625
3,943,616

31.949,776
9.806,938

$41,756,714

$4,616,450
1,826,089
2,335,497
2,718,199
4,252,397
3,190,617
2,725,354
8,194,963
4,112,670

33,972,239
10.074.458

Motor Vehicle and Parts Dealers 
Home Furnishings and Appliance Stores 
Bldg, Materials and Garden Equip, and Supplies 
Food and Beverage Stores 
Gasoline Stations
Clothing and Clothing Accessories Stores
General Merchandise Stores
Food Services and Drinking Places
Other Retail Group
Total Retail and Food Services
All Other Outlets
TOTAL ALL OUTLETS

$3,662,657
1,676,926
1,942,915
2,322,695
5,090,496
2,884,984
2,759,578
6,564,652
3.716.658

30,621,561
9,502,364

$40,123,926

$4,158,168
1,725,981
2,179,954
2,582,338
4,822,894
3,102,222
2,899,454
7,534,764
3,969,898

32,975,673
10,480,659

$43,456,334

$ 4.769,093 
1,945,181 
2,384,196 
2,781,424 
3,670,450 
3,201,152 
2,500,015 
8,775,092 
4.229J201 

34,355,804 
10,624,426

$44,046,697 $44,980,230

6.0% 2.1%Year-over-year growth 4.1% 4.1% 1.4%

California State Board of Equalization, Research and Statistics Division.Source:

The City experienced a 2.9% growth in its own sales tax receipts in Fiscal Year 2016-17 
(excluding additional receipts from the restoration ofthe 1% local tax rate), estimates 3.6% growth 
for Fiscal Year 2017-18, and projects 3.5% growth in sales tax receipts for the Fiscal Year 2018
19 Adopted Budget.

A-5



Land Use
The following table, derived from data maintained by the Los Angeles County Assessor, 

indicates various land uses within the City based on assessed valuation and the number of parcels.

Table 6
CITY OF LOS ANGELES

ASSESSED VALUATION AND PARCELS BY LAND USE

%of
Total

14.94%

2017-18
Assessed Valuation(1)

No. of 
Parcels

%of
TotalNon-Residential 

Commercial Office 
Vacant Commercial 
Industrial 
Vacant Industrial 
Recreational
Govemment/Social/Institutional
Miscellaneous

Subtotal Non-Residential

4.58$ 81,696,410,903 
2,229,933,010 

38.694,352,154 
1,841,327,493 
1,968,622,688 
3,424,152,581 

412.305.160 
$130,267,103,989

35,982
0.41 0.151,217

19,997
4,094

7.07 2.54
0.34 0.52

0.100.36 802
0.63 0.483,754

2.867 0.360.08
23.81% 68,713 8.74%

Residential
Single Family Residence 
Condominium/Townhouse 
Mobile Homes and Lots 
Mobile Home Park 
2-4 Residential Units 
5+ Residential Uuits/Apartments 
Vacant Residential 

Subtotal Residential

$288,756,702,948
36,815,358,543

114.122,340
176,813,031

28,453,236,579
59,349,537,762
3.065.831.860

$416,731,603,063

52.79% 63.41%498,231
86,529
3,294

11.016.73
0.02 0.42
0.03 90 0.01
5.20 9.4574,218

34,850
19.833

10.85 4.44
0,56 2.52

76.19% 717,045 91.26%

Total $546,998,707,052 100.00% 100.00%785,758

a) Local Secured Assessed Valuation, excluding tax-exempt property.

California Municipal Statistics, Inc.Source:
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Construction Activity

The table below provides a summary of building permits issued by the City by calendar
year.

Table 7
CITY OF LOS ANGELES

RESIDENTIAL BUILDING PERMIT VALUATIONS AND NEW UNITS

2013 2014 2015 2016 2017

Valuation*1*
Residential*3*
Non-Residential'3*
Miscellaneous Residential'4* 
Miscellaneous Non-Residential'5*

56,808
3,385

54,246 56,416
2,668

$6,822
3,359

$7,924
3,5221,732

968 880 729 1,197605
48 18 28 25 134

5631 18 40 87

Number of Residential Units: 
Single family'6* 
Multi-family'7*

Subtotal Residential Units

2,246
13.246

2,393
11,495

3,148
10.984

1,254 1,852
9.6077.136

8,390 11,459 15,492 13,888 14,132

Number of Non-Residential Units'8* 613 970 326 630

Miscellaneous Residential Units'9* 
Miscellaneous Non-Residential Units'10*

672 4,701536 274 393
736 1,036 100323 267

Total Units 15,6939,249 12,326 17,234 19,563

a) In millions of dollars. “Valuation” represents the total valuation of all construction work for which the building permit is issued.
Valuation of permits issued for Single-Family Dwellings, Duplexes, Apartment Buildings, Hotel/Motels, and Condominiums.
Valuation of permits issued for Special Permits, Airport Buildings, Amusement Buildings, Churches, Private Garages, Public Garages, 
Gasoline Service Stations, Hospitals, Manufacturing Buildings, Office Buildings. Public Administration Buildings, Public Utilities 
Buildings, Retail Stores, Restaurants, School Buildings, Signs, Private Swimming Pools, Theater Buildings, Warehouses, Miscellaneous 
Buildings/Structures, Prefabricated Houses, Solar Heaters, Temporary Structures, Artists-in-Residence, Foundation Only, Grade - Non
Hillside, Certificates of Occupancy - Use of Land, Grading - Hillside.
Valuation of permits issued for “Additions Creating New Units - Residential” and “Alterations Creating New Units - Residential.” 
Valuation of permits issued for “Additions Creating New Units - Commercial” and “Alterations Creating New Units - Commercial.” 
Number of dwelling units permitted for Single-Family Dwellings and Duplexes.
Number of dwelling units permitted for new Apartment Buildings, Hotel/Motels, and Condominiums.
Number of dwelling units permitted for Airport Buildings, Amusement Buildings, Churches, Private Garages, Public Garages, Gasoline 
Service Stations, Hospitals, Manufacturing Buildings, Office Buildings, Public Administration Buildings, Public Utilities Buildings, Retail 
Stores, Restaurants, School Buildings, Signs, Private Swimming Pools, Theater Buildings, Warehouses, Miscellaneous Buildings/Structures 
Prefabricated Houses, Solar Heaters, Temporary Structures, Artists-in-Residence.
Number of dwelling units added includes “Addition Creating New Units - Residential” and “Alterations Creating New Units - Residential.” 
Number of dwelling units added includes “Additions Creating New Units - Commercial” and “Alterations Creating New Units - 
Commercial.”

(2)
m

m
(6)
m

w
tio)

City of Los Angeles, Department of Building and Safety.Source:

MUNICIPAL GOVERNMENT

The City is a charter city originally incorporated in 1850. Under the State Constitution, 
charter cities such as the City are generally independent of the State Legislature in matters relating 
to municipal affairs. Charter cities, however, are subject to State Constitutional restrictions. The 
most recent charter was adopted in 1999, became effective July 1, 2000, and has been amended a 
number of times by voter approval. In an amendment approved by voters in 2015 (Charter 
Amendment 1), the City’s primary and general election dates were moved to June and November 
of even-numbered years, beginning in 2020, in order to align them with federal and state elections.
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The measure also extended the terms of officials elected in 2015 and 2017; these candidates were 
given five and a half-year terms instead of the customary four to transition to the new election 
dates.

The City is governed by the Mayor and the Council. The Mayor is elected at-large for a 
four-year term. As executive officer of the City, the Mayor has the overall responsibility for 
administration of the City. The Mayor recommends and submits the annual budget to the Council 
and passes upon subsequent appropriations and transfers, approves or vetoes ordinances, and 
appoints certain City officials and commissioners. He supervises the administrative process of 
local government and works with the Council in matters relating to legislation, budget, and finance. 
As prescribed by the Charter and City ordinances, the Mayor operates an executive department, of 
which he is the ex-officio head. The current Mayor, Eric Garcetti, assumed office on July 1, 2013 
and was elected to a second term on March 7, 2017, which will end in 2022 due to the change in 
election dates.

The Council, the legislative body of the City, is a full-time council. The Council enacts 
ordinances subject to the approval of the Mayor and may override the veto of the Mayor by a two- 
thirds vote. The Council orders elections, levies taxes, authorizes public improvements, approves 
contracts, adopts zoning and other land use controls, and adopts traffic regulations. The Council 
adopts or modifies the budget proposed by the Mayor. It authorizes the number of employees in 
budgetary departments, creates positions and fixes salaries. The Council consists of 15 members 
elected by district for staggered four-year terms.

The other two elective offices of the City are the Controller and the City Attorney, both 
elected for four-year terms. The Controller is the chief accounting officer for the City. The current 
Controller, Ron Galperin, assumed office on July 1, 2013, and was elected to a second term on 
March 7, 2017, which will end in 2022 due to the change in election dates.

The City Attorney is attorney and legal advisor to the City and to all City boards, 
departments, officers, and entities, and prosecutes misdemeanors and violations of the Charter and 
City ordinances. The current City Attorney, Mike Feuer, assumed office on July 1, 2013, and was 
elected to a second term on March 7, 2017, which will end in 2022 due to the .change in election 
dates.

All citywide elected officials are subject to term limits of two four-year terms, while 
Council members are subject to term limits of three four-year terms.

The City Administrative Officer (“CAO”) is the chief fiscal advisor to the Mayor and 
Council and reports directly to both. The CAO is appointed by the Mayor, subject to Council 
confirmation. In February 2017, the Mayor appointed Richard H. Llewellyn, Jr. as Interim City 
Administrative Officer; he was permanently appointed to the position by the Mayor and confirmed 
by the Council in February 2018.

The City Treasurer (the “Treasurer”) receives, invests and is the custodian of the City’s 
funds and those of affiliated entities. The Treasurer also serves as the City’s Investment Officer. 
The Treasurer is appointed by the Mayor and confirmed by the Council. On July 1, 2011, the 
Office of the Treasurer was consolidated into the Office of Finance. Claire Bartels, the Director of 
Finance, also serves as the City Treasurer.

The City has 38 departments and bureaus for which operating funds are annually budgeted 
by the Council. In addition to these, three departments (the Department of Water and Power
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(“DWP”), the Harbor Department, and the Department of Airports) and one State-chartered public 
agency (the Housing Authority of the City) are under the control of boards appointed by the Mayor 
and confirmed by the Council. The City obtains water and electricity from DWP, the largest 
municipally-owned utility in the nation. Two departments, the Los Angeles City Employees’ 
Retirement System and the Fire and Police Pension System, are under the control of boards whose 
membership is comprised of Mayoral appointees and representatives elected by system members.

Public services provided by the City include police, fire and paramedics; residential refuse 
collection and disposal, wastewater collection and treatment, street maintenance, traffic 
management, storm water pollution abatement, and other public works functions; enforcement of 
ordinances and statutes relating to building safety; public libraries; recreation and parks; 
community development; housing and aging services; and planning.

BUDGET AND FINANCIAL OPERATIONS

Risk Management and Retention Program

Because of its size and its financial capacity, the City has long followed the practice of 
directly assuming most insurable risks without procuring commercial insurance policies. The 
extent and variety of City exposure is such that the cost of the premiums outweighs the benefits of 
such coverage. The City administers, adjusts, settles, defends and pays claims from budgeted 
resources. The City is self-insured for workers’ compensation as permitted under State law. The 
City procures commercial insurance when required by bond or lease financing covenants and for 
other limited purposes.

Funds are budgeted annually to provide for claims and other liabilities based both on the 
City’s historical record of payments and an evaluation of known or anticipated claims. The Fiscal 
Year 2018-19 Adopted Budget provides funding of $89.1 million for these liabilities, of which $80 
million is dedicated to liabilities that must be paid from the General Fund. The 2018-19 Adopted 
Budget also includes an additional $20 million in the Unappropriated Balance, Reserve for 
Extraordinary Liabilities, which is also available for this purpose. From time to time, the City may 
issue judgment obligation bonds to finance larger judgments or settlements, as it did in Fiscal Year 
2008-09 and Fiscal Year 2009-10. Claims and other liabilities against the Wastewater System (the 
“System”) are paid from the Sewer Construction and Maintenance Fund, which is accounted for 
as an Enterprise Fund. The System’s recent claims payment experience is listed in the table below.

Table 8
SEWER CONSTRUCTION AND MAINTENANCE FUND 

LIABILITY CLAIMS PAID'1’
($ in thousands)

Claims PaidFiscal Year
$2,3772014- 15

2015- 16
2016- 17
2017- 18 (Estimated)
2018- 19 (Adopted Budget)

1,792
1,799
3,750
3,750

(1) Cash basis,

Source: City of Los Angeles, Office of the City Administrative Officer.
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Workers* Compensation, Employee Health Care and Other Human Resources Benefits

The City appropriates funds to a Human Resources Benefits Fund to account for various 
programs to provide benefits to its employees, in addition to retirement and other post-employment 
benefits as described below. The Fund is administered by the Personnel Department, and does not 
account for retirement or other post-employment benefits. Total benefits expenditures are shown 
in the following table.

Table 9
HUMAN RESOURCES BENEFITS*1* 

($ in thousands)

Estimated
2017-18

Adopted
2018-192016-172014-15 2015-16

Workers ’ Compensation/Rehabilitution 
Contractual Services 
Civilian FLEX Program0' 
Supplemental Civilian Union Benefits 
Police Health and Welfare Program 
Fire Health and Welfare Program 
Unemployment Insurance 
Employee Assistance Program 
Total

$161,500
26,480

227,017
4,094

129,359
46,437

5,000

$169,601
21,141

235,918
4,318

134,340
47,037
2,989

$175,831
20,152

255,129
4,889

139,498
49,348

2,538

$189,500
23,230

276,415
4,607

145,526
52,523
2,900

$194,000
25,830

286.257
5,113

158,068
56,927
2,800
1,6621,535 1.S871,250 1,463

$648.920$616.807 $696.288 $730.657$601,137

a) Cash basis.
(2) Reflects all civilian health, dental, union supplemental benefit and life insurance subsidies.

City of Los Angeles, Office of the City Administrative Officer.Source:

The System pays its pro-rata share of these and certain other costs through a line item 
budgeted as “Reimbursement of General Fund Costs” in the Sewer Construction and Maintenance 
Fund budget. The volatility in these reimbursements reflects changes in the City’s cost allocation 
plan and occasional overpayments of related costs, which are reconciled in subsequent years.

Table 10
SEWER CONSTRUCTION AND MAINTENANCE FUND 

REIMBURSEMENT OF GENERAL FUND C OSTS 
($ in thousands)

Expenditures1"Fiscal Year

$79,547
54,760
69,284
95,138

107,585

2014- 15
2015- 16
2016- 17
2017- 18 (Estimated)
2018- 19 (Adopted Budget)

(i) Cash basis.

City of Los Angeles, Office of the City Administrative Officer.Source:
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Labor Relations
In 1971, the City adopted an employee relations ordinance under the provisions of the 

Meyers-Milias-Brown Act (“MMBA”). Under the MMBA, management must bargain with 
recognized employee organizations on terms and conditions of employment, including wages, 
hours, and other working conditions. The CAO is the formal management representative on 
employee relations matters, representing the Mayor and Council in negotiations with recognized 
employee organizations. The CAO receives direction from the Executive Employee Relations 
Committee (“EERC”), consisting of the Mayor, the President of the Council, the President Pro- 
Tempore of the Council and the chairpersons of the Council’s Budget and Finance, and Personnel 
and Animal Welfare Committees. Formal Memoranda of Understanding (“MOUs”) are executed 
between the City and the employee organizations incorporating the negotiated wages and working 
conditions for each bargaining unit. For expired contracts, the terms continue to be observed during 
negotiations of a new contract, unless a provision has a specific termination date.

There are 41 individual MOUs, affecting about 36,400 full-time City employees (these 
bargaining units include employees of the Airport and Harbor departments, but exclude DWP 
employees) that are represented by 22 labor unions/employee associations. The remaining 
approximately 800 employees are not represented. The vast majority of employees that are 
members of the Los Angeles City Employees’ Retirement System (“LACERS”) are considered to 
be “civilian” employees. Employees that are members of the City of Los Angeles Fire and Police 
Pension Plan (“LAFPP”) are considered to be “sworn” or “safety” employees. See “BUDGET 
AND FINANCIAL OPERATIONS—Los Angeles City Employees’ Retirement System 
(“LACERS”).”

Multi-year agreements are currently in place with the Los Angeles Police Protective 
League; the United Firefighters of Los Angeles City; the 19 bargaining units that comprise the 
“Coalition of LA City Unions” (which includes 17 full-time and two part-time bargaining units); 
and the five bargaining units represented by the Engineers and Architects Association. The 
agreements provide for salary increases as shown on the table below.

The following table summarizes the membership and status of the largest unions and 
employee associations. Most current labor contracts will expire at the end of Fiscal Year 2017-18 
or Fiscal Year 2018-19. Most Wastewater System employees are members of the Service 
Employees International Union, which is represented by the Coalition of LA City Unions.

A-ll



Table 11
STATUS OF LABOR CONTRACTS 

LARGEST EMPLOYEE ORGANIZATIONS 
(As of July 1,2018)

Number of 
Bargaining 

Units
Full-Time Employees 

Represented*1*

9,897

Status of Memorandum 
of Understanding

Contract expires 7/31/19

Cost of Living Adi ustment(2)

2% on 7/8/18 
2% on 7/7/19

Organization

Los Angeles Police 
Protective League

1

United Firefighters of Los 
Angeles City

4% effective 6/26/16 
2% effective 7/9/17 
2% effective 1/7/18 
2% effective 7/8/18

2% on 7/9/17 
2.75% step on 1/7/18 
Salaries restructured

3,282 1 Contract expires 6/30/19

Coalition of LA City Unions*1' 17 Contracts expired 6/30/1815,653

Engineers and Architects 
Association

1.5% increase effective 12/13/15 
2.25% effective 6/26/16 
2.25% effective 6/25/17 
2.25% effective 6/24/18

3% effective 11/13/16 
2% effective 6/25/17 

1.5% effective 12/10/17 
2% effective 6/10/18 
2% effective 6/23/19 
Salaries restructured

4,937 Contracts expire 6/22/194

Municipal Construction 
Inspectors Association

Contract expires 6/22/19866 1

(i) Total employees in all departments except DWP.
Adjustments for the term covered by the specific MOU. Also includes certain “step increases” for variation in pay based on longevity. 
Includes Service Employees International Union, Local 721, American Federation of State, County and Municipal Employees, 
Laborers’ International Union of North America Local 777, Los Angeles/Orange County Building & Construction Trades Council, 
IUOE Local 501, and the Teamsters, Local 911.

m

City of Los Angeles, Office of the City Administrative Officer.Source:
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The table below shows total authorized City staffing for all departments except Airports, 
Harbor, DWP, LACERS, and LAFPP. The Los Angeles Police Department (“LAPD”) represents 
the single largest department in terms of authorized positions.

Table 12
AUTHORIZED CITY STAFFING*1*

Adopted
2018-192014-15 2015-16 2016-17 2017-18

Sworn
Police 10,545 

3.350
10,547
3.3S0

10,549
3.363

13,912

10,480
3.232

10,522
3.292Fire

Subtotal Sworn 
Civilian

Police

13,712 13,814 13,895 13,897

3,227 3,313 3,330 3,335 3,388
Fire 397342 342 379 383
All Others 

Subtotal Civilian
14,594 15,107 15,501 15,760 16.063
18,163 18,762 19,210 19,478 19,848

33,375 33,760Total 31,875 32,576 33,105

(i) As authorized in the Adopted Budget. Includes permanent (“regular”) positions and excludes temporary personnel (also referred to as 
“resolution authority positions”), which total 2,400 tor Fiscal Year 2018-19. Also excludes personnel of the departments of Airports, 
Harbor, DWP, LACERS and LAFPP.

Source: City of Los Angeles, Office of the City Administrative Officer.

Los Angeles City Employees’ Retirement System (“LACERS”)

The City has three single-employer defined benefit pension plans created by the City 
Charter: the Los Angeles City Employees’ Retirement System (“LACERS”), the City of Los 
Angeles Fire and Police Pension Plan (“LAFPP”) and, for employees of DWP, the Water and 
Power Employees’ Retirement, Disability and Death Benefit Insurance Plan (the “Water and 
Power Plan”). Both LACERS and LAFPP (collectively, the “Pension Systems”) are funded 
primarily from the City’s General Fund, while the Water and Power Plan is funded by that 
department’s proprietary revenues. Employees of the City’s Wastewater System are members of 
LACERS.

LACERS, established in 1937 under the Charter, is a contributory plan covering most City 
employees except uniformed fire and police personnel who are members of Los Angeles Fire and 
Police Pensions, and employees of the Department of Water and Power. As of June 30, 2017, the 
date of its most recent actuarial valuation, LACERS had 25,457 active members, 18,805 retired 
members and beneficiaries, and 7,428 inactive members. The number of retired members was 
significantly increased, and the number of active members significantly decreased, as a result of 
the City’s Early Retirement Incentive Program in Fiscal Year 2009-10. LACERS is funded 
pursuant to the Entry Age Cost Method, which is designed to produce stable employer 
contributions in amopnts that increase at the same rate as the employer’s payroll (i.e., level percent 
of payroll).

LACERS provides retirement, disability, death benefits, post-employment healthcare and 
annual cost-of-living adjustments to plan members and beneficiaries. As required by the City 
Charter, the actuarial valuations for LACERS are prepared on an annual basis and the applicable 
actuary recommends contribution rates for the fiscal year beginning after the completion of that
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actuarial valuation. When approved by LACERS’ board of administration, these become the City’s 
contribution rates for such years.

LACERS’ annual valuations determine the contribution rate, as a percentage of covered 
payroll, needed to fund the normal retirement costs accrued for current employment and to 
amortize any unfunded actuarial accrued liability (“UAAL”). The UAAL represents the difference 
between the present value of estimated future benefits accrued as of the valuation date and the 
actuarial value of assets currently available to pay these liabilities. The valuation is an estimate 
based on relevant economic and demographic assumptions, with the goal of determining the 
contributions necessary to sufficiently fund over time the benefits for currently active, vested 
former members and retired employees and their beneficiaries. Various actuarial assumptions arc 
used in the valuation process, including the assumed rate of earnings on the assets of the plan in 
the future, the assumed rates of general inflation, salary increases, inflation in health care costs, 
assumed rates of disability, the assumed retirement ages of active employees, the assumed marital 
status at retirement, and the post-employment life expectancies of retirees and beneficiaries. As 
plan experience differs from adopted assumptions, the actual liabilities will be more or less than 
the liabilities calculated based on these assumptions. The contribution rates in the following year’s 
valuations are adjusted to take into account actual plan performance in the current and prior years. 
In addition, LACERS performs an experience study every three years and further adjusts its 
assumptions accordingly.

A number of assumptions are made in calculating the actuarial valuation of retirement 
benefits. The following are some of the key assumptions used by LACERS’ actuary, The Segal 
Company, in preparing LACERS’ actuarial report as of June 30, 2017.

Table 13
LOS ANGELES CITY EMPLOYEES’ RETIREMENT SYSTEM 

ACTUARIAL ASSUMPTIONS 
As of June 30,2017

Investment rate of return 
Inflation rate
Real across-the-board salary increase (net of inflation)
Projected salary increases
Cost of living adjustments tor pensioners

7.25%
3.00%
0.50%
Ranges from 3.90% to 10.00%, based on service 
3.00% for Tier 1; 2.00% for Tier 3

Los Angeles City Employees’ Retirement System Actuarial Valuation and Review of Retirement and Health Benefits 
as of June 30,2017.

Source:

In 2017, the LACERS Board adopted a 7.25% assumed investment return and 3.00% price 
inflation, with a plan to conduct a full experience study of economic and demographic assumptions 
in the summer of 2018. Consistent with this previous action, the LACERS Board considered the 
full experience study in August 2018. In addition to demographic assumption changes including 
mortality, the LACERS actuary (Segal Consulting) recommended further reducing the inflation 
rate to 2.75% and the assumed investment return to 7.0%, The LACERS Board, however, only 
adopted changes to the demographic actuarial assumptions and not the economic assumptions. 
Instead the LACERS Board decided to consider all economic and demographic assumptions in
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2020. The economic assumption changes will have the impact of increasing the City’s contribution 
rate beginning in fiscal year 2019-20, all else being equal.

The valuations incorporate a variety of actuarial methods, some of which are designed to 
reduce the volatility of contributions from year to year. When measuring the value of assets for 
determining the UAAL, many pension plans, including LACERS, “smooth” market value gains 
and losses over a period of years to reduce volatility. These smoothing methodologies result in an 
actuarial value of assets that are lower or higher than the market value of assets.

LACERS’ Board uses a market value corridor of 40%. A “corridor” is used in conjunction 
with asset smoothing, in order to keep the actuarial value of assets within a certain percentage of 
the market value of assets. For example, if a system has a 40% corridor, the actuarial value of 
assets must be between 60% and 140% of the market value of assets. Market losses and gains are 
recognized under a seven-year asset smoothing period, where only 1/7 of annual market gains or 
losses are recognized in the actuarial value of assets each year. The remaining gains or losses are 
spread equally over the next six years.

To limit future fluctuations in asset values due to large unrecognized gains reflecting 
several years of fairly large annual market gains and losses from a volatile market, the LACERS 
Board adopted a one-time adjustment, as of June 30, 2014, to its current asset smoothing policy 
by combining the unrecognized gains and losses of the prior years into one layer and spreading it 
evenly over six years. As of June 30,2017, there was a total unrecognized net gain of $2.6 million. 
The following table shows the original market gains and losses, and the unrecognized gains and 
losses as of June 30,2017.

Table 14
LOS ANGELES CITY EMPLOYEES’ RETIREMENT SYSTEM 

CALCULATION OF UNRECOGNIZED RETURN DUE TO ASSET SMOOTHING
As of June 30,2017

Original Market Gain (Loss) Portion Not RecognizedYear Ended June 30 Amount Not Recognized

$ (27,190,474)(1) 

534,122,392 

(404,434,594) 

(760,731,121) 

660,830,976

S (81,571,421) 

1,246,285,581 

(707,760,540) 

(1,065,023,569) 

770,969,472

2/62013

2014 yj

2015 47

2016 57
6/72017

$ 2,597,179Total unrecognized return (loss)

(i) All deferred unrecognized investment gains as of June 30, 2013 were combined into a single layer, to be recognized over the six-year 
period beginning July 1,2013.

Los Angeles City Employees’ Retirement System Actuarial Valuation and Review of Retirement and Health Benefits as of June 30, 
2017.

Source:

LACERS amortizes components that contribute to its UAAL over various periods of time, 
depending on how the unfunded liability arose, layering separate, fixed amortization periods. 
Under current funding policy, actuarial losses and gains are amortized over fixed 15-year periods. 
Liabilities or surpluses due to assumption changes are funded or credited over 15 and 20 years for 
retiree health care benefits and retirement benefits, respectively. Liabilities caused by future early
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retirement incentives will be funded over five years; other benefit changes will be amortized over 
15 years.

ilie table below shows the actuarial value of the City’s liability for retirement benefits 
(excluding retiree health care and other post-employment benefits), the actuarial value of assets 
available for retirement benefits, and two indicators of funding progress for LACERS, the funded 
ratio and the ratio of UAAL to annual payroll.

Table 15
LOS ANGELES CITY EMPLOYEES’ RETIREMENT SYSTEM 

SCHEDULE OF FUNDING PROGRESS FOR RETIREMENT BENEFITS 
ACTUARIAL VALUE BASIS 

(S in thousands)(1)

Unfunded AAL 
as a Percentage 

Of Covered

Actuarial
Accrued
Liability
(AAL1

Actuarial 
Value of 
Assets

Actuarial 
Valuation 

As ofJune 30
Unfunded

AA1.<2>
Funded
Ratio111

Covered
Payroll141

$11,186,404
12,041,984
12,595,025
13,391,704
14,393,959
14.881,663
16.248,853
16.909.996
17.424.996 
18,458,188

$1,748,085
2,464,237
3.040.998 
3,700,693
4.458.999 
4,657,702 
5,304,103 
5,182,835 
4,985.746 
5,279,854

84.4% $1,977,645
1,816,171
1,817,662
1,833,392
1,819,270
1,846,970
1,898.064
1,907,665
1,968.703
2,062,316

2008 $9,438,318
9,577,747
9,554,027
9,691,011
9,934,959

10,223,961
10,944,751
11,727,161
12,439,250
13,178,334

88.4%
2009 135.779.5

75.9 167.32010
2011 72.4 201.9

245.169.02012
2013 252.2 

279.5 
271.7
253.3 
256.0

68.7
67,42014

2015 69.4
2016 71.4

71.42017

(1) Table includes funding for retirement benefits only. Other Post-Employment Benefits (OPEB) are not included.
Actuarial Accrued Liability minus Actuarial Value of Assets, commonly referred to as UAAL. Positive numbers represent a funded 
ratio less than 100%.
Actuarial value of assets divided by Actuarial Accrued Liability.

(4) Annual payroll for members of LACERS.
UAAL divided by covered payroll.

(3)
(5)

Los Angeles City Employees’ Retirement System Actuarial Valuation and Review of Retirement and Health Benefits as of June 30, 
2017.

Source:

The actuarial value of assets is different from the market value of assets as gains and losses 
are smoothed over a number of years. The following table shows the funding progress of LACERS 
based on the market value of the portion of system assets allocated to retirement benefits.
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Tabic 16
LOS ANGELES CITY EMPLOYEES’ RETIREMENT SYSTEM 

SCHEDULE OF FUNDING PROGRESS FOR RETIREMENT BENEFITS 
MARKET VALUE BASIS 

($ in thousands)*11

Unfunded Liability 
as a Percentage 

Of Covered 
Payroll (Market 

Value)*’1

Actuarial
Accrued
Liability
(AAL)

Actuarial
Valuation

As ofJune 30

Market 
Value of 
Assets

Funded
Ratio

(Market Value)*’1
Unfunded
Liability*21

Covered
Payroll*41

$9,059,551 
7,122,911 
7.804,223 
9,186,697 
9,058,839 

10,154,486 
11,791,079 
11,920,570 
11,809,329 
13,180,516

$2,126,853
4,919,073
4,790,802
4,205.007
5,335,120
4,727,177
4,457,774
4,989,426
5,615.667
5.277,672

$1,977,645
1,816,171
1,817,662
1.833,392
1,819(270
1,736,113
1.802,931
1,835,637
1,968,703
2,062316

2008 $11,186,404 
12,041,984 
12,595.025 
13,391,704 
14,393,959 
14,881,663 
16,248,853
16.909.996
17.424.996 
18,458,188

81.0% 107.5%
270.9
263.6
229.4
293.3

2009 59.2
2010 62.0
2011 68.6
2012 62,9
2013 68.2 272.3

72.6 247.3
271.8
285.2
256.0

2014
2015 70.5
2016 67.8
2017 71.4

(i) Table includes funding for retirement benefits only. Other Post-Employment Benefits (OPEB) are not included, 
Actuarial Accrued Liability minus Market Value of Assets. Positive numbers represent a funded ratio less than 100%. 
Market value of assets divided by actuarial accrued liability.
Annual payroll for members of LACERS.
Unfunded liability divided by covered payroll.

m
(4)
iv

Calculated based on data from Los Angeles City Employees’ Retirement System Actuarial Valuation reports.Source:

LACERS has adopted asset allocation plans to guide their investments in stocks, bonds, 
real estate, alternatives and cash equivalents over a three- to five-year period. The asset allocations 
of LACERS are summarized further below. Market value investment returns for the past 10 fiscal 
years are shown in the table below. Any return below the actuarial assumed rate of return (lowered 
to 7.25% as of its June 30, 2017 actuarial valuation) represents an actuarial investment loss, while 
any return above the assumed rate of return represents an actuarial investment gain.

Table 17
LOS ANGELES CITY EMPLOYEES’ RETIREMENT SYSTEM 

HISTORICAL MARKET VALUE INVESTMENT RETURNS

Fiscal Year LACERS

2007- 08
2008- 09
2009- 10
2010- 11 
2011-12
2012- 13
2013- 14
2014- 15
2015- 16
2016- 17

(5.7)%
(19.5)
12.9
22.6

1.1
14.3
18.4
2.8
0.5

13.3

City of Los Angeles, LACERS.Source:
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The City has never issued pension obligation bonds to fund any of its pension systems. The 
City does pre-pay its annual contribution to LACERS out of the proceeds of its annual issuance of 
tax and revenue anticipation notes.

The table below summarizes the City’s payments to LACERS over the past five years, 
including the budgeted payment for Fiscal Year 2018-19. This table includes costs for retirement, 
as well as for retiree health care (see "BUDGET AND FINANCIAL OPERATIONS —Other 
Post-Employment Benefits”), and other miscellaneous benefits.

Table IS
LOS ANGELES CITY EMPLOYEES’ RETIREMENT SYSTEM 

SOURCES AND USES OF CONTRIBUTIONS 
($ in thousands)^

Adopted Budget Adopted Budget 
2018-192016-17 2017-182014-15 2015-16

Sources of Contributions
Contributions for Council-controlled 

Departments
Airport, Harbor Departments, 

LACERS, LAFPP 
Total

*459,400 *450,813 *488,414*411,509 *434,639

94.209 103,120 106.766 110,370102.214
*566,166 *553,027*505,718 *537,759 *598,784

28,16%Percent of payroll - Tier 1 
Percent of payroll - Tier 2 
Percent of payroll - Tier 3

27.22% 28.31%26.56%
19.63%

28.75%
26.42%

24.96% 25.88%24.64%

Uses of Contributions
Current Service Liability (Normal *193,769 *190,777 *206,982 *214,403 *223,667

cost)
397,617
(22.500)®

*598,784

UAAL
Adjustments®

Total

305,891
6.058®

*505,718

363,929
(16.947)®

*537,759

366,172
(6,988)®

*566,166

359,542
(20,918)®

*553,027

(i) Includes funding for OPEB.
Includes the excess benefit plan, the family death benefit plan, and the limited term plan fund. Beginning with the 2014-15 payment, the 
true-up obligation for the prior year is also reflected in this line item.
Payment for a 2013-14 true-up in the amount of *5,191,511 (all agencies) was made in 2014-15.
Adjustments for 2015-16 include the 2014-15 true-up which consists of an *18,052,498 credit (all agencies), which is partially offset by 
*1,105,000 in excess benefit, family death and limited term plan costs.
Adjustments for 2016-17 include the 2015-16 true-up, which consists of a *24,031,072 credit (all agencies) and which is partially offset 
by a *15,854,076 one-time lump sum payment for the retroactive upgrade of past Tier 2 members to Tier 1, and *1,189,000 in excess 
benefit, family death and limited term plan costs.
Adjustments for 2017-18 include the 2016-17 true-up which consists of a *22,341,265 credit (all agencies) and *1,423,000 in excess 
benefit family death, and limited term plan costs. The entire portion of the City’s contribution attributed to the enhanced benefit for the 
Airport Peace Officers who remain m LACERS will be borne exclusively by the Airports Department. As a result, the final contribution 
obligation for all agencies has been adjusted accordingly.
Adjustments for 2018-19 include the 2017-18 true-up which consists of a *23,745,605 credit (all agencies) and *1,246,000 in excess 
benefit, family death, and limited term plan costs. The final contribution obligation for all agencies has been adjusted accordingly for the 
enhanced benefit for the Airport Peace Officers who remain in LACERS.

(2)
0)
(4)

(5)

(S)

71

Source: City of Los Angeles, Office of the City Administrative Officer.

In 2012, the City Council adopted a new civilian retirement tier (“Tier 2”), which applied 
to all employees hired on or after July 1, 2013. Subsequently, as part of an agreement with the 
Coalition of LA City Unions, both the City and the Coalition agreed to transfer all Tier 2 employees 
into Tier 1 effective February 21, 2016. Any new employee hired into a position eligible for
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LACERS members on or after February 21,2016 will, unless eligible for Tier 1 membership under 
specific exemptions, be enrolled in a new “Tier 3”.

The following table includes a summary of the major plan design changes from Tier 1 to
Tier 3.

Table 19
COMPARISON OF LACERS TIER I AND TIER III PLAN DESIGNS

Tier 1" 
60/10 
70 /Any

Plan Feature
Normal Retirement
(Age / Years of Service (“YOS”))

60/30
60/10

Early, Unreduced Retirement Eligibility 55/3055/30

1.5% @60/10 
2,0% @60/30 
2.0% @55/30 

2.0%@ 63 /10 
2.1% @63/30

2.16%@ 55/30Benefit Factors

Highest consecutive 12 months, 
including most bonuses

Last 36 months prior to retirement, 
including most MOU bonuses

Compensation Used to Determine Retirement 
Allowance

Maximum Benefit 100% 80%

6% 7%Employee Contribution Base

1%Early Retirement Incentive Program Employee 
Contribution N/AUntil 2026 or when ERIP debt is paid, 

whichever is sooner

Other Post-Employment Benefits (OPEB), e.g., 
retiree healthcare Employee Contribution 4%4%

Maximum Annual COLA 2%3%

COLA Bank NoYes

50% 50%Survivor Continuance

$2,500 $2,500Death Benefit

Eligible at 55/10 
Subsidy two-party Kaiser rate 

Vesting 40% at 10 Years of Service (YOS), 
100% at 25 YOS

Eligible at 55 /10 
Subsidy two-party Kaiser rate 

Vesting 40% at 10 YOS, 100% at 25 YOS
Retiree Health Subsidy

More than 5 YOS
Maximum 1.43% per YOS or 33% of final 

compensation
Less than 5 YOS, return contributions

More than 5 YOS
Maximum 1.43% per YOS or 33% of final 

compensation
Less than 5 YOS, return contributions

Disability Retirement

Member pays employee and emptoyer 
contributions, except for limited military or 

maternity leave time.
Government Service Buyback Member contribution

(1) Does not reflect Tier 1 Enhanced Benefits for approximately 500 Airport Peace Officers.

Source: City of Los Angeles, Office of the City Administrative Officer
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The following table sets forth LACERS’ investments and asset allocation targets.

Table 20
LOS ANGELES CITY EMPLOYEES’ RETIREMENT SYSTEM 

ASSET CLASS MARKET VALUE AND ALLOCATION 
($ in million)

As of April 10,201S

New Target Allocation 
Approved April 2018 (%!Asset Class Market Value Actual Allocation (%)

$ 4,537U.S. Equity 
Non-U.S. Equity 
Fixed Income Securities 
Credit Opportunities 
Real Assets 
Private Equity 
Cash

19.00%
27.00
13.75

26.44%
32.20
17.27

5,525
2,963

793 12.254.62
13.001,574 9.17

1,650 9.62 14.00
1.00118 0.68

Total Portfolio 517,160 100.00%100.00%

Source: LACERS Portfolio Performance Review for the Quarter Ending June 30, 2017.

The information contained in this section and the following section, “Other Post
Employment Benefits,” is primarily derived from information produced by LACERS and its 
independent actuaries. The City has not independently verified the information provided by 
LACERS. The comprehensive annual financial reports of LACERS, actuarial valuations for 
retirement and health benefits, and other information concerning LACERS are available on 
LACERS’ website, at www.lacers.org/aboutlacers/reports/index.html. Information set forth on 
such website is not incorporated by reference herein. For additional information regarding the 
LACERS, see also Note 5 in the “Notes to the City’s Basic Financial Statements” in the City’s 
Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2017.

Investors are cautioned that, in considering information on LACERS, including the amount 
of the UAAL for retirement and other benefits, the funded ratio, the calculations of normal cost, 
and the resulting amounts of required contributions by the City, this is “forward looking 
information. Such “forward looking” information reflects the judgment of the Board of LACERS 
and its actuaries as to the value of future benefits over the lives of the currently active employees, 
vested terminated employees, and existing retired employees and beneficiaries. These judgments 
are based upon a variety of assumptions, one or more of which may prove to be inaccurate and/or 
be changed in the future.

5 9

Other Post-Employment Benefits

Retired members and surviving spouses and domestic partners of LACERS members are 
eligible for certain subsidies toward their costs of medical and dental insurance and other benefits. 
These benefits are paid by the respective retirement system. These retiree health benefits are 
accounted for as “Other Post-Employment Benefits” (“OPEB”).

The City began making payments to LACERS to pre-fund its OPEB obligations in Fiscal 
Year 1989-90, in an amount then determined by LACERS and their actuaries. The calculations of
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OPEB funding requirements are made by the same actuaries that perform the analysis of LAGERS' 
retirement benefits, and generally rely on the same actuarial assumptions, other than those 
assumptions such as medical inflation specific to OPEB.

As of June 30,2017, the unfunded healthcare benefits liabilities of LACERS are as follows:

Table 21
LOS ANGELES CITY EMPLOYEE’S RETIREMENT SYSTEM 

SCHEDULE OF FUNDING PROGRESS FOR OTHER POST-EMPLOYMENT BENEFITS
($ in thousands)

Unfunded
AAL as a 

Percentage of 
Covered Payroll*41

Actuarial
Accrued
Liability
(AAL1

Actuarial 
Value of 
Assets

Actuarial 
Valuation 

As of June 30
Funded
Ratio*21

Unfunded
AAL(1)

Covered
Payroll*31

$1,928,043
2,058,177
2,233,874
1,968,708
2,292.400
2,412,484
2,662,853
2,646,989
2,793,689
3,005,806

$1,342,920
1,342,497
1,425,726
1,546,884
1,642,374
1,734.733
1,941,225
2,108,925
2,248,753
2,438.458

29.6%2008 $585,123
715,680
808,148
421,824
650,027
677,751
721,628
538,065
544,935
567,348

$1,977,645
1,816,171
1,817,662
1,833,392
1,819,270
1,846,970
1,898,064
1,907,665
1,968,703
2.062,316

69.7%
39.42009 65.2

63.8 44.52010
2011 78.6 23.0
2012 71.6 35.7
2013 71.9 36.7

72.9 38.02014
2015 28.279.7
2016 80.5 27.7
2017 81,1. 27.5

(1) Actuarial Accrued Liability minus Actuarial Value of Assets, commonly referred to as UAAL. Positive numbers represent an actuarial
deficit.

*21 Actuarial value of assets divided by Actuarial Accrued Liability.
(3) Annual payroll against which UAAL amortized.
<4) UAAL divided by covered payroll.

The City of Los Angeles City Employees’ Retirement System Actuarial Valuations.Source:

Historically, plan members did not contribute towards healthcare subsidy benefits; all such 
costs were funded from the employer’s contribution and investment returns thereon. The City 
negotiated bargaining agreements that require a 4% active employee contribution toward retiree 
healthcare for its entire civilian workforce and the option of a 2% active employee contribution 
toward retiree healthcare for its sworn workforce hired before July 1, 2011. Sworn employees 
hired after July 1, 2011, are members of Tier 6 which requires a 2% contribution toward retiree 
healthcare. Employees who contribute to retiree healthcare benefits are vested in future subsidy 
increases authorized by the retirement boards. For those sworn employees that opted not to make 
an additional contribution toward retiree healthcare, their retiree health subsidy has been frozen 
and cannot surpass the maximum subsidy level in effect as of July 1,2011.

Projected Retirement and Other Post-Employment Benefit Expenditures

The table below illustrates the City’s projected contributions to LACERS for the next four 
fiscal years based on projected rates from the City’s actuary applied against projected payroll by 
the CAO. It should be noted that these projections were completed before LACERS adopted new 
demographic assumptions which will increase the City’s contribution rate beginning in fiscal year 
2019-20, all else being equal. These contributions illustrate the projected cost of both pension and 
OPEB under the existing assumptions.
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Table 22
LOS ANGELES CITY EMPLOYEES’ RETIREMENT SYSTEM 

PROJECTED CONTRIBUTIONS 
(S in thousands)

Projection
2020-21

Projection
2022-23

Adopted Budget 
2018-19

Projection
2019-20

Projection
2021-22

LACERS
Contributions for Council- 

controlled Departments®® $520,768$518,242 $537,555$488,414 $518,838

Percentage of Payroll® 27,81% 27.27%28.02% 28.34% 26.94%

$37,601
8.34%

Incremental Change 
% Change

$(596)
(0.11)%

$16,787
3.22%

$30,424
6.23%

$2,526
0.49%

a) Includes the General Fund and various special funds. 
Assumes 7.25% return on investment.
Reflects combined rates for all benefit tiers.

m
(3)

City of Los Angeles, Office of the City Administrative Officer, based on information from the system’s actuary.Source:
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City Treasury Investment Practices and Policies
The Treasurer invests available cash for the City, including that of the proprietary 

departments, as part of a pooled investment program that combines general receipts with special 
funds for investment purposes and allocates interest earnings on a pro-rata basis when the interest 
is earned, and distributes interest receipts based on the previously established allocations. The 
Treasurer also maintains a limited number of special pools established for specific purposes.

The City’s General Pool is further divided into a core pool and a reserve pool. The core or 
liquidity portion is targeted at the City’s net liquidity requirements for six months. All investments 
in the core section of the portfolio have maturities of one year or less. The balance of the General 
Pool not required for the City’s six-month liquidity requirement is invested in the reserve portfol io. 
The reserve portfolio holds investments ranging from one to five years.

Table 23
POOLED INVESTMENT FUND 

GENERAL POOL 
Investments as of July 31,2018

Percent of 
Total Funds 

(Market Value) 
1.33% 
1.440

Average
DaysDescription Par Value Market Value

Bank Deposits(l1 
Money Market Funds 
LAIF (State of California)

S 121,983,574 
132,000,083

$ 121,983.574 
132,000,083

0
0

0 0.000 0
$ 253,983,656 0Subtotal Cash and Overnight Investments S 253,983,656 2.78%

CDARS (2>
Commercial Paper
Negotiable Certificates of Deposit
Corporate Notes
U.S. Agencies/Munis/Supras
U.S. Treasuries
Subtotal: Pooled Investments

S s 0 0.00% 00
589,694,000 588,814,738 6.43 26

0 0 0.00 0
217.310.000
432.775.000 
950,000,000

$2,189,779,000

216,502,278
432,346,515
945,061,700

2132.37
414.72

10.33 255
*2,182,725,231 23.85% 147

$2,436,708,887Total Short Term Core Portfolio $2,443,762,656 26.63% 131

Money Market Funds 
Commercial Paper 
Negotiable Certificates of Deposit 
Corporate Notes 
Asset-Hacked Securities 
U.S. Agencies/Munis/Supras 
U.S. Treasuries

Total Long-Term Reserve Portfolio

$ 0 $ 0 0.00% 0
0 0 0.00 0
0 0 0.00 0

1,274,795,000
115.337.000
609.830.000 

4,855,000,000

1,253,305,839
113,964,878
596,713,752

4,749,607,300

13.70 968
1,1841.25

6.52 879
51.91 1,034

$6,713,591,769$6,854,962,000 73.37% 1,011

$9,298,724,656 $9,150,300,657Total Cash and Pooled Investments 100.00% 776

Short-Teim Core Portfolio Long-Term Reserve Portfolio Consolidated
Average Weighted Maturity 
Effective Yield

131 Days 
1.69%

2.8 Years 2.1 Years 
1.83%1.88%

w Collected balance for Wells Fargo Active Accounts.
Certificate of Deposit Account Registry Service, which provides capital to community banks that lend and provide services in economically 
distressed areas. Deposits are insured through FD1C._____________________________________________________________________

«)

Source: City of Los Angeles, City Treasurer.

The City’s treasury operations are managed in compliance with the California Government 
Code and according to the City’s Statement of Investment Policy (the “Investment Policy”), which
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sets forth liquidity parameters, maximum maturities and permitted investment vehicles, which 
include U.S. Treasuries, U.S. Government Agencies and Corporate Notes.

Additionally, daily investment activity is reviewed independently by an outside investment 
advisor to ensure that all security transactions are in accordance with all policies as delineated 
above.

The Treasurer does not invest in structured or range notes, securities that could result in 
zero interest accrual if held to maturity, variable rate, floating rate or inverse floating rate 
investments, or mortgage-derived interest or principal-only strips, among other instruments 
prohibited by State law and the City’s Investment Policy.

The Investment Policy permits the Treasurer to engage custodial banks to enter into short
term arrangements to loan securities to various brokers. Cash and/or securities (United States 
Treasuries and Federal Agencies) collateralize these lending arrangements, the total value of which 
is at least 102% of the market value of securities loaned out. The securities lending program is 
limited to a maximum of 20% of the market value of the Treasurer’s pool by the City’s Investment 
Policy and the California Government Code.
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APPENDIX C

SUMMARY OF CERTAIN PROVISIONS OF THE RESOLUTIONS
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APPENDIX D

GLOSSARY OF SYSTEM TERMS

The following are definitions of certain terms used in the Official Statement with respect to the 
Wastewater System.

Agencies” means the agencies, including the Cities of Beverly Hills, Burbank, Culver City, El 
Segundo, Glendale, La Cafiada Flintridge, Long Beach, San Fernando and Santa Monica, the Crescenta 
Valley Water District, the Las Virgenes Municipal Water District, several Los Angeles County Sanitation 
Districts, the community of Marina Del Rey and Universal City, to which the City currently provides 
wastewater conveyance, treatment and disposal services on a wholesale basis pursuant to Universal Terms 
Contracts.

u

Authorizations” means, collectively, the City Charter of the City of Los Angeles, and the authority 
of elections held in the City in 1987, 1988 and 1992, under which the voters of the City authorized the 
issuance of wastewater system revenue bonds and notes in an aggregate principal amount of 
$3,500,000,000.

ct

AVORS” means Additional Valley Outfall Relief Sewer.
U BMPs” means best management practices.

BOD” means biochemical oxygen demand whose strengths are measured as part of the QSF.cc

CARB” means the California Air Resources Board.

CEQA” means California Environmental Quality Act.cc

uCIP” means the Wastewater System Capital Improvement Program.

CIS” means the Coastal Interceptor Sewer.cc

Clean Water Act” means the Federal Water Pollution Control Act as amended.tc

COS” means the Central Outfall Sewer.cc

CSSA” means Collection System Settlement Agreement.a

DCTWRP” means the Donald C. Tillman Water Reclamation Plant.cc

Entities” means, collectively, the 29 sanitation districts, cities, governmental entities and private 
businesses adjoining the City, which are provided wastewater conveyance, treatment and disposal services 
by the System.

CC

Cc EPA” means the United States Environmental Protection Agency.

EVIS” means the East Valley Interceptor Sewer.cc

FEMA” means the Federal Emergency Management Agency.
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FOG Control Program” means the Fats, Oils and Grease Control Program, a commercial and 
industrial grease control ordinance implemented by the City.

a

FSEs” means food service establishments.

HTP” means the Hyperion Treatment Plant.a

IRP” means the City’s Integrated Resources Plan for the System,

IU” means Industrial User.ii

LAGWRP” means the Los Angeles - Glendale Water Reclamation Plant.

LARWQCB” means the Los Angeles Regional Water Quality Control Board.

'mgd” means million gallons per day.

NCOS” means the North Central Outfall Sewer.it

NDN” means Nitrification-Denitrification.it

NORS” means the North Outfall Replacement Sewer.it

NOS” means the North Outfall Sewer.it

NPDES” means the National Pollutant Discharge Elimination System.a

OM&R” means the operation and maintenance costs, including renewal and replacement, of the
System.

POTWs” means publicly owned treatment works.U

PRC” means Program Review Committee consisting of the Director, Assistant Directors, and 
Financial Manager of the Bureau of Sanitation, which annually evaluates the CIP and meets monthly to 
consider any changes affecting the scope, cost, schedule, and overall implementation of the program.

(14

QSF” means the Quality Surcharge Fee assessed on users of the wastewater system whose 
wastewater discharge strength, as measured by SS and BOD, is higher than 265 milligrams per liter of BOD 
and/or 275 milligrams per liter of SS (domestic strength).

i.

SCAP” means the Southern California Alliance of Publicly Owned Treatment Works, which 
consists of the Los Angeles and Orange County Sanitation Districts, the City, and many smaller cities and 
other jurisdictions, which meet periodically to coordinate efforts to develop a unified strategy and to address 
air quality issues related to POTWs.

SCAQMD” means the South Coast Air Management District.

SCM Fund” means the City’s Sewer Construction and Maintenance Fund.a

SDC” means Sewage Disposal Contracts.it
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SFC” means the Sewerage Facilities Charge, which is designed to recover the cost of the System 
capacity required by new sewer connections and increases in capacity required by current System users.

u.

SIU” means Significant Industrial User.£4

aSRF” means the Clean Water State Revolving Fund.

SS” means suspended solids whose strengths are measured as part of the QSF.a

SSC” means the Sewer Service Charge imposed by the City in connection with wastewater 
discharged into the System.

a

SSRP” means the City’s Secondary Sewer Renewal Program.(6

SWRCB” means the California State Water Resources Control Board.CC

TIWRP” means the Terminal Island treatment Plant.(4

TMDLs” means total maximum daily loads, whose processes are developed by the LARWQCB 
and regulated by the Clean Water Act.

WSC” means Wastewater Service Contracts,a
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APPENDIX E

CITY OF LOS ANGELES SEWER CONSTRUCTION AND MAINTENANCE FUND 
FINANCIAL STATEMENTS AND REQUIRED SUPPLEMENTARY INFORMATION FOR THE 

FISCAL YEARS ENDED JUNE 30,2017 AND 2016 (WITH INDEPENDENT AUDITOR’S 
REPORT THEREON) AND DEBT SERVICE COMPLIANCE REPORT FOR THE FISCAL 
YEAR ENDED JUNE 30,2017 (WITH INDEPENDENT AUDITOR’S REPORT THEREON)
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APPENDIX F

FORM OF OPINION OF BOND COUNSEL

[Closing Date]

City of Los Angeles 
Los Angeles, California

Ladies and Gentlemen:

[To be provided by Bond Counsel]
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APPENDIX G

BOOK-ENTRY ONLY SYSTEM

The information in this Appendix G concerning The Depository Trust Company (“DTC”), New 
York, New York, and DTC’s Book-Entry system has been obtained from DTC and the City takes no 
responsibility for the completeness or accuracy thereof. The City cannot and does not give any assurances 
that DTC. DTC Participants or Indirect Participants will distribute to the Beneficial Owners (a) payments 
of interest, principal or premium, if any, with respect to the Series 2018-C Subordinate Bonds, (b) 
certificates representing ownership interest in or other confirmation or ownership interest in the Series 
2018-C Subordinate Bonds, or (c) redemption or other notices sent to DTC or Cede & Co., its nominee, as 
the registered owner of the Series 2018-C Subordinate Bonds, or that they will do so on a timely basis, or 
that DTC, DTC Participants or DTC Indirect Participants will act in the manner described in this Official 
Statement. The City, the Paying Agent and the Underwriters are not responsible or liable for the failure of 
DTC or any DTC Participant to make any payment or give any notice to a Beneficial Owner with respect 
to the Series 2018-C Subordinate Bonds or an error or delay relating thereto. The current “Rules” applicable 
to DTC are on file with the Securities and Exchange Commission and the current “Procedures” of DTC to 
be followed in dealing with DTC Participants are on file with DTC.

The Depository Trust Company, New York, NY, will act as securities depository for the 
Series 2018-C Subordinate Bonds. The Series 2018-C Subordinate Bonds will be issued as fully-registered 
securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may 
be requested by an authorized representative of DTC. One fully-registered certificate will be issued for each 
maturity of each Series of the Series 2018-C Subordinate Bonds, each in the aggregate principal amount of 
such maturity of such issue, and will be deposited with DTC.

1.

DTC is a limited-purpose trust company organized under the New York Banking Law, a 
“banking organization” within the meaning of the New York Banking Law, a member of the Federal 
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code, 
and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange 
Act of 1934. DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity 
issues, corporate and municipal debt issues, and money market instruments (from over 100 countries) that 
DTC’s participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade settlement 
among Direct Participants of sales and other securities transactions in deposited securities, through 
electronic computerized book-entry transfers and pledges between Direct Participants’ accounts. This 
eliminates the need for physical movement of securities certificates. Direct Participants include both U.S. 
and non-U. S. securities brokers and dealers, banks, trust companies, clearing corporations, and certain other 
organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation 
(“DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed 
Income Clearing Corporation, all of which are registered clearing agencies, DTCC is owned by the users 
of its regulated subsidiaries. Access to the DTC system is also available to others such as both U.S. and 
non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear through 
or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect 
Participants”). DTC has a Standard & Poor’s rating of rating of AA+. The DTC Rules applicable to its 
Participants are on file with the Securities and Exchange Commission. More information about DTC can 
be found at www.dtcc.com. Information on the website is not incorporated herein.

2.

Purchases of Series 2018-C Subordinate Bonds under the DTC system must be made by or 
through Direct Participants, which will receive a credit for the Series 2018-C Subordinate Bonds on DTC’s 
records. The ownership interest of each actual purchaser of each Security (“Beneficial Owner”) is in turn 
to be recorded on the Direct and Indirect Participants’ records. Beneficial Owners will not receive written

3.
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confirmation from DTC of their purchase. Beneficial Owners are, however, expected to receive written 
confirmations providing details of the transaction, as well as periodic statements of their holdings, from the 
Direct or Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of 
ownership interests in the Series 2018-C Subordinate Bonds are to be accomplished by entries made on the 
books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not 
receive certificates representing their ownership interests in Series 2018-C Subordinate Bonds, except in 
the event that use of the book-entry system for the Series 2018-C Subordinate Bonds is discontinued.

To facilitate subsequent transfers, all Series 2018-C Subordinate Bonds deposited by Direct 
Participants with DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other 
name as may be requested by an authorized representative of DTC. The deposit of Series 2018-C 
Subordinate Bonds with DTC and their registration in the name of Cede & Co. or such other DTC nominee 
do not effect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners 
of the Series 2018-C Subordinate Bonds; DTC’s records reflect only the identity of the Direct Participants 
to whose accounts such Series 2018-C Subordinate Bonds are credited, which may or may not be the 
Beneficial Owners. The Direct and Indirect Participants will remain responsible for keeping account of 
their holdings on behalf of their customers.

4.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory requirements 
as may be in effect from time to time. Beneficial Owners of Series 2018-C Subordinate Bonds may wish to 
take certain steps to augment the transmission to them of notices of significant events with respect to the 
Series 2018-C Subordinate Bonds, such as redemptions, tenders, defaults, and proposed amendments to the 
Security documents. For example, Beneficial Owners of Series 2018-C Subordinate Bonds may wish to 
ascertain that the nominee holding the Series 2018-C Subordinate Bonds for their benefit has agreed to 
obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may wish to provide 
their names and addresses to the registrar and request that copies of notices be provided directly to them.

5.

Redemption notices shall be sent to DTC. If less than all of the Series 2018-C Subordinate 
Bonds within an issue are being redeemed, DTC’s practice is to determine by lot the amount of the interest 
of each Direct Participant in such issue to be redeemed.

6.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with 
respect to Series 2018-C Subordinate Bonds unless authorized by a Direct Participant in accordance with 
DTC’s MMI Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to the City as soon as 
possible after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to 
those Direct Participants to whose accounts Series 2018-C Subordinate Bonds are credited on the record 
date (identified in a listing attached to the Omnibus Proxy).

7.

Interest on, principal and redemption price of, and other payments on the Series 2018-C 
Subordinate Bonds will be made to Cede & Co., or such other nominee as may be requested by an 
authorized representative of DTC. DTC’s practice is to credit Direct Participants’ accounts upon DTC’s 
receipt of funds and corresponding detail information from the City, on payable date in accordance with 
their respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be 
governed by standing instructions and customary practices, as is the case with securities held for the 
accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such 
Participant and not of DTC, the City or its agent, subject to any statutory or regulatory requirements as may 
be in effect from time to time. Payment of redemption proceeds, distributions, and other payments to Cede 
& Co. (or such other nominee as may be requested by an authorized representative of DTC) is the 
responsibility of the City, disbursement of such payments to Direct Participants will be the responsibility

8.
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of DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct 
and Indirect Participants.

If applicable, a Beneficial Owner shall give notice to elect to have its Series 2018-C 
Subordinate Bonds purchased or tendered, through its Participant, to the City’s designated agent, and shall 
effect delivery of such Series 2018-C Subordinate Bonds by causing the Direct Participant to transfer the 
Participant’s interest in the Series 2018-C Subordinate Bonds, on DTC’s records, to the City’s designated 
agent. The requirement for physical delivery of Series 2018-C Subordinate Bonds in connection with an 
optional tender or a mandatory purchase will be deemed satisfied when the ownership rights in the Series 
2018-C Subordinate Bonds are transferred by Direct Participants on DTC’s records and followed by a book- 
entry credit of tendered Series 2018-C Subordinate Bonds to the DTC account of the City’s designated 
agent.

9.

DTC may discontinue providing its services as depository with respect to the Series 2018- 
C Subordinate Bonds at any time by giving reasonable notice to the City. Under such circumstances, in the 
event that a successor depository is not obtained, Security certificates are required to be printed and 
delivered.

10.

The City may decide to discontinue use of the system of book-entry-only transfers through 
DTC (or a successor securities depository). In that event, certificates will be printed and delivered to DTC 
and the requirements of the Trust Agreement with respect to certificated Series 2018-C Subordinate Bonds 
will apply.

11.

The information in this section concerning DTC and DTC’s book-entry system has been 
obtained from sources that the City believes to be reliable, but the City takes no responsibility for the 
accuracy thereof.

12.

NEITHER THE CITY NOR THE PAYING AGENT WILL HAVE ANY RESPONSIBILITY OR 
OBLIGATION TO DTC PARTICIPANTS, INDIRECT PARTICIPANTS OR BENEFICIAL OWNERS 
WITH RESPECT TO THE PAYMENTS OR THE PROVIDING OF NOTICE TO DTC PARTICIPANTS, 
INDIRECT PARTICIPANTS OR BENEFICIAL OWNERS OR THE SELECTION OF SERIES 2018-C 
SUBORDINATE BONDS FOR REDEMPTION.
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APPENDIX H

FORM OF CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate (the “Disclosure Certificate”) is executed and delivered by 
the City of Los Angeles (the “City”) in connection with the issuance by the City of its $
Los Angeles Wastewater System Subordinate Revenue Bonds, Variable Rate Refunding Series 2018 C-l 
(the “Series 2018 C-l Subordinate Bonds”) and $
Subordinate Revenue Bonds, Variable Rate Refunding Series 2018 C-2 (the “Series 2018 C-2 Subordinate 
Bonds,” and together with the Series 2018 C-l Bonds, the “Series 2018-C Subordinate Bonds”) pursuant 
to a Wastewater System Subordinate Revenue Bonds General Resolution, adopted by the City Council on 
March 26, 1991, as amended and supplemented (the “Subordinate General Resolution”), including as 
amended and supplemented by the Twenty-Fifth Supplemental Resolution, adopted by the City Council on 
[October 19, 2018],

City of

City of Los Angeles Wastewater System

The City covenants and agrees as follows:

Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed 
and delivered by the City pursuant to Rule 15c2-12(b)(5) (the “Rule”) adopted by the Securities and 
Exchange Commission, for the benefit of the Bondowners and Beneficial Owners in order to assist the 
Participating Underwriters in complying with the Rule.

Section 1.

Definitions. In addition to the definitions set forth in the Subordinate GeneralSection 2.
Resolution, which shall apply to any capitalized term used in this Disclosure Certificate unless otherwise 
defined in this Section, the following capitalized terms shall have the following meanings:

“Annual Report” shall mean any Annual Report provided by the City pursuant to, and as described 
in, Sections 3 and 4 of this Disclosure Certificate.

“Beneficial Owner” shall mean any person which (a) has the power, directly or indirectly, to vote 
or consent with respect to, or to dispose of ownership of, any Series 2018-C Subordinate Bonds (including 
persons holding Series 2018-C Subordinate Bonds through nominees, depositories or other intermediaries), 
or (b) is treated as the owner of any Series 2018-C Subordinate Bonds for federal income tax purposes.

DAC” shall mean Digital Assurance Certification L.L.C.

“Dissemination Agent” shall mean each of the City Administrative Officer of the City, including 
any interim City Administrative Officer, or any other person authorized to act on the City Administrative 
Officer’s behalf, acting in the capacity of Dissemination Agent, or any successor Dissemination Agent 
designated in writing by the City and which has filed with the City a written acceptance of such designation. 
The initial Dissemination Agent hereunder shall be DAC.

Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure Certificate.

“MSRB” means the Municipal Securities Rulemaking Board established pursuant to Section 
15B(b)(l) of the Securities Exchange Act of 1934, as amended, or any other entity designated or authorized 
by the Securities and Exchange Commission to receive reports pursuant to the Rule. Until otherwise 
designated by the MSRB or the Securities and Exchange Commission, filings with the MSRB are to be 
made through the Electronic Municipal Market Access (“EMMA”) website of the MSRB, currently located 
at http://emmamsrb.org.
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“Official Statement” shall mean the Official Statement dated 
connection with the sale of the Series 2018-C Subordinate Bonds.

,2018, issued by the City in

“Participating Underwriter” shall mean any of the original underwriters of the Series 2018-C 
Subordinate Bonds required to comply with the Rule in connection with offering of the Series 2018-C 
Subordinate Bonds.

“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission under 
the Securities Exchange Act of 1934, as the same may be amended from time to time.

“Series 2018-C Subordinate Bonds” shall mean, the City of Los Angeles Wastewater System 
Subordinate Revenue Bonds, Series 2018.

Section 3. Provision of Annual Reports.

The City shall cause the Dissemination Agent to provide not later than June 30 of each 
fiscal year, commencing on June 30, 2019 for the report for the 2017-18 fiscal year, or if the fiscal year- 
end changes from June 30, not later than 365 days after the end of the City’s fiscal year, to the MSRB an 
Annual Report which is consistent with the requirements of Section 4 of this Disclosure Certificate. If the 
Dissemination Agent is other than the City or the City Administrative Officer, not later than fifteen (15) 
days prior to said date, the City shall provide the Annual Report to the Dissemination Agent (if other than 
the City). The Annual Report may be submitted as a single document or as separate documents comprising 
a package, and may cross-reference other information as provided in Section 4 of this Disclosure 
Certificate; provided that the audited financial statements of the Fund (defined below) may be submitted 
separately from the balance of the Annual Report and not later than the date required above for the filing 
of the Annual Report if they are not available by that date. If the City’s fiscal year changes (the “new fiscal 
year”), the City shall give notice of such change in the same manner as for a Listed Event under 
Section 5(d), and the annual date by which the City must provide its annual report shall change to the last 
day of the fiscal year immediately following the new fiscal year for which such Annual Report is given.

(a)

If the City is unable to provide to the Dissemination Agent an Annual Report by the date 
required in subsection (a), the Dissemination Agent shall send a notice to the MSRB in substantially the 
form prescribed thereby.

(b)

The Dissemination Agent shall, if the Dissemination Agent is other than the City, file a 
report with the City certifying that the Annual Report has been provided to the MSRB pursuant to this 
Disclosure Certificate, and stating the date it was provided.

(c)

Content of Annual Reports. The City’s Annual Report shall contain or incorporate by4.
reference the following:

The audited financial statements of the City of Los Angeles Sewer Construction and 
Maintenance Fund (the “Fund”) for the prior fiscal year prepared in accordance with significant accounting 
policies of the City with respect to the Fund. If such audited financial statements are not available by the 
time the Annual Report is required to be filed pursuant to Section 3(a), the Annual Report shall contain 
unaudited financial statements in a format similaj to the financial statements contained in the Official 
Statement, and the audited financial statements shall be filed in the same manner as the Annual Report 
when they become available.

(a)
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(b) An update to the following tables and other information set forth in the Official Statement:
ccEXISTING WASTEWATER TREATMENT FACILITIES” table.

WASTEWATER SYSTEM CAPITAL IMPROVEMENT PROGRAM 
EXPENDITURES” table.

cc

ccSEWER SERVICE CHARGE BILLED TO TEN LARGEST CUSTOMERS
table.

cc SEWER CONSTRUCTION AND MAINTENANCE FUND RATES AND
CHARGES” table.

WASTEWATER SYSTEM SERVICE POINTS AND BILLABLE 
WASTEWATER VOLUME” table.

cc

: SSC REVENUE BUDGET, BILLINGS, AND REMITTANCE” table.
ccBUREAU OF SANITATION AUTHORIZED POSITIONS” table.

SEWER CONSTRUCTION AND MAINTENANCE FUND RETIREMENT 
AND OPEB CONTRIBUTIONS” table.

a

SEWER CONSTRUCTION AND MAINTENANCE FUND SUMMARY OF 
OPERATIONS AND DEBT SERVICE COVERAGE CASH BASIS (UNAUDITED) 
table.

cc

u SEWER CONSTRUCTION AND MAINTENANCE FUND CASH 
BALANCES IN ALL FUNDS (UNAUDITED)” table.

CITY OF LOS ANGELES OUTSTANDING WASTEWATER SYSTEM 
REVENUE BONDS AND COMMERCIAL PAPER REVENUE NOTES” table.

cc

An update to the following Sections in Appendix A to the Official Statement: “BUDGET 
AND FINANCIAL OPERATIONS,
LITIGATION.”]

(c)
35 [“BONDED AND OTHER INDEBTEDNESS andy.

£(

The City need not update any particular table or chart so long as (i) the City provides updated 
information generally of the type previously included in such table or chart, or (ii) such table or chart 
constitutes information not deemed to be operating data under the Rule.

Any or all of the items listed above may be incorporated by reference from other documents, 
including official statements of debt issues of the City or related public entities, which have been submitted 
to the MSRB or the Securities and Exchange Commission. If the document incorporated by reference is a 
final official statement, it must be available from the MSRB. The City shall clearly identify each such other 
document so incorporated by reference.

Section 5. Reporting of Significant Events.

Pursuant to the provisions of this Section 5, the City shall give, or cause to be given, notice 
of the occurrence of any of the following events with respect to the Series 2018-C Subordinate Bonds:

(a)
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(i) principal and interest payment delinquencies;

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

(iii) unscheduled draws on debt service reserves reflecting financial difficulties of the
City;

(iv) unscheduled draws on any credit enhancements reflecting financial difficulties of
the City;

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

adverse tax opinions, the issuance by the Internal Revenue Service of proposed or 
final determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other 
material notices of determinations with respect to the tax status of the Series 2018-C Subordinate 
Bonds, or other material events affecting the tax status of the Series 2018-C Subordinate Bonds;

(vi)

(vii) modifications to the rights of Owners of the Series 2018-C Subordinate Bonds, if
material;

(viii) bond calls other than scheduled sinking fund redemptions, if material, and tender
offers;

(ix) defeasances;

release, substitution, or sale of property, if any, securing repayment of the Series 
2018-C Subordinate Bonds, if material;

(x)

(xi) rating changes;

(xii) bankruptcy, insolvency, receivership or similar event of the City; provided that for 
the purposes of the event identified in this clause (xii), the event is considered to occur when any 
of the following occur: the appointment of a receiver, fiscal agent or similar officer for the City in 
a proceeding under the U.S. Bankruptcy Code or in any other proceeding under state or federal law 
in which a court or government authority has assumed jurisdiction over substantially all of the 
assets or business of the City, 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 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 City;

(xiii) the consummation of a merger, consolidation, or acquisition involving the City or 
the sale of all or substantially all of the assets of the City, other than in the 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

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

If the Dissemination Agent is other than the City, the Dissemination Agent shall, as soon 
as reasonably practicable after obtaining actual knowledge of the occurrence of any of the Listed Events

(b)
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contact the City and request that the City promptly notify the Dissemination Agent in writing whether or 
not to report the event pursuant to Subsections (a) and promptly direct the Dissemination Agent whether or 
not to report such event to the owners of the Bonds. In the absence of such direction, the Dissemination 
Agent shall not report such event unless required to be reported by the Dissemination Agent to the owners 
of the Bonds under the Indenture. The Dissemination Agent may conclusively rely upon such direction or 
lack thereof. For purposes of this Disclosure Certificate, actual knowledge of the occurrence of such Listed 
Events shall mean actual knowledge by the Dissemination Agent. The Dissemination Agent shall have no 
responsibility to determine the materiality of any of the Listed Events. Notwithstanding the foregoing, 
notice of any Listed Event shall be filed with the Repository through its EMMA system, in an electronic 
format as prescribed by the Repository, in a timely manner but not in excess of 10 business days after the 
occurrence of such Listed Event.

Whenever the City obtains knowledge of the occurrence of a Listed Event, but, in the case 
of a Listed Event described in Subsection (ii), (vii), (viii) (but only with respect to bond calls), (x), (xiii) 
and (xiv) of Section 5(a), only in the event the City determines that knowledge of occurrence of a Listed 
Event would be material under applicable federal securities laws, the City shall file or cause to be filed a 
notice of such occurrence with the Repository through its EMMA system, in an electronic format as 
prescribed by the Repository, in a timely manner but not in excess of 10 business days after the occurrence 
of such Listed Event.

(c)

Termination of Reporting Obligation. The City’s obligations under this DisclosureSection 6.
Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all of the Series 
2018-C Subordinate Bonds. If such termination occurs prior to the final maturity of the Series 2018-C 
Subordinate Bonds, the City shall give notice of such termination in the same manner as for a Listed Event 
under Section 5(d) hereof.

Dissemination Agent. The City may, from time to time, appoint or engage a 
Dissemination Agent other than the original Dissemination Agent to assist it in carrying out its obligations 
under this Disclosure Certificate, and may discharge any such Dissemination Agent, with or without 
appointing a successor Dissemination Agent. The Dissemination Agent shall not be responsible in any 
manner for the content of any notice or report prepared by the City pursuant to this Disclosure Agreement.

Section 7.

Amendment: Waiver. Notwithstanding any other provision of this DisclosureSection 8.
Certificate, the City may amend this Disclosure Certificate, and any provision of this Disclosure Certificate 
may be waived, provided that the following conditions are satisfied:

If the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5(a), it 
may only be made in connection with a change in circumstances that arise from a change in legal 
requirements, change in law, or change in identity, nature or status of an obligated person with 
respect to the Series 2018-C Subordinate Bonds, or the type of business conducted;

The undertaking, as amended or taking into account such waiver, would, in the 
opinion of nationally recognized bond counsel, have complied with the requirements of the Rule at 
the time of the original issuance of the bond, after taking into account any amendments or 
interpretations of the Rule, as well as any change in circumstances; and

(a)

(b)

The amendment or waiver either (i) is approved by the Holders of the Series 2018- 
C Subordinate Bonds in the same manner as provided in the General Resolution for amendments 
to the General Resolution with the consent of Bondowners, or (ii) does not, in the opinion of 
nationally recognized bond counsel, materially impair the interests of the Bondowners or Beneficial 
Owners of the Series 2018-C Subordinate Bonds.

(<0

H-5
4844-7026-3)53,4



In the event of any amendment or waiver of a provision of this Disclosure Certificate, the City shall 
describe such amendment in the next Annual Report, and shall include, as applicable, a narrative 
explanation of the reason for the amendment or waiver and its impact on the type (or in the case of a change 
of accounting principles, on the principles or the presentation) of financial information or operating data 
being presented by the City. In addition, if the amendment relates to a change in the accounting principles 
to be followed in preparing financial statements, (i) notice of such change shall be given in the same manner 
as for a Listed Event under Section 5(d), and (ii) the Annual Report for the year in which the change is 
made should present a comparison (in narrative form and also, if feasible, in quantitative form) between the 
financial statements as prepared on the basis of the new accounting principles and those prepared on the 
basis of the former accounting principles.

Section 9, Additional Information. Nothing in this Disclosure Certificate shall be deemed to 
prevent the City from disseminating any other information, using the means of dissemination set forth in 
this Disclosure Certificate or any other means of communication, or including any other information in any 
Annual Report or notice or occurrence of a Listed Event, in addition to that which is required by this 
Disclosure Certificate. If the City chooses to include any information in any Annual Report or notice of 
occurrence of a Listed Event in addition to that which is specifically required by this Disclosure Certificate, 
the City shall have no obligation under this Disclosure Certificate to update such information or include it 
in any future Annual Report or notice of occurrence of a Listed Event.

Default. In the event of a failure by the City to comply with any provision of this 
Disclosure Certificate any Bondowners or Beneficial Owners of Series 2018-C Subordinate Bonds may 
take such actions as may be necessary and appropriate, including seeking mandate or specific performance 
by court order, to cause the City to comply with its obligations under this Disclosure Certificate, A default 
under this Disclosure Certificate shall not be deemed an Event of Default under the General Resolution, 
and the sole remedy under this Disclosure Certificate in the event of any failure of the City to comply with 
this Disclosure Certificate shall be an action to compel performance.

Section 10.

Duties. Immunities and Liabilities of Dissemination Agent. The DisseminationSection 11.
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and the City 
agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and agents, 
harmless against any loss, expense and liabilities which it may incur arising out of or in the exercise or 
performance of its powers and duties hereunder, including the costs and expenses (including attorneys’ 
fees) of defending against any claim of liability, but excluding liabilities due to the Dissemination Agent’s 
negligence or willful misconduct. The obligations of the City under this Section shall survive resignation 
or removal of the Dissemination Agent and payment of the Series 2018-C Subordinate Bonds.

Section 12,
City, the Dissemination Agent, the Participating Underwriters, Bondowners and Beneficial Owners from 
time of the Series 2018-C Subordinate Bonds, and shall create no rights in any other person or entity.

Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the
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Governing Law. The laws of the State of California shall govern this Disclosure 
Certificate, the interpretation hereof and any right or liability arising hereunder, without regard to principles 
of conflict of law.

Section 13.

Date: .,2018

CITY OF LOS ANGELES

By:
Assistant City Administrative Officer
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$
CITY OF LOS ANGELES 

Wastewater System Subordinate 
Revenue Bonds Variable Rate Refunding 

Series 2018- [C-l - C-2]

CONTRACT OF PURCHASE

,2018

City of Los Angeles
Office of the City Administrative Officer 
200 North Main Street 
Room 1500, City Hall East 
Los Angeles, California 90012

Ladies and Gentlemen:

The undersigned on behalf of itself and as representative of the underwriters named on the 
signature page hereto (hereinafter called the “Underwriters”) offers to enter into the following 
agreement with the City of Los Angeles (the “City”), which, upon acceptance of this offer by the 
City, will be binding upon the City and the Underwriters. This offer is made subject to the written 
acceptance hereof by the City on or before 11:59 p.m., Los Angeles Time, on the date hereof and, if 
not so accepted, will be subject to withdrawal by the Underwriters upon written or oral notice given 
to the City at any time prior to the acceptance hereof by the City. Capitalized terms used but not 
defined herein shall have the meanings ascribed thereto in the Official Statement (defined herein)

Purchase and Sale.1.

Upon the terms and conditions and upon the basis of the representations and 
agreements set forth herein, the Underwriters, jointly and severally, hereby agree to purchase, and the

City of Los Angeles Wastewater 
System Subordinate Revenue Bonds Variable Rate Refunding Series 2018-[C-1 - C-2] (the “Series 
2018-[C-l - C-2] Bonds”).

(a)

City hereby agrees to sell all (but not less than all) of $

The Series 2018-[C-1 - C-2] Bonds shall be dated the date of delivery thereof and shall be 
payable in the years and the amount, bear interest at the rates and on the dates, and be subject to 
redemption prior to their stated maturities, all as set forth in Schedule I hereto.

The purchase price for the Series 2018-[C-l - C-2] Bonds shall be $ which
is equal to the aggregate principal amount of the Series 2018-[C-l - C-2] Bonds, plus original issue 
premium of $ , less the Underwriters’ discount of $

Prior to the execution of this Contract of Purchase, the Underwriters have delivered 
(the “Security Deposit”) in the form of a wire transfer to US. Bank 

National Association, as good faith deposit custodian (the “Custodian”), who will hold such funds for 
the account of the City pursuant to a Good Faith Deposit Agreement between the City and the 
Custodian, as a security deposit for the performance by the Underwriters of their obligation to accept 
and pay for the Series 2018-[C-1 - C-2] Bonds at the Closing as provided in Section 8 herein. Upon 
the acceptance of this offer by the City, the Security Deposit and the proceeds thereof may be 
invested by the Custodian as directed by the City with the consent of the Underwriters, such consent 
not to be unreasonably withheld. The Security Deposit shall be applied against the purchase price
135505859v6

(b)
the amount of $



payable by the Underwriters at Closing. If the City fails to deliver the Series 2018-[C-1 - C-2] Bonds 
at the Closing, or if the City shall be unable to satisfy the conditions to the obligations of the 
Underwriters contained herein (unless waived by the Underwriters), or if the obligations of the 
Underwriters shall be terminated for any reason permitted by this Contract of Purchase, then the 
original amount of the Security Deposit ($
Custodian to the Underwriters. If the Underwriters fail (other than for a reason permitted hereunder) 
to accept and pay for the Series 2018-[C-l - C-2] Bonds upon tender thereof by the City at the 
Closing as herein provided, the Security Deposit (including any interest earning thereon) shall be 
retained by the Custodian for the account of the City as and for full liquidated damages for such 
failure on the part of the Underwriters and such retention by the Custodian for the account of the City 
shall constitute a full release and discharge of all claims and rights by the City against the 
Underwriters arising out of the transactions contemplated hereby. The parties hereto expressly agree 
and acknowledge that the City’s actual damages in the event of a failure by the Underwriters (other 
than for a reason permitted hereunder) to accept and pay for the Series 2018-[C-1 - C-2] Bonds upon 
tender thereof by the City at the Closing would be extremely difficult or impracticable to ascertain 
and that the amount of the Security Deposit represents the parties’ reasonable estimate of such 
damages. In any and all actions brought to enforce the Underwriters’ obligations under this Contract 
of Purchase, it shall be conclusively presumed that the above-described liquidated damages shall be 
the sole remedy of the City.

J shall be immediately returned by the

The City has delivered or caused to be delivered to the Underwriters the City’s
preliminary official statement dated October__, 2018 relating to the Series 2018-[C-1 - C-2] Bonds
(said preliminary official statement, together with the cover page and any and all appendices thereto, 
being herein referred to as the “Preliminary Official Statement”). The City confirms that the 
Preliminary Official Statement was “deemed final” as of the date thereof, for purposes of Securities 
and Exchange Commission Rule 15c2-l2, as amended (“Rule 15c2-12”), except for certain 
information permitted to be omitted by said Rule. The Series 2018-[C-1 - C-2] Bonds are being 
offered pursuant to the City’s final official statement relating to the Series 2018-[C-1 - C-2] Bonds, 

,2018 (said final official statement, together with the cover page and any and all 
appendices thereto and including any amendments or supplements thereto prior to the Closing (as 
defined herein), being herein referred to as the “Official Statement”). The Official Statement shall be 
in substantially the same form as the Preliminary Official Statement and, other than information 
previously permitted to have been omitted by Rule 15c2-12, the City shall only make such other 
additions, deletions and revisions in the Official Statement which are approved by the 
Representative. Capitalized terms used herein which are not otherwise defined herein shall have the 
respective meanings given such terms in the Official Statement.

(c)

dated

The City acknowledges and agrees that (i) the primary role of the Underwriters, as 
underwriters, is to purchase the Series 2018-[C-l - C-2] Bonds, for re-sale to investors pursuant to 
this Contract of Purchase in an arm’s-length commercial transaction between the City and the 
Underwriters and the Underwriters have financial and other interests that differ from those of the 
City, (ii) in connection therewith and with the discussions, undertakings and procedures leading up to 
the consummation of such transaction, the Underwriters are and have been acting solely as principals 
and are not acting as the agent, financial advisor, municipal advisor or fiduciary of the City, (iii) the 
Underwriters have not assumed an advisory or fiduciary responsibility in favor of the City with 
respect to the offering contemplated hereby or the discussions, undertakings and procedures leading 
thereto (irrespective of whether the Underwriters have provided other services or are currently 
providing other services to the City on other matters) and the Underwriters have no obligation to the 
City with respect to the offering contemplated hereby except the obligations expressly set forth in 
this Contract of Purchase and (iv) the City has consulted its own legal, financial and other advisors to 
the extent it has deemed appropriate.

(d)
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The Series 2018-fC-l - C-21 Bonds. The Series 2018-[C-1 - C-2] Bonds are being 
issued by the City of Los Angeles (the “City”) pursuant to the Charter of the City of Los Angeles (the 
“City Charter”), Article 6.7 of Chapter 1 of Division 11 of the Administrative Code of the City (the 
“Procedural Ordinance”), and Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 
(Section 53570 et seq. and Section 53580 et seq., respectively) of the California Government Code 
(as amended, the “Refunding Law”). The Series 2018-[C-1 - C-2] Bonds are also issued pursuant to 
the Wastewater System Subordinate Revenue Bonds General Resolution, adopted by the Council of 
the City (the “City Council”) on March 26, 1991, as amended and supplemented (the “Subordinate 
General Resolution”), including as amended and supplemented by the Twenty-Fifth Supplemental
Resolution, adopted by the City Council on [October_, 2018] (the “Twenty-Fifth Supplemental
Resolution”). The Series 2018-[C-1 - C-2] Bonds will have such other terms as are provided in the 
Paying Agent Agreement, dated as of

2.

by and between the City of Los Angeles and U.S. 
Bank National Association, as Paying Agent (the “Paying Agent Agreement”).

The proceeds of the Series 2018-[C-1 - C-2] Bonds will be used to (i) refund a portion of the 
City’s Wastewater System Subordinate Revenue Bonds, Variable Rate Refunding Series 2012-D (the 
“Series 2012-D Subordinate Bonds” and the refunded portion herein referred to as “Refunded 
Bonds”); (ii) pay a portion of the termination payments in connection with the termination of certain 
Swap Agreements relating to the Series 2012-D Subordinate Bonds; and (iii) pay certain costs of 
issuing the Series 2018-[C-1 - C-2] Bonds.

Payment of principal, purchase price and mandatory sinking fund redemption price of and 
interest on the Series 2018-[C-1 - C-2] Bonds is supported by an irrevocable direct-pay letter of 
credit (the “Credit Facility”) to be issued by The Toronto-Dominion Bank, acting through its New 
York Branch (the “Credit Facility Provider”), under a Reimbursement Agreement, dated as of 
[November] 1, 2018, by and between the City and the Credit Facility Provider (the “Reimbursement 
Agreement”).

The Underwriters represent and warrant to the City that they are 
authorized to take any action under this Contract of Purchase required to be taken by them, that

J (the “Representative”) is authorized to execute this Contract or Purchase 
on behalf of the Underwriters, and that this Contract of Purchase is a binding contract of the 
Underwriters enforceable in accordance with its terms.

Authority.3.

[.

Offering; Issue Price.4.

The Underwriters agree to make a bona fide public offering of the Series 2018-[C-1 - 
C-2] Bonds at a price not in excess of the initial offering price or prices or yields not less than the 
yields set forth in the Official Statement, which prices may be changed from time to time by the 
Underwriters after such initial offering.

(a)

The Representative, on behalf of the Underwriters, agrees to assist the City in 
establishing the issue price of the Series 2018-[C-1 - C-2] Bonds and shall execute and deliver to the 
City at Closing an “issue price” or similar certificate, together with the supporting pricing wires or 
equivalent communications, substantially in the form attached hereto as Exhibit D, with such 
modifications as may be appropriate or necessary, in the reasonable judgment of the Representative, 
the City and Bond Counsel, to accurately reflect, as applicable, the sales price or prices or the initial 
offering price or prices to the public of the Series 2018-[C-1 - C-2] Bonds.

(b)

[Except as otherwise set forth in Appendix A attached hereto,] the City will treat the 
first price at which 10% of each maturity of the Series 2018-[C-l - C-2] Bonds (the “10% test”) is 
sold to the public as the issue price of that maturity. At or promptly after the execution of this

(c)
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Purchase Contract, the Representative shall report to the City the price or prices at which the 
Underwriters have sold to the public each maturity of the Series 2018-[C-l - C-2] Bonds. For 
purposes of this Section, if Series 2018-[C-1 - C-2] Bonds mature on the same date but have different 
interest rates, each separate CUSIP number within that maturity will be treated as a separate maturity 
of the Series 2018-[C-1 - C-2] Bonds.

The Representative confirms that the Underwriters have offered the Series 2018-[C-1 
- C-2] Bonds to the public on or before the date of this Purchase Contract at the offering price or 
prices (the “initial offering price”), or at the corresponding yield or yields, set forth in Appendix A 
attached hereto, except as otherwise set forth therein. Appendix A sets forth, as of the date of this 
Purchase Contract, the maturities, if any, of the Series 2018-|C-1 - C-2] Bonds for which the 10% 
test has been satisfied (the “10% Test Maturities”). Appendix A also sets forth, as of the date of this 
Purchase Contract, the maturities, if any, of the Series 2018-[C-1 - C-2] Bonds for which the 10% 
test has not been satisfied (the “Hold-the-Price Maturities”) and for which the City and the 
Representative, on behalf of the Underwriters, agree that the restrictions set forth in the next sentence 
shall apply, which will allow the City to treat the initial offering price to the public of each such 
maturity of the Hold-the-Price Maturities as of the sale date as the issue price of that maturity (the 
“hold-the-offering-price rule”). So long as the hold-the-offering-price rule remains applicable to any 
maturity of the Series 2018-[C-1 - C-2] Bonds, the Underwriters will neither offer nor sell unsold 
Hold-the-Price Maturities to any person at a price that is higher than the initial offering price to the 
public during the period starting on the sale date and ending on the earlier of the following:

(1) the close of the fifth (5th) business day after the sale date; or

(d)

(2) the date on which the Underwriters have sold at least 10% of such Hold-the- 
Price Maturities to the public at a price that is no higher than the initial offering price to the public.

The Representative will advise the City promptly after the close of the 
fifth (5th) business day after the sale date whether it has sold 10% of that Hold-the-Price 
Maturity to the public at a price that is no higher than the initial offering price to the public.

The Representative confirms that:(e)

any agreement among underwriters, any selling group agreement and each third-party 
distribution agreement (to which the Representative is a party) relating to the initial sale of 
the Series 2018-[C-1 - C-2] Bonds to the public, together with the related pricing wires, 
contains or will contain language obligating each underwriter, each dealer who is a member 
of the selling group and each broker-dealer that is a party to such third-party distribution 
agreement, as applicable:

(i)

(A) (i) to report the prices at which it sells to the public the unsold Series 2018-[C-l - 
C-2] Bonds of each maturity allocated to it, whether or not the Closing Date has 
occurred, until either all Series 2018-[C-l - C-2] Bonds of that maturity allocated to it 
have been sold or it is notified by the Representative that the 10% test has been 
satisfied as to the Series 2018-[C-l - C-2] Bonds of that maturity, provided that, the 
reporting obligation after the Closing Date may be at reasonable periodic intervals or 
otherwise upon request of the Representative, and (ii) to comply with the hold-the- 
offering-price rule, if applicable, if and for so long as directed by the Representative 
and as set forth in the related pricing wires, and

(B) to promptly notify the Representative of any sales of Series 2018-[C-l - C-2] 
Bonds that, to its knowledge, are made to a purchaser who is a related party to an
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underwriter participating in the initial sale of the Series 2018-[C-1 - C-2] Bonds to 
the public (each such term being used as defined below),

(C) to acknowledge that, unless otherwise advised by the underwriter, dealer or 
broker-dealer, the Representative shall assume that each order submitted by an 
underwriter, dealer or broker-dealer is a sale to the public.

any agreement among underwriters or selling group agreement relating to the initial 
sale of the Series 2018-[C-1 - C-2] Bonds to the public, together with the related pricing 
wires, contains or will contain language obligating each underwriter or dealer that is a party 
to a third-party distribution agreement to be employed in connection with the initial sale of 
the Series 2018-[C-1 - C-2] Bonds to the public to require each broker-dealer that is a party 
to such third-party distribution agreement to (A) report the prices at which it sells to the 
public the unsold Series 2018-[C-1 - C-2] Bonds of each maturity allocated to it, whether or 
not the Closing Date has occurred, until either all Series 2018-[C-1 - C-2] Bonds of that 
maturity allocated to it have been sold or it is notified by the Representative or such 
underwriter or dealer that the 10% test has been satisfied as to the Series 2018-[C-1 - C-2] 
Bonds of that maturity, provided that, the reporting obligation after the Closing Date may be 
at reasonable periodic intervals or otherwise upon request of the Representative or such 
underwriter or dealer, and (B) comply with the hold-the-offering-price rule, if applicable, if 
and for so long as directed by the Representative or the Underwriter or the dealer and as set 
forth in the related pricing wires.

(ii)

The City acknowledges that, in making the representations set forth in this section, 
the Representative will rely on (i) the agreement of each underwriter to comply with the requirements 
for establishing issue price of the Series 2018-[C-1 - C-2] Bonds, including, but not limited to, its 
agreement to comply with the hold-the-offering-price rule, if applicable to the Series 2018-[C-1 - C- 
2] Bonds, as set forth in an agreement among underwriters and the related pricing wires, (ii) in the 
event a selling group has been created in connection with the initial sale of the Series 2018-[C-1 - C- 
2] Bonds to the public, the agreement of each dealer who is a member of the selling group to comply 
with the requirements for establishing issue price of the Series 2018-[C-1 - C-2] Bonds, including, 
but not limited to, its agreement to comply with the hold-the-offering-price rule, if applicable to the 
Series 2018-[C-1 - C-2] Bonds, as set forth in a selling group agreement and the related pricing 
wires, and (iii) in the event that an Underwriter or dealer who is a member of the selling group is a 
party to a third-party distribution agreement that was employed in connection with the initial sale of 
the Series 2018-[C-1 - C-2] Bonds to the public, the agreement of each broker-dealer that is a party to 
such agreement to comply with the requirements for establishing issue price of the Series 2018-[C-1 - 
C-2] Bonds, including, but not limited to, its agreement to comply with the hold-the-offering-price 
rule, if applicable to the Series 2018-[C-l - C-2] Bonds, as set forth in the third-party distribution 
agreement and the related pricing wires. The City further acknowledges that each Underwriter shall 
be solely liable for its failure to comply with its agreement regarding the requirements for 
establishing issue price of the Series 2018-[C-1 - C-2] Bonds, including, but not limited to, its 
agreement to comply with the hold-the-offering-price rule, if applicable to the Series 2018-[C-1 - C- 
2] Bonds, and that no Underwriter shall be liable for the failure of any other Underwriter, or of any 
dealer who is a member of a selling group, or of any broker-dealer that is a party to a third-party 
distribution agreement, to comply with its corresponding agreement to comply with the requirements 
for establishing issue price of the Series 2018-[C-1 - C-2] Bonds, including, but not limited to, its 
agreement to comply with the hold-the-offering-price rule, if applicable to the Series 2018-[C-1 - C- 
2] Bonds.

(f)
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The Underwriters acknowledge that sales of any Series 2018 to any person that is a 
related party to an underwriter participating in the initial sale of the Series 2018-[C-1 - C-2] Bonds to 
the public (each such term being used as defined below) shall not constitute sales to the public for 
purposes of this section. Further, for purposes of this section:

(0

public” means any person other than an underwriter or a related party,(0
“underwriter” means (A) any person that agrees pursuant to a written contract 
with the City (or with the lead underwriter to form an underwriting syndicate) 
to participate in the initial sale of the Series 2018-[C-l - C-2] Bonds to the 
public and (B) any person that agrees pursuant to a written contract directly or 
indirectly with a person described in clause (A) to participate in the initial 
sale of the Series 2018-[C-l - C-2] Bonds to the public (including a member 
of a selling group or a party to a third-party distribution agreement 
participating in the initial sale of the Series 2018-[C-1 - C-2] Bonds to the 
public),

(ii)

(iii) a purchaser of any of the Series 2018-[C-1 - C-2] Bonds is a “related party” to 
an underwriter if the underwriter and the purchaser are subject, directly or 
indirectly, to (A) more than 50% common ownership of the voting power or 
the total value of the ir stock, if both entities are corporations (including direct 
ownership by one corporation of another), (B) more than 50% common 
ownership of their capital interests or profits interests, if both entities are 
partnerships (including direct ownership by one partnership of another), or 
(C) more than 50% common ownership of the value of the outstanding stock 
of the corporation or the capital interests or profit interests of the partnership, 
as applicable, if one entity is a corporation and the other entity is a 
partnership (including direct ownership of the applicable stock or interests by 
one entity of the other), and

(iv) “sale date” means the date of execution of this Purchase Contract by all 
parties.

Official Statement. Delivery of Other Documents. The City shall deliver to the 
Underwriters, within seven business days of the date hereof and in any event, at least three business 
days prior to the Closing, the Official Statement, in such quantity as the Underwriters may 
reasonably request in order for the Underwriters to comply with the rules of the Municipal Securities 
Rulemaking Board (“MSRB”) and subsection (b)(4) of Rule 15c2-12. The City shall deliver to the 
Underwriters an electronic copy of the Official Statement in a form that permits the Underwriters to 
satisfy their obligations under the rules and regulations of the MSRB and the U.S. Securities and 
Exchange Commission. In order to assist the Underwriters in complying with Rule 15c2-12, the City 
will undertake, pursuant to the Continuing Disclosure Certificate, dated as of the date of Closing (the 
“Continuing Disclosure Certificate”), to provide annual financial information and notices of the 
occurrence of specified events. A description of the Continuing Disclosure Certificate is set forth in, 
and a form of such undertaking is attached as an appendix to, the Preliminary Official Statement and 
the Official Statement.

5.

Use of Documents.6.

The City authorizes the use by the Underwriters of the Subordinate General 
Resolution, the Paying Agent Agreement, the Official Statement (including any supplements or 
amendments thereto and including in electronic format), and the information therein contained, in

(a)
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connection with the public offering and sale of the Series 2018-[C-1 - C-2] Bonds. The City also 
confirms its consent to the use by the Underwriters, prior to the date hereof, of the Preliminary 
Official Statement (including in electronic format) in connection with the public offering of the 
Series 2018-[C-1 - C-2] Bonds.

(b) As soon as practicable following receipt thereof, the Representative shall deliver the 
Official Statement, and any supplement or amendment thereto, to the Municipal Securities 
Rulemaking Board (the “MSRB”).

Representations and Agreements of the City. The City hereby represents and 
warrants as of the date hereof and agrees as follows:

7.

The City is a charter city and municipal corporation duly organized and validly 
existing under the laws of the State of California.

(a)

The City has the full legal right, power and authority to (i) adopt the Twenty-Fifth 
Supplemental Resolution and enter into the Continuing Disclosure Certificate, the Escrow 
Agreement relating to the Refunded Bonds between the City and U.S. Bank National Association, as 
Escrow Agent (the “Escrow Agreement”), the Paying Agent Agreement, the Remarketing 
Agreement, dated as of

(b)

, 2018 by and between the City and ^ as
Remarketing Agent, (the “Remarketing Agreement”), the Reimbursement Agreement, this Contract 
of Purchase and any other documents executed by the City in connection with the Series 2018-[C-1 - 
C-2] Bonds (the “City Documents”); (ii) to sell, issue and deliver the Series 2018-[C-l - C-2] Bonds 
to the Underwriters as provided herein and (iii) to carry out and consummate the transactions on its 
part contemplated by the City Documents and the Subordinate General Resolution.

An ordinance of the City (the “Ordinance”) relating to the Series 2018-[C-1 - C-2] 
Bonds was duly adopted by the City Council at a meeting which was held on [October 15, 2018] 
pursuant to the terms of the Charter and all other applicable law and with all required notice and at 
which a quorum was present at the time of adoption of such Ordinance, and such Ordinance will be 
published prior to Closing and will become effective upon publication.

(c)

By all necessary official action, the City has duly adopted, authorized and approved 
(i) the City Documents, (ii) the Preliminary Official Statement and the Official Statement; (iii) the 
execution and delivery of, and the performance by the City of its obligations to provide the 
information described in, the Continuing Disclosure Certificate and its obligations contained in this 
Contract of Purchase; (iv) the execution of all certificates and other instruments necessary to 
effectuate the issuance and delivery of the Series 2018-[C-1 - C-2] Bonds, and (v) the performance 
by the City of the obligations on its part contained in the City Documents and the Subordinate 
General Resolution and the consummation by it of all other transactions contemplated by the City 
Documents in connection with the issuance of the Series 2018-[C-1 - C-2] Bonds. In connection 
with the issuance of the Series 2018-[C-1 - C-2] Bonds, the City has complied in all material 
respects, (i) with the laws of the State of California and of the United States and (ii) with its 
obligations on its part contained in the Subordinate General Resolution, the Continuing Disclosure 
Certificate and this Contract of Purchase.

(d)

The Series 2018-[C-l - C-2] Bonds, the Subordinate General Resolution and the 
Continuing Disclosure Certificate conform in all material respects to the descriptions thereof 
contained in the Official Statement.

<e)

At or prior to the Closing, the Twenty-Fifth Supplemental Resolution shall have been 
duly adopted by the City Council and this Contract of Purchase, the Series 2018-[C-1 - C-2] Bonds,

(f)
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the Continuing Disclosure Certificate, the Paying Agent Agreement, the Remarketing Agreement and 
the Reimbursement Agreement shall have been duly executed by the City and the Subordinate 
General Resolution, this Contract of Purchase, the Series 2018-[C-1 - C-2] Bonds the Paying Agent 
Agreement, the Remarketing Agreement, the Reimbursement Agreement and the Continuing 
Disclosure Certificate shall be legal, valid and binding obligations of the City, enforceable in 
accordance with their respective terms, subject to applicable bankruptcy, insolvency, reorganization, 
moratorium and other laws affecting creditors’ rights generally and subject, as to enforceability, to 
the general principles of equity (regardless of whether enforcement is sought in a proceeding in 
equity or at law), to the exercise of judicial discretion in appropriate cases and to the limitations on 
legal remedies against municipal corporations in the State of California.

Between the date of this Contract of Purchase and the date of the Closing, except as 
contemplated by the Official Statement, the City will not, with respect to the System (as defined in 
the Official Statement), incur any material liabilities, direct or contingent other than in the ordinary 
course of business of the System, and, except as contemplated by the Official Statement, there shall 
not have been any material adverse change in the finances or operations of the System other than 
changes in the ordinary course of business.

(g)

The City is not, in any material respect, in breach of or default under any applicable 
existing constitutional provision, law or administrative regulation of the State of California or the 
United States binding on the City or any existing applicable judgment or court decree binding on the 
City or any existing loan agreement, indenture, bond, note, resolution, agreement or other instrument 
to which the City is a party which would materially adversely affect the ability of the City to pay the 
principal and interest on the Series 2018-[C-1 - C-2] Bonds, and no event has occurred and is 
continuing which, with the passage of time or the giving of notice or both, would constitute such an 
event of default which would have such effect under any such instrument; and the adoption of the 
Twenty-Fifth Supplemental Resolution and the execution and delivery of this Contract of Purchase 
and the Continuing Disclosure Certificate and the performance by the City of its obligations under 
the Subordinate General Resolution, this Contract of Purchase, the Paying Agent Agreement, the 
Remarketing Agreement, the Reimbursement Agreement and the Continuing Disclosure Certificate 
will not, in any material respect, conflict with or constitute a breach of or default under any existing 
constitutional provision, law or administrative regulation of the State of California or the United 
States binding on the City or any existing applicable judgment or court decree binding on the City, or 
any existing loan agreement, indenture, bond, note, resolution, agreement or other instrument to 
which the City is a party, which conflict, breach or default would materially adversely affect the 
ability of the City to pay the principal and interest on the Series 2018-[C-1 - C-2] Bonds. The City 
has not been notified of any listing or proposed listing by the Internal Revenue Service to the effect 
that it is a bond issuer whose arbitrage certifications may not be relied on.

(h)

Except as disclosed in the Official Statement, there is no action, suit or proceeding, at 
law or in equity, before or by any court, pending against the City (service of process against the City 
having been made) or, to the knowledge of the officer of the City executing this Contract of 
Purchase, overtly threatened in writing (i) in any way questioning the existence of the City or the 
titles of the Authorized City Representatives (as defined in the Twenty-Fifth Supplemental 
Resolution) to their respective offices; (ii) seeking to prohibit, restrain or enjoin the adoption of the 
Twenty-Fifth Supplemental Resolution, the issuance or delivery of the Series 2018-[C-1 - C-2] 
Bonds, or application of the proceeds of sale of the Series 2018-[C-1 - C-2] Bonds, or in any way 
contesting the validity of the Subordinate General Resolution, the Ordinance, the Series 2018-[C-1 - 
C-2] Bonds, the Continuing Disclosure Certificate, the Paying Agent Agreement, the Remarketing 
Agreement, the Reimbursement Agreement or this Contract of Purchase, or the tax-exempt status of 
interest due with respect to the Series 2018-[C-1 - C-2] Bonds or any authority for the execution and

(i)
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delivery of the Series 2018-[C-1 - C-2] Bonds, or the execution and delivery by the City of the 
Continuing Disclosure Certificate, the Paying Agent Agreement, the Remarketing Agreement, the 
Reimbursement Agreement or this Contract of Purchase; or (iii) contesting the completeness or 
accuracy of the Preliminary Official Statement or the Official Statement or any supplement or 
amendment thereto or asserting that the Preliminary Official Statement or the Official Statement 
contained any untrue statement of a material fact or omitted to state any material fact necessary to 
make the statements made therein, in light of the circumstances under which they were made, not 
misleading.

Except as disclosed in the Official Statement, there is no action, suit or proceeding, at 
law or in equity, before or by any court, pending against the City (service of process against the City 
having been made) or, to the knowledge of the officer of the City executing this Contract of 
Purchase), overtly threatened in writing, which would result in any material adverse change to the 
financial condition of the System, the SCM Fund, the Debt Service Fund and the Reserve Fund.

0)

The City will furnish such information, execute such instruments and take such other 
action not inconsistent with law in cooperation with the Underwriters as necessary (i) to qualify the 
Series 2018-[C-1 - C-2] Bonds for offer and sale under the Blue Sky or other securities laws and 
regulations of such states and other jurisdictions of the United States as the Underwriters may 
designate and (ii) to determine the eligibility of the Series 2018-[C-1 - C-2] Bonds for investment 
under the laws of such states and other jurisdictions, and will use its commercially reasonable efforts 
to continue such qualifications in effect so long as required for the distribution of the Series 2018-[C- 
1 - C-2] Bonds; provided, however, that the City shall not be required to execute a general or special 
consent to service of process or qualify to do business in connection with any such qualification or 
determination in any jurisdiction.

(k)

All approvals, consents and orders of any California or United States governmental 
authority having jurisdiction of the matter which are required for the due authorization of, which 
would constitute a condition precedent to, or the absence of which would materially adversely affect 
the due performance by the City of its obligations in connection with, the execution, sale and 
delivery of the Series 2018-[C-l - C-2] Bonds under this Contract of Purchase have been obtained, 
except for such approvals, consents and orders as may be required under the Blue Sky or securities 
laws of any state in connection with the offering and sale of the Series 2018-[C-1 - C-2] Bonds; and, 
except as disclosed in the Official Statement, all approvals, consents and orders of any California or 
United States governmental authority having jurisdiction of the matter which are required for the due 
authorization of, which would constitute a condition precedent to, or the absence of which would 
materially adversely affect the due performance by the City of its obligations under, the City 
Documents have been obtained.

(1)

The Preliminary Official Statement (other than the information contained in the 
Preliminary Official Statement with respect to The Depository Trust Company (“DTC”) or the book- 
entry system) did not, on the date thereof, and through the period up to the execution of this Contract 
of Purchase, contain any untrue statement of a material fact or omit to state a material fact (other than 
information permitted to be omitted pursuant to Rule 15c2-12) necessary to make the statements 
made therein, in the light of the circumstances under which they were made, not misleading.

(m)

At the time of the City’s acceptance hereof and up to and including the time of 
Closing, the Official Statement does not and will not contain any untrue statement of a material fact 
or omit to state a material fact necessary to make the statements made therein, in the light of the 
circumstances under which they were made, not misleading, except that no representation is made 
with respect to the information in the Official Statement relating to DTC and the book-entry system.

(n)
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If the Official Statement is supplemented or amended pursuant to subparagraph (p) of 
this paragraph 7, the City agrees that, at the time of each supplement or amendment thereto and 
(unless subsequently again supplemented or amended pursuant to such paragraph) at all times during 
the period from the date of this Contract of Purchase to and including the date which is 25 days after 
the end of the underwriting period (as determined in accordance with Section 17 hereof), the Official 
Statement, as so supplemented or amended, will not contain any untrue statement of a material fact 
or omit to state a material fact necessary to make the statements made therein, in the light of the 
circumstances under which they were made, not misleading, except that the City shall have no 
responsibility with respect to the information in the Official Statement relating to DTC and the book- 
entry system.

(o)

If between the date of this Contract of Purchase and that date which is 25 days after 
the end of the underwriting period (as determined in accordance with Section 17 hereof) any event 
shall occur or be discovered that would cause the Official Statement, as then supplemented or 
amended, to contain any untrue statement of a material fact or to omit to state a material fact 
necessary to make the statements made therein, in the light of the circumstances under which they 
were made, not misleading, the City shall notify the Underwriters of any such event of which it has 
knowledge and, if in the reasonable opinion of the Underwriters such event requires the preparation 
and publication of a supplement or amendment to the Official Statement, the City shall prepare and 
furnish to the Underwriters (i) a reasonable number of copies of a supplement or amendment to the 
Official Statement in form and substance reasonably acceptable to the Underwriters and (ii) if such 
notification shall be subsequent to the Closing, such legal opinions, certificates, instruments and 
other documents as the Representative may reasonably deem necessary to evidence the truth and 
accuracy of such supplement or amendment to the Official Statement.

(P)

The City will refrain from taking any action, or permitting any action to be taken, 
with regard to which the City may exercise control, that results in the loss of the tax-exempt status of 
the interest on the Series 2018-[C-1 - C-2] Bonds.

(q)

Any certificate signed by any officer of the City and delivered to the Underwriters 
pursuant to the City Documents or any document contemplated thereby shall be deemed a 
representation and warranty by the City to the Underwriters as to the statements made therein.

(r)

The City is not in payment default and at no time in the past ten years has been in 
payment default with respect to any SCM Fund obligations incurred by it of a character similar to the 
Series 2018-[C-l - C-2] Bonds.

00

The financial statements of, and other financial information regarding the City in the 
Official Statement fairly present the financial position and results of operations with respect to the 
System as of the dates and for the periods therein set forth. The financial statements with respect to 
the System have been prepared in accordance with generally accepted accounting principles 
consistently applied, except as noted in the Official Statement. Except as disclosed in the Official 
Statement, there has not been any materially adverse change in the financial condition of the System 
or in its operations since June 30, 2017 and there has been no occurrence, circumstance or 
combination thereof which is reasonably expected to result in any such materially adverse change.

During the last five years, the City has not failed to materially comply with any 
previous undertakings relating to continuing disclosure of information pursuant to Rule 15c2-12, 
except as noted in the Preliminary Official Statement and the Official Statement.

(t)

(a)

Closing. At 9:00 a.m., Los Angeles time, on November_, 2018, or at such other
time or on such later date as shall have been mutually agreed upon by the City and the

8.
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Representative, the City shall deliver to DTC in New York, New York, on behalf of the 
Underwriters, the Series 2018-[C-1 - C-2] Bonds, in definitive form duly executed by the City, and 
the Underwriters shall accept such delivery to DTC and shall pay the purchase price of the Series 
2018-[C-1 - C-2] Bonds as set forth in Paragraph 1(a) hereof, less the Security Deposit, by delivering 
federal or other immediately available funds in the amount of $ 
deliver to the Underwriters the other documents hereinafter mentioned at the offices of Hawkins 
Delafield & Wood LLP in Los Angeles, California or such other place as shall have been mutually 
agreed upon by the City and the Representative. Such payment and delivery is herein called the 
“Closing.” The Series 2018-[C-1 - C-2] Bonds shall be prepared in fully registered form without 
coupons, in authorized denominations shall bear CUSIP numbers and shall be registered in the name 
of “Cede & Co.,” as nominee of DTC; there shall be one (1) bond for each maturity of the Series 
2018-[C-1 - C-2] Bonds (and, if Series 2018-[C-1 - C-2] Bonds of the same maturity bear interest at 
different rates, for each Series 2018-[C-1 - C-2] Bond of such maturity bearing interest at a different 
rate) and the Series 2018-[C-l - C-2] Bonds shall be made available for inspection by the 
Underwriters at least one business day prior to the Closing.

to the City. The City shall

Closing Conditions. The Underwriters have entered into this Contract of Purchase in 
reliance upon the representations of the City contained herein and the performance by the City of its 
respective obligations hereunder both as of the date hereof and as of the date of Closing. The 
Underwriters’ obligations under this Contract of Purchase shall be conditioned upon the performance 
by the City of its obligations to be performed hereunder and under the other documents and 
instruments delivered in connection with the execution and delivery of the Series 2018-[C-1 - C-2] 
Bonds and shall also be subject to the following further conditions:

9.

The representations of the City contained herein shall be true, complete and correct in 
all material respects on the date hereof and true, complete and correct in all material respects on the 
date of the Closing.

(a)

At the time of the Closing (i) the City Documents shall be in full force and effect in 
accordance with their terms and shall not have been amended, modified or supplemented and the 
Official Statement shall not have been supplemented or amended, except in each case as may have 
been agreed to by the Representative, and (ii) the City shall perform or have performed its 
obligations under the City Documents which are required to be performed at or prior to the Closing.

(b)

At or prior to the Closing, the Underwriters shall receive the following documents:(c)

The Official Statement and each supplement or amendment, if any, thereto, 
executed on behalf of the City by an Authorized City Representative;

(1)

Certified copies of the Subordinate General Resolution, the Twenty-Fifth 
Supplemental Resolution, and the Ordinance and an executed copy of the Continuing Disclosure 
Certificate and a tax certificate, in form and substance reasonably satisfactory to Bond Counsel and 
the City, executed on behalf of the City by an Authorized City Representative;

(2)

Executed copies of the Payment Agent Agreement, the Reimbursement(3)
Agreement and the Remarketing Agreement;

(4) Copy of the Letter of Credit;

The opinion of Hawkins Delafield & Wood LLP, Bond Counsel, dated the 
date of the Closing, in substantially the form attached to the Official Statement as Appendix F, 
together with a letter, dated the date of the Closing, from such Bond Counsel addressed to the

(5)
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Underwriters stating that the Underwriters may rely on such opinion as though it was addressed to 
them;

The opinion of Hawkins Delafield & Wood LLP, Bond Counsel, dated the 
date of the Closing and addressed to the Underwriters, in substantially the form set forth in Exhibit A 
hereto;

(6)

The opinion of Hawkins Delafield & Wood LLP, Bond Counsel, dated the 
date of the Closing and addressed to the City, the Escrow Agent and the Underwriters, to the effect 
that the Refunded Bonds have been defeased in accordance with the Subordinate General Resolution;

(7)

An opinion of the City Attorney, dated the date of the Closing and addressed 
to the Underwriters, in substantially the form set forth in Exhibit C hereto;

(8)

The opinion of counsel to the Escrow Agent, dated the Closing Date and 
addressed to the City and the Underwriters, to the effect that (i) the Escrow Agent has duly 
authorized, executed and delivered the Escrow Agreement; and (ii) the Escrow Agreement 
constitutes a legally valid and binding obligation of the Escrow Agent, enforceable against the 
Escrow Agent in accordance with its terms, except that the enforceability thereof may be limited by 
applicable bankruptcy, insolvency, reorganization, moratorium and other laws in effect from time to 
time affecting the rights of creditors generally and except to the extent that the enforceability thereof 
may be limited by the application of general principles of equity;

(9)

(10) The opinion of counsel to the Paying Agent, dated the Closing Date and 
addressed to the City and the Underwriters, to the effect that (i) the Paying Agent has duly 
authorized, executed and delivered the Paying Agent Agreement; and (ii) the Paying Agent 
Agreement constitutes a legally valid and binding obligation of the Paying Agent, enforceable 
against the Paying Agent in accordance with its terms, except that the enforceability thereof may be 
limited by applicable bankruptcy, insolvency, reorganization, moratorium and other laws in effect 
from time to time affecting the rights of creditors generally and except to the extent that the 
enforceability thereof may be limited by the application of general principles of equity;

(11) The opinion of counsel to the Credit Facility Provider, dated the date of the 
Closing and addressed to the Underwriters and the City, to the effect that: (a) the Credit Facility 
Provider is a Schedule 1 chartered bank subject to the provisions of the Bank Act (Canada), acting 
through its New York Branch; (b) the Credit Facility Provider has the power and the authority to 
issue the Letter of Credit and to execute and deliver the Reimbursement Agreement; (c) the Credit 
Facility Provider is not required to obtain any authorizations, approvals or consents from, or make 
any filings or registrations with, or notifications to or other actions with respect to any governmental 
authorities, in connection with the execution and delivery by the Credit Facility Provider of the Letter 
of Credit and the Reimbursement Agreement, or the performance by the Credit Facility Provider 
thereunder, which have not been obtained or made; (d) an action or special proceeding may be 
maintained against the Credit Facility Provider in the courts of the State of California with respect to 
the Letter of Credit and the Reimbursement Agreement; and (e) each of the Letter of Credit and the 
Reimbursement Agreement has been duly authorized, executed and delivered by all necessary 
corporate action on the part of the Credit Facility Provider and is a legal, valid and binding 
obligation, enforceable against the Credit Facility Provider in accordance with its terms, subject to 
applicable bankruptcy, insolvency, liquidation, reorganization, moratorium or similar laws affecting 
the rights of creditors generally, from time to time in effect, as the same may be applied in the event 
of bankruptcy, insolvency, liquidation, reorganization or similar situation of the Credit Facility
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Provider or a moratorium applicable to the Credit Facility Provider and general rules of equity are 
true and correct in all material respects;

(12) The certificate of the Credit Facility Provider, dated the date of the Closing 
and in form and substance satisfactory to the Underwriters and the City, signed by a duly authorized 
officer of the Credit Facility Provider, to the effect that (a) the Credit Facility Provider is a Schedule 
1 chartered bank subject to the provisions of the Bank Act (Canada), acting through its New York 
Branch, and has the power and authority to conduct commercial banking activities in the State of 
California, (b) the Credit Facility Provider has the power and authority to issue the Letter of Credit 
and to execute and deliver the Reimbursement Agreement, and to perform and observe the terms 
thereof, (c) each of the Letter of Credit and the Reimbursement Agreement has been duly authorized, 
executed and delivered by the Credit Facility Provider; and (d) the information contained in the 
Preliminary Official Statement and the Official Statement under the headings “THE CREDIT 
FACILITY AND REIMBURSEMENT AGREEMENT” and “THE CREDIT FACILITY 
PROVIDER” is true and correct in all material respects as of the date of Closing and may be 
included in the Preliminary Official Statement and the Official Statement.

(13) A certificate of an Authorized City Representative, dated the date of Closing, 
to the effect that each of the representations set forth in Paragraph 7 of this Contract of Purchase is 
true, accurate and complete in all material respects as of the Closing and each of the agreements of 
the City, as set forth in this Contract of Purchase to be complied with at or prior to the Closing, has 
been complied with in all material respects;

(14) Evidence reasonably satisfactory to the Underwriters that, as of the date of
Closing, the rating on the Series 2018-[C-1 - C-2] Bonds are “__” by Standard & Poor’s Rating
Services and “_” by Fitch Ratings, each based on the Credit Facility Provider’s credit rating;

The opinion of Nixon Peabody LLP, Disclosure Counsel, dated the date of 
Closing in substantially the form attached hereto as Exhibit B addressed to the City and 
accompanied by a reliance letter from Disclosure Counsel to the effect that such opinion may be 
relied upon by the Underwriters to the same effect as if such opinion were addressed to them;

(15)

The opinion of Katten Muchin Rosenman LLP, Underwriters’ Counsel, dated 
the date of Closing and addressed to the Underwriters, in form and substance satisfactory to the 
Underwriters;

(16)

stating that the firm has verified the 
mathematical accuracy of certain computations relating to the defeasance of the Refunded Bonds;

(17) A report of

(18) Two transcripts of all proceedings of the City relating to the transactions
contemplated hereunder; and

(19) Such additional legal opinions, certificates, instruments and other documents 
as the Underwriters, Disclosure or Bond Counsel may reasonably deem necessary to evidence the 
due execution and delivery of the Series 2018-[C-1 - C-2] Bonds, the truth and accuracy as of the 
time of the Closing of the City’s representations contained in paragraph 7 hereof and performance in 
all material respects by the City at or prior to the time of the Closing of all agreements then to be 
performed and all conditions then to be satisfied by the City pursuant to the City Documents.

The opinions and certificates and other material referred to above shall be in form and 
substance reasonably satisfactory to the Representative.
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Termination. The Representative shall have the right to terminate the Underwriters’ 
obligations under this Contract of Purchase to purchase, to accept delivery of and to pay for the 
Series 2018-[C-1 - C-2] Bonds by notifying the City of the Underwriters’ election to do so if, after 
the execution hereof and prior to the Closing:

10.

the marketability of the Series 2018-fC-l - C-2] Bonds or the market price thereof, in 
the reasonable opinion of the Representative (after consultation with the City), has been materially 
adversely affected by (i) an amendment to the Constitution of the United States, (ii) any legislation 
(A) enacted by the United States or the State of California, (B) recommended to the Congress or, 
except as disclosed in the Official Statement, otherwise endorsed for passage, by press release, other 
form of notice or otherwise, by the President of the United States, the Treasury Department of the 
United States, the Internal Revenue Service or the Chairman or ranking minority member of the 
Committee on Finance of the United States Senate or the Committee on Ways and Means of the 
United States House of Representatives, or (C) presented as an option for consideration by either 
such Committee, by the staff of such Committee or by the staff of the Joint Committee on Taxation 
of the United States Congress, or favorably reported for passage to either House of the Congress by 
any Committee of such House or by a Conference Committee of both Houses to which such 
legislation has been referred for consideration, or (iii) any decision of any court of the United States 
or by any ruling or regulation (final, temporary or proposed) on behalf of the Treasury Department of 
the United States, the Internal Revenue Service or any other authority of the United States or any 
comparable legislative, judicial or administrative development affecting the federal or state tax status 
of the City, its property or income, or the federal or state income tax treatment of interest on its 
obligations, including the Series 2018-[C-1 - C-2] Bonds;

(a)

there shall have occurred the outbreak or escalation of hostilities involving the United 
States or a national or international calamity or crisis, or the declaration by the United States of a 
national emergency or war, which in the reasonable judgment of the Representative (after 
consultation with the City) have had a materially adverse effect on the marketability of the Series 
2018-[C-1 - C-2] Bonds or the market price thereof;

(b)

there shall have occurred the declaration of a general banking moratorium by any 
authority of the United States, the State of New York or the State of California or a major financial 
crisis or material disruption in commercial banking or securities settlement or clearance services shall 
have occurred which, in the reasonable opinion of the Representative (after consultation with the 
City), materially adversely affects the marketability of the Series 2018-[C-l - C-2] Bonds or the 
market price thereof;

(c)

there shall have been any downgrading, suspension or withdrawal, or any official 
statement as to a possible downgrading, suspension or withdrawal of any underlying rating on bonds 
secured by the Revenues by any rating service which has rated the Series 2018-[C-l - C-2] Bonds;

(d)

a general suspension of trading shall have occurred, minimum or maximum prices for 
trading shall have been fixed and be in force or maximum ranges or prices for securities shall have 
been required and be in force on the New York Stock Exchange or other national stock exchange 
whether by virtue of a determination by that Exchange or by order of the Securities and Exchange 
Commission or any other governmental authority having jurisdiction;

(e)

an event described in subparagraph (p) of paragraph 7 shall have occurred or be 
discovered which in the reasonable opinion of the Representative (after consultation with the City) 
requires the preparation and publication of a supplement or amendment to the Official Statement;

(f)
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a tentative decision with respect to legislation shall be favorably reported by a 
committee of the House of Representatives or the Senate of the Congress of the United States or 
legislation shall be introduced, by amendment or otherwise, in, or be enacted by, the House of 
Representatives or the Senate, or a decision by a court of the United States, or action (including a 
stop order) shall be taken or a regulation shall be issued by the Securities and Exchange Commission 
or other governmental agency having jurisdiction of the subject, the effect of which, in the opinion of 
the Representative, could be that either (i) the Series 2018-[C-1 - C-2] Bonds are not, or may not be, 
exempt from the registration, qualification or other similar requirements of the Securities Act of 
1933, as amended (the “Securities Act”), or (ii) the Subordinate General Resolution is not, or may 
not be, exempt from the registration, qualification or other requirements of the Trust Indenture Act of 
1939, as amended (the “Trust Indenture Act”); or

the New York Stock Exchange or other national securities exchange, or any 
governmental authority, shall have imposed additional material restrictions not in force as of the date 
hereof upon trading in securities generally or shall have imposed, as to any bonds or similar 
obligations, any material, restrictions not now in force, or increase materially those now in force, 
with respect to the extension of credit by, or the charge to the net capital requirements of, the 
Underwriters,

(g)

00

11. Expenses.

The City shall pay any expenses incident to the performance of the City’s obligations 
hereunder, including but not limited to the following: (i) the cost of the preparation, printing and 
delivery of the Series 2018-[C-1 - C-2] Bonds; (ii) the fees for bond ratings; (iii) the cost of printing 
and distribution of the Preliminary Official Statement and the Official Statement; (iv) the fees and 
disbursements of Bond Counsel; (v) the fees and disbursements of Disclosure Counsel; (vi) the fees 
and disbursements of any other engineers, accountants, attorneys, verification agent and other experts 
or consultants or advisors retained by the City; (vii) the expenses to qualify the Series 2018-[C-1 - C- 
2] Bonds for sale under any Blue Sky Laws; and (viii) any other costs and disbursements incurred by 
the City in connection with the transaction. The City shall reimburse the Underwriters for expenses 
(included in the expense component of the Underwriters’ spread) incurred on behalf of the City’s 
employees which are incidental to implementing this Purchase Contract, including, but not limited to, 
meals, transportation and lodging of those employees.

(a)

The Underwriters shall pay their own expenses including but not limited to the fees 
and disbursements of any attorneys retained by the Underwriters. The Underwriters are required to 
pay fees to the California Debt and Investment Advisory Commission in connection with the sale of 
the Series 2018-[C-1 - C-2] Bonds. Notwithstanding that such fees are solely the legal obligation of 
the Underwriters, the City agrees to reimburse the Underwriters for such fees through inclusion in the 
underwriters’ discount.

(b)

Notices. Any notice or other communication to be given to the City under this 
Contract of Purchase (other than the acceptance hereof as specified in the first paragraph hereof) may 
be given by giving the same in writing to the City of Los Angeles, Office of the City Administrative 
Officer, 200 North Main Street, Room 1500, City Hall East, Los Angeles, California 90012, 
Attention: Debt Management Group; and any notice or other communication to be given to the 
Underwriters under this Contract of Purchase may be given by delivering the same in writing to Gary 
Hall at 1999 Harrison Street, Suite 2720 Oakland, CA 94612.

12.

Governing Law; Venue. This Agreement was made and entered into in the City and 
shall be governed by, interpreted and enforced in accordance with the laws of the State of California

13.
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and the City, including any applicable statute of limitation, without regard to conflict of law 
principles. All litigation arising out of, or relating to this Agreement, shall be brought in a State or 
Federal court in the County of Los Angeles in the State of California. The parties irrevocably agree 
to submit to the exclusive jurisdiction of such courts in the State of California and waive any defense 
of forum non conveniens.

Parties in Interest. This Contract of Purchase when executed by the City shall 
constitute the entire agreement between the City and the Underwriters and is made solely for the 
benefit of the City and the Underwriters (including the successors or permitted assigns of any of the 
Underwriters but does not include any purchasers of the Series 2018-[C-1 - C-2] Bonds from the 
Underwriters). No other person shall acquire or have any right hereunder or by virtue hereof. All of 
the representations (as of the date such representations were made) of the City contained in this 
Contract of Purchase shall remain operative and in full force and effect regardless of any 
investigation made by or on behalf of any of the Underwriters. This Contract of Purchase may not be 
assigned by any party without the written consent of the other party; provided, however, that the City 
and the Underwriters hereby agree that Merrill Lynch, Pierce, Fenner & Smith Incorporated (“Merrill 
Lynch”) may, without notice to the City, assign its rights and obligations under Contract of Purchase 
to any other wholly-owned subsidiary of Bank of America Corporation to which all or substantially 
all of Merrill Lynch’s municipal markets business may be transferred following the date of this 
Contract of Purchase. This Contract of Purchase will inure to the benefit of and be binding upon the 
City and Merrill Lynch and their respective successors and assigns, and will not confer any rights 
upon any other person, partnership, association or corporation other than persons, if any, controlling 
Merrill Lynch within the meaning of the Securities Act. The terms “successors” and “assigns” shall 
not include any purchaser of any of the Series 2018-[C-1 - C-2] Bonds merely because of such 
purchase.

14.

Effective Date. This Contract of Purchase shall be effective upon the execution 
hereof by the Representative, on behalf of the Underwriters, and the City.

15.

Headings. The headings of the paragraphs of this Contract of Purchase are inserted 
for convenience only and shall not be deemed to be a part hereof.

16.

End of Underwriting Period. The term “end of the underwriting period” referred to in 
paragraphs 7(o) and (p) of this Contract of Purchase shall mean the later of such time as (i) the City 
delivers the Series 2018-[C-l - C-2] Bonds to the Underwriters or (ii) the Underwriters do not retain 
an unsold balance of the Series 2018-[C-1 - C-2] Bonds for sale to the public. Unless the 
Underwriters gives notice to the contrary, the end of the underwriting period shall be deemed to be 
the date of the Closing. Any notice delivered pursuant to this paragraph 17 shall be delivered in 
writing to the City at or prior to the date of the Closing, and shall specify a date, other than the date 
of the Closing (or such other date specified by notice delivered pursuant to this paragraph 17), to be 
deemed the end of the underwriting period.

17.

Representation by Counsel. Each party hereto represents and acknowledges that it 
has been represented by competent counsel in connection with the negotiation and execution of this 
Agreement, and has been fully advised by said counsel with respect to its rights and obligations 
hereunder.

18.
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Representations. Warranties and Agreements to Survive Delivery, 
representations, warranties, indemnities, agreements and other statements of the City and the 
Underwriters or their officers or partners set forth in, or made pursuant to, this Contract of Purchase 
will remain operative and in full force and effect regardless of any investigation made by or on behalf 
of the City or the underwriters or any controlling person and will survive delivery of and payment for 
the Series 2018-[C-1 - C-2] Bonds.

19. The

Counterparts. This Contract of Purchase may be executed by the parties hereto in 
separate counterparts, each of which when so executed and delivered shall be an original, but all such 
counterparts shall together constitute but one and the same instrument.

20.

[Signatures appear on next page.]
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Very truly yours,

By:

as representative of the Underwriters

Agreed and Accepted:
This__ day of October, 2018
CITY OF LOS ANGELES

By:
Name: Benjamin Ceja
Title: Assistant City Administrative Officer

APPROVED AS TO FORM

day of October, 2018This

MICHAEL N. FEUER 
City Attorney

By:
Deputy City Attorney

Contract of Purchase Signature Page
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SCHEDULE I

Maturity Schedule

$
City of Los Angeles Wastewater System Subordinate Revenue Bonds Variable Rate Refunding

Series 2018-[C-1 - C-2]

Principal Amount 
Dated:
Due:
Initial Interest Mode:

$

Date of Delivery

Weekly Mode
First Business Day of Each Month 
Commencing December 3, 2018

Initial Interest Payment Date:

Schedule I - Page 1
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Redemption Provisions

Redemption of the Series 2018-[C-1 - C-2] Bonds

Optional Redemption. The Series 2018-[C-1 - C-2] in the Daily Mode or the Weekly Mode 
are subject to redemption, as a whole or in part as designated by the City, atmaturing

the option of the City, on any Interest Payment Date during a Daily Rate Period or a Weekly Rate 
Period at a redemption price equal to the principal amount of the Series 2018-[C-l - C-2] Bonds to be 
redeemed plus accrued interest thereon to the date of redemption, without premium.

Mandatory Sinking Fund Redemption. The Series 2018-[C-l - C-2] Bonds maturing on
June 1, 20__are subject to mandatory sinking fund redemption prior to maturity, commencing on
June 1, 20_, and on each June 1 thereafter until maturity, at a redemption price equal to the principal
being redeemed, without premium, from mandatory sinking account payments which have been 
deposited in the debt service fund created for the Series 2018-[C-1 - C-2] Bonds, in the principal 
amounts set forth below (subject to adjustment in the event of an optional redemption of the Series 
2018-[C-1 - C-2] Bonds, as provided in the Twenty-Fifth Supplemental Resolution):

Redemption Date 
(June 1) Principal Amount

$20
20
20
20
20
(maturity)

Schedule I - Page 2
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EXHIBIT A

FORM OF SUPPLEMENTAL OPINION

[Closing Date]

Ladies and Gentlemen:

We have acted as bond counsel to the City of Los Angeles, California (the “City”) in
City of Los Angeles Wastewater System 

Subordinate Revenue Bonds Variable Rate Refunding Series 2018-[C-1 - C-2] (the “Series 2018-[C- 
1 - C-2] Bonds”). The Series 2018-[C-1 - C-2] Bonds are being issued by the City of Los Angeles 
(the “City”) pursuant to the Charter of the City of Los Angeles (the “City Charter”), Article 6.7 of 
Chapter 1 of Division 11 of the Administrative Code of the City (the “Procedural Ordinance”), and 
Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 (Section 53570 et seq. and Section 
53580 et seq., respectively) of the California Government Code (as amended, the “Refunding Law”). 
The Series 2018-[C-1 - C-2] Bonds are also issued pursuant to the Wastewater System Subordinate 
Revenue Bonds General Resolution, adopted by the Council of the City (the “City Council”) on 
March 26, 1991, as amended and supplemented (the “Subordinate General Resolution”), including as 
amended and supplemented by the Twenty-Fifth Supplemental Resolution, adopted by the City 
Council on October__, 2018.

connection with the issuance of its $

The Series 2018-[C-l - C-2] Bonds are being sold by the City on the date hereof pursuant to
2018, by and between the City and 
___________________] (collectively, the

that Contract of Purchase, dated
], as representative of itself and [[

"Underwriters”).

All capitalized terms used herein and not otherwise defined shall have the respective 
meanings ascribed to such terms in the Contract of Purchase, or if not defined therein, in the Official 
Statement, dated 
Statement”).

, 2018, relating to the Series 2018-[C-1 - C-2] Bonds (the “Official

In our capacity as bond counsel, we have relied upon such certifications and opinions of or 
information provided by City representatives, without any independent investigation of such matters. 
In addition, we have examined originals or copies, certified or otherwise identified to our 
satisfaction, of such other documents, legal opinions, instruments and records, and have made such 
investigation of law, as we have considered necessary or appropriate for the purpose of this opinion, 
and we have assumed, but have not independently verified, that the signatures on all documents, 
certificates and opinions that we have reviewed are genuine. In our examination, we have assumed, 
but have not independently verified, the legal capacity of all natural persons, the authenticity of all 
documents submitted to us as originals, the conformity to original documents of all documents 
submitted to us as certified or photostatic copies or by facsimile or other means of electronic 
transmission or which we obtained from sites on the internet, and the authenticity of the originals of
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such latter documents. As to facts and certain other matters and the consequences thereof relevant to 
the opinions expressed herein and the other statements made herein, we have relied without 
independent investigation or verification upon, and assumed the accuracy and completeness of,
(a) certificates, letters (including opinion letters), and oral and written statements and representations 
of public officials, officers and other representatives of the City, counsel for the City, and others, and
(b) the representations and warranties in the Contract of Purchase.

In delivering this letter, we are not expressing any view on the validity or accuracy of 
documents, certificates or opinions we have examined.

Based on the foregoing and such other information and documents as we have considered 
necessary in order to render this opinion, it is our opinion that:

The Series 2018-[C-l - C-2] Bonds are not subject to the registration requirements of 
the Securities Act of 1933, as amended, and the Subordinate General Resolution and the Subordinate 
General Resolution are exempt from qualification pursuant to the Trust Indenture Act of 1939, as 
amended.

1.

The Contract of Purchase has been duly executed and delivered by the City and 
(assuming due authorization, execution and delivery by and validity against the other parties thereto) 
is a valid and binding agreement of the City, enforceable against the City in accordance with its 
terms. We call attention to the fact that the rights and obligations under the Contract of Purchase and 
the enforceability thereof are subject to and may be limited by bankruptcy, insolvency, 
reorganization, arrangement, moratorium and other similar laws affecting creditors’ rights, to the 
application of equitable principles (regardless of whether such enforceability is considered in a 
proceeding in equity or at law), by the exercise of judicial discretion in appropriate cases and to the 
limitations on legal remedies against cities in the State of California; provided, however, that no 
opinion is expressed with respect to any indemnification, contribution, penalty, choice of law, choice 
of forum or waiver (including, without limitation, waiver of jury trial or consent to trial without a 
jury) provisions contained therein.

2.

The statements contained in the Official Statement under the captions 
“DESCRIPTION OF THE SERIES 2018-[C-1 - C-2] BONDS,” “REDEMPTION OF THE SERIES 
2018-[C-l - C-2] BONDS,” “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 
2018-[C-l - C-2] BONDS”, “TENDER AND PURCHASE OF THE SERIES 2018-[C-1 - C-2] 
BONDS” and “TAX MATTERS” and in Appendices B, C and F, insofar as such statements 
expressly summarize certain provisions of the Series 2018-[C-1 - C-2] Bonds, the Subordinate 
General Resolution and our opinion concerning certain tax matters relating to the Series 2018-[C-I - 
C-2] Bonds, present a fair summary of such provisions, and we express no view on any other reports, 
financial or statistical data, financial statements or forecasts in the Official Statement or any 
information concerning The Depository Trust Company or the book-entry system.

3.

Except as provided in paragraph 3 above, we are not passing upon and are not assuming any 
responsibility for the accuracy, completeness or fairness of any of the statements contained in the 
Official Statement, and we express no opinion with respect thereto.

This letter is issued as of the date hereof, and we assume no obligation to update or 
supplement this letter to reflect any facts or circumstances that may hereafter come to our attention
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with respect to the statements expressed above, including any changes in applicable law that may 
hereafter occur.

The opinions expressed and the statements made herein arc expressed and made as of the 
time of closing of the sale of the Series 2018-[C-1 - C-2] Bonds to the Underwriters on the date 
hereof. Such opinions and statements may be adversely affected by actions taken or events 
occurring, including a change in law, regulation or ruling (or in the application or official 
interpretation of any law, regulation or ruling) after such time. We have not undertaken to determine, 
or to inform any person, whether such actions are taken or such events occur, and we have no 
obligation to update this letter in light of such actions or events or for any other reason. Our 
engagement with respect to this matter has terminated as of the date hereof.

We have this day delivered to the City our final approving legal opinions with respect to the 
Series 2018-[C-1 - C-2] Bonds. You are authorized to rely on such opinions as if the same were 
addressed to you.

We are furnishing you this letter at the request of the City and solely for the information of, 
and assistance to, you in conducting and documenting your investigation of the affairs of the City in 
connection with the offering of the Series 2018-[C-1 - C-2] Bonds and it is not to be used, circulated, 
quoted or otherwise referred to for any other purpose, including but not limited to the purchase or 
sale of the Series 2018-[C-1 - C-2] Bonds, nor is it to be referred to in whole or in part in the Official 
Statement or any other document, except that it may be included in, and reference may be made to it 
in any list of, the closing documents pertaining to the delivery of the Series 2018-[C-1 - C-2] Bonds. 
The provision of this opinion to you shall not create any attorney-client relationship between our firm 
and you. This opinion may not be relied upon by any other person, firm, corporation or other entity 
without our prior written consent.

Very truly yours,
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EXHIBIT B

FORM OF OPINION OF DISCLOSURE COUNSEL

November .,2018

City of Los Angeles 
Los Angeles, California

as Representative of the Underwriters 
New York, New York

$ Wastewater System Subordinate Revenue Bonds Variable Rate 
Refunding Series 2018-[C-l - C-2]

Re:

Ladies and Gentlemen:

We have acted as Disclosure Counsel to the City of Los Angeles (the “City’') in connection 
with the issuance by the City of its Wastewater System Subordinate Revenue Bonds Variable Rate 
Refunding Series 2018-(C-l - C-2] in the aggregate par amount of $
[C-l - C-2] Bonds”). The Series 2018-[C-1 - C-2] Bonds are being issued pursuant to the Charter of 
the City of Los Angeles, Article 6.7 of Chapter 1 of Division 11 of the Administrative Code of the 
City, and Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 (Section 53570 et seq. and 
Section 53580 et seq., respectively) of the California Government Code (collectively, the “Law”).

(the “Series 2018-

The Series 2018-[C-1 - C-2] Bonds are also being issued pursuant to the Wastewater System 
Subordinate Revenue Bonds General Resolution, adopted by the Council of the City (the “City 
Council”) on March 26, 1991, as amended and supplemented, including as amended and 
supplemented by the Twenty-Fifth Supplemental Resolution, adopted by the City Council on October
_,2018 (collectively, the “Subordinate General Resolution”). The terms and provisions of the Series
2018-[C-1 - C-2] Bonds are contained in the Subordinate General Resolution and are further
described in the Official Statement relating to the Series 2018-[C-1 - C-2] Bonds, dated________
_, 2018 (the “Official Statement”). Capitalized terms used herein and not otherwise defined shall
have the respective meanings set forth in the Official Statement.

The Series 2018-[C-l - C-2] Bonds were sold by the City pursuant to that Contract of 
Purchase, dated 2018 (the 

“Representative”),
] (collectively, the “Underwriters”).

Contract of Purchase”), by and between 
as representative of itself and[ (the

[

In rendering this opinion, we have reviewed such records, documents, certificates and 
opinions, and made such other investigations of law and fact as we have deemed necessary or 
appropriate. This opinion is limited to matters governed by the federal securities law of the United 
States of America, and we assume no responsibility with respect to the applicability or effect of the 
laws of any other jurisdiction.

B-l
135505859v6



In our capacity as Disclosure Counsel to the City, we have rendered certain legal advice and 
assistance in connection with the preparation of the Preliminary Official Statement relating to the
Series 2018-[C-1 - C-2] Bonds, dated October_, 2018 (the “Preliminary Official Statement”), and
the Official Statement. Rendering such assistance involved, among other things, discussions and 
inquiries concerning various legal matters, review of certain records, documents and proceedings, 
and participation in meetings and telephone conferences with, among others, representatives of the 
City, the City Attorney, Bond Counsel, the Underwriters, Underwriters’ Counsel and the City’s Co- 
Financial Advisors, at which meetings and conferences the contents of the Preliminary Official 
Statement and the Official Statement and related matters were discussed. On the basis of the 
information made available to us in the course of the foregoing (but without having undertaken to 
determine or verify independently, or assuming any responsibility for, the accuracy, completeness or 
fairness of any of the statements contained in the Preliminary Official Statement or the Official 
Statement), no facts have come to the attention of the personnel directly involved in rendering legal 
advice and assistance in connection with the preparation of the Preliminary Official Statement and 
the Official Statement that causes them to believe that (a) the Preliminary Official Statement as of its 
date or as of the date of the Contract of Purchase contained any untrue statement of a material fact or 
omitted to state a material fact necessary in order to make the statements made therein, in the light of 
the circumstances under which they were made, not misleading (except for any information relating 
to The Depository Trust Company, Cede & Co., the book-entry system, forecasts, projections, 
estimates, assumptions and expressions of opinions and the other financial and statistical data 
included therein, and information in Appendices B, C, D, E, F, G and I thereof, as to all of which we 
express no view, and except for such information as is permitted to be excluded from the Preliminary 
Official Statement pursuant to Rule 15c2-12 of the Securities Exchange Act of 1934, as amended, 
including but not limited to information as to pricing, yield, interest rate, maturity, amortization, 
redemption provisions, underwriters’ compensation and the CUSIP numbers), or (b) the Official 
Statement as of its date or as of the date hereof contained or contains any untrue statement of a 
material fact or omitted or omits to state a material fact necessary to make the statements therein, in 
the light of the circumstances under which they were made, not misleading (except for any 
information relating to The Depository Trust Company, Cede & Co., the book-entry system, the 
CUSIP numbers, forecasts, projections, estimates, assumptions and expressions of opinions and the 
other financial and statistical data included therein, and information in Appendices B, C, D, E, F, G 
and I thereof, as to all of which we express no view).

During the period from the date of the Preliminary Official Statement to the date of this 
opinion, except for our review of the certificates and opinions regarding the Preliminary Official 
Statement and the Official Statement delivered on the date hereof, we have not undertaken any 
procedures or taken any actions which were intended or likely to elicit information concerning the 
accuracy, completeness or fairness of any of the statements contained in the Preliminary Official 
Statement or the Official Statement.

We are furnishing this opinion to you, solely for your benefit. This opinion is rendered in 
connection with the transaction described herein, and may not be relied upon by you for any other 
purpose. This opinion shall not extend to, and may not be used, circulated, quoted, referred to, or 
relied upon by, any other person, firm, corporation or other entity without our prior written consent. 
The delivery of this opinion shall not create any attorney-client relationship between our firm and the 
addressees hereof, other than the City. Our engagement with respect to this matter terminates upon 
the delivery of this opinion to you at the time of the remarketing relating to the Series 2018-[C-1 - C- 
2] Bonds, and we have no obligation to update this opinion.
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Respectfully submitted,
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EXHIBIT C

FORM OF OPINION OF
THE CITY ATTORNEY OF THE CITY OF LOS ANGELES

,2018

City of Los Angeles 
Los Angeles, California

Underwriters:

Ladies and Gentlemen:

This office has acted as counsel to the City of Los Angeles (the “City”) and this opinion is 
being delivered in connection with the issuance by the City of $
Wastewater System Subordinate Revenue Bonds Variable Rate Refunding Series 2018-[C-1 - C-2] 
(the “Series 2018-[C-l - C-2] Bonds”), and the sale of the Series 2018-[C-1 - C-2] Bonds to the 
Underwriters thereof.

City of Los Angeles

The Series 2018-[C-l - C-2] Bonds are being issued by the City pursuant to the Charter of the 
City of Los Angeles (the “City Charter”), Article 6.7 of Chapter 1 of Division 11 of the 
Administrative Code of the City (the “Procedural Ordinance”), and, Articles 10 and 11 of Chapter 3 
of Part 1 of Division 2 of Title 5 (Section 53570 et seq. and Section 53580 et seq., respectively) of 
the California Government Code (as amended, the “Refunding Law”). The Series 2018-[C-l - C-2] 
Bonds are also issued pursuant to the Wastewater System Subordinate Revenue Bonds General 
Resolution, adopted by the Council of the City (the “City Council”) on March 26, 1991, as amended 
and supplemented (the “Subordinate General Resolution”), including as amended and supplemented
by the Twenty-Fifth Supplemental Resolution, adopted by the City Council on October__,2018 (the
“Twenty-Fifth Subordinate Supplemental Resolution”). Capitalized terms not otherwise defined 
herein shall have the respective meanings ascribed thereto in the Subordinate General Resolution or, 
if not defined in the Subordinate General Resolution, in the Contract of Purchase (as defined below).

We have examined certified copies of proceedings for the issuance of the Series 2018-[C-1 - 
C-2] Bonds, including (i) the Charter, (ii) the Subordinate General Resolution, (iii) Ordinance No.
_______ passed by the City Council on October 19, 2018 (the “Ordinance”), (iv) the Contract of

___ , 2018 (the “Contract of Purchase”), by and among the City and
as representative of itself and f 

“Underwriters”) relating to the Series 2018-[C-1 - C-2] Bonds, (v) the Continuing Disclosure
Certificate, dated October__,2018 (the “Continuing Disclosure Certificate”), executed by the City,

by and between the City of Los Angeles

Purchase, dated
L J, ] (the

(vi) the Paying Agent Agreement, dated as of
, as paying agent (the “Paying Agent Agreement), (vii) the Remarketing 

by and between the City and 
Agent (the “Remarketing Agreement), (viii) the Reimbursement Agreement dated as of

, the “Remarketing Agreement”), and

and
Agreement, dated as of , as Remarketing

by and between the City and
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(ix) such other records, documents, certificates, opinions and other matters as are in our judgment 
relevant, necessary or appropriate to enable us to render the opinions expressed herein. As to relevant 
factual matters, we have relied upon without undertaking to verify independently, among other 
things, the City’s factual representations contained in the records, documents, instruments, 
certificates and other matters described above and the Official Statement. Collectively, the Contract 
of Purchase, the Paying Agent Agreement, the Remarketing Agreement, the Reimbursement 
Agreement and the Continuing Disclosure Certificate are referred to herein as the “City Documents.”

We have assumed the genuineness of all signatures, the authenticity of all documents 
submitted to us as originals and the conformity with originals of all documents submitted to us as 
copies. To the extent the City’s obligations depend on the enforceability of the City Documents 
against the other parties thereto, we have assumed that the City Documents are enforceable against 
such other parties.

From such examination, on the basis of our reliance upon the assumptions in this letter and 
our consideration of those questions of law we considered relevant, and subject to the limitations and 
qualifications in this letter, as of the date hereof, we are of the opinion that:

The City is a duly organized charter city and municipal corporation of the State of 
California duly organized and existing under the Constitution of the State of California and the 
Charter.

1.

The Twenty-Fifth Subordinate Supplemental Resolution and the Ordinance were each 
duly adopted by the City Council at a meeting which was duly called and held pursuant to taw and 
with all required notice, and at which a quorum was present at the time of their adoption. The 
Twenty-Fifth Subordinate Supplemental Resolution and the Ordinance have not been modified, 
amended or rescinded and are in full force and effect on and as of the date hereof.

2.

The Subordinate General Resolution is a valid and binding obligation of the City 
enforceable against the City in accordance with its terms, except to the extent that the enforceability 
thereof may be limited by, and subject to, bankruptcy, insolvency, reorganization, moratorium, 
fraudulent conveyance and other similar laws of general applicability relating to or affecting 
creditors’ rights, the general principles of equity, regardless of whether such enforceability is 
considered in equity or at law, the exercise of judicial discretion in appropriate cases, and the 
limitations on legal remedies against municipal corporations in the State of California.

3.

The issuance of the Series 2018-[C-1 - C-2] Bonds has been duly authorized and all 
legal conditions precedent to the delivery of the Series 2018-[C-1 - C-2] Bonds have been fulfilled.

4.

The City has duly authorized, executed and delivered the City Documents, and 
assuming due authorization, execution and delivery by the other parties thereto, the City Documents 
constitute the legal, valid and binding obligations of the City enforceable against the City in 
accordance with their respective terms, except to the extent that enforceability thereof may be limited 
by, and subject to, bankruptcy, insolvency, reorganization, moratorium, fraudulent conveyance and 
other similar laws of general applicability relating to or affecting creditors’ rights, the general 
principles of equity, regardless of whether such enforceability is considered in equity or at law, the 
exercise of judicial discretion in appropriate cases, and the limitations on legal remedies against 
municipal corporations in the State of California.

5.
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The City has duly approved and executed the Official Statement, and the City has 
duly authorized the delivery and distribution of the Official Statement by the Underwriters in 
connection with the public offering of the Series 2018-[C-1 - C-2] Bonds (provided that we express 
no opinion as to any action required under state or federal securities or Blue Sky laws in connection 
with the purchase or distribution of the Series 2018-[C-l - C-2] Bonds by the Underwriters).

6.

The adoption by the City of the Twenty-Fifth Subordinate Supplemental Resolution 
and the Ordinance, and the execution and delivery by the City of the City Documents, do not, in any 
material respect: conflict with or constitute a breach of or default under any California constitutional 
provision, law, administrative regulation, judgment or court decree that we have, in the exercise of 
customary professional diligence, recognized as applicable to the City and the transactions 
contemplated by the City Documents, or, to our knowledge, any loan agreement, indenture, bond, 
note, resolution, agreement or other instrument to which the City is a party and related to the System, 
and with respect to which such conflict, breach or default would materially adversely affect the 
ability of the City to pay the principal and interest on the Series 2018-[C-1 - C-2] Bonds. If any such 
loan agreement, indenture, bond, note, resolution, agreement or other instrument is governed by the 
laws of a jurisdiction other than California, we have assumed that such loan agreement, indenture, 
bond, note, resolution, agreement or other instrument is governed by the laws of the State of 
California. We express no opinion as to the effect of the City’s performance of its obligations under 
the City Documents on the City’s compliance with financial covenants in such other loan 
agreements, indentures, bonds, notes, resolutions, agreements or other instruments.

To the best of our knowledge after due inquiry, and except as otherwise set forth in 
the Official Statement, there is no action, suit or proceeding, at law or in equity, before or by any 
court, pending (with service of process having been given to the City) or threatened, wherein an 
unfavorable decision, ruling or finding would: (a) in any way adversely affect the corporate existence 
of the City or the titles of the Authorized City Representatives (as defined in the Twenty-Fifth 
Subordinate Supplemental Resolution) to their respective City offices, (b) seek to restrain or enjoin 
the issuance or delivery of any of the Series 2018-[C-l - C-2] Bonds, (c) in any way contest the 
validity of the Series 2018-[C-1 - C-2] Bonds, the Subordinate General Resolution, the Ordinance or 
any of the City Documents, (d) contest the power of the City to issue the Series 2018-[C-1 - C-2] 
Bonds, (e) have a material adverse effect on the City’s ability to make payment on the Series 2018- 
[C-l - C-2] Bonds from the Revenues, or (f) contest or assert that the "LITIGATION" section in the 
Official Statement contained any untrue statement of a material fact or omitted to state any material 
fact necessary to make the statements therein, in light of the circumstances under which they were 
made, not misleading.

7.

8.

We express no opinion with respect to any indemnification, contribution, penalty, choice of 
law, choice of forum, choice of venue, severability or waiver provisions contained in the Subordinate 
General Resolution or the City Documents. Furthermore, the imposition of fees and charges by the 
City relating to the System may be subject to the provisions of Articles XII1C and XIIID of the 
Constitution of the State of California.

We express no opinion as to any provision requiring written amendments or waivers insofar 
as it suggests that oral or other modifications, amendments or waivers could not be effectively agreed 
upon by the parties or that the doctrine of promissory estoppel might not apply.
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A court may refuse to enforce a provision of the Subordinate General Resolution or the City 
Documents if it deems that such provision is in violation of public policy. No opinion is being 
rendered as to the availability of any particular remedy.

The law covered by the opinions expressed herein is limited to the present law of the State of 
California. We express no opinion as to the laws of any other jurisdiction.

This letter is given in an official capacity only and not personally, and no personal liability 
shall derive therefrom. The opinions expressed are matters of professional judgment and are not a 
guarantee of result. The opinions are expressly limited to the matters set forth above, and we render 
no opinion, whether by implication or otherwise, as to any other matters.

This letter is for the sole benefit of the addressees hereof in connection with the issuance of 
the Series 2018-[C-l - C-2] Bonds, and is not to be used, circulated, quoted or otherwise referred to 
for any other purpose; provided, however, that it may be included in the transcript of record of 
proceedings relating to the Series 2018-[C-1 - C-2] Bonds. No other person may rely on this letter 
without our prior written consent. The provision of this letter to addressees hereof shall not create 
any attorney-client relationship between us and such addressees (other than the City). The opinions 
set forth herein may be affected by actions taken or not taken by the City or other parties, or by 
events, facts or circumstances occurring after the date hereof. This letter speaks only as of the date 
hereof and we do not undertake, and expressly disclaim, any obligation to amend or supplement this 
letter or the opinions set forth herein as events, facts or circumstances come to our attention, or 
changes in law occur, after the date hereof which could affect such opinions. .

Respectfully submitted,

MICHAEL N. FEUER 
City Attorney

By:
[NAME]
[TITLE]
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ISSUE PRICE CERTIFICATE

D-l
135505859v6



Reimbursement Agreement

by and between

City of Los Angeles

and

The Toronto-Dominion Bank, 
New York Branch

Relating to:
City of Los Angeles

Wastewater System Subordinate Revenue Bonds 
Variable Rate Refunding 

Series 2018-C

Dated as of November 1, 2018
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Reimbursement Agreement

This Reimbursement Agreement, dated as of November 1, 2018 (as amended, 
supplemented or otherwise modified from time to time, this “Agreement”), is made by and 
between the City of Los Angeles, a municipal corporation and chartered city of the State of 
California (the “City”) and The Toronto-Dominion Bank, New York Branch (together with its 
successors and assigns, the “Bank”).

WITNESSETH:

Whereas, the City has issued its City of Los Angeles Wastewater System Subordinate 
Revenue Bonds, Variable Rate Refunding Series 2018-C (the “Bonds”) pursuant to (i) that 
certain Wastewater System Subordinate Revenue Bonds General Resolution, adopted March 26, 
1991, as heretofore amended and supplemented and as amended and supplemented from time to 
time in accordance with the terms thereof and the terms hereof (the “Subordinate General 
Resolution”), including, without limitation, as amended by that that certain Twenty-Fifth
Supplemental Resolution adopted October  , 2018 (as amended, restated, supplemented or
otherwise modified in accordance with the terms thereof and hereof, the “Supplemental 
Resolution”, and collectively with the Subordinate General Resolution as heretofore amended 
and as the same may be amended, restated, supplemented or otherwise modified with the terms 
thereof and the terms hereof, the “Resolution ") and (ii) that certain Paying Agent Agreement, 
dated as of November 1, 2018 (as the same may be amended, restated, supplemented or 
otherwise modified in accordance with the terms thereof and hereof, the “Paying Agent 
Agreement”), by and between the City and U.S. Bank National Association, as Paying Agent and 
its successors and assigns (the “Paying Agent”)', and

Whereas, the City has requested the Bank to issue a letter of credit for the payment by 
the Paying Agent, when and as due, of the principal and purchase price of, and interest on, the 
Eligible Bonds as to provide such credit facility in the form of the Letter of Credit (as herein 
defined); and

Whereas, the Bank is willing to issue such letter of credit and to provide such credit 
facility upon the terms and conditions provided herein;

Now Therefore, in consideration of the premises and the mutual agreements herein 
contained, the City and the Bank agree as follows:



Article I

Definitions

As used in this Agreement:

“Acceleration Drawing” means a drawing under the Letter of Credit resulting from the 
presentation of a certificate by the Paying Agent to the Bank in the form of Annex [_J to the 
Letter of Credit.

Advance ” has the meaning set forth in Section 2.03(a)(i) hereof.

Agreement" means this Reimbursement Agreement, as amended and supplemented.

“Amortization End Date
(i) the third (3rd) anniversary of the date on which the related Advance was made, (ii) the date on 
which a substitute Credit Facility becomes effective in substitution of the Letter of Credit with 
respect to the Bonds, (iii) the date on which the Stated Amount is permanently reduced to zero or 
the Letter of Credit is otherwise terminated in accordance with its terms (other than as a result of 
the Letter of Credit expiring solely as a result of the Letter of Credit Expiration Date), including 
as a result of the occurrence of an Event of Default, (iv) the date which all Obligations are 
declared or automatically become due and payable pursuant to Section 7.02(a) hereof and (v) the 
Conversion Date.

means, with respect to any Advance, the earliest to occur of:

Anti-Terrorism Laws” has the meaning set forth in Section 5.24 hereof.

“Authorized City Representative" means the City Administrative Officer of the City or a 
duly authorized designee of the City Administrative Officer of the City, or any Assistant City 
Administrative Officer of the City, provided, that a copy of such designation shall have been 
provided to the Bank.

Bank” has the meaning set forth in the introductory paragraph hereof.

“Bank Agreement” means any credit agreement, liquidity agreement, standby bond 
purchase agreement, reimbursement agreement, direct purchase agreement, bond purchase 
agreement, or other agreement or instrument (or any amendment, supplement or other 
modification thereof) under which, directly or indirectly, any Person or Persons undertake(s) to 
make or provide funds to make payment of, or to purchase or provide credit enhancement for 
bonds or notes of the City that are secured senior to or on a parity with the Lien on Revenues 
securing the Obligations.

"Bank Bondholder” means the Bank in its capacity as owner (which as used herein 
means beneficial owner if at the relevant time Bank Bonds are Book Entry Bonds) of Bank 
Bonds pursuant to this Agreement and any other Person to whom the Bank has sold Bank Bonds 
pursuant to Section 2.17(a) hereof.
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"Bank Bond” means each Bond purchased with the proceeds of a Liquidity Drawing 
under the Letter of Credit, until remarketed or deemed to be remarketed in accordance with 
Section 2.17(c) hereof. The term “Bank Bonds” as used herein shall have the same meaning as 
the term “Provider Bonds” as such term is used in the Paying Agent Agreement.

“Bank Rate ” means the rate of interest per annum with respect to an Advance (a) for any 
day commencing on the date such Advance is made to and including the 90th day next 
succeeding the date such Advance is made, equal to the Base Rate; and (b) for any day 
commencing on the 91st day next succeeding the date such Advance is made and thereafter, equal 
to the sum of the Base Rate from time to time in effect plus one percent (1.00%); provided, 
however, that immediately and automatically upon the occurrence of an Event of Default (and 
without any notice given with respect thereto) and during the continuation of such Event of 
Default, “Bank Rate” shall mean the Default Rate; and provided further that, at no time shall the 
Bank Rate be less than the rate of interest on any outstanding Bonds.

'Bank’s Counsel” has the meaning set forth in Section 4.01 hereof.

‘‘Base Rate ” means, for any day, the rate of interest per annum equal to the highest of 
(i) the Prime Rate in effect at such time plus one and one-half percent (1.50%), (ii) the Federal 
Funds Rate in effect at such time plus two percent (2.00%) and (iii) seven percent (7.00%). Each 
determination of the Base Rate by the Bank shall be conclusive and binding on the City absent 
manifest error.

“Bond Counsel 
recognized bond counsel firm selected by the City.

means Hawkins Delafield & Wood LLP or another nationally

“Bondholder” as used herein shall have the same meaning as the terms “Holder” and 
Owner” as each such term is used in the Paying Agent Agreement.

“Book Entry Bond” means the Bonds so long as the book entry system with DTC is used 
for determining beneficial ownership of the Bonds.

“Business Day” means any day other than (a) a Saturday, Sunday, or other day on which 
commercial banks located in the States of New York or California are authorized or required by 
Law or executive order to close, (b) a day on which the presentation office of the Bank for 
Drawings under the Letter of Credit is authorized or required by Law or executive order to close 
and (c) a day on which the New York Stock Exchange is closed.

Charter ” means the charter of the City as in effect on the Closing Date.

City ” has the meaning set forth in the recitals hereof.

City Administrative Code ” means the Los Angeles Municipal Code as in effect on the
date hereof.
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City Administrative Officer” has the meaning set forth in the Subordinate General
Resolution.

“City Bonds” means Bonds owned by or on behalf of, for the benefit of, or for the 
account of, the City or any Affiliate thereof.

City Council” means the legislative governing body of the City.

City Documents ” has the meaning set forth in Section 5.01 hereof.

“Closing Date" means November__, 2018, which, subject to the satisfaction or waiver
by the Bank of all of the conditions precedent set forth in Section 4.01, is the date on which the 
Letter of Credit shall be issued.

“Code" means the Internal Revenue Code of 1986, as amended, and the regulations 
promulgated thereunder, and any successor thereto.

Commercial Paper Program” has the meaning set forth in the Subordinate General
Resolution.

“Conversion Date” means the date on which all of the Bonds are converted to bear 
interest at a rate other than a Covered Rate.

Covered Rate” means the Daily Rate or the Weekly Rate.

“Credit Facility” means any letter of credit, liquidity facility, line of credit or similar 
facility issued in substitution for the Letter of Credit supporting the Bonds.

Custody Agent" means U.S. Bank National Association, and its successors and assigns.

“Custody Agreement” means that certain Custody Agreement dated as of November 1, 
2018, between the Bank and the Paying Agent in substantially the form of Exhibit B hereto.

Daily Rate ” has the meaning set forth in the Paying Agent Agreement.

“Debt” means at any date, without duplication, (a) all obligations of the City for 
borrowed money, (b) all obligations of the City evidenced by bonds, debentures, notes or other 
similar instruments, (c) all obligations of the City to pay the deferred purchase price of property 
or services, except trade accounts payable arising in the ordinary course of business, (d) all 
obligations of the City on or with respect to letters of credit, banker’s acceptances and other 
evidences of indebtedness representing extensions of credit whether or not representing 
obligations for borrowed money, (e) all obligations of the City as lessee under capital leases, 
(f) all Debt of others secured by a lien on any asset of the System, whether or not such Debt is 
assumed by the City, (g) all Guarantees by the City of Debt of other Persons and (h) all 
obligations of the City under any Swap Agreement; provided that, Debt shall not include (x) 
conduit debt where the City is only obligated to pay debt service from amounts received from a
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private conduit obligor or (y) any Debt of the City’s Water and Power, Airports or Harbor 
Departments.

“Default ” means any event or condition which, with notice, the passage of time or any 
combination of the foregoing, would constitute an Event of Default.

“Default Rate ” means a fluctuating interest rate per annum equal to the sum of the Base 
Rate from time to time in effect plus two percent (2.00%).

“Drawing” means and includes an Acceleration Drawing, an Interest Drawing, a 
Liquidity Drawing, a Redemption Drawing and a Stated Maturity Drawing.

“Drawing Date ” means the date on which the Bank honors a Drawing and makes the 
funds drawn available to the Paying Agent.

“DTC” means The Depository Trust Company and any successor or replacement thereto 
as securities depository.

“EMMA ” means Electronic Municipal Market Access as provided by the Municipal 
Securities Rulemaking Board.

“Environmental Laws” means any and all federal, state, local, and foreign statutes, laws, 
regulations, ordinances, rules, judgments, orders, decrees, permits, concessions, grants, 
franchises, licenses, agreements or governmental restrictions relating to pollution and the 
protection of the environment or the release of any materials into the environment, including 
those related to hazardous substances or wastes, air emissions and discharges to waste or public 
systems.

“ERISA ” means the Employee Retirement Income Security Act of 1974, as amended, 
and any successor statute of similar import, and regulations thereunder, in each case as in effect 
from time to time. References to Sections of ERISA shall be construed also to refer to any 
successor Sections.

“Event of Default” with respect to this Agreement has the meaning set forth in 
Section 7.01 of this Agreement and, with respect to any Program Document, has the meaning 
assigned therein and, if not so assigned, any event of default or similar event or condition, the 
effect of which is to cause, or to permit any obligee thereunder to declare, the obligations of the 
City thereunder to become immediately due and payable.

Excess Interest” has the meaning set forth in Section 2.15 hereof.

Executive Order” has the meaning set forth in Section 5,24 hereof.

“Federal Funds Rale” means, for any day, the rate per annum equal to the weighted 
average (rounded upward, if necessary, to a whole multiple of one-hundredth of one percent) of 
the rates on overnight Federal funds transactions with members of the Federal Reserve System

-5-



arranged by Federal funds brokers on such day, as published by the Federal Reserve Bank of 
New York on the Business Day next succeeding such day; provided that: (a) if such day is not a 
Business Day, then the Federal Funds Rate for such day shall be such rate on such transactions 
on the next preceding Business Day as so published on the next succeeding Business Day; and
(b) if no such rate is so published on such next succeeding Business Day, then the Federal Funds 
Rate for such day shall be the average rate (rounded upward, if necessary, to a whole multiple of 
one-hundredth of one percent) charged to the Bank on such day on such transactions as 
determined by the Bank. Each determination of the Federal Funds Rate by the Bank shall be 
deemed conclusive and binding on the City absent manifest error.

“Fee Letter” means that certain Fee Letter dated the Closing Date, between the City and 
the Bank, as the same may be amended, restated, supplemented or otherwise modified in 
accordance with the terms thereof and hereof.

‘Fiscal Quarter” means each September 30, December 31, March 31, and June 30 of
each Fiscal Year.

‘Fiscal Year” has the meaning set forth in the Subordinate General Resolution.

Fitch” means Fitch Ratings, Inc., and any successor rating agency.

“FRB” means the Board of Governors of the Federal Reserve System of the United 
States, together with any successors thereof.

“GAAP” means generally accepted accounting principles in the United States as in effect 
from time to time, applied by the City on a basis consistent with the City’s most recent financial 
statements furnished to the Bank pursuant to Section 5.06 hereof.

“Governmental Approval” means an authorization, consent, approval, license, or 
exemption of, registration or filing with, or report to any Governmental Authority.

“Governmental Authority” means any federal, state or local government (whether 
domestic or foreign), any political subdivision thereof or any other governmental, 
quasi-govemmental, judicial, administrative, public or statutory instrumentality, authority, body, 
agency, commission, bureau or other entity exercising executive, legislative, judicial, taxing, 
regulatory, fiscal, monetary or administrative powers or functions of or pertaining to government 
(including any zoning authority, the Federal Deposit Insurance Corporation or the Federal 
Reserve Board, any central bank or any comparable authority), or any arbitrator with authority to 
bind a party at law.

“Guarantee ” means, as to any Person, (a) any obligation, contingent or otherwise, of 
such Person guaranteeing or having the economic effect of guaranteeing any Debt or other 
obligation payable or performable by another Person (the "primary obligor”) in any manner, 
whether directly or indirectly, and including any obligation of such Person, direct or indirect, 
(i) to purchase or pay (or advance or supply funds for the purchase or payment of) such Debt or 
other obligation, (ii)to purchase or lease property, securities or services for the purpose of
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assuring the obligee in respect of such Debt or other obligation of the payment or performance of 
such Debt or other obligation, (iii) to maintain working capital, equity capital or any other 
financial statement condition or liquidity or level of income or cash flow of the primary obligor 
so as to enable the primary obligor to pay such Debt or other obligation, or (iv) entered into for 
the purpose of assuring in any other manner the obligee in respect of such Debt or other 
obligation of the payment or performance thereof or to protect such obligee against loss in 
respect thereof (in whole or in part), or (b) any Lien on any assets of such Person securing any 
Debt or other obligation of any other Person, whether or not such Debt or other obligation is 
assumed by such Person (or any right, contingent or otherwise, of any holder of such Debt to 
obtain any such Lien). The amount of any Guarantee shall be deemed to be an amount equal to 
the stated or determinable amount of the related primary obligation, or portion thereof, in respect 
of which such Guarantee is made or, if not stated or determinable, the maximum reasonably 
anticipated liability in respect thereof as determined by the guaranteeing Person in good faith. 
The term “Guarantee” as a verb has a corresponding meaning.

'IncorporatedProvisions ” has the meaning set forth in Section 6.08 hereof.

“Ineligible Bonds” means City Bonds, Bank Bonds, and Bonds bearing interest at an 
interest rate other than a Covered Rate.

“Interest Drawing” means a drawing under the Letter of Credit resulting from a 
presentation of a certificate by the Paying Agent to the Bank in the form of Annex [_) to the 
Letter of Credit.

“Interest Payment Date ” with respect to Bonds which are not Bank Bonds, has the 
meaning assigned in the Paying Agent Agreement and, with respect to Bank Bonds and 
Advances, means the first Business Day of each calendar month.

“Investment Policy” means the investment policy of the City applicable to the System 
delivered to the Bank, pursuant to Section 4.01(g) hereof.

“Laws" means, collectively, all international, foreign, federal, state and local statutes, 
treaties, rules, guidelines, regulations, ordinances, codes and administrative or judicial 
precedents or authorities, including the interpretation or administration thereof by any 
Governmental Authority charged with the enforcement, interpretation or administration thereof, 
and all applicable administrative orders, directed duties, requests, licenses, authorizations and 
permits of, and agreements with, any Governmental Authority, in each case whether or not 
having the force of law.

“Letter of Credit ” means the irrevocable transferable direct-pay letter of credit issued by 
the Bank for the account of the City in favor of the Paying Agent supporting the Bonds, in the 
form of Appendix I hereto with appropriate insertions, as from time to time amended and 
supplemented pursuant to its terms.
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“Letter of Credit Expiration Date ” means November__, 2021, the date set forth in the
Letter of Credit as the date on which the Letter of Credit is stated to expire, as the same may be 
extended pursuant to Section 2.12 hereof.

'Letter of Credit Fees” has the meaning set forth in the Fee Letter.

Letter of Credit Fee Ratehas the meaning set forth in the Fee Letter.

“Lien
encumbrance, lien (statutory or other), charge, or preference, priority or other security interest or 
preferential arrangement in the nature of a security interest of any kind or nature whatsoever 
(including any conditional sale or other title retention agreement, any easement, right of way or 
other encumbrance on title to real property, and any financing lease having substantially the 
same economic effect as any of the foregoing).

means any mortgage, pledge, hypothecation, assignment, deposit arrangement,

“Liquidity Drawing” means a drawing under the Letter of Credit to pay the purchase 
price and accrued interest of Bonds tendered for purchase that have not been successfully 
remarketed or for which the purchase price has not been received by the Paying Agent.

“Margin Stock" has the meaning ascribed to such term in Regulation U promulgated by 
the FRB, as now and hereafter from time to time in effect.

“Material Adverse Change” or “Material Adverse Effect” means the occurrence of any 
event or change which results in (a) a material adverse change in, or a material adverse effect 
upon, the operations, business, properties, liabilities (actual or contingent), condition (financial 
or otherwise) or prospects of the System or the Revenues; (b) a material impairment of the ability 
of the City to perform its obligations under any Program Document to which it is a party; (c) a 
material adverse effect upon the legality, validity, binding effect or enforceability against the 
City of any Program Document to which it is a party; or (d) a material adverse change in, or a 
material adverse effect upon, in the rights, security, interest or remedies available to the Bank 
under this Agreement or any other Program Document.

’Maximum Rate ” means the maximum non-usurious lawful rate of interest permitted by
applicable Law.

‘Measure HOrdinance” has the meaning set forth in Section 8.03 hereof.

‘Measure HSubcontract” has the meaning set forth in Section 8.03 hereof.

'Moody’s” means Moody’s Investors Service, Inc., and any successor rating agency.

“New Tier Two Termination Notice ” means the written notice, in the form attached as 
Annex [J] to the Letter of Credit, given by the Bank to the City and the Paying Agent pursuant to 
Section 3.02(c) hereof.

‘No Default Certificate ” means a certificate substantially in form of Exhibit I hereto.
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“Obligations ” means the Reimbursement Obligations (which includes amounts owing to 
the Bank evidenced by the Bank Bonds), the Letter of Credit Fees, the obligations of the City to 
pay all fees, charges and expenses payable hereunder, under the Fee Letter and under the Bank 
Bonds, and all other payment obligations of the City owed to the Bank arising under or in 
relation to this Agreement, the Fee Letter and the Bank Bonds.

OFAC” has the meaning set forth in Section 5.24 hereof.

“Offering Memorandum ” means the [Offering Memorandum] delivered by the City in 
connection with the issuance or sale of Bonds on or after the Closing Date, and any supplements 
and amendments thereto.

Original Stated Amount" has the meaning set forth in Section 2.01 hereof.

“Parity Debt” means any Debt issued or incurred by or on behalf of the City and secured 
on a parity with the Lien on Revenues securing the payment of the principal of the Bonds and the 
Reimbursement Obligations under this Agreement.

'Participant" has the meaning set forth in Section 9.03(b) hereof.

Participant/Subcontractor Notice” has the meaning set forth in Section 8.03 hereof.

“Patriot Act ” means the Uniting and Strengthening America by Providing Appropriate 
Tools Required to Intercept and Obstruct Terrorism Act of 2001, Title III of Pub. L. 107-56 
(signed into law October 26, 2001).

Paying Agent Agreement ” has the meaning set forth in the recitals hereof.

Paying Agent ” has the meaning set forth in the recitals hereof.

“Payment Office
Toronto-Dominion Bank, New York Branch, Account Number:
Credit Service Department, Reference Letter of Credit No._____
account as the Bank may designate in writing from time to time to the City.

, ABA Number: _________ , F/O The
____ , Attention: Trade
, or such other office or

means

“Person” means any individual, corporation, not for profit corporation, partnership, 
limited liability company, joint venture, association, professional association, joint stock 
company, trust, unincorporated organization, government or any agency or political subdivision 
thereof or any other form of entity.

Plan ” means a pension plan providing benefits for employees of any Person.

“Prime Rate ” means, for any day, the rate per annum established by the Bank from time 
to time as its “prime rate " for U.S. dollar loans, or its equivalent, as is in effect on such day, any 
change in such rate to be effective on the date such change is effective for the Bank’s purposes, it 
being understood that such rate shall not necessarily be the best or lowest rate of interest
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available to the Bank’s best or most preferred prime, large commercial customers. Each 
determination of the Prime Rate by the Bank shall be conclusive and binding on the City absent 
manifest error. The Prime Rate is a reference rate only, and the Bank may make loans from time 
to time at interest rates above, equal to or below the Prime Rate.

“Principal” means, with respect to the Bank or a Participant or a Subcontractor, each of 
the following: (i) the chairman/chairwoman of the Bank’s or Participant’s or Subcontractor’s (as 
applicable) Board of Directors; (ii) each of the Bank’s or the Participant’s or Subcontractor’s (as 
applicable) president, chief executive officer, and chief operating officer (and the functional 
equivalent of each such position); (iii) any individual who holds an ownership interest in the 
Bank or the Participant or the Subcontractor (as applicable) of twenty percent or more; (iv) any 
individual employee of the Bank described in Section 49.7.30.A.8.(c) of the Los Angeles 
Municipal Code and identified on a disclosure form submitted on the Closing Date pursuant to 
the Measure H Ordinance, which as of the Closing Date is titled “Bidder Contributions CEC 
Form 55”; and (v) any individual employee of the Participant or Subcontractor (as applicable) 
described in Section 49.7.30.A.8.(c) of the Los Angeles Municipal Code and identified on a 
disclosure form submitted by such Participant or Subcontractor (as applicable) pursuant to the 
Measure H Ordinance.

“Program Documents” means this Agreement, the Letter of Credit, the Fee Letter, the 
Bank Bonds, the Paying Agent Agreement, each Remarketing Agreement, the Custody 
Agreement, the Bonds, the Senior Lien Resolution, the Subordinate General Resolution, the 
Supplemental Resolution and any documents related thereto, and any and all future renewals and 
extensions or restatements of, or amendments or supplements to, any of the foregoing in 
accordance with the terms thereof and hereof.

“Property ” means any interest in any kind of property or asset, whether real, personal or 
mixed, or tangible or intangible, whether now owned or hereafter acquired.

“Rating” means the long-term unenhanced debt ratings assigned by any of Moody’s, 
S&P or Fitch to Parity Debt.

Rating Agencies” means Fitch, Moody’s and S&P.

Rating Documentation ” has the meaning set forth in Section 4.0 l(k) hereof.

“Redemption Drawing” means a drawing under the Letter of Credit resulting from the
presentation of a certificate by the Paying Agent to the Bank in the form of Annex [__] to the
Letter of Credit.

Reduction in Amount” has the meaning set forth in Section 2.14 hereof.

“Reimbursement Obligations” means any and all obligations of the City to reimburse the 
Bank for any Drawings under the Letter of Credit and all obligations to repay the Bank for any 
Advance, including in each instance all interest accrued thereon.
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"Remarketing Agent” means, as the context requires, each remarketing agent appointed 
and acting as such from time to time under a Remarketing Agreement and their respective 
successors and assigns.

“Remarketing Agreement” means, as the context requires, (a) the Remarketing 
Agreement, dated as of November 1, 2018, between Merrill Lynch, Pierce, Fenner & Smith 
Incorporated, as remarketing agent, and the City, and any and all modifications, alterations, 
amendments and supplements thereto; (b) the Remarketing Agreement, dated as of November 1, 
2018, between Stifel, Nicolaus & Company as remarketing agent, and the City, and any and all 
modifications, alterations, amendments and supplements thereto, and (c) each other agreement, if 
any, from time to time in effect between a dealer and the City under which such remarketing 
agent is appointed and acting as a remarketing agent with respect to the Bonds, and any and all 
modifications, alterations, amendments and supplements thereto.

‘Resolution ” has the meaning set forth in the recitals hereof.

‘Responsible Officer” has the meaning set forth in Section 2.14(a).

"Revenues ” has the meaning set forth in the Senior Lien Resolution and the Subordinate 
General Resolution.

"S&P '' means S&P Global Ratings, and any successor rating agency.

Sale Date ” has the meaning set forth in Section 2.17(b) hereof.

‘Sale Price” has the meaning set forth in Section 2.17(b) hereof.

‘SCM Fund” has the meaning set forth in the Subordinate General Resolution.

"Senior Debt ” means any Debt issued or incurred by or on behalf of the City and secured 
on a basis senior to the Lien on Revenues securing the payment of the Bonds and the 
Obligations.

Senior Lien Bonds ” has the meaning set forth in the Subordinate General Resolution.

‘State ” means the State of California.

‘‘Stated Amount” means, as of any date, the maximum amount which by the terms of the 
Letter of Credit is available to be drawn under the Letter of Credit as of such date.

“Stated Maturity Drawing ” means a drawing under the Letter of Credit resulting from
the presentation of a certificate by the Paying Agent to the Bank in the form of Annex [__] to the
Letter of Credit.
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“Subcontractor” means a Person, other than the Bank or an employee of the Bank, who 
is expected to receive at least $100,000 as a result of performing some or all of the Bank’s 
obligations hereunder.

‘Subordinate Bonds ” has the meaning set forth in the Subordinate General Resolution.

“Subordinate General Resolution ” means the Wastewater System Subordinate Revenue 
Bonds General Resolution, adopted March 26, 1991, as heretofore amended and supplemented 
and as amended and supplemented from time to time in accordance with the terms thereof and 
the terms hereof.

'Supplemental Resolution ” has the meaning set forth in the recitals hereof.

“Swap Policy” means the investment policy of the City applicable to the System 
delivered to the Bank, pursuant to Section 4.01(g) hereof.

“Swap Agreement” means (a) any and all rate swap transactions, basis swaps, credit 
derivative transactions, forward rate transactions, commodity swaps, commodity options, 
forward commodity contracts, equity or equity index swaps or options, bond or bond price or 
bond index swaps or options or forward bond or forward bond price or forward bond index 
transactions, interest rate options, forward foreign exchange transactions, cap transactions, floor 
transactions, collar transactions, currency swap transactions, cross-currency rate swap 
transactions, currency options, spot contracts, or any other similar transactions or any 
combination of any of the foregoing (including any options to enter into any of the foregoing), 
whether or not any such transaction is governed by or subject to any master agreement, and
(b) any and all transactions of any kind, and the related confirmations, which are subject to the 
terms and conditions of, or governed by, any form of master agreement published by the 
International Swaps and Derivatives Association, Inc., any International Foreign Exchange 
Master Agreement, or any other master agreement (any such master agreement, together with 
any related schedules, a “Master Agreement”), including any such obligations or liabilities under 
any Master Agreement.

‘System ” has the meaning set forth in the Subordinate General Resolution,

Termination Date ” has the meaning set forth in the Letter of Credit.

“Term Out Commencement Date ” means, with respect to each Advance, the earlier of (i) 
the one hundred eightieth (180th) day immediately succeeding the date the related Advance was 
made and (ii) the Letter of Credit Expiration Date.

“Tier Two Termination Notice ” means the written notice, in the form attached as Annex 
[1J to the Letter of Credit, given by the Bank to the City and the Paying Agent pursuant to 
Section 3.01 hereof.

Tier Two Termination Date ” has the meaning set forth in Section 3.01 hereof.
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Trust Assets ” has the meaning set forth in Section 2.16.

Underlying Provisions ” has the meaning set forth in Section 6,08.

Use of Criminal History Provisions has the meaning set forth in Section 8.04.

Weekly Rate ’’ has the meaning set forth in the Paying Agent Agreement.

The foregoing definitions shall be equally applicable to both the singular and plural forms 
of the defined terms. Any capitalized terms used herein which are not specifically defined herein 
shall have the same meanings herein as in the Resolution and the Paying Agent Agreement. All 
references in this Agreement to times of day shall be references to New York City time unless 
otherwise expressly provided herein. Unless otherwise inconsistent with the terms of this 
Agreement, all accounting terms shall be interpreted and all accounting determinations hereunder 
shall be made in accordance with GAAP.

Article II

Letter of Credit

Section 2.01. Issuance of Letter of Credit. Upon the terms, subject to the conditions and 
relying upon the representations and warranties set forth in this Agreement or incorporated 
herein by reference, the Bank agrees to issue the Letter of Credit (substantially in the form of
Appendix I hereto). The Letter of Credit shall be in the original stated amount of $_________
(calculated as the sum of the original principal amount of the Bonds supported by the Letter of 
Credit (i.e., $
annum for a period of___(__ ) days calculated on the basis of a year of 365 days) (the “Original
Stated Amount ”).

plus interest thereon at a maximum rate of twelve percent (12%) per

Section 2.02. Letter of Credit Drawings. The Paying Agent is authorized to make 
Drawings under the Letter of Credit in accordance with its terms. No drawing shall be made 
under the Letter of Credit for the payment of principal or purchase price of, or interest on, 
Ineligible Bonds. The City hereby directs the Bank to make payments under the Letter of Credit 
in the manner therein provided. The City hereby irrevocably approves reductions and 
reinstatements of the Stated Amount with respect to the Letter of Credit as provided in the Letter 
of Credit.

Reimbursement of Certain Drawings Under the Letter of Credit; MandatorySection 2.03.
Prepayment; Interest. (a)(i) If the conditions precedent set forth in Section 4.02 hereof are 
satisfied at the time of payment by the Bank of any Liquidity Drawing, then such Liquidity 
Drawing shall constitute an advance (“Advance ”) to the City.

The City promises to pay to the Bank the portion of each Advance corresponding to 
the interest component of the purchase price of the Bonds on the date the related Liquidity 
Drawing is honored by the Bank.

(ii)
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(iii) Subject to Section 2.03(a)(v), the City promises to pay or cause to be paid to the 
Bank the portion of each Advance corresponding to the principal component of the purchase 
price of the Bonds on the earliest to occur of (A) the date on which a substitute Credit Facility 
becomes effective in substitution of the Letter of Credit with respect to the Bonds, (B) the date 
on which the Stated Amount is permanently reduced to zero or the Letter of Credit is 
otherwise terminated in accordance with its terms (other than as a result of the Letter of Credit 
terminating on the Letter of Credit Expiration Date), including as a result of the occurrence of an 
Event of Default, (C) the Conversion Date, and (D) subject to the provisions of Section 4.02 
hereof, the related Term Out Commencement Date; provided that in the event the conditions 
precedent set forth in Section 4.02 hereof are satisfied on the Term Out Commencement Date, 
the principal portion of the related Advance shall be payable by the City as set forth in 
Section 2.03(v) hereof.

(iv) Subject to Section 2.10 hereof, the City also promises to pay to the Bank interest on 
the unpaid principal amount of each Advance from the date such Advance is made until it is paid 
in full as provided herein, at a rate per annum equal to the Bank Rate from time to time in effect, 
and such interest shall be payable by the City monthly in arrears on the first Business Day of 
each calendar month for the immediately preceding calendar month (commencing on the first 
Interest Payment Date to occur after the making of the related Advance), and on the date that the 
final principal or interest portion of such Advance is payable as herein provided.

(v) Unless otherwise paid in full on one of the dates provided above or prepaid pursuant 
to Section 2.03(b) and (c) hereof, if all of the conditions precedent set forth in Section 4.02 
hereof are satisfied on the Term Out Commencement Date, the principal portion of each 
Advance shall be payable by the City in equal semi-annual installments (“Semi-Annual Principal 
Payments”) commencing on the first Business Day of the sixth calendar month immediately 
succeeding the date such Advance is made, and on the first Business Day of each sixth calendar 
month thereafter, with the final installment in an amount equal to the entire then outstanding 
principal amount of such Advance due and payable by the City on the Amortization End Date 
(the period commencing on the date such installment is initially payable and ending on the 
Amortization End Date is referred to as the “Amortization Period”). Each Semi-Annual 
Principal Payment shall be that amount of principal which will result in equal (as nearly as 
possible) aggregate Semi-Annual Principal Payments over the applicable Amortization Period.

(b) Any Advance may be prepaid in whole or in part on the day such Advance is made. 
Any Advance may be prepaid in whole or in part without premium or penalty on any other 
Business Day upon one Business Day’s prior written notice to the Bank.

(c) Subject to Section 2.06 hereof, upon the Bank’s receipt of any payment or 
prepayment of any Advance, the amount of such Advance shall be reduced by the amount of 
such payment or prepayment.

(d) Upon honoring any Liquidity Drawing, the Bank shall be deemed to have purchased 
the Bank Bonds in respect of which such Liquidity Drawing is made, and the City shall cause the 
Paying Agent to hold such Bank Bonds for the benefit of the Bank, and register such Bank 
Bonds in the name of the Bank, or its nominee, or to otherwise deliver such Bank Bonds in
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accordance with the terms of the Custody Agreement or as otherwise directed by the Bank. 
During such time as the Bonds constitute Bank Bonds, the Rank shall have all of the rights 
granted to an Owner under the Paying Agent Agreement and the Resolution and such additional 
rights as may be granted to the Bank hereunder. The obligations of the City to pay each 
Advance may be satisfied by the payments of principal and interest on the Bonds which were 
delivered in respect of such Advance, according to their terms, the terms of the Paying Agent 
Agreement, and the terms hereof. To the extent the Bank (or the Custody Agent on behalf of the 
Bank) actually receives payment in respect of principal of or interest on any Bank Bond held by 
the Bank, including pursuant to subsection (e) below, the Advance made in connection with the 
purchase of such Bond shall be deemed to have been reduced pro tanto, with the Bank crediting 
any interest payment on the Bond received by the Bank (or the Custody Agent on behalf of the 
Bank) first to the payment of interest on such Advance and then to the payment of principal 
thereof and crediting any principal repayment received to the principal thereof. Any such 
payment or prepayment to be applied to principal of Liquidity Advances hereunder shall be 
applied to the prepayment of related Liquidity Advances in chronological order of their issuance 
hereunder, and within each Liquidity Advance in inverse order of the principal installments 
payable thereon. Following the occurrence of an Event of Default, any payments received by the 
Bank hereunder shall be applied by the Bank to the payment of the Obligations in such order as 
the Bank in its sole discretion shall determine.

(e) The City shall cause Bank Bonds to be redeemed or purchased on each date on 
which the City is required to make a principal payment on the corresponding Advance in a 
principal amount equal to the amount of such Advance so payable due on such date. The City 
shall pay interest on the Bank Bonds on each date on which the City is required to make an 
interest payment with respect to the corresponding Advance (i.e., on each Interest Payment 
Date). The payment of the principal of and interest on the Bank Bonds shall constitute payment 
of the principal of and interest on the related Advance and the payment of the principal of and 
interest on the Advance shall constitute the payment of and principal and interest on the related 
Bank Bonds and the failure to make any payment on any Advance when due shall be a failure to 
make a payment on the related Bank Bonds and the failure to make any payment on the Bank 
Bonds when due shall be a failure to make a payment on the related Advance.

Reimbursement of Certain Advances on Term Out Commencement Date. 
The City agrees to immediately reimburse (or cause to be immediately reimbursed) the Bank for 
the full amount of any Liquidity Drawing (but only if the conditions precedent contained in 
Section 4.02 hereof are not satisfied on the date of payment by the Bank of such Liquidity 
Drawing) and all other Drawings made under the Letter of Credit on the related Drawing Date. 
Unless the conditions precedent contained in Section 4.02 hereof are satisfied on the Term Out 
Commencement Date, the City agrees to reimburse the Bank for the full amount of such 
Advance on the Term Out Commencement Date. If the City does not make (or cause) the 
reimbursements required by this Section 2.04 on the dates required by this Section 2.04, such 
Reimbursement Obligation shall bear interest at the Default Rate, payable by the City upon 
demand.

Section 2.04.

Fees. The City hereby agrees to perform the obligations provided for in the 
Fee Letter, including, without limitation, the payment of any and all fees, expenses and other

Section 2.05.
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amounts provided for therein, at the times and in the amounts set forth in the Fee Letter. Without 
limiting the generality of the foregoing, in the event that the Letter of Credit is terminated or the 
Stated Amount is reduced and is not subject to reinstatement, the City shall pay to the Bank the 
fees and expenses, if any, at the times and in the amounts set forth in and as required by the Fee 
Letter. The terms and provisions of the Fee Letter are hereby incorporated herein by reference as 
if fully set forth herein. All references to amounts or obligations due hereunder or in this 
Agreement shall be deemed to include all amounts and obligations (including without limitation 
all fees and expenses) under the Fee Letter. All fees paid under this Agreement and the Fee 
Letter shall be fully earned when due and nonrefimdable when paid.

Method of Payment; Etc. All payments to be made by the City under this 
Agreement and the Fee Letter shall be made at the Payment Office of the Bank, not later than 
3:30 p.m., New York City time, on the date when due and shall be made by wire transfer in 
lawful money of the United States of America in freely transferable and immediately available 
funds. Any payment received by the Bank after 3:30 p.m., New York City time, shall be deemed 
to have been received by the Bank on the next Business Day.

Section 2.06.

Section 2.07.
of this Agreement, the Letter of Credit or any Program Document to the contrary, the City agrees 
not to terminate the Letter of Credit except upon (i) the payment by the City to the Bank of the 
fees and expenses, if any, in the amount set forth in the Fee Letter, (ii) the payment to the Bank 
of all fees, expenses and other Obligations payable hereunder and under the Fee Letter, 
including, without limitation, all principal and accrued interest due and owing on any Drawings 
or Advances and (iii) the City providing the Bank with thirty (30) days prior written notice of its 
intent to terminate the Letter of Credit. All payments from the City to the Bank referred to in 
this Section 2.07 shall be made with immediately available U.S. Dollars on or before the date of 
termination.

Termination of Letter of Credit by the City. Notwithstanding any provisions

Computation of Interest and Fees. Fees payable hereunder and under the 
Fee Letter shall be calculated on the basis of a year of 360 days and the actual number of days 
elapsed. All computations of interest payable by the City under this Agreement shall be made on 
the basis of a year of 365 or 366 days, as the case may be, and actual number of days elapsed. 
Interest shall accrue during each period during which interest is computed from and including the 
first day thereof to but excluding the last day thereof.

Section 2.08.

Section 2.09.
any sum becomes payable pursuant to this Agreement or the Fee Letter on a day which is not a 
Business Day, the date for payment thereof shall be extended, without penalty, to the next 
succeeding Business Day, and such extended time shall be included in the computation of 
interest and fees.

Payment Due on Non-Business Day To Be Made on Next Business Day. If

Late Payments. If the principal amount of any Obligation is not paid whenSection 2.10.
due, such Obligation shall bear interest until paid in full at a rate per annum equal to the Default 
Rate, payable by the City upon demand.
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Source of Funds. All payments made by the Bank pursuant to the Letter of 
Credit shall be made from funds of the Bank, and not from the funds of any other Person.

Section 2.11.

Extension of Letter of Credit Expiration Date. If the City on any date not 
earlier than one hundred eighty (180) days and not later than ninety (90) days prior to the then 
current Letter of Credit Expiration Date, submits to the Bank a written request for an extension 
of the Letter of Credit Expiration Date in the form of Exhibit C hereto for a period as specified in 
such written request, the Bank will make reasonable efforts to respond to such request within 
sixty (60) days after receipt of all information necessary, in the Bank’s reasonable judgment, to 
permit the Bank to make an informed credit decision. In the event the Bank fails to definitively 
respond to such request within such period of time, the Bank shall be deemed to have refused to 
grant the extension requested. The Bank may, in its sole and absolute discretion, decide to 
accept or reject any such proposed extension and no extension shall become effective unless the 
Bank shall have consented thereto in writing. The consent of the Bank, if granted, shall be 
conditioned upon the preparation, execution and delivery of documentation in form and 
substance reasonably satisfactory to the Bank and consistent with this Agreement and the Letter 
of Credit. If such an extension request is accepted by the Bank in its sole and absolute 
discretion, the then current Letter of Credit Expiration Date shall be extended to the date agreed 
to by the City and the Bank.

Section 2.12.

Net of Taxes, Etc.Section 2.13.

(a) Taxes. Any and all payments to the Bank by the City hereunder and under the Fee 
Letter shall be made free and clear of and without deduction for any and all taxes, levies, 
imposts, deductions, charges, withholdings or liabilities imposed thereon by any jurisdiction, 
taxing authority or taxing jurisdiction in which the Bank is organized, has its principal place of 
business, is managed and controlled or from which or through which payments to or from the 
Bank are made (each a “Taxing Jurisdiction”) excluding, however, taxes imposed on or 
measured by the net income or capital of the Bank by any jurisdiction or any political 
subdivision thereof or any other taxing authority solely as a result of a connection between the 
Bank and such jurisdiction or political subdivision (all such non-excluded taxes, levies, imposts, 
deductions, charges, withholdings and liabilities being hereinafter referred to as “Taxes”). If the 
City shall be required by Law to withhold or deduct any Taxes imposed by any Taxing 
Jurisdiction from or in respect of any sum payable hereunder or under the Fee Letter to the Bank, 
(i) the sum payable shall be increased as may be necessary so that after making all required 
deductions (including deductions applicable to additional sums payable under this Section 2.13), 
the Bank receives an amount equal to the sum it would have received had no such deductions 
been made; (ii) the City shall make such deductions; and (iii) the City shall pay the full amount 
deducted to the relevant Taxing Jurisdiction in accordance with applicable Law. If the City shall 
make any payment under this Section 2.13 to or for the benefit of the Bank with respect to T axes 
and if the Bank shall claim any credit or deduction for such Taxes against any other taxes 
payable by the Bank to any Taxing Jurisdiction then the Bank shall pay to the City an amount 
equal to the amount by which such other taxes are actually reduced; provided that the aggregate 
amount payable by the Bank pursuant to this sentence shall not exceed the aggregate amount 
previously paid by the City with respect to such Taxes. In addition, the City agrees to pay any 
present or future stamp, recording or documentary taxes and any other excise or property taxes,
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charges or similar levies that arise under any Taxing Jurisdiction from any payment made 
hereunder or under the Fee Letter or from the execution or delivery or otherwise with respect to 
this Agreement (hereinafter referred to as “Other Taxes ”). The Bank shall provide to the City 
within a reasonable time a copy of any written notification it receives with respect to Taxes or 
Other Taxes owing by the City to the Bank hereunder; provided that the Bank’s failure to send 
such notice shall not relieve the City of its obligation to pay such amounts hereunder. The City 
may conduct a reasonable contest of any such Taxes with the prior written consent of the Bank 
which consent shall not be unreasonably withheld, provided that the City shall have first paid to 
the Bank all amounts owing under this Section 2.13(a) (including any amounts subject to such 
contest); and further provided that the Bank shall promptly return to the City, after demand, such 
amounts so paid if the City prevails in any such contest.

(b) Indemnity. The City shall, to the fullest extent permitted by Law and subject to the 
provisions hereof, indemnify the Bank for the full amount of Taxes and Other Taxes including 
any Taxes or Other Taxes imposed by any Taxing Jurisdiction on amounts payable under this 
Section 2.13 paid by the Bank or any liability (including penalties, interest and expenses) arising 
therefrom or with respect thereto, whether or not such Taxes or Other Taxes were correctly or 
legally asserted; provided that the City shall not be obligated to indemnify the Bank for any 
penalties, interest or expenses relating to Taxes or Other Taxes arising from the Bank’s gross 
negligence or willful misconduct. The Bank agrees to give notice to the City of the assertion of 
any claim against the Bank relating to such Taxes or Other Taxes as promptly as is practicable 
after being notified of such assertion; provided that the Bank’s failure to notify the City promptly 
of such assertion shall not relieve the City of its obligation under this Section 2.13. Payments by 
the City pursuant to this indemnification shall be made within sixty (60) days from the date the 
Bank makes written demand therefor, which demand shall be accompanied by a certificate 
describing in reasonable detail the basis thereof. The Bank agrees to repay to the City any refund 
(including that portion of any interest that was included as part of such refund) with respect to 
Taxes or Other Taxes paid by the City pursuant to this Section 2.13 received by the Bank for 
Taxes or Other Taxes that were paid by the City pursuant to this Section 2.13 and to contest, with 
the cooperation and at the expense of the City, any such Taxes or Other Taxes which the Bank or 
the City reasonably believes not to have been properly assessed. This paragraph shall not be 
construed to require the Bank to make available its tax returns (or any other information relating 
to its Taxes that it deems confidential) to the City or any other Person.

(c) Notice. Within thirty (30) days after the date of any payment of Taxes or Other 
Taxes by the City, the City shall furnish to the Bank, the original or a certified copy of a receipt 
evidencing payment thereof.

(d) Survival of Obligations. The obligations of the City under this Section 2.13 shall 
survive the termination of this Agreement.

Increased Costs, (a) If the Bank or any Participant shall have determinedSection 2.14.
that the adoption or implementation of, or any change in, any law, rule, treaty, regulation, policy, 
guideline, supervisory standard or directive of, or any change in the interpretation, 
implementation, or administration thereof by, any Governmental Authority (in each case, 
whether or not having the force of law), or compliance by the Bank or any Participant with any
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request by or directive of any Governmental Authority (in each case, whether or not having the 
force of law), including but not limited to any such law, rule, regulation, policy, guideline, 
standard, directive, interpretation, application or promulgation implementing, invoking or in any 
way related to any provision of the Dodd-Frank Wall Street Reform and Consumer Protection 
Act (or any other statute referred to therein or amended thereby), regardless of the date enacted, 
adopted or issued, or any rules, guidelines, standards, policies, regulations, or directives 
promulgated by the Basel Committee on Banking Supervision or the Bank for International 
Settlements (or any successor or similar organizations), regardless of the date enacted, adopted 
or issued, shall:

change the basis of taxation of payments to the Bank or such Participant of 
any amounts payable hereunder or under the Fee Letter (except for taxes on the overall 
net income of the Bank or such Participant); or

(i)

impose, modify or deem applicable any reserve, liquidity, capital or 
liquidity ratio, special deposit, insurance premium, fee, financial charge, monetary 
burden or similar requirement against funding any Drawing under the Letter of Credit or 
maintaining the Letter of Credit, or making any Advance under, or complying with any 
term of, this Agreement, or against assets held by, or deposits with or for the account of, 
the Bank or such Participant; or

(ii)

(iii)
cost regarding this Agreement, any Drawings or Advances, or the Letter of Credit;

impose on the Bank or such Participant any other condition, expense or

and the result of any event referred to in clause (i), (ii) or (iii) above shall be to increase 
the cost to the Bank or such Participant of funding any Drawing under the Letter of 
Credit or maintaining the Letter of Credit, or making any Advance under, or complying 
with any term of, this Agreement or the Letter of Credit or to reduce the amount of any 
sum received or receivable by the Bank or such Participant hereunder or under the Fee 
Letter (each such instance, referred to individually herein as a “Reduction in Amount” 
and, collectively as “Reductions in Amount ”)> then the City shall pay to the Bank at such 
time and in such amount as is set forth in paragraph (c) of this Section 2.14, such 
additional amount or amounts as will compensate the Bank or such Participant for such 
increased costs or Reductions in Amount.

The Bank or Participant (as the case may be) shall use commercially reasonable efforts to 
provide to the City, as soon as reasonably practicable after a Responsible Officer (as hereinafter 
defined) has actual knowledge that the Bank or Participant (as the case may be) has determined 
to demand additional compensation under this Section 2.14(a) and the amount thereof, written 
notice of the occurrence or expected occurrence of any event referred to in clause (i), (ii) or (iii) 
above, setting forth in reasonable detail the amount or amounts of such additional compensation 
(such notice, a “Yield Protection Demand Notice ”) and the date or anticipated date upon which 
the Bank or Participant is demanding or expects to make such demand upon the City. Subject to 
the third full paragraph of Section 2.14(c) hereof, in the event that the City pays all outstanding 
Obligations and effects the termination of the Letter of Credit (the date of such payment and 
termination, the “Section 2.14 Termination Date”), then the City shall not be obligated to pay
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any compensation set forth in such Yield Protection Demand Notice for any increased costs or 
Reductions in Amount incurred or suffered during, or relating to, any period after the Section 
2.14 Termination Date. The City and the Bank agree that the intent of this provision is solely to 
assist the City in managing its financing costs and that the Bank shall have no liability of any 
kind for failure to timely provide a Yield Protection Demand Notice. All such amounts will be 
payable as set forth in Section 2.14(c) hereof. As used in this provision, “Responsible Officer" 
means the officer of the Bank to whom notices to the Bank are required to be addressed under 
Section 9.02.

Notwithstanding the foregoing, a failure or delay by the Bank or any Participant to 
deliver to the City a Yield Protection Demand Notice shall in no event relieve the obligation of 
the City of any obligation under this Section 2.14(a). Additionally, nothing set forth in this 
Section 2.14(a) shall limit the obligation of the City to pay to the Bank any increased cost 
imposed upon the Bank related to any event referred to in clause (i), (ii) or (iii) of this 
Section 2.14(a).

(b) If the Bank or any Participant shall have determined that the adoption or 
implementation of, or any change in, any law, rule, treaty, regulation, policy, guideline, 
supervisory standard or directive of, or any change in the interpretation, implementation, or 
administration thereof by, any Governmental Authority (in each case whether or not having the 
force of law), or compliance by the Bank or any Participant with any request by or directive of 
any Governmental Authority (in each case, whether or not having the force of law), including but 
not limited to any such law, rule, regulation, policy, guideline, standard, directive, interpretation, 
application or promulgation implementing, invoking or in any way related to any provision (as 
now or hereafter amended) of the Dodd-Frank Wall Street Reform and Consumer Protection Act 
(or any other statute referred to therein or amended thereby) or any rules, guidelines, standards, 
or directives promulgated by the Basel Committee on Banking Supervision or the Bank for 
International Settlements (or any successor or similar organizations), shall impose, modify or 
deem applicable any capital or liquidity (including but not limited to contingent capital or 
liquidity) adequacy, reserve, insurance, liquidity or similar requirement (including, without 
limitation, a request or requirement that affects the manner in which the Bank or any Participant 
allocates capital or liquidity resources or reserves to its commitments) that either:

affects or would affect the amount of capital or liquidity or reserves to be 
maintained by the Bank or such Participant, or

(i)

reduces or would reduce the rate of return on the Bank’s or such 
Participant’s capital or liquidity or reserves to a level below that which the Bank or such 
Participant could have achieved but for such circumstances (taking into consideration the 
policies of the Bank or such Participant with respect to capital or liquidity adequacy or 
the maintenance of reserves) then,

(ii)

then the Bank or Participant (as the case may be) shall use commercially reasonable efforts to 
provide to the City, as soon as reasonably practicable after its Responsible Officer (as hereinafter 
defined) has actual knowledge that the Bank has determined to demand additional compensation 
for such reduction under this Section 2.14(b) and the amount thereof, written notice of the

-20-



occurrence or expected occurrence of any event referred to in clause (i) or (ii), setting forth in 
reasonable detail the amount or amounts of such additional compensation (such notice, a 
“Capital or Liquidity Adequacy Demand Notice ”) and the date or anticipated date upon which 
the Bank or Participant is demanding or expects to make such demand upon the City. Subject to 
the third full paragraph of Section 2.14(c) hereof, in the event that the City pays all outstanding 
Obligations and effects the termination of the Letter of Credit, then the City shall not be 
obligated to pay any compensation set forth in such Capital or Liquidity Adequacy Demand 
Notice for any such reduction incurred or suffered during, or relating to, any period after the 
Section 2.14 Termination Date. The City and the Bank agree that the intent of this provision is 
solely to assist the City in managing its financing costs and that the Bank shall have no liability 
of any kind for failure to timely provide a Capital or Liquidity Adequacy Demand Notice. All 
such amounts will be payable as set forth in Section 2.14(c) hereof.

Notwithstanding the foregoing, (i) a failure or delay by the Bank or any Participant to 
deliver to the City a Capital or Liquidity Adequacy Demand Notice shall in no event relieve the 
obligation of the City of any obligation under this Section 2.14(b). Additionally, nothing set 
forth in this Section 2.14(b) shall limit the obligation of the City to pay to the Bank any increased 
cost imposed upon the Bank related to any event referred to in clause (i) or (ii) of this 
Section 2.14(b).

(c) All payments of amounts referred to in this Section 2.14 shall be paid by the City, 
subject to Section 2.10 hereof, to the Bank, for its own account, or to the Participant for the 
account of such Participant, as applicable, within sixty (60) days of the date the Bank or 
Participant makes demand therefor on the City; provided that, subject to the following proviso, 
any increased costs in excess of the product of twenty basis points (0.20%) times the Original 
Stated Amount shall be paid by the City, subject to Section 2.10 hereof, to the Bank, for its own 
account, or to the Participant for the account of such Participant, as applicable, within one 
hundred twenty (120) calendar days of the date the Bank or the Participant, as applicable, makes 
demand therefor on the City; provided further that to the extent a particular amount of increased 
costs in excess of the product of twenty basis points (0.20%) times the Original Stated Amount is 
expected to be an ongoing obligation of the City (referred to herein as “Recurring Increased 
Costs ”) as determined by the Bank or the Participant, as applicable, in a written notice from the 
Bank or the Participant, as applicable, to the City, then after the first payment of such Recurring 
Increased Costs pursuant to the immediately preceding proviso, subsequent payments of such 
Recurring Increased Costs shall be due and payable within sixty (60) days of the date the Bank 
or Participant makes demand therefor on the City or on such recurring payment date as otherwise 
agreed to in writing by the Bank and the City.

The amounts demanded in the respective Yield Protection Demand Notice or Capital or 
Liquidity Adequacy Demand Notice or any other written notice from the Bank to the City 
making a demand on the City for the payment of increased costs or Reductions in Amount 
pursuant to this Section 2.14, as applicable, are intended to compensate the Bank or Participant, 
as applicable, for such increased costs or Reductions in Amount incurred by the Bank or such 
Participant as a result of any event referred to in subsections (a) or (b) above. Any Yield 
Protection Demand Notice or Capital or Liquidity Adequacy Demand Notice or any other written 
notice from the Bank to the City making a demand on the City for the payment of increased costs
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or Reductions in Amount pursuant to this Section 2.14 submitted by the Bank or any Participant 
to the City shall be conclusive as to the amount thereof absent manifest error.

The City shall not be required to compensate the Bank or any Participant pursuant to this 
Section 2.14 in respect of a period occurring more than six (6) months prior to the date the 
above-described written demand is given to the City with respect thereto (the “Cut-Off Date "), 
except where (i) the Bank or Participant, as applicable, had no actual knowledge of the action 
resulting in such increased costs, increased capital or liquidity or Reduction in Amount, as 
applicable, as of the Cut-Off Date or (ii) such increased costs, increased capital or liquidity 
or Reduction in Amount apply to the Bank or Participant retroactively to a date prior to the 
Cut-Off Date.

In making the determinations contemplated by any Yield Protection Demand Notice or 
Capital or Liquidity Adequacy Demand Notice or any other written notice from the Bank to the 
City making a demand on the City for the payment of increased costs or Reductions in Amount 
pursuant to this Section 2.14, the Bank or Participant may make and shall include in such notice 
such reasonable estimates, assumptions, allocations and the like that the Bank or Participant in 
good faith determines to be appropriate. For purposes of this Section 2.14, the term “Bank” or 
“Participant” as applicable, shall also include any entity controlling the Bank or Participant or 
the holding company thereof. For purposes of the immediately preceding sentence, “controlling” 
means the power to direct the management and policies of the Bank, directly or indirectly, 
whether through the ownership of voting rights, membership, the power to appoint members, 
trustees or directors, by contract or otherwise. The obligations of the City under this Section 2.14 
shall survive the termination of this Agreement, the Letter of Credit and repayment of all 
Obligations hereunder and under the Fee Letter.

Notwithstanding anything to the contrary in this Section 2.14 to the contrary, in the event 
the Bank grants any participation to any Participant, no such Participant shall be entitled to 
receive payment pursuant to this Section 2.14 in an amount greater than the amount which would 
have been payable had the Bank not granted a Participation to such Participant and the City’s 
liability to any Participant shall not in any event exceed that liability which the City would owe 
to the Bank but for such participation.

Section 2.15. Maximum Rate; Payment of Fee. If the rate of interest payable hereunder or 
under the Fee Letter shall exceed the Maximum Rate for any period for which interest is payable, 
then (a) interest at the Maximum Rate shall be due and payable with respect to such interest 
period; and (b) interest at the rate equal to the difference between (i) the rate of interest 
calculated in accordance with the terms hereof without regard to the Maximum Rate and (ii) the 
Maximum Rate (the “Excess Interest’’), shall be deferred until such date as the rate of interest 
calculated in accordance with the terms hereof or the Fee Letter, if applicable, ceases to exceed 
the Maximum Rate, at which time the City shall pay to the Bank, with respect to amounts then 
payable to the Bank that are required to accrue interest hereunder or under the Fee Letter, as 
applicable, such portion of the deferred Excess Interest as will cause the rate of interest then paid 
to the Bank to equal the Maximum Rate, which payments of deferred Excess Interest shall 
continue to apply to such unpaid amounts hereunder and under the Fee Letter, as applicable, until 
all deferred Excess Interest is fully paid to the Bank. Upon the termination of the Letter of
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Credit, in consideration for the limitation of the rate of interest otherwise payable hereunder and 
under the Fee Letter, the City shall pay to the Bank a fee equal to the amount of all unpaid 
deferred Excess Interest

Security of Obligations, (a) In order to secure the timely payment of all 
Reimbursement Obligations, the City hereby irrevocably pledges the Revenues and the other 
funds, assets and security described in the Subordinate General Resolution (“Trust Assets ”) to 
the Bank, which pledge of and lien on the Revenues and Trust Assets with respect to 
Reimbursement Obligations is on a parity with the pledge of and lien on the Revenues and Trust 
Assets for Subordinate Bonds set forth in the Subordinate General Resolution and subordinate 
only with respect to Senior Lien Bonds. This pledge of and lien on the Revenues and Trust 
Assets shall constitute a valid pledge of and charge and lien upon the Revenues and Trust Assets, 
shall immediately attach and be effective, binding, and enforceable against the City, its 
successors, purchasers of any of the Revenues and Trust Assets, creditors, and all others 
asserting rights therein to the extent set forth in, and in accordance with, the Subordinate General 
Resolution, irrespective of whether those parties have notice of the lien on, and pledge of the 
Revenues and Trust Assets and without the need for any physical delivery, recordation, filing or 
further act.

Section 2.16.

(b) In order to secure the timely payment of all Obligations (other than Reimbursement 
Obligations) and to secure the performance and observance of all of the covenants, agreements 
and conditions contained in this Agreement and the Program Documents to which the Bank is a 
party, the City hereby irrevocably pledges the Revenues and Trust Assets to the Bank, which 
pledge of and lien on the Revenues and Trust Assets with respect to such Obligations is 
subordinate only to the pledge of and lien on Revenues and Trust Assets for Reimbursement 
Obligations, Subordinate Bonds and Senior Lien Bonds. This pledge of and lien on the 
Revenues and Trust Assets shall constitute a valid pledge of and charge and lien upon the 
Revenues, shall immediately attach and be effective, binding, and enforceable against the City, 
its successors, purchasers of any of the Revenues and Trust Assets, creditors, and all others 
asserting rights therein to the extent set forth in, and in accordance with, the Subordinate General 
Resolution and the Supplemental Resolution, irrespective of whether those parties have notice of 
the lien on and pledge of the Revenues and Trust Assets and without the need for any physical 
delivery, recordation, filing or further act.

(c) For purposes of Section 3.02 of the Subordinate General Resolution, this 
Reimbursement Agreement is entered into under the terms of the Subordinate General 
Resolution and the Reimbursement Obligations and the Bank Bonds and interest thereon 
(representing the reimbursement obligations hereunder) are “Subordinate Bonds. 
Reimbursement Obligations and the Bank Bonds and the interest thereon is junior and 
subordinate in all respects to the Senior Lien Bonds as to lien on and source and security for 
payment from the Revenues.

The

Section 2.17. Right to Sell Bank Bonds. (a) Right to Sell Bank Bonds. The Bank 
expressly reserves the right to sell, at any time, Bank Bonds subject, however, to the express 
terms of this Agreement. The Bank agrees that such sales (other than sales made pursuant to 
Section 2.17(c) hereof) will be made only to institutional investors or other entities or individuals
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which customarily purchase variable rate demand bonds, commercial paper or other securities in 
large denominations. The Bank agrees to notify the City, the Paying Agent and the Remarketing 
Agent promptly of any such sale (other than a sale made pursuant to Section 2.17(c) hereof) and, 
if such Bank Bond is a Book Entry Bond, specifying the account at DTC to which such Bank 
Bond is credited and to notify the transferee in writing that such Bond is no longer an Eligible 
Bond so long as it remains a Bank Bond and that there may not be an investment rating assigned 
to such Bond so long as it remains a Bank Bond. Any Bank Bondholder purchasing a Bank Bond 
from the Bank shall be deemed to have agreed (i) not to sell such Bank Bond to any Person 
except the Bank or a Purchaser identified by the Remarketing Agent pursuant to Section 2.17(c) 
hereof and (ii) if such Bank Bond is a Book Entry Bond, to give all notices in the manner and by 
the time required by DTC to exclude such Bank Bond from Mandatory Tenders of Bonds while 
it remains a Bank Bond. Prior to selling a Bank Bond to a Bank Bondholder, the Bank shall 
obtain a written acknowledgment from such Bank Bondholder addressed to the Bank and the 
City stating that such Bank Bondholder (i) has agreed not to sell such Bank Bond to any Person 
except (A) the Bank, or (B) institutional investors or other entities or individuals which 
customarily purchase variable rate demand bonds, commercial paper or other securities in large 
denominations, (ii) has no right to tender the Bank Bond except as provided herein and (iii) 
acknowledges that such Bank Bonds will not be assigned a short-term rating from each Rating 
Agency then rating the Bonds.

(b) Purchase Notices. Prior to 12:00 noon (New York City time) on any Business Day 
on which a Bank Bondholder holds Bank Bonds, unless the Bank has delivered a notice of 
mandatory tender or acceleration pursuant to Section 7.02(c) hereof, the Remarketing Agent may 
deliver a notice (a “Purchase Notice ”) to a Bank Bondholder and to the Bank stating that it has 
located a purchaser (the “Purchaser”) for some or all of such Bank Bonds and that such 
Purchaser desires to purchase, on the Business Day following the Business Day on which a Bank 
Bondholder receives, prior to 12:00 noon New York City time, a Purchase Notice (a “Sale 
Date”), an Authorized Denomination of such Bonds at a price equal to the principal amount 
thereof, plus any accrued interest thereon to be paid on the Sale Date as provided in Section 2.03 
hereof (calculated as if such Bonds were not Bank Bonds) (the “Sale Price”), in which event the 
Remarketing Agent shall be entitled to remarket and sell the Bank Bonds as herein provided.

(c) Sale of Bank Bonds. A Bank Bondholder shall decide whether to sell any Bank 
Bonds to any Purchaser and shall give notice of such decision to the City and the Remarketing 
Agent by 2:00 p.m. New York City time, on the Business Day preceding the Sale Date. In the 
event such notice is not timely delivered by a Bank Bondholder, such Bank Bondholder shall be 
deemed to have determined to sell such Bank Bonds to a Purchaser on the Sale Date (subject to 
receipt by it of the funds called for by the next following sentence). If a Bank Bondholder 
determines or is deemed to have determined to sell such Bank Bonds to a Purchaser, such Bank 
Bondholder shall deliver such Bank Bonds to the Paying Agent (or, in the case of Bank Bonds 
which are Book Entry Bonds, shall cause the beneficial ownership thereof to be credited to the 
account of the Remarketing Agent at DTC) by 10:00 a.m. (New York City time) on the Sale 
Date against receipt of the Sale Price therefor in immediately available funds in the Bond 
Purchase Fund or at the Bank Bondholder's address listed in the Bond Register, and such Bonds 
shall thereupon no longer be considered Bank Bonds; provided that, in the event that the Bank 
Bondholder has not delivered Bank Bonds as provided above and the Sale Price therefor has
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been credited to the Bond Purchase Fund as provided above, such Bank Bonds shall be deemed 
to have been delivered and such Bonds shall no longer be considered Bank Bonds. When Bank 
Bonds are purchased in accordance with this Section 2.17(c), the Paying Agent shall, upon 
receipt of such Bank Bonds and upon receipt by such Bank Bondholder of the Sale Price, notify 
the City that such Bonds are no longer Bank Bonds. Any interest accrued on the Bank Bonds 
shall be paid to the Bank as provided in Section 2.03 hereof. Any sale of a Bank Bond pursuant 
to this Section 2.17 shall be without recourse to the seller and without representation or warranty 
of any kind. If a Bank Bondholder notifies the Paying Agent and the Remarketing Agent, as 
provided in the first sentence of this Section 2.17(c), that it will not sell its Bank Bonds, the 
Paying Agent shall notify the City, the Remarketing Agent, the Bank and such Bank Bondholder 
that as of the Sale Date such Bond or Bonds shall no longer constitute Bank Bonds and such 
Bonds shall be deemed to have been remarketed to the Bank Bondholder and the Available 
Amount shall be appropriately increased.

(d) Rights of Bank Bondholders. Upon purchasing Bank Bonds, Bank Bondholders 
shall be Bondholders. Upon purchasing Bank Bonds, Bank Bondholders shall be recognized by 
the City and the Paying Agent as the true and lawful owners (or, in the case of Book Entry 
Bonds, beneficial owners) of the Bank Bonds, free from any claims, liens, security interests, 
equitable interests and other interests of the City, except as such interests might exist under the 
terms of the Bank Bonds with respect to all Bondholders (or, in the case of Book Entry Bonds, 
beneficial owners) of the Bonds.

Article III

Bond Operations

Tier Two Termination, (a) Upon the Paying Agent’s receipt of a Tier Two 
Termination Notice given by the Bank pursuant to this Section 3.01 and not rescinded, no Bonds 
may be remarketed after the sixtieth (60th) day (or such earlier day as may be provided in 
Section 3.01(b) hereof) following the date of delivery of such Tier Two Termination Notice (the 
“Tier Two Termination Date”) and on the Tier Two Termination Date, the Paying Agent shall 
make the final Drawing under the Letter of Credit to provide for the payment of Bonds which are 
outstanding on the Tier Two Termination Date.

Section 3.01.

(b) The Bank may deliver a Tier Two Termination Notice in the form of Annex [I] 
attached to the Letter of Credit at any time when it has been determined by the Bank in its sole 
and absolute discretion that the Bank is unable to comply with any of the Equal Employment 
Practices, the Child Support Provisions, the Measure If Ordinance or the Use of Criminal History 
Provisions as a result of any change in the Bank’s policies after the Closing Date. A Tier Two 
Termination Notice (or New Tier Two Termination Notice, as applicable) shall be effective 
when received by the Paying Agent; provided, however, that a Tier Two Termination Notice (or 
New Tier Two Termination Notice, as applicable) received by the Paying Agent after 12:00 noon 
New York City time, on any day shall be effective on the next succeeding day. Notwithstanding 
the foregoing, in the event any monetary or civil penalties are imposed on the Bank as a result of 
its inability to comply with one or more provisions of the Equal Employment Practices, the Child
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Support Provisions, the Measure H Ordinance or the Use of Criminal History Provisions as a 
result of any change in the Bank’s policies after the Closing Date, then upon the Bank’s delivery 
of a revised Tier Two Termination Notice (in the form of Annex [J] attached to the Letter of 
Credit) setting forth a new Tier Two Termination Date (which may be sooner than the original 
Tier Two Termination Date, but in any event not sooner than the earliest to occur of (a) the 15th 
day following the Paying Agent’s receipt of the revised Tier Two Termination Notice, or (b) the 
original Tier Two Termination Date), the Paying Agent shall make the final Drawing under the 
Letter of Credit on such new Tier Two Termination Date to provide for the payment of Bonds 
which are outstanding on the Tier Two Termination Date. A Tier Two Termination Notice may 
be given by facsimile or electronic mail transmission, confirmed in writing within twenty-four 
(24) hours, but the failure to so confirm such Tier Two Termination Notice in writing shall not 
render such Tier Two Termination Notice ineffective. The Bank will furnish a copy of any Tier 
Two Termination Notice to the City and the Dealer promptly following delivery thereof to the 
Paying Agent, but the failure to furnish any such copy shall not render ineffective such Tier Two 
Termination Notice. Notwithstanding any provisions of this paragraph to the contrary, in the 
event (1) the City provides a waiver or exemption to the Bank which states that the Bank (x) is 
not required to comply with the Equal Employment Practices, the Child Support Provisions, the 
Measure H Ordinance or the Use of Criminal History Provisions, as applicable, (y) is not in 
violation of the Equal Employment Practices, the Child Support Provisions, the Measure H 
Ordinance or the Use of Criminal History Provisions, as applicable and/or (z) is not required to 
satisfy any monetary or civil penalties imposed on the Bank related to the Equal Employment 
Practices, the Child Support Provisions, the Measure H Ordinance or the Use of Criminal History 
Provisions, as applicable, and (2) the Bank receives a City Attorney’s opinion or other opinion of 
counsel satisfactory to the Bank confirming the foregoing, the Bank shall immediately rescind 
the Tier Two Termination Notice and such Tier Two Termination Notice shall no longer be 
effective.

Article IV

Conditions Precedent

Conditions Precedent to Issuance of the Letter of Credit. As conditions 
precedent to the obligation of the Bank to issue the Letter of Credit, the City shall provide to the 
Bank on the Closing Date, each in form and substance satisfactory to the Bank and the Bank’s 
counsel, Chapman and Cutler LLP (hereinafter, “Bank’s Counsel”)-.

Section 4.01.

(a) Approvals. The Bank shall have received (1) executed originals of this 
Agreement and the Fee Letter duly executed by the City and copies of all action taken by 
the City (including, without limitation, the Resolution and the Paying Agent Agreement) 
approving the execution and delivery by the City of this Agreement and the Fee Letter, in 
each case, certified by an authorized official of the City as complete and correct as of the 
date hereof and (2) executed or certified copies, as applicable, of each of the other 
Program Documents (except the Bonds) to which the City is a party, together with a 
certificate of an Authorized City Representative of the City, dated the Closing Date, 
stating that such Program Documents and approvals are in full force and effect on the
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Closing Date and have not been amended, repealed, rescinded, or supplemented in any 
manner, except for such amendments made in accordance with the express terms of such 
Program Documents for which the City has provided notice to the Bank prior to the 
Closing Date.

(b) Certificate and Incumbency of City Officials. The Bank shall have 
received (1) an incumbency and specimen signature certificate of the City in respect of 
each of the officials who is authorized to (i) sign this Agreement and the Fee Letter on 
behalf of the City and (ii) take actions for the City under this Agreement, the Fee Letter 
and the other Program Documents (to which the City is a party) with respect to the Bonds 
and (2) a certificate of an Authorized City Representative of the City, dated the Closing 
Date, certifying that (A) each of the City’s representations and warranties contained 
herein and the other Program Documents to which the City is a party is true and correct 
on and as of the Closing Date as though made on and as of such date, (B) no Default or 
Event of Default has occurred and is continuing or will result from the execution and 
delivery by the City of this Agreement, the Fee Letter or the issuance of the Letter of 
Credit, (C) since June 30, 2017, except as disclosed to the Bank in writing, there has been 
no Material Adverse Change and there has been no material adverse change in the laws, 
rules or regulations (or their interpretation or administration) and no material litigation is 
ongoing with respect to the City, in any case, that may adversely affect the consummation 
of the transactions contemplated hereby or by any Program Document or result in a 
Material Adverse Effect, (D) all conditions precedent set forth in the Resolution and the 
Paying Agent Agreement with respect to issuance of the Bonds shall have been satisfied 
and (E) the City has not received notice from the Rating Agencies that the long-term 
unenhanced ratings of Parity Debt have been withdrawn, reduced or suspended since the 
dated date of the Rating Documentation.

(c) Opinion of Bond Counsel. The Bank shall have received a written opinion 
of Bond Counsel, addressed to the Bank, dated the Closing Date, with respect to due 
authorization and enforceability of the Resolution and the Paying Agent Agreement, in 
the form and substance acceptable to the Bank. In addition, the Bank shall have received 
a letter from Bond Counsel authorizing the Bank to rely on the final approving opinion of 
Bond Counsel delivered to the City in respect of the Bonds.

(d) Opinion of City Attorney. The Bank shall have received a written opinion 
of the City Attorney, addressed to the Bank, dated the Closing Date in the form and 
substance agreed to by the City Attorney and the Bank, to the effect that: (i)this 
Agreement, the Fee Letter and the Bonds have been duly authorized, executed and 
delivered by the City and are the valid and binding obligations of the City enforceable in 
accordance with their respective terms, except as may be limited by the valid exercise of 
judicial discretion and the constitutional powers of the United States of America and to 
valid bankruptcy, insolvency, reorganization or moratorium, fraudulent conveyance or 
other similar laws applicable to the City and equitable principles relating to or affecting 
creditors’ rights generally from time to time; (ii) the execution and delivery by the City of 
this Agreement, the Fee Letter and the Bonds does not violate the constitution or laws of 
the State; and (iii) the City Council on behalf of the City has taken all actions, and has
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obtained any approvals, necessary to the authorization, execution, delivery and 
performance by the City of this Agreement, the Fee Letter and the Bonds.

(e) Reserved.

(f) No Default, Etc. No Event of Default shall have occurred and be 
continuing as of the date hereof or will result from the execution and delivery by the City 
of this Agreement, the Fee Letter and the Bonds or the issuance of the Letter of Credit. 
The representations and warranties and covenants made by the City in Article V hereof 
shall be true and correct in all material respects on and as of the Closing Date, as if made 
on and as of such date.

Financial Information. The Bank shall have received copies of (i) the 
System’s audited financial statements for the Fiscal Year ended June 30, 2017; (ii)the 
System’s unaudited quarterly financial statements for each subsequent Fiscal Quarter 
ending 45 days or more prior to Closing Date, (iii) the Investment Policy of the City 
applicable to the System and (iv) the Swap Policy of the City applicable to the System.

(g)

(h) Legality; Material Adverse Change. The Bank shall have determined (in 
its sole discretion) that (i) none of the making of any Drawings or Advances, the issuance 
of the Letter of Credit or the consummation of any of the transactions contemplated by 
the Resolution, the Paying Agent Agreement, the Bond, the Bank Bonds, this Agreement 
or the Fee Letter will violate any law, rule, guideline or regulation applicable to the City, 
the System, the Bank, this Agreement or any other Program Document; and (ii) no 
material adverse change in the ratings, financial condition, business, assets, liabilities or 
prospects of the City or the System shall have occurred since June 30, 2017, except as 
disclosed in writing to the Bank prior to the Closing Date, which would be reasonably 
likely to result in a Material Adverse Effect; and (iii) there has been no material adverse 
change in the laws, rules or regulations (or their interpretation or administration) that, in 
any case, may adversely affect the consummation of the transactions contemplated 
hereby or by any Program Document.

(i) Litigation. Prior to the Closing Date, the Bank shall have received a 
written description of all actions, suits or proceedings pending or, to the City’s 
knowledge, threatened against the City in any court or before any arbitrator of any kind 
or before or by any governmental or non-governmental body which could reasonably be 
expected to result in a Material Adverse Effect, if any, and such other statements, 
certificates, agreements, documents and information with respect thereto as the Bank may 
reasonably request, and all such matters shall be acceptable to the Bank in its sole 
discretion.

Fees, Etc. The Bank shall have received payment of the fees, costs and 
expenses to be paid on or prior the Closing Date referred to in Section 9.06 hereof and 
pursuant to the Fee Letter.

0)
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(k) Ratings. The Rank shall have received written confirmation that (i) the 
Bonds have been assigned long and short-term ratings of at least “AA-” and “A-1+,” 
respectively, (or its equivalent) by S&P, and “AA” and “F1+,” respectively, (or its 
equivalent) by Fitch, after giving effect to the Letter of Credit and (ii) the unenhanced 
Parity Debt shall have been rated “Aa3” (or its equivalent) by Moody’s and “AA-“ (or its 
equivalent) by S&P and Fitch (referred to herein as the “Rating Documentation ”).

(1) Bank Bond CUSIP and Rating. The Bank shall have received written
) has been obtained from Standard 

and Poor’s CUSIP Services for the Bank Bonds and (ii) a long-term rating of at least 
(or its equivalent) or better by Fitch has been obtained for the Bank Bonds (and 

its related CUSIP number) from any Rating Agency.

confirmation that (i) a CUSIP number (No.

(m) Issuance of Subordinate Bonds. The Bank shall have received satisfactory 
written evidence with respect to the satisfaction of all conditions precedent to the 
issuance of Subordinate Bonds under the Subordinate General Resolution, including, 
without limitation, satisfactory written evidence of the conditions set forth in Section 3.09 
of the Subordinate General Resolution and of the tests required to be satisfied under 
Section 3.11 of the Subordinate General Resolution with respect to the Bonds, the 
Reimbursement Obligations and the Bank Bonds.

Conditions Precedent to Advance and Term Out. The making of each 
Advance on the related Drawing Date pursuant to Section 2.03(a)(i) and the extension of the 
maturity of each Advance on the Term Out Commencement Date pursuant to Section 2.03(a)(v), 
arc subject to the satisfaction on such Drawing Date and the Term Out Commencement Date, 
respectively, of each of the following conditions precedent: (a) the representations and 
warranties contained in Article V of this Agreement are true and correct in all material 
respects as of such date; and (b) no event has occurred and is continuing which constitutes a 
Default or Event of Default. For the avoidance of doubt, as provided in Section 2.03(a)(ii) 
hereof, the portion of each Advance corresponding to the interest component of the purchase 
price of the Bonds shall be due and payable on the date of the relevant Drawing.

Section 4.02.

Unless the City shall have previously advised the Bank in writing that (i) any or all of the 
representations and warranties contained in Article V of this Agreement are not true and correct 
in any material respect as of a Drawing Date or the Term Out Commencement Date or (ii) any 
event has occurred and is continuing, or would result from the Bank honoring a Drawing, 
making an Advance, or extending the maturity of an Advance which constitutes a Default or 
Event of Default, then the City shall be deemed to have represented and warranted on such 
Drawing Date or the Term Out Commencement Date, whichever is applicable, that (A) the 
representations and warranties contained in Article V of this Agreement are true and correct in 
all material respects as of such date and (B) no event has occurred and is continuing as of such 
date which constitutes a Default or Event of Default.
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Article V

Representations and Warranties

In order to induce the Bank to enter into this Agreement and the Fee Letter and to issue 
the Letter of Credit, the City represents and warrants to the Bank as follows:

Existence and Power. The City is a municipal corporation and charteredSection 5.01.
city duly organized and existing under and by virtue of the laws of the State of California and the 
Charter as may be amended from time to time, and is (and was, as applicable) possessed of full 
powers to own and lease (as lessor and lessee) real and personal property, to own and operate the 
System, and to execute and deliver this Agreement, the Fee Letter, the Paying Agent Agreement, 
each Remarketing Agreement, the Bonds (including the Bank Bonds), the Senior Lien 
Resolution, the Subordinate General Resolution, the Resolution, the Supplemental Resolution 
(collectively, the “City Documents”), which powers have been validly exercised in connection 
with the transactions contemplated or effected by this Agreement and the other Program 
Documents.

Due Authorization, (a) The City has the corporate power, and has taken all 
necessary corporate action to (i) authorize the City Documents, and to execute, deliver and 
perform its obligations under this Agreement and each of the other City Documents in 
accordance with their respective terms, (ii) issue and sell the Bonds as provided in the Program 
Documents and make payment of principal and interest, if any, on the Bonds (including the Bank 
Bonds) and to pay the Obligations at the times and in the manner set forth herein and 
(iii) possess, manage and operate the System. The City has approved the form of the Program 
Documents to which it is not a party.

Section 5.02.

(b) The City is duly authorized to own Property and the System and to operate its 
business under the laws, rulings, regulations and ordinances of all Governmental Authorities 
having the jurisdiction to license or regulate the System and the City has obtained all requisite 
approvals of all such governing bodies required to be obtained for such purposes. All 
Governmental Approvals necessary for the City to execute and deliver the City Documents and 
to perform the transactions contemplated hereby and thereby and to conduct its business 
activities and own its Property have been obtained and remain in full force and effect and are 
subject to no further administrative or judicial review. No other Governmental Approval or 
other action by, and no notice to or filing with, any Governmental Authority is required for the 
due execution, delivery and performance by the City of this Agreement or the due execution and 
delivery or performance by the City of the City Documents.

(c) The current collection of Revenues and the management of the System and the 
accounting and recordkeeping therefor are in material compliance with all applicable state and 
federal laws and all applicable resolutions, ordinances and rules of the City.

Valid and Binding Obligations. This Agreement has been duly executed 
and delivered by one or more duly authorized officers of the City, and each of the City 
Documents, when executed and delivered by the City, as applicable, is or will be (as applicable),

Section 5.03.
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a legal, valid and binding obligation of the City enforceable in accordance with its terms, except 
as such enforceability may be limited by (a) the effect of any applicable bankruptcy, insolvency, 
reorganization, moratorium or similar law affecting creditors' rights generally, and (b) general 
principles of equity (regardless of whether such enforceability is considered in a proceeding in 
equity or at law).

Section 5.04.
performance by the City of this Agreement and the other City Documents and the other 
documents contemplated hereby and thereby are within the powers of City, have been duly 
authorized by all necessary actions and (i) do not contravene the Charter as amended or the City 
Administrative Code or any law, rule, regulation, order, writ, judgment, injunction, decree, 
determination or award or any indenture, agreement, lease, instrument or other contractual 
restriction binding on or affecting the City, (ii) except as provided in or contemplated by this 
Agreement and the other City Documents, do not result in or require the creation of any Lien, 
security interest or other charge or encumbrance upon or with respect to any asset of the City, 
(iii) do not and will not violate any Laws (including, without limitation, Regulations T, U or X of 
the FRB, or any successor regulations) and (iv) do not and will not conflict with, result in a 
breach of or constitute a default under any contract to which the City is a party or by which it or 
any of its Property (including, without limitation, the System) may be bound. The City is not in 
violation of or in default in any respect under any law, rule, regulation, order, writ, judgment, 
injunction, decree, determination or award or any indenture, agreement, lease, instrument or 
other contractual restriction or any City Document. The City and the System are in compliance 
with all Laws, except for such noncompliance that, singly or in the aggregate, has not caused or 
is not reasonably expected to cause a Material Adverse Effect.

Noncontravention; Compliance with. Law. The execution, delivery and

Pending Litigation and Other Proceedings. There is no action, suit orSection 5.05.
proceeding pending in any court, any other Governmental Authority with jurisdiction over the 
City or the System or any arbitration in which service of process has been completed against the 
City or, to the knowledge of the City, any other action, suit or proceeding pending or threatened 
in any court, any other Governmental Authority with jurisdiction over the City or the System or 
any arbitrator, in either case against the City (including, without limitation, the ability of the City 
to establish and collect rates for use of the System), affecting the existence of the City or the 
System, the title of any executive officials to their respective offices, the System or affecting or 
seeking to prohibit, restrain or enjoin the execution or delivery of this Agreement or any other 
City Document, or in any way contesting or affecting the validity or enforceability of the Bonds 
(including Bank Bonds), this Agreement, any other City Document or any Obligation or 
contesting the tax-exempt status of the Bonds, or contesting the powers of the City or any 
authority for the issuance of the Bonds (including Bank Bonds), the execution and delivery of 
this Agreement or the other City Documents, nor, to the best, knowledge of the City, is there any 
basis therefor, which, if determined adversely to the City (i) would adversely affect the validity 
or enforceability of, or the authority or ability of the City to perform its obligations under, this 
Agreement or any other City Documents, (ii) would, in the reasonable opinion of the City, have a 
Material Adverse Effect, (iii) would adversely affect the exclusion of interest on the Bonds from 
gross income for Federal income tax purposes or the exemption of such interest from State of 
California personal income taxes or (iv) which could reasonably be expected to result in a 
Material Adverse Effect, except any action, suit or proceeding which has been brought prior to
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the Closing Date as to which the Bank has received an opinion of counsel satisfactory to the 
Bank, in form and substance satisfactory to the Bank and the Bank’s legal counsel, to the effect 
that such action, suit or proceeding is without substantial merit.

Section 5.06. Financial Statements. (a)(i) The financial statements of the System 
delivered to the Bank pursuant Section 4.01(g) and the related consolidated statements of 
activities and changes in net assets and the related consolidated statements of cash flows, and 
accompanying notes thereto, tire complete and correct and fairly present the financial condition 
of the System in all material respects as of the dates thereof and the results of its operations for 
the periods then ended, in each case in conformity with GAAP. Since June 30, 2017, there has 
been no Material Adverse Change in the business, financial position, or results of operations of 
the System.

The financial statements of the System most recently delivered to the Bank 
pursuant Section 6.05(a) and the related consolidated statements of activities and changes in net 
assets and the related consolidated statements of cash flows, and accompanying notes thereto, are 
complete and correct and fairly present the financial condition of the System in all material 
respects as of the dates thereof and the results of its operations for the periods then ended, in 
each case in conformity with GAAP.

(ii)

(b) Except as fully reflected in the financial statements of the System and except for the 
City’s obligations set forth m this Agreement and the other City Documents, there arc as of the 
date hereof no liabilities or obligations with respect to the City of any nature whatsoever 
(whether absolute, accrued, contingent or otherwise and whether or not due) which, in the 
aggregate, would be material to the System. The City does not know of any basis for the 
assertion against the City of any liability or obligation of any nature whatsoever that is not fully 
reflected in the financial statements included provided to the Bank which, in the aggregate, could 
be material to the System.

Section 5.07. Employee Benefit Plan Compliance. The City has no funding liability or 
obligation currently due and payable with respect to any employee benefit plan which could 
reasonably be expected to result in a Material Adverse Effect. The City is otherwise in 
compliance with the terms of any such plan in which the City participates to the extent any such 
failure to comply could reasonably be expected to result in a Material Adverse Effect. The City 
currently has a Plan which is in compliance in all respects with the requirements of the 
applicable Laws of the State of California, including without limitation the obligation to pay 
contributions on behalf of its employees in accordance therewith, and the City has no Plan which 
is subject to the requirements of ERISA. No condition exists or event or transaction has 
occurred with respect to any Plan which could reasonably be expected to result in the incurrence 
by the City of any material liability, fine or penalty.

No Defaults. No default by the City has occurred and is continuing in the 
payment of the principal of or premium, if any, or interest on any Parity Debt or Senior Debt 
including, without limitation, regularly scheduled payments on any Swap Agreements which 
constitute Parity Debt. No bankruptcy, insolvency or other similar proceedings pertaining to the 
City or any agency or instrumentality of the City are pending or presently contemplated. No

Section 5.08.
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Default or Event of Default has occurred and is continuing hereunder. No “default” or 
“event of default” under, and as defined in, any of the other City Documents has occurred and 
is continuing. The City is not presently in default under any material agreement to which it 
is a party which could reasonably be expected to have a Material Adverse Effect. The City is not 
in violation of any material term of the organizational documents or authorizing legislation 
applicable to the City or any material term of any bond indenture or agreement to which it is a 
party or by which any of its Property (including, without limitation, the System) is bound which 
could reasonably be expected to result in a Material Adverse Effect.

Section 5.09. Insurance. The City currently maintains a system of self-insurance or 
insurance coverage with insurance companies believed by the City to be capable of performing 
their obligations under the respective insurance policies issued by such insurance companies to 
the City (as determined in its reasonable discretion) and in full compliance with Section 6.11 of 
the Resolution and Section 6.04 hereof. The SCM Fund maintains an Operations and 
Maintenance Reserve equal to 45 days of budgeted operations and maintenance expenditures 
which may be used to satisfy any liability claims payable by the System and/or losses to property 
or equipment of the System. On the Closing Date, the Operations and Maintenance Reserve is 
|$36,552,733].

Title to Assets. The City has good and marketable title to its assets except 
where the failure to have good and marketable title to any of its assets would not have a Material 
Adverse Effect.

Section 5.10.

Incorporation by Reference. The representations and warranties of the City 
contained in the other City Documents to which the City is a party, together with the related 
definitions of terms contained therein, are hereby incorporated by reference in this Agreement as 
if each and every such representation and warranty and definition were set forth herein in its 
entirety, and the representations and warranties made by the City in such Sections are hereby 
made for the benefit of the Bank. No amendment to or waiver of such representations and 
warranties or definitions made pursuant to the relevant other City Document or incorporated by 
reference shall be effective to amend such representations and warranties and definitions as 
incorporated by reference herein without the prior written consent of the Bank.

Section 5.11.

Correct Information. All information, reports and other papers and dataSection 5.12.
with respect to the City furnished by the City to the Bank were, at the time the same were so 
furnished, correct in all material respects. Any financial, budget and other projections furnished 
by the City to the Bank were prepared in good faith on the basis of the assumptions stated 
therein, which assumptions were fair and reasonable in light of conditions existing at the time of 
delivery of such financial, budget or other projections, and represented, and as of the date of this 
representation, represent (subject to the updating or supplementation of any such financial, 
budget or other projections by any additional information provided to the Bank in writing, the 
representations contained in this Agreement being limited to financial, budget or other 
projections as so updated or supplemented), in the judgment of the City, a reasonable, good faith 
estimate of the information purported to be set forth, it being understood that uncertainty is 
inherent in any projections and that no assurance can be given that the results set forth in the 
projections will actually be obtained. No fact is known to the City that materially and adversely
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affects or in the future may (as far as it can reasonably foresee) materially and adversely affect 
the security for any of the Bonds (including Bank Bonds) or any Obligation, or the ability of the 
City to repay when due the Obligations, that has not been set forth in the financial statements and 
other documents referred to in this Section 5.12 or in such information, reports, papers and data 
or otherwise disclosed in writing to the Bank. The documents furnished and statements made by 
the City in connection with the negotiation, preparation or execution of this Agreement and the 
Program Documents do not contain untrue statements of material facts or omit to state material 
facts necessary to make the statements contained therein, in light of the circumstances under 
which they were made, not misleading.

Section 5.13. Investment Company. The City is not an “investment company” or a 
company “controlled” by an “investment company, ” as such terms are defined in the Investment 
Company Act of 1940, as amended.

Margin Stock. The City is not engaged in the business of extending credit 
for the purpose of purchasing or carrying Margin Stock, and no portion of the proceeds of any 
Drawings or Advances shall be used by the City (or the Paying Agent or any other Person on 
behalf of the City) for the purpose of “purchasing” or “carrying” any margin stock or used in any 
manner which might cause the borrowing or the application of such proceeds to violate 
Regulation G, U or X of the Board of Governors of the Federal Reserve System or any other 
regulation of the City or to violate the Securities Exchange Act of 1934, as amended, in each 
case as in effect on the date or dates of any Drawings or Advances and such use of proceeds.

Section 5.14.

Tax Status of Interest on Bonds. It is the intention of the City and the Bank 
that the interest on the Bonds be excluded from the gross income of the owners thereof for 
federal income tax purposes by reason of the provisions of Section 103 of the Code, or any 
substantially similar successor provision hereafter enacted. To that end, the City represents to 
the Bank that it has not taken any action, and knows of no action that any other Person has taken, 
which would cause interest on such Bonds to be includable in the gross income of the recipients 
thereof for federal income tax purposes.

Section 5.15.

Usury. None of the Program Documents, the Bonds (including Bank 
Bonds) or the Obligations provide for any payments that would violate any applicable Law 
regarding permissible maximum rates of interest.

Section 5.16.

Security, (a) The City hereby designates the Reimbursement ObligationsSection 5.17.
as “Subordinate Bonds” for purposes of the Subordinate General Resolution. The Subordinate 
General Resolution creates a valid pledge of and lien on the Revenues and the funds and 
accounts created under the Subordinate General Resolution and the moneys (including, without 
limitation, the Revenues) on deposit therein, as security for the punctual payment of the interest 
and principal due with respect to the Bonds (including Bank Bonds) and all Reimbursement 
Obligations, subordinate only to the lien in favor of Senior Lien Bonds. All action necessary to 
create the pledge of and lien on the Revenues and such funds and accounts and on moneys on 
deposit therein (including the Revenues) in favor of the Reimbursement Obligations as set forth 
in the Subordinate General Resolution, have been duly and validly taken. The City’s obligation 
to pay the Reimbursement Obligations is pari passu with its obligation to pay the Bonds
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(including Bank Bonds) and all other “Subordinate Bonds” under the Subordinate General 
Resolution and subordinate only to Senior Lien Bonds. This Agreement constitutes a “Credit 
Agreement” under the Supplemental Resolution and the Paying Agent Agreement.

(b) The Subordinate General Resolution, the Supplemental Resolution and this 
Agreement create a valid pledge of and lien on the Revenues and funds and accounts created 
under the Subordinate General Resolution and the moneys (including, without limitation, the 
Revenues) on deposit therein, as security for the punctual payment when due of Obligations 
(other than Reimbursement Obligations) and the performance and observance of all of the 
covenants, agreements and conditions contained in this Agreement and the other Program 
Documents, which pledge of and lien on the Revenues and Trust Assets with respect to the 
Obligations (other than Reimbursement Obligations) is subordinate only to the City’s obligation 
to pay the Reimbursement Obligations, Subordinate Bonds and Senior Lien Bonds (and related 
obligations). All action necessary for such pledge of and lien on Revenues and Trust Assets 
have been duly and validly taken.

Pending Legislation and Decisions. There is no amendment, or to theSection 5.18.
knowledge of the City, proposed amendment to the Constitution of the State or any State law or 
any administrative interpretation of die Constitution of the State or any State law, or any 
legislation that has passed either house of the legislature of the State or is under consideration by 
any conference or similar committee, or any judicial decision interpreting any of the foregoing, 
the effect of which will materially adversely affect the security for any of the Bonds (including 
Bank Bonds) or any Obligation, the City’s ability to pay in full in a timely fashion the Revenues, 
or any Obligations, the creation, organization, or existence of the City or the titles to office of 
any officers executing this Agreement or any other City Document or the City’s ability to repay 
when due its obligations under this Agreement, any of the Bonds (including Bank Bonds) or any 
Obligation.

Issuing and Paying Agent. U.S. Bank National Association is the dulySection 5.19. 
appointed and acting Paying Agent for the Bonds.

The operations of the System are in material 
compliance with all of the requirements of applicable federal, state and local environmental, 
health and safety Laws and are not the subject of any governmental investigation evaluating 
whether any remedial action is needed to respond to a release of any toxic or hazardous waste or 
substance into the environment, where a failure to comply with any such requirement or the need 
for any such remedial action could reasonably be expected to result in a Material Adverse Effect. 
The City has not received notice to the effect that the operations of the System are not in 
compliance with any of the requirements of applicable federal, state or local environmental, 
health and safety Laws or are the subject of any governmental investigation evaluating whether 
any remedial action is needed to respond to a release of any toxic or hazardous waste or 
substance into the environment, in each case which non-compliance or remedial action could 
reasonably be expected to result in a Material Adverse Effect.

Section 5.20. Environmental Matters.

Section 5.21.
immunity in any action, suit or proceeding arising under or relating to this Agreement or any

No Immunity. The City is not entitled to claim the defense of sovereign
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other Program Document (a) for monetary damages or (b) for the execution or enforcement of 
any judgment (subject to applicable bankruptcy or insolvency laws or limitations on legal 
remedies against public agencies in the State of California), nor may there be attributed to the 
City any such immunity (whether or not claimed).

Section 5.22.
pending, proposed or concluded, the results of which could reasonably be expected to result in a 
Material Adverse Effect.

No Public Vote or Referendum. There is no public vote or referendum

Section 5.23.
relating to Debt (i) wherein any termination payment thereunder is senior to or on a parity with 
the payment of the Bonds (including Bank Bonds) or the other Obligations or (ii) which requires 
the City to post cash collateral to secure its obligations thereunder.

Swap Agreements. The City has not entered into any Swap Agreement

Anti-Terrorism Laws. The City is not in violation of any Laws relating to 
terrorism or money laundering {“Anti-Terrorism Laws”), including Executive Order No. 13224 
on Terrorist Financing, effective September 24, 2001 (the “Executive Order ”), and the Patriot 
Act;

Section 5.24.

(a) The City is not any of the following:

a Person that is listed in the annex to, or is otherwise subject to the 
provisions of, the Executive Order;

(0

a Person owned or controlled by, or acting for or on behalf of, any Person 
that is listed in the annex to, or is otherwise subject to the provisions of, the Executive 
Order;

(ii)

(iii)
engaging in any transaction by any Anti-Terrorism Law;

a Person with which the Bank is prohibited from dealing or otherwise

a Person that commits, threatens or conspires to commit or supports 
terrorism” as defined in the Executive Order; or

(iv)

a Person that is named as a “specially designated national and blocked 
person” on the most current list published by the Office of Foreign Asset Control 
( “OFAC”) or any list of Persons issued by OFAC pursuant to the Executive Order at its 
official website or any replacement website or other replacement official publication of 
such list;

(v)

(b) The City does not (i) conduct any business or engage in making or receiving any 
contribution of funds, goods or services to or for the benefit of any Person described in 
subsection (a)(ii) above, (ii) deal in, or otherwise engage in any transaction relating to, any 
property or interests in property blocked pursuant to the Executive Order or (iii) engage in or 
conspires to engage in any transaction that evades or avoids, or has the purpose of evading or 
avoiding, or attempts to violate, any of the prohibitions set forth in any Anti-Terrorism Law.
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Use of Bond Proceeds. The proceeds of the Bonds will be expended in the 
manner set forth in the Paying Agent Agreement and the Resolution.

Section 5.25.

Section 5.26.
the Offering Memorandum (excluding (a) any information contained therein relating to DTC and 
its book-entry only system, (b) any information contained therein provided by or on behalf of the 
Bank and (c) any information contained therein provided by the Bank or its counsel summarizing 
provisions of this Agreement) nor any other document, certificate or statements of the City 
(including the unaudited financial statements, reports, budgets, projections and cash flows of the 
City with respect to the System furnished to the Bank by or on behalf of the City in connection 
with the transactions contemplated hereby or thereby) contains any untrue statement of any 
material fact.

Disclosure. To the best knowledge of the City, neither the City Documents,

Article VI

Covenants

The City will do the following so long as any amounts may be drawn under the Letter of 
Credit and/or any Obligations remain outstanding under this Agreement and/or the Fee Letter, 
unless the Bank shall otherwise consent in writing:

Existence, Etc. The City (a) shall preserve and maintain its existence, rightsSection 6.01.
and franchises as a municipal corporation duly organized and existing under the Constitution and 
laws of the State of California and (b) shall not liquidate or dissolve, or sell or lease or otherwise 
transfer or dispose of all or any substantial part of the property, assets or business related to the 
System, or combine, merge or consolidate with or into any other entity or Person or change the 
use of facilities or assets that generate Revenues.

Section 6.02. The City shall, in all material respects.Maintenance of Properties. 
maintain, preserve and keep the Property of the System in good repair, working order and 
condition (ordinary wear and tear excepted) so as not to result in a Material Adverse Effect.

Compliance with Laws; Taxes and Assessments. The City shall comply 
with all Laws applicable to it and the Property of the System so as not to result in a Material 
Adverse Effect, such compliance to include, without limitation, paying all taxes, assessments and 
governmental charges imposed upon the Property of the System before the same become 
delinquent, unless and to the extent that the same are being contested in good faith and by 
appropriate proceedings and reserves are provided therefor that in the opinion of the City are 
adequate.

Section 6.03.

Insurance. Without limiting the obligations of the City under Section 6.08 
hereof, the City shall maintain commercial insurance (with financially sound carriers) (including 
liability insurance) or provide self-insurance in lieu of commercial insurance (including liability 
insurance) against loss or damage to the System in such amounts (with reasonable deductibles 
for commercial insurance) and covering such risks to the same extent as is customary for

Section 6.04.
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comparable sewer systems in large metropolitan areas. The City shall upon request of the Bank 
furnish a certificate setting forth in summary form the nature and extent of the insurance and 
self-insurance maintained pursuant to this Section 6.04.

Reports. The City shall furnish to the Bank in form and detail satisfactorySection 6.05. 
to the Bank;

(a) Annual Report. As soon as available and in any event within [270] 
calendar days after the end of each Fiscal Year of the City, a copy of the annual audited 
financial statements of the System for such year, including a balance sheet of the System 
as of the end of such Fiscal Year and the related statements of revenues, expenses and 
changes in fund balances and statement of cash flows, all in reasonable detail and 
reported on by a firm of nationally recognized independent certified public accountants, 
and the report of such firm of independent certified public accountants shall state, without 
qualification, that such financial statements present fairly the financial position of the 
System as of the end of such Fiscal Year, the results of operations, the changes in fund 
balances and cash flows of the System for such Fiscal Year then ended in conformity 
with GAAP together with (1) the opinion of the City’s independent accountants and (2) a 
No Default Certificate signed by an Authorized City Representative stating that no Event 
of Default or Default has occurred, or if such Event of Default or Default has occurred, 
specifying the nature of such Event of Default or Default, the period of its existence, the 
nature and status thereof and any remedial steps taken or proposed to correct such Event 
of Default or Default.

Unaudited Quarterly Financials. If at any time any Rating falls below 
“Aa3” (or its equivalent) by Moody’s or “AA-” (or its equivalent) by S&P or Fitch, then 
as soon as available, and in any event within 45 calendar days after the close of each 
Fiscal Quarter, the unaudited financial statements of the System certified by the chief 
financial officer of the System or an Authorized City Representative covering the 
operations of the System for such fiscal quarter and containing:

(b)

(i) Unrestricted cash and investments that are liquid with 30 calendar
days notice;

Sewer and Construction Maintenance Fund 
Operations and Debt Service Coverage;

00 Summary of

(iii) Debt Statement designating:

Short term debt, including current portion of long term 
debt, accrued interest & variable rate debt (i.e. subject to put);

(A)

(B) Long term debt (net of current portion & VRDBs);

(C) Current swap mark (if applicable); and

-38-



(D) Lines of credit and commercial paper programs (if 
applicable, drawn & undrawn amounts).

(c) Budget. If at any time any Rating falls below “Aa3” (or its equivalent) by 
Moody’s or “AA-” (or its equivalent) by S&P or Fitch, then as soon as available, and in 
any event within one hundred twenty (120) calendar days following the approval thereof, 
a copy of each annual budget of the System.

(d) Paying Agent, Notices. As soon as available all notices, certificates, 
instruments, letters and written commitments in connection with the Bonds or any of the 
Program Documents provided to the Paying Agent other than those notices, certificates, 
instruments, letters and written commitments that relate solely to the routine issuance and 
payment of the Bonds.

(e) Notices of Resignation of the Paying Agent or Remarketing Agent. 
Written notice to the Bank of any resignation of the Paying Agent or Remarketing Agent 
immediately upon receiving notice of the same.

(f) Offering Memorandum and Material Event Notices. (A) Within ten (10) 
calendar days after the issuance of any issue of Subordinate Bonds or any other securities 
payable or secured by Revenues by the City with respect to which a final official 
statement or other offering or disclosure document has been prepared by the City, (1) a 
copy of such official statement or offering circular or (2) notice that such information has 
been filed with EMMA and is publicly available; and (B) during any period of time the 
City is subject to continuing disclosure requirements under Rule 15c2-12 promulgated 
pursuant to the Securities Exchange Act of 1934, as amended (17 C.F.R. 
Sec. 240-15c2-12), or any successor or similar legal requirement, immediately following 
any dissemination, distribution or provision thereof to any Person, (l)a copy of any 
reportable event notice (as described in b(5)(i)(C) of Rule 15c2-12) relating to obligations 
payable or secured by Revenues, disseminated, distributed or provided in satisfaction of 
or as may be required pursuant to such requirements or (2) notice that such event notice 
has been filed with EMMA and is publicly available.

(g) Notice of Default or Event of Default, (i) Promptly upon obtaining 
knowledge of any Default or Event of Default, or notice thereof, and in any event within 
five (5) Business Days thereafter, a certificate signed by an Authorized City 
Representative specifying in reasonable detail the nature and period of existence thereof 
and what action the City has taken or proposes to take with respect thereto; (ii) promptly 
following a written request of the Bank, a certificate of an Authorized City 
Representative as to the existence or absence, as the case may be, of a Default or an 
Event of Default under this Agreement; and (iii) promptly upon obtaining knowledge of 
any “default” or “event of default” as defined under any Bank Agreement, notice 
specifying in reasonable detail the nature and period of existence thereof and what action 
the City has taken or proposes to take with respect thereto.
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(h) Litigation. As soon as practicable and in any event within ten (10) 
Business Days after the City obtains actual knowledge of: (i) any litigation, arbitration or 
governmental proceeding pending against the City in respect of the System which if 
determined adversely to the City could reasonably be expected to result in uninsured 
damages chargeable to the System in excess of $25,000,000; (ii) any litigation, arbitration 
or governmental proceeding pending against the City or the System that challenges the 
City’s ability to perform its obligations under this Agreement and/or the Program 
Documents; (iii) a change or amendment to the Charter or the City Administrative Code, 
which change or amendment is materially adverse to the City’s ability to perform its 
obligations under this Agreement and/or the Program Documents; (iv) any other event or 
condition that could reasonably be expected to result in a Material Adverse Effect; and/or
(v) the destruction of or any material damage to the System that is not fully covered by 
casualty insurance, in each case a statement of the Authorized City Representative of the 
City setting forth details describing the same and the steps being taken with respect 
thereto;

Ratings Change. As soon as practicable, notice of any change in, or the 
suspension, withdrawal or unavailability of, any rating on Debt payable or secured by 
Revenues; and

(i)

Other Information. Such other information (including, without limitation, 
management letters) regarding the business affairs, financial condition and/or operations 
of the City and the System as the Bank may from time to time reasonably request.

0)

Section 6.06. Maintenance of Books and Records. The City will keep proper books of 
record and account with respect to the System and Revenues, in which full, true and correct 
entries in accordance with GAAP. All financial data (including financial ratios and other 
financial calculations) required to be submitted pursuant to this Agreement shall be prepared in 
conformity with GAAP applied on a consistent basis, as in effect from time to time, applied in a 
manner consistent with that used in preparing the financial statements, except as otherwise 
specifically prescribed herein. Except as provided in the immediately preceding sentence, in 
preparing any financial data or statements contemplated or referred to in this Agreement, the 
System shall not vary or modify the accounting methods or principles from the accounting 
standards employed in the preparation of its audited financial statements described in Section 
5.06 hereof.

Section 6.07. Access to Books and Records. To the extent permitted by Law, the City 
will permit any Person designated by the Bank in writing (at the expense of the Bank, unless and 
until a Default or Event of Default has occurred, at which time such expenses shall be borne by 
the City) to visit any of the offices of the City, and any of its properties, including the properties 
comprising the System, to examine the books and financial records of the City (except books and 
financial records the examination of which by the Bank is prohibited by Law or by attorney or 
client privilege), including minutes of meetings of any relevant governmental committees or 
agencies, including such books and records relating to the System, and to make copies thereof or 
extracts therefrom, and to discuss the affairs, finances and accounts of the City with their
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principal officers, employees and independent public accountants, all at such reasonable times 
and as often as the Bank may reasonably request.

Compliance With Documents, The City agrees that it will perform and 
comply with each and every covenant and agreement required to be performed or observed by it 
in the Resolution and each of the other City Documents, which provisions, as well as related 
defined terms contained therein, are hereby incorporated by reference herein with the same effect 
as if each and every such provision were set forth herein in its entirety all of which shall be 
deemed to be made for the benefit of the Bank and shall be enforceable against the City (such 
enumerated covenants, agreements and defined terms, the “Underlying Provisions the 
Underlying Provisions as so incorporated, the “Incorporated Provisions”). To the extent that 
any such Underlying Provision permits the City or any other party to waive compliance with 
such Underlying Provision or requires that a document, opinion or other instrument or any event 
or condition be acceptable or satisfactory to the City or any other party, for purposes of this 
Agreement, the corresponding Incorporated Provision shall be complied with unless it is 
specifically waived by the Bank in writing and such document, opinion or other instrument and 
such event or condition shall be acceptable or satisfactory only if it is acceptable or satisfactory 
to the Bank which shall only be evidenced by the written approval by the Bank of the same. 
Except as permitted by Section 6.14 hereof, no termination or amendment to any Underlying 
Provision, shall be effective to terminate or amend any Incorporated Provision or release the City 
with respect thereto in each case without the prior written consent of the Bank. Notwithstanding 
any termination or expiration of any Underlying Provision, the City shall continue to observe the 
covenants therein contained for the benefit of the Bank until the termination of this Agreement 
and the payment in full of the Obligations. All such Incorporated Provisions shall be in addition 
to the express covenants contained herein and shall not be limited by the express covenants 
contained herein nor shall such incorporated covenants be a limitation on the express covenants 
contained herein.

Section 6.08.

Rate Covenant, (a) The City covenants and agrees that it shall take any and 
all action necessary such that Revenues in each Fiscal Year shall equal an amount at least 
sufficient to satisfy the respective provisions of Section 6.03 of the Subordinate General 
Resolution.

Section 6.09.

(b) So long as (i) the Stated Amount has not been reduced to zero or terminated 
pursuant to the terms of this Agreement or (ii) the Letter of Credit or any Obligations remain 
outstanding, the City shall continue to comply with the covenants and undertakings set forth in 
the Resolution, including, without limitation, Section 6.03 thereof, notwithstanding anything in 
the Resolution limiting such compliance to when a “Subordinate Bond” (as defined in the 
Resolution) remains outstanding thereunder.

No Impairment. The City will neither take any action, nor cause the PayingSection 6.10.
Agent to take any action, under the Resolution or any other Program Document which would 
materially adversely affect the rights, interests, remedies or security of the Bank under this 
Agreement or any other Program Document or which could reasonably be expected to result in a 
Material Adverse Effect.
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Section 6.11. Application of Bonds Proceeds. The City will not take or omit to take any 
action, which action or omission will in any way result in the proceeds of the Drawings or the 
Advances being applied for any purpose other than to pay principal of and interest on Bonds in 
accordance with the Paying Agent Agreement.

Section 6.12. Paying Agent and Remarketing Agents. The City will not, without the prior 
written consent of the Bank, which consent shall not be unreasonably withheld, (a) remove, or 
seek to remove, the Paying Agent; or (b) appoint or consent to the appointment of any successor 
Paying Agent or Remarketing Agent thereto. The City shall at all times maintain a Paying Agent 
pursuant to the terms of the Resolution and the Paying Agent Agreement that is acceptable to the 
Bank. The City will at all times maintain a Remarketing Agent under the Resolution, the Paying 
Agent Agreement and the Remarketing Agreement that is acceptable to the Bank (and the Bank 
shall act reasonably in approving the same). The City agrees to cause the applicable 
Remarketing Agents (subject to the terms of the applicable Remarketing Agreements) to use 
their best efforts to sell Bonds, in each case, up to the Maximum Rate applicable to the Bonds in 
order to remarket the Bonds. If any Advance remains outstanding for a period of thirty (30) 
consecutive calendar days or any Remarketing Agent fails to remarket Bonds, the proceeds of 
which are intended to be used to pay any Advance, after being directed to do so by the City 
(subject to the provisions of the applicable Remarketing Agreement) at the written direction of 
the Bank the City shall cause such Remarketing Agent to be replaced with a Remarketing Agent 
satisfactory to the Bank within sixty (60) calendar days of the receipt of such written direction; 
provided that so long as the remaining Remarketing Agents for the Bonds are satisfactory to the 
Bank, it shall be sufficient for the City only to remove the Remarketing Agent that has been 
unable to sell remarket Bonds or fails to perform its duties. Each Remarketing Agreement shall 
provide that the related Remarketing Agent may resign upon at least sixty (60) days’ prior 
written notice to the City, the Paying Agent and the Bank. Each Remarketing Agreement shall 
provide that the related Remarketing Agent may resign upon at least sixty (60) days’ prior 
written notice to the City, the Paying Agent and the Bank. Any Paying Agent must have 
minimum capital of $100,000,000.

Section 6.13. Reserved.

Program Documents. The City will not amend or modify, or permit to be 
amended or modified in any manner whatsoever any Program Document in a manner which 
would materially adversely affect the City’s ability to repay Debt that is secured by Revenues or 
which adversely affects the security for the Bonds (including Bank Bonds) or the other 
Obligations or the City’s ability to repay when due the Bonds (including Bank Bonds) or the 
other Obligations or the interests, security, rights or remedies of the Bank without the prior 
written consent of the Bank or could reasonably be expected to result in a Material Adverse 
Effect.

Section 6.14.

Liens, (a) The City shall not, directly or indirectly, incur, create or permitSection 6.15.
to exist any Lien on all or any part of the security provided by the Resolution that is senior to or 
on a parity with the Lien securing the Bonds (including Bank Bonds) and the Reimbursement 
Obligations, other than (i) Liens created under and in accordance with the terms of the 
Resolution; (ii)the Liens created for the benefit of the Bonds (including Bank Bonds), the
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Subordinate Bonds and Senior Lien Bonds that has heretofore or may hereafter be issued; and 
(iii) Liens which could not reasonably be expected to materially adversely affect the interests, 
rights, remedies or security of the Bank under this Agreement and the other Program Documents.

(b) The City shall not, directly or indirectly, incur, create or permit to exist any Lien on 
all or any part of the security provided by the Resolution that is senior to or on a parity with the 
Lien securing the Obligations (other than Reimbursement Obligations), other than (i) Liens 
created under and in accordance with the terms of the Resolution; (ii) the Liens created for the 
benefit of the Reimbursement Obligations, other Subordinate Bonds and Senior Lien Bonds (and 
obligations relating thereto) that has heretofore or may hereafter be issued; and (iii) Liens which 
could not reasonably be expected to materially adversely affect the interests, rights, remedies or 
security of the Bank under this Agreement and the other Program Documents.

Section 6.17.
of the Information (as defined below), except that Information may be disclosed (a) to its 
affiliates and to its Related Parties (as defined below, with it being understood that the Persons to 
whom such disclosure is made will be informed of the confidential nature of such Information 
and instructed to keep such Information confidential); (b) to the extent required or requested by 
any regulatory authority purporting to have jurisdiction over such Person or its Related Parties 
(including any self-regulatory authority, such as the National Association of Insurance 
Commissioners); (c) to the extent required by applicable Laws or regulations or by any subpoena 
or similar legal process; (d) to any other party hereto; (e) in connection with the exercise of any 
remedies hereunder or under any other Program Document or any action or proceeding relating 
to this Agreement or any other Program Document or the enforcement of rights hereunder or 
thereunder; (f) subject to an agreement containing provisions substantially the same as those of 
this Section, to (i) any assignee of or Participant in, or any prospective assignee of or Participant 
in, any of its rights and obligations under this Agreement, or (ii) any actual or prospective party 
(or its Related Parties) to any swap, derivative or other transaction under which payments are to 
be made by reference to the City and its obligations, this Agreement or payments hereunder; (g) 
on a confidential basis to (i) any Rating Agency in connection with rating the City or the Bonds 
(including Bank Bonds) or (ii) the CUSIP Service Bureau or any similar agency in connection 
with the issuance and monitoring of CUSIP numbers with respect to the Bonds (including Bank 
Bonds); (h) with the consent of the City; or (i) to the extent such Information (x) becomes 
publicly available other than as a result of a breach of this Section, or (y) becomes available to 
the Bank or any of their respective affiliates on a nonconfidential basis from a source other than 
the City.

Disclosure to Participants. The Bank agrees to maintain the confidentiality

For purposes of this Section:

“Information ” means all information received from the City relating to the City 
or the System or any of their respective businesses, other than any such information that 
is available to the Bank on a nonconfidential basis prior to disclosure by the City; 
provided that, in the case of information received from the City after the date hereof, such 
information is clearly identified at the time of delivery as confidential. Any Person 
required to maintain the confidentiality of Information as provided in this Section shall be 
considered to have complied with its obligation to do so if such Person has exercised the

-43-



same degree of care to maintain the confidentiality of such Information as such Person 
would accord to its own confidential information.

“Related Parties" means, with respect to any Person, such Person's affiliates and 
the partners, directors, officers, employees, agents, trustees, administrators, managers, 
advisors and representatives of such Person and of such Person's affiliates.

Section 6.18.
enter into or otherwise consent to any Bank Agreement which provides such Person with more 
restrictive covenants, additional or different events of default, greater rights and remedies and/or 
acceleration rights than are provided to the Bank in this Agreement (collectively, the “Additional 
Rights"), then, upon the occurrence of an event of default or an event or condition which with 
the giving of notice or lapse of time or both would become an event of default (each such event 
referred to herein as a “potential default ”) (without regard to a waiver of such potential default 
or event of default) under such Bank Agreement caused by such Additional Rights, such 
Additional Rights shall automatically be deemed to be incorporated into this Agreement and the 
Bank shall have the benefits of such Additional Rights; provided, however, that such Additional 
Rights shall automatically be deemed to be incorporated into this Agreement and the Bank shall 
have the benefits of such Additional Rights only from and after the occurrence of an event of 
default or an event or condition which with the giving of notice or lapse of time or both would 
become an event of default (without regard to a waiver of such potential default or event of 
default) under the related Bank Agreement caused by the Additional Rights or a failure by the 
City to comply with such Additional Rights; provided that, for the avoidance of doubt, in no 
event shall any such Additional Rights result in there being any event of default under this 
Agreement the remedy for which shall be the immediate termination or suspension of the 
obligation of the Bank to honor a properly presented and conforming Drawing pursuant to the 
terms of the Letter of Credit. The City shall promptly, upon the occurrence of an event of default 
or an event or condition which with the giving of notice or lapse of time or both would become 
an event of default (without regard to a waiver of such potential default or event of default) 
under the related Bank Agreement caused by such Additional Rights or a failure by the City to 
comply with such Additional Rights, enter into an amendment to this Agreement to include such 
Additional Rights, provided that the Bank shall maintain the benefit of such Additional Rights 
even if the City fails to provide such amendment.

Other Agreements. In the event that the City shall, directly or indirectly,

Section 6.19. Immunity from Jurisdiction. The City agrees to be sued on its contractual 
obligations, including this Agreement, the Obligations, and the other Program Documents, and 
all contractual claims with respect hereto, and to the fullest extent permitted by applicable Law 
hereby covenants that should such right arise in the future, it will not assert or exercise any right 
of immunity on the grounds of sovereignty or other similar grounds from (i) suit, (ii) the 
jurisdiction of any state or federal court located inside the State, (iii) relief by way of injunction, 
order for specific performance or for recovery of property consisting of monetary assets, cash or 
cash equivalent-type assets (whether before or after judgment, in aid of execution, or otherwise), 
and (iv) execution or enforcement of any judgment to which it or its revenues or monetary assets, 
cash or cash equivalent-type assets might otherwise be entitled in any suit, action or proceedings 
relating to this Agreement, the Obligations, or any other Program Document in any state or 
federal court located inside the State and no such immunity (whether or not claimed) may be
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attributed to the City or the Revenues (nor shall such attribution be claimed by the City). The 
foregoing covenant shall not apply to any claim being made on or relief or execution being 
granted against any revenues or assets of the City (other than the Revenues and amounts owed to 
the Bank or under this Agreement or the other Program Documents) or to any tort claims.

Section 6.20.
will not enter into any Swap Agreement relating to Debt (i) wherein any termination payments 
thereunder are senior to the payment of the Bonds (including Bank Bonds) or the other 
Obligations or (ii) which requires the City to post cash collateral to secure its obligations 
thereunder.

Swap Agreements. Without the prior written consent of the Bank, the City

Section 6.21.
by State law, the City shall cause the appropriate City official(s) to take any and all ministerial 
actions that may be necessary to facilitate the payment of the principal of and interest on the 
Bonds (including Bank Bonds) and the payment of all other Obligations and to include the 
principal and interest on the Bonds (including Bank Bonds) and the payment of all other 
Obligations in the annual budget of the City (including any necessary appropriations related 
thereto).

Budget and Appropriation. To the fullest extent permitted and/or required

The City shall not include in an offering document 
for the Bonds any information concerning the Bank (other than identifying the Bank as a party to 
this Agreement and the issuer of the Letter of Credit) that is not supplied in writing, or otherwise 
consented to in writing, by the Bank expressly for inclusion therein. Except as may be required 
by Law (including federal and state securities laws), the City shall not include any information 
concerning the Bank (other than identifying the Bank as a party to its contracts with the City) 
that is not supplied in writing, or otherwise consented to, by the Bank expressly for inclusion 
therein, in any published materials (other than the City’s staff reports, annual statements, audited 
financial statements, rating agency presentations) without the prior written consent of the 
Bank; provided that, without the prior written consent of the Bank, the City may identify the 
Bank as a party to this Agreement and as the issuer of the Letter of Credit, the stated amount of 
the Letter of Credit, the expiration date of the Letter of Credit and that the City’s obligations 
under this Agreement are secured by Revenues, in offering documents with respect to the Senior 
Lien Bonds and the Subordinate Bonds, so long as no other information relating to the 
Agreement, the Fee Letter or the Bank is disclosed in such offering documents without the prior 
written consent of the Bank.

Section 6.22. Use of Bank’s Name.

Maintenance of Tax-Exempt Status of Bonds. The City will not take, nor 
permit to be taken, any action or omit to take, or permit to be omitted, any action which, if taken 
or omitted, would adversely affect the exclusion of interest on any Bonds from gross income for 
purposes of federal income taxation or the exemption of such interest from State of California 
personal income taxes.

Section 6.23.

Investment Policy. All investments of the System, including, without 
limitation, investments of the Revenues have been and will be made in accordance with the terms 
of the Investment Policy.

Section 6.24.
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The City shall comply with all applicableEnvironmental Laws.
Environmental Laws and cure any defect (or cause other Persons to cure any such defect) to the 
extent necessary to bring such real property owned, leased, occupied or operated by the City and 
affecting the System back into compliance with Environmental Laws and to comply with any 
cleanup orders issued by a Governmental Authority having jurisdiction thereover so as not to 
cause a Material Adverse Effect. The City shall at all times use and maintain the System safe 
and fit for its intended uses. The City shall also immediately notify the Bank of any actual or 
alleged material failure to so comply with or perform, or any material breach, violation or default 
under any Environmental Law.

Section 6.25.

Federal Reserve Board Regulations. The City shall not use any portion of 
the proceeds of any Advance or Drawing or the proceeds of the Bonds for the purpose of 
carrying or purchasing any Margin Stock and shall not incur any Debt which is to be reduced, 
retired or purchased by the City out of such proceeds.

Section 6.26.

Section 6.27. Ratings. The City covenants and agrees that it shall at all times maintain (i) 
at least two unenhanced long-term ratings on Parity Debt from any of Fitch, Moody’s or S&P,
(ii) at least one short-term rating on the Bonds by any Rating Agency and (iii) at least one long
term rating of at least “Baa2” (or its equivalent) or better by Moody’s or “BBB” (or its 
equivalent) or better by S&P or Fitch. The City covenants and agrees that it shall not at any time 
withdraw any long-term unenhanced rating on its Parity Debt from any of Fitch, Moody’s or 
S&P if the effect of such withdrawal would be to cure a Default or an Event of Default under this 
Agreement or reduce the Letter of Credit Fee Rate applicable under the Fee Letter.

Further Assurances. The City agrees to do such further acts and things andSection 6.28.
to execute and deliver to the Bank such additional assignments, agreements, powers and 
instruments as the Bank may reasonably require or reasonably deem advisable to carry into effect 
the purposes of this Agreement or to better assure and confirm to the Bank its rights, powers and 
remedies hereunder and under the Program Documents.

Section 6.29. Plans. The City will (i) remain at all times in compliance with any 
applicable Law (including any legally available gTace periods) with respect to any Plan, and (ii) 
maintain each Plan as to which it may have any liability in compliance in all material respects 
with the provisions of applicable Law, the failure to comply with which could subject the City to 
any tax or penalty which tax or penalty, taken together, with all other taxes and penalties which 
could be assessed against the City by reason of all other non-compliances, would have a Material 
Adverse Effect.

Ranking of Obligations. The City shall not take any action that would result 
in the Reimbursement Obligations not ranking at least pari passu in right of payment and 
security from Revenues and Trust Assets with the Bonds and other Subordinate Bonds and 
ranking subordinate to any Debt or obligation other than the Senior Lien Bonds. The City shall 
not take any action that would result in the Obligations (other than Reimbursement Obligations) 
ranking subordinate in priority in right of payment and security from Revenues and Trust Assets 
to any Debt or obligation of the City other than the Bonds, Reimbursement Obligations, 
Subordinate Bonds and Senior Lien Bonds.

Section 6.30.
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Section 6.31. Limitation on Additional Debt. Notwithstanding anything in any Program 
Document to the contrary, the City will not issue and/or incur any additional Debt which is to be 
secured by Revenues while any Advance is outstanding or any other Obligation remains unpaid 
unless all outstanding Advances and other unpaid Obligations are to be paid in full from the 
proceeds of such additional Debt or the City receives the prior written consent of the Bank.

Book-Entry Eligibility. The City covenants that at all times from andSection 6.32.
including the Closing Date until and including the Letter of Credit Expiration Date, the City shall 
cause the Bonds to be eligible for, and to be registered with, DTC’s book-entry delivery services 
and that such registration with DTC shall not be discontinued without the Bank’s prior written
consent.

Section 6.33. Substitute Credit Facility or Refinancing.

The City agrees to use its best efforts to obtain a substitute Credit Facility 
to replace the Letter of Credit or otherwise refinance or defease the Bonds in the event
(i) the Bank decides not to extend the Letter of Credit Expiration Date or if the City fails 
to request such an extension (such replacement, refinancing, redemption or defeasance to 
occur on or before the Letter of Credit Expiration Date), (ii) the Letter of Credit is 
terminated or (iii) the City terminates this Agreement in accordance with the terms 
hereof.

(a)

(b) The City agrees that any substitute Credit Facility will require, as a 
condition to the effectiveness of the substitute Credit Facility, that the provider of 
substitute Credit Facility provide funds to the extent necessary, on the date the substitute 
Credit Facility becomes effective, for payment of all Reimbursement Obligations at par 
plus interest (at the applicable rate pursuant to the terms hereof) through the date repaid. 
On the effective date of such substitute Credit Facility or refinancing, redemption or 
defeasance, as the case may be, the City shall pay in full all other amounts due under this 
Agreement, the Fee Letter and the Bank Bonds (including, without limitation, all Excess 
Interest and unpaid interest thereon) and the City shall provide for the surrender (and 
cancellation) of the Letter of Credit to the Bank.

The City shall not permit a substitute Credit Facility to become effective 
with respect to less than all of the Bonds without the prior written consent of the Bank.

(c)

Conversion; Optional Redemption; Defeasance, (a) The City shall provide 
[thirty (30)] days written notice to the Bank prior to any Conversion Date.

Section 6.34.

(b) The City shall not optionally redeem or direct the redemption of any Bonds 
pursuant to Section 4.01(a) of the Paying Agent Agreement with the proceeds of a drawing under 
the Letter of Credit without (i) the prior written consent of the Bank, or (ii) payment in full on or 
prior to the contemplated date of redemption of all unpaid amounts owing under this Agreement 
as of such date (including any unpaid deferred Excess Interest and interest thereon). This 
Section 6.34 does not apply to any mandatory redemption of Bonds pursuant to the Paying Agent 
Agreement.
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(b) The City shall not defease or direct the defeasance of any Bonds pursuant to Section 
9.02 of the Paying Agent Agreement with the proceeds of a drawing under the Letter of Credit 
without (i) (A) the prior written consent of the Bank or (B) payment in full on or prior to the 
contemplated date of defeasance of all unpaid amounts owing under this Agreement as of such 
date (including any unpaid deferred Excess Interest and interest thereon) and the termination of 
the Letter of Credit upon the Bank’s honoring of the related drawing under the Letter of Credit 
and (ii) prior written confirmation from Moody’s that its rating on the Bonds will not be reduced 
or withdrawn as a result of such defeasance; provided, that the City must comply with clause (ii) 
regardless of any Bank consent to the contrary.

Article VII

Defaults and Remedies

Events of Default. The occurrence and continuation of one or more of the 
following events shall constitute an event of default hereunder ( “Event of Default”)'.

Section 7.01.

the City fails to pay, or cause to be paid, when due any principal of or 
interest on any Drawing or any Advance;

(a)

the City fails to pay, or cause to be paid, when due any Letter of Credit 
Fee or any other Obligation within five (5) calendar days of the date such Letter of Credit 
Fee is due or other Obligation, as applicable, is due;

(b)

any representation or warranty made by or on behalf of the City in this 
Agreement or in any other Program Document or in any certificate or statement delivered 
hereunder or thereunder shall be incorrect or untrue in any material respect when made or 
deemed to have been made or delivered;

(c)

the City shall default in the due performance or observance by it of any 
Incorporated Provision and/or default in the due performance or observance of any of the 
covenants set forth in Sections 6.01, 6.09, 6.10, 6.11, 6.12, 6.14, 6.15, 6.19, 6.20, 6.22, 
6.23, 6.26, 6.27, 6.30, 6.31, 6.33(b), 6.33(c), 6.34(b) and/or 6.34(c) hereof;

(d)

the City shall (i) default in the due performance or observance of any other 
term, covenant or agreement contained in Section 6.05 hereof and such default shall 
remain unremedied for a period of five (5) Business Days after the occurrence thereof 
and/or (ii) default in the due performance or observance of any other term, covenant or 
agreement contained in this Agreement or any other Program Document and such default 
shall remain unremedied for a period of thirty (30) calendar days after the occurrence 
thereof;

(e)

the City shall (i) have entered involuntarily against it an order for relief 
under the United States Bankruptcy Code, as amended, (ii) become insolvent or shall not 
pay, or be unable to pay, or admit in writing its inability to pay, its debts generally as they

(f)
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become due, (iii) make an assignment for the benefit of creditors, (iv) apply for, seek, 
consent to, or acquiesce in, the appointment of a receiver, custodian, trustee, examiner, ■ 
liquidator or similar official for it or any substantial part of its Property (including, 
without limitation, the System), (v) institute any proceeding seeking to have entered 
against it an order for relief under the United States Bankruptcy Code, as amended, to 
adjudicate it insolvent, or seeking dissolution, winding up, liquidation, reorganization, 
arrangement, marshalling of assets, adjustment or composition of it or its debts under any 
law relating to bankruptcy, insolvency or reorganization or relief of debtors or fail to file 
an answer or other pleading denying the material allegations of any such proceeding filed 
against it, (vi) take any corporate action in furtherance of any matter described in parts (i) 
through (v) above, or (vii) fail to contest in good faith any appointment or proceeding 
described in Section 7.01(g) of this Agreement;

a custodian, receiver, trustee, examiner, liquidator or similar official shall 
be appointed for the City or any substantial part of its Property (including, without 
limitation, the System), or a proceeding described in Section 7.01(f)(v) shall be instituted 
against the City and such proceeding shall continue undischarged or any such proceeding 
continues undismissed or unstayed for a period of thirty (30) or more calendar days;

(g)

a debt moratorium, debt restructuring (other than a refinancing or 
refunding in the ordinary course of the City's business), debt adjustment or comparable 
restriction is imposed on the repayment when due and payable of the principal of or 
interest on any Debt of the City by the City or any Governmental Authority with 
appropriate jurisdiction;

(h)

(i) any provision of this Agreement or any Program Document related to
(A) payment of principal of or interest on the Bonds (including Bank Bonds) or other 
Obligations or any Parity Debt or Senior Debt or (B) the validity or enforceability of the 
pledge of the Revenues, Trust Assets or any other pledge or lien created by the 
Resolution shall at any time for any reason cease to be valid and binding on the City as a 
result of a finding or ruling by a court or Governmental Authority with competent 
jurisdiction, or shall be declared, in a final nonappealable judgment by any court of 
competent jurisdiction, to be null and void, invalid or unenforceable;

(0

(ii) the validity or enforceability of any material provision of this 
Agreement or any Program Document related to (A) payment of principal of or 
interest on the Bonds (including Bank Bonds) or other Obligations or any Parity 
Debt or Senior Debt, or (B) the validity or enforceability of the pledge of the 
Revenues, Trust Assets or any other pledge or lien created by the Resolution shall 
be publicly contested by the City; or

(iii)
Program Document, other than a provision described in clause (i) above, shall at 
any time for any reason cease to be valid and binding on the City as a result of a 
ruling or finding by a court or a Governmental Authority with competent 
jurisdiction or shall be declared in a final non-appealable judgment by any court

any other material provision of this Agreement or any other
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with competent jurisdiction to be null and void, invalid, or unenforceable, or the 
validity or enforceability thereof shall be publicly contested by the City;

dissolution or termination of the existence of the City or the System;(j)

(k) the City shall (i) default on the payment of the principal of or interest on 
any Parity Debt or Senior Debt including, without limitation, any regularly scheduled 
payments on Swap Agreements which constitute Parity Debt or Senior Debt, beyond the 
period of grace, if any, provided in the instrument or agreement under which such Parity 
Debt or Senior Debt was created or incurred; or (ii) default in the observance or 
performance of any agreement or condition relating to any Parity Debt or Senior Debt or 
contained in any instrument or agreement evidencing, securing or relating thereto, or any 
other default, event of default or similar event shall occur or condition exist, the effect of 
which default, event of default or similar event or condition is to cause (determined 
without regard to whether any notice is required) any such Parity Debt or Senior Debt to 
become immediately due and payable in full or enables the holder thereof to accelerate 
such Parity Debt or Senior Debt (in each such case whether by acceleration, mandatory 
redemption or mandatory tender of such Parity Debt or Senior Debt);

the City shall (i) default on the payment of the principal of or interest on 
any Debt secured by or payable from Revenues (other than Parity Debt or Senior Debt) 
including, without limitation, any regularly scheduled payments on Swap Agreements, 
aggregating in excess of $10,000,000, beyond the period of grace, if any, provided in the 
instrument or agreement under which such Debt was created or incurred; or (ii) default in 
the observance or performance of any agreement or condition relating to any Debt 
secured by or payable from Revenues (other than Parity Debt or Senior Debt) aggregating 
in excess of $10,000,000, or contained in any instrument or agreement evidencing, 
securing or relating thereto, or any other default, event of default or similar event shall 
occur or condition exist, the effect of which default, event of default or similar event or 
condition is to cause (determined without regard to whether any notice is required) any 
such Debt to become immediately due and payable in full or enables the holder thereof to 
accelerate such Debt (in each such case whether by acceleration, mandatory redemption 
or mandatory tender of such Debt);

(1)

any final non-appealable judgment or judgments, writ or writs or warrant 
or warrants of attachment, or any similar process or processes, which are not covered in 
full by insurance, with written acknowledgement of such coverage having been provided 
by the provider of such insurance coverage to the Bank, in an aggregate amount not less 
than $25,000,000 payable from Revenues shall be entered or filed against the City or 
against any of its Property (including, without limitation, the System) and remain 
unsatisfied, unvacated, unbonded or unstayed for a period of ninety (90) calendar days;

(m)

(n) any Event of Default under any Program Document (other than this 
Agreement) shall have occurred;
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any of Fitch, Moody’s or S&P shall have downgraded its rating of any 
long-term unenhanced Parity Debt or Senior Debt of the City to below “Baa2 ” (or its 
equivalent) by Moody’s or “BBB ” (or its equivalent) by S&P or Fitch, or suspended or 
withdrawn or made unavailable any such rating for credit-related reasons;

(o)

any of the funds or accounts established pursuant to the Subordinate 
General Resolution or any funds or accounts on deposit, or otherwise to the credit of, 
such funds or accounts shall become subject to any stay, writ, judgment, warrant of 
attachment, execution or similar process by any of the creditors of the City and such stay, 
writ, judgment, warrant of attachment, execution or similar process shall not be released, 
vacated or stayed within thirty (30) calendar days after its issue or levy;

(P)

any event which materially and adversely affects the financial condition of 
the System and the City’s ability to observe and perform its obligations under this 
Agreement and the other Program Documents shall have occurred and be continuing; or

(q)

the Lien created by the Resolution or Section 2.16 hereof shall at any time 
and for any reason not constitute a valid and perfected Lien on the Trust Assets with the 
priority purported to be created thereby or hereby, or the City shall so assert in writing.

(r)

Section 7.02. Rights and Remedies Upon Default. Upon the occurrence of an Event of 
Default hereunder the Bank, in its sole discretion, may do any, none or all of the following:

by notice to the City, declare all Obligations to be, and such amounts shall 
thereupon become, immediately due and payable without presentment, demand, protest 
or other notice of any kind, all of which are hereby waived by the City; provided that 
upon the occurrence of an Event of Default described under Sections 7.01(f), (g) and (h) 
hereof such acceleration shall automatically occur (unless such automatic acceleration is 
waived by the Bank in writing);

(a)

(b) by notice to the City, require that the City immediately prepay to the Bank 
in immediately available funds an amount equal to the Stated Amount (such amounts to 
be held by the Bank as collateral security for the Obligations), provided, however, that in 
the case of an Event of Default described in Section 7.01(f), (g) and (h) hereof, such 
prepayment obligation shall automatically become immediately due and payable without 
any notice;

give notice of the occurrence of an Event of Default to the Paying Agent, 
directing the Paying Agent to cause an acceleration or cause a mandatory tender of the 
Bonds, thereby causing the Letter of Credit to expire fifteen (15) days thereafter;

(c)

(d) pursue any rights and remedies it may have under the Program
Documents; or

(e) pursue any other action available at law or in equity.
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Remedies Cumulative; Solely for the Benefit of the Bank. To the extent 
permitted by, and subject to the mandatory requirements of, applicable Law, each and every 
right, power and remedy herein specifically given to the Bank in the Program Documents shall 
be cumulative, concurrent and nonexclusive and shall be in addition to every other right, power 
and remedy herein specifically given or now or hereafter existing at law, in equity or by statute, 
and each and every right, power and remedy (whether specifically herein given or otherwise 
existing) may be exercised from time to time and as often and in such order as may be deemed 
expedient by the Bank, and the exercise or the beginning of the exercise of any power or remedy 
shall not be construed to be a waiver of the right to exercise at the same time or thereafter any 
other right, power or remedy.

Section 7.03.

The rights and remedies of the Bank specified herein are for the sole and exclusive 
benefit, use and protection of the Bank, and the Bank is entitled, but shall have no duty or 
obligation to the City, the Paying Agent or any other Person or otherwise, to exercise or to 
refrain from exercising any right or remedy reserved to the Bank hereunder or under any of the 
other Program Documents.

Waivers or Omissions. No delay or omission by the Bank in the exercise ofSection 7.04.
any right, remedy or power or in the pursuit of any remedy shall impair any such right remedy or 
power or be construed to be a waiver of any default on the part of the Bank or to be acquiescence 
therein. No express or implied waiver by the Bank of any Event of Default shall in any way be a 
waiver of any future or subsequent Event of Default.

Discontinuance of Proceedings. In case the Bank shall proceed to invokeSection 7.05.
any right, remedy or recourse permitted hereunder or under the Program Documents and shall 
thereafter elect to discontinue or abandon the same for any reason, the Bank shall have the 
unqualified right so to do and, in such event, the City and the Bank shall be restored to their 
former positions with respect to the Obligations, the Program Documents and otherwise, and the 
rights, remedies, recourse and powers of the Bank hereunder shall continue as if the same had 
never been invoked.

Article VIII

City Provisions

Nondiscrimination and Affirmative Action Program.Section 8.01.

(a) Non-Discrimination In Employment. To the extent the Bank is subject to and 
required by the hereinafter defined LA Admin Code, during the term of this Agreement, the 
Bank agrees and obligates itself in the performance of this Agreement not to discriminate against 
any employee or applicant for employment because of the employee’s or applicant’s race, 
religion, national origin, ancestry, sex, sexual orientation, age, physical handicap, marital status, 
domestic partner status, or medical condition. To the extent the Bank is subject to and required 
by the LA Admin Code, the Bank shall take affirmative action to ensure that applicants for 
employment are treated, during the term of this Agreement, without regard to the aforementioned
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factors and shall comply with the affirmative action requirements of the Los Angeles 
Administrative Code as in effect on the Closing Date (the “LA Admin Code”), Sections 10.8, et 
seq.

(b) Equal Employment Practices. To the extent required by the hereinafter defined 
Equal Employment Practices, if the total payments made under this Agreement are One 
Thousand Dollars ($1,000) or more, this provision shall apply. To the extent the Bank is subject 
to and required by the Equal Employment Practices, during the performance of this Agreement, 
the Bank agrees to comply with Section 10.8.3 of the LA Admin Code as in effect on the Closing 
Date (“Equal Employment Practices ”), which is incorporated herein by this reference to the 
extent required by the Equal Employment Practices. A copy of Section 10.8.3 of the LA Admin 
Code in effect on the Closing Date has been attached to this Agreement for the convenience of 
the parties as Exhibit D hereto. By way of specification but not limitation, pursuant to Sections
10.8.3.E and 10.8.3.F of the LA Admin Code, the failure of the Bank to comply with the Equal 
Employment Practices provisions of this Agreement could be deemed to be a material breach of 
this Agreement. No such finding shall be made or penalties assessed except pursuant to the 
Equal Employment Practices and upon a full and fair hearing after notice and an opportunity to 
be heard have been given to the Bank. Upon a finding duly made that the Bank has failed to 
comply with the Equal Employment Practices provisions of this Agreement, this Agreement 
could be forthwith terminated, cancelled, or suspended to the extent required by the Equal 
Employment Practices. Any such termination of this Agreement pursuant to the Equal 
Employment Practices shall be subject to the termination provisions set forth in Section 2.07 of 
this Agreement.

(c) Affirmative Action Program. To the extent required by the hereinafter defined 
Affirmative Action Program, if the total payments made under this Agreement are One Hundred 
Thousand Dollars ($100,000) or more, this provision shall apply. To the extent the Bank is 
subject to and required by the Affirmative Action Program, during the performance of this 
Agreement, the Bank agrees to comply with Section 10.8.4 of the LA Admin Code as in effect 
on the Closing Date {“Affirmative Action Program”), which is incorporated herein by this 
reference to the extent required by the Affirmative Action Program. A copy of Section 10.8.4 of 
the LA Admin Code in effect on the Closing Date has been attached to this Agreement for the 
convenience of the parties as Exhibit E hereto. By way of specification but not limitation, 
pursuant to Sections 10.8.4.E and 10.8.4.F of the LA Admin Code, the failure of the Bank to 
comply with the Affirmative Action Program provisions of this Agreement could be deemed to 
be a material breach of this Agreement. No such finding shall be made or penalties assessed 
except upon a full and fair hearing after notice and an opportunity to be heard have been given to 
the Bank. Upon a finding duly made that the Bank has failed to comply with the Affirmative 
Action Program provisions of this Agreement, this Agreement could be forthwith terminated, 
cancelled, or suspended to the extent required by the Affirmative Action Program provisions. 
Any such termination of this Agreement pursuant to the Affirmative Action Program shall be 
subject to the termination provisions set forth in Section 2.07 of this Agreement.

Child Support Orders. To the extent required by the hereinafter defined 
Child Support Provisions, this Agreement is subject to Section 10.10, Article I, Chapter 1, 
Division 10 of the LA Admin Code related to Child Support Assignment Orders as in effect on

Section 8.02.
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the Closing Date (“Child Support Provisions ”), which is incorporated herein by this reference to 
the extent required by the Child Support Provisions. A copy of the Child Support Provisions in 
effect on the Closing Date has been attached to this Agreement for the convenience of the parties 
as Exhibit F hereto. To the extent the Bank is subject to and required by the Child Support 
Provisions, pursuant to this section, the Bank (and any subcontractor of the Bank providing 
services to the City under this Agreement) shall (1) fully comply with all State and Federal 
employment reporting requirements for the Bank’s or the Bank’s subcontractor’s employees 
applicable to Child Support Assignment Orders; (2) certify that the principal owner(s) of the 
Bank and applicable subcontractors are in compliance with any Wage and Earnings Assignment 
Orders and Notices of Assignment applicable to them personally; (3) fully comply with all 
lawfully served Wage and Earnings Assignment Orders and Notices of Assignment in 
accordance with California Family Code Section 5230, et seq.; and (4) maintain such compliance 
throughout the term of this Agreement. To the extent the Bank is subject to and required by 
Section 10.10(b) of the LA Admin Code, failure of the Bank or an applicable subcontractor to 
comply with all applicable reporting requirements or to implement lawfully served Wage and 
Earnings Assignment Orders and Notices of Assignment or the failure of any principal owner(s) 
of the Bank or applicable subcontractors to comply with any Wage and Earnings Assignment 
Orders and Notices of Assignment applicable to them personally, shall (only to the extent 
required by the Child Support Provisions) constitute a default of this Agreement subjecting (only 
to the extent required by the Child Support Provisions) this Agreement to termination where such 
failure shall continue for more than ninety (90) days after notice of such failure to the Bank or 
such applicable subcontractor by the City (in lieu of any time for cure provided elsewhere in this 
Agreement). Any such termination of this Agreement pursuant to the Child Support Provisions 
shall be subject to the termination provisions set forth in Section 2.07 of this Agreement.

Compliance with Los Angeles City Charter Section 470(c)(12). The Bank,Section 8.03.
the Participants, the Subcontractors and their Principals are obligated to fully comply with 
Charter Section 470(c)(12), Ordinance No. 181972 and other applicable ordinances related to 
Charter Section 470(c)(12) regarding limitations on campaign contributions and fundraising for 
the City Attorney and the Controller of the City, candidates for these offices, and the City 
committees they control (the "Measure H Ordinance") for such period as is required by the 
Measure H Ordinance, to the extent such provisions are applicable to this Agreement. 
Additionally, the Bank is required, for as long as required by the Measure H Ordinance, to 
provide and update certain information required by the Measure H Ordinance to the City within 
the timeframe required by the Measure H Ordinance; in turn, the City will electronically submit 
the information to the City Ethics Commission as required by the Measure H Ordinance. The 
Bank shall include the following notice (each a “Participant/Subcontractor Notice") in any 
contract with a Participant or a Subcontractor expected to receive at least $100,000 (each a 
“Measure HSubcontract’’) in connection with its participation in this Agreement:

Notice Regarding Restrictions on Campaign Contribution and 
Fundraising in City Elections.

You are considered a subcontractor in connection with the 
Reimbursement Agreement dated as of November 1, 2018 (the 
“Reimbursement Agreement”), by and between the City of Los
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Angeles (the “City") and The Toronto-Dominion Bank, New York 
Branch, as the Bank. Pursuant to the Los Angeles City Charter 
Section 470(c)(12) and related ordinances, you and your principals 
are prohibited from making campaign contributions to and 
fundraising for certain elected City of Los Angeles {“City”) 
officials and candidates for elected City office for twelve months 
after the City contract is signed You are required to provide the 
names and contact information of your principals to the Bank and 
to amend that information within ten business days if it changes 
during the course of the twelve month time period. Failure to 
comply may result in termination of the Reimbursement 
Agreement or any other available legal remedies. Information 
about
https://ethics.lacity.org or by calling the Los Angeles City Ethics 
Commission at (213) 978-1960.

the restrictions may be found online at

The Bank, the Participants, the Subcontractors and their Principals shall comply with 
these requirements and limitations. Any failure of the Bank to include a 
Participant/Subcontractor Notice in an applicable Measure H Subcontract pursuant to the 
foregoing provision and any violation of Section 470(c)(12) of the Charter or the Measure H 
Ordinance by the Bank or a Principal of the Bank shall entitle the City to terminate this 
Agreement in accordance with the terms of the Measure H Ordinance and pursue any and all 
applicable legal remedies that may be available to the City. Any such termination of this 
Agreement pursuant to the Measure H Ordinance shall be subject to the termination provisions 
set forth in Section 2.07 of this Agreement. Any violation of Section 470(c)(12) of the Charter 
or the Measure H Ordinance by a Participant or Subcontractor or their respective Principals may 
subject the Participant or Subcontractor or such respective Principal to penalties under 
Section 470(c)(12) of the Charter or the Measure H Ordinance.

The Bank represents and warrants that the individuals identified on Bidder Contributions 
CEC Form 55 submitted in connection with this Agreement on the Closing Date, other than those 
described clauses (i), (ii), (iii) or (v) of the definition of “Principal” herein, are the individual 
employees authorized to represent the Bank before the City in connection with this Agreement.

During the term of this Agreement, the City shall use its commercially reasonable efforts 
to provide the Bank with notice of any adopted or enacted changes, additions, amendments or 
modifications to campaign contribution or fundraising restrictions applicable to the Bank that 
relate to this Agreement (including, without limitation, any amendments or modifications to the 
Charter or the Measure H Ordinance), within seven (7) Business Days after the adoption or 
enactment thereof; provided that the Bank acknowledges that it is solely responsible for 
complying with the provisions of this Section and the City’s failure to provide such information 
shall not constitute an Event of Default. The Bank may obtain information about the Measure H 
Ordinance at the City Ethics Commission’s website at http://ethics.lacity.org/ or by 
calling (213)978-1960.
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Section 8,04.
To the extent required by the hereinafter defined Use of Criminal History Provisions, this 
Agreement is subject to Section 10.48 et. seq. of the LA Admin Code related to the Use of 
Criminal History for Consideration of Employment Applications as in effect on the Closing Date 
(“Use of Criminal History Provisions”), which is incorporated herein by this reference to the 
extent required by the Use of Criminal History Provisions. A copy of Section 10.48 of the 
LA Admin Code in effect on the Closing Date has been attached to this Agreement for the 
convenience of the parties as Exhibit H hereto. By way of specification but not limitation, 
pursuant to Sections 10.48.8.B of the LA Admin Code, the failure of the Bank to comply with 
the Use of Criminal History Provisions could be deemed to be a material breach of this 
Agreement and entitle the City to terminate the Agreement to the extent required by the Use of 
Criminal History Provisions. Any such termination of this Agreement pursuant to the Use of 
Criminal History Provisions shall be subject to the termination provisions set forth in 
Section 2.07 of this Agreement.

Use of Criminal History For Consideration of Employment Applications.

Section 8.05. Adoption or Enaction of Changes, Additions, Amendments or 
Modifications Not Applicable to Bank After Delivery of Tier Two Termination Notice. Any 
changes, additions, amendments or modifications to the Equal Employment Practices, 
Affirmative Action Program, Child Support Provisions, the Use of Criminal History Provisions 
or Measure H Ordinance, as applicable, after the Closing Date, shall not apply to the Bank on 
and after the date of receipt by the City of a Tier Two Termination Notice.

To the best of the Bank’s knowledge, based on reasonable inquiry, as of the Closing Date 
the Bank is in compliance with the Equal Employment Practices, Affirmative Action Program, 
the Child Support Provisions, the Use of Criminal History Provisions and Measure H Ordinance 
as of the Closing Date.

Article IX

Miscellaneous

Section 9.01. Amendments, Waivers, Etc. No amendment or waiver of any provision of 
this Agreement, or consent to any departure by the City therefrom, shall in any event be effective 
unless the same shall be in writing and signed by the Bank, and then such waiver or consent shall 
be effective only in the specific instance and for the specific purpose for which given; provided, 
however, that no amendment, waiver or consent shall, unless in writing and signed by the Bank, 
affect the rights or duties of the Bank under this Agreement or any other Program Document.

All notices, requests, demands, directions and other 
communications (collectively “notices”) under the provisions of this Agreement shall be in 
writing (including facsimile communication), unless otherwise expressly permitted hereunder, 
and shall be sent by first-class mail or overnight delivery and shall be deemed received as 
follows: (i) if by first class mail, five (5) Business Days after mailing; (ii) if by overnight
delivery, when signed for against receipt thereof; (iii) if by telephone, when given to a person 
who confirms such receipt; and (iv) if by facsimile, when confirmation of receipt is obtained;

Section 9.02. Notices.

-56-



provided that all notices, presentations, and demands under the Letter of Credit shall be made 
and be deemed received in the manner and when provided in the Letter of Credit. All notices 
shall be sent to the applicable party at the following address or in accordance with the last 
unrevoked written direction from such party to the other parties hereto:

to the City: City of Los Angeles/CAO 
200 North Main Street, Room 1500 
Los Angeles, California 90012 
Facsimile: (213) 473-7540 
Telephone: (213) 473-7500 
Attention: Debt Management Group 
Email:

with a copy to: Los Angeles City Attorney 
200 North Main Street, Room 920 
Los Angeles, California 90012 
Facsimile: 213-978-7714 
Telephone Main Office: 213-978-8700 
Telephone Direct Line: 213-978-7788 
Attention: Public Finance

to the Bank with respect 
to credit matters:

The Toronto-Dominion Bank, NY Branch 
c/o TD Securities (USA) LLC 
31 West 52nd Street
New York, New York 10019 
Attention: Karima Omar/Chiun Ng 
Telephone: (212) 827-7732/(212) 827-7566
Facsimile: (212) 827-7244

karima.omar@tdsecurities.com/
chiun.ng@tdsecurities.com

Email:

to the Bank, with respect 
to Drawings under the 
Letter of Credit:

The Toronto-Dominion Bank 
222 Bay Street
E&Y Tower 15th Floor Toronto Ontario M5K 1A2 
Attention: Vlad Penchuk / Christine Kim
Telephone: (416) 307 0529 / (416) 982-8748
Facsimile:
Email:

(416) 982 8619
V olodymyr .P enchuk@tdsecuritie s, com 
Christine.Kim@tdsecurities.com 

Please send all notifications to:
TDSINotices@tdsecurities.com
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to the Paying Agent: L J
L J
L J
Attention: [
Telephone: 
Facsimile:

J

)___ -

Jto the Remarketing 
Agents:

L
J
J

Attention: [__________
Telephone: (___ )___ -
Facsimile: (___ )

L J
JL
]L

JAttention: [____
Telephone: (___)
Facsimile: (___)

The Bank may rely on any notice (including telephone communication) purportedly made 
by or on behalf of the other, and shall have no duty to verify the identity or authority of the 
Person giving such notice, unless such actions or omissions would amount to gross negligence or 
intentional misconduct.

Survival of Covenants; Successors and Assigns. 
agreements, representations and warranties made herein and in the certificates delivered pursuant 
hereto shall survive the making of any Drawing or Advance hereunder and shall continue in full 
force and effect and until all Obligations hereunder, under the Fee Letter and under the Bank 
Bonds shall have been paid in full. Whenever in this Agreement and the Fee Letter any of the 
parties hereto and thereto is referred to, such reference shall, subject to the last sentence of this 
Section, be deemed to include the successors and assigns of such party, and all covenants, 
promises and agreements by or on behalf of the City which are contained in this Agreement, the 
Fee Letter and the Bank Bonds shall inure to the benefit of the successors and assigns of the 
Bank. The City may not transfer its rights or obligations under this Agreement, the Fee Letter or 
the Bank Bonds without the prior written consent of the Bank. The Bank may transfer some or 
all of its rights and obligations under this Agreement and the Letter of Credit with the prior 
written consent of the City (which consent shall not be withheld unreasonably); provided that 
(i) the City has received written notice from each Rating Agency then rating the Bonds that the 
transfer shall not cause the lowering, withdrawal or suspension of any ratings then existing on 
the Bonds; and (ii) the Bank shall be responsible for all costs resulting from the transfer. This 
Agreement and the Fee Letter are made solely for the benefit of the City, the Bank, and no other 
Person (including, without limitation, the Paying Agent, any Remarketing Agent or any holder of

(a) All covenants,Section 9.03.
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Bonds) shall have any right, benefit or interest under or because of the existence of this 
Agreement or the Fee Letter.

(h) Notwithstanding the foregoing, the Bank shall be permitted to grant to one or more 
financial institutions (each a “Participant ”) a participation or participations in all or any part of 
the Bank’s rights and benefits under this Agreement, the Letter of Credit, the Fee Letter and the 
Bank Bonds on a participating basis but not as a party to this Agreement, the Letter of Credit, the 
Fee Letter or the Bank Bonds (a ‘‘Participation’’) without the consent of the City. In the event of 
any such grant by the Bank of a Participation to a Participant, the Bank shall remain responsible 
for the performance of its obligations hereunder and under the Letter of Credit, and the City shall 
continue to deal solely and directly with the Bank in connection with the Bank’s rights and 
obligations hereunder and thereunder. The City agrees that each Participant shall, to the extent of 
its Participation, be entitled to the benefits of this Agreement, the Letter of Credit, the Fee Letter 
and the Bank Bonds as if such Participant were the Bank; provided that no Participant shall have 
the right to declare, or to take actions in response to, an Event of Default under Section 7.01 
hereof; provided further that all references to “Taxing Jurisdiction” in Section 2.13 hereof shall 
also refer to any jurisdiction, taxing authority or taxing jurisdiction in which the Participant is 
organized, has its principal place of business, is managed and controlled or from which or 
through which payments to or from the Participant are made; and provided further that no such 
Participant shall be entitled to receive payment pursuant to Section 2.14 hereof in an amount 
greater than the amount which would have been payable had the Bank not granted a Participation 
to such Participant; provided further that the City’s liability to any Participant shall not in any 
event exceed that liability which the City would owe to the Bank but for such participation.

Unconditional Obligations.
Agreement, the Fee Letter and the Bank Bonds shall be absolute, unconditional, irrevocable and 
payable strictly in accordance with the terms of the Resolution, the Paying Agent Agreement, 
this Agreement, the Fee Letter and the Bank Bonds, under all circumstances whatsoever, 
including, without limitation, the following:

The obligations of the City under thisSection 9.04.

any lack of validity or enforceability of this Agreement, the Fee Letter, the 
Letter of Credit, the Bank Bonds or, to the extent permitted by Law, the Bonds, the 
Resolution, the Paying Agent Agreement, or any other Program Document;

(a)

any amendment or waiver of or any consent to departure from the terms of 
the Resolution, the Paying Agent Agreement, or all or any of the other Program 
Documents to which the Bank has not consented in writing;

(b)

(c) the existence of any claim, counterclaim, set off, recoupment, defense, or 
other right which any Person may have at any time against the Bank, the City, the Paying 
Agent, any Remarketing Agent, or any other Person, whether in connection with this 
Agreement, the Fee Letter, the Bank Bonds, the Resolution, the Paying Agent 
Agreement, the other Program Documents, or any other transaction related thereto;

(d) any statement or any other document presented pursuant hereto or 
pursuant to the Letter of Credit which the Bank in good faith determines to be valid,
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sufficient or genuine and which subsequently proves to be forged, fraudulent, invalid or 
insufficient in any respect or any statement therein being untrue or inaccurate in any 
respect whatsoever;

(e) payment by the Bank of a Drawing or an Advance against presentation of 
a request which the Bank in good faith determines to be valid, sufficient or genuine and 
which subsequently is found not to comply with the terms of this Agreement; and

(f) any other circumstances or happening whatsoever whether or not similar 
to any of the foregoing.

Section 9.05. Liability of Bank: Indemnification, (a) To the fullest extent

PERMITTED BY THE LAWS OF THE STATE, THE ClTY ASSUMES ALL RISKS OF THE ACTS OR OMISSIONS
of the Paying Agent, the Remarketing Agent, and the officers, directors, agents, and

EMPLOYEES OF EITHER OR BOTH OF THEM (COLLECTIVELY, THE “CP SELLERS”) WITH RESPECT TO 
THE USE OF THE LETTER OF CREDIT AND THE USE OF PROCEEDS THEREUNDER; PROVIDED THAT THIS 
ASSUMPTION WITH RESPECT TO THE BANK IS NOT INTENDED TO AND SHALL NOT PRECLUDE THE 
CITY FROM PURSUING SUCH RIGHTS AND REMEDIES AS IT MAY HAVE AGAINST ANY CP SELLER 
UNDER ANY OTHER AGREEMENTS. NEITHER THE BANK NOR ANY OF ITS OFFICERS, DIRECTORS, 
EMPLOYEES OR AGENTS SHALL BE LIABLE OR RESPONSIBLE FOR (i) THE USE OF THE LETTER OF 
CREDIT, THE DRAWINGS OR ADVANCES THEREUNDER OR HEREUNDER, THE PROCEEDS OF THE
Bonds or the transactions contemplated hereby and by the program documents or

FOR ANY ACTS OR OMISSIONS OF ANY CP SELLER; (ii) THE VALDITY, SUFFICIENCY OR GENUINENESS 
OF ANY DOCUMENTS DETERMINED IN GOOD FAITH BY THE BANK TO BE VALD, SUFFICIENT OR 
GENUINE, EVEN IF SUCH DOCUMENTS SHALL, IN FACT, PROVE TO BE IN ANY OR ALL RESPECTS 
INVALID, FRAUDULENT, FORGED OR INSUFFICIENT; (ill) PAYMENTS BY THE BANK AGAINST 
PRESENTATION OF REQUESTS FOR DRAWINGS OR REQUESTS FOR WHICH THE BANK IN GOOD FAITH 
HAS DETERMINED TO BE VALID, SUFFICIENT OR GENUINE AND WHICH SUBSEQUENTLY ARE FOUND 
NOT TO COMPLY WITH THE TERMS OF THIS AGREEMENT OR THE LETTER OF CREDIT; (IV) ANY 
MECHANICAL ERROR, OMISSION, INTERRUPTION OR DELAY IN THE TRANSMISSION, DISPATCH OR 
DELIVERY OR ANY MESSAGE OR ADVICE, HOWEVER TRANSMITTED IN CONNECTION WITH THIS
Agreement or the Letter of Credit; or (v) any other circumstances whatsoever in

MAKING OR FAILING IN GOOD FAITH TO MAKE PAYMENT HEREUNDER OR UNDER THE LETTER OF 
CREDIT; PROVIDED THAT THE CITY SHALL NOT BE REQUIRED TO INDEMNIFY THE BANK FOR ANY 
CLAIMS, LOSSES, LIABILITIES, COSTS OR EXPENSES TO THE EXTENT, BUT ONLY TO THE EXTENT, 
SOLELY AND DIRECTLY CAUSED BY THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF THE 
BANK.

(b) TO THE EXTENT PERMITTED BY THE LAWS OF THE STATE OF CALIFORNIA, THE ClTY 
HEREBY INDEMNIFIES AND HOLDS HARMLESS THE BANK AND ANY OF ITS OFFICERS, DIRECTORS, 
EMPLOYEES OR AGENTS FROM AND AGAINST ANY AND ALL DIRECT, AS OPPOSED TO 
CONSEQUENTIAL OR PUNITIVE CLAIMS, DAMAGES (THE RIGHT TO RECEIVE CONSEQUENTIAL OR 
PUNITIVE DAMAGES BEING HEREBY WAIVED), LOSSES, LIABILITIES, COSTS OR EXPENSES 
(INCLUDING SPECIFICALLY REASONABLE ATTORNEYS’ FEES) WHICH THE BANK OR ANY OF ITS 
OFFICERS, DIRECTORS, EMPLOYEES OR AGENTS MAY INCUR BY REASON OF OR IN CONNECTION WITH 
(I) THE EXECUTION AND DELIVERY OF THIS AGREEMENT, THE FEE LETTER, THE LETTER OF CREDIT
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and the Program Documents and the transactions contemplated hereby or thereby;
AND (II) THE STATEMENTS CONTAINED IN THE OFFERING MEMORANDUM PREPARED AND 
DISTRIBUTED IN CONNECTION WITH THE BONDS; PROVIDED THAT THE CITY SHALL NOT BE 
REQUIRED TO INDEMNIFY THE BANK, AND THE CITY SHALL HAVE A CAUSE OF ACTION AGAINST THE 
BANK, AND THE BANK SHALL BE LIABLE, FOR ANY DIRECT, AS OPPOSED TO CONSEQUENTIAL OR 
PUNITIVE CLAIMS, DAMAGES (THE RIGHT TO RECEIVE CONSEQUENTIAL OR PUNITIVE DAMAGES 
BEING HEREBY WAIVED), LOSSES, LIABILITIES, COSTS OR EXPENSES (a) TO THE EXTENT, BUT ONLY 
TO THE EXTENT, SOLELY AND DIRECTLY CAUSED BY (1) THE BANK’S WILLFUL MISCONDUCT OR 
GROSS NEGLIGENCE IN DETERMINING WHETHER THE DOCUMENTS PRESENTED UNDER THE LETTER 
OF CREDIT COMPLY WITH THE TERMS OF THE LETTER OF CREDIT (IT BEING UNDERSTOOD AND 
AGREED BY THE PARTIES HERETO THAT IN MAKING SUCH PAYMENT THE BANK’S EXCLUSIVE 
RELIANCE ON THE DOCUMENTS PRESENTED TO THE BANK IN ACCORDANCE WITH THE TERMS OF THE 
LETTER OF CREDIT AS TO ANY AND ALL MATTERS SET FORTH THEREIN, WHETHER OR NOT ANY SUCH 
STATEMENT OR ANY SUCH DOCUMENT PRESENTED TO THE BANK PURSUANT TO THE LETTER OF 
CREDIT PROVES TO BE FORGED, FRAUDULENT, INVALID OR INSUFFICIENT IN ANY RESPECT OR ANY 
STATEMENT THEREIN PROVES TO BE UNTRUE OR INACCURATE IN ANY RESPECT WHATSOEVER SHALL 
NOT BE DEEMED WILLFUL MISCONDUCT OR GROSS NEGLIGENCE OF THE BANK); OR (2) THE BANK’S 
WILLFUL OR GROSSLY NEGLIGENT FAILURE TO MAKE LAWFUL PAYMENT UNDER THE LETTER OF 

CREDIT AFTER THE PROPER PRESENTATION TO THE BANK BY THE ISSUING AND PAYING AGENT OR A 
SUCCESSOR ISSUING AND PAYING AGENT UNDER THE RESOLUTION OF A DRAWING STRICTLY 
COMPLYING WITH THE TERMS AND CONDITIONS OF THE LETTER OF CREDIT, UNLESS SUCH FAILURE 
SHALL HAVE RESULTED FROM CIRCUMSTANCES BEYOND THE CONTROL OF THE BANK; OR 
(B) INCURRED IN CONNECTION WITH THE MATERIAL INACCURACY OF THE STATEMENTS CONTAINED

THAT WERE
FURNISHED IN WRITING, OR OTHERWISE CONSENTED TO IN WRITING, BY THE BANK EXPRESSLY FOR 
inclusion therein. The Bank is hereby expressly authorized and directed to honor any demand 
for payment which is made under the Letter of Credit without regard to, and without any duty on 
its part to inquire into the existence of, any disputes or controversies between the City, any 
Remarketing Agent, the Paying Agent or any other person or the respective rights, duties or 
liabilities of any of them, or whether any facts or occurrences represented in any of the 
documents presented under the Letter of Credit are true and correct.

IN THE OFFERING MEMORANDUM UNDER THE CAPTION “THE BANKS-

Section 9.06. Expenses and Taxes. The City will promptly pay (a) the reasonable fees 
and expenses set forth in the Fee Letter; (b) the reasonable fees and disbursements of counsel to 
the Bank with respect to advising the Bank as to the rights and responsibilities under this 
Agreement and the Fee Letter after the occurrence of an Event of Default; and (c) all reasonable 
costs and expenses, if any, in connection with the enforcement of this Agreement and the Fee 
Letter and any other documents which may be delivered in connection herewith or therewith, 
including in each case the fees and disbursements of counsel to the Bank. In addition, the City 
shall pay any and all stamp and other taxes and fees payable or determined to be payable in 
connection with the execution, delivery, filing and recording of this Agreement and the Fee 
Letter and the security contemplated by the Program Documents and any related documents and 
agrees to hold the Bank harmless from and against any and all liabilities with respect to or 
resulting from any delay in paying or omission to pay such taxes and fees. In addition, the City 
agrees to pay, after the occurrence of an Event of Default, all costs and expenses (including 
attorneys’ fees and costs of settlement) incurred by the Bank in enforcing any obligations or in
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collecting any payments due from the City hereunder or under the Fee Letter by reason of such 
Event of Default or in connection with any refinancing or restructuring of the credit 
arrangements provided under this Agreement or the Fee Letter in the nature of a “workout” or of 
any insolvency or bankruptcy proceedings.

No Waiver; Conflict. Neither any failure nor any delay on the part of the 
Bank in exercising any right, power or privilege hereunder, nor any course of dealing with 
respect to any of the same, shall operate as a waiver thereof, preclude any other or further 
exercise thereof nor shall a single or partial exercise thereof preclude any other or further 
exercise thereof or the exercise of any other right, power or privilege. To the extent of any 
conflict between this Agreement, the Letter of Credit, the Resolution and any other Program 
Documents, this Agreement shall control solely as between the City and the Bank.

Section 9.07.

Modification, Amendment, Waiver, Etc. No modification, amendment or 
waiver of any provision of this Agreement or the Fee Letter shall be effective unless the same 
shall be in writing and signed by the parties hereto.

Section 9.08.

Severability. Any provision of this Agreement which is prohibited or 
unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such 
prohibition or unenforceability without invalidating the remaining provisions hereof or affecting 
the validity or enforceability of such provision in any other jurisdiction, and all other remaining 
provisions hereof will be construed to render them enforceable to the fullest extent permitted by 
Law.

Section 9.09.

This Agreement may be executed in two or moreSection 9.10.
counterparts, each of which shall constitute an original, but when taken together shall constitute 
but one agreement and any of the parties hereto may execute this Agreement by signing any such

Counterparts.

counterpart.

Table of Contents; Headings. The table of contents and the section and 
subsection headings used herein have been inserted for convenience of reference only and do not 
constitute matters to be considered in interpreting this Agreement.

Section 9.11.

Entire Agreement. This Agreement and the Fee Letter represents

THE FINAL AGREEMENT BETWEEN THE PARTIES HERETO AND MAY NOT BE CONTRADICTED BY 
EVIDENCE OF PRIOR, CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS OF THE PARTIES 
HERETO.

Section 9.12.

Governing Law. (a) This Agreement shall be governed by and construed in 
accordance with the laws of the State of California.

Section 9.13.

(b) The parties hereto hereby irrevocably submit to the jurisdiction of the

FEDERAL AND STATE COURTS OF THE STATE OF CALIFORNIA AND ANY APPELLATE COURT FROM 
ANY THEREOF, IN ANY ACTION, SUIT OR PROCEEDING BROUGHT AGAINST OR BY IT IN CONNECTION
with this Agreement or any Related Document or for recognition or enforcement of

ANY JUDGMENT RELATED THERETO, AND THE PARTIES HERETO HEREBY IRREVOCABLY AND
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UNCONDITIONALLY AGREE THAT ALL CLAIMS IN RESPECT OF ANY SUCH ACTION OR PROCEEDING 
MAY BE HEARD OR DETERMINED IN SUCH CALIFORNIA FEDERAL OR STATE COURT.

(c) The covenants and consents made pursuant to this Section 9.13 shall be irrevocable 
and unmodifiable, whether in writing or orally, and shall be applicable to any subsequent 
amendments, renewals, supplements or modifications of this Agreement. In the event of 
litigation, this Agreement may be filed as a written consent to a trial by the court.

Section 9.14. Right of Set-off. To the fullest extent permitted by the Laws of the State, 
upon the occurrence and during the continuance of an Event of Default, the Bank is hereby 
authorized at any time and from time to time without notice to the City (any such notice being 
expressly waived by the City), and to the fullest extent permitted by Law, to exercise any right of 
set-off with respect to any and all balances, credits, deposits (general or special, time or demand, 
provisional or final), accounts or monies at any time held and other Debt at any time owing by 
the Bank to or for the account of the City and constituting Revenues (irrespective of the currency 
in which such accounts, monies or Debt may be denominated and the Bank are authorized to 
convert such accounts, monies and Debt into U.S. dollars) against any and all of the obligations 
of the City under this Agreement, the Fee Letter and the Bank Bonds, whether or not the Bank 
shall have made any demand with respect thereto.

The rights of the Bank under this section are in addition to, in augmentation of, and do 
not derogate from or impair, other rights and remedies (including, without limitation, other rights 
of set-off) which the Bank may have. The Bank agrees to promptly notify the City after any 
such set-off and application referred to above, provided that failure to give such notice shall not 
affect the validity of such set-off and application.

USA Patriot Act; Government Regulations. The Bank hereby notifies theSection 9.15.
City that pursuant to the requirements of the Patriot Act, the Bank is required to obtain, verify 
and record information that identifies the City, which information includes the name and address 
of the City and other information that will allow the Bank to identify the City in accordance with 
the Patriot Act. The City shall, promptly following a request by the Bank, provide all 
documentation and other information that the Bank reasonably requests in order to comply with 
its ongoing obligations under applicable Law or regulation, including, without limitation, “know 
your customer” and anti-money laundering rules and regulations, including the Patriot Act, and 
shall comply with all applicable Bank Secrecy Act (“BSA ") laws and regulations, as amended.

The City hereby represents and warrants and covenants and agrees (a) that it is not and 
shall not be listed on the Specially Designated Nationals and Blocked Person List or other 
similar lists maintained by the Office of Foreign Assets Control (“OFAC”), the Department of 
the Treasury or included in any Executive Orders, that prohibits or limits the Bank from making 
any advance or extension of credit to the City or from otherwise conducting business with the 
City and (b) to ensure that the proceeds of the Bonds shall not be used to violate any of the 
foreign asset control regulations of OFAC or any enabling statute or Executive Order relating 
thereto.

-63-



Section 9.16. Dealing with the City, the Paying Agent, and/or the Remarketing Agent. 
Nothing in this Agreement shall prevent the Bank and its affiliates from accepting deposits from, 
extending credit to and generally engaging in any kind of banking, trust or other business with 
the City, the Paying Agent, and/or any Remarketing Agent regardless of the capacity of the Bank 
hereunder.

Arm ’s-Length Transaction. In connection with all aspects of each. Section 9.17.
transaction contemplated hereby (including in connection with any amendment, waiver or other 
modification hereof or of any other Program Document), the City acknowledges and agrees that:
(a) (i) the services regarding this Agreement, the Letter of Credit and the Fee Letter provided by 
the Bank and any affiliate thereof are arm’s-length commercial transactions between the City, on 
the one hand, and the Bank and its affiliates, on the other hand, (ii) the City has consulted its own 
legal, accounting, regulatory and tax advisors to the extent it has deemed appropriate, and 
(iii) the City is capable of evaluating, and understands and accepts, the terms, risks and 
conditions of the transactions contemplated hereby and by the other Program Documents;
(b) (i) the Bank and its affiliates each is and has been acting solely as a principal and, except as 
expressly agreed in writing by the relevant parties, has not been, is not, and will not be acting as 
an advisor (including, without limitation, as a financial advisor or municipal advisor (as defined 
in Section 15B of the Securities Exchange Act of 1934, as amended, and the related final rules)), 
or agent or fiduciary, for the City, or any other Person, (ii) the Bank has no fiduciary duty 
pursuant to Section 15B of the Securities Exchange Act of 1934 as amended, to the City with 
respect to this transaction and the discussions, undertakings and procedures leading thereto 
(irrespective of whether the Bank or any of its affiliates has provided other services or is 
currently providing other services to the City on other matters) and (iii) neither the Bank nor any 
of its affiliates has any obligation to the City with respect to the transactions contemplated 
hereby except those obligations expressly set forth herein and in the other Program Documents;
(c) the Bank and its affiliates may be engaged in a broad range of transactions that involve 
interests that differ from those of the City, and neither the Bank nor any of its affiliates has any 
obligation to disclose any of such interests to the City and (d) the Bank has not provided any 
advice or assumed any advisory or fiduciary responsibility in favor of the City with respect to the 
transaction contemplated hereby and the discussions, undertakings and procedures leading 
thereto (whether or not the Bank, or any affiliate of the Bank, has provided other services or 
advised, or is currently providing other services or advising the City on other matters) and the 
Bank is not recommending that the City take an action with respect to the transaction described 
in this Agreement and the other Program Documents.

[Remainder of Page Intentionally Left Blank]
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In Witness Whereof, the City and the Bank have duly executed this Agreement as of 
the date first above written.

City of Los Angeles

By:
Name:
Title:

Approved as to form:

Michael N. Feuer, City Attorney

Date: November , 2018

By:
Deputy/Assistant City Attorney

The Toronto-Dominion Bank, New York 
Branch

By:
Name:
Title:

[Signature Page to Reimbursement Agreement]



Exhibit A

Form of No Default Certificate

This No Default Certificate (this "Certificate ”) is furnished to The Toronto-Dominion 
Bank, New York Branch (the “Bank”) pursuant to that certain Reimbursement Agreement dated 
as of November 1, 2018 (the “Agreement”), between City of Los .Angeles (the “City”) and 
Bank. Unless otherwise defined herein, the terms used in this Certificate shall have the 
meanings assigned thereto in the Agreement.

The Undersigned hereby certifies that:

I am the duly elected chief financial officer of the City;1.
I have reviewed the terms of the Agreement and I have made, or have 

caused to be made under my supervision, a detailed review of the transactions and 
conditions of the System during the accounting period covered by the attached financial 
statements;

2.

The examinations described in paragraph 2 did not disclose, and I have no 
knowledge of, the existence of any condition or the occurrence of any event which 
constitutes a Default or Event of Default during or at the end of the accounting period 
covered by the attached financial statements or as of the date of this Certificate, except as 
set forth below;

3.

To the best of my knowledge the financial statements required by 
Section 6.05 of the Agreement and being furnished to you concurrently with this 
certificate fairly represent the financial condition of the System in accordance with 
GAAP (subject to year end adjustments) as of the dates and for the periods covered 
thereby; and

4.

Described below are the exceptions, if any, to paragraph 3 by listing, in detail, the nature 
of the condition or event, the period during which it has existed and the action which the City has 
taken, is taking, or proposes to take with respect to each such condition or event:

Exhibit A
(to Reimbursement Agreement)



The foregoing certifications and the financial statements delivered with this Certificate in 
support hereof are made and delivered this day of , 20_.

City of Los Angeles

By:
Name:
Title:
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Exhibit B

Form of Form of Custody Agreement

This Custody Agreement (this “Agreement”), dated as of November 1, 2018, is made 
between The Toronto-Dominion Bank, New York Branch (the “Bank") and U.S. Bank National 
Association, as paying agent (the “Paying Agent”) under the Paying Agent Agreement (defined 
below) and as custody agent (the “Custody Agent”) hereunder.

(1) The City of Los Angeles (the “City”) and the Bank are parties to that certain 
Reimbursement Agreement dated as of November 1, 2018 (as amended, modified, renewed or 
extended from time to time, the “Reimbursement Agreement”).

(2) Pursuant to the terms and conditions set forth in the Reimbursement Agreement, the 
Bank has agreed to issue its irrevocable transferable Letter of Credit (as defined in the 
Reimbursement Agreement), for the account of the City in support of the City of Los Angeles 
Wastewater System Subordinate Revenue Bonds, Variable Rate Refunding Series 2018-C (the 
“Bonds”) executed and delivered under that certain Paying Agent Agreement dated as of
__________, 2018 (the “Paying Agent Agreement"), between the City of Los Angeles (the
“City”) and the Paying Agent (all other terms used herein which are defined in the 
Reimbursement Agreement and not defined herein shall have the same meanings assigned to 
them in the Reimbursement Agreement, unless the context otherwise requires).

(3) Pursuant to the terms and conditions set forth in the Reimbursement Agreement, in 
the event that the Letter of Credit is drawn upon to pay the purchase price of Bonds tendered in 
accordance with the Paying Agent Agreement, such Bonds will be delivered to, owned by and 
registered in the name of the Bank (the “Bank Bonds ”), until such time as the Bank Bonds are 
remarketed or cancelled and the Bank is reimbursed for all amounts due under the 
Reimbursement Agreement; and

(4) The Bank hereby wishes to direct the Paying Agent, while the Bonds are held in 
book-entry form, to make certain direct registration electronic book-entries upon the purchase of 
Bonds by the Bank under the Letter of Credit and upon their subsequent remarketing, on the 
terms and under the conditions set forth in this Agreement, and the Paying Agent is willing to do 
so; and

(5) The Bank hereby wishes to appoint the Custody Agent as its agent to take 
possession of and hold the Bank Bonds on behalf of and for the benefit of the Bank, on the terms 
and under the conditions set forth in this Agreement, and the Custody Agent is willing to do so.

Now, Therefore, in consideration of the mutual covenants recited herein, and for other 
good and valuable consideration, the receipt of which is hereby acknowledged, it is hereby 
agreed as follows:

1. So long as the Bonds are issued in book-entry form and held by the Paying Agent as 
custodian of DTC as part of DTC’s fast automated transfer program (“FAST Eligible Bonds”),



concurrently with the Paying Agent’s receipt of the purchase price for each purchase of Bonds 
by the Bank under the Letter of Credit, the Paying Agent, as a participant of DTC (or any other 
successor securities depository) or an eligible transfer agent, shall make a direct registration 
electronic book-entry (A) crediting the DTC account designated by such Bank as its account in 
which to hold Bank Bonds purchased by it (each, the “Dank Book-Entry Account ”) by the 
principal amount of the Bonds purchased under the Letter of Credit by the Bank using the Bank 
Bond CUS1P number for such Bonds set forth below; and (B) debiting the book-entry account of 
DTC for the Bonds (thereby reducing the principal balance of the global certificate representing 
the Bonds) (the “DTC Book-Entry Account”) by the principal amount of the Bonds purchased 
under the Letter of Credit by the Bank. The CUSIP number for Bonds that are Bank Bonds is
_________. So long as the Bonds are FAST Eligible Bonds, upon a remarketing of Bank Bonds
in accordance with the terms of the Reimbursement Agreement and the Paying Agent’s receipt 
from the Remarketing Agent and/or the City of the amounts set forth in Section 2.03(a) of the 
Reimbursement Agreement, the Paying Agent, as a participant of DTC (or any other successor 
securities depository) or an eligible transfer agent, shall make a direct registration electronic 
book-entry in its records (A) debiting the Bank Book-Entry Account of the Bank by the principal 
amount of the Bonds so remarketed; and (B) crediting the DTC Book-Entry Account for such 
Bonds (thereby increasing the principal balance of the global certificate representing such 
Bonds) by the principal amount of the Bonds so remarketed. The Paying Agent acknowledges 
that it is familiar with the procedures and requirements set forth in a notice from The Depository 
Trust Company, dated April 4, 2008, respecting “Variable Rate Demand Obligations (“ VRDO”) 
Failed Remarketings and Issuance of Bank Bonds”, and agrees that, with respect to any and all 
Bank Bonds, it will follow the procedures and requirements set forth in such notice, as the same 
may be amended from time to time. To the extent that, following any amendment of such notice, 
the procedures and requirements therein should become inconsistent with any aspect of the 
provisions in the preceding clause (i), the Paying Agent, the City and the Bank shall promptly 
negotiate in good faith and agree upon amendments of the preceding clause (i) so as to eliminate 
such inconsistency.

2. If the Bonds are no longer FAST Eligible Bonds, concurrently with the receipt of 
the purchase price for each purchase of Bonds by the Bank under the Letter of Credit, the Paying 
Agent shall cause each Bank Bond to be registered in the name of the Bank and shall be held by 
the Paying Agent as the agent, bailee and custodian (in such capacity, the “Custody Agent”) of 
the Bank for the exclusive benefit of the Bank, The Custody Agent acknowledges and agrees 
that it is acting and will act with respect to Bank Bonds at the direction of the Bank for the 
exclusive benefit of the Bank and is not and shall not at any time be subject in any manner or to 
any extent to the direction or control of the City or any other Person with respect to the Bonds. 
The Custody Agent agrees to act in strict accordance with this Agreement and in accordance 
with any lawful written instructions delivered to the Custody Agent from time to time pursuant 
hereto by the Bank. Under no circumstances shall the Custody Agent deliver possession of the 
Bonds to, or cause Bonds to be registered in the name of, the City, the Remarketing Agent or any 
Person other than the Bank except in accordance with the express terms of this Agreement or 
otherwise upon the written instructions of the Bank. If, while the Reimbursement Agreement is 
in effect, the Custody Agent shall become entitled to receive or shall receive any payment in 
respect of any Bank Bonds held for the Bank, the Custody Agent agrees to accept the same as the 
Bank’s agent and to hold the same in trust on behalf of the Bank and to deliver the same



forthwith to the Bank. Upon the remarketing of any Bank Bonds and the Paying Agent’s receipt 
from the Remarketing Agent and/or the City of the amounts set forth in Section 2.03(a) of the 
Reimbursement Agreement, the Custody Agent shall release Bank Bonds in a principal amount 
equal to the principal amount so remarketed to the Remarketing Agent for such Bonds or the 
City, as the case may be, in accordance with the terms of the Paying Agent Agreement. The 
Custody Agent may rely and shall be protected in acting upon any document believed by it to be 
genuine and to have been signed or presented by the proper party or parties. The Custody Agent 
shall not be liable for any error in judgment made in good faith by its responsible officers, 
employees and agents unless the Custody Agent, its responsible officers, employees or agents 
were grossly negligent or engaged in willful misconduct. Anything herein to the contrary 
notwithstanding, the Custody Agent shall have no liability hereunder for any act or omission 
except as shall result from its gross negligence or willful misconduct. Except as provided above, 
without the prior written consent of the Bank for whom the Custody Agent is holding Bank 
Bonds, the Custody Agent agrees that it will not sell, assign, transfer, exchange or otherwise 
dispose of, or grant any option with respect to, Bank Bonds, and will not create, incur or permit 
to exist any pledge, lien, mortgage, hypothecation, security interest, charge, option or any other 
encumbrance or take any other action with respect to the Bank Bonds, or any interest therein, or 
any proceeds thereof. The Custody Agent shall deliver to the Bank for whom the Custody Agent 
is holding Bank Bonds at the Bank’s request such information as may be in the possession of the 
Custody Agent with respect to such Bank Bonds. If the Custody Agent is holding Bank Bonds, 
the Custody Agent, at its own expense, shall maintain and keep in full force and effect: fidelity 
insurance; theft of documents insurance; forgery insurance; and errors and omissions insurance 
(which may be maintained by self-insurance). All such insurance shall be in amounts, with 
standard coverage and subject to deductibles that tire customary for insurance typically 
maintained by a bank or other financial institution acting as custodian.

3. This Agreement cannot be amended or modified except in a writing signed by the 
Custody Agent and the Bank.

4. This Agreement shall inure to the benefit of and shall be binding upon the Custody 
Agent and the Bank, and their respective successors and assigns.

5. Beyond its duties as to the custody of the Bank Bonds expressly provided herein, 
the Custody Agent shall not have any duty to the Bank as to any Bank Bonds in the Custody 
Agent’s possession or control, or in the possession or control of any of the Custody Agent’s 
agents or nominees, or as to any income thereon or as to the preservation of rights against prior 
parties or any other rights pertaining thereto. In performing its duties under this Agreement, the 
Custody Agent shall not be liable to the Bank except for gross negligence or willful misconduct 
in the performance of its obligations hereunder.

6. The Bank shall indemnify and hold harmless the Custody Agent against any and all 
liability arising out of the Custody Agent’s performance of its obligations hereunder, except due 
to gross negligence or willful misconduct of the Custody Agent.

7. The Custody Agent agrees to maintain the Agreement without charge to the Bank, 
so long as it acts as Paying Agent with respect to the Bonds.



8, This Custody Agreement shall be governed by, and construed in accordance with, 
the laws of the State of New York.

9. It shall not be necessary that all parties execute and deliver the same counterpart of 
this Agreement. This Agreement shall therefore become effective when each party has executed 
a counterpart hereof and delivered the same to the other parties. All such counterparts, 
collectively, shall be deemed a single agreement.

The Bank acknowledges that the Custody Agent is acting as Paying Agent under the 
Paying Agent Agreement for the holders of the Bonds. The Bank agrees that nothing contained 
in this Custody Agreement shall be construed to require the Custody Agent to do any act or omit 
to do any act contrary to the duties of the Paying Agent under the Paying Agent Agreement for 
the holders of the Bonds.

10.

11. The Custody Agent shall be afforded the same rights and protections hereunder as 
accorded to it in its role as Paying Agent under the Paying Agent Agreement for the holders of 
the Bonds.

[Remainder of Page Intentionally Left Blank; Signature Pages Follow]



In Witness Whereof, the parties hereto have hereunto set their hands by their 
authorized representatives, all as of the date above first written.

The Bank

The Toronto-Dominton Bank, New York 
Branch

By:
Name:
Title:

The Custody Agent

U.S. BankNational Association

By:
Name:
Title:

Exhibit B
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Exhibit C

[Form Of Request For Extension]

The Toronto-Dominion Bank 
222 Bay Street
E&Y Tower 15th Floor Toronto Ontario M5K 1A2 
Attention: Vlad Penchuk / Christine Kim 
Telephone: (416) 307 0529 /(416) 982-8748

Via Facsimile to (416) 982 8619cc:

Request for Extension of Irrevocable Transferable 
Direct-Pay Letter of Credit No.___________

Re:

Ladies and Gentlemen:

Pursuant to Section 2.12 of that certain Reimbursement Agreement, dated as of 
November 1, 2018 (the ‘‘Reimbursement Agreement”), by and between the City of Los Angeles 
(the ‘‘City”) and The Toronto-Dominion Bank, New York Branch (the “Bank”), the City hereby 
requests that the Letter of Credit Expiration Date be extended for a one-year extension. All 
capitalized terms contained herein which are not specifically defined herein shall be deemed to 
have the definition set forth in the Reimbursement Agreement.

The Bank is requested to notify the City of its decision with respect to this request for 
extension within 60 days of the date of receipt of all information necessary, in the Bank’s 
reasonable judgment, to permit the Bank to make an informed credit decision. If the Bank fails 
to notify the City of its decision within such 60 day period, the Bank shall be deemed to have 
rejected such request.

Very truly yours,

City of Los Angeles

By:
Name:
Title:

U.S. Bank National Association, 
as Paying Agent

cc:

Exhibit C
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Exhibit D

Section 10.8.3 of the Los Angeles Administrative Code

Sec. 10.8.3. Equal Employment practices Provisions.

Every non-construction contract with or on behalf of the City of Los Angeles for which the consideration is 
$1,000 or more, and every construction contract for which the consideration is $1,000 or more, shall contain the 
following provisions, which shall be designated as the Equal EMPLOYMENT PRACTICES provision of such 
contract:

During the performance of this contract, the contractor agrees and represents that it will provide 
equal employment practices and the contractor and each subcontractor hereunder will ensure that in his or her 
employment practices persons are employed and employees are treated equally and without regard to or because of 
race, religion, ancestry, national origin, sex, sexual orientation, age, disability, marital status or medical condition.

A.

This provision applies to work or service performed or materials manufactured or1.
assembled in the United States.

2. Nothing in this section shall require or prohibit the establishment of new classifications
of employees in any given craft, work or service category.

3. The contractor agrees to post a copy of Paragraph A hereof in conspicuous places at its
place of business available to employees and applicants for employment.
B. The contractor will, in all solicitations or advertisements for employees placed by or on behalf of the 

contractor, state that all qualified applicants will receive consideration for employment without regard to their race, 
religion, ancestry, national origin, sex, sexual orientation, age, disability, marital status or medical condition,

C. As part of the City’s supplier registration process, and/or at the request of the awarding authority, or 
the Board of Public Works, Office of Contract Compliance, the contractor shall certify in the specified format that 
he or she has not discriminated in the performance of City contracts against any employee or applicant for 
employment on the basis or because of race, religion, national origin, ancestry, sex, sexual orientation, age, 
disability, marital status or medical condition.

D. The contractor shall permit access to and may be required to provide certified copies of all of his or 
her records pertaining to employment and to employment practices by the awarding authority or the Office of 
Contract Compliance for the purpose of investigation to ascertain compliance with the Equal Employment Practices 
provisions of City contracts. On their or either of their request the contractor shall provide evidence that he or she 
has or will comply therewith.

E. The failure of any contractor to comply with the Equal Employment Practices provisions of this 
contract may be deemed to be a material breach of City contracts. Such failure shall only be established upon a 
finding to that effect by the awarding authority, on the basis of its own investigation or that of the Board of Public 
Works, Office of Contract Compliance. No such finding shall be made or penalties assessed except upon a full and 
fair hearing after notice and an opportunity to be heard has been given to the contractor.

F. Upon a finding duly made that the contractor has failed to comply with the Equal Employment 
Practices provisions of a City contract, the contract may be forthwith canceled, terminated or suspended, in whole 
or in part, by the awarding authority, and all monies due or to become due hereunder may be forwarded to and 
retained by the City of Los Angeles, In addition thereto, such failure to comply may be the basis for a determination 
by the awarding authority or the Board of Public Works that the said contractor is an irresponsible bidder or 
proposer pursuant to the provisions of Section 371 of the Charter of the City of Los Angeles. In the event of such a 
determination, such contractor shall be disqualified from being awarded a contract with the City of Los Angeles for 
a period of two years, or until the contractor shall establish and cany out a program in conformance with the 
provisions hereof.

Notwithstanding any other provision of this contract, the City of Los Angeles shall have any and all 
other remedies at law or in equity for any breach hereof.

G.



The Board of Public Works shall promulgate rules and regulations through the Office of Contract 
Compliance, and provide necessary forms and required language to the awarding authorities to be included in City 
Request for Bids or Request for Proposal packages or in supplier registration requirements for the implementation of 
the Equal Employment Practices provisions of this contract, and such rules and regulations and forms shall, so far as 
practicable, be similar to those adopted in applicable Federal Executive orders. No other rules, regulations or forms 
may be used by an awarding authority of the City to accomplish the contract compliance program.

H.

Nothing contained in this contract shall be construed in any manner so as to require or permit any actI.
which is prohibited by law.

J. At the time a supplier registers to do business with the City, or when an individual bid or proposal is 
submitted, the contractor shall agree to adhere to the Equal Employment Practices specified herein during the 
performance or conduct of City Contracts.

K. Equal Employment Practices shall, without limitation as to the subject or nature of employment 
activity, be concerned with such employment practices as:

1. Hiring practices;
2. Apprenticeships where such approved programs are functioning, and other on-the-job 

training for non-apprenticeable occupations;
3. Training and promotional opportunities; and
4. Reasonable accommodations for persons with disabilities.

L. All contractors subject to the provisions of this section shall include a like provision in all 
subcontracts awarded for work to be performed under the contract with the City and shall impose the same 
obligations, including but not limited to filing and reporting obligations, on the subcontractors as are applicable to 
the contractor. Failure of the contractor to comply with this requirement or to obtain the compliance of its 
subcontractors with all such obligations shall subject the contractor to the imposition of any and all sanctions 
allowed by law, including but not limited to termination of the contractor’s contract with the City.
Section History

Amended by: Ord. No. 147,030, Eff 4-28-75; Paragraphs A., B., C., Ord. No. 164,516, Eff. 4-13-89; Paragraphs C., 
Ord. No. 168,244, Eff. 10-18-92; Ord. No. 173,186, Eff. 5-22-00; Subsec. F Ord. No, 173,285, Eff. 6-26-00, Oper. 
7-1-00.
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[Exhibit E

Section 10.8.4 of the Los Angeles Administrative Code

Sec. 10.8.4. Affirmative Action Program Provisions

Every non-construction contract with or on behalf of the City of Los Angeles for which the consideration is 
SI00,000 or more and every construction contract with or on behalf of the City of Los Angeles for which the 
consideration is S5.000 or more shall contain the following provisions which shall be designated as the 
Affirmative Action Program provisions of such contract:

During the performance of a City contract, the contractor certifies and represents that the contractor 
and each subcontractor hereunder will adhere to an affirmative action program to ensure that in its employment 
practices, persons are employed and employees are treated equally and without regard to or because of race, 
religion, ancestry, national origin, sex, sexual orientation, age, disability, marital status or medical condition.

A.

This provision applies to work or services performed or materials manufactured or1.
assembled in the United States.

2. Nothing in this section shall require or prohibit the establishment of new classifications 
of employees in any given craft, work or service category.

3. The contractor shall post a copy of Paragraph A hereof in conspicuous places at its place 
of business available to employees and applicants for employment.
B. The contractor will, in all solicitations or advertisements for employees placed by or on behalf of the 

contractor, state that all qualified applicants will receive consideration for employment without regard to their race, 
religion, ancestry, national origin, sex, sexual orientation, age, disability, marital status or medical condition.

C. As part of the City’s supplier registration process, and/or at the request of the awarding authority or 
the Office of Contract Compliance, the contractor shall certify on an electronic or hard copy form to be supplied, 
that the contractor has not discriminated in the performance of City contracts against any employee or applicant for 
employment on the basis or because of race, religion, ancestry, national origin, sex, sexual orientation, age, 
disability, marital status or medical condition.

D. The contractor shall permit access to and may be required to provide certified copies of all of its 
records pertaining to employment and to its employment practices by the awarding authority or the Office of 
Contract Compliance, for the purpose of investigation to ascertain compliance with the Affirmative Action Program 
provisions of City contracts, and on their or either of their request to provide evidence that it has or will comply 
therewith.

E. The failure of any contractor to comply with the Affirmative Action Program provisions of City 
contracts may be deemed to be a material breach of contract. Such failure shall only be established upon a finding to 
that effect by the awarding authority, on the basis of its own investigation or that of the Board of Public Works, 
Office of Contract Compliance. No such finding shall be made except upon a full and fair hearing after notice and an 
opportunity to be heard has been given to the contractor.

F. Upon a finding duly made that the contractor has breached the Affirmative Action Program 
provisions of a City contract, the contract may be forthwith cancelled, terminated or suspended, in whole or in part, 
by the awarding authority, and all monies due or to become due hereunder may be forwarded to and retained by the 
City of Los Angeles. In addition thereto, such breach may be the basis for a determination by the awarding authority 
or the Board of Public Works that the said contractor is an irresponsible bidder or proposer pursuant to the 
provisions of Section 371 of the Los Angeles City Charter. In the event of such determination, such contractor shall 
be disqualified from being awarded a contract with the City of Los Angeles for a period of two years, or until he or 
she shall establish and cany out a program in conformance with the provisions hereof.

G. In the event of a finding by the Fair Employment and Housing Commission of the State of 
California, or the Board of Public Works of the City of Los Angeles, or any court of competent jurisdiction, that the 
contractor has been guilty of a willful violation of the California Fair Employment and Housing Act, or the



Affirmative Action Program provisions of a City contract, there may be deducted from the amount payable to the 
contractor by the City of Los Angeles under the contract, a penalty of TEN DOLLARS (S10.00) for each person for 
each calendar day on which such person was discriminated against in violation of the provisions of a City contract.

Notwithstanding any other provisions of a City contract, the City of Los Angeles shall have any and 
all other remedies at law or in equity for any breach hereof.

The Public Works Board of Commissioners shall promulgate rules and regulations through the 
Office of Contract Compliance and provide to the awarding authorities electronic and hard copy forms for the 
implementation of the Affirmative Action Program provisions of City contracts, and rules and regulations and forms 
shall, so far as practicable, be similar to those adopted in applicable Federal Executive Orders. No othei rules, 
regulations or forms may be used by an awarding authority of the City to accomplish this contract compliance 
program.

H.

I.

Nothing contained in City contracts shall be construed in any manner so as to require or permit anyJ.
act which is prohibited by law.

The contractor shall submit an Affirmative Action Plan which shall meet the requirements of this 
chapter at the time it submits its bid or proposal or at the time it registers to do business with the City. The plan 
shall be subject to approval by the Office of Contract Compliance prior to award of the contract. The awarding 
authority may also require contractors and suppliers to take part in a pre-registration, pre-bid, pre-proposal, or pre
award conference in order to develop, improve or implement a qualifying Affirmative Action Plan. Affirmative 
Action Programs developed pursuant to this section shall be effective for a period of twelve months from the date of 
approval by the Office of Contract Compliance. In case of prior submission of a plan, the contractor may submit 
documentation that it has an Affirmative Action Plan approved by the Office of Contract Compliance within the 
previous twelve months. If the approval is 30 days or less from expiration, the contractor must submit a new Plan 
to the Office of Contract Compliance and that Plan must be approved before the contract is awarded.

Every contract of $5,000 or more which may provide construction, demolition, 
renovation, conservation or major maintenance of any kind shall in addition comply with the requirements 
of Section 10.13 of the Los Angeles Administrative Code.

A contractor may establish and adopt as its own Affirmative Action Plan, by affixing his 
or her signature thereto, an Affirmative Action Plan prepared and furnished by the Office of Contract 
Compliance, or it may prepare and submit its own Plan for approval.

The Office of Contract Compliance shall annually supply the awarding authorities of the City with a 
list of contractors and suppliers who have developed Affirmative Action Programs. For each contractor and supplier 
the Office of Contract Compliance shall state the date the approval expires. The Office of Contract Compliance shall 
not withdraw its approval for any Affirmative Action Plan or change the Affirmative Action Plan after the date of 
contract award for the entire contract term without the mutual agreement of the awarding authority and the 
contractor.

K.

(1)

(2)

L.

The Affirmative Action Plan required to be submitted hereunder and the pre-registration, pre-bid, 
pre-proposal or pre-award conference which may be required by the Board of Public Works, Office of Contract 
Compliance or the awarding authority shall, without limitation as to the subject or nature of employment activity, be 
concerned with such employment practices as:

M,

Apprenticeship where approved programs are functioning, and other on-the-job training1.
for non-apprenticeable occupations;

Classroom preparation for the job when not apprenticeable;
Pre-apprenticeship education and preparation;
Upgrading training and opportunities;
Encouraging the use of contractors, subcontractors and suppliers of all racial and ethnic 

groups, provided, however, that any contract subject to this ordinance shall require the contractor, 
subcontractor or supplier to provide not less than the prevailing wage, working conditions and practices

2.

3.
4.
5.
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generally observed in private industries in the contractor's, subcontractor’s or supplier’s geographical area 
for such work;

The entry of qualified women, minority and all other journeymen into the industry; and
The provision of needed supplies or job conditions to permit persons with disabilities to

be employed, and minimize the impact of any disability.
N. Any adjustments which may be made in the contractor’s or supplier’s work force to achieve the 

requirements of the City’s Affirmative Action Contract Compliance Program in purchasing and construction shall be 
accomplished by either an increase in the size of the work force or replacement of those employees who leave the 
work force by reason of resignation, retirement or death and not by termination, layoff, demotion or change in grade.

O. Affirmative Action Agreements resulting from the proposed Affirmative Action Plan or the pre
registration, pre-bid, pre-proposal or pre-award conferences shall not be confidential and may be publicized by the 
contractor at his or her discretion. Approved Affirmative Action Agreements become the property of the City and 
may be used at the discretion of the City in its Contract Compliance Affirmative Action Program.

P. This ordinance shall not confer upon the City of Los Angeles or any Agency, Board or Commission 
thereof any power not otherwise provided by law to determine the legality of any existing collective bargaining 
agreement and shall have application only to discriminatory employment practices by contractors or suppliers 
engaged in the performance of City contracts.

Q. All contractors subject to the provisions of this section shall include a like provision in all 
subcontracts awarded for work to be performed under the contract with the City and shall impose the same 
obligations, including but not limited to filing and reporting obligations, on the subcontractors as are applicable to 
the contractor. Failure of the contractor to comply with this requirement or to obtain the compliance of its 
subcontractors with all such obligations shall subject the contractor to the imposition of any and all sanctions 
allowed by law, including but not limited to termination of the contractor’s contract with the City.

6.

7.

Section History

Amended by Ord. No. 147,030, Eff. 4-28-75; Paragraphs A., B,, C., Ord. No. 164,516, Eff. 4-13-89; Paragraphs B. 
and C., Ord. No. 168,244, Eff. 10-18-92; Title and Section, Ord. No. 173,186, Eff. 5-22-00; Subsec. F, Ord. No. 
173,285, Eff. 6-26-00, Oper. 7-1-00.]
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Exhibit F

Section 10.10 of the Los Angeles Administrative Code

Sec. 10.10 Child support assignment Orders

a. Definitions.
1. Awarding Authority means a subordinate or component entity or person of the City 

(such as a City department or Board of Commissioners) that has the authority to enter into a contract or 
agreement for the provision of goods or services on behalf of the City of Los Angeles.

Contract means any agreement, franchise, lease or concession including an agreement 
for any occasional professional or technical personal services, the performance of any work or service, the 
provision of any materials or supplies, or the rendering of any service to the City of Los Angeles or to the 
public which is let, awarded or entered into with, or on behalf of, the City of Los Angeles or any awarding 
authority thereof.

2.

Contractor means any person, firm, corporation, partnership or any combination thereof 
which submits a bid or proposal or enters into a contract with any awarding authority of the City of Los 
Angeles.

3.

Subcontractor means any person, firm, corporation, partnership or any combination 
thereof who enters into a contract with a contractor to perform or provide a portion of any contract with the 
City.

4.

Principal Owner means any person who owns an interest of 10 percent or more in a 
contractor or subcontractor as defined herein.

Mandatory Contract Provisions. Every contract that is let, awarded or entered into with or on 
behalf of the City of Los Angeles shall contain a provision obligating the contractor or subcontractor to frilly comply 
with all applicable State and Federal employment reporting requirements for the contractor or subcontractor’s 
employees. The contractor or subcontractor will also be required to certify that the principal owner(s) thereof are in 
compliance with any Wage and Earnings Assignment Orders and Notices of Assignment applicable to them 
personally, that the contractor or subcontractor will fully comply with all lawfully served Wage and Earnings 
Assignment Orders and Notices of Assignments in accordance with California Family Code §§5230 et seq. and that 
the contractor or subcontractor will maintain such compliance throughout the term of the contract.

Failure of a contractor or subcontractor to comply with all applicable reporting requirements or to 
implement lawfully served Wage and Earnings Assignments or Notices of Assignment or failure of the principal 
owner(s) to comply with any Wage and Earnings Assignments or Notices of Assignment applicable to them 
personally shall constitute a default under the contract. Failure of the contractor or subcontractor or principal owner 
thereof to cure the default within 90 days of notice of such default by the City shall subject the contract to 
termination.

5.

b.

c. Notice to Bidders. Each awarding authority shall be responsible for giving notice of the provisions 
of this ordinance to those who bid on, or submit proposals for, prospective contracts with the City,

d. Current Contractor Compliance. Within 30 days of the operative date of this ordinance, the City, 
through its operating departments, shall serve upon existing contractors a written request that they and their 
subcontractors (if any) comply with all applicable State and Federal employment reporting requirements for the 
contractor and subcontractor’s employees, that they certify that the principal owner(s) of the contractor and any 
subcontractor are in compliance with any Wage and Earnings Assignment Orders and Notices of Assignment 
applicable to them personally, that the contractor and subcontractor will fully comply with all lawfully served Wage 
and Earnings Assignment Orders and Notices of Assignments in accordance with California Family Code §§5230 et 
seq. and that the contractor and subcontractor will maintain such compliance throughout the term of the contract.



e. City’s Compliance with California Family Code. The City shall maintain its compliance with the 
provisions of California Family Code §§5230 et seq. and all other applicable law regarding its obligations as an 
employer to implement lawfully served Wage and Earnings Assignments and Notices of Assignment.

f. Report of Employees’ Names to District Attorney.

1. The City shall maintain its current practice of assisting the District Attorney’s support 
enforcement activities by annually reporting to the Los Angeles County District Attorney the names of all 
of its employees and retirees so that the District Attorney may identify those employees and retirees subject 
to Wage and Earnings Assignment Orders and Notices of Assignment and may establish court orders for 
support, where appropriate. Should the District Attorney so request it, the City will provide such 
information on a more frequent basis.

2. All applicants for employment with the City of Los Angeles will be asked to 
acknowledge their responsibility to comply with any court-ordered support obligations and will be advised 
of the City’s practice of assisting the District Attorney as described in the provisions of Subsection f.l., 
above.

Section History

Added by Ord. No. 172,401, Eff.2-13-99.
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Exhibit G

Section 10.37 of the Los Angeles Administrative Code

Sec. 10.37. Legislative findings

The City awards many contracts to private firms to provide services to the public and to City government. 
Many lessees or licensees of City property perform services that affect the proprietary interests of City government 
in that their performance impacts the success of City operations. The City also provides financial assistance and 
landing to others for the purpose of economic development or job growth. The City expends grant funds under 
programs created by the federal and state governments. Such expenditures serve to promote the goals established 
for those programs by such governments and similar goals of the City. The City intends that the policies underlying 
this article serve to guide the expenditure of such funds to the extent allowed by the laws under which such grant 
programs are established.

Experience indicates that procurement by contract of services has all too often resulted in the payment by 
service contractors to their employees of wages at or slightly above the minimum required by federal and state 
minimum wage laws. Such minimal compensation tends to inhibit the quantity and quality of services rendered by 
such employees to the City and to the public. Underpaying employees in this way fosters high turnover, 
absenteeism, and lackluster performance. Conversely, adequate compensation promotes amelioration of these 
undesirable conditions. Through this article the City intends to require service contractors to provide a minimum 
level of compensation that will improve the level of services rendered to and for the City.

The inadequate compensation typically paid today also fails to provide service employees with resources 
sufficient to afford life in Los Angeles. It is unacceptable that contracting decisions involving the expenditure of 
City funds should foster conditions placing a burden on limited social services. The City, as a principal provider of 
social support services, has an interest in promoting an employment environment that protects such limited 
resources. In requiring the payment of a higher minimum level of compensation, this article benefits that interest.

Nothing less than the living wage should be paid by the recipients of City financial assistance themselves. 
Whether they be engaged in manufacturing or some other line of business, the City does not wish to foster an 
economic climate where a lesser wage is all that is offered to the working poor. The same adverse social 
consequences from such inadequate compensation emanate just as readily from manufacturing, for example, as 
service industries. This article is meant to protect these employees as well.

The City holds a proprietary interest in the work performed by many employees employed by lessees and 
licensees of City property and by their service contractors and subcontractors. In a very real sense, the success or 
failure of City operations may turn on the success or failure of these enterprises, for the City has a genuine stake in 
how the public perceives the services rendered for them by such businesses. Inadequate compensation of these 
employees adversely impacts the performance by the City’s lessee or licensee and thereby does the same for the 
success of City operations. By the 1998 amendment to this article, recognition is given to the prominence of this 
interest at those facilities visited by the public on a frequent basis, including but not limited to, terminals at Los 
Angeles International Airport, Ports O’Call Village in San Pedro, and golf courses and recreation centers operated 
by the Department of Recreation and Parks. This article is meant to cover all such employees not expressly 
exempted.

Requiring payment of the living wage serves both proprietary and humanitarian concerns of the City. 
Primarily because of the latter concern and experience to date regarding the failure of some employers to honor their 
obligation to pay the living wage, the 1998 amendments introduce additional enforcement mechanisms to ensure 
compliance with this important obligation. Non-complying employers must now face the prospect of paying civil 
penalties, but only if they fail to cure non-compliance after having been given formal notice thereof. Where non
payment is the issue, employers who dispute determinations of non-compliance may avoid civil penalties as well by 
paying into a City holding account the monies in dispute. Employees should not fear retaliation, such as by losing 
their jobs, simply because they claim their right to the living wage, irrespective of the accuracy of the claim. The 
1998 amendments strengthen the prohibition against retaliation to serve as a critical shield against such employer 
misconduct.



Section History

Article and Section Added by Ord. No. 171,547, Eff, 5-5-97. 
Amended by: In Entirety, Ord. No. 172,336, Eff. 1-14-99.

SEC. 10.37.1. DEFINITIONS

The following definitions shall apply throughout this article:
’Airport” means the Department of Airports and each of the airports which it operates.
’Airport Employer” means an Employer, as the term is defined in this section, at the Airport. 
’Airport Employee” means an Employee, as the term is defined in this section, of an Airport

(a)

(b)
(c)

Employer.
’Awarding authority” means that subordinate or component entity or person of the City (such as a 

department) or of the financial assistance recipient that awards or is otherwise responsible for the administration of a 
service contract or public lease or license, or, where there is no such subordinate or component entity or person, then 
the City or the City financial assistance recipient.

’City” means the City of Los Angeles and all awarding authorities thereof, including those City 
departments which exercise independent control over their expenditure of funds, but excludes the Community 
Redevelopment Agency of the City of Los Angeles (“CRA”). The CRA is urged, however, to adopt a policy similar 
to that set forth in this article.

(d)

(e)

’City financial assistance recipient” means any person who receives from the City discrete 
financial assistance for economic development or job growth expressly articulated and identified by the City, as 
contrasted with generalized financial assistance such as through tax legislation, in accordance with the following 
monetary limitations. Assistance given in the amount of one million dollars ($1,000,000) or more in any twelve
month period shall require compliance with this article for five years from the date such assistance reaches the one 
million dollar ($1,000,000) threshold. For assistance in any twelve-month period totaling less than one million 
dollars ($1,000,000) but at least one hundred thousand dollars ($100,000), there shall be compliance for one year if 
at least one hundred thousand dollars ($100,000) of such assistance is given in what is reasonably contemplated at 
the time to be on a continuing basis, with the period of compliance beginning when the accrual during such twelve
month period of such continuing assistance reaches the one-hundred thousand dollar ($100,000) threshold.
Categories of such assistance include, but are not limited to, bond financing, planning assistance, tax increment 
financing exclusively by the City, and tax credits, and shall not include assistance provided by the Community 
Development Bank. City staff assistance shall not be regarded as financial assistance for purposes of this article. A 
loan shall not be regarded as financial assistance. The forgiveness of a loan shall be regarded as financial 
assistance. A loan shall be regarded as financial assistance to the extent of any differential between the amount of 
the loan and the present value of the payments thereunder, discounted over the life of the loan by the applicable 
federal rate as used in 26 U.S.C. Sections 1274(d), 7872(f). A recipient shall not be deemed to include lessees and 
sublessees.
A recipient shall be exempted from application of this article if:

it is in its first year of existence, m which case the exemption shall last for one (1) year,
it employs fewer than five (5) employees for each working day in each of twenty (20) or 

more calendar weeks in the current or preceding calendar year, or
it obtains a waiver as provided herein.

A recipient - who employs the long-term unemployed or provides trainee positions intended to prepare employees 
for permanent positions, and who claims that compliance with this article would cause an economic hardship - may 
apply in writing to the City department or office administering such assistance, which department or office which 
shall forward such application and its recommended action on it to the City Council. Waivers shall be effected by 
Council resolution.

(f)

(1)

(2)

(3)
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Contractor” means any person that enters into: 
a service contract with the City,
a service contract with a proprietary lessee or licensee or sublessee or sublicensee, or
a contract with a City financial assistance recipient to assist the recipient in performing 

the work for which the assistance is being given. Vendors, such as service contractors, of City financial assistance 
recipients shall not be regarded as contractors except to the extent provided in Subsection (i).*
♦Technical correction due to re-lettering of subsections: “Subsection (f)” corrected to “Subsection (i)”.

Designated Administrative Agency (DAA)” means the Department of Public Works, Bureau of 
Contract Administration, who shall bear administrative responsibilities under this article.

’Employee” means any person - who is not a managerial, supervisory, or confidential employee and 
who is not required to possess an occupational license - who is employed

as a service employee of a contractor or subcontractor on or under the authority of one or 
more service contracts and who expends any of his or her time thereon, including but not limited to: hotel 
employees, restaurant, food service or banquet employees; janitorial employees; security guards; parking attendants; 
nonprofessional health care employees; gardeners; waste management employees; and clerical employees;

as a service employee - of a public lessee or licensee, of a sublessee or sublicensee, or of 
a service contractor or subcontractor of a public lessee or licensee, or sublessee or sublicensee - who works on the 
leased or licensed premises;

(g)
(1)

(2)

(3)

(h)

(0

(1)

(2)

by a City financial assistance recipient who expends at least half of his or her time on the(3)
funded project; or

(4) by a service contractor or subcontractor of a City financial assistance recipient and who 
expends at least half of his or her time on the premises of the City financial assistance recipient directly involved 
with the activities funded by the City.

’Employer” means any person who is a City financial assistance recipient, contractor, subcontractor, 
public lessee, public sublessee, public licensee, or public sublicensee and who is required to have a business tax 
registration certificate by Los Angeles Municipal Code §§ 21.00 - 21.198 or successor ordinance or, if expressly 
exempted by the Code from such tax, would otherwise be subject to the tax but for such exemption; provided, 
however, that corporations organized under §501 (c)(3) of the United States Internal Revenue Code of 1954, 26 
U.S.C. §501(c)(3), whose chief executive officer earns a salary which, when calculated on an hourly basis, is less 
than eight (8) times the lowest wage paid by the corporation, shall be exempted as to all employees other than child 
care workers.

0)

‘Person” means any individual, proprietorship, partnership, joint venture, corporation, limited 
liability company, trust, association, or other entity that may employ individuals or enter into contracts.

‘Public lease or license”.

(k)

(1)

(a) Except as provided in (l)(b)*, “Public lease or license” means a lease or license of City property on 
which services are rendered by employees of the public lessee or licensee or sublessee or sublicensee, or of a 
contractor or subcontractor, but only where any of the following applies:
♦Technical correction due to re-lettering of subsections: “(i)(b)” corrected to “(l)(b)”.

The services are rendered on premises at least a portion of which is visited by 
substantial numbers of the public on a frequent basis (including, but not limited to, airport 
passenger terminals, parking lots, golf courses, recreational facilities); or

Any of the services could feasibly be performed by City employees if the 
awarding authority had the requisite financial and staffing resources; or

The DAA has determined in writing that coverage would further the proprietary

0)

(2)

(3)
interests of the City.
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(b) A public lessee or licensee will be exempt from the requirements of this article subject to the 
following limitations:

The lessee or licensee has annual gross revenues of less than the annual gross revenue 
threshold, three hundred fifty thousand dollars ($350,000), from business conducted on City property;

(1)

(2) The lessee or licensee employs no more than seven (7) people total in the company on
and off City property;

(3) To qualify for this exemption, the lessee or licensee must provide proof of its gross 
revenues and number of people it employs in the company’s entire workforce to the awarding authority as 
required by regulation;

(4) Whether annual gross revenues are less than three hundred fifty thousand dollars 
($350,000) shall be determined based on the gross revenues for the last tax year prior to application or such 
other period as may be established by regulation;

The annual gross revenue threshold shall be adjusted annually at the same rate and at the 
same time as the living wage is adjusted under section 10.37.2 (a);

A lessee or licensee shall be deemed to employ no more than seven (7) people if the 
company’s entire workforce worked an average of no more than one thousand two-hundred fourteen 
(1,214) hours per month for at least three-fourths (3/4) of the time period that the revenue limitation is 
measured;

(5)

(6)

Public leases and licenses shall be deemed to include public subleases and sublicenses;
If a public lease or license has a term of more than two (2) years, the exemption granted 

pursuant to this section shall expire after two (2) years but shall be renewable in two-year increments upon 
meeting the requirements therefor at the time of the renewal application or such period established by 
regulation.

(7)
(8)

'Service contract” means a contract let to a contractor by the City primarily for the furnishing of 
services to or for the City (as opposed to the purchase of goods or other property or the leasing or renting of 
property) and that involves an expenditure in excess of twenty-five thousand dollars ($25,000) and a contract term 
of at least three (3) months; but only where any of the following applies:

(m)

(1) at least some of the services rendered are rendered by employees whose work site is on
property owned by the City,

the services could feasibly be performed by City employees if the awarding authority had 
the requisite financial and staffing resources, or

the DAA has determined in writing that coverage would further the proprietary interests

(2)

(3)
of the City.

’Subcontractor” means any person not an employee that enters into a contract (and that employs 
employees for such purpose) with

(n)

a contractor or subcontractor to assist the contractor in performing a service contract or
a contractor or subcontractor of a proprietary lessee or licensee or sublessee or 

sublicensee to perform or assist in performing services on the leased or licensed premises. Vendors, such 
as service contractors or subcontractors, of City financial assistance recipients shall not be regarded as 
subcontractors except to the extent provided in Subsection (i).*

♦Technical correction due to re-lettering of subsections: “Subsection (f)” corrected to “Subsection (i)”.
’Willful violation” means that the employer knew of his, her, or its obligations under this article and

deliberately failed or refused to comply with its provisions.

Section History

Added by Ord. No. 171,547, Eff. 5-5-97.

(1)

(2)

(o)
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Amended by: In Entirety, Ord. No. 172,336, Eff. 1-14-99; Subsec. (e), Ord. No. 176,155, Eff. 9-22-04; Subsec, (e), 
Ord. No. 176,283, Eff. 12-25-04, Oper. 9-22-04; Subsecs, (a) through (1) re-lettered (d) through (o), respectively and 
new Subsecs, (a), (b), and (c) added, Ord. No. 180,877, Eff. 10-19-09.

SEC. 10.37.2. PAYMENT OF MINIMUM COMPENSATION TO EMPLOYEES

Wages. Employers shall pay Employees a wage of no less than the hourly rates set under the 
authority of this article. The initial rates were seven dollars and twenty-five cents ($7.25) per hour with health 
benefits, as described in this article, or otherwise eight dollars and fifty cents ($8.50) per hour without health 
benefits. With the annual adjustment effective July 1, 2009, together with all previous annual adjustments as 
provided by this subsection, such rates are ten dollars and thirty cents ($10.30) per hour with health benefits or, if 
health benefits are not provided, then fourteen dollars and eighty cents ($14.80) per hour for Airport Employees and 
eleven dollars and fifty-five cents ($11.55) per hour for all other Employees. The hourly rate with health benefits to 
be paid to all Employees and the hourly rate without health benefits to be paid to Airport Employees shall be 
adjusted annually to correspond with adjustments, if any, to retirement benefits paid to members of the Los Angeles 
City Employees Retirement System (LACERS), made by the CERS Board of Administration under § 4.1040. The 
Office of Administrative and Research Services shall so advise the DAA of any such change by June 1 of each year 
and of the required new hourly rates, if any. On the basis of such report, the DAA shall publish a bulletin 
announcing the adjusted rates, which shall take effect upon such publication,

(b) Compensated Days Off. Employers shall provide at least twelve (12) compensated days off per 
year for sick leave, vacation, or personal necessity at the employee’s request. Employers shall also permit 
employees to take at least an additional ten (10) days a year of uncompensated time to be used for sick leave for the 
illness of the employee or a member of his or her immediate family where the employee has exhausted his or her 
compensated days off for that year.

Section History

Added by Ord. No. 171,547, Eff. 5-5-97.
Amended by: In Entirety, Ord. No. 172,336, Eff. 1-14-99; Subsec. (a), Ord. No. 173,285, Eff. 6-26-00, Oper. 7-1
00; Subsec. (a), Ord. No. 180,877, Eff. 10-19-09.

Sec. 10.37.3 Health benefits

(a) Health Benefits. The health benefits required by this article shall consist of the payment of at least 
four dollars and fifty cents ($4.50) per hour by Airport Employers and at least one dollar and twenty-five cents 
($1.25) per hour by all other Employers towards the provision of health care benefits for Employees and their 
dependents. Proof of the provision of such benefits must be submitted to the awarding authority to quality for the 
wage rate in Section 10.37(a) for Employees with health benefits. Airport Employees cannot waive the health 
benefits offered by an Airport Employer when the Airport Employer does not require an out-of-pocket contribution 
by the Airport Employee. Consistent with and as shall be reflected in the hourly rates payable to Airport Employees 
as provided in 10.37.2(a) above, the amount of payment for health benefits by Airport Employers shall be adjusted 
annually to correspond with adjustments, if any, to retirement benefits paid to members of the Los Angeles City 
Employees Retirement System (LACERS), made by the CERS Board of Administration under § 4.1040. The Office 
of Administrative and Research Services shall so advise the DAA of any such change by June 1 of each year and of 
the required new hourly payments, if any. On the basis of such report, the DAA shall publish a bulletin announcing 
the adjusted payment, which shall take effect upon such publication.

(b) Periodic Review. At least once every three years, the Office of Administrative and Research 
Services shall review the health benefit payment by Airport Employers set forth m 10.37.3(a) to determine whether 
the payment accurately reflects the cost of health care and to assess the impacts of the health benefit payment on 
Airport Employers and Airport Employees and shall transmit a report with its findings to the Council.

Section history

Added by Ord. No. 171,547, Eff. 5-5-97.
Amended by: In Entirety, Ord. No. 172,336, Eff. 1-14-99; In Entirety, Ord. No. 180,877, Eff. 10-19-09.

(a)
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Sec. 10.37.4. Notifying Employees of their Potential Right to federal Earned Income 
Credit

Employers shall inform employees making less than twelve dollars ($12) per hour of their possible right to 
the federal Earned Income Credit (“EIC”) under Section 32 of the Internal Revenue Code of 1954, 26 U.S.C. 
Section 32, and shall make available to employees forms informing them about the EIC and forms required to secure 
advance EIC payments from the employer.

Section History

Added by Ord. No. 171,547, Eff. 5-5-97.
Amended by; In Entirety, Ord. No. 172,336, Eff. 1-14-99, 

Sec. 10,37.5. Retaliation Prohibited.

Neither an employer, as defined in this article, nor any other person employing individuals shall discharge, 
reduce in compensation, or otherwise discriminate against any employee for complaining to the City with regard to 
the employer’s compliance or anticipated compliance with this article, for opposing any practice proscribed by this 
article, for participating in proceedings related to this article, for seeking to enforce his or her rights under this article 
by any lawful means, or for otherwise asserting rights under this article.

Section History

Added by Ord. No. 171,547, Eff. 5-5-97.
Amended by; In Entirety, Ord. No. 172,336, Eff. 1-14-99. 

Sec. 10.37.6. Enforcement.

An employee claiming violation of this article may bring an action in the Municipal Court or 
Superior Court of the State of California, as appropriate, against an employer and may be awarded:

For failure to pay wages required by this article - back pay for each day during which the

(a)

(1)
violation continued.

(2) For failure to pay medical benefits - the differential between the wage required by this 
article without benefits and such wage with benefits, less amounts paid, if any, toward medical benefits.

For retaliation - reinstatement, back pay, or other equitable relief the court may deem(3)
appropriate.

For willful violations, the amount of monies to be paid under (1) - (3) shall be trebled.
The court shall award reasonable attorney’s fees and costs to an employee who prevails in any such 

enforcement action and to an employer who so prevails if the employee’s suit was frivolous.
(c) Compliance with this article shall be required in all City contracts to which it applies, and such 

contracts shall provide that violation of this article shall constitute a material breach thereof and entitle the City to 
terminate the contract and otherwise pursue legal remedies that may be available. Such contracts shall also include a 
pledge that there shall be compliance with federal law proscribing retaliation for union organizing.

(d) An employee claiming violation of this article may report such claimed violation to the DAA which 
shall investigate such complaint. Whether based upon such a complaint or otherwise, where the DAA has 
determined that mi employer has violated this article, the DAA shall issue a written notice to the employer that the 
violation is to be corrected within ten (10) days. In the event that the employer has not demonstrated to the DAA 
within such period that it has cured such violation, the DAA may then:

Request the awarding authority to declare a material breach of the service contract, public 
lease or license, or financial assistance agreement and exercise its contractual remedies thereunder, which 
are to include, but not be limited to, termination of the service contract, public lease or license, or financial 
assistance agreement and the return of monies paid by the City for services not yet rendered.

(4)

(b)

(l)
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Request the City Council to debar the employer from future City contracts, leases, and 
licenses for three (3) years or until all penalties and restitution have been fully paid, whichever occurs last. 
Such debarment shall be to the extent permitted by, and under whatever procedures may be required by, 
law.

(2)

Request the City Attorney to bring a civil action against the employer seeking:(3)
Where applicable, payment of all unpaid wages or health premiums prescribed(i)

by this article; and/or
(ii) A fine payable to the City in the amount of up to one hundred dollars ($100) for 

each violation for each day the violation remains uncured.
Where the alleged violation concerns non-payment of wages or health premiums, the employer 

will not be subject to debarment or civil penalties if it pays the monies in dispute into a holding 
account maintained by the City for such purpose. Such disputed monies shall be presented to a 
neutral arbitrator for binding arbitration. The arbitrator shall determine whether such monies shall 
be disbursed, in whole or in part, to the employer or to the employees in question. Regulations 
promulgated by the DAA shall establish the framework and procedures of such arbitration 
process. The cost of arbitration shall be borne by the City, unless the arbitrator determines that the 
employer’s position in the matter is frivolous, in which event the arbitrator shall assess the 
employer for the full cost of the arbitration. Interest earned by the City on monies held in the 
holding account shall be added to the principal sum deposited, and the monies shall be disbursed 
in accordance with the arbitration award. A service charge for the cost of account maintenance 
and service may be deducted therefrom.

(e) Notwithstanding any provision of this Code or any other ordinance to the contrary, no criminal 
penalties shall attach for violation of this article.

Section History

Added by Ord. No. 171,547, Eff. 5-5-97.
Amended by: In Entirety, Ord. No. 172,336, Eff. 1-14-99; Subsec. (d), Para. (1), Ord. No. 173,747, Eff. 2-24-01. 

SEC, 10.37.7. Administration

The City Council shall by resolution designate a department or office, which shall promulgate rules for 
implementation of this article and otherwise coordinate administration of the requirements of this article 
(“designated administrative agency” - DAA). The DAA shall monitor compliance, including the investigation of 
claimed violations, and shall promulgate implementing regulations consistent with this article. The DAA shall also 
issue determinations that persons are City financial assistance recipients, that particular contracts shall be regarded 
as “service contracts” for purposes of Section 10.37.1(j), and that particular leases and licenses shall be regarded as 
“public leases” or “public licenses” for purposes of Section 10.37.l(i), when it receives an application for a 
determination of non-coverage or exemption as provided for in Section 10.37.13. The DAA shall also establish 
employer reporting requirements on employee compensation and on notification about and usage of the federal 
Earned Income Credit referred to in Section 10.37.4. The DAA shall report on compliance to the City Council no 
less frequently than annually.

During the first, third, and seventh years of this article’s operation since May 5, 1997, and every third year 
thereafter, the Office of Administrative and Research Services and the Chief Legislative Analyst shall conduct or 
commission an evaluation of this article’s operation and effects. The evaluation shall specifically address at least 
the following matters:

how extensively affected employers are complying with the article;
how the article is affecting the workforce composition of affected employers;
how the article is affecting productivity and service quality of affected employers;
how the additional costs of the article have been distributed among workers, their 

employers, and the City. Within ninety days of the adoption of this article, these offices shall develop

0)

(b)

(c)

(d)
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detailed plans for evaluation, including a determination of what current and future data will be needed for 
effective evaluation.

Section History

Added by Ord. No. 171,547, Eff. 5-5-97.
Amended by: In Entirety, Ord. No. 172,336, Eff. 1-14-99; Ord. No. 173,285, Eff. 6-26-00, Oper, 7-1-00; Ord. No. 
173,747, Eff. 2-24-01.

Sec. 10.37.8. Exclusion of Service Contracts from Competitive Bidding requirement.

Service contracts otherwise subject to competitive bid shall be let by competitive bid if they involve the 
expenditure of at least two-million dollars (52,000,000). Charter Section 372 shall not be applicable to service 
contracts.

Section History

Added by Ord. No. 171,547, Eff. 5-5-97.
Amended by: In Entirety, Ord. No. 172,336, Eff. 1-14-99; Ord. No. 173,285, Eff. 6-26-00, Oper. 7-1-00.

Coexistence with Other Available Relief for Specific Depriv ations of 
Protected Rights

This article shall not be construed to limit an employee’s right to bring legal action for violation of other 
minimum compensation laws.

Section History

Added by Ord. No. 171,547, Eff. 5-5-97.
Amended by: In Entirety, Ord. No. 172,336, Eff. 1-14-99.

SEC. 10.37.10.

Sec. 10.37.9.

Expenditures Covered

This article shall apply to the expenditure - whether through aid to City financial assistance recipients, 
service contracts let by the City, or service contracts let by its financial assistance recipients - of funds entirely 
within the City’s control and to other funds, such as federal or state grant funds, where the application of this article 
is consonant with the laws authorizing the City to expend such other funds.

Section History

Added by Ord. No. 171,547, Eff. 5-5-97.
Amended by: In Entirety, Ord. No. 172,336, Eff. 1-14-99.

Sec. 10.37.11 Timing of Application

(a) Original 1997 Ordinance. The provisions of this article as enacted by City Ordinance No. 171,547, 
effective May 5, 1997, shall apply to

contracts consummated and financial assistance provided after such date,
contract amendments consummated after such date and before the effective date of the 

1998 ordinance which themselves met the requirements of former Section 10.37.1(h) (definition of “service 
contract”) or which extended contract duration, and

supplemental financial assistance provided after May 5, 1997 and before the effective 
date of the 1998 ordinance which itself met the requirements ofSection 10.37.1(c).

1998 Amendment. The provisions of this article as amended by the 1998 ordinance shall apply to
service contracts, public leases or licenses, and financial assistance agreements 

consummated after the effective date of such ordinance and

(1)

(2)

(3)

(b)

(1)
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amendments, consummated after the effective date of such ordinance, to service 
contracts, public leases or licenses, and financial assistance agreements that provide additional monies or 
which extend term.

2000 amendment. The provisions of this article as amended by the 2000 ordinance shall apply to
service contracts, public leases or public licenses and City financial assistance recipient 

agreements consummated after the effective date of such ordinance and
amendments to service contracts, public leases or licenses and City financial assistance 

recipient agreements which are consummated after the effective date of such ordinance and which provide 
additional monies or which extend the term.

2009 Amendment. The provisions of this article as amended by the 2009 ordinance shall become 
operative ninety (90) days following the effective date of the 2009 ordinance.

Section History

(2)

(c)

(1)

(2)

(d)

Added by Ord. No. 171,547, Eff. 5-5-97.
Amended by: In Entirety, Ord. No. 172,336, EfF. 1-14-99; Subsec. (b), Subsec. (c) Added, Ord. No. 173,747, Eff. 2
24-01; Subsec. (d) Added, Ord. No. 180,877, Eff. 10-19-09.

Sec. 10.37.12. Suppression by Collective Bargaining Agreement

Parties subject to this article may by collective bargaining agreement provide that such agreement shall supersede 
the requirements of this article.

Section History

Added by Ord. No. 171,547, Eff. 5-5-97.
Amended by: In Entirety, Ord. No. 172,336, Eff. 1-14-99. 

SEC. 10.37.13. Liberal Interpretation of Coverage; Rebuttable Presumption of Coverage

The definitions of “City financial assistance recipient” in Section 10.37.1(c), of “public lease or license” 
in Section 10.37. l(i), andof“service contract” in Section 10.37.l(j) shall be liberally interpreted so as to further the 
policy objectives of this article. All recipients of City financial assistance meeting the monetary thresholds of 
Section 10.37.1(c), all City leases and licenses (including subleases and sublicenses) where the City is the lessor or 
licensor, and all City contracts providing for services that are more than incidental, shall be presumed to meet the 
corresponding definition just mentioned, subject, however, to a determination by the DAA of non-coverage or 
exemption on any basis allowed by this article, including, but not limited to, non-coverage for failure to satisfy such 
definition. The DAA shall by regulation establish procedures for informing persons engaging in such transactions 
with the City of their opportunity to apply for a determination of non-coverage or exemption and procedures for 
making determinations on such applications.

Section History

Added by Ord. No. 172,336, Eff. 1-14-99.
Amended by: Ord. No. 173,747, Eff. 2-24-01.

SEC. 10.37.14 Severability

If any provision of this article is declared legally invalid by any court of competent jurisdiction, the 
remaining provisions shall remain in full force and effect

Section History

Added by Ord. No. 172,336, Eff. 1-14-99.
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Fee Letter
Dated ,2018

Reference is hereby made to that (i) certain Reimbursement Agreement dated as of
_________ , 2018 (the “Agreement”), by and between the City of Los Angeles, a municipal
corporation and chartered city of the State of California (the “City”) and The Toronto- 
Dominion Bank, New York Branch (the “Bank”) relating to the City of Los Angeles 
Wastewater System Subordinate Revenue Bonds, Variable Rate Refunding Series 2018-C (the 
“Bonds”) and (ii) that certain Irrevocable Transferable Direct-Pay Letter of Credit dated the date 
hereof, issued by the Bank pursuant to the Agreement, supporting the Bonds (the “Letter of 
Credit”). Capitalized terms not otherwise defined herein shall have the meanings set forth in the 
Agreement.

The purpose of this Fee Letter is to confirm the agreement between the Bank and the City 
with respect to certain fees and expenses payable by the City to the Bank pursuant to the 
Agreement. This Fee Letter is the Fee Letter referenced in the Agreement, and the terms hereof 
are incorporated by reference into the Agreement. This Fee Letter and the Agreement are to be 
construed as one agreement between the City and the Bank, and all obligations hereunder are to 
be construed as obligations thereunder. All references to amounts due and payable under the 
Agreement will be deemed to include all amounts, fees and expenses payable under this Fee 
Letter.

Article I. Fees.

Section 1.1. Letter of Credit Fees. The City agrees to pay or cause to be paid to the 
Bank, on December 1, 2018, for the period commencing on the Closing Date and ending on 
November 30, 2018, and in arrears on the first Business Day of each March, June, September and 
December occurring thereafter to the Termination Date, and on the Termination Date, a non- 
refundable letter of credit fee (the “Letter of Credit Fee”) for each fee period, commencing on the 
first calendar day of such fee period and ending on the last calendar day of such fee period, in an 
amount equal to the product of the rate per annum corresponding to the Level specified below 
associated with the Rating (as defined below) for each calendar day during each related fee 
period as specified below (the “Letter of Credit Fee Rate”) multiplied by the Stated Amount of 
the Letter of Credit (without regard to any temporary reductions thereof) for each calendar day 
during each related fee period:



Letter of Credit 
Fee Rate 

0.22% 

0.32% 

0.47% 

0.62% 
0.77% 

0.92%

Level 
Level 1 
Level 2 
Level 3 

Level 4 
Level 5 
Level 6

Moody’s Rating 
Aa3 or above

S&P Rating 
AA- or above

Fitch Rating 
AA- or above

A1 A+ A+
AA2 A

A3 A-A-
Baal

Baa2 or below
BBB+

BBB or below
BBB+

BBB or below

The term “Rating” as used above shall mean the long-term unenhanced debt ratings assigned by 
any of Moody’s, S&P or Fitch to Parity Debt or any Debt of the City payable from or secured by 
a subordinate lien on the Revenues. In the event of a split rating (i.e., one of the Rating Agencies’ 
Rating is at a different Level than the Rating of either of the other Rating Agencies), the Letter of 
Credit Fee Rate shall be based upon the Level in which the lowest Rating appears (for the 
avoidance of doubt, Level 6 is the lowest Level, and Level 1 is the highest Level for purposes of 
the above pricing grid). In the event that any Rating is suspended, withdrawn or otherwise 
unavailable from any Rating Agency for credit related reasons, and so long as such Rating shall 
remain suspended, withdrawn or unavailable or upon the occurrence and during the occurrence 
and continuation of an Event of Default, the Letter of Credit Fee Rate shall immediately, 
automatically and without notice increase by 2.00% per annum above the Letter of Credit Fee 
Rate otherwise in effect. Any change in the Letter of Credit Fee Rate resulting from a change in a 
Rating shall be and become effective as of and on the date of the announcement of the change in 
such Rating or the occurrence of such Event of Default. References to Ratings above are 
references to rating categories as presently determined by the Rating Agencies and in the event of 
adoption of any new or changed rating system or the adoption of a “global” rating scale by any 
such Rating Agency, the Ratings from the Rating Agency in question referred to above shall be 
deemed to refer to the rating category under the new rating system or, in the event of the adoption 
of a “global” rating scale by any Rating Agency, the recalibrated or realigned rating category 
under such “global” rating scale, which most closely approximates the applicable rating category 
as currently in effect. The City acknowledges that as of the Closing Date the Letter of Credit Fee 
Rate is that specified in Level 1 in the pricing matrix above. In the event that the Letter of Credit 
Fees are not paid when due, interest shall accrue on the Letter of Credit Fees from the date 
payment is due until payment in full at the Default Rate, such interest to be payable on demand. 
Such Letter of Credit Fee shall be payable in immediately available funds and computed on the 
basis of a 360-day year and the actual number of days elapsed.

Draw Fee. The City agrees to pay to the Bank in connection with each 
Drawing under the Letter of Credit, a non-refundable drawing fee in the amount of $250, payable 
on the date of each such Drawing.

Section 1.2.

Section 1.3.
each transfer of the Letter of Credit in accordance with its terms or the appointment of a

Amendment, Transfer, Waiver Fees and Other Fees and Expenses. Upon
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successor Paying Agent under the Resolution, the City agrees to pay the Bank a non-refundable 
transfer fee of $2,500, and to reimburse the Bank for its actual costs and expenses associated 
with such transfer or appointment (including, without limitation, the reasonable fees and 
expenses of counsel to the Bank), payable on the date of such transfer or appointment.

The City agrees to pay to the Bank on the date of each amendment, modification, or 
supplement of the Agreement, this Fee Letter or the Letter of Credit or any standard amendment, 
modification, or supplement to any Program Document which requires the waiver or consent of 
the Bank, a non-refundable amendment, modification, or supplement, waiver or consent fee, as 
applicable, in a minimum amount of $2,500 (or such other amount as agreed to by the City and 
the Bank), plus the reasonable fees and expenses of any legal counsel retained by the Bank in 
connection therewith.

The City agrees to pay the Bank on the Closing Date actual out-of-pocket expenses 
incurred by the Bank in an amount not to exceed $2,500.

Termination Fee; Reduction Fee. (a) Notwithstanding the foregoing or any 
other provision of the Agreement or this Fee Letter to the contrary, the City agrees not to 
terminate, permanently reduce or replace the Letter of Credit prior to the Letter of Credit 
Expiration Date, except upon (i) the payment by the City to the Bank of the Termination Fee or a 
Reduction Fee, as described below, (ii) the payment by the City to the Bank of all Obligations 
payable under the Agreement and this Fee Letter and (iii) the City providing the Bank with thirty 
(30) days prior written notice of its intent to terminate or replace the Letter of Credit; provided, 
that any such termination of the Letter of Credit shall be in compliance with the terms and 
conditions of the Supplemental Resolution, the Paying Agent Agreement and the Agreement; 
provided, further, that no Termination Fee shall become payable if the Letter of Credit is 
terminated or replaced as a result of (1) a reduction of any of the Bank’s senior unsecured 
short-term ratings below “P-1” by Moody’s, “A-l” by S&P or “FI” by Fitch, respectively 
(provided, that for the avoidance of doubt, the ratings referenced in this clause shall mean those 
ratings assigned to The Toronto-Dominion Bank, New York Branch, and not ratings assigned to 
any other affiliate of the Bank), or (2) the Bank imposing increased costs on the City in 
accordance with Section 2.14 of the Agreement.

Section 1.4.

The City agrees that all payments to the Bank referred to in the preceding paragraph shall 
be made in immediately available funds.

(b) The City hereby agrees to pay to the Bank a Termination Fee in connection with the 
termination or replacement of the Letter of Credit by the City prior to the first anniversary' of the 
Closing Date (or the first anniversary of any extension of the Letter of Credit Expiration Date, as 
the case may be) as set forth in Section 1.4(a) hereof in an amount equal to the product of (A) the 
Letter of Credit Fee Rate in effect pursuant to Section 1.1 hereof on the date of termination,
(B) the Stated Amount (without regard to any reductions thereof subject to reinstatement, 
including without limitation, by any unreimbursed Drawings) on the date of termination, and
(C) a fraction, the numerator of which is equal to the number of days from and including the date 
of such termination to and including the first anniversary of the Closing Date (or the first 
anniversary of any extension of the Letter of Credit Expiration Date, as the case may be) and the
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denominator of which is 360 (the “Termination Fee”), payable on the date the Letter of Credit is 
terminated or replaced.

(c) The City hereby agrees to pay to the Bank a reduction fee in connection with each 
and every permanent reduction of the Stated Amount of the Letter of Credit by the City prior to 
the first anniversary of the Closing Date (or the first anniversary of any extension of the Letter of 
Credit Expiration Date, as the case may be) as set forth in Section 1.4(a) hereof in an amount 
equal to the product of (A) the Letter of Credit Fee Rate in effect pursuant to Section 1.1 hereof 
on the date of such permanent reduction, (B) the difference between the Stated Amount (without 
regard to any reductions thereof subject to reinstatement, including without limitation, by any 
unreimbursed Drawings) prior to such permanent reduction and the Stated Amount (without 
regard to any reductions thereof subject to reinstatement, including without limitation, by any 
unreimbursed Drawings) after such permanent reduction, and (C) a fraction, the numerator of 
which is equal to the number of days from and including the date of such permanent reduction to 
and including the first anniversary of the Closing Date (or the first anniversary of any extension 
of the Letter of Credit Expiration Date, as the case may be) and the denominator of which is 360 
(the “Reduction Fee”), payable on the date the Stated Amount of the Letter of Credit is 
permanently reduced.

Article II. Miscellaneous.

Section 2.1. Expenses. The City shall promptly pay on the Closing Date, all fees and 
expenses of the Bank including, without limitation, fees and expenses of special domestic 
counsel for the Bank (and also the fees and expenses of foreign counsel to the Bank in an amount 
not to exceed $45,000), in each case, plus disbursements, in connection with the preparation of 
the Agreement and this Fee Letter and the issuance of the Letter of Credit.

Section 2.2. Amendments. No amendment to this Fee Letter shall become effective 
without the prior written consent of the City and the Bank.

Governing Law. This Fee Letter shall be governed by and construed in 
accordance with the laws of the State of California.

Section 2.3.

Section 2.4. Counterparts. This Fee Letter may be executed in two or more 
counterparts, each of which shall constitute an original but both or all of which, when taken 
together, shall constitute but one instrument. This Fee Letter may be delivered by the exchange 
of signed signature pages by facsimile transmission or by email with a pdf copy or other 
replicating image attached, and any printed or copied version of any signature page so delivered 
shall have the same force and effect as an originally signed version of such signature page.

Any provision of this Fee Letter which is prohibited,Severability.Section 2.5.
unenforceable or not authorized in any jurisdiction shall, as to such jurisdiction, be ineffective to 
the extent of such prohibition, unenforceability or non-authorization without invalidating the 
remaining provisions hereof or affecting the validity, enforceability or legality of such provision 
in any other jurisdiction.
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Confidentiality. The City shall not disclose, directly or indirectly, this FeeSection 2.6.
Letter or any of its terms to any other Person except (a) to officers, directors, employees, 
accountants, attorneys, agents and advisors of the City who are directly involved in the 
consideration of this matter and the financial advisor to the City on a confidential and need-to- 
know basis, (b) under compulsion of law (whether by interrogatory, subpoena, civil investigative 
demand or otherwise), and (c) by order of any court or governmental or regulatory body, 
including any request for disclosure from the State legislature or any committee thereof.

No Disclosure. Unless required by law, the City shall not deliver or permit,Section 2.7.
authorize or consent to the delivery of this Fee Letter to any Dealer or any other Person for 
posting on the Electronic Municipal Market Access website as provided by the Municipal 
Securities Rulemaking Board unless the Bank provides its prior written consent.

[Signature Pages Follow]
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In Witness Whereof, the parties hereto have caused this Fee Letter to be duly executed 
and delivered by their respective officers thereunto duly authorized as of the date first written 
above.

City of Los Angeles

By:
Name:
Title:

APPROVED AS TO FORM:

MICHAEL N. FEUER, 
CITY ATTORNEY

By:
Title: Deputy/Assistant City Attorney 
Date Executed:______________________

Signature Page to Fee Letter (LAWW) Series 2018-C Bonds



The Toronto-Domtnion Bank, New York 
Branch

By:
Name:
Title:

Signature Page to Fee Letter (LA WW) Series 2018-C Bonds



CITY OF LOS ANGELES WASTEWATER SYSTEM 
SUBORDINATE REVENUE BONDS

Variable Rate Refunding 
Series 2018-C

REMARKETING AGREEMENT

Dated as of [Dated Date]

City of Los Angeles
Office of the City Administrative Officer 
200 North Main Street 
Room 1500, City Hall East 
Los Angeles, California 90012

Ladies and Gentlemen:

This is to confirm the agreement between the undersigned, [RA] (the “Remarketing 
Agent”), and City of Los Angeles, California (the “City”), for the Remarketing Agent to act as 
exclusive remarketing agent in connection with the offering and sale from time to time in the 
secondary market of $ [Principal Amount] aggregate principal amount of the City of Los Angeles 
Wastewater System Subordinate Revenue Bonds, Variable Rate Refunding Series 2018-C (the 
“Bonds”) issued pursuant to the City Charter of the City of Los Angeles (the “City Charter”), 
California Government Code, Sections 53570 et seq. (as amended, the “Refunding Law”), and 
the Wastewater System Subordinate Revenue Bonds General Resolution, adopted by the Council 
of the City (the “City Council”) on March 26, 1991, as amended and supplemented, including by 
the Twenty-Fifth Supplemental Resolution (the “Twenty-Fifth Supplemental Resolution”) 
adopted by the City Council on [Resolution Date] (the “Subordinate General Resolution”). The 
Bonds will have such other terms as are provided in the Paying Agent Agreement, dated as of 
[Dated Date] (the “Paying Agent Agreement”), by and between the City and [PA], as paying 
agent (the “Paying Agent”) thereunder. The Subordinate General Resolution and the Paying 
Agent Agreement are collectively referred to herein as the “Authorizing Documents.” All 
capitalized terms used herein and not defined herein shall have the meanings specified in the 
Paying Agent Agreement.

Concurrently with the execution and delivery of this Agreement, the City is entering into 
a Reimbursement Agreement, dated as of [Dated Date] (the “Reimbursement Agreement”), with 
[Bank Entity] (the “Bank”), under which the Bank will issue an irrevocable direct-pay letter of 
credit (the “Letter of Credit”). The Paying Agent is entitled to draw under the Letter of Credit to 
pay the principal (including sinking fund payments) and interest on the Bonds and to pay 
purchase price of any Bond to the extent remarketing proceeds are insufficient. The Bonds will 
be as described in, and will bear interest in accordance with, the Authorizing Documents.



1. Appointment of Remarketing Agent: Responsibilities of Remarketing Agent.

Subject to the terms and conditions herein contained, the Remarketing Agent is 
hereby appointed, and the Remarketing Agent hereby accepts such appointment and the duties 
and obligations imposed on it hereunder and under the Paying Agent Agreement, as exclusive 
remarketing agent in connection with the determination of interest rates, the offering and sale of 
the Bonds from time to time in the secondary market subsequent to the initial offering, and the 
performance and discharge of all other responsibilities stated to be that of the Remarketing Agent 
under the Paying Agent Agreement. The Remarketing Agent agrees to perform the duties and 
obligations as remarketing agent as set forth hereunder and under the Paying Agent Agreement. 
The principal office of the Remarketing Agent shall be as set forth under Section 12 hereof

It is understood and agreed that the Remarketing Agent’s responsibilities 
hereunder and under the Paying Agent Agreement will include (i) exercising its best efforts in its 
remarketing of the Bonds, (ii) effecting and processing such purchases, including processing 
trade confirmations in accordance with its usual practice, (iii) billing and receiving payment of 
Bond purchases, (iv) causing the proceeds from the secondary sale of the Bonds to be transferred 
to the Paying Agent, (v) determining the interest rates for the Interest Modes as provided in the 
Paying Agent Agreement, and (vi) performing such other related functions as provided in the 
Paying Agent Agreement of the Remarketing Agent or reasonably requested by the City and 
agreed to by the Remarketing Agent.

(a)

(b)

The obligations of the Remarketing Agent hereunder and under the Paying Agent 
Agreement, with respect to the date on which the Bonds are to be remarketed pursuant to this 
Agreement, are also subject to the further condition that on and prior to such date the 
Authorizing Documents, the Reimbursement Agreement and the Letter of Credit shall be in full 
force and effect and shall not have been amended, modified or supplemented in any way which 
would materially and adversely affect the duties of the Remarketing Agent, except as may have 
been agreed to in writing by the Remarketing Agent, and there shall be in full force and effect 
such additional resolutions, agreements, certificates (including such certificates as may be 
required by regulations for the Internal Revenue Service in order to establish or preserve the tax- 
exempt character of interest on the Bonds) and opinions, which resolutions, agreements, 
certificates and opinions shall be reasonably satisfactory in form and substance to Bond Counsel, 
to the Paying Agent, to the City and to the Bank.

(c)

2. Official Statement.

The Official Statement of the City relating to the Bonds dated [Sale Date] (the “Official 
Statement”) (other than information relating to the Reimbursement Agreement and the Bank for 
which no opinion is offered by the City) as of the date hereof does not contain any untrue or 
misleading statement of a material fact or omit to state any material fact necessary to make such 
statements therein, in the light of the circumstances under which they were made, not 
misleading. The City agrees to pay the preparation costs of as many copies of the Official 
Statement as the Remarketing Agent may reasonably request and such other information 
associated with the City and the Bonds as the Remarketing Agent shall reasonably request from 
time to time. The City shall not amend or supplement the Official Statement for the Bonds prior
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to notifying the Remarketing Agent in writing of the proposed amendment or supplement (other 
than information that is incorporated by reference).

Representation. Warranties. Covenants and Agreements of the City.

The City hereby represents and warrants to Remarketing Agent that:

it had and has full power and authority to (i) adopt the Subordinate General 
Resolution, (ii) execute and deliver this Agreement, the Reimbursement Agreement and the 
Paying Agent Agreement (the “Financing Documents”), and (iii) issue the Bonds and perform its 
obligations thereunder;

3.

(a)

the Subordinate General Resolution is in lull force and effect;(b)

the Bonds, when issued and delivered in accordance with the terms of the Paying 
Agent Agreement, will be duly authorized, executed and issued and will constitute legal, valid 
and binding obligations of the City enforceable in accordance with their respective terms, except 
as may be limited by bankruptcy, insolvency, reorganization, moratorium or other laws, judicial 
decisions or principles of equity relating to or affecting the enforcement of creditors5 rights or 
contractual obligations generally, the exercise of judicial discretion and the limitations on legal 
remedies against public entities in the State of California;

the Financing Documents have been duly authorized, executed and delivered by 
the City and the Financing Documents constitute legal, valid and binding obligations of the City, 
enforceable against the City in accordance with their respective terms, subject to the exercise of 
judicial discretion in accordance with general principles of equity and bankruptcy, insolvency, 
reorganization, moratorium or other similar laws heretofore or hereafter in effect affecting 
creditors’ rights;

(c)

(d)

the Official Statement as of its date does not contain any untrue statement of a 
material fact or omit to state a material fact required to be stated therein or necessary to make the 
statements therein, in the light of the circumstances under which they were made, not 
misleading;

(e)

there are no consents, authorizations, permits or approvals of, or filings with, any 
federal or state government authority (other than the City) required in connection with the 
issuance or sale by the City of the Bonds, the execution and delivery of the Financing 
Documents and the performance of its obligations thereunder except as may be required by state 
securities laws (as to which no representation is made) and those which have already been 
obtained or made;

(f)

the adoption of the Twenty-Fifth Supplemental Resolution and the execution, 
delivery and performance by the City of the Financing Documents do not and will not result in a 
breach or violation of, conflict with, or constitute a default under any constitutional provision, 
law, regulation, order, consent decree, judgment, agreement, indenture, deed of trust, mortgage 
or other instrument to which the City is a party or by which the City or any of its property is 
bound; and

(g)
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except as disclosed in the Official Statement, there is no action, suit proceeding, 
inquiry, litigation or governmental proceeding or investigation pending, or to the knowledge of 
the City threatened, against or affecting the City contesting the validity or enforceability of the 
Financing Documents or the existence or powers of the City.

GO

Conditions to Remarketing Agents Obligations.4.

The obligations of the Remarketing Agent under this Agreement have been undertaken in 
reliance upon, and shall be subject to, the due performance of the obligations and agreements 
hereunder to be performed by the City and to the accuracy of and compliance with the 
representations, warranties, covenants and agreements of the City contained herein, in each case 
on and as of the date of delivery of this Agreement and on and as of each date on which Bonds 
are to be remarketed pursuant to this Agreement. The obligations of the Remarketing Agent 
hereunder with respect to each date on which Bonds are subject to optional or mandatory tender 
are subject, in the discretion of the Remarketing Agent, to the following further conditions:

the Authorizing Documents, the Reimbursement Agreement and the Letter of 
Credit and all other documents and agreements referenced in the Authorizing Documents or the 
Official Statement shall be in full force and effect and shall not have been amended, modified or 
supplemented in any way which would materially and adversely affect the Bonds, except as may 
have been agreed to in writing by the Remarketing Agent, and there shall be in full force and 
effect additional resolutions, agreements, certificates and opinions which shall be reasonably 
satisfactory in form and substance to Bond Counsel; and

(a)

at or prior to the closing date (the “Closing Date”) under the Bond Purchase 
Agreement relating to the Bonds (the “Purchase Agreement”), the Remarketing Agent shall have 
received or waived receipt of all closing documents required by, and delivered pursuant to, the 
Purchase Agreement and all conditions precedent to the delivery of the Bonds shall have been 
satisfied or waived.

(b)

Term and Termination of Remarketing Agreement.5.

The Remarketing Agent, upon two day’s prior written notice, will resign if requested by 
the City by an instrument filed with the Paying Agent (with prior written notice of such request 
given by the City to the Bank), and may resign at any time on 60 days’ prior written notice to the 
City, the Paying Agent and the Bank. Following termination, the provisions of Sections 7 and 8 
will continue in effect as to transactions prior to the date of termination, and each party will pay 
the other any amounts owing at the time of termination. The Remarketing Agent (after prior 
consultation with the City) may cease remarketing and selling the Bonds with immediate effect if 
it determines, in its reasonable judgment, that upon the occurrence of any of the following events 
it is not advisable to attempt to remarket the Bonds: (i) a pending or proposed change in 
applicable tax laws or applicable securities laws, (ii) a material adverse change in the financial 
condition of the City, (iii) a banking moratorium or a material disruption in commercial banking 
and securities settlement or clearance services, (iv) hostilities or national or international 
calamity or crisis, or any escalation thereof, (v) a downgrade or withdrawal of any rating on the 
Bonds, (vi) an imposition of material restrictions on the remarketing or sale of the Bonds or 
similar obligations, (vii) a suspension of trading on the New York Stock Exchange or any other
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major national stock exchange, (viii) a material misstatement or omission in the Official 
Statement as then modified or supplemented, (ix) an event of default under the Authorizing 
Documents, or (x) a breach by the Bank of its obligation to fund draws under the Letter of 
Credit.

Dealing in Bonds by Remarketing Agent.6.

The Remarketing Agent, in its individual capacity, either as principal or agent, may buy, 
sell, own, hold and deal in any of the Bonds, and may join in any action which any owner of any 
Bond may be entitled to take with the like effect as if it did not act in any capacity hereunder. 
The Remarketing Agent, in its individual capacity, either as principal or agent, may also engage 
in or be interested in any financial or other transaction with the City and may act as depository, 
trustee or agent for any committee or body of Bondholders or other obligations of the City as 
freely as if it did not act in any capacity hereunder.

Payment of Fees and Expenses.

While the Bonds accrue interest at a Daily Rate, a Weekly Rate, the LIBOR Index Rate, 
the SIFMA Index Rate and the Short-Term Rate (as these terms are defined in the Paying Agent 
Agreement), the City shall pay the Remarketing Agent directly, as compensation for its services 
hereunder, a fee equal to five hundredths of one percent (0.05%) per annum of the weighted 
average principal amount of the Bonds outstanding during each three-month period (or in the 
case of the first period, such longer period), or such other amount as may be agreed upon from 
time to time by the City and the Remarketing Agent, payable quarterly in arrears on each 
March 1, June 1, September 1 and December 1, commencing 
Agent will not be entitled to compensation after conversion of the interest rate on the Bonds to a 
Long Rate or Fixed Interest Rate (whichever is earlier), except for a pro rata portion of the fee in 
respect of the quarter in which such conversion occurs. The parties anticipate that separate 
arrangements will be made for the remarketing of Bonds accruing interest at a Long Rate and 
Fixed Interest Rate.

7.

, 2019. The Remarketing

Remarketing Agent’s Obligation.

The obligation of the Remarketing Agent to remarket Bonds hereunder shall be on a best 
efforts basis. The Remarketing Agent shall incur no liability to the City or any person for its 
actions as remarketing agent pursuant to the terms of this Remarketing Agreement and the 
Authorizing Documents except for its willful misconduct or gross negligence.

8.

Intention of Parties.9.

It is the express intention of the parties hereto that no purchase, sale or transfer of any 
Bonds, as herein provided, shall constitute or be construed to be the extinguishment of any Bond 
or the indebtedness represented thereby or the reissuance of any Bond or the refunding of any 
indebtedness represented thereby.

5

3139481.2 042746 AGMT



Compliance with MSRB Rule G-34.10.

The City hereby authorizes and consents to the delivery to the Municipal Securities 
Rulemaking Board (the “MSRB”) pursuant to MSRB Rule G-34(c) (“Rule G-34”) by the 
Remarketing Agent of (i) the Paying Agent Agreement and (ii) the Bank Agreement and any 
other agreement entered into by the City to provide liquidity with respect to the Bonds during the 
term of this Agreement and any other documents identified by the Remarketing Agent that 
establish an obligation to provide liquidity with respect to the Bonds or that set forth or define 
critical aspects of the Bank Agreement or such other agreement for the Bonds (including any 
executed amendments, renewals, supplements or replacements to any of the aforementioned) (all 
such documents, “Rule G-34 Documents”), and covenants to provide to the Remarketing Agent 
PDF word-searchable copies of the execution versions of such Rule G-34 Documents upon the 
execution of this document to permit the filing of such Rule G-34 Documents in compliance with 
MSRB Rule G-34(c).

The City agrees that it shall provide the following to the Remarketing Agent to assist in 
complying with its obligations under MSRB Rule G-34(c): (i) no later than ten (10) business 
days prior to the proposed date of any amendment, extension, renewal, replacement or 
termination of any of the then current Rule G-34 Documents, written notice, or notice by 
Electronic Notice, that such document is proposed to be amended, extended, renewed, replaced 
or terminated, as the case may be, and the expected date of execution and delivery of such 
amendment, execution, renewal, replacement or termination, as the case may be; (ii) within one 
(1) business day after the execution and delivery of any amendment, extension, renewal, 
replacement or termination, as the case may be, of the then current Rule G-34 Documents, a 
copy thereof; and (iii) no later than three (3) business days after receiving a request from the 
Remarketing Agent for a copy of any Rule G-34 Document, a copy thereof. In each instance that 
Rule G-34 Documents are delivered to the Remarketing Agent pursuant to this Section 10, the 
City shall provide: (A) a clean final execution copy of each relevant document; and (B) in any 
such document where any redactions are made, (x) a redacted final execution copy of such 
document, and (y) a file containing a list showing all redactions that have been made to such 
document. If the City determines that any information in the Rule G-34 Documents is 
confidential or proprietary to the City or the Liquidity Provider, the City shall identify such 
information to the Remarketing Agent in writing and request its redaction. Except with respect to 
information that the City or the Liquidity Provider has identified to the Remarketing Agent to be 
redacted that is permitted to be redacted by MSRB Rule G-34 and guidance, the City further 
agrees that the Remarketing Agent shall have no responsibility, and the City holds the 
Remarketing Agent harmless, with respect to identifying and/or redacting any confidential or 
proprietary information in the Rule G-34 Documents. To the extent that redaction is required of a 
Liquidity Facility or any credit agreement pursuant to which such Liquidity Facility is provided, 
the City expects the Liquidity Provider to identify information to be redacted. The City expects 
the Remarketing Agent to comply with the reasonable requests of the Liquidity Provider with 
respect to such redaction if permitted by MSRB Rule G-34 and guidance.

No Fiduciary Role.11.

The City acknowledges and agrees that (i) the Remarketing Agent is acting solely as a 
principal and not the agent or fiduciary of the City, and in particular that the Remarketing Agent
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is not acting as a “municipal advisor” (as defined in Section 15B of the Exchange Act) and the 
Remarketing Agent has financial and other interests that differ from those of the City, (ii) the 
Remarketing Agent has no obligation to the City with respect to the offering contemplated 
hereby except the obligations expressly set forth in this Remarketing Agreement, and (iii) the 
City has consulted its own legal, financial and other advisors to the extent it has deemed 
appropriate.

Governing Law: Venue.

This Agreement shall be governed by and construed in accordance with the laws of the 
State of California. Any and all disputes or legal actions or proceedings arising out of, under 
and/or pertaining to this Agreement or any document related thereto shall be brought in the 
courts of the State of California located in the County of Los Angeles or the courts of the United 
States of America serving the County of Los Angeles jurisdiction and, by execution and delivery 
of this Agreement, the parties hereto consent to and hereby accept for themselves and in respect 
of their property, generally and unconditionally, the jurisdiction of the aforesaid courts. To the 
extent permitted by law, the parties hereto hereby irrevocably waive any objection, including, 
without limitation, any objection to the laying of venue or based on the grounds of forum non 
conveniens, which they may now or hereafter have to the bringing of any such action or 
proceedings in such respective jurisdictions.

12.

Nondiscrimination and Affirmative Action Program.13.

Non-Discrimination in Employment. To the extent that the Remarketing Agent is 
subject to the City of Los Angeles Administrative Code (“LA Admin Code”), during the term of 
this Agreement, the Remarketing Agent agrees and obligates itself in the performance of this 
Agreement not to discriminate against any employee or applicant for employment because of the 
employee’s or applicant’s race, religion, national origin, ancestry, sex, sexual orientation, age, 
physical handicap, marital status, domestic partner status, or medical condition. To the extent the 
Remarketing Agent is subject to and required by the LA Admin Code, the Remarketing Agent 
shall take affirmative action to ensure that applicants for employment are treated, during the term 
of this Agreement, without regard to the aforementioned factors and shall comply with the 
affirmative action requirements of Sections 10.8, et seq. of the LA Admin Code.

Equal Employment Practices. To the extent the Remarketing Agent is subject to 
Section 10.8.3 of the LA Admin Code (the “Equal Employment Practices”), during the 
performance of this Agreement, the Remarketing Agent agrees to comply with the Equal 
Employment Practices. By way of specification but not limitation, pursuant to Sections
10.8.3.E and 10.8.3.F of the LA Admin Code, the failure of the Remarketing Agent to comply 
with the Equal Employment Practices could be deemed to be a material breach of this 
Agreement. No such finding shall be made or penalties assessed except pursuant to the Equal 
Employment Practices and upon a full and fair hearing after notice and an opportunity to be 
heard have been given to the Remarketing Agent. Upon a finding duly made that the 
Remarketing Agent has failed to comply with the Equal Employment Practices provisions, this 
Agreement could be forthwith terminated, cancelled, or suspended to the extent required by the 
Equal Employment Practices. Any such termination of this Agreement pursuant to the Equal

(a)

(b)

7

3139481.2 042746 AGMT



Employment Practices shall be subject to the termination provisions set forth in Section 5 of this 
Agreement.

Affirmative Action Program. To the extent the Remarketing Agent is subject to 
Section 10.8.4 of the LA Admin Code (the “Affirmative Action Program”), during the 
performance of this Agreement, the Remarketing Agent agrees to comply with the Affirmative 
Action Program. By way of specification but not limitation, pursuant to Sections 10.8.4.E and
10.8.4.F of the LA Admin Code, the failure of the Remarketing Agent to comply with the 
Affirmative Action Program provisions of this Agreement could be deemed to be a material 
breach of this Agreement. No such finding shall be made ot penalties assessed except upon a full 
and fair hearing after notice and an opportunity to be heard have been given to the Remarketing 
Agent. Upon a finding duly made that the Remarketing Agent has failed to comply with the 
Affirmative Action Program provisions of this Agreement, this Agreement could be forthwith 
terminated, cancelled, or suspended to the extent required by the Affirmative Action Program 
provisions. Any such termination of this Agreement pursuant to the Affirmative Action Program 
shall be subject to the termination provisions set forth in Section 5 of this Agreement.

(c)

14. Child Support Orders.

To the extent the Remarking Agent is subject to Section 10.10, Article I, Chapter 1, 
Division 10 of the LA Admin Code related to Child Support Assignment Orders (the “Child 
Support Provisions”), the Remarketing Agent (and any subcontractor of the Remarketing Agent 
providing services to the City under this Agreement) shall (1) fully comply with all State and 
Federal employment reporting requirements for the Remarketing Agent’s or the Remarketing 
Agent’s subcontractor’s employees applicable to Child Support Assignment Orders; (2) certify 
that the principal owner(s) of the Remarketing Agent and applicable subcontractors are in 
compliance with any Wage and Earnings Assignment Orders and Notices of Assignment 
applicable to them personally; (3) fully comply with all lawfully served Wage and Earnings 
Assignment Orders and Notices of Assignment in accordance with California Family Code 
Section 5230, et seq.; and (4) maintain such compliance throughout the term of this Agreement. 
To the extent the Remarketing Agent is subject to and required by Section 10.10(b) of the LA 
Admin Code, failure of the Remarketing Agent or an applicable subcontractor to comply with all 
applicable reporting requirements or to implement lawfully served Wage and Earnings 
Assignment Orders and Notices of Assignment or the failure of any principal owner(s) of the 
Remarketing Agent or applicable subcontractors to comply with any Wage and Earnings 
Assignment Orders and Notices of Assignment applicable to them personally, shall (only to the 
extent required by the Child Support Provisions) constitute a default of this Agreement 
subjecting (only to the extent required by the Child Support Provisions) this Agreement to 
termination where such failure shall continue for more than ninety (90) days after notice of such 
failure to the Remarketing Agent or such applicable subcontractor by the City (in lieu of any 
time for cure provided elsewhere in this Agreement). Any such termination of this Agreement 
pursuant to the Child Support Provisions shall be subject to the termination provisions set forth 
in Section 5 of this Agreement.
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Compliance with Los Angeles City Charter Section 470(0/12).15.

The Remarketing Agent and any the subcontractors, and their Principals, are obligated to 
fully comply with Charter Section 470(c)(12), Ordinance No. 181972 and other applicable 
ordinances related to Charter Section 470(c)(12) regarding limitations on campaign 
contributions and fundraising for the any elected City official, the City Attorney and the 
Controller of the City, candidates for these offices, and the City committees they control (the 
“Measure H Ordinance ”) for such period as is required by the Measure H Ordinance, to the 
extent such provisions are applicable to this Agreement. Additionally, the Remarketing Agent is 
required, for as long as required by the Measure H Ordinance, to provide and update certain 
information required by the Measure H Ordinance to the City within the timeframe required by 
the Measure H Ordinance; in turn, the City will electronically submit the information to the City 
Ethics Commission as required by the Measure H Ordinance. The Remarketing Agent shall 
include the following notice (each a “Subcontractor Notice”) in any contract with a 
subcontractor expected to receive at least $100,000 (each a "Measure H Subcontract”) in 
connection with its participation in this Agreement:

Notice Regarding Restrictions on Campaign Contribution and 
Fundraising In City Elections.

You are considered a subcontractor in connection with the 
Remarketing Agreement, dated as of [date], by and between the 
City of Los Angeles (the “City”) and [Bank], as Remarketing 
Agent. Pursuant to the Los Angeles City Charter Section 
470(c)(12) and related ordinances, you and your Principals are 
prohibited from making campaign contributions to and 
fundraising for certain elected City of Los Angeles (“City”) 
officials and candidates for elected City office for twelve 
months after the City contract is signed. You are required to 
provide the names and contact information of your Principals to 
the Remarketing Agent and to amend that information within ten 
business days if it changes during the course of the twelve month 
time period. Failure to comply may result in termination of the 
[Remarketing Agreement] or any other available legal remedies.
Information about the restrictions may be found online at 
https://ethics.lacity.org or by calling the Los Angeles City Ethics 
Commission at (213) 978-1960.

The Remarketing Agent and any subcontractors, and their Principals, shall comply with 
these requirements and limitations. Any failure of the Remarketing Agent to include a 
Subcontractor Notice in an applicable Measure H Subcontract pursuant to the foregoing 
provision and any violation of Section 470(c)(12) of the Charter or the Measure H Ordinance by 
the Remarketing Agent or a Principal of the Remarketing Agent shall entitle the City to 
terminate this Agreement in accordance with the terms of the Measure H Ordinance and pursue 
any and all applicable legal remedies that may be available to the City. Any such termination of 
this Agreement pursuant to the Measure H Ordinance shall be subject to the termination 
provisions set forth in Section 5 of this Agreement. Any violation of Section 470(c)(12) of the
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Charter or the Measure H Ordinance by a Participant or Subcontractor or their respective 
Principals may subject the subcontractor or such respective Principal to penalties under Section 
470(c)(12) of the Charter or the Measure H Ordinance.

The Remarketing Agent represents and warrants that the individuals identified on Bidder 
Contributions CEC Form 55 submitted in connection with this Agreement, other than those 
described clauses (i), (ii), (iii) or (v) of the definition of “Principal” defined below, are the 
individual employees authorized to represent the Remarketing Agent before the City in 
connection with this Agreement. “Principal” means, with respect to the Remarketing Agent or 
any subcontractor, each of the following: (i) the chairman/chairwoman of the Remarketing 
Agent’s or subcontractor’s (as applicable) Board of Directors; (ii) each of the Remarketing 
Agent’s or subcontractor’s (as applicable) president, chief executive officer, and chief operating 
officer (and the functional equivalent of each such position); (iii) any individual who holds an 
ownership interest in the Remarketing Agent or subcontractor (as applicable) of twenty percent 
or more; (iv) any individual employee of the Remarketing Agent described in Section 
49.7.30.A.8.(c) of the Los Angeles Municipal Code and identified on a disclosure form 
submitted on the Closing Date pursuant to the Measure H Ordinance, which as of the Closing 
Date is titled “Bidder Contributions CEC Form 55”; and (v) any individual employee of the 
subcontractor (as applicable) described in Section 49.7.30.A.8.(c) of the Los Angeles Municipal 
Code and identified on a disclosure form submitted by such subcontractor (as applicable) 
pursuant to the Measure H Ordinance.

During the term of this Agreement, the City shall use its commercially reasonable efforts 
to provide the Remarketing Agent with notice of any adopted or enacted changes, additions, 
amendments or modifications to campaign contribution or fundraising restrictions applicable to 
the Remarketing Agent that relate to this Agreement (including, without limitation, any 
amendments or modifications to the Charter or the Measure H Ordinance), within seven (7) 
Business Days after the adoption or enactment thereof; provided that the Remarketing Agent 
acknowledges that it is solely responsible for complying with the provisions of this Section and 
the City’s failure to provide such information shall not constitute an Event of Default. The 
Remarketing Agent may obtain information about the Measure H Ordinance at the City Ethics 
Commission’s website at http://ethics.lacity org/ or by calling 213-978-1960.

Use of Criminal History Provisions.16.

To the extent the Remarketing Agent is subject to Section 10.48 et. seq. of the LA Admin 
Code (the “Use of Criminal History Provisions”) related to the Use of Criminal History for 
Consideration of Employment Applications, the Remarketing Agent agrees to comply with the 
Use of Criminal History Provisions. By way of specification but not limitation, pursuant to 
Sections 10.48.8.B of the LA Admin Code, the failure of the Remarketing Agent to comply with 
the Use of Criminal History Provisions could be deemed to be a material breach of this 
Agreement and entitle the City to terminate the Agreement to the extent required by the Use of 
Criminal History Provisions. Any such termination of this Agreement pursuant to the Use of 
Criminal History Provisions shall be subject to the termination provisions set forth in Section 5 
of this Agreement.
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17. Miscellaneous.

Except as otherwise specifically provided in this Agreement, all notices and 
formal communications under this Agreement shall be in writing and mailed, telegraphed or 
delivered

(a)

The Remarketing Agent: The Bank:

The Paying Agent:The City:

City of Los Angeles
Office of the City Administrator Officer
200 North Main Street
Room 1500, City Hall east
Los Angeles, CA 90012
Attention: Debt Management Group

The Remarketing Agent, the City, the Bank and the Paying Agent may, by notice given 
under this Agreement, designate other addresses to which subsequent notices, requests, reports or 
other communications shall be directed.

The obligations of the respective parties hereto may not be assigned or delegated 
to any other person without the consent of the other parties hereto; provided, however, that the 
Remarketing Agent may assign its rights and obligations hereunder to an affiliate of the 
Remarketing Agent or to an entity succeeding to the business of the Remarketing Agent with the 
consent of the City which will not be unreasonably withheld. This Agreement will inure to the 
benefit of and be binding upon the City and the Remarketing Agent and their respective 
successors and assigns and will not confer any rights upon any other person, partnership, 
association or corporation other than persons, if any, controlling the Remarketing Agent within 
the meaning of the Securities Act.

All of the representations, warranties and agreements contained in this Agreement 
of the City and the Remarketing Agent shall remain operative and in full force and effect, 
regardless of (i) any investigation made by or on behalf of the Remarketing Agent or the City,
(ii) delivery of and any payment for any Bonds hereunder or (iii) termination or cancellation of 
this Agreement.

(b)

(c)

Section headings have been inserted in this Agreement as a matter of convenience 
of reference only, and it is agreed that such section headings are not a part this Agreement and 
will not be used in the interpretation of any provision of this Agreement.

(d)

If any provisions of this Agreement shall be held or deemed to be or shall, in fact, 
be invalid, inoperative or unenforceable as applied in any particular case in any jurisdiction or 
jurisdictions, or in all jurisdictions because it conflicts with any provisions of any constitution, 
statute, rule of public policy, or any other reason, such circumstances shall not have the effect of 
rendering the provision in question invalid, inoperative or unenforceable in any other case or

(e)
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circumstances, or of rendering any other provisions inoperative or unenforceable to any extent 
whatsoever.

This Agreement constitutes the entire agreement between the parties hereto with 
respect to the matters covered hereby and supersedes all prior agreements and understandings 
between the parties. This Agreement shall only be amended, supplemented or modified in a 
writing signed by both of the parties hereto.

(f)

This Agreement may be executed in several counterparts, each of which shall be 
regarded as an original and all of which shall constitute one and the same document.

(g)

Very truly yours,

[RA]

By:

Title:

ACCEPTED AND AGREED

This__day of____ , 2018

CITY OF LOS ANGELES

By:
Assistant City Administrative Officer

APPROVED AS TO FORM:

MICHAEL N. FEUER, 
CITY ATTORNEY

By:
Deputy City Attorney
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PAYING AGENT AGREEMENT

THIS PAYING AGENT AGREEMENT, dated as of [Dated Date] (this “Paying 
Agent Agreement”), by and between U.S. BANK NATIONAL ASSOCIATION, as paying agent 
(the “Paying Agent”), and the CITY OF LOS ANGELES (the “City”), a municipal corporation 
and charter city formed pursuant to the laws of the State of California:

WITNESSETH:

WHEREAS, the Council (the “Council”) of the City on November 10, 1987 
adopted a “WASTEWATER SYSTEM REVENUE BONDS GENERAL RESOLUTION” (the 
“General Resolution”), which sets forth the basic terms under which the City may issue 
wastewater system revenue bonds and which provides for a pledge of Revenues (as defined in 
the General Resolution) to secure all Bonds (as defined in the General Resolution) issued 
thereunder; and

WHEREAS, the City has, under the General Resolution and supplemental 
resolutions, issued Bonds which are outstanding in the aggregate principal amount of 
$$1,022,140,000 as of the date hereof (collectively, the “Senior Lien Bonds”); and

WHEREAS, the Council on March 26, 1991 adopted a “WASTEWATER 
SYSTEM SUBORDINATE REVENUE BONDS GENERAL RESOLUTION” (the 
“Subordinate General Resolution”), which sets forth the basic terms under which the City may 
issue Subordinate Bonds (as defined in the Subordinate General Resolution) that are subordinate 
to the Senior Lien Bonds and which provides for a pledge of and second lien on Revenues to 
secure the Subordinate Bonds; and

WHEREAS, the Council has, under the Subordinate General Resolution and 
supplemental resolutions, authorized a commercial paper program through the issuance from 
time to time of Subordinate Bonds in the form of commercial paper notes (the “CP Notes”) in a 
maximum authorized principal amount of $400,000,000, which are outstanding in the aggregate 
principal amount of $50,000,000 as of the date hereof and, issued Subordinate Bonds which are 
outstanding in the aggregate principal amount of $1,573,970,000 as of the date hereof, which 
includes $280,860,000 outstanding principal amount of Wastewater System Subordinate 
Revenue Bonds Variable Rate Refunding Series 2012-D (the “Series 2012 Bonds”); and

WHEREAS, the City has determined that it is now appropriate to issue an 
additional series of Subordinate Bonds (the “Series 2018-C Subordinate Bonds”), which 
additional series shall be issued initially as variable rate bonds and shall be issued to refund a 
portion of the Outstanding Series 2012 Bonds in accordance with the procedures set forth in the 
Refunding Law, Section 53570 et seq, of the California Government Code (the “Refunding 
Law”); and

WHEREAS, in order to authorize the issuance of the additional series of 
Subordinate Bonds as variable rate bonds, on [Resolution Date] the Council adopted a 
“TWENTY-FIFTH SUPPLEMENTAL RESOLUTION SUPPLEMENTING THE 
WASTEWATER SYSTEM SUBORDINATE REVENUE BONDS GENERAL RESOLUTION 
AND AUTHORIZING AND APPROVING THE ISSUANCE OF WASTEWATER SYSTEM
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SUBORDINATE REVENUE BONDS VARIABLE RATE REFUNDING, SERIES 2018 IN 
ONE OR MORE SERIES, THE NEGOTIATED SALE OF SUCH BONDS, THE EXECUTION 
AND DELIVERY OF DOCUMENTS RELATED THERETO AND RELATED ACTIONS” 
(the “Twenty-Fifth Supplemental Resolution”); and

WHEREAS, the City has determined that in connection with the authorization, 
sale and issuance of the Series 2018-C Subordinate Bonds it is necessary and desirable to 
authorize the City to enter into certain other contracts, including direct pay letters of credit and 
remarketing agreements for the Series 2018-C Subordinate Bonds under certain circumstances as 
described herein;

NOW, THEREFORE, the parties hereto agree as follows:

ARTICLE I
DEFINITIONS; INTERPRETATION

Section 1.01 Certain Defined Terms. The terms defined in this Article I shall, 
for all purposes of this Paying Agent Agreement, have the meanings specified in this 
Section 1.01 unless the context clearly requires otherwise. All capitalized terms used but not 
defined in this Paying Agent Agreement shall have the meanings provided in the Subordinate 
General Resolution and the Twenty-Fifth Supplemental Resolution.

“Account” means any account established pursuant to this Paying Agent
Agreement.

“Affiliate” means, with respect to any Person, any Person that directly or 
indirectly through one or more intermediaries, controls, or is controlled by, or is under common 
control with, such first Person. A Person shall be deemed to control another Person for the 
purposes of this definition if such first Person possesses, directly or indirectly, the power to 
direct, or cause the direction of, the management and policies of the second Person, whether 
through the ownership of voting securities, common directors, trustees or officers, by contract or 
otherwise.

“Adjustable Interest Rate” means a rate of interest payable with respect to any 
Series of Series 2018-C Subordinate Bonds, prior to the Fixed Rate Date for such Series 2018-C 
Subordinate Bonds, determined pursuant to Section 2.02 hereof.

“Alternate Credit Facility” means, collectively, the irrevocable letters of credit 
and related reimbursement agreements, lines of credit, standby bond purchase agreements or 
similar agreements providing for the purchase of all or a portion of the Series 2018-C 
Subordinate Bonds of a Series, if applicable and the payment of principal and redemption price 
of and interest on the Series 2018-C Subordinate Bonds of a Series, and including any renewal or 
extension of the term thereof, as each such agreement may be amended, supplemented or 
otherwise modified from time to time, issued and delivered to the Paying Agent in accordance 
with Section 8.02.

means an alternative rate designated by the City and 
determined as set forth in a supplemental agreement executed and delivered in accordance with

Alternative Rate
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Article IX hereof that gives due consideration to the then prevailing market convention for 
determining a rate of interest for bonds of the nature of the Series of Series 2018-C Subordinate 
Bonds, and accounting for a replacement Applicable Spread, if any, and a margin rate factor, if 
any.

“Alternative Rate Mode” means an Interest Mode in which the interest rate 
payable with respect to any Series of Series 2018-C Subordinate Bonds is determined 
periodically by the applicable agent of the City as set forth in a supplemental agreement executed 
and delivered in accordance with Article IX hereof.

“Alternative Rate Period” means each period from and including the date on 
which the Series 2018-C Subordinate Bonds of a Series begin to bear interest at the Alternative 
Rate to but excluding the earliest of (i) the immediately succeeding Conversion Date and (ii) the 
maturity date for the Series 2018-C Subordinate Bonds of a Series, all as provided for pursuant 
to a supplemental agreement executed and delivered in accordance with Article IX hereof.

“Applicable Factor” means during any Index Interest Rate Period, the 
percentage specified by the City pursuant to a supplemental agreement executed in accordance 
with Article XI hereof, or, with a Favorable Opinion of Bond Counsel, such other percentage as 
may be designated in writing by the Market Agent as the Applicable Factor for such Index 
Interest Rate Period pursuant to Section 2.02(a)(i)(E)(8) of this Paying Agent Agreement.

“Applicable Spreads” means the number of basis points determined on or before 
the first day of such Index Interest Rate Period and designated by the City in accordance with 
Section 2.02(a)(i)(E)(8) of this Paying Agent Agreement that, when added to the product of the 
SIFMA Index or the index applicable to the Alternative Rate, multiplied by the Applicable 
Factor, if any, would equal the minimum interest rate per annum that would enable the Series 
2018-C Subordinate Bonds of a Series to be sold on such date at a price equal to the principal 
amount thereof (without regard to accrued interest, if any, thereon).

“Authorized Denominations” means (a) with respect to any Series of Series 
2018-C Subordinate Bonds subject to the Long Rate or the Fixed Interest Rate, $5,000 and any 
integral multiple thereof, and (b) with respect to any Series of Series 2018-C Subordinate Bonds 
subject to the Daily Rate, Weekly Rate, Bond Interest Term Rate or Index Interest Rate, 
$100,000 and any integral multiple of $5,000 in excess thereof.

“Authorized City Representative” means any officer of the City authorized to 
act on behalf of the City pursuant to the General Subordinate Resolution or the Twenty-Fifth 
Supplemental Resolution.

“Beneficial Owner” means, whenever used with respect to a Series of Series 
2018-C Subordinate Bonds, the person in whose name such Series 2018-C Subordinate Bond is 
recorded as the beneficial owner of such Series 2018-C Subordinate Bond by a Participant on the 
records of such Participant or such person’s subrogee.

“Bond Counsel” means a firm of attorneys nationally recognized as experts in 
the area of municipal finance who are familiar with the transactions contemplated under this 
Paying Agent Agreement and acceptable to the City.
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“Bond Interest Term” means, with respect to any Series 2018-C Subordinate 
Bond of a Series, each period established in accordance with Section 2.02(a)(i)(C)(l) hereof 
during which such Series 2018-C Subordinate Bond shall bear interest at a Bond Interest Term 
Rate.

means, with respect to each Series 2018-C 
Subordinate Bond of a Series, a term, non-variable interest rate on such Series 2018-C 
Subordinate Bond established periodically in accordance with Section 2.02(a)(i)(C)(l) hereof.

“Bond Interest Term Rates

“Book-Entry Bonds” means the Series 2018-C Subordinate Bonds of a Series 
held by DTC (or its nominee) as the Owner thereof pursuant to the terms and provisions of 
Section 3.01 hereof and Section 3.05 of the Twenty-Fifth Supplemental Resolution.

“Business Day” means (i) during any Index Interest Rate Period, has the meaning 
given such term in a supplemental agreement executed and delivered in accordance with Article 
IX hereof, and thereafter, means (ii) a day (a) other than a day on which banks located in the City 
of New York, New York or the cities in which the respective principal offices of the Fiscal 
Agent, the Paying Agent, the applicable Remarketing Agent or the city in which the offices of 
the Credit Provider at which demands for payment under the applicable Credit Facility are to be 
honored are located, are required or authorized by law or executive order to close, and (b) on 
which the New York Stock Exchange is open.

“Calculation Agent” means any Person appointed by the City to serve as 
Calculation Agent for the Series 2018-C Subordinate Bonds of a Series.

Closing Date” means the date of delivery of the Series 2018-C Subordinate
Bonds.

“Code” means the Internal Revenue Code of 1986, as amended, and the 
regulations applicable thereto or issued thereunder or any successor statute thereto.

Commitment Period” shall have the meaning set forth for such term in the
applicable Credit Facility.

“Computation Date” means during (i) each SIFMA Index Rate Period, 
Wednesday of each week, or if any Wednesday is not a Business Day, the next preceding 
Business Day and (ii) during each Alternative Rate Period, the applicable day of each week or 
other period as provided for in a supplemental agreement executed and delivered in accordance 
with Article IX hereof.

“Conversion Date” means the effective date of any conversion from time to time 
in accordance with the terms of Section 2.02 hereof from one Interest Mode to another.

“Corporate Trust Office” means with respect to the initial Paying Agent its 
corporate trust office situated in Los Angeles, California. The Paying Agent may hereafter 
designate alternate Corporate Trust Offices and any successor Paying Agent shall designate its 
Corporate Trust Office by written notice delivered to the Notice Parties; provided, however, that
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with respect to tenders and payment at maturity of the Series 2018-C Subordinate Bonds, the 
Corporate Trust Office shall be located in St. Paul, Minnesota.

“Costs of Issuance Fund” means the Fund so designated and established in
Section 6.01(b)(xix) hereof.

“Credit Facility” means an instrument or instruments such as an irrevocable 
letter of credit, a standby purchase agreement, a guaranty, an insurance policy, a surety bond or a 
committed line of credit issued by one or more financial institutions, including any amendments 
or extensions to existing instrument or instruments supporting the liquidity of any Outstanding 
Series 2018-C Subordinate Bonds and/or the payment of principal, interest and redemption price 
of Outstanding Series 2018-C Subordinate Bonds, which are Variable Rate Indebtedness (as 
defined in the Subordinate General Resolution), as the same may be amended or supplemented 
from time to time, and upon the issuance of any Alternate Credit Facility for any Series of Series 
2018-C Subordinate Bonds, such Alternate Credit Facility.

“Credit Provider” means The Toronto-Dominion Bank, acting through its New 
York Branch, or any issuer of an Alternate Credit Facility with respect to Series 2018-C 
Subordinate Bonds of a Series.

“Daily Mode” means an Interest Mode in which the interest rate payable with 
respect to any Series 2018-C Subordinate Bond of a Series is determined daily by the applicable 
Remarketing Agent pursuant to Section 2.02(a)(1)(A) hereof.

“Daily Rate” means a rate of interest payable with respect to any Series 2018-C 
Subordinate Bond of a Series in a Daily Mode, established by the applicable Remarketing Agent 
in accordance with Section 2.02(a)(i)(A)(l) hereof.

“Daily Rate Period” means each period during which a Daily Rate for any Series 
2018-C Subordinate Bond of a Series is in effect.

“Debt Service Fund” means the fund so designated and established in
Section 6.01(b)(ii) hereof.

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

“Effective Date” means the date provided in the applicable Credit Facility.

“Eligible Account” means an account that is either (a) maintained with a federal 
or state-chartered depository institution or trust company that has a S&P’s short-term debt rating 
of at least “A-2” (or, if no short-term debt rating, a long-term debt rating of “BBB+”); or 
(b) maintained with the corporate trust department of a federal depository institution or state- 
chartered depository institution subject to regulations regarding fiduciary funds on deposit 
similar to Title 12 of the U.S. Code of Federal Regulation Section 9.10(b), which, in either case, 
has corporate trust powers and is acting in its fiduciary capacity.
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“Eligible Bonds” means any Outstanding Series 2018-C Subordinate Bonds other 
than Outstanding Series 2018-C Subordinate Bonds owned by or on behalf of the City, Provider 
Bonds or Series 2018-C Subordinate Bonds in a Long Mode or bearing a Fixed Interest Rate, 
except as may be otherwise provided in an amendment to the applicable Credit Facility or an 
applicable Alternate Credit Facility.

Event of Default” means an Event of Default under the Resolution.

“Favorable Opinion of Bond Counsel” means, with respect to any action the 
occurrence of which requires such an opinion, an unqualified opinion of Bond Counsel to the 
effect that such action is authorized and permitted under the Act, the Resolution and this Paying 
Agent Agreement, complies with the Resolution and this Paying Agent Agreement and will not 
impair the exclusion of interest of Series 2018-C Subordinate Bonds from gross income for 
purposes of Federal income taxation or the exemption of interest of Series 2018-C Subordinate 
Bonds from personal income taxation under the laws of the State (subject to the inclusion of any 
exceptions contained in the opinion delivered upon original issuance of the Series 2018-C 
Subordinate Bonds).

Fiscal Agent” means the Treasurer of the City.

“Fiscal Year” means the period of time beginning on July 1 of each given year 
and ending on June 30 of the immediately subsequent year, or such other period as the City 
designates as its fiscal year.

“Fitch” means Fitch, Inc., and its successors and assigns and, if such corporation 
shall for any reason no longer perform the functions of a securities rating agency, “Fitch” shall 
be deemed to refer to any other nationally recognized rating agency designated by the City.

“Fixed Interest Rate” means an annual rate of interest payable with respect to 
the Series 2018-C Subordinate Bonds of a Series from and after the Fixed Rate Date upon 
conversion to a Fixed Interest Rate, established by the applicable Remarketing Agent pursuant to 
Section 2.04 hereof.

“Fixed Rate Date” means, with respect to any Series 2018-C Subordinate Bond 
of a Series, the date on which the annual rate of interest with respect to such Series 2018-C 
Subordinate Bonds becomes fixed and determined for the remainder of the term of any Series 
2018-C Subordinate Bond of a Series pursuant to the terms of Section 2.04 hereof.

“Fund” means any fund established pursuant to this Paying Agent Agreement.

Owner” means the registered owner of any Series 2018-C“Holder” or
Subordinate Bond of a Series as indicated in the register maintained under Section 3.03 hereof; 
provided that if such Bond is a Book-Entry Bond, “Holder” shall mean the beneficial owner of 
such Bond.

“Index Interest Rate” means each of the SIFMA Index Rate, the Maximum 
Interest Rate, the Alternative Rate, as applicable.
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“Index Interest Rate Period” means any period during which the Series 2018-C 
Subordinate Bonds of a Series bear interest at an Index Interest Rate.

“Information Services” means any of Financial Information, Inc.’s Financial 
Daily Called Bond Service, Interactive Data Corporation’s Bond Service, Kenny Information 
Service’s Called Bond Service, Moody’s Municipal and Government Called Bond Service, or 
Standard & Poor’s Called Bond Record.

“Interest Accrual Date” means (i) with respect to any Daily Rate Period, 
Weekly Rate Period, SIFMA Index Rate Period or Alternative Rate Period, the first day thereof 
and, thereafter, the first Business Day of each month during that Daily Rate Period, Weekly Rate 
Period or SIFMA Index Rate Period (ii) with respect to each Bond Interest Term within a Short
Term Rate Period, the first day thereof, and (iii) with respect to any Long Period or period in 
which any Series 2018-C Subordinate Bond of a Series bear interest at the Fixed Interest Rate, 
the first day thereof and, thereafter, each Interest Payment Date in respect thereof, other than the 
last such Interest Payment Date.

“Interest Mode” means the Daily Mode, the Weekly Mode, the SIFMA Index 
Mode, the Short-Term Mode, the Long Mode and the Alternative Rate Mode, as applicable.

“Interest Payment Date” means (i)with respect to any Daily Rate Period, 
Weekly Rate Period, or Index Interest Rate Period, the first Business Day of each calendar 
month, (ii) with respect to any Short-Term Rate Period, the day next succeeding the last day of 
each Bond Interest Term, (iii) with respect to any Long Period or period in which the Series 
2018-C Subordinate Bonds of a Series, bears interest at the Fixed Interest Rate, each June 1 and 
December 1, (iv) with respect to each Interest Rate Period, the day next succeeding the last day 
thereof (or the day next succeeding the day that would have been the last day of any Interest Rate 
Period had one of the events specified in Sections 2.02 (a)(i)(D)(2) or 2.02(f) not occurred), 
(v)each Conversion Date, (vi)the maturity date for the Series 2018-C Subordinate Bonds of a 
Series and (vii) with respect to any Provider Bonds, the dates provided in the applicable Credit 
Facility. In any case, the final Interest Payment Date for the Series 2018-C Subordinate Bonds 
of a Series shall be the maturity date therefor unless the Series 2018-C Subordinate Bonds of the 
Series have been redeemed or otherwise paid in full prior to such maturity date.

“Interest Rate Period” includes the Daily Rate Period, the Weekly Rate Period, 
the SIFMA Index Rate Period, the Alternative Rate Period, the Short-Term Rate Period and the 
Long Period, as applicable.

“Letter of Credit Account” means the Account of the Debt Service Fund so 
designated and established in Section 6.01(b)(ii) hereof.

“Long Mode” means an Interest Mode in which the interest rate payable with 
respect to any Series 2018-C Subordinate Bond of a Series is adjusted at the intervals determined 
by the applicable Remarketing Agent pursuant to Section 2.02(a)(i)(D) hereof.

“Long Period” means each period during which a Long Rate for any Series 
2018-C Subordinate Bond of a Series is in effect.
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“Long Rate” means a rate of interest payable with respect to any Series 2018-C 
Subordinate Bond of a Series in a Long Mode, established by the applicable Remarketing Agent 
in accordance with Section 2.02(a)(i)(D)(l) hereof

Mail” means by first-class United States mail, postage prepaid.

“Mandatory Purchase Date” means any date upon which any Series 2018-C 
Subordinate Bond of a Series have been called for mandatory tender for purchase in accordance 
with Section 5.01 hereof.

“Mandatory Tender Purchase Price” means an amount equal to 100% of the 
principal amount of the Series 2018-C Subordinate Bonds of a Series subject to mandatory 
tender for purchase on the date specified therefor and accrued interest thereon, if applicable.

“Market Agent” means the Person appointed by the City to serve as Market 
Agent in connection with a conversion to any Index Interest Rate Period.

“Maximum Interest Rate” means (a) with respect to Series 2018-C Subordinate 
Bonds (other than Provider Bonds and Series 2018-C Subordinate Bonds bearing interest at an 
Index Interest Rate) the lesser of (i) twelve percent (12%) per annum and (ii) the maximum 
interest rate allowed by law, and (b) with respect to Provider Bonds, the maximum interest rate 
permitted under federal law and the laws of the State of California; provided, however, that in no 
event shall the “Maximum Interest Rate” exceed [twelve] percent (12%) per annum.

“Notice Parties” means the City, the Fiscal Agent, the applicable Remarketing 
Agent, if any, the Paying Agent and the applicable Credit Provider, if any.

“Participant” means the participants of DTC which include securities brokers 
and dealers, banks, trust companies, clearing corporations and certain other organizations.

“Paying Agent” means U.S. Bank, National Association, as appointed pursuant 
to the Twenty-Fifth Supplemental Resolution and under Section 1.02 hereof, and any successor 
appointed pursuant to Section 7.02 or 7.03 hereof.

“Person” means any individual, corporation, not for profit corporation, 
partnership, limited liability company, joint venture, association, professional association, joint 
stock company, trust, unincorporated organization, government or any agency or political 
subdivision thereof or any other form of entity.

“Principal Amount” means the Outstanding principal amount of the Series 2018- 
C Subordinate Bonds or the Outstanding principal amount of the Series 2018-C Subordinate 
Bonds of a Series, as applicable.

“Provider Bond” or “Provider Bonds” means Series 2018-C Subordinate Bonds 
or beneficial interests therein purchased with moneys provided under the applicable Credit 
Facility.
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“Provider Bond Rate” means, at any date of determination, the rate of interest 
then home by Provider Bonds as determined under the applicable Credit Facility.

“Purchase Account” means the Account of the Purchase Fund so designated and 
established in Section 6.01(b){iii) hereof.

“Purchase Fund” means the Fund so designated and established in
Section 6.01(b)(iii) hereof.

Rating Agency” means S&P or Fitch.

means the Fund so designated and established in“Rebate Fund'
Section 6.01(b)(vii) hereof.

“Record Date” means (a) with respect to any Series 2018-C Subordinate Bond of 
a Series bearing interest at a Daily Rate, Weekly Rate, Index Interest Rate or any Bond Interest 
Term Rate, the Business Day immediately preceding such Interest Payment Date, and (b) with 
respect to any Series 2018-C Subordinate Bond of a Series bearing interest at a Long Rate or 
Fixed Interest Rate, the 15th day immediately preceding such Interest Payment Date.

“Redemption Date” means the date fixed for an optional redemption prior to 
maturity of any Series 2018-C Subordinate Bond of a Series.

Redemption Fund” means the fund so designated and established in
Section 6.01(b)(vi) hereof.

“Redemption Price” means, with respect to any Series 2018-C Subordinate 
Bond of a Series or portion thereof, a price equal to the principal amount of such Series 2018-C 
Subordinate Bond, or portion thereof, plus the interest accrued to the applicable Redemption 
Date, plus a premium, if applicable.

“Remarketing Agent” means each remarketing agent appointed by the City as 
remarketing agent for the Series 2018-C Subordinate Bonds of a Series pursuant to Section 10.01 
of the Twenty-Fifth Supplemental Resolution and Section 6.01(a) hereof and any successors 
thereto appointed pursuant to Section 10.04 of the Twenty-Fifth Supplemental Resolution and 
the Paying Agent Agreement.

“Remarketing Agreement” means each remarketing agreement, between the 
City and the applicable Remarketing Agent, relating to Series 2018-C Subordinate Bonds, as it 
may be amended, supplemented or otherwise modified from time to time, and, any similar 
agreement between the City and any successor Remarketing Agent, as any such agreement may 
be amended, supplemented or otherwise modified from time to time.

“Remarketing Proceeds Account” means the Account of the Purchase Fund so 
designated and established in Section 6.01 (b){iii) hereof.
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“Representation Letter” means the Blanket Letter of Representations from the 
City to DTC with respect to its book-entry obligations, including the Series 2018-C Subordinate 
Bonds.

“Resolution” means collectively, the Subordinate General Resolution, as 
amended and supplemented, including as supplemented by the Twenty-Fifth Supplemental 
Resolution.

“S&P” means Standard & Poor’s Ratings Services, a division of The McGraw- 
Hill Companies Inc. and its successors and assigns, and if such corporation shall for any reason 
no longer perform the functions of a securities rating agency, “S&P” shall be deemed to refer to 
any other nationally recognized securities rating agency designated by the City.

S&P Weekly High Grade Index” means for a Computation Date, the level of 
the “S&P Weekly High Grade Index” (formerly known as the J.J. Kenny Index) maintained by 
Standard and Poor’s Securities Evaluations Inc. for a one-week maturity as published each 
Wednesday, or if any Wednesday is not a Business Day, on the next succeeding Business Day.

44

“Scheduled Termination Date” means with respect to each Credit Facility, the 
date on which such Credit Facility is scheduled to expire pursuant to its terms, and any extension 
of such date pursuant to such Credit Facility, or, with respect to any Alternate Credit Facility, the 
date on which such Alternate Credit Facility is scheduled to expire pursuant to its terms.

“Securities Depository” means The Depository Trust Company, 55 Water Street, 
New York, NY 10041, facsimile transmission: (212) 855-5004, or any successor agency.

“Series” means, individually, the Series 2018-C-1 Subordinate Bonds and the 
Series 2018-C-2 Subordinate Bonds, as applicable.

“Series 2018-C Subordinate Bond” or “Series 2018-C Subordinate Bonds”
means the Series 2018-C-l Subordinate Bonds and the Series 2018-C-2 Subordinate Bonds.

“Series 2018-C-l Subordinate Bond 
Bonds” means the bonds issued under the Twenty-Fifth Supplemental Resolution and in 
accordance with this Paying Agent Agreement and designated as “City of Los Angeles 
Wastewater System Subordinate Revenue Bonds Variable Rate Refunding Series 2018-C-l” and 
includes Provider Bonds of such Series.

Series 2018-C-l Subordinateor

Series 2018-C-2 Subordinate Bond or “Series 2018-C-2 Subordinate 
Bonds” means the bonds issued under the Twenty-Fifth Supplemental Resolution and in 
accordance with this Paying Agent Agreement and designated as “City of Los Angeles 
Wastewater System Subordinate Revenue Bonds Variable Rate Refunding Series 2018-C-2” and 
includes Provider Bonds of such Series.

“Short-Term Mode” means tin Interest Mode in which the interest rate payable 
with respect to any Series 2018-C Subordinate Bond of a Series, is adjusted at the intervals 
determined by the applicable Remarketing Agent pursuant to Section 2.02(a)(i)(C) hereof.
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“Short-Term Rate Period” means each period, comprised of Bond Interest 
Terms, during which Bond Interest Term Rates are in effect.

“SIFMA” means the Securities Industry & Financial Markets Association.

“SIFMA Index” means, for any Computation Date, the level of the index which 
is issued weekly and which is compiled from the weekly interest rate resets of tax-exempt 
variable rate issues included in a database maintained by Municipal Market Data which meet 
specific criteria established from time to time by the Securities Industry and Financial Markets 
Association and issued on Wednesday of each week, or if any Wednesday is not a Business Day, 
the next succeeding Business Day. If the SIFMA Index is no longer published, then “SIFMA 
Index” shall mean the S&P Weekly High Grade Index. If the S&P Weekly High Grade Index is 
no longer published, then “SIFMA Index” shall mean the prevailing rate determined by the 
Calculation Agent for tax-exempt state and local government bonds meeting criteria determined 
in good faith by the Calculation Agent to be comparable under the circumstances to the criteria 
used by the Securities Industry and Financial Markets Association to determine the SIFMA 
Index immediately prior to the date on which the Securities and Financial Markets Association 
ceased publication of the SIFMA Index.

“SIFMA Index Mode” means an Interest Mode in which the interest rate payable 
with respect to the Series 2018-C Subordinate Bonds of a Series, is determined weekly by the 
applicable Calculation Agent pursuant to Section 2.02(a)(i)(E)(l) hereof.

“SIFMA Index Rate” means a per annum rate of interest established on each 
Computation Date equal to the product of the sum of the Applicable Spread plus the SIFMA 
Index.

“SIFMA Index Rate Conversion Date” means (a) the date on which the Series 
2018-C Subordinate Bonds of a Series begin to bear interest at the SIFMA Index Rate or (b) if 
the Series 2018-C Subordinate Bonds of a Series have previously borne interest at the SIFMA 
Index Rate during a SIFMA Index Rate Period then ending, the [date] occurring at the end of the 
then ending SIFMA Index Rate Period.

“SIFMA Index Rate Period” means each period from and including a SIFMA 
Index Rate Conversion Date to but excluding the earliest of (i) the immediately succeeding 
Conversion Date and (ii) the Maturity Date.

“SIFMA Rate Reset Date” means Thursday of each week.

“SIFMA Swap Index” means, on any date, a rate determined on the basis of the 
seven-day high grade market index of tax-exempt variable rate demand obligations, as produced 
by Municipal Market Data and published or made available by SIFMA or any Person acting in 
cooperation with or under the sponsorship of SIFMA and acceptable to the Paying Agent and 
effective from such date.

State” means the State of California.
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‘‘Subordinate General Resolution” means the Subordinate General Resolution 
adopted by the Council on March 26, 1991, and designated as the “Wastewater System Revenue 
Bonds Subordinate General Resolution.”

“Substitution Date” means, with respect to the Credit Facility, the date on which 
an Alternate Credit Facility is substituted for such Credit Facility.

“Tax Certificate” means that Tax Certificate relating to federal tax matters to be 
executed on behalf of the City at the time of issuance of the Series 2018-C Subordinate Bonds, 
and as amended from time to time.

“Twenty-Fifth Supplemental Resolution” means the resolution designated 
“Twenty-Fifth Supplemental Resolution Supplementing the Wastewater System Subordinate 
Revenue Bonds General Resolution” adopted by the Council on [Resolution Date] pursuant to 
which the Council authorized the issuance of the Series 2018-C Subordinate Bonds.

“Weekly Mode” means an Interest Mode in which the interest rate payable with 
respect to the Series 2018-C Subordinate Bonds of a Series is determined weekly by the 
applicable Remarketing Agent pursuant to Section 2.02(a)(i)(B) hereof.

“Weekly Rate” means a rate of interest payable with respect to the Series 2018-C 
Subordinate Bonds of a Series, in a Weekly Mode, established by the applicable Remarketing 
Agent in accordance with Section 2.02(a)(i)(B)(l) hereof.

“Weekly Rate Period” means each period during which a Weekly Rate for any 
Series 2018-C Subordinate Bond of a Series is in effect.

Section 1.02 Appointment of Paving Agent. The Treasurer shall act as Fiscal 
Agent with respect to the Series 2018-C Subordinate Bonds. The Paying Agent is hereby 
appointed and employed to act as the agent of the Fiscal Agent for the purpose of authentication 
and transfer of the Series 2018-C Subordinate Bonds and to perform certain other functions all 
as hereinafter provided.

Section 1.03 Other Definitional Provisions. Except as otherwise indicated, 
references to Articles and Sections are to the Articles and Sections of this Paying Agent 
Agreement, and any of the terms defined in Section 1.01 may, unless the context otherwise 
requires, be used in the singular or the plural, depending on the reference.

Section 1.04 New York City Time. Except as otherwise provided herein, 
whenever any time of day is set forth herein, it is hereby understood and agreed that such time 
shall mean New York City time.

ARTICLE II
THE SERIES 2018-C SUBORDINATE BONDS

Section 2.01 Authorization, Date and Maturity.
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The Paying Agent is hereby authorized and directed upon written request 
of the City to authenticate and deliver the Series 2018-C-l Subordinate Bonds to the original 
purchasers thereof. The Series 2018-C-l Subordinate Bonds shall be designated “City of Los 
Angeles Wastewater System Subordinate Revenue Bonds Variable Rate Refunding Series 2018- 
C-l,” shall be dated the date of their issuance and shall be issued in Authorized Denominations. 
The Series 2018-C-l Subordinate Bonds shall be issued in the aggregate principal amount of 
$ [Principal Amount]. The Series 2018-C-l Subordinate Bonds shall mature on [Maturity Date] 
and shall be issued in fully registered form numbered as the Paying Agent shall determine. The 
Series 2018-C-l Subordinate Bonds shall be substantially in the form of Exhibit A to this Paying 
Agent Agreement. The Series 2018-C-l Subordinate Bonds may be printed, lithographed, 
photocopied or typewritten as the City may determine.

The Paying Agent is hereby authorized and directed upon written request 
of the City to authenticate and deliver the Series 2018-C-2 Subordinate Bonds to the original 
purchasers thereof The Series 2018-C-2 Subordinate Bonds shall be designated “City of Los 
Angeles Wastewater System Subordinate Revenue Bonds Variable Rate Refunding Series 2018- 
C-2,” shall be dated the date of their issuance and shall be issued in Authorized Denominations. 
The Series 2018-C-2 Subordinate Bonds shall be issued in the aggregate principal amount of 
$ [Principal Amount], The Series 2018-C-2 Subordinate Bonds shall mature on [Maturity Date] 
and shall be issued in fully registered form numbered as the Paying Agent shall determine. The 
Series 2018-C-2 Subordinate Bonds shall be substantially in the form of Exhibit A to this Paying 
Agent Agreement. The Series 2018-C-2 Subordinate Bonds may be printed, lithographed, 
photocopied or typewritten as the City may determine.

(a)

(b)

Section 2.02 Interest.

Interest Rates. Initially, all Series 2018-C Subordinate Bonds shall bear 
interest at the Weekly Rate determined in accordance with Section 2.02(a)(i)(B)(l) below until 
such time as the City may designate a new Interest Mode for any Series of Series 2018-C 
Subordinate Bonds in accordance with the provisions of this Section 2.02. Thereafter, each 
Series may bear interest in an Interest Mode different from the Interest Mode of any other Series. 
The City may designate a new Interest Mode from time to time for one or more Series in 
accordance with the provisions of this Section 2.02. The interest rate payable with respect to 

eries of Series 2018-C Subordinate Bonds shall be determined as set forth in this 
Section 2.02. Notwithstanding anything in this Paying Agent Agreement to the contrary, all 
Series 2018-C Subordinate Bonds of a Series shall bear interest in the same Interest Mode at all 
times.

(a)

a

Adjustable Interest Rate. Prior to the Fixed Rate Date for any 
Series of Series 2018-C Subordinate Bonds, the Adjustable Interest Rate for such 
Series of Series 2018-C Subordinate Bonds shall be determined by the applicable 
Calculation Agent, if the Series of Series 2018-C Subordinate Bonds bears 
interest at an Index Interest Rate, and by the applicable Remarketing Agent, if the 
Series of Series 2018-C Subordinate Bonds bears interest at any other Adjustable 
Interest Rate. Except as provided in Section 2.02(g) with respect to Provider 
Bonds, the term of any Series of Series 2018-C Subordinate Bonds prior to the 
Fixed Rate Date will be divided into consecutive Interest Rate Periods during

(i)
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which the Series of Series 2018-C Subordinate Bonds shall bear interest at a Daily 
Rate, a Weekly Rate, an Index Interest Rate, a Bond Interest Term Rate or a Long 
Rate; provided all of the Series 2018-C Subordinate Bonds of a Series shall 
accrue interest in the same Interest Mode, in the manner hereinafter provided.

Determination of Daily Rate, 
payable with respect to any Series of Series 2018-C Subordinate Bonds 
(other than Provider Bonds) in a Daily Mode shall be determined by the 
applicable Remarketing Agent by not later than 10:00 a.m. (New York 
City time) on each Business Day for such Business Day. The Daily Rate 
for any day which is not a Business Day shall be the same as the Daily 
Rate for the immediately preceding Business Day.

(A) (1) The interest rate

The Daily Rate shall be the rate of interest per annum determined 
by the applicable Remarketing Agent (based on an examination of tax- 
exempt obligations comparable in the judgment of said Remarketing 
Agent to the Series of Series 2018-C Subordinate Bonds, and known by 
the Remarketing Agent to have been priced or traded under then- 
prevailing market conditions) to be the minimum interest rate which, if 
borne by the Series 2018-C Subordinate Bonds of such Series, would 
enable the Remarketing Agent to sell the Series 2018-C Subordinate 
Bonds of such Series on such date of determination at a price (without 
regarding accrued interest) equal to the principal amount thereof. In the 
event the applicable Remarketing Agent fails to establish a Daily Rate for 
any Business Day, then the interest rate for such day shall be equal to 
100% of The Bond Market Association Municipal Swap Index of 
Municipal Market Data, made available for such day, or if such index is 
no longer available, or no such index was so made available for such day, 
70% of the interest rate on 30-day high grade unsecured commercial paper 
notes sold through dealers by major corporations as reported in The Wall 
Street Journal or The Bond Buyer on the day the Daily Rate would 
otherwise be determined as provided herein for such Daily Rate Period as 
specified by the City to the Paying Agent.

Adjustment to Daily Rate. The City, by written 
direction to the other Notice Parties, may elect, subject to the provisions of 
Sections 2.02(e), 2.02(f) and 2.02(h), that any Series of Series 2018-C 
Subordinate Bonds shall bear interest at a Daily Rate. Such direction of 
the City shall specify (i) the effective date of such adjustment to a Daily 
Rate, which shall be (x) a Business Day not earlier than the 30th day 
following the second Business Day after receipt by the Paying Agent of 
such direction, and (y) in the case of an adjustment from a Long Period, 
the day immediately following the last day of the then-current Long 
Period, or (z) in the case of an adjustment from a Weekly Rate Period or 
Short-Term Rate Period, the day immediately following the last day of the 
Interest Rate Period with respect to the Series of Series 2018-C 
Subordinate Bonds; and (ii) the date of delivery for the Series of Series

(2)
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2018-C Subordinate Bonds to be purchased (if other than such effective 
date). In addition, the direction of the City shall be accompanied by a 
form of notice to be mailed to the Owners of the Series 2018-C 
Subordinate Bonds of such Series by the Paying Agent as provided in 
Section 2.02(a)(i)(A)(3). During each Daily Rate Period commencing on 
a date so specified and ending on the day immediately preceding the 
effective date of the next succeeding Interest Rate Period, the interest rate 
borne by the Series 2018-C Subordinate Bonds of such Series shall be a 
Daily Rate.

Notice of Adjustment to Daily Rate. The Paying 
Agent shall give notice, together with the notice required by 
Section 5.01 (I), by Mail of an adjustment to a Daily Rate to the Owners of 
the Series of Series 2018-C Subordinate Bonds and, if a book-entry system 
is in effect, then to DTC, not less than 30 days prior to the effective date of 
such Daily Rate. Such notice shall state (i) that the interest rate on the 
Series 2018-C Subordinate Bonds of such Series will be adjusted to a 
Daily Rate, unless, in the case of an adjustment from a Long Rate, Bond 
Counsel fails to deliver to the Notice Parties a Favorable Opinion of Bond 
Counsel as to such adjustment, in which case the Series 2018-C 
Subordinate Bonds of such Series shall continue to bear interest at the 
Long Rate in effect immediately prior to such proposed adjustment in the 
Interest Rate Period, (ii) the effective date of such Daily Rate Period,
(iii) the name of the applicable Credit Provider, (iv) that the Series 2018-C 
Subordinate Bonds of such Series are subject to mandatory tender for 
purchase on such effective date (except with respect to an adjustment from 
a Weekly Rate to a Daily Rate) and the applicable purchase price, and 
(v) if the Series 2018-C Subordinate Bonds of such Series are no longer in 
book-entry form, information with respect to the required delivery of bond 
certificates and payment of the purchase price under Section 5.01(f) of this 
Paying Agent Agreement.

(3)

Detennination of Weekly Rate. The interest rate 
payable with respect to any Series of Series 2018-C Subordinate Bonds 
(other than Provider Bonds) in a Weekly Mode shall be determined by the 
Remarketing Agent by no later than 5:00 p.m. (New York City time) on 
Wednesday of each week during such Weekly Rate Period, or if such day 
shall not be a Business Day, then on the next succeeding Business Day. 
The Remarketing Agent will give notice of each Weekly Rate by no later 
than the close of business on the Business Day next succeeding its day of 
determination.

(B) (1)

The first Weekly Rate determined for each Weekly Rate Period 
which follows an Index Interest Rate Period, Daily Rate Period, Short
Term Rate Period or Long Period, shall be determined on or prior to the 
first day of such Weekly Rate Period and shall apply to the period 
commencing on the first day of such Weekly Rate Period and ending on
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the next succeeding Wednesday. Thereafter, each Weekly Rate shall 
apply to the period commencing on the next succeeding Thursday and 
ending on the next succeeding Wednesday, unless such Weekly Rate 
Period shall be in effect as of the stated maturity date, in which event the 
Weekly Rate for such Weekly Rate Period shall apply to the period 
commencing on the Thursday preceding the last day of such Weekly Rate 
Period and end on the day prior to the stated maturity date.

The Weekly Rate shall be the rate of interest per annum 
determined by the applicable Remarketing Agent (based on an 
examination of tax-exempt obligations comparable in the judgment of said 
Remarketing Agent to the Series of Series 2018-C Subordinate Bonds and 
known by the Remarketing Agent to have been priced or traded under 
then-prevailing market conditions) to be the minimum interest rate which, 
if borne by the Series 2018-C Subordinate Bonds of such Series, would 
enable the Remarketing Agent to sell the Series 2018-C Subordinate 
Bonds of such Series on such date of determination at a price (without 
regarding accrued interest) equal to the principal amount thereof. In the 
event that the applicable Remarketing Agent fails to establish a Weekly 
Rate for any week, then the Weekly Rate for such week shall be equal to 
100% of The Securities Industry and Financial Markets Association 
Municipal Swap Index of Municipal Market Data, made available for the 
week preceding the date of determination, or if such index is no longer 
available, or no such index was so made available, for the week preceding 
the date of determination, 70% of the interest rate on 30-day high grade 
unsecured commercial paper notes sold through dealers by major 
corporations as reported in The Wall Street Journal or The Bond Buyer on 
the day the Weekly Rate would otherwise be determined as provided 
herein for such Weekly Rate Period as specified by the City to the Paying 
Agent.

Adjustment to Weekly Rate. The City, by written 
direction to the other Notice Parties, may elect, subject to the provisions of 
Sections 2.02(e), 2.02(f) and 2.02(h), that any Series of Series 2018-C 
Subordinate Bonds shall bear interest at a Weekly Rate. Such direction of 
the City shall specify (i) the effective date of such adjustment to a Weekly 
Rate, which shall be (x) a Business Day not earlier than the 30th day 
following the second Business Day after receipt by the Paying Agent of 
such direction, and (y) in the case of an adjustment from a Long Period, 
the day immediately following the last day of the then-current Long 
Period, or (z) in the case of an adjustment from a Daily Rate Period or 
Short-Term Rate Period, the day immediately following the last day of the 
Interest Rate Period with respect to the Series of Series 2018-C 
Subordinate Bonds; and (ii) the date of delivery for the Series of Series 
2018-C Subordinate Bonds to be purchased (if other than such effective 
date). In addition, the direction of the City shall be accompanied by a 
form of notice to be mailed to the Owners of the Series 2018-C

(2)
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Subordinate Bonds of such Series by the Paying Agent as provided in 
Section 2.02(a)(i)(B)(3). During each Weekly Rate Period commencing 
on a date so specified and ending on the day immediately preceding the 
effective date of the next succeeding Interest Rate Period, the interest rate 
borne by the Series 2018-C Subordinate Bonds of such Series shall be a 
Weekly Rate.

Notice of Adjustment to Weekly Rate. The Paying 
Agent shall give notice, together with the notice required by 
Section 5.01(f), by Mail of an adjustment to a Weekly Rate to the Owners 
of the Series of Series 2018-C Subordinate Bonds, and, if a book-entry 
system is in effect, then to DTC, not less than 30 days prior to the 
effective date of such Weekly Rate Period. Such notice shall state (i) that 
the interest rate on the Series 2018-C Subordinate Bonds of such Series 
will be adjusted to a Weekly Rate, unless in the case of an adjustment 
from a Long Rate, Bond Counsel fails to deliver to the Notice Parties a 
Favorable Opinion of Bond Counsel as to such adjustment on the effective 
date of such adjustment in which case the Series 2018-C Subordinate 
Bonds of such Series shall continue to bear interest at the Long Rate in 
effect immediately prior to such proposed adjustment in the Interest Rate 
Period, (ii) the effective date of such Weekly Rate, (iii) the name of the 
applicable Credit Provider, (iv) that the Series 2018-C Subordinate Bonds 
of such Series are subject to mandatory tender for purchase on such 
effective date (except with respect to an adjustment from a Daily Rate to a 
Weekly Rate) and the applicable purchase price, and (v) if the Series 
2018-C Subordinate Bonds of such Series are no longer in book-entry 
form, information with respect to the required delivery of bond certificates 
and payment of the purchase price under Section 5.01(f) of this Paying 
Agent Agreement.

(3)

Determination of Bond Interest Terms and Bond 
Interest Term Rates in a Short-Term Rate Period. During each Short
Term Rate Period for any Series of Series 2018-C Subordinate Bonds, 
each Series 2018-C Subordinate Bond of such Series shall bear interest 
during each Bond Interest Term for the Series of Series 2018-C 
Subordinate Bonds at the Bond Interest Term Rate for such Series of 
Series 2018-C Subordinate Bonds. The Bond Interest Term and the Bond 
Interest Term Rate for the Series of Series 2018-C Subordinate Bond need 
not be the same for any two Series of Series 2018-C Subordinate Bonds, 
even if determined on the same date. Each of such Bond Interest Terms 
and Bond Interest Term Rates for each Series of Series 2018-C 
Subordinate Bond (other than Provider Bonds) shall be determined by the 
applicable Remarketing Agent no later than 11:00 a.m., New York City 
time, on the first day of each Bond Interest Term. Each Bond Interest 
Term for each Series of Series 2018-C Subordinate Bond shall be a period 
of not less than one day nor more than 270 days, determined by the 
applicable Remarketing Agent to be the period which, together with all

(C) (1)
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other Bond Interest Terms for the Series 2018-C Subordinate Bonds of 
such Series then Outstanding will result in the lowest overall interest 
expense to the City on the Series of Series 2018-C Subordinate Bonds, 
taking into account such factors as deemed necessary by the applicable 
Remarketing Agent. Any Series 2018-C Subordinate Bond of a Series 
remaining unsold by the applicable Remarketing Agent as of the close of 
business on the first day of the Bond Interest Term for a Series of Series 
2018-C Subordinate Bond, shall have a Bond Interest Term of one day or, 
if that Bond Interest Term would not end on a day immediately preceding 
a Business Day, a Bond Interest Term ending on the day immediately 
preceding the next Business Day. Each Bond Interest Term shall end on 
either a day which immediately precedes a Business Day or on the day 
immediately preceding the maturity date, but in no event shall any Bond 
Interest Term extend beyond the day which is three Business Days prior to 
the Scheduled Termination Date of the applicable Credit Facility. If for 
any reason a Bond Interest Term for any Series of Series 2018-C 
Subordinate Bond cannot be so determined by the applicable Remarketing 
Agent, or if the determination of such Bond Interest Term is held by a 
court of law to be invalid or unenforceable, then such Bond Interest Term 
shall be 30 days, but if the last day so determined shall not be a day 
immediately preceding a Business Day, then such Bond Interest Term 
shall end on the first day immediately preceding the Business Day next 
succeeding such last day, or if such last day would be after the day 
immediately preceding the maturity date, shall end on the day immediately 
preceding the maturity date. In determining the number of days in each 
Bond Interest Term, the applicable Remarketing Agent shall take into 
account such factors as deemed necessary by such Remarketing Agent.

The Bond Interest Term Rate for each Bond Interest Term for each 
Series of Series 2018-C Subordinate Bond shall be the rate of interest per 
annum determined by the applicable Remarketing Agent (based on then- 
prevailing market conditions) to be the minimum interest rate which, if 
borne by such Series of Series 2018-C Subordinate Bond, would enable 
such Remarketing Agent to sell such Series of Series 2018-C Subordinate 
Bond, on the date and at the time of such determination at a price (without 
regarding accrued interest) equal to the principal amount thereof. If for 
any reason a Bond Interest Term Rate for any Series of Series 2018-C 
Subordinate Bond is not so established by the applicable Remarketing 
Agent for any Bond Interest Term, or such Bond Interest Term Rate is 
determined by a court of law to be invalid or unenforceable, then the Bond 
Interest Term Rate for such Bond Interest Term shall be the rate per 
annum equal to 70% of the interest rate on high grade unsecured 
commercial paper notes sold through dealers by major corporations as 
reported by The Wall Street Journal or The Bond Buyer on the first day of 
such Bond Interest Term and which maturity most nearly equals the Bond 
Interest Term for which a Bond Interest Term Rate is being calculated.
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Adjustment to Bond Interest Term Rates. The City, 
by written direction to the other Notice Parties, may elect, subject to the 
provisions of Sections 2.02(e), 2.02(f) and 2.02(h), that any Series of 
Series 2018-C Subordinate Bonds shall bear interest at Bond Interest Term 
Rates, provided that the applicable Credit Facility then in effect has an 
interest component of not less than the duration of the Bond Interest Term 
calculated at the Maximum Interest Rate. Such direction of the City shall 
specify (i) the effective date of the Short-Term Rate Period (during which 
the Series 2018-C Subordinate Bonds of such Series shall bear interest at 
Bond Interest Term Rates), which shall be (x) a Business Day not earlier 
than the 30th day following the second Business Day after receipt by the 
Paying Agent of such direction, and (y) in the case of an adjustment from 
a Long Period, the day immediately following the last day of the then- 
current Long Period or a day on which the Series 2018-C Subordinate 
Bonds of such Series would otherwise be subject to optional redemption 
pursuant to Section 4.01 if such adjustment did not occur; provided that, if 
prior to the City making such election, the Series 2018-C Subordinate 
Bonds of such Series shall have been called for redemption and such 
redemption shall not have theretofore been effected, the effective date of 
such Short-Term Rate Period shall not precede such redemption date; and 
(z) in the case of an adjustment from a Daily Rate Period or a Weekly 
Rate Period, the day immediately following the last day of such Interest 
Rate Period; (ii) the name of the applicable Credit Provider, and (iii) the 
date of delivery of the Series of Series 2018-C Subordinate Bonds to be 
purchased (if other than such effective date). In addition, the direction of 
the City shall be accompanied by a form of the notice to be mailed by the 
Paying Agent to the Owners of the Series 2018-C Subordinate Bonds of 
such Series as provided in Section 2.02(a)(i)(C)(3). During each Short
Term Rate Period commencing on the date so specified and ending, with 
respect to each Series 2018-C Subordinate Bond of such Series, on the day 
immediately preceding the effective date of the next succeeding Interest 
Rate Period with respect to such Series of Series 2018-C Subordinate 
Bond, each of the Series 2018-C Subordinate Bonds of such Series shall 
bear interest at a Bond Interest Term Rate during each Bond Interest Term 
for such Series of Series 2018-C Subordinate Bond.

(2)

Notice of Adjustment to Short-Term Rate Period. 
The Paying Agent shall give notice, together with the notice required by 
Section 5.01(1), by Mail of an adjustment to a Short-Term Rate Period to 
the Owners of the Series of Series 2018-C Subordinate Bonds, and, if a 
book-entry system is in effect, then to DTC, not less than 30 days prior to 
the effective date of such Short-Term Rate Period. Such notice shall state 
(i) that the interest rate on the Series 2018-C Subordinate Bonds of such 
Series will be adjusted to Bond Interest Term Rates, unless in the case of 
an adjustment from a Long Rate, Bond Counsel fails to deliver to the 
Notice Parties a Favorable Opinion of Bond Counsel as to such adjustment 
on the effective date of such adjustment in the Interest Rate Period, in

(3)
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which case the Series 2018-C Subordinate Bonds of such Series shall 
continue to bear interest at a Long Rate as in effect immediately prior to 
such proposed adjustment in the Interest Rate Period, and that during such 
Short-Term Rate Period, each such Series 2018-C Subordinate Bond of 
such Series will have one or more consecutive Bond Interest Terms during 
each of which such Series 2018-C Subordinate Bond will bear a Bond 
Interest Term Rate, (ii) the name of the applicable Credit Provider, (iii) the 
effective date of such Short-Term Rate Period, (iv) that the Series 2018-C 
Subordinate Bonds of such Series are subject to mandatory tender for 
purchase on the effective date of such Short-Term Rate Period, setting 
forth the applicable purchase price and (v) if the Series 2018-C 
Subordinate Bonds of such Series are no longer in book-entry form, 
information with respect to the required delivery of bond certificates and 
payment of the purchase price under Section 5.01(f) of this Paying Agent 
Agreement.

At any time during a Short-Term Rate Period, the City may elect, 
pursuant to Section 2.02(a)(i)(A)(2), 2.02(a)(i)(B)(2), or 2.02(a)(i)(D)(2) 
(and with the notice provided in such Sections), but subject to 
Section 2.02(f) that the Series 2018-C Subordinate Bonds of such Series 
no longer shall bear interest at Bond Interest Term Rates and shall instead 
bear interest at a Daily Rate, a Weekly Rate or a Long Rate, as specified in 
such election.

The date on which all Bond Interest Terms determined shall end 
shall be the last day of the then-current Short-Term Rate Period and the 
day next succeeding such date shall be the effective date of the Daily Rate 
Period, Weekly Rate Period or Long Period elected by the City.

Determination of Long Rate, 
payable with respect to any Series of Series 2018-C Subordinate Bonds 
(other than Provider Bonds) in a Long Mode shall be determined by the 
applicable Remarketing Agent by not later than 12:00 noon (New York 
City time) on a Business Day no later than the effective date of such Long 
Period with respect to the Series 2018-C Subordinate Bonds of such 
Series. The Long Rate shall be the rate of interest per annum determined 
by the applicable Remarketing Agent (based on an examination of tax- 
exempt obligations comparable in the judgment of said Remarketing 
Agent to the Series of Series 2018-C Subordinate Bonds and known by the 
Remarketing Agent to have been priced or traded under then-prevailing 
market conditions) to be the minimum interest rate which, if borne by the 
Series of Series 2018-C Subordinate Bonds, would enable the 
Remarketing Agent to sell the Series 2018-C Subordinate Bonds of such 
Series on such date of determination at a price (without regarding accrued 
interest) equal to the principal amount thereof. If, for any reason, the 
Long Rate is not so determined for any Long Period by the applicable 
Remarketing Agent on or prior to the first day of such Long Period, then

The interest rate(D) (1)
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the Series 2018-C Subordinate Bonds of such Series shall bear interest at 
the Weekly Rate as provided in subsection (B), and shall continue to bear 
interest at a Weekly Rate until such time as the interest rate on the Series 
of Series 2018-C Subordinate Bonds shall have been adjusted to a 
different Interest Rate Period as provided herein, and the Series 2018-C 
Subordinate Bonds of such Series shall be subject to purchase as described 
in Section 5.01(c)(i).

Adjustment to or Continuation of Long Rate, 
(i) The City, by written direction to the other Notice Parties, may elect, 
subject to Sections 2.02(e) and 2.02(1), that any Series of Series 2018-C 
Subordinate Bonds shall bear, or continue to bear, interest at a Long Rate, 
provided that the applicable Credit Facility then in effect with respect 
thereto has an interest component of not less than 184 days (calculated on 
the basis of a 360-day year consisting of twelve 30-day months) at the 
Maximum Interest Rate. The direction of the City required by the first 
sentence of this paragraph (i): (A) shall specify the duration of the Long 
Period (which shall be one year or any integral multiple thereof) during 
which the Series 2018-C Subordinate Bonds of such Series shall bear 
interest at a Long Rate; (B) shall specify the effective date of such Long 
Period, which date shall be (x) a Business Day not earlier than the 
30th day following the second Business Day after receipt by the Paying 
Agent of such direction, and (y) in the case of an adjustment from a Long 
Period to another Long Period, the day immediately following the last day 
of the then-current Long Period, or (z) in the case of an adjustment from a 
Daily Rate Period, Weekly Rate Period or Short-Term Rate Period, the 
day immediately following the last day of the Interest Rate Period; 
(C) shall specify the last day of such Long Period (which last day shall be 
either the day prior to the maturity date, or a day which both immediately 
precedes a Business Day and is at least one or more years after the 
effective date thereof); and (D) shall specify a date on or prior to which 
Owners are required to deliver the Series 2018-C Subordinate Bonds of 
such Series to be purchased (if other than such effective date); (ii) such 
direction of the City shall be accompanied by a form of the notice to be 
mailed by the Paying Agent to the Owners as provided in 
Section 2.02(a)(i)(D)(3); (iii) if, by the second Business Day preceding the 
29th day prior to the last day of any Long Period, the Paying Agent shall 
not have received notice of the City’s election that, during the next 
succeeding Interest Rate Period, the Series 2018-C Subordinate Bonds of 
such Series shall bear interest at a Daily Rate, a Weekly Rate, Bond 
Interest Term Rates or a Long Rate, then the next succeeding Interest Rate 
Period shall be a Daily Rate Period or Weekly Rate Period as determined 
by the applicable Remarketing Agent, provided that the Remarketing 
Agent shall have received a Favorable Opinion of Bond Counsel and, until 
such time as the City elects a new Interest Rate Period as provided in this 
Section 2.02, the Series 2018-C Subordinate Bonds of such Series shall be 
subject to mandatory purchase as provided in Section 5.01(c)(i) on the first

(2)
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day of such Daily Rate Period or Weekly Rate Period; and (iv) in the event 
that the City shall deliver to the Remarketing Agent, the Paying Agent and 
the Fiscal Agent on or prior to the date that the interest rate for any Long 
Period is determined a notice to the effect that the City elects to rescind its 
election to have the Series of Series 2018-C Subordinate Bonds bear 
interest at a Long Rate, then the interest rate on the Series 2018-C 
Subordinate Bonds of such Series shall not be adjusted to a Long Rate, 
and the Series 2018-C Subordinate Bonds of such Series shall bear interest 
at a Daily Rate, Weekly Rate or Bond Interest Term Rates as in effect 
prior to such event, or if Series 2018-C Subordinate Bonds of such Series 
were to be adjusted from a Long Rate, then the Series 2018-C Subordinate 
Bonds of such Series shall bear interest at a Daily Rate, Weekly Rate or 
Bond Interest Term Rate as determined by the applicable Remarketing 
Agent, provided that the Remarketing Agent shall have received a 
Favorable Opinion of Bond Counsel, and the Series 2018-C Subordinate 
Bond of such Series shall continue to be subject to mandatory purchase as 
provided in Section 5.01 (c)(i) on the day which would have been the 
effective date of such Long Period.

Notice of Adjustment to or Continuation of Long 
Rate. The Paying Agent shall give notice, together with the notice 
required by Section 5.01(f), by Mail of an adjustment to a (or the 
establishment of another) Long Period to the Owners of the Series of 
Series 2018-C Subordinate Bonds, and, if a book-entry system is in effect, 
then to DTC, not less than 30 days prior to the effective date of such Long 
Period. Such notice shall state: (i) that the interest rate on the Series 2018- 
C Subordinate Bonds of such Series shall be adjusted to, or continue to 
bear interest at, a Long Rate unless in the case of an adjustment from a 
Daily Rate, Weekly Rate or Bond Interest Term Rates, Bond Counsel fails 
to deliver to the Notice Parties a Favorable Opinion of Bond Counsel as to 
such adjustment in the Interest Rate Period on the effective date of such 
adjustment, in which case the Series 2018-C Subordinate Bonds of such 
Series, if being adjusted from a Daily Rate Period, Weekly Rate Period or 
a Short-Term Rate Period shall continue to bear interest at a Daily Rate, 
Weekly Rate or Bond Interest Term Rates as in effect immediately prior to 
such proposed adjustment in the Interest Rate Period, (ii) the effective date 
and the last day of such Long Period, and (iii) that the Series 2018-C 
Subordinate Bonds of such Series are subject to mandatory tender for 
purchase on such effective date and the purchase price applicable thereto.

(3)

Determination of Index Interest Rates.(E)

Determination of SIFMA Index Rates. During each 
SIFMA Index Rate Period, any Series of Series 2018-C Subordinate 
Bonds shall, subject to Sections 2.02(a)(i)(E)(3) hereof, bear interest at the 
SIFMA Index Rate. The Calculation Agent shall determine the SIFMA 
Index Rate on each Computation Date during the SIFMA Index Rate

(1)
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Period, and such rate shall become effective on the SIFMA Rate Reset 
Date next succeeding such Computation Date and interest at such rate 
shall accrue each day during such SIFMA Index Rate Period, commencing 
on and including the first day of such period to but excluding the last day 
of such period. The SIFMA Index Rate shall be rounded upward to the 
second decimal place.

Determination of Alternative Rate. During each 
Alternative Rate Period, any Series of Series 2018-C Subordinate Bonds 
shall bear interest at the Alternative Rate as provided for in a supplemental 
agreement executed and delivered in accordance with Article IX hereof.

(2)

Excess Interest. Notwithstanding anything in this 
Paying Agent Agreement to the contrary, if during an Index Rate Period, 
the rate of interest on any Series of Series 2018-C Subordinate Bonds 
exceeds the Maximum Interest Rate for such Series of Series 2018-C 
Subordinate Bonds, then (i) such Series of Series 2018-C Subordinate 
Bonds shall bear interest at the Maximum Interest Rate and (ii) interest on 
such calculated at the rate equal to the difference between (A) the rate of 
interest for such Series of Series 2018-C Subordinate Bonds as calculated 
pursuant to this Paying Agent Agreement and (B) the Maximum Interest 
Rate (the “Excess Interest”) shall be deferred until such date as the rate of 
interest borne by such Series of Series 2018-C Subordinate Bonds is 
below the Maximum Interest Rate, at which time that portion of the 
deferred Excess Interest shall be payable with respect to such Series of 
Series 2018-C Subordinate Bonds as will cause the rate of interest then 
paid thereon to equal the Maximum Interest Rate, which payments of 
deferred Excess Interest shall continue until all deferred Excess Interest 
with respect to the Series of Series 2018-C Subordinate Bonds is fully 
paid.

(3)

Failure to Determine Rate or Certain Rate Period. 
If for any reason the Calculation Agent fails to determine the Index 
Interest Rate, the Index Interest Rate then in effect shall remain in effect.

(4)

Determinations Conclusive. The determination of 
any Index Interest Rate by the Calculation Agent shall be conclusive and 
binding upon the City, the Paying Agent, the Remarketing Agent and the 
Bondholders. The determination of the Applicable Spread by the Market 
Agent shall be conclusive and binding upon the City, the Paying Agent, 
the Remarketing Agent and the Bondholders.

(5)

Adjustment to Index Interest Rate. The City, by 
written direction to the other Notice Parties, may elect, subject to the 
provisions of Sections 2.02(e), 2.02(f) and 2.02(h), that any Series of 
Series 2018-C Subordinate Bonds shall bear interest at a SIFMA Index 
Rate or an Alternative Rate or that the interest rate on the Series 2018-C

(6)
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Subordinate Bonds of such Series shall be adjusted from one SIFMA 
Index Rate to another SIFMA Index Rate or one Alternative Rate to 
another Alternative Rate or, and shall determine the duration of any such 
new SIFMA Index Rate Period or Alternative Rate Period, as applicable. 
Such direction of the City shall specify (i) the effective date of such 
adjustment to such SIFMA Index Rate or Alternative Rate, as applicable, 
which shall be (x) a Business Day not earlier than the 30th day following 
the second Business Day after receipt by the Paying Agent of such 
direction, and (y) in the case of an adjustment from a Long Period, the day 
immediately following the last day of the then-current Long Period, or 
(z) in the case of an adjustment from a Daily Rate Period, Weekly Rate 
Period or Short-Term Rate Period, the day immediately following the last 
day of the Interest Rate Period with respect to the Series of Series 2018-C 
Subordinate Bonds; (ii) the date of delivery for the Series of Series 2018-C 
Subordinate Bonds to be purchased (if other than such effective date), and 
(iii) the duration of any such new SIFMA Index Rate Period or Alternative 
Rate Period, as applicable. In addition, the direction of the City shall be 
accompanied by a form of notice to be mailed to the Owners of the Series 
2018-C Subordinate Bonds of such Series by the Paying Agent as 
provided in Section 2.02(a)(i)(E)(10). During each SIFMA Index Rate 
Period or Alternative Rate Period, as applicable, commencing on the date 
so specified and ending on the day immediately preceding the effective 
date of the next succeeding SIFMA Index Rate Period or Alternative Rate 
Period, as applicable, the interest rate borne by the Series of Series 2018-C 
Subordinate Bonds shall be a SIFMA Index Rate or Alternative Rate, as 
applicable. If the date on which the Series of Series 2018-C Subordinate 
Bonds are subject to tender for purchase shall be the date of an adjustment 
from one Index Interest Rate Period to another Index Interest Rate Period, 
the Holder may elect to retain its Series of Series 2018-C Subordinate 
Bonds by filing with the Paying Agent not less than five (5) days prior to 
the Mandatory Purchase Date a written notice identifying such Series of 
Series 2018-C Subordinate Bonds and the principal amount it wishes to 
retain.

Notice of Adjustment to Index Interest Rate. The 
Paying Agent shall give notice, together with the notice required by 
Section 5.01(f), by Mail of an adjustment to an Index Interest Rate to the 
Owners of the Series 2018-C Subordinate Bonds of a Series and, if a 
book-entry system is in effect, then to DTC, not less than 30 days prior to 
the effective date of such Index Interest Rate. Such notice shall state 
(i) that the interest rate on the Series of Series 2018-C Subordinate Bonds 
will be adjusted to or continue to be a SIFMA Index Rate or Alternative 
Rate, as applicable, unless, in the case of an adjustment from a Long Rate, 
Bond Counsel fails to deliver to the Notice Parties a Favorable Opinion of 
Bond Counsel as to such adjustment, in which case the Series of Series 
2018-C Subordinate Bonds shall continue to bear interest at the Long Rate 
in effect immediately prior to such proposed adjustment in the Interest
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Rate Period, (ii) the effective date of such SIFMA Index Rate Period or 
Alternative Rate Period, as applicable, (iii) that the Series of Series 2018- 
C Subordinate Bonds are subject to mandatory tender for purchase on such 
effective date and the applicable purchase price, and (iv) if the Series of 
Series 2018-C Subordinate Bonds are no longer in book-entry form, 
information with respect to the required delivery of bond certificates and 
payment of the purchase price under Section 5.01(f) of this Paying Agent 
Agreement.

Conversion to a new Index Interest Rate Period. If 
an Index Interest Rate is to be in effect immediately following a 
Conversion Date, such direction shall also state (y) whether such Index 
Interest Rate shall be a SIFMA Index Rate or a Alternative Rate and 
(z) the new Applicable Spread and, if such Index Interest Rate shall be a 
Alternative Rate, the new Applicable Factor. The new Applicable Factor 
and Applicable Spread shall be determined by the Market Agent on or 
prior to the Conversion Date based on the length of the new Index Interest 
Rate Period applicable to the chosen Conversion Date such that the initial 
Applicable Spread shall equal the number of basis points that, when added 
to the product of the applicable index, and the Applicable Factor, would 
equal the minimum interest rate per annum that would enable the Market 
Agent or Remarketing Agent to sell the Series of Series 2018-C 
Subordinate Bonds on such Conversion Date at a price equal to the 
principal amount thereof (without regard to accrued interest, if any, 
thereof). In addition, if an Index Interest Rate is to be in effect 
immediately following such Conversion Date, the City and the Market 
Agent shall provide a copy of the direction to the Calculation Agent 
contemporaneously with the Paying Agent. If the date on which the Series 
of Series 2018-C Subordinate Bonds are subject to tender for purchase 
shall be the date of an adjustment from one Index Interest Rate Period to 
another Index Interest Rate Period, the Holder may elect to retain its 
Series 2018-C Subordinate Bonds of such Series by filing with the Paying 
Agent not less than five (5) days prior to the Mandatoiy Purchase Date a 
written notice identifying such Series of Series 2018-C Subordinate Bonds 
and the principal amount it wishes to retain.

(8)

Determination of Fixed Interest Rate. On and after the Fixed Rate 
Date for any Series of Series 2018-C Subordinate Bonds, the Series 2018-C 
Subordinate Bonds of such Series shall bear interest at the Fixed Interest Rate. 
Not later than the Business Day prior to the Fixed Rate Date (or if such day is not 
a Business Day, then on the immediately preceding Business Day), the applicable 
Remarketing Agent shall determine the interest rate which in its judgment, having 
due regard for prevailing financial market conditions, is the interest rate, but not 
in excess of the interest rate, which would enable such Remarketing Agent to sell 
all of the Series 2018-C Subordinate Bonds of such Series on the Fixed Rate Date 
with a Fixed Interest Rate until maturity at 100% of the principal amount thereof 
plus accrued interest, if any, with respect thereto, plus a premium sufficient to pay

(ii)
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any remarketing fees; provided, however, that if the City exercises its option 
pursuant to Section 2.04 to have any Series of Series 2018-C Subordinate Bond 
remarketed on the Fixed Rate Date at a discount, the applicable Remarketing 
Agent shall establish the Fixed Interest Rate taking into account any such discount 
specified by the City. The Remarketing Agent shall promptly give telephonic 
notice to the City, the Fiscal Agent and the Paying Agent of the Fixed Interest 
Rate.

Place of Payment. Subject to Section 3.01(a) hereof, the principal of, and 
premium, if any, on the Series 2018-C Subordinate Bonds shall be payable in lawful money of 
the United States of America upon presentment and surrender of such Series 2018-C Subordinate 
Bonds at the Corporate Trust Office of the Paying Agent. Subject to Section 3.01(a) hereof, 
interest on the Series 2018-C Subordinate Bonds shall be payable on each applicable Interest 
Payment Date by the Paying Agent, by check mailed by Mail on the date on which due to the 
Owners of the Series 2018-C Subordinate Bonds at the close of business on the Record Date in 
respect of such Interest Payment Date at the registered addresses of Owners as shall appear on 
the Bond Register. In the case of any holder of Series 2018-C Subordinate Bonds of a Series in 
an aggregate principal amount in excess of $1,000,000 as shown on the registration books kept 
by the Paying Agent who, prior to the Record Date next preceding any Interest Payment Date, 
shall have provided, or caused to be provided to, the Paying Agent with wire transfer 
instructions, interest payable on such Series 2018-C Subordinate Bonds shall be paid in 
accordance with the wire transfer instructions provided by the holder of such Series 2018-C 
Subordinate Bonds (or by the applicable Remarketing Agent on behalf of such holder).

Binding Determination. The determination by the applicable Remarketing 
Agent in accordance with this Section 2.02 (or the City’s determination pursuant to this 
Section 2.02) of the Adjustable Interest Rate and the Fixed Interest Rate payable with respect to 
the Series of Series 2018-C Subordinate Bonds shall be conclusive and binding on the Notice 
Parties and the Owners of Series 2018-C Subordinate Bonds of such Series.

(b)

(c)

Maximum Interest Rate. Subject to the provisions of 
Section 2.02(a)(i)(E)(3) of this Paying Agent Agreement, notwithstanding anything to the 
contrary contained herein, in no event shall the interest rate payable with respect to any Series of 
Series 2018-C Subordinate Bonds exceeds the Maximum Interest Rate.

(d)

Method of Notice of Adjustment. In the event that the City shall elect to 
convert the interest rate on any Series of Series 2018-C Subordinate Bonds to a Daily Rate, 
Weekly Rate, Bond Interest Term Rates, Long Rate or Index Interest Rate as provided in 
Section 2.02(a)(i), then the written direction furnished by the City to the other Notice Parties as 
required by such Section shall be made by registered or certified mail, or by electronic-mail, 
telex or telecopy confirmed by registered or certified mail. Any such direction of the City shall 
specify whether any Series of Series 2018-C Subordinate Bonds are to bear interest at the Daily 
Rate, Weekly Rate, Bond Interest Term Rates, the Long Rate or Index Interest Rate and shall be 
accompanied by a copy of the notice required to be given by the Paying Agent pursuant to 
Section 2.02(a)(i)(A)(3) 2.02(a)(i)(B)(3), 2.02(a)(i)(C)(3), 2.02(a)(i)(D)(3) or 2.02(a)(i)(E)(6), as 
the case may be. Notwithstanding anything in this Section 2.02 to the contrary, the City may not

(e)
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elect to adjust the interest rate on the Series of Series 2018-C Subordinate Bonds from a Fixed 
Interest Rate.

Applicable Adjustable Interest Rate Upon a Failure to Receive a Favorable 
Opinion of Bond Counsel. Notwithstanding anything in this Section 2.02 to the contrary, in 
connection with any adjustment of any Series of Series 2018-C Subordinate Bonds from one 
Interest Mode to another Interest Mode, the City shall cause to be provided to the other Notice 
Parties a Favorable Opinion of Bond Counsel on the effective date of such adjustment. In the 
event that Bond Counsel fails to deliver a Favorable Opinion of Bond Counsel on any such date, 
then the Interest Rate Period on the Series of Series 2018-C Subordinate Bonds shall not be 
adjusted and the Series of Series 2018-C Subordinate Bonds bearing interest in the particular 
Interest Mode shall continue to bear interest in such Interest Mode. In any event, if notice of 
such adjustment has been mailed to the Owners of the Series 2018-C Subordinate Bonds of such 
Series as provided in Section 2.02 and Bond Counsel fails to deliver a Favorable Opinion of 
Bond Counsel on the effective date as herein described, the Series 2018-C Subordinate Bonds of 
such Series shall continue to be subject to mandatory purchase on the date which would have 
been the effective date of such adjustment as provided in Section 5.01(c)(i).

Provider Bonds. Any Provider Bonds shall bear interest at the Provider 
Bond Rate for the period commencing from the date that the applicable Credit Provider shall 
have purchased such Provider Bond and, subject to Section 6.08 hereof, continuing until the 
applicable Credit Provider shall no longer be the Owner of such Series of Series 2018-C 
Subordinate Bond as provided in the applicable Credit Facility. Notwithstanding anything in this 
Paying Agent Agreement to the contrary, interest on Provider Bonds shall be paid by wire 
transfer, on the date on which such interest is due, in accordance with the wire transfer 
instructions to be provided by the applicable Credit Provider prior to such Interest Payment Date, 
as provided in the applicable Credit Facility.

All Provider Bonds within the Series of Series 2018-C Subordinate Bonds shall be
(i) remarketed prior to any other Series 2018-C Subordinate Bonds of such Series, and
(ii) converted and remarketed to a Fixed Interest Rate before any other Series 2018-C 
Subordinate Bonds of such Series are so converted and remarketed.

(f)

(g)

Expiration of a Credit Facility. In connection with any adjustment in the 
Interest Rate Period for any Series of Series 2018-C Subordinate Bonds at the direction of the 
City (other than an adjustment to a Fixed Interest Rate or to an Index Interest Rate), if such 
adjusted Interest Rate Period would (i) extend beyond the Scheduled Termination Date of the 
applicable Credit Facility, (ii) require greater interest coverage than provided currently in the 
applicable Credit Facility or (iii) cause the applicable Credit Facility to no longer apply with 
respect to the Series of Series 2018-C Subordinate Bonds, the City, as a condition to the 
effectiveness of the direction to adjust the Interest Rate Period, must supply the Paying Agent 
with an amendment to the applicable Credit Facility or an Alternate Credit Facility with respect 
to the Series of Series 2018-C Subordinate Bonds.

(h)

In the event (i)the applicable Credit Provider does not agree to extend the 
Commitment Period beyond any Scheduled Termination Date of the applicable Credit Facility 
and an Alternate Credit Facility or a firm commitment for an Alternate Credit Facility has not
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been obtained by the City within 45 days prior to such Scheduled Termination Date, or (ii) such 
Credit Provider shall have notified the City pursuant to the provisions of the applicable Credit 
Facility (or similar provisions of an Alternate Credit Facility) that an “Event of Default” shall 
have occurred under the applicable Credit Facility and that the Credit Provider’s obligation to 
purchase Series of Series 2018-C Subordinate Bonds shall terminate, the City shall take all 
action necessary, in accordance with the terms hereof, to either: (i) convert the Series of Series 
2018-C Subordinate Bonds to a Fixed Interest Rate in accordance with Section 2.04, (ii) defease 
the Series of Series 2018-C Subordinate Bonds or provide for the payment or redemption thereof 
in accordance with Section 9.02 hereof or (iii) obtain an Alternate Credit Facility in the case of 
expiration of the Credit Facility, for delivery on a date not later than five (5) days prior to the 
Scheduled Termination Date and, in the case of an “Event of Default” under such Credit Facility, 
on a date not later than the termination date of the applicable Credit Facility. In the event the 
applicable Credit Provider does not agree to increase interest coverage necessary to effect a 
change in the Interest Mode, then the City shall take all action necessary to either (1) stay in the 
same Interest Mode or (2) (i) convert the Series of Series 2018-C Subordinate Bonds to a Fixed 
Interest Rate in accordance with Section 2.04 hereof, (ii) defease the Series of Series 2018-C ' 
Subordinate Bonds, or provide for the payment or redemption thereof in accordance with Section 
9.02 hereof or (iii) obtain an Alternate Credit Facility. On the second Business Day prior to the 
date of such conversion or defeasance of the Series of Series 2018-C Subordinate Bonds or upon 
the termination of the applicable Credit Facility, all amounts payable to the applicable Credit 
Provider in connection with the applicable Credit Facility and the Provider Bonds (except as may 
be set forth in Section 2.02(g), as applicable, and Section 2.07 hereof) shall be paid in full.

Section 2.03 Accrual of Interest. Except as provided in Section 2.02(g) with 
respect to Provider Bonds, each Series of Series 2018-C Subordinate Bond shall bear interest 
from and including the Interest Accrual Date immediately preceding the date of authentication 
thereof, or, if such date of authentication shall be an Interest Accrual Date to which interest on 
the Series of Series 2018-C Subordinate Bonds has been paid in full or duly provided for or the 
date of initial authentication of the Series of Series 2018-C Subordinate Bonds, from such date 
of authentication; provided, however, that if, as shown by the records of the Paying Agent, 
interest on the Series of Series 2018-C Subordinate Bonds shall be in default, such Series of 
Series 2018-C Subordinate Bonds issued in exchange therefor or surrendered for registration of 
transfer or exchange shall bear interest from the date to which interest has been paid in full on 
the Series of Series 2018-C Subordinate Bonds or, if no interest has been paid on the Series of 
Series 2018-C Subordinate Bonds, from the date of the first authentication thereof. Interest on 
the Series of Series 2018-C Subordinate Bonds shall be payable on each respective Interest 
Payment Date for the period commencing on the immediately preceding Interest Accrual Date 
or otherwise as provided herein and ending on the day immediately preceding such Interest 
Payment Date. In any event, interest on the Series of Series 2018-C Subordinate Bonds shall be 
payable for the final Interest Rate Period to the date on which any Series of Series 2018-C 
Subordinate Bond shall have been paid in full. Interest shall be computed, (i) in the case of any 
Series 2018-C Subordinate Bond of a Series bearing interest at the Alternative Rate, on the basis 
of a 360-day year and actual days elapsed or such other basis as specified in a supplemental 
agreement executed and delivered in accordance with Article IX hereof, (ii) in the case of any 
Series 2018-C Subordinate Bond of a Series bearing interest at the Long Rate or Fixed Interest 
Rate, on the basis of a 360-day year consisting of twelve 30-day months, and (iii) in the case of
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any other Interest Rate Period, on the basis of a 365 or 366-day year, as applicable, for the 
actual number of days elapsed.

Section 2.04 Conversion to Fixed Interest Rate.

The City shall have the option, exercisable one time for any Series of 
Series 2018-C Subordinate Bonds (unless a Fixed Interest Rate is not determined as provided in 
Section 2.04(b), in which case the City may exercise the option until such Fixed Interest Rate is 
determined), to convert the interest payable with respect to the Series of Series 2018-C 
Subordinate Bonds to the Fixed Interest Rale. The City shall exercise such option by giving, not 
less than 30 days prior to the Fixed Rate Date, notice to the Notice Parties of its election to 
convert the interest payable with respect to the Series of Series 2018-C Subordinate Bonds to the 
Fixed Interest Rate. Such notice shall specify the Fixed Rate Date, which may be any Business 
Day for which Owners may be given timely notice of conversion as provided in Section 2.05 
hereof. In connection with any conversion to the Fixed Interest Rate, the City shall have the 
right to direct the applicable Remarketing Agent to remarket the Series of Series 2018-C 
Subordinate Bonds on the Fixed Rate Date at a discount or at a premium, including a premium 
sufficient to pay any remarketing fees, and to establish new mandatory sinking account 
payments; provided that in order to exercise such option, the City must deposit with the Paying 
Agent on or prior to the Fixed Rate Date an amount equal to the discount and the remarketing 
fee. No later than the Business Day prior to the Fixed Rate Date, the applicable Remarketing 
Agent shall determine the Fixed Interest Rate, as provided in Section 2.02(a)(ii) hereof.

If the applicable Remarketing Agent fails, refuses or is unable to 
determine the Fixed Interest Rate prior to the Fixed Rate Date, or if a court of competent 
jurisdiction determines that the Fixed Interest Rate is invalid or unenforceable, then the Series of 
Series 2018-C Subordinate Bonds shall bear interest, at the interest rate provided in 
Section 2.02(a)(i)(B) hereof, until such time as the City elects a new Interest Rate Period as 
provided in Section 2.02 or again exercises its option to convert to a Fixed Interest Rate. If, at 
the direction of the City, the Remarketing Agent resumes determination of the Fixed Interest 
Rate pursuant to 2.04(a) hereof, the foregoing provisions shall apply as if there had been no prior 
invalidation or failure by the Remarketing Agent to determine the Fixed Interest Rate.

Notwithstanding anything in this Section 2.04 to the contrary, in 
connection with any conversion of the Series of Series 2018-C Subordinate Bonds to a Fixed 
Interest Rate, the City shall cause to be provided to the other Notice Parties a Favorable Opinion 
of Bond Counsel on the effective date of such conversion. In the event that Bond Counsel fails 
to deliver a Favorable Opinion of Bond Counsel on any such date, then the Interest Rate Period 
on the Series of Series 2018-C Subordinate Bonds shall not be converted, and the Series of 
Series 2018-C Subordinate Bonds bearing interest at (i) the Index Interest Rate, the Daily Rate, 
the Weekly Rate or Bond Interest Term Rates shall continue to bear interest at the Index Interest 
Rate, a Daily Rate, the Weekly Rate or the Bond Interest Term Rates, respectively, as in effect 
immediately prior to such proposed adjustment in the Interest Rate Period, and (ii) at a Long 
Rate shall continue to bear interest at the Long Rate in effect immediately prior to such proposed 
conversion to a Fixed Interest Rate. In any event, if notice of such conversion has been mailed to 
the Owners of the Series 2018-C Subordinate Bonds of a Series as provided in Section 2.05 and 
Bond Counsel fails to deliver a Favorable Opinion of Bond Counsel on the effective date as

(a)

(b)

(c)
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herein described, the Series of Series 2018-C Subordinate Bonds shall continue to be subject to 
mandatory purchase on the date which would have been the effective date of such adjustment as 
provided in Section 5.01 (c)(i).

Section 2.05 Notice of Conversion to Fixed Interest Rate. If the City exercises 
its option to convert any Series of Series 2018-C Subordinate Bonds to the Fixed Interest Rate, 
the Paying Agent shall give notice of such conversion to the Rating Agencies, the applicable 
Credit Provider, the applicable Remarketing Agent and the Owners of Series of Series 2018-C 
Subordinate Bonds. Such notice shall state (i) that the interest rate with respect to the Series of 
Series 2018-C Subordinate Bonds will be converted to the Fixed Interest Rate, (ii) the Fixed 
Rate Date, (iii) the date the Fixed Interest Rate is to be established, (iv) that interest represented 
by the Series of Series 2018-C Subordinate Bonds will be payable on each June 1 and 
December 1 after the Fixed Rate Date, (v) that subsequent to the Fixed Rate Date, the Owners 
will no longer have the right to deliver such Series of Series 2018-C Subordinate Bonds to the 
Paying Agent for purchase, (vi) that all Outstanding Series of Series 2018-C Subordinate Bonds 
will be purchased on the Fixed Rate Date, (vii) that the interest rate on the Series of Series 
2018-C Subordinate Bonds will be converted to a Fixed Rate, unless Bond Counsel fails to 
deliver to the Notice Parties a Favorable Opinion of Bond Counsel as to such conversion, in 
which case the Series of Series 2018-C Subordinate Bonds shall remain in the Interest Rate 
Period in effect immediately prior to such proposed conversion to the Fixed Interest Rate and 
(viii) that on and after conversion date, the Owners shall be deemed to have tendered their 
Series of Series 2018-C Subordinate Bonds as of the Fixed Rate Date to the Paying Agent. 
From and after the Fixed Rate Date, said Owners shall not be entitled to any payment (including 
any interest to accrue from and after the Fixed Rate Date) other than the purchase price for the 
Series of Series 2018-C Subordinate Bonds, which shall be an amount equal to the principal 
amount thereof plus accrued interest, if any, with respect thereto calculated as of the Fixed Rate 
Date. From and after the Fixed Rate Date, the Series of Series 2018-C Subordinate Bonds shall 
no longer otherwise be entitled to the benefits of this Paying Agent Agreement as further 
provided in Section 2.07 hereof. The Series of Series 2018-C Subordinate Bonds shall be 
purchased on the Fixed Rate Date in accordance with and from the sources of funds specified in 
Section 6.03 hereof.

Section 2.06 Replacement Bonds. After conversion to the Fixed Interest Rate 
pursuant to Section 2.04 hereof, the Paying Agent, at the direction of the City, shall deliver 
replacement Series 2018-C Subordinate Bonds of such Series bearing the Fixed Interest Rate 
with deletion of such terms which are, in the opinion of Bond Counsel, no longer applicable. 
Any such replacement Series 2018-C Subordinate Bonds shall be executed and authenticated as 
provided in the Subordinate General Resolution. Any such replacement Series 2018-C 
Subordinate Bonds shall be in Authorized Denominations. If definitive Series 2018-C 
Subordinate Bonds of a Series are not available for delivery, temporary replacement Series 
2018-C Subordinate Bonds of such Series may be delivered.

Section 2.07 Certain Provisions of Series 2018-C Subordinate Bonds and this 
Paving Agent Agreement Inapplicable After Fixed Rate Pate. On and after the Fixed Rate 
Date, any Series of Series 2018-C Subordinate Bond bearing interest at the Fixed Interest Rate 
shall no longer be subject to the following provisions of this Paying Agent Agreement, and in 
the event of delivery of replacement Series of Series 2018-C Subordinate Bonds pursuant to
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Section 2.06 hereof, any recital of such provisions shall be deleted from such replacement 
Series of Series 2018-C Subordinate Bonds:

The provisions of Article V hereof relating to the purchase, 
remarketing and delivery of a Series of Series 2018-C Subordinate Bonds;

(i)

The provisions of Section 2.02(a)(i), (c), (d), (e), (f), (g) and 
(h) relating to Adjustable Interest Rate;

(ii)

The provisions of Sections 2.04, 2.05 and 2.06 relating to 
conversion to the Fixed Interest Rate; and

(iii)

Any provisions relating to a Credit Facility, except to the extent 
that any Provider Bonds and other obligations are outstanding under the 
provisions of a Credit Facility.

(iv)

ARTICLE III
BOOK ENTRY BONDS AND TRANSFERS

Section 3.01 Book-Entry System: Limited Obligation.

Except as otherwise provided in this Section 3.01, the Series of Series 
2018-C Subordinate Bonds shall be registered in the form of one global bond in the aggregate 
principal amount of such Series of Series 2018-C Subordinate Bonds in the name of the 
Securities Depository or its nominee and ownership thereof shall be maintained in book-entry 
form by the Securities Depository for the account of the Participants thereof. Initially, the Series 
of Series 2018-C Subordinate Bonds shall be registered in the name of Cede & Co., as the 
nominee of the Securities Depository, and payment of principal or interest for any Series 2018-C 
Subordinate Bond of a Series registered in the name of Cede & Co. shall be made as provided in 
the Representation Letter. Except as provided in subsection (c) of this Section, the Series of 
Series 2018-C Subordinate Bonds may be transferred, in whole but not in part, only to the 
Securities Depository or a nominee of the Securities Depository, or to a successor Securities 
Depositary selected by the City or to a nominee of such successor Securities Depository. Each 
global bond shall bear a legend substantially to the following effect: “Except as otherwise 
provided in Section 3.01 of the Paying Agent Agreement by and between the City of Los 
Angeles and U.S. Bank National Association, as paying agent thereunder, dated as of [Dated 
Date], this global bond may be transferred, in whole but not in part, only to another nominee of 
the Securities Depository (as defined in the Paying Agent Agreement) or to a successor 
Securities Depository or to a nominee of a successor Securities Depository.”

(a)

(b) The City and the Paying Agent shall have no responsibility or obligation
with respect to:

the accuracy of the records of the Securities Depository or any 
Participant with respect to any beneficial ownership interest in the Series 2018-C 
Subordinate Bonds of a Series;

(i)
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the delivery to any Participant, Beneficial Owner or other Person, 
other than the Securities Depository, of any notice with respect to the Series 2018- 
C Subordinate Bonds of a Series;

(ii)

(iii) the payment to any Participant, Beneficial Owner or other Person, 
other than the Securities Depository, of any amount with respect to the principal 
of, premium, if any, or interest on, the Series 2018-C Subordinate Bonds of a 
Series;

(iv) any consent given by the Securities Depository as Owner; or

the selection by the Securities Depository or any Participant of any 
Beneficial Owners to receive payment if the Series 2018-C Subordinate Bonds of 
a Series are redeemed in part.

(v)

So long as the certificates for the Series 2018-C Subordinate Bonds issued 
pursuant to the Resolution, including by, among other things, this Paying Agent Agreement, are 
not issued pursuant to subsection (c) of this Section 3.01, the City and the Paying Agent may 
treat the Securities Depository as, and deem the Securities Depository to be, the absolute Owner 
of such Series 2018-C Subordinate Bond for all purposes whatsoever, including without 
limitation:

the payment of principal, premium, if any, and interest on or 
purchase price of such Series 2018-C Subordinate Bond;

(i)

giving notices of redemption or mandatory tenders and other 
matters with respect to such Series 2018-C Subordinate Bond; and

(ii)

(iii)
Subordinate Bond.

registering transfers with respect to such Series 2018-C

If at any time the Securities Depository notifies the City that it is unwilling 
or unable to continue as Securities Depository with respect to the Series 2018-C Subordinate 
Bonds or if at any time the Securities Depository shall no longer be registered or in good 
standing under the Securities Exchange Act or other applicable statute or regulation and a 
successor Securities Depository is not appointed by the City within 90 days after the City 
receives notice or becomes aware of such condition, as the case may be, subsections (a) and 
(b) of this Section 3.01 shall no longer be applicable and the City shall execute and the Paying 
Agent shall authenticate and deliver certificates representing the Series 2018-C Subordinate 
Bonds as provided below. In addition, the City may determine at any time that the Series 2018- 
C Subordinate Bonds shall no longer be represented by global certificates and that the provisions 
of subsections (a) and (b) above shall no longer apply to such Series 2018-C Subordinate Bonds. 
In any such event the City shall execute and the Paying Agent shall authenticate and deliver 
certificates representing the Series 2018-C Subordinate Bonds as provided below. Certificates 
for the Series 2018-C Subordinate Bonds issued in exchange for a global certificate pursuant to 
this subsection (c) shall be registered in such names and authorized denominations as the 
Securities Depository, pursuant to instructions from the Participants or otherwise, shall instruct 
the City and the Paying Agent. The Paying Agent shall deliver such certificates representing the

(c)
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Series 2018-C Subordinate Bonds to the persons in whose names such Series 2018-C 
Subordinate Bonds are so registered on the Business Day immediately preceding the first day of 
an Interest Rate Period.

Notwithstanding any other provision of this Paying Agent Agreement to 
the contrary, so long as the Series 2018-C Subordinate Bonds are registered in the name of 
Cede & Co., as nominee of DTC, all payments with respect to the principal or redemption price 
of and interest on or the purchase price of such Series 2018-C Subordinate Bonds, and all notices 
with respect to such Series 2018-C Subordinate Bonds, shall be made and given to DTC as 
provided in the Representation Letter.

(d)

In connection with any notice or other communication to be provided to 
Owners of Series 2018-C Subordinate Bonds pursuant to this Paying Agent Agreement by the 
City or the Paying Agent with respect to any consent or other action to be taken by Owners of 
Series 2018-C Subordinate Bonds, the City or the Paying Agent, as the case may be, shall 
establish a record date for such consent or other action and give DTC notice of such record date 
not less than 15 calendar days in advance of such record date to the extent possible. Notice to 
DTC shall be given only when DTC is the Owner of the Series 2018-C Subordinate Bonds.

If the City purchases, or causes the Paying Agent to purchase, any of the 
Series 2018-C Subordinate Bonds, such purchase of Series 2018-C Subordinate Bonds shall be 
deemed to have occurred upon the purchase of beneficial ownership interests in the Series 2018- 
C Subordinate Bonds from a Participant. Upon receipt by DTC of notice from the City and a 
Participant that a purchase of beneficial ownership interests in the Series 2018-C Subordinate 
Bonds has been made by the City from such Participant, DTC shall surrender to the Paying 
Agent such Series 2018-C Subordinate Bonds referenced in such notice and, if the principal 
amount referenced in said notice is less than the principal amount of the Subordinate Bonds so 
surrendered, the Paying Agent shall authenticate and deliver to DTC, in exchange for the Series 
2018-C Subordinate Bonds so surrendered, a new Series 2018-C Subordinate Bond or Series 
2018-C Subordinate Bonds, in Authorized Denominations and in a principal amount equal to the 
difference between (i)the principal amount of the Series 2018-C Subordinate Bonds so 
surrendered and (ii) the principal amount referenced in said notice.

Notwithstanding any provision herein to the contrary, the City and the 
Paying Agent may agree to allow DTC, or its nominee, Cede & Co., to make a notation on any 
Series 2018-C Subordinate Bond of a Series redeemed or defeased in part to reflect, for 
informational purposes only, the principal amount and date of any such redemption or 
defeasance.

(e)

(f)

(g)

Notwithstanding any provision herein to the contrary, so long as any 
Series 2018-C Subordinate Bond of a Series arc subject to a system of book-entry transfers 
pursuant to this Section 3.01, any requirement for the delivery of Series 2018-C Subordinate 
Bonds to the Paying Agent in connection with a tender pursuant to Section 5.01 shall be deemed 
satisfied upon the transfer, on the registration books of DTC, of the beneficial ownership 
interests in such Series 2018-C Subordinate Bonds tendered for purchase to the account of the 
Paying Agent, or a Participant acting on behalf of or at the direction of such Paying Agent.

(h)
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Section 3.02 Transfers. If at any time ownership of any Series of Series 2018-C 
Subordinate Bonds is no longer maintained in book-entry form, the transfer and exchange of the 
Series 2018-C Subordinate Bonds shall be governed by the provisions of the Resolution.

Section 3.03 Bond Register. The Paying Agent, as agent of the Fiscal Agent 
with respect to the Series 2018-C Subordinate Bonds, shall keep or cause to be kept at its 
Corporate Trust Office sufficient books for the registration of, and registration of transfer of, the 
Series 2018-C Subordinate Bonds, which books shall at all times during regular business hours 
be open to inspection by the City. Upon presentation for registration of transfer, the Paying 
Agent shall, as provided in the Resolution and under such reasonable regulations as it may 
prescribe subject to the provisions of the Resolution and hereof, register or register the transfer 
of the Series 2018-C Subordinate Bonds, or cause the same to be registered or cause the 
registration of the same to be transferred, on such books.

ARTICLE IV
REDEMPTION OF SERIES 2018-C SUBORDINATE BONDS

Section 4.01 Redemption Provisions. The Series 2018-C Subordinate Bonds 
are subject to redemption as provided below; provided, however, upon receipt of a Favorable 
Opinion of Bond Counsel and the written consent of the Owners of a majority in aggregate 
amount of the applicable Series of Series 2018-C Subordinate Bonds, such redemption 
provisions may be amended. Such amendments to the redemption provisions shall be set forth 
in a Supplemental Resolution filed with the Fiscal Agent.

Optional Redemption of Bonds in the SIFMA Index Mode, the Daily 
Mode, the Weekly Mode, the Alternative Rate Mode or the Short-Term Mode. Any Series of 
Series 2018-C Subordinate Bonds in the SIFMA Index Mode, the Alternative Rate Mode, the 
Daily Mode, the Weekly Mode, the Short-Term Mode or the Alternative Rate Mode are subject 
to optional redemption by the City, in whole or in part, in Authorized Denominations, on any 
Interest Payment Date during a SIFMA Index Rate Period, a Daily Rate Period, a Weekly Rate 
Period, a Short-Term Rate Period or an Alternative Rate Mode at a redemption price equal to 
100% of the principal being redeemed plus accrued interest, if any, to such Redemption Date, 
without premium.

(a)

Optional Redemption of Series 2018-C Subordinate Bonds Bearing the 
Fixed Interest Rate or in the Long Mode. Any Series of Series 2018-C Subordinate Bond 
bearing the Fixed Interest Rate or in the Long Mode are subject to optional redemption at the 
option of the City, in whole on any date or in part on any Business Day, during the periods 
specified below, and, in addition, with respect to the Series 2018-C Subordinate Bonds of a 
Series in the Long Mode, on the Business Day next succeeding the last day of the Long Period, 
at the redemption prices (expressed as a percentage of principal amount) hereinafter indicated, 
plus accrued interest, if any, to the Redemption Date:

(b)
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Length of Period 
Since Conversion Redemption Prices 

After 7 years at 100% 
After 5 years at 100% 
After 3 years at 100% 
After 2 years at 100%

Greater than 10 years
Less than or equal to 10 years and greater than 7 years 
Less than or equal to 7 years and greater than 4 years 
Less than or equal to 4 years

Provider Bonds shall be subject toRedemption of Provider Bonds, 
optional redemption by the City, in whole or in part at any time, and from time to time, at a 
redemption price equal to 100% of the principal being redeemed plus accrued interest, if any, at 
the Provider Bond Rate to such Redemption Date.

(c)

Mandatory Sinking Account Redemption of Series 2018-C Subordinate 
Bonds. The Series 2018-C-1 Subordinate Bonds shall be subject to call and redemption prior to
maturity, commencing on June 1, 20__and on each June 1 thereafter, at a redemption price equal
to 100% of the principal being redeemed plus accrued interest, if any, to the Redemption Date, 
from mandatory sinking account payments which have been deposited in the Debt Service Fund, 
in the principal amounts set forth below:

(d)

Redemption Date 
(June 1) Principal Amount

The Series 2018-C-2 Subordinate Bonds shall be subject to call and
redemption prior to maturity, commencing on June 1, 20__and on each June 1 thereafter, at a
redemption price equal to 100% of the principal being redeemed plus accrued interest, if any, to 
the Redemption Date, from mandatory sinking account payments which have been deposited in 
the Debt Service Fund, in the principal amounts set forth below:

(a)
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Redemption Date 
(June 1) Principal Amount

Mandatory sinking account payments for a Series of Series 2018-C Subordinate 
Bonds shall be reduced to the extent the City has purchased such Series of Series 2018-C 
Subordinate Bonds and surrendered such Series of Series 2018-C Subordinate Bonds to the 
Paying Agent for cancellation. If Series of Series 2018-C Subordinate Bonds have been 
redeemed as provided in Section 4.01(a) or (b) above, then the amount of the Series of Series 
2018-C Subordinate Bonds so redeemed shall be credited to such future mandatory sinking 
account payments as may be specified by the City. A reduction of mandatory sinking account 
payments in any twelve-month period ending June 1 will reduce the principal amount of Series 
of Series 2018-C Subordinate Bonds subject to mandatory sinking account redemption on that 
June 1.

(b) (i) During any Index Interest Rate Period, each Series of Series 2018-C 
Subordinate Bonds are subject to redemption on any Interest Payment Date at the direction of the 
City, in whole or in part, at a redemption price equal to the principal amount of Series of Series 
2018-C Subordinate Bonds called for redemption, plus accrued interest thereon (if any) to the 
date fixed for redemption.

(b) Series of Series 2018-C Subordinate Bonds bearing interest at the 
Index Interest Rate shall be subject to mandatory redemption in the amounts, on the dates and in 
the manner set forth in a supplemental agreement executed and delivered in accordance with 
Article IX hereof, and shall be subject to redemption in accordance with the provisions of 
Section 5.01(h) hereof.

Section 4.02 Selection for Redemption. In the case of redemption in part, 
Provider Bonds shall be selected for redemption by the Paying Agent prior to selecting any 
other Series of Series 2018-C Subordinate Bonds, and thereafter, the Paying Agent shall select 
the Series 2018-C Subordinate Bonds of a Series to be redeemed by lot

When any of the Series 2018-C Subordinate Bonds of a Series are to be redeemed 
at the option of the City as set forth in Section 4.01(a) through 4.01(b) above, the Paying Agent 
shall have first received a written notice of an Authorized City Representative of the exercise of 
such option (A) with respect to Series 2018-C Subordinate Bonds of a Series during an Index 
Interest Rate Period, at least sixty (60) days but not more than ninety (90) days prior to the 
proposed Redemption Date, and (B) with respect to Series 2018-C Subordinate Bonds of a Series
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during any other Interest Rate Period, at least thirty (30) days but not more than sixty (60) days 
prior to the proposed Redemption Date. Such request shall state the proposed Redemption Date 
and the aggregate principal amount of the Series 2018-C Subordinate Bonds of a Series to be 
redeemed and the maturity or maturities from which each redemption shall be made. Such 
request shall state whether such redemption shall be conditioned on a deposit of sufficient funds 
or if sufficient moneys will be on deposit prior to sending the notice of redemption as provided 
in Section 4.03 hereof.

Section 4.03 Notice of Redemption. Notice of redemption of any Series of 
Series 2018-C Subordinate Bond shall be given by the Paying Agent by Mail (A) with respect 
to Series 2018-C Subordinate Bonds of a Series during an Index Interest Rate Period, not less 
than sixty (60) nor more than ninety (90) days prior to the Redemption Date, and (B) with 
respect to Series 2018-C Subordinate Bonds of a Series during any other Interest Rate Period, 
not less than thirty (30) nor more than sixty (60) days prior to the Redemption Date to (i) the 
respective Owners of such Series 2018-C Subordinate Bonds of a Series designated for 
redemption at their addresses appearing on the register maintained pursuant to Section 3.03 
hereof, (ii) the applicable Remarketing Agent, (iii) the applicable Credit Provider, (iv) the Fiscal 
Agent, and (v) one or more Information Services. Notice of redemption of any Series of Series 
2018-C Subordinate Bonds shall also be given by telecopy, certified, registered or overnight 
mail to the Securities Depository upon mailing of notice of redemption to the Owners and the 
Information Services. Each notice of redemption shall state the date of such notice, the 
Redemption Date, the Redemption Price, the place or places of redemption (including the name 
and appropriate address or addresses of the Paying Agent), the CUSIP number, if any, of the 
maturity or maturities and, if less than all of such maturity, the distinctive certificate numbers of 
the Series 2018-C Subordinate Bonds of a Series of such maturity to be redeemed and, in the 
case of any Series 2018-C Subordinate Bond of a Series to be redeemed in part only, the 
respective portion of the principal amount thereof to be redeemed. Each such notice shall also 
state that on said date there will become due and payable with respect to each of said Series of 
Series 2018-C Subordinate Bonds the Redemption Price thereof or of said specified portion of 
the principal amount thereof in the case of a Series 2018-C Subordinate Bond of a Series to be 
redeemed in part only, and that from and after such Redemption Date, the related interest due 
with respect thereto shall cease to accrue, and shall require that such Series 2018-C Subordinate 
Bonds of a Series be then surrendered at the address or addresses of the Paying Agent specified 
in the redemption notice. Notice of any redemption shall either (i) state that the proposed 
redemption is conditioned on there being on deposit in the applicable fund or account on the 
redemption date sufficient money to pay the full redemption price of the Series 2018-C 
Subordinate Bonds of a Series to be redeemed, or (ii) be sent only if sufficient money to pay the 
full redemption price of the Series 2018-C Subordinate Bonds of a Series to be redeemed is on 
deposit in the applicable fund or account. All such amounts shall be held uninvested or shall be 
invested in Government Obligations which mature on or prior to such Redemption Date.

Notice of redemption of any Series of Series 2018-C Subordinate Bonds shall be 
given by the Paying Agent, at the expense of the City, for and on behalf of the City.

Failure by the Paying Agent to give notice pursuant to this Section 4.03 to the 
applicable Remarketing Agent, the applicable Credit Provider, the Owners of Series 2018-C 
Subordinate Bonds of a Series designated for redemption or any one or more of the Information
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Services or Securities Depository or any defect in such notice shall not affect the sufficiency of 
the proceedings for redemption.

Section 4.04 Partial Redemption. Upon surrender of any Series 2018-C 
Subordinate Bond of a Series to be redeemed in part only, the Paying Agent shall issue to the 
Owner thereof a new Series 2018-C Subordinate Bond or Bonds of such Series representing the 
unredeemed principal amount of such Series of Series 2018-C Subordinate Bond surrendered.

Section 4.05 Effect of Redemption. If notice of redemption has been duly given 
as aforesaid and funds for the payment of the Redemption Price of the Series 2018-C 
Subordinate Bonds of a Series to be redeemed are held by the Paying Agent on the designated 
Redemption Date, then on the Redemption Date designated in such notice, the Redemption 
Price of the Series 2018-C Subordinate Bonds of a Series so called for redemption shall become 
payable as specified in such notice; and from and after the date so designated interest due with 
respect to the Series 2018-C Subordinate Bonds of a Series or portions thereof so called for 
redemption shall cease to accrue, such Series 2018-C Subordinate Bonds shall cease to be 
entitled to any benefit, protection or security hereunder and the Owners of such Series 2018-C 
Subordinate Bonds shall have no rights in respect thereof except to receive payment of the 
Redemption Price. The Paying Agent shall, upon surrender for payment of any of the Series 
2018-C Subordinate Bonds of a Series to be redeemed on their respective Redemption Dates, 
pay such Series of Series 2018-C Subordinate Bonds at the Redemption Price. If said moneys 
shall not be available on the Redemption Date, such Series of Series 2018-C Subordinate Bonds 
shall continue to bear interest until paid at the same rate they would have borne had they not 
been called for redemption. Notwithstanding the foregoing, any Provider Bonds shall remain 
Outstanding until the applicable Credit Provider is paid all amounts due under such Provider 
Bonds or portions thereof to be redeemed on their respective Redemption Dates. Concurrently 
with payment to the applicable Credit Provider of all amounts due on Provider Bonds, the 
applicable Credit Provider shall surrender such Provider Bonds to the Paying Agent for 
cancellation.

Series 2018-C Subordinate Bonds of a Series redeemed in whole or in part 
pursuant to the provisions of this Article shall be cancelled by the Paying Agent and shall be 
destroyed and a certificate of destruction furnished to the City and shall not be reissued.

Section 4.06 Redemption of Provider Bonds. Notwithstanding anything to the 
contrary in this Paying Agent Agreement, Provider Bonds shall be subject to mandatory 
redemption as provided in the applicable Credit Facility.

ARTICLE V
TENDER AND PURCHASE OF SERIES 2018-C SUBORDINATE BONDS

Section 5.01 Purchase of Series 2018-C Subordinate Bonds.

During Daily Rate Period. During any Daily Rate Period, any Series 
2018-C Subordinate Bond of a Series (other than a Provider Bond) shall be purchased from its 
holder at the option of the holder on any Business Day that the applicable Credit Facility is in 
effect at a purchase price equal to the principal amount thereof plus accrued interest, if any, from

(a)
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and including the Interest Accrual Date immediately preceding the date of purchase through and 
including the day immediately preceding the date of purchase, unless the date of purchase shall 
be an Interest Accrual Date, in which case at a purchase price equal to the principal amount 
thereof, payable in immediately available funds, upon delivery to the Paying Agent at its 
Corporate Trust Office and to the applicable Remarketing Agent by no later than 11:00 a.m., 
New York City time, on such Business Day, of an irrevocable written notice (or a telephonic 
notice confirmed by a written notice) which states the principal amount of such Series 2018-C 
Subordinate Bond of a Series and acknowledges that the Series 2018-C Subordinate Bond of 
such Series will be purchased on such date. Provider Bonds may not be tendered for purchase at 
the option of the holder thereof. The Paying Agent shall send a copy of any notice delivered to it 
pursuant to this Section 5.01(a) by telecopy or electronic mail to the applicable Remarketing 
Agent and the applicable Credit Provider no later than 11:30 a.m. New York City time, on the 
same Business Day.

During Weekly Rate Period or Short-Term Rate Period. During any 
Weekly Rate Period or Short-Term Rate Period, any Series 2018-C Subordinate Bond of a Series 
(other than a Provider Bond) shall be purchased from its holder at the option of the holder on any 
Business Day that the applicable Credit Facility is in effect at a purchase price equal to the 
principal amount thereof plus accrued interest, if any, from and including the Interest Accrual 
Date immediately preceding the date of purchase through and including the day immediately 
preceding the date of purchase, unless the date of purchase shall be an Interest Accrual Date, in 
which case at a purchase price equal to the principal amount thereof, payable in immediately 
available funds, upon delivery to the Paying Agent at its Corporate Trust Office of an irrevocable 
written notice which states the principal amount of such Series 2018-C Subordinate Bond of a 
Series and the date on which the same shall be purchased, which date shall be a Business Day 
not prior to the seventh day next succeeding the date of the delivery of such notice to the Paying 
Agent. Any notice delivered to the Paying Agent after 4:00 p.m., New York City time, shall be 
deemed to have been received on the next succeeding Business Day. Provider Bonds may not be 
tendered for purchase at the option of the holder thereof. The Paying Agent shall send a copy of 
any notice delivered to it pursuant to this Section 5.01(b) by telecopy or electronic mail to the 
applicable Remarketing Agent and the applicable Credit Provider on the next Business Day 
immediately following the date of receipt of said notice, but in all events no later than 10:00 a.m. 
New York City time, on the Business Day on which such Series 2018-C Subordinate Bond of a 
Series is to be purchased pursuant to this Section 5.01(b).

Mandatory Tender for Purchase on First Day of Each New Interest Rate 
Period, the Day Next Succeeding the Last Day of Each Bond Interest Term and the Fixed Rate 
Date.

(b)

(c)

The Series 2018-C Subordinate Bonds of a Series shall be subject 
to mandatory tender for purchase on the first day of each new Interest Rate Period 
for such Series (other than an adjustment from a Weekly Rate to a Daily Rate or a 
Daily Rate to a Weekly Rate), or on the day which would have been the first day 
of a new Interest Rate Period had one of the events specified in Sections 
2.02(a)(i)(D)(2) or 2.02(f) not occurred which resulted in the interest rate on the 
Series 2018-C Subordinate Bonds of a Series not being adjusted, and on the Fixed 
Rate Date, at a purchase price, payable in immediately available funds, equal to

(i)
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the principal amount of and accrued interest on the Series 2018-C Subordinate 
Bonds of a Series to the date of tender.

On the day next succeeding the last day of each Bond Interest 
Term for a Series 2018-C Subordinate Bond of a Series unless such day is the 
maturity date or the first day of a new Interest Rate Period (in which event such 
Series 2018-C Subordinate Bond of a Series shall be subject to mandatory 
purchase pursuant to Section 5.01(c)(i))s such Series 2018-C Subordinate Bond of 
a Series shall be purchased from its Owner at a purchase price equal to the 
principal amount thereof payable in immediately available funds.

(ii)

The purchase price of any Series 2018-C Subordinate Bond of a Series so 
purchased shall be payable only upon surrender of such Series 2018-C Subordinate Bond to the 
Paying Agent at its Corporate Trust Office for delivery of such Series 2018-C Subordinate Bonds 
accompanied, when such Series 2018-C Subordinate Bonds are not in a book-entry system, by an 
instrument of transfer thereof, in form satisfactory to the Paying Agent, executed in blank by the 
Owners thereof or his duly authorized attorney, with such signature guaranteed by a bank, trust 
company or member firm of the New York Stock Exchange.

Mandatory Tender for Purchase upon Termination. Expiration or 
Replacement of a Credit Facility. Each Series 2018-C Subordinate Bond of a Series that is 
subject to purchase under a Credit Facility shall be subject to mandatory tender for purchase and 
shall be purchased or deemed purchased as provided herein (i) on the fifth (5 th) day prior to the 
scheduled expiration or termination of such Credit Facility, (ii) on the date such Credit Facility is 
replaced with an Alternate Credit Facility and (iii) on the date set forth in a notice from the 
applicable Credit Provider to the Paying Agent (which date shall be not less than 5 days after 
receipt of such notice by the Paying Agent) that an “Event of Default” has occurred under the 
applicable Credit Facility and directing the Paying Agent to cause a mandatory tender for 
purchase of such Series of Series 2018-C Subordinate Bonds on a date no later than the Business 
Day preceding the expiration of the Credit Facility caused by such Event of Default.

(d)

Mandatory Tender for Purchase Upon Conversion to Fixed Interest Rate. 
Each Series of Series 2018-C Subordinate Bonds shall be subject to mandatory tender for 
purchase on the Fixed Rate Date for the Series of Series 2018-C Subordinate Bonds at a purchase 
price, payable in immediately available funds, equal to the principal amount of and interest 
accrued to such tender date on the Series of Series 2018-C Subordinate Bonds.

(e)

Notice of Mandatory Tender for Purchase. In connection with any 
mandatory tender for purchase of Series 2018-C Subordinate Bonds of a Series in accordance 
with Sections 5.01(c)(i) or 5.01(d), the Paying Agent shall give notice of a mandatory tender for 
purchase as a part of the notice given (x) pursuant to Sections 2.02(a)(i)(A)(3), 2.02(a)(i)(B)(3), 
2.02(a)(i)(C)(3), 2.02(a)(i)(D)(3) or 2.05 in the case of a mandatory tender pursuant to 
Section 5.01(c)(i), and (y) pursuant to Section 8.04 in the case of a mandatory tender pursuant to 
Section 5.01(d). Such notice shall state (A) in the case of a mandatory tender for purchase 
pursuant to Section 5.01 (c)(i) hereof, the type of Interest Rate Period to commence on such 
Mandatory Purchase Date, as applicable; (B) that the purchase price of any Series 2018-C 
Subordinate Bond of a Series so subject to mandatory purchase shall be payable only upon

(f)
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surrender of such Series 2018-C Subordinate Bond to the Paying Agent at its Corporate Trust 
Office for delivery of such Series 2018-C Subordinate Bonds, accompanied by an instrument of 
transfer thereof, in form satisfactory to the Paying Agent, executed in blank by the holder thereof 
or his duly authorized attorney-in-fact, with such signature guaranteed by an eligible guarantor 
institution; (C) that, provided that moneys sufficient to effect such purchase have been provided 
through the remarketing of such Series 2018-C Subordinate Bonds by the applicable 
Remarketing Agent or through the applicable Credit Facility, all Series 2018-C Subordinate 
Bonds of a Series so subject to mandatory' tender for purchase shall be purchased on the 
Mandatory Purchase Date, and that if any Owner of a Series 2018-C Subordinate Bond of a 
Series subject to mandatory tender for purchase shall not surrender such Series 2018-C 
Subordinate Bond to the Paying Agent for purchase on such Mandatory Purchase Date, and 
moneys sufficient to pay the purchase price thereof are on deposit with the Paying Agent, then 
such Series 2018-C Subordinate Bond shall be deemed to be an “Undelivered Bond,” and that no 
interest shall accrue thereon on and after such Mandatory Purchase Date and that the holder 
thereof shall have no rights under the Resolution, including the Twenty-Fifth Supplemental 
Resolution, other than to receive payment of the purchase price thereof; and (E) if moneys 
sufficient to pay the purchase price of such Series 2018-C Subordinate Bonds have not been 
provided to the Paying Agent either through the remarketing of such Series 2018-C Subordinate 
Bonds or from the Credit Facility, that such Series 2018-C Subordinate Bonds shall not be 
purchased or deemed purchased and shall continue to bear interest as if such failed purchase 
shall not have occurred. The City shall provide the Paying Agent with a form of any such notice.

In connection with any mandatory tender for purchase of any Series 2018-C 
Subordinate Bond of a Series in accordance with Section 5.01(e), the Paying Agent shall give the 
notice as provided in Section 2.05.

In connection with any mandatory tender for purchase of any Series 2018-C 
Subordinate Bond of a Series in accordance with Section 5.01 (c)(ii), no notice shall be required.

For payment of the purchase price of any Series 2018-C Subordinate Bond of a 
Series required to be purchased pursuant to this Section 5.01 on the date specified, such Series 
2018-C Subordinate Bond must be delivered, at or prior to 12.00 noon (or 11:00 a.m. in the case 
of any Series 2018-C Subordinate Bond of a Series in a Daily Rate Period), New York City time, 
on the purchase date, to the Paying Agent at its Corporate Trust Office for delivery of such 
Series 2018-C Subordinate Bonds accompanied by an instrument of transfer thereof, in form 
satisfactory to the Paying Agent, executed in blank by the holder thereof or his duly authorized 
attorney-in-fact, with such signature guaranteed by an eligible guarantor institution. If any such 
Series 2018-C Subordinate Bond is delivered after 12:00 noon (or 11:00 a.m. in the case of any 
Series 2018-C Subordinate Bond of a Series in a Daily Rate Period). New York City time, on the 
purchase date, payment of the purchase price of such Series 2018-C Subordinate Bond need not 
be made until the Business Day following the date of delivery of such Series 2018-C Subordinate 
Bond but such Series 2018-C Subordinate Bond shall nonetheless be deemed to have been 
purchased on the date specified in such notice and no interest shall accrue thereon from and after 
such date.
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Notice of Owner’s Election to Tender Series 2018-C Subordinate Bonds(g)
Deemed to be Irrevocable; Undelivered Bonds.

The giving of notice by an Owner of a Series of Series 2018-C 
Subordinate Bond as provided in Section 5.01(a) or 5.01(b) shall constitute the 
irrevocable tender for purchase of each such Series 2018-C Subordinate Bond 
with respect to which such notice shall have been given, regardless of whether 
such Series 2018-C Subordinate Bond is delivered to the Paying Agent for 
purchase on the relevant purchase date as provided in Section 5.01, provided that 
moneys sufficient to pay the purchase price of such Series 2018-C Subordinate 
Bonds are on deposit with the Paying Agent for such purpose.

The Paying Agent may refuse to accept delivery of any Series 
2018-C Subordinate Bond of a Series for which a proper instrument of transfer 
has not been provided; such refusal, however, shall not affect the validity of the 
purchase of such Series 2018-C Subordinate Bond as herein described. If any 
holder of a Series 2018-C Subordinate Bond who shall have given notice of 
tender of purchase pursuant to Section 5.01(a) or 5.01(b) shall fail to deliver such 
Series 2018-C Subordinate Bond to the Paying Agent at the place and on the 
applicable date and at the time specified, or shall fail to deliver such Series 2018- 
C Subordinate Bond, properly endorsed, and moneys sufficient to pay the 
purchase price thereof are on deposit with the Paying Agent for such purpose, 
such Series 2018-C Subordinate Bond shall constitute an Undelivered Bond. If 
funds in the amount of the purchase price of the Undelivered Bonds (including the 
Undelivered Bonds referred to in Section 5.01(f)) are available for payment to the 
holder thereof on the date and at the time specified, from and after the date and 
time of that required delivery, (1) each Undelivered Bond shall be deemed to be 
purchased and shall no longer be deemed to be Outstanding under this Paying 
Agent Agreement; (2) interest shall no longer accrue thereon; and (3) funds in the 
amount of the purchase price of each such Undelivered Bond shall be held by the 
Paying Agent for the benefit of the holder thereof (provided that the holder shall 
have no right to any investment proceeds derived from such funds), to be paid on 
delivery (and proper endorsement) of such Undelivered Bond to the Paying Agent 
at its Corporate Trust Office for delivery of Series 2018-C Subordinate Bonds of a 
Series. Any funds held by the Paying Agent as described in clause (3) of the 
preceding sentence shall be held uninvested and not commingled.

(i)

(ii)

ARTICLE VI
REMARKETING AGENTS; PAYING AGENT;

PURCHASE AND REMARKETING OF SERIES 2018-C SUBORDINATE BONDS

Section 6.01 Remarketing Agents and Paving Agent for Series 2018-C
Subordinate Bonds.

Prior to any adjustment of the interest rate on a Series of Series 2018-C 
Subordinate Bonds to an Adjustable Interest Rate other than another SIFMA Index Interest Rate 
or Alternative Rate, the City shall appoint a Remarketing Agent for the Series of Series 2018-C

(a)

42
3119020.5 042746 RSIND



Subordinate Bonds from among the firms in the City’s approved underwriting pool, subject to 
the conditions set forth in Section 6.02 hereof. Each Remarketing Agent shall perform its duties 
and obligations as provided in the applicable Remarketing Agreement between said Remarketing 
Agent and the City. The City shall appoint any successor Remarketing Agent for any Series of 
Series 2018-C Subordinate Bonds subject to the conditions set forth in Section 6.02 hereof and 
the terms of the applicable Credit Facility. Each successor Remarketing Agent shall designate its 
principal office and signify its acceptance of the duties and obligations imposed upon it 
hereunder by a written instrument of acceptance delivered to the City and the applicable Credit 
Provider under which such Remarketing Agent will agree, particularly, to keep such books and 
records as shall be consistent with prudent industry practice and to make such books and records 
available for inspection by the City and the applicable Credit Provider at all reasonable times. 
The Remarketing Agents and the Remarketing Agreements shall be acceptable to the applicable 
Credit Provider, as required by the Twenty-Fifth Supplemental Resolution.

The initial Paying Agent for the Series 2018-C Subordinate Bonds shall be 
U.S. Bank, National Association. The City shall appoint any successor Paying Agent for the 
Series 2018-C Subordinate Bonds in accordance with Section 7.02 and Section 7.03 hereof. 
Each successor Paying Agent shall designate its Corporate Trust Office(s) for delivery of notices 
and delivery of the Series 2018-C Subordinate Bonds, and signify its acceptance of the duties 
and obligations imposed upon it hereunder by a written instrument of acceptance delivered to the 
Fiscal Agent, the City, the Credit Providers and the Remarketing Agents. By acceptance of its 
appointment hereunder, the Paying Agent agrees:

(b)

to hold all Series of Series 2018-C Subordinate Bonds delivered to 
it pursuant to Section 5.01 hereof, as agent and bailee of, and in escrow for the 
benefit of, the respective Owners which shall have so delivered such Series of 
Series 2018-C Subordinate Bonds until moneys representing the purchase price of 
such Series of Series 2018-C Subordinate Bonds shall have been delivered to or 
for the account of or to the order of such Owners;

(i)

to establish and maintain a separate segregated trust fund 
designated as the “Debt Service Fund” with respect to each Series of Series 2018- 
C Subordinate Bonds, and within such Debt Service Fund to establish and 
maintain a Letter of Credit Account (which shall be an Eligible Account), to be 
administered in accordance herewith and with Article V of the Subordinate 
General Resolution and Article VI of the Twenty-Fifth Supplemental Resolution;

(ii)

to establish and maintain a separate segregated trust fund, which 
shall be an Eligible Account, designated as the “Purchase Fund” containing a 
Remarketing Proceeds Account (the “Remarketing Proceeds Account”) and a 
Purchase Account (the “Purchase Account”) with respect to each Series of Series 
2018-C Subordinate Bonds until such time as it has been discharged from its 
duties as Paying Agent hereunder;

(iii)

to hold all moneys (without investment or commingling thereof) 
delivered to it hereunder in the Purchase Fund for the purchase of each Series of 
Series 2018-C Subordinate Bonds pursuant to Section 5.01 hereof, as agent and

(iv)
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bailee of, and in escrow for the benefit of, the person or entity which shall have so 
delivered such moneys until the Series of Series 2018-C Subordinate Bonds 
purchased with such moneys shall have been delivered to or for the account of 
such person or entity;

to hold all moneys delivered to it by the applicable Credit Provider 
for the purchase of the applicable Series of Series 2018-C Subordinate Bonds 
pursuant to Section 5.01 hereof, as agent and bailee of, and in escrow for the 
benefit of, the Owners or former Owners who shall deliver the Series of Series 
2018-C Subordinate Bonds to it for purchase until the Series of Series 2018-C 
Subordinate Bonds purchased with such moneys shall have been delivered to or 
for the account of the applicable Credit Provider; provided, however, that if the 
Series of Series 2018-C Subordinate Bonds shall at any time become due and 
payable, the Paying Agent shall cause such moneys (other than moneys held 
pursuant to Section 6.03(c)(ii)) to be returned to the applicable Credit Provider;

(v)

(vi) to establish and maintain a separate segregated trust fund 
designated as the “Redemption Fund'’ to hold and invest moneys for the 
redemption of the Series of Series 2018-C Subordinate Bonds pursuant to 
Section 4.01 hereof until such time as it has been discharged from its duties as 
Paying Agent hereunder;

to establish and maintain a separate segregated trust fund 
designated as the “Rebate Fund” to be administered in accordance with Article VI 
of the Twenty-Fifth Supplemental Resolution and Section 10.01 hereof;

(vii)

to establish and maintain such additional funds and accounts as(viii)
may be necessary in its judgment to carry out its duties and responsibilities under 
this Paying Agent Agreement;

to hold all Series 2018-C Subordinate Bonds registered in the name 
of the new Owners thereof for delivery to the Remarketing Agents;

to keep such books and records as shall be consistent with prudent 
corporate trust industry practice and to make such books and records available for 
inspection by the City, the Fiscal Agent, the Credit Providers and the Remarketing 
Agents at all reasonable times;

(ix)

(x)

to calculate on the 5th day (or if such day is not a Business Day 
then on the immediately preceding Business Day) prior to each Interest Payment 
Date the principal of and interest on each Series of Series 2018-C Subordinate 
Bonds that the City will be required to pay on the next Interest Payment Date to 
the Bondholders or to a Credit Facility Provider as reimbursement of the payment 
of such amount, and provide to the City an invoice setting forth such amounts net 
of amounts already on deposit in the Debt Service Fund; provided, in the event 
the variable rates set forth for any Series 2018-C Subordinate Bond of a Series 
have not yet been determined for any period prior to the next Interest Payment

(xi)
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Date, the Paying Agent for purposes of such calculation with respect to any Series 
2018-C Subordinate Bond of a Series shall assume an interest rate equal to the 
interest rate for such Series 2018-C Subordinate Bonds last determined pursuant 
to this Paying Agent Agreement [plus 2.00%];

to calculate not later than 12:00 noon (New York time) on the day(xii)
(or if such day is not a Business Day then on the immediately preceding Business 
Day) immediately preceding each Interest Payment Date the principal of and 
interest on the Series 2018-C Subordinate Bonds of a Series that the City will be 
required to pay on the next Interest Payment Date to the Bondholders or to a 
Credit Facility Provider as reimbursement of the payment of such amount, and if 
any additional amount is required to bring the amount on deposit in the Debt 
Service Fund to such payment amount, the Paying Agent shall provide to the City 
telephonic notification (promptly confirmed in writing) indicating such additional
amount;

to perform such functions required of the Paying Agent and set 
forth in Article IX hereof; and

(xiii)

to establish and maintain a separate segregated trust fund(xiv)
designated as the “Costs of Issuance Fund” to be administered in accordance with 
Article VI of the Twenty-Fifth Supplemental Resolution and Section 7.07 hereof.

The City shall cooperate with the Paying Agent to cause the necessary 
arrangements to be made and to be thereafter continued to enable the Paying Agent to perform its 
duties and obligations described above. The Paying Agent may establish such accounts or 
subaccounts hereunder as the Paying Agent may deem appropriate. The Paying Agent 
undertakes to perform such duties and only such duties as are specifically set forth in this Paying 
Agent Agreement.

Section 6.02 Qualifications of Remarketing Agents; Resignation: Removal.
Each Remarketing Agent shall be a member of the National Association of Securities Dealers, 
and with its parent company have a combined capital stock, surplus and undivided profits of at 
least $500,000 and authorized by law to perform all the duties imposed upon it by this Paying 
Agent Agreement. Each Remarketing Agent may at any time resign and be discharged of the 
duties and obligations created by this Paying Agent Agreement by giving notice to the City, the 
Fiscal Agent, the Paying Agent and the applicable Credit Provider. Such resignation shall take 
effect on the 60th day after the receipt by the City of the notice of resignation. Each 
Remarketing Agent may be removed at any time by the City and each Remarketing Agent shall 
be removed at any time by the City if such Remarketing Agent is in default under the applicable 
Remarketing Agreement, by written notice given by the City and delivered to the applicable 
Remarketing Agent, the Fiscal Agent, the Paying Agent and the applicable Credit Provider.
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Section 6.03 Notice of Series 2018-C Subordinate Bonds Delivered for 
Purchase; Purchase of Series 2018-C Subordinate Bonds.

The Paying Agent shall determine timely and proper delivery of Series 
2018-C Subordinate Bonds, pursuant to this Paying Agent Agreement and the proper 
endorsement of such Series 2018-C Subordinate Bonds. Such determination shall be binding on 
the Owners of such Series 2018-C Subordinate Bonds, the City, the applicable Remarketing 
Agents, the Credit Provider and the Fiscal Agent, absent manifest error. The Paying Agent shall 
give notice by telephone, telecopy or telex promptly confirmed by a written notice, to the Fiscal 
Agent, the applicable Remarketing Agent, the applicable Credit Provider and the City specifying 
the principal amount of Series 2018-C Subordinate Bonds, if any, as to which it shall receive 
notice of tender for purchase in accordance with Section 5.01(a) and 5.01(b).

(a)

Series 2018-C Subordinate Bonds required to be purchased in accordance 
with Section 5.01 shall be purchased from the Owners thereof on the date and at the purchase 
price at which such Series 2018-C Subordinate Bonds are required to be purchased. Funds for 
the payment of such purchase price shall be derived from the following sources in the order of 
priority indicated:

(b)

proceeds of the sale of such Series 2018-C Subordinate Bonds 
remarketed to any person (other than the City) pursuant to Section 6.04 and 
furnished to the Paying Agent by the applicable Remarketing Agent for deposit 
into the applicable Remarketing Proceeds Account of the Purchase Fund;

(i)

moneys paid to the Paying Agent for deposit into the applicable 
Purchase Account of the Purchase Fund representing moneys received from the 
applicable Credit Provider pursuant to the applicable Credit Facility; and

(ii)

(iii)
the Mandatory Tender Purchase Price and principal amounts and interest thereon.

during any Index Interest Rate Period, the City is obligated to pay

Other than during any Index Interest Rate Period, the City shall not have any 
obligation to pay the purchase price of Series 2018-C Subordinate Bonds required to be 
purchased pursuant to Section 5.01 hereof if the moneys from the sources described in clauses (i) 
and (ii) above are insufficient to provide for such payment. In the event moneys on deposit with 
the Paying Agent are insufficient to pay the purchase price of the Series 2018-C Subordinate 
Bonds to be purchased pursuant to Section 5.01 hereof, the Paying Agent shall determine the 
Series 2018-C Subordinate Bonds tendered for purchase with respect to which such insufficiency 
exists by lot from those Series 2018-C Subordinate Bonds tendered for purchase and shall return 
such Series 2018-C Subordinate Bonds to the Owners thereof together with notice of such 
insufficiency and the Owners thereof shall thereafter have the right to again tender such Series 
2018-C Subordinate Bonds for purchase to the extent provided by Section 5.01 hereof, and no 
such insufficiency shall constitute an Event of Default.

The Paying Agent shall authenticate a new Series 2018-C 
Subordinate Bond or Bonds in an aggregate principal amount equal to the principal amount of 
the Series 2018-C Subordinate Bonds purchased in accordance with Section 6.03(b) hereof,

(c) (i)
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whether or not the Series 2018-C Subordinate Bonds so purchased are presented by the Owners 
thereof, bearing a number or numbers not contemporaneously outstanding. Every Series 2018-C 
Subordinate Bond as authenticated and delivered as provided in this Section shall be entitled to 
all the benefits of this Paying Agent Agreement equally and proportionately with any and all 
other Series 2018-C Subordinate Bonds, duly issued hereunder. The Paying Agent shall 
maintain a record of the Series 2018-C Subordinate Bonds purchased as provided in this 
Section 6.03, together with the names and addresses of the former Owners thereof and shall 
make the notation required to be made on the Bond Register in the case of any Series 2018-C 
Subordinate Bond of a Series purchased pursuant to Section 6.03(b)(ii), including the designation 
of such Series 2018-C Subordinate Bonds as Provider Bonds.

If any Series 2018-C Subordinate Bond of a Series purchased as 
provided in this Section 6.03 shall not be presented to the Paying Agent, the Paying Agent shall 
segregate and hold the moneys for the purchase price of such Series 2018-C Subordinate Bonds 
in trust for the benefit of the former Owners of such Series 2018-C Subordinate Bonds, who 
shall, except as provided in the following sentence, thereafter be restricted exclusively to such 
moneys for the satisfaction of any claim for the purchase price of such Series 2018-C 
Subordinate Bonds, and such Series 2018-C Subordinate Bonds shall no longer be deemed 
Outstanding. Any moneys which the Paying Agent shall segregate and hold in trust for the 
payment of the purchase price of any Series 2018-C Subordinate Bond of a Series and remaining 
unclaimed for two years after the date of purchase shall be paid to the City. After the payment of 
such unclaimed moneys to the City, the former Owner of such Series 2018-C Subordinate Bond 
shall look only to the City for the payment thereof, and the City shall not be liable for any 
interest thereon and shall not be regarded as a trustee of such moneys.

(ii)

Section 6.04 Remarketing of Bonds; Notice of Interest Rates.

Upon notice of the tender for purchase of a Series of Series 2018-C 
Subordinate Bonds, the applicable Remarketing Agent shall offer for sale and use its best efforts 
to sell such Series 2018-C Subordinate Bonds, any such sale to be made on the date of such 
purchase in accordance with Section 5.01 hereof at the minimum interest rate available in the 
marketplace at a purchase price of par plus accrued interest thereon; provided, however, that the 
applicable Remarketing Agent shall not remarket any Series 2018-C Subordinate Bond of a 
Series unless a Credit Facility is then in effect with respect to such Series 2018-C Subordinate 
Bonds or unless such Series 2018-C Subordinate Bonds are being remarketed at the Fixed 
Interest Rate on the Fixed Rate Date. Each of the Remarketing Agents agrees that it shall not 
sell any Series 2018-C Subordinate Bond of a Series purchased pursuant to Section 5.01 hereof 
to the City, or to any person who controls, is controlled by, or is under common control with, the 
City. In addition, the City agrees that it will not tender any Series 2018-C Subordinate Bond of a 
Series for purchase under a Credit Facility.

(a)

The applicable Remarketing Agent shall determine the rate of interest to 
be borne by the Series of Series 2018-C Subordinate Bonds during each Interest Rate Period for 
the Series of Series 2018-C Subordinate Bonds (other than for Provider Bonds) and shall furnish 
to the City, the Paying Agent and the Fiscal Agent on the Business Day of determination each 
rate of interest so determined by telex, electronic-mail, telephone or telecopy, promptly 
confirmed in writing, or shall make such information available to such parties by readily

(b)
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accessible electronic means so long as such recipient shall agree to the receipt of information by 
such means; provided that during the Daily Mode, the applicable Remarketing Agent may 
provide each effective Daily Rate relating to each day in a weekly report prepared and provided 
on the last Business Day of each week to the Notice Parties.

The applicable Remarketing Agent for the Series of Series 2018-C 
Subordinate Bonds shall give the applicable Credit Provider, the Fiscal Agent and the Paying 
Agent telephonic notice or notice in writing and hand delivered, sent by electronic mail, 
facsimile transmission or such other readily accessible electronic means (so long as such 
recipient shall agree to the receipt of information by such means) not later than 3:30 p.m. (or not 
later than 11:30 a.m. on the date of purchase in the case of Series of Series 2018-C Subordinate 
Bonds purchased pursuant to Sections 5.01(a) or not later than 12:00 noon on the date of 
purchase in the case of Series of Series 2018-C Subordinate Bonds purchased pursuant to 
5.01(c)(ii) hereof), New York City time, on the Business Day preceding the day on which the 
Series of Series 2018-C Subordinate Bonds are to be purchased pursuant to Section 5.01(b), 
(c)(i), (d) or (e) hereof, specifying the aggregate principal amount of Series of Series 2018-C 
Subordinate Bonds, if any, sold by it and the amount of sale proceeds on hand, along with a list 
of such purchasers showing the names and denominations in which such Series of Series 2018-C 
Subordinate Bonds shall be registered, and the addresses and social security or taxpayer 
identification numbers of such purchasers.

(c)

Section 6.05 Delivery of Series 2018-C Subordinate Bonds.

The Series 2018-C Subordinate Bonds of a Series purchased with moneys 
described in clause (i) of Section 6.03(b) hereof shall be made available by the Paying Agent to 
the applicable Remarketing Agent for delivery to the purchasers thereof against payment 
therefor.

(a)

Series 2018-C Subordinate Bonds of a Series purchased with moneys 
described in clause (ii) of Section 6.03(b) hereof shall be registered in the name of, or as 
otherwise directed by, the applicable Credit Provider and delivered to or upon the order of, or as 
otherwise directed by, such Credit Provider (if the system of book-entry is no longer in effect).

(b)

Series 2018-C Subordinate Bonds of a Series delivered as provided in this 
Section shall be registered in the manner directed by the recipient thereof.

(c)

Section 6.06 Delivery of Proceeds of Sale. The proceeds of the sale by the 
applicable Remarketing Agent of any Series 2018-C Subordinate Bond of a Series delivered to 
it by, or held by it for the account of, the Fiscal Agent or the applicable Credit Provider, or 
delivered to it, shall be turned over to the Paying Agent by 10:45 a.m., New York City time, on 
the Business Day on which Series 2018-C Subordinate Bonds of a Series are to be purchased 
pursuant to Sections 5.01(a), (b), (c) (d) and (e) hereof.

Section 6.07 Demand for Purchase of Scries 2018-C Subordinate Bonds 
under the Credit Facilities. By 11:00 a.m., New York City time on the purchase date, the 
Paying Agent is hereby directed to notify the applicable Credit Provider as to the aggregate 
purchase price of tendered Series 2018-C Subordinate Bonds of a Series required to be
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purchased by such Credit Provider and to make a demand for purchase of such Series 2018-C 
Subordinate Bonds under the applicable Credit Facility in accordance with the terms of the 
applicable Credit Facility, such that the Paying Agent will have amounts sufficient to pay the 
purchase price plus accrued interest, if any, of the Series 2018-C Subordinate Bonds of a Series 
tendered. Upon the receipt (no later than 2:00 p.m., New York City time on said purchase date) 
of amounts under the applicable Credit Facility, the Paying Agent shall deposit such purchase 
price in the applicable Purchase Account of the Purchase Fund. In determining the amount of 
any such purchase price then due, the Paying Agent shall not take into consideration any 
purchase price due on any Series 2018-C Subordinate Bond of a Series registered in the name of 
the City or any affiliate of the City to the extent identified to the Paying Agent and no demand 
for purchase under the applicable Credit Facility shall be made to pay the purchase price of any 
Series 2018-C Subordinate Bond of a Series registered in the name of the City or any affiliate of 
the City to the extent identified to the Paying Agent. By 3:00 p.m., New York City time, the 
Paying Agent shall purchase the tendered Series 2018-C Subordinate Bonds of a Series, and 
immediately remit to the applicable Credit Provider such funds in the applicable Purchase 
Account which were not used to purchase the Series of Series 2018-C Subordinate Bonds 
tendered.

Section 6.08 Notice of Remarketing of Provider Bonds: Election Not to Sell 
Provider Bonds. The applicable Remarketing Agent shall continue to use its best efforts to 
remarket Provider Bonds of the related Series of Series 2018-C Subordinate Bonds at a price 
which, together with any moneys to be provided by the City under this Paying Agent 
Agreement, will equal the principal amount thereof plus accrued and unpaid interest thereon to 
such date. The applicable Credit Provider (or any subsequent Owner of a Provider Bond) shall 
have the right, by written notice or by telephonic notice, promptly confirmed in writing to the 
applicable Remarketing Agent, the Fiscal Agent and the Paying Agent, to elect not to sell the 
Provider Bonds or any portion thereof. From and after any sale by the Remarketing Agent and 
receipt by the Paying Agent on behalf of the applicable Credit Provider (or any subsequent 
Owner of the Provider Bonds) of the purchase price therefor (including accrued interest to the 
date of delivery) and notification by the applicable Credit Provider of the reinstatement of the 
Credit Facility in the principal amount equal to such Provider Bonds and release by the 
applicable Credit Provider of any applicable Provider Bonds which the Remarketing Agent has 
remarketed, or any such election not to sell the Provider Bonds, such Series of Series 2018-C 
Subordinate Bonds shall cease to be Provider Bonds and shall bear interest as provided herein 
for Series of Series 2018-C Subordinate Bonds other than Provider Bonds.

ARTICLE VII 
PAYING AGENT

Section 7.01 Compensation of Paving Agent. Subject to the terms of any 
compensation agreement, the City shall from time to time, on demand, pay to the Paying Agent 
reasonable compensation for its services and shall reimburse the Paying Agent for all its 
advances and expenditures, including but not limited to advances to and reasonable fees and 
expenses of independent appraisers, accountants, consultants, counsel, agents and attomeys-at- 
law or other experts employed by it in the exercise and performance of its powers and duties 
hereunder; provided that the initial fees of the Paying Agent shall be paid in accordance with the 
schedule set forth in Exhibit B hereto; provided further that the Paying Agent shall not

49
3119020.5 042746 RSIND



compensate or reimburse itself from moneys held in Funds and Accounts established pursuant 
to this Paying Agent Agreement.

Section 7.02 Removal and Resignation of Paving Agent. The City may, so 
long as no Event of Default has occurred and is continuing, upon 30 days’ notice, or the Owners 
of a majority of the Series 2018-C Subordinate Bonds Outstanding may by written request at 
any time upon 30 days’ notice and for any reason, remove the Paying Agent. The Paying Agent 
or any successor may at any time resign by giving at least 60 days’ written notice to the City, 
the Fiscal Agent, the Credit Providers and the Remarketing Agents, and by giving notice by 
Mail to the Owners of its intention to resign and of the proposed date of resignation. Upon 
removal of the Paying Agent by the City or upon receiving notice of resignation of the Paying 
Agent in accordance with the foregoing, the City shall promptly appoint a successor Paying 
Agent by an instrument in writing; provided, however, that if the City fails to appoint a 
successor Paying Agent within 30 days following receipt of a written notice of resignation, the 
resigning Paying Agent may petition the appropriate court having jurisdiction to appoint a 
successor paying agent. Such resignation or removal shall take effect on the day a successor 
Paying Agent shall have been appointed by the City and shall have accepted such appointment.

Upon the effective date of resignation or removal of the Paying Agent, the Paying 
Agent shall deliver any Series 2018-C Subordinate Bond of a Series, the Credit Facilities and 
moneys held by it in such capacity to its successor.

Section 7.03 Qualifications of Successor Paving Agent. Any successor shall be 
a bank or trust company, in good standing duly authorized to exercise trust powers having a 
combined capital (exclusive of borrowed capital) and surplus of at least $100,000,000 and shall 
be subject to supervision or examination by a federal or State banking authority. If such bank or 
trust company publishes a report of condition at least annually, pursuant to law or to the 
requirements of any supervising or examining authority above referred to, then for the purposes 
of this Section the combined capital and surplus of such bank or trust company shall be deemed 
to be its combined capital and surplus set forth in its most recent report of condition so 
published. Notwithstanding the foregoing, a bank or trust company which does not have a 
combined capital and surplus of at least $100,000,000 may become a successor Paying Agent 
hereunder if its obligations hereunder are guaranteed by an affiliate which meets the 
qualifications of a successor Paying Agent hereunder and such guaranty is acceptable in form 
and substance to the City.

Section 7.04 Merger or Consolidation. Any company into which the Paying 
Agent may be merged or converted or with which it may be consolidated or any company 
resulting from any merger, conversion or consolidation to which it shall be a party or any 
company to which the Paying Agent may sell or transfer all or substantially all of its corporate 
trust business (provided such company is eligible under Section 7.02 hereof), shall be the 
successor to the Paying Agent without the execution or filing of any papers or further act, 
anything herein to the contrary notwithstanding.

Section 7.05 Protection and Rights of the Paving Agent. The Paying Agent 
shall be protected and shall incur no liability in acting upon or processing in good faith any 
resolution, notice, telegram, request, consent, waiver, certificate, statement, affidavit, voucher,
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bond, requisition or other paper or document which it shall in good faith believe to be genuine 
and to have been passed or signed by the proper board or person or to have been prepared and 
furnished pursuant to any of the provisions of this Paying Agent Agreement, and the Paying 
Agent shall be under no duty to make any investigation or inquiry as to any statements 
contained or matters referred to in any such instrument, but may accept and rely upon the same 
as conclusive evidence of the truth and accuracy of such statements. The Paying Agent may 
consult with counsel, who may or may not be counsel to the City, with regard to legal questions, 
and the opinion of such counsel shall be full and complete authorization and protection in 
respect of any action taken or suffered by it in good faith reliance thereon; provided, however, 
the Paying Agent shall receive the City’s prior written consent (which consent shall not be 
unreasonably withheld) prior to incurring legal fees and expenses estimated in good faith in 
excess of $2,500.

The Paying Agent shall not be liable for any error in judgment made by a 
responsible officer of the Paying Agent, unless it shall be proved that the Paying Agent was 
negligent in ascertaining the pertinent facts. The Paying Agent shall not be liable with respect to 
any action taken or omitted to be taken by it in good faith in accordance with the written 
direction of the Owners of not less than a majority of the Outstanding Series 2018-C Subordinate 
Bonds relating to the exercise of any trust or power conferred upon the Paying Agent under this 
Paying Agent Agreement.

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

The Paying Agent may become an Owner of Series 2018-C Subordinate Bonds 
with the same rights it would have if it were not the Paying Agent; may acquire and dispose of 
Series 2018-C Subordinate Bonds or other evidences of indebtedness of the City and enforce its 
rights as Owner thereof to the same extent as if it were not the Paying Agent; and may act as a 
depository for and permit any of its officers or directors to act as a member of, or in any other 
capacity with respect to, any committee formed to protect the rights of Owners of Series 2018-C 
Subordinate Bonds, whether or not such committee shall represent the Owners of a majority of 
the Series 2018-C Subordinate Bonds Outstanding.

No provision in this Paying Agent Agreement shall require the Paying Agent to 
risk or expend its own funds or otherwise incur any financial liability in the performance of any 
of its duties hereunder if it shall have reasonable grounds for believing that repayment of such 
funds or adequate indemnity against such risk or liability is not assured to it.

In accepting the appointment as Paying Agent hereunder, the Paying Agent acts 
solely as agent for the City and not in its individual capacity and all persons, including without
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limitation the Owners and the City having any claim against the Paying Agent arising from the 
Paying Agent Agreement shall look only to the funds and accounts held by the Paying Agent 
hereunder for payment except as otherwise provided herein. The Paying Agent does not assume 
any obligation or relationship of agency or trust for the Owners, except that all funds held by the 
Paying Agent for the payment of principal of, or premium, if any, or interest on the Series 2018- 
C Subordinate Bonds or for the payment of the purchase price for the Series 2018-C Subordinate 
Bonds shall be held in trust for such Owners as set forth herein and in the Series 2018-C 
Subordinate Bonds, as applicable. Under no circumstances shall the Paying Agent be liable in its 
individual capacity for the obligations evidenced by the Series 2018-C Subordinate Bonds.

The Paying Agent shall not be deemed to have knowledge of any Event of Default 
unless and until the corporate trust department of the Paying Agent shall have actual knowledge 
thereof. Upon the occurrence of any Event of Default the Paying Agent shall have no duty or 
obligation to exercise any right, power or remedy hereunder, except as specifically set forth 
herein, unless it has been first indemnified to its satisfaction from any costs, liabilities or 
expenses to be incurred thereby; provided, however, indemnification of the Paying Agent shall 
not be a condition to the obligation of the Paying Agent to take non-discretionary actions, 
including, without limitation to make demands for payment under any Credit Facility or, to 
accelerate the Series 2018-C Subordinate Bonds or to make payment of principal or interest on 
the Series 2018-C Subordinate Bonds, or the payment of the redemption price of any Series 
2018-C Subordinate Bond of a Series, or of the purchase price of any Series 2018-C Subordinate 
Bond of a Series upon optional or mandatory tender thereof in accordance with the Resolution 
and this Paying Agent Agreement.

The recitals contained herein and in the Series 2018-C Subordinate Bonds, except 
the Paying Agent’s certificates of authentication, shall be taken as the recitals of the City, and the 
Paying Agent assumes no responsibility for the correctness of the same or for the accuracy or 
completeness of any information set forth or required to be set forth in any offering material, 
including any Official Statement or other disclosure document, used in connection with the 
offering for sale or the sale of the Series 2018-C Subordinate Bonds. The Paying Agent shall not 
be accountable for the use or application by the City or any other person of any funds which the 
Paying Agent has released under this Paying Agent Agreement.

The Paying Agent (i) may execute any of the trusts or powers hereof and perform 
the duties required of it hereunder by or through attorneys, agents or receivers, (ii) shall be 
entitled to advice of counsel concerning all matters of trust and concerning its duties hereunder 
and rely conclusively on such advice, and (iii) the Paying Agent shall not be answerable for the 
default or misconduct of any such attorney, agent, or receiver selected by it with reasonable care.

Section 7.06 Paving Agent to Act as Set Forth Herein. The Paying Agent has 
the power to receive, to hold and to disburse moneys in accordance with the terms hereof. The 
Paying Agent has no power to vary, alter or substitute the corpus of any trust created pursuant to 
this Paying Agent Agreement at any time, except as specifically authorized herein.

Section 7.07 Costs of Issuance Fund. The Paying Agent is hereby directed to 
received from the City in the Costs of Issuance Fund. Thedeposit the sum of $

Paying Agent shall disburse moneys in the Costs of Issuance Fund only upon a requisition,
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substantially in the form set forth in Exhibit C hereto, signed by an Authorized City 
Representative setting forth the amounts to be disbursed for payment or reimbursement of Costs 
of Issuance and the name of the person or persons to whom said amounts are due, stating that 
the amounts to be disbursed are for Costs of Issuance properly chargeable to the Costs of 
Issuance Fund and that such amounts have not been the subject of previous requisition. Upon 
the earlier of (A)
Issuance Fund, or (B) the filing with Paying Agent of a certificate stating that all of the Costs of 
Issuance have been paid, as applicable, Paying Agent shall, upon written instructions of the 
City, withdraw all remaining moneys in the Costs of Issuance Fund and transfer or apply such 
amount to or at the direction of the City, free and clear of any lien of the Twenty-Fifth 
Supplemental Resolution, and shall close the Costs of Issuance Fund.

Section 7.08 Indemnification. To the extent permitted by law, the City hereby 
agrees to indemnify and save the Paying Agent harmless from and against all claims, suits and 
actions brought against it, or to which it is made a party, and from all losses and damages 
(including the reasonable fees and expenses of counsel) suffered by it as a result thereof, 
including where and to the extent such claim, suit or action arises out of the actions of any other 
party to this Paying Agent Agreement, except to the extent such claims arise from the 
negligence or bad faith of the Paying Agent. In the event the City is required to indemnify the 
Paying Agent, as herein provided, the City shall be subrogated to the rights of the Paying Agent 
to recover such losses or damages from any other person or entity. In the event such claim, suit 
or action arises from the negligence or willful misconduct of the Paying Agent, the Paying 
Agent shall reimburse the City for any losses or damages (including reasonable fees and 
expenses of counsel) incurred by the City in connection with such claims.

1, 20[__] with respect to moneys for Costs of Issuance in the Costs of

ARTICLE VIII 
CREDIT FACILITY

Section 8.01 Credit Facilities for the Series 2018-C Subordinate Bonds.

Prior to any adjustment of the interest rate on any Series of Series 2018-C 
Subordinate Bonds to an Adjustable Interest Rate other than another SIFMA Index Interest Rate 
or Alternative Rate, the City will cause to be executed and delivered to the Paying Agent a Credit 
Facility for the Series of Series 2018-C Subordinate Bonds which shall provide for the payment 
of principal of (including mandatory sinking account payments) and interest on the Series of 
Series 2018-C Subordinate Bonds, when due and the purchase, in accordance with the terms 
thereof, of the Series of Series 2018-C Subordinate Bonds which are tendered for purchase as 
provided in Articles V and VI hereof and not remarketed. The Paying Agent is hereby directed 
to take such actions as may be required under the applicable Credit Facility from time to time in 
accordance with the terms thereof to purchase the Series of Series 2018-C Subordinate Bonds 
subject to purchase but not remarketed in accordance with such Articles.

The Paying Agent shall, in the Business Day preceding each Interest 
Payment Date and principal payment date (each, a “Payment Date”), before 4:00 p.m., New 
York City time, draw on the Credit Facility for the Series of Series 2018-C Subordinate Bonds so 
as to receive by 1:00 p.m., New York City time on such Payment Date, an amount, in 
immediately available funds, equal to the amount of interest and principal (including mandatory

(a)

(b)
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sinking account payments) due on Series of Series 2018-C Subordinate Bonds on such Payment 
Date; provided, however, that the Paying Agent shall take into consideration any Series 2018-C 
Subordinate Bond of a Series that are Provider Bonds or registered in the name of the City or any 
affiliate of the City to the extent identified to the Paying Agent and no demand for interest under 
the applicable Credit Facility shall be made to pay the interest of any Series 2018-C Subordinate 
Bond of a Series that are Provider Bonds or registered in the name of the City or any affiliate of 
the City to the extent identified to the Paying Agent. The proceeds of such draws shall be 
deposited in separate accounts established pursuant to Section 6.0l(b)(ii) for Series of Series 
2018-C Subordinate Bonds and established for the benefit of the Owners of Series 2018-C 
Subordinate Bonds of such Series; provided that any amounts remaining in such account for 
Series 2018-C Subordinate Bonds of such Series after the payment of interest and principal 
(including mandatory sinking account payments) shall be used to reimburse the applicable Credit 
Provider for draws under the applicable Credit Facility.

If at any time all of the Series 2018-C Subordinate Bonds of a Series then 
secured by a Credit Facility shall have been defeased pursuant to the provisions of the 
Resolution, the Paying Agent shall surrender the applicable Credit Facility in effect to the 
applicable Credit Provider in accordance with the terms of such Credit Facility for cancellation 
promptly after such appropriate date. The Paying Agent shall comply with the procedure set 
forth in the applicable Credit Facility relating to the termination thereof and is authorized to 
deliver certificates reducing the amount available for the payment of the purchase price of Series 
2018-C Subordinate Bonds of a Series under the applicable Credit Facility in accordance with 
the provisions thereof.

(c)

In connection with the replacement, termination or expiration of a Credit 
Facility requiring mandatory purchase of Series 2018-C Subordinate Bonds of a Series as 
provided in Section 5.01(d) hereof, the Paying Agent is hereby directed to give the notice of 
mandatory tender for purchase of the Series 2018-C Subordinate Bonds of a Series as provided 
in Section 5.01(f) and Section 8.04 hereof.

(d)

Section 8.02 Alternate Credit Facility for the Series 2018-C Subordinate 
Bonds. The City may provide for the delivery to the Paying Agent of an Alternate Credit 
Facility which has a term of at least 360 days. Any Alternate Credit Facility delivered to the 
Paying Agent pursuant to this Section 8.02 shall contain administrative provisions reasonably 
acceptable to the Paying Agent the applicable Remarketing Agent. If at any time there shall be 
delivered to the Paying Agent:

0) Alternate Credit Facility covering the Series 2018-Can
Subordinate Bonds of a Series;

(ii) a Favorable Opinion of Bond Counsel;

(iii)
Agent to the effect that such Alternate Credit Facility is a valid and enforceable 
obligation of the issuer or provider thereof; and

an opinion of counsel satisfactory to the applicable Remarketing
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(iv) an opinion of Bond Counsel addressed to the Paying Agent and the 
applicable Remarketing Agent that no registration of the Series of Series 2018-C 
Subordinate Bonds or such Alternate Credit Facility is required under the 
Securities Act of 1933, as amended (the “1933 Act”), and no qualification of this 
Paying Agent Agreement under the Trust Indenture Act of 1939, as amended (the 
“Trust Indenture Act”), is required in connection with the delivery of such 
Alternate Credit Facility

and there shall have been delivered by the Paying Agent the notices required under 
Section 5.01(f) and 8.04 hereof, then the Paying Agent shall accept such Alternate Credit Facility 
and, after any draws on the Credit Facility being replaced (including draws pursuant to 
Section 5.01 (d)(ii)) that are required to be honored thereunder are honored, shall promptly 
thereafter surrender the applicable Credit Facility then in effect to the applicable Credit Provider 
for cancellation in accordance with its terms.

In lieu of the opinion of Bond Counsel required by the foregoing paragraph (iv), 
there may be delivered an opinion of counsel reasonably satisfactory to the City to the effect that 
either (a) at all times during the term of the Alternate Credit Facility, the Series of Series 2018-C 
Subordinate Bonds will be offered, sold and held by Owners in transactions not constituting a 
public offering of the Series of Series 2018-C Subordinate Bonds or the Alternate Credit Facility 
under the 1933 Act and accordingly neither the registration of the Series of Series 2018-C 
Subordinate Bonds under the 1933 Act nor the qualification of an indenture in respect thereof 
under the Trust Indenture Act will be required in connection with the execution and delivery of 
the Alternate Credit Facility or the remarketing of the Series of Series 2018-C Subordinate 
Bonds with the benefits thereof, or (b) the obligation of the applicable Credit Provider under the 
Alternate Credit Facility has been registered under the 1933 Act, and any indenture required to 
be qualified with respect thereto under the Trust Indenture Act has been so qualified, and 
accordingly neither the registration of the Series of Series 2018-C Subordinate Bonds under the 
1933 Act nor the qualification of an indenture in respect thereof under the Trust Indenture Act 
will be required in connection with the issuance of such Alternate Credit Facility or the 
remarketing of the Series of Series 2018-C Subordinate Bonds with the benefits thereof.

Section 8.03 Rights and Duties under Credit Facility. The Paying Agent is 
hereby instructed, without further direction, to execute any Credit Facilities upon their delivery 
and make demand for the payment of the principal of, interest on, and the purchase 2018-C 
Subordinate Bonds under the applicable Credit Facility in accordance with the terms thereof at 
such times, in the manner and for the purposes set forth in this Paying Agent Agreement and the 
applicable Credit Facility. The City agrees that the Paying Agent in its name or in the name of 
the City may enforce all rights of the Paying Agent and of the City and all obligations of the 
Credit Providers under and pursuant to the Credit Facilities, for the benefit of the Owners.

Section 8.04 Notice of Mandatory Tender Upon Termination, Expiration or 
Replacement of the Credit Facilities or At the Direction of the Credit Providers. The
Paying Agent shall give notice by Mail to the Owners of the Series 2018-C Subordinate Bonds 
of a Series then payable from the applicable Credit Facility (a) on or before the 30th day 
preceding the date such Series 2018-C Subordinate Bonds Eire subject to mandatory tender for 
purchase pursuant to Section 5.01 (d)(i) resulting from the scheduled termination or expiration

55
3119020.5 042746 RS1ND



of such Credit Facility in accordance with its terms, (b) on or before the 30th day preceding the 
replacement of such Credit Facility, or (c) as soon as practicable upon receipt by the Paying 
Agent of a notice from the applicable Credit Provider described in clause (iii) or (iv) of 
Section 5.01(d) that an “Event of Default” has occurred under such Credit Facility. Any such 
notice shall, to the extent applicable, (1) describe any replacement, termination or expiration of 
the applicable Credit Facility, and the effective date thereof, (2) identify the Alternate Credit 
Facility, if any, to be in effect upon such replacement, termination or expiration and identify the 
provider of such Alternate Credit Facility, and the date of the proposed provision of the 
Alternate Credit Facility (if any), (3) state the Mandatory Purchase Date on which the Series of 
Series 2018-C Subordinate Bonds will be purchased pursuant to Section 5.01(d) hereof, and 
(4) specify the ratings, if any, to be applicable to the Series of Series 2018-C Subordinate Bonds 
after such replacement, termination or expiration of the applicable Credit Facility, or state that 
no ratings have been obtained with respect to such Series of Series 2018-C Subordinate Bonds 
for the period subsequent to such replacement, termination or expiration of the applicable Credit 
Facility. The City shall provide the Paying Agent with written notice of any information 
required to enable the Paying Agent to give the foregoing notice and shall provide the Paying 
Agent with the form of such notice; provided, however, that in the event the City shall fail to 
provide such notice, the Paying Agent shall provide such notice.

Section 8.05 Notice by Paving Agent to Reduce Credit Facility. If the Series 
of Series 2018-C Subordinate Bonds shall be redeemed in whole or in part, the Paying Agent, at 
the written direction of the City, shall give notice to the applicable Credit Provider in the 
manner required by the applicable Credit Facility to reflect such reduction in the principal 
amount of the Series of Series 2018-C Subordinate Bonds, as a result of such redemption and no 
notice to the Owners of the Series 2018-C Subordinate Bonds of such Series of such reduction, 
nor any purchase thereof under Sections 5.01(d) or 8.04, shall occur as a result thereof.

ARTICLE IX 
MISCELLANEOUS

Section 9.01 Investment of Amounts Held under this Paving Agent
Agreement.

Moneys held in Funds and Accounts (other than moneys held in the 
Purchase Fund and the Letter of Credit Account which shall be held uninvested) shall be 
invested and reinvested as directed by the Treasurer solely in Permitted Investments and in 
accordance with the City’s investment policy then in effect, subject to the restrictions set forth in 
this Paying Agent Agreement and subject to the investment restrictions imposed upon the City 
by the laws of the State. The Treasurer shall direct such investments by written certificate or by 
telephone instruction followed by prompt written confirmation of the Treasurer or an authorized 
designee, and in the absence of such direction, the Paying Agent shall invest such funds in the 
Permitted Investments identified in item (ix) of such Permitted Investments. The Paying Agent 
shall have no responsibility or liability in respect of any investment made in accordance with the 
instructions of the Treasurer or his authorized designee.

(a)

Permitted Investments in any Fund or Account shall be deemed at all 
times to be a part of such Fund or Account, and the interest accruing thereon and any profit

(b)
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realized from such investment shall be credited to such Fund or Account and any loss resulting 
from such investment shall be charged to such Fund or Account.

Section 9.02 Defeasance. Each Series of Series 2018-C Subordinate Bonds may 
be defeased in whole or in part upon satisfaction of the provisions of the Resolution; provided, 
however, that, notwithstanding anything contained in the Resolution, if the Series of Series 
2018-C Subordinate Bonds which are to be redeemed pursuant to Section 4.01 hereof is 
supported by a Credit Facility and/or a Rating Agency has assigned a rating to such Series of 
Series 2018-C Subordinate Bonds, such Series of Series 2018-C Subordinate Bonds may be 
defeased only if (a) notwithstanding the defeasance of the Series of Series 2018-C Subordinate 
Bonds, the applicable Credit Facility remains available for such Series of Series 2018-C 
Subordinate Bonds through the redemption date therefor, which redemption date shall be the 
earliest date possible in accordance with the terms of Section 4.03 hereof or (b) the City has 
received a rating confirmation. Notwithstanding anything to the contrary in the definition of 
“Government Obligations” set forth in the Subordinate General Resolution, the securities set 
forth in clause (ii) of such definition shall mean and include only principal-only strips and 
interest-only strips of non-callable obligations issued by the United States Treasury, and 
REFCORP securities stripped by the Federal Reserve Bank of New York.

Section 9.03 Modification of this Paving Agent Agreement. This Paying 
Agent Agreement may be modified or amended by supplemental agreements with the consent 
of the parties hereto by supplemental agreements, provided, however, that any modifications or 
amendments to this Paying Agent Agreement shall require the consent of each Credit Provider 
(which consent shall not be unreasonably withheld) and any amendments to Article VI of this 
Paying Agent Agreement shall require the consent of each of the Remarketing Agents (which 
consent shall not be unreasonably withheld).

Upon execution andSection 9.04 Effect of Supplemental Agreements.
delivery of any supplemental agreement pursuant to the provisions of this Article XII, this 
Paying Agent Agreement and all supplemental agreements shall be, and shall be deemed to be, 
modified and amended in accordance therewith, and the respective rights, duties and obligations 
under this Paying Agent Agreement and all supplemental agreements of the City, the Fiscal 
Agent, the Remarketing Agents, the Credit Providers, any Paying Agent and all Owners of 
Series 2018-C Subordinate Bonds of such Series shall thereafter be determined, exercised and 
enforced under this Paying Agent Agreement and all supplemental agreements, subject in all 
respects to such modifications and amendments.

Section 9.05 Supplemental Agreements to be Part of this Paving Agent 
Agreement. Any supplemental agreement executed and delivered in accordance with the 
provisions of this Article XII shall thereafter form a part of this Paying Agent Agreement or the 
supplemental agreement which they supplement or amend, and all of the terms and conditions 
contained in any such supplemental agreement as to any provision authorized to be contained 
therein shall be and shall be deemed to be part of the terms and conditions of this Paying Agent 
Agreement which they supplement or amend for any and all purposes.

Except as herein otherwise specifically 
provided, nothing in this Paying Agent Agreement expressed or implied is intended or shall be

Section 9.06 Parties in Interest.
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construed to confer upon any person, firm or corporation other than the City, the Paying Agent, 
the Fiscal Agent, the Remarketing Agents, the Credit Providers and the Owners any right, 
remedy or claim under or by reason of this Paying Agent Agreement being intended to be for 
the sole and exclusive benefit of the City, the Paying Agent, the Fiscal Agent, the Remarketing 
Agents, the Credit Providers and the Owners.

Section 9.07 Severability. In case any one or more of the provisions of this 
Paying Agent Agreement, or of any Series 2018-C Subordinate Bond issued hereunder shall, for 
any reason, be held to be illegal or invalid, such illegality or invalidity shall not affect any other 
provisions of this Paying Agent Agreement, or Series 2018-C Subordinate Bonds, and this 
Paying Agent Agreement and any Series 2018-C Subordinate Bond issued hereunder shall be 
construed and enforced as if such illegal or invalid provisions had not been contained herein or 
therein.

Section 9.08 No Personal Liability of City Officials; Limited Liability of City 
to Owners of Series 2018-C Subordinate Bonds.

(a) No covenant or agreement contained in Series 2018-C Subordinate Bonds 
or in this Paying Agent Agreement shall be deemed to be the covenant or agreement of any 
present or future official, officer, agent or employee of the City in his individual capacity, and 
neither the members of the Council of the City nor any person executing the Series 2018-C 
Subordinate Bonds shall be liable personally on the Series 2018-C Subordinate Bonds or be 
subject to any personal liability or accountability by reason of the issuance thereof.

Except for the payment when due of the payments required under this 
Paying Agent Agreement and the observance and performance of the other agreements, 
conditions, covenants and terms required to be performed by it contained in this Paying Agent 
Agreement, the City shall not have any obligation or liability to the Owners with respect to this 
Paying Agent Agreement or the preparation, execution, delivery, transfer, exchange or 
cancellation of the Series 2018-C Subordinate Bonds or the receipt, deposit or disbursement of 
the payments by the Paying Agent, or with respect to the performance by the Paying Agent of 
any obligation required to be performed by it contained in this Paying Agent Agreement.

(b)

Section 9.09 Execution of Instruments; Proof of Ownership.

Any request, direction, consent or other instrument in writing required or 
permitted by this Paying Agent Agreement to be signed or executed by Owners or on their behalf 
by an attomey-in-fact may be in any number of concurrent instruments of similar tenor and may 
be signed or executed by such Owners in person or by an agent or attomey-in-tact appointed by 
an instrument in writing or as provided in the Series 2018-C Subordinate Bonds. Proof of the 
execution of any such instrument and of the ownership of Series 2018-C Subordinate Bonds shall 
be sufficient for any purpose of this Paying Agent Agreement and shall be conclusive in favor of 
the Paying Agent with regard to any action taken by it under such instrument if made in the 
following manner:

(a)

the fact and date of the execution by any person of any such 
instrument may be proved by the certificate of any officer in any jurisdiction who,

0)
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by the laws thereof, has power to take acknowledgments within such jurisdiction, 
to the effect that the person signing such instrument acknowledged before him the 
execution thereof, or by an affidavit of a witness to such execution; and

the ownership of Series 2018-C Subordinate Bonds, as applicable, 
shall be proved by the registration books kept under the provisions of Section 3.03 
hereof;

(ii)

Nothing contained in this Section 9.09 shall be construed as limiting the 
Paying Agent to such proof. The Paying Agent may accept any other evidence of matters herein 
stated which it may deem sufficient. Any request, consent of, or assignment by any Owner of a 
Series 2018-C Subordinate Bond shall bind every future Owner of the same Series issued in lieu 
thereof in respect of anything done by the Paying Agent or the City in pursuance of such request 
or consent.

(b)

Section 9.10 Coverning Law. The internal laws of the State (without regard to 
conflicts of laws principles) shall govern the construction and enforcement of this Paying Agent 
Agreement and of all Series 2018-C Subordinate Bonds issued pursuant hereto; provided, 
however, that the administration of the trusts imposed upon the Paying Agent by this Paying 
Agent Agreement and the rights and duties of the Paying Agent hereunder shall be governed by, 
and construed in accordance with, the laws of the jurisdiction in which the Paying Agent has its 
Corporate Trust Office.

Section 9.11 Notices.

Any notice, request, direction, designation, consent, acknowledgment, 
certification, appointment, waiver or other communication required or permitted by this Paying 
Agent Agreement or the Series 2018-C Subordinate Bonds must be in writing except as 
expressly provided otherwise in this Paying Agent Agreement or in the Series 2018-C 
Subordinate Bonds.

(a)

The Paying Agent shall give prior written notice, while a Series of Series 
2018-C Subordinate Bonds bear interest at any rate other than the Index Interest Rate, to the 
Rating Agencies, the Credit Providers and the Remarketing Agents, at least 15 days (or such 
shorter period as shall be reasonable) before each of the following events:

appointment of a successor Paying Agent;

(b)

(i)

amendment to this Paying Agent Agreement, a Credit Facility, if(ii)
any, or the Resolution;

(iii) redemption of the Series of Series 2018-C Subordinate Bonds;

adjustment of the Series of Series 2018-C Subordinate Bonds to 
the Short-Term Mode, the Long Mode or conversion to a Fixed Interest Rate;

(iv)

removal or resignation of the Fiscal Agent, the Paying Agent or(v)
any Remarketing Agent;
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expiration, termination, extension or substitution of a Credit(vi)
Facility, if any;

mandatory tender for purchase of the Series 2018-C Subordinate(vii)
Bonds of any Series;

defeasance of the Series of Series 2018-C Subordinate Bonds;(viii)

acceleration of the Series of Series 2018-C Subordinate Bonds; or(ix)

the Series of Series 2018-C Subordinate Bonds are no longer(x)
Book-Entry Bonds.

Notice in the case of an event referred to in clause (ii) hereof shall include a copy
of any such amendment.

Except as otherwise required herein, all notices required or authorized to 
be given to the City, the Fiscal Agent, the Paying Agent, the applicable Remarketing Agents, the 
Credit Provider, Fitch and S&P pursuant to this Paying Agent Agreement shall be in writing and 
shall be hand delivered, sent by electronic-mail, facsimile transmission, by Mail or such other 
readily accessible electronic means (so long as such recipient shall agree to the receipt of 
information by such means), to the following addresses:

(c)

1. If to the City, to:

Office of the City Administrative Officer 
200 N. Main St., Room 1500 
Los Angeles, CA 90012 
Attn: Debt Management Group 
Telephone: (213)485-2881 
Facsimile: (213)687-8213

2. If to the Fiscal Agent, to:

City Treasurer 
200 N. Spring Street 
Room 201
Los Angeles, CA 90012 
Claire Bartels, City Treasurer 
Telephone: [(213) 978-1718] 
Facsimile: [(213)978-1719]
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3. If to the Paying Agent, to:

U.S. Bank National Association 
633 West Fifth Street, 24th Floor 
Los Angeles, California 90071 
Attention: Corporate Trust Services 
Facsimile: (213) 615-6199 
Telephone: (213)615-6001

If to the Remarketing Agent for the Series 2018-C-1 Subordinate Bonds,4.
to:

[To come]

If to the Remarketing Agent for the Series 2018-C-2 Subordinate Bonds,5.
to:

[To come]

If to the Credit Provider, to:6.

[To come]

7. If to S&P, to:

Standard & Poor’s Ratings Services 
55 Water Street, 38th Floor 
New York, New York 10041 
Attn: Public Finance Structured Group 
Telephone: (415) 371-5020 
Facsimile: (415) 371-5090
E-mail: pubfin_structured@standardandpoors.com

If to Fitch, to:8.

Fitch, Inc.
1 State Street Plaza, 28 th Floor 
New York, New York 10004
Attn: Public Finance Department - Municipal Structured Finance 
Telephone: (212) 908-0500 
Facsimile: (212) 480-4421

or to such other addresses as may from time to time be furnished to the parties, effective upon 
the receipt of notice thereof given as set forth above. Notices to a Credit Provider required or 
permitted to be given hereunder shall be in writing and shall be sent by Mail, to the notice 
address set forth above or to such other address as the applicable Credit Provider may identify in 
a written notice delivered pursuant to this Section 9.11(c).
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Section 9.12 Holidays. If the date for milking any payment or the last date for 
performance of any act or the exercising of any right, as provided in this Paying Agent 
Agreement, shall not be a Business Day, such payment may, unless otherwise provided in this 
Paying Agent Agreement, be made or act performed or right exercised on the next succeeding 
Business Day with the same force and effect as if done on the nominal date provided in this 
Paying Agent Agreement, and no interest shall accrue for the period from and after such 
nominal date.

Section 9.13 Captions. The captions and table of contents in this Paying Agent 
Agreement are for convenience only and do not define or limit the scope or intent of any 
provisions or Sections of this Paying Agent Agreement.

Section 9.14 Counterparts. This Paying Agent Agreement may be signed in 
several counterparts, each of which will be an original, but all of them together constitute the 
same instrument.
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IN WITNESS WHEREOF, the parties have executed this Paying Agent 
Agreement effective the date first above written.

CITY OF LOS ANGELES

By:
Title: Assistant City Administrative Officer 
Date Executed:______________________

ATTEST:

HOLLY L. WOLCOTT, 
CITY CLERK

By:
Title: Deputy City Clerk 
Date Executed:_______

APPROVED AS TO FORM:

MIKE FEUER, 
CITY ATTORNEY

By:
Title: Assistant City Attorney 
Date Executed:___________

[Paying Agent], 
as Paying Agent

By:
Title: Assistant Vice President
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EXHIBIT A-1

FORM OF SERIES 2018-C-1/-2 SUBORDINATE BOND 
DURING ANY PERIOD OTHER THAN INDEX INTEREST RATE PERIOD

UNITED STATES OF AMERICA 
STATE OF CALIFORNIA 
CITY OF LOS ANGELES

WASTEWATER SYSTEM SUBORDINATE REVENUE BONDS 
VARIABLE RATE REFUNDING 

SERIES 2018-C-1/-2

No.

Maturity Date Dated Date CUSIP No.

THIS SUBORDINATE BOND IS A SPECIAL, LIMITED OBLIGATION OF THE 
CITY OF LOS ANGELES. THE PRINCIPAL HEREOF, PREMIUM, IF ANY, AND 
INTEREST HEREON ARE PAYABLE SOLELY FROM CERTAIN WASTEWATER 
SYSTEM REVENUES AND OTHER AMOUNTS ON DEPOSIT IN CERTAIN SPECIAL 
LIMITED FUNDS AS DESCRIBED HEREIN. THE CITY IS NOT OBLIGATED TO MAKE 
PAYMENT HEREON FROM ANY OTHER SOURCE. THIS SUBORDINATE BOND IS 
NOT PAYABLE FROM THE GENERAL FUND OF THE CITY AND NEITHER THE FULL 
FAITH AND CREDIT NOR THE TAXING POWER OF THE CITY IS PLEDGED TO THE 
PAYMENT OF ANY AMOUNTS DUE ON THIS SUBORDINATE BOND.

REGISTERED OWNER: CEDE & CO.

PRINCIPAL AMOUNT: $

The City of Los Angeles (the “City”), a municipal corporation and a political subdivision 
of the State of California, organized and operating under the terms of the Charter of the City of 
Los Angeles (the “Charter”) and the Constitution of the State of California, promises to pay, 
from the sources described in this Subordinate Bond and not from any other sources, to the 
Registered Owner set forth above or registered assigns, the Principal Amount set forth above on 
the Maturity Date set forth above, and to pay interest as provided in this Subordinate Bond.

This Subordinate Bond is authorized, issued and secured under the tenns of that 
Wastewater System Revenue Bonds Subordinate General Resolution adopted by the Council of 
the City on March 26, 1991, as heretofore amended and supplemented, including by the terms of 
the Twenty-Fifth Supplemental Resolution Supplementing the Wastewater System Revenue 
Bonds Subordinate General Resolution, adopted by the Council on [Resolution Date] (as 
hereinafter defined, the “Twenty-Fifth Supplemental Resolution”) and the Paying Agent 
Agreement dated as of [Dated Date] (the “Paying Agent Agreement”) by and between the City 
and [Paying Agent], as the paying agent (the “Paying Agent”). This Subordinate Bond is issued
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pursuant to the authority of the Charter, Article 6.7 of Chapter 1 of Division 11 of the 
Administrative Code of the City and Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of 
Title 5 (Section 53570 et seq. and Section 53580 et seq., respectively) of the Government Code 
of the State of California. Additional Subordinate Bonds may be issued from time to time under 
the terms of the Subordinate General Resolution and all such additional Subordinate Bonds will 
be equally and ratably secured with the Subordinate Bonds in accordance with the Subordinate 
General Resolution by the Revenues.

The City's obligation to make payment of the principal of, interest on and premium, if 
any, on the Subordinate Bonds is only to the extent of the Revenues and amounts in the SCM 
Fund, the Debt Service Fund (defined in the Subordinate General Resolution), and the City has 
no obligation to make payments from any other sources. The general fund of the City is not 
liable for the payment of the Subordinate Bonds, or the premium, if any, or interest thereon, and 
neither the full faith and credit nor the taxing power of the City is pledged for the payment of the 
Subordinate Bonds, or the premium, if any, of the interest thereon.

The security for the Subordinate Bonds, the events that constitute Events of Default 
thereunder and the remedies therefor are set forth in the Subordinate General Resolution and 
Twenty-Fifth Supplemental Resolution, and Holders of the Subordinate Bonds are referred to the 
Subordinate General Resolution and the Twenty-Fifth Supplemental Resolution for description 
of those terms.

Interest on the Series 2018-C-1/-2 Subordinate Bonds may accrue, be determined and be 
payable as provided in the Paying Agent Agreement. The Interest Rate Period for the Series 
2018-C-1/-2 Subordinate Bonds may be subsequently changed from time to time by the City, 
without the consent of the Holders of the Series 2018-C-1/-2 Subordinate Bonds, as provided in 
the Paying Agent Agreement.

The Series 2018-C-1/-2 Subordinate Bonds are subject to redemption and tender for 
purchase prior to its maturity date as provided in the Resolution and Paying Agent Agreement. 
When notice of redemption is given, Subordinate Bonds called for redemption become due and 
payable on the redemption date at the applicable redemption price; in such case, when funds are 
held in trust for payment of the redemption price and such amounts are sufficient to pay the 
redemption price, interest on the Subordinate Bonds to be redeemed will cease to accrue from 
and after the redemption date.

Holders must surrender Subordinate Bonds to the Paying Agent to collect principal 
except that with respect to Subordinate Bonds which are Book-Entry Bonds (as defined in the 
Twenty-Fifth Supplemental Resolution), the City may make other agreements for payment of 
principal. Interest will be paid to each party who is, as of the Record Date, the registered owner 
of Subordinate Bonds. If this Subordinate Bond is not a Book-Entry Bond, as defined in the 
Twenty-Fifth Supplemental Resolution, interest hereon will be paid by check mailed to the 
Holder’s registered address, and, if this Subordinate Bond is a Book-Entry Bond, interest will be 
paid as provided in Section 3.06 of the Twenty-Fifth Supplemental Resolution. Principal, interest 
and premium, if any, will be paid in money of the United States that at the time of payment is 
legal tender for payment of public and private debts. If any payment on the Subordinate Bonds
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is due on a non-Business Day, it will be made on the next Business Day, and no additional 
interest will accrue as a result.

The Subordinate Bonds are available in Authorized Denominations (as defined in the 
Paying Agent Agreement). A Bondholder may transfer or exchange Subordinate Bonds in 
accordance with the Subordinate General Resolution and the Twenty-Fifth Supplemental 
Resolution. The City may require a Bondholder, among other things, to furnish appropriate 
endorsements and transfer documents and to pay any required taxes and fees associated 
therewith. The City need not transfer or exchange any Subordinate Bond for the period 
beginning 15 days before mailing a notice of redemption of such Subordinate Bond and ending 
on the date the notice of redemption is mailed nor transfer or exchange any Subordinate Bond 
which has been selected for redemption.

The registered owner of this Subordinate Bond shall be treated as the owner of it for all
purposes.

If the City at any time irrevocably sets aside money or Government Obligations as 
described in the Subordinate General Resolution sufficient, together with the earnings thereon, to 
pay at redemption or maturity, the principal of, premium, if any, and interest on the outstanding 
Subordinate Bonds, and if the City also pays all other sums then payable by the City under the 
Subordinate General Resolution, the Subordinate General Resolution will be discharged. After 
discharge Bondholders must look only to the money and securities set aside for payment. If the 
City at any time irrevocably sets aside money or Government Obligations as described in the 
Subordinate General Resolution sufficient to pay at redemption or maturity principal of, 
premium, if any, and interest on all or any portion of the outstanding Subordinate Bonds, such 
Subordinate Bonds, with respect to which the money or securities were set aside, shall no longer 
be deemed to be outstanding and shall no longer be secured by the Subordinate General 
Resolution except to the extent of the moneys and securities set aside therefor.

The Subordinate General Resolution, the Twenty-Fifth Supplemental Resolution and the 
Subordinate Bonds may be amended or supplemented, and any past default or compliance with 
any provision may be waived, as provided in the Subordinate General Resolution. Any consent 
given by the owner of this Subordinate Bond to any such action shall be irrevocable and shall 
bind any subsequent owner of this Subordinate Bond or any Subordinate Bond delivered in 
substitution for this Subordinate Bond.

The Subordinate General Resolution provides that the occurrences of certain events 
constitute Events of Default. If an Event of Default occurs and is continuing, the Principal of 
this Subordinate Bond may be declared to be due and payable immediately on the terms set forth 
in the Subordinate General Resolution. Any such acceleration may be waived as provided in the 
Subordinate General Resolution. Bondholders may not enforce the Subordinate General 
Resolution or the Subordinate Bonds except as provided in the Subordinate General Resolution, 
and, if credit enhancement has been provided for all or a portion of the Subordinate Bonds issued 
under the Subordinate General Resolution, the provider or providers of such credit enhancement 
may be able to direct the exercise of remedies.
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This Subordinate Bond shall not be valid until the Treasurer [or insert other 
Authenticating Agent], as Authenticating Agent, signs the certificate of authentication on the 
first page of this Subordinate Bond.

Customary abbreviations may be used in the name of a Bondholder or an assignee, such 
as TEN COM (- tenants in common), TEN ENT (- tenants by the entireties), JT TEN (= joint 
tenants with right of survivorship and not as tenants in common), CUST (= Custodian), and 
UGMA (= Uniform Gifts to Minors Act).

Dated:

[CITY CLERK], as duly Authorized 
AUTHENTICATING AGENT FOR THE 
CITY OF LOS ANGELES, certifies that 
this is one of the Subordinate Bonds referred 
to in the Subordinate General Resolution 
and Twenty-Fifth Supplemental Resolution 
referred to herein.

CITY OF LOS ANGELES

By:
[Mayor or City Administrative Officer]

By:

ASSIGNMENT

FOR VALUE RECEIVED the undersigned hereby sells, assigns and transfers unto

(Please print or type, write Name and Address, including Zip Code,
and Federal Taxpayer identification or Social Security Number of Assignee)

this Subordinate Bond and all rights hereunder, and hereby irrevocably constitutes and appoints

Agent to transfer this Subordinate Bond on the books of the City, with full power of substitution 
in the premises.

Dated: , 20.

Signed by:

NOTICE: The signature to this assignment must 
correspond with the name as it appears on the face 
of this Subordinate Bond in every particular, 
without alteration or enlargement or any change 
whatsoever.
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Signature Guaranteed by:

NOTICE: Signature must be guaranteed by a 
member firm of the New York Stock exchange or a 
commercial bank or trust company.
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EXHIBIT A-2

FORM OF SERIES 2018-C-1/-2 SUBORDINATE BOND 
DURING INDEX INTEREST RATE PERIOD

R-

UNITED STATES OF AMERICA 
STATE OF CALIFORNIA 
CITY OF LOS ANGELES

WASTEWATER SYSTEM SUBORDINATE REVENUE BONDS 
VARIABLE RATE REFUNDING 

SERIES 2018-C-1/-2

Interest Rate 
Period

Commencement Date
Interest Rate 

Period Maturity Dale CUSIP Number

Rate Periodj 20__

THIS SUBORDINATE BOND IS A SPECIAL, LIMITED OBLIGATION OF THE 
CITY OF LOS ANGELES. THE PRINCIPAL HEREOF, PREMIUM, IF ANY, AND 
INTEREST HEREON ARE PAYABLE SOLELY FROM CERTAIN WASTEWATER 
SYSTEM REVENUES AND OTHER AMOUNTS ON DEPOSIT IN CERTAIN SPECIAL 
LIMITED FUNDS AS DESCRIBED HEREIN. THE CITY IS NOT OBLIGATED TO MAKE 
PAYMENT HEREON FROM ANY OTHER SOURCE. THIS SUBORDINATE BOND IS 
NOT PAYABLE FROM THE GENERAL FUND OF THE CITY AND NEITHER THE FULL 
FAITH AND CREDIT NOR THE TAXING POWER OF THE CITY IS PLEDGED TO THE 
PAYMENT OF ANY AMOUNTS DUE ON THIS SUBORDINATE BOND.

REGISTERED OWNER: CEDE & CO.

PRINCIPAL AMOUNT: $

The City of Los Angeles (the “City”), a municipal corporation and a political subdivision 
of the State of California, organized and operating under the terms of the Charter of the City of 
Los Angeles (the “Charter”) and the Constitution of the State of California, promises to pay, 
from the sources described in this Subordinate Bond and not from any other sources, to the 
Registered Owner set forth above or registered assigns, the Principal Amount set forth above on 
the Maturity Date set forth above, and to pay interest as provided in this Subordinate Bond.

This Subordinate Bond is authorized, issued and secured under the terms of that 
Wastewater System Revenue Bonds Subordinate General Resolution adopted by the Council of 
the City (the “Council”) on March 26,1991, as heretofore amended and supplemented, including
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by the terms of the Twenty-Fifth Supplemental Resolution Supplementing the Wastewater 
System Revenue Bonds Subordinate General Resolution, adopted by the Council on [Resolution 
Date] (as hereinafter defined, the “Twenty-Fifth Supplemental Resolution”) and the Paying 
Agent Agreement dated as of [Dated Date] (the “Paying Agent Agreement”) by and between the 
City and [Paying Agent], as the paying agent (the “Paying Agent”). This Subordinate Bond is 
issued pursuant to the authority of the Charter, Article 6.7 of Chapter 1 of Division 11 of the 
Administrative Code of the City and Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of 
Title 5 (Section 53570 et seq. and Section 53580 et seq., respectively) of the Government Code 
of the State of California. Additional Subordinate Bonds may be issued from time to time under 
the terms of the Subordinate General Resolution and all such additional Subordinate Bonds will 
be equally and ratably secured with the Subordinate Bonds in accordance with the Subordinate 
General Resolution by the Revenues.

The City’s obligation to make payment of the principal of, interest on and premium, if 
any, on the Subordinate Bonds is only to the extent of the Revenues and amounts in the SCM 
Fund, the Debt Service Fund (defined in the Subordinate General Resolution), and the City has 
no obligation to make payments from any other sources. The general fund of the City is not 
liable for the payment of the Subordinate Bonds, or the premium, if any, or interest thereon, and 
neither the full faith and credit nor the taxing power of the City is pledged for the payment of the 
Subordinate Bonds, or the premium, if any, of the interest thereon.

The security for the Subordinate Bonds, the events that constitute Events of Default 
thereunder and the remedies therefor are set forth in the Subordinate General Resolution and 
Twenty-Fifth Supplemental Resolution, and Holders of the Subordinate Bonds are referred to the 
Subordinate General Resolution and the Twenty-Fifth Supplemental Resolution for description 
of those terms.

Interest on the Series 2018-C-1/-2 Subordinate Bonds during an Index Interest Rate 
Period shall accrue, be determined and be payable as provided in the Paying Agent Agreement. 
The Interest Rate Period for the Series 2018-C-1/-2 Subordinate Bonds may be subsequently 
changed from time to time by the City, without the consent of the Holders of the Series 2018-C- 
1/-2 Subordinate Bonds, as provided in the Paying Agent Agreement.

This Subordinate Bond is subject to redemption and tender for purchase prior to its 
maturity date as provided in the Resolution and Paying Agent Agreement. When notice of 
redemption is given, Subordinate Bonds called for redemption become due and payable on the 
redemption date at the applicable redemption price; in such case, when funds are held in trust for 
payment of the redemption price and such amounts are sufficient to pay the redemption price, 
interest on the Subordinate Bonds to be redeemed will cease to accrue from and after the 
redemption date.

Holders must surrender Subordinate Bonds to the Paying Agent to collect principal 
except that with respect to Subordinate Bonds which are Book-Entry Bonds (as defined in the 
Twenty-Fifth Supplemental Resolution), the City may make other agreements for payment of 
principal. Interest will be paid to each party who is, as of the Record Date, the registered owner 
of Subordinate Bonds. If this Subordinate Bond is not a Book-Entry Bond, as defined in the 
Twenty-Fifth Supplemental Resolution, interest hereon will be paid by check mailed to the
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Holder’s registered address, and, if this Subordinate Bond is a Book-Entry Bond, interest will be 
paid as provided in Section 3.06 of the Twenty-Fifth Supplemental Resolution. Principal, interest 
and premium, if any, will be paid in money of the United States that at the time of payment is 
legal tender for payment of public and private debts. If any payment on the Subordinate Bonds 
is due on a non-Business Day, it will be made on the next Business Day, and no additional 
interest will accrue as a result.

The Subordinate Bonds are available in Authorized Denominations (as defined in the 
Paying Agent Agreement). A Bondholder may transfer or exchange Subordinate Bonds in 
accordance with the Subordinate General Resolution and the Twenty-Fifth Supplemental 
Resolution. The City may require a Bondholder, among other things, to furnish appropriate 
endorsements and transfer documents and to pay any required taxes and fees associated 
therewith. The City need not transfer or exchange any Subordinate Bond for the period 
beginning 15 days before mailing a notice of redemption of such Subordinate Bond and ending 
on the date the notice of redemption is mailed nor transfer or exchange any Subordinate Bond 
which has been selected for redemption.

The registered owner of this Subordinate Bond shall be treated as the owner of it for all
purposes.

If the City at any time irrevocably sets aside money or Government Obligations as 
described in the Subordinate General Resolution sufficient, together with the earnings thereon, to 
pay at redemption or maturity, the principal of, premium, if any, and interest on the outstanding 
Subordinate Bonds, and if the City also pays all other sums then payable by the City under the 
Subordinate General Resolution, the Subordinate General Resolution will be discharged. After 
discharge Bondholders must look only to the money and securities set aside for payment. If the 
City at any time irrevocably sets aside money or Government Obligations as described in the 
Subordinate General Resolution sufficient to pay at redemption or maturity principal of, 
premium, if any, and interest on all or any portion of the outstanding Subordinate Bonds, such 
Subordinate Bonds, with respect to which the money or securities were set aside, shall no longer 
be deemed to be outstanding and shall no longer be secured by the Subordinate General 
Resolution except to the extent of the moneys and securities set aside therefor.

The Subordinate General Resolution, the Twenty-Fifth Supplemental Resolution and the 
Subordinate Bonds may be amended or supplemented, and any past default or compliance with 
any provision may be waived, as provided in the Subordinate General Resolution. Any consent 
given by the owner of this Subordinate Bond to any such action shall be irrevocable and shall 
bind any subsequent owner of this Subordinate Bond or any Subordinate Bond delivered in 
substitution for this Subordinate Bond.

The Subordinate General Resolution provides that the occurrences of certain events 
constitute Events of Default. If an Event of Default occurs and is continuing, the Principal of 
this Subordinate Bond may be declared to be due and payable immediately on the terms set forth 
in the Subordinate General Resolution. Any such acceleration may be waived as provided in the 
Subordinate General Resolution. Bondholders may not enforce the Subordinate General 
Resolution or the Subordinate Bonds except as provided in the Subordinate General Resolution, 
and, if credit enhancement has been provided for all or a portion of the Subordinate Bonds issued
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under the Subordinate General Resolution, the provider or providers of such credit enhancement 
may be able to direct the exercise of remedies.

This Subordinate Bond shall not be valid until the Treasurer [or insert other 
Authenticating Agent], as Authenticating Agent, signs the certificate of authentication on the 
first page of this Subordinate Bond.

Customary abbreviations may be used in the name of a Bondholder or an assignee, such 
as TEN COM (= tenants in common), TEN ENT (= tenants by the entireties), JT TEN (= joint 
tenants with right of survivorship and not as tenants in common), CUST (= Custodian), and 
UGMA (= Uniform Gifts to Minors Act).

Dated:

HOLLY L. WOLCOTT, as duly Authorized 
AUTHENTICATING AGENT FOR THE 
CITY OF LOS ANGELES, certifies that 
this is one of the Subordinate Bonds referred 
to in the Subordinate General Resolution 
and Twenty-Fifth Supplemental Resolution 
referred to herein.

CITY OF LOS ANGELES

By:
[Mayor or City Administrative Officer]

By:

ASSIGNMENT

FOR VALUE RECEIVED the undersigned hereby sells, assigns and transfers unto

(Please print or type, write Name and Address, including Zip Code,
and Federal Taxpayer Identification or Social Security Number of Assignee)

this Subordinate Bond and all rights hereunder, and hereby irrevocably constitutes and appoints

Agent to transfer this Subordinate Bond on the books of the City, with full power of substitution 
in the premises.

Dated: ,20

Signed by:

NOTICE: The signature to this assignment must 
correspond with the name as it appears on the face
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of this Subordinate Bond in every particular, 
without alteration or enlargement or any change 
whatsoever.

Signature Guaranteed by:

NOTICE: Signature must be guaranteed by a 
member firm of the New York Stock exchange or a 
commercial bank or trust company.
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EXHIBIT B
SCHEDULE OF FEES OF PAYING AGENT
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EXHIBIT C
FORM OF WRITTEN REQUISITION

Wastewater No.

$ [Principal Amount]
City of Los Angeles

Wastewater System Subordinate Revenue Bonds, 
Variable Rate Refunding Series 2018-C

REQUISITION FOR COSTS OF ISSUANCE 
Account No.

The undersigned Authorized City Representative hereby states and certifies that:

[Paying Agent], as paying agent (the “Paying Agent”) under that certain 
Paying Agent Agreement (the “Paying Agent Agreement”), dated as of [Dated Date], by 
and between the City of Los Angeles (the “City”) and the Paying Agent, is hereby 
requested to pay the payees from the Costs of Issuance Fund established under the Paying 
Agent Agreement or to the City for payment by the City to the person, firm or 
corporation designated below as “Payee” the sum set forth opposite such designation, in 
payment or reimbursement of a portion of the Costs of Issuance, for the purposes listed 
below:

(i)

Purpose/Contract AmountPayee

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

(ii)

no amounts as set forth in this Requisition will be included in any other(iii)
Requisition;

the amounts remaining in the Costs of Issuance Fund will, after payment 
of the amounts set forth above, be sufficient to pay all remaining Costs of Issuance as 
currently estimated; and

(iv)
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the total amount to be paid under this requisition is $ 
amount shall be paid to the payees indicated in paragraph (i) above.

and such(v)

CITY OF LOS ANGELES

By:
Authorized City Representative

Date:
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ESCROW AGREEMENT

between the

CITY OF LOS ANGELES

and

U.S. BANK NATIONAL ASSOCIATION, 
as Escrow Agent

Dated as of [As of Date]

Relating to the

Wastewater System Subordinate Revenue Bonds, 
Variable Rate Refunding, Series 2012-D



ESCROW AGREEMENT

This ESCROW AGREEMENT, dated as of [As of Date] (this “Escrow Agreement”), is 
entered into by and between the CITY OF LOS ANGELES (the “City”), a municipal corporation 
and a charter city of the State of California (the “State”), and U.S. BANK NATIONAL 
ASSOCIATION, its successors and assigns, as escrow agent (the “Escrow Agent”), with 
reference to the following facts:

WITNESSETH:

WHEREAS, pursuant to the Wastewater System Subordinate Revenue Bonds General 
Resolution adopted by the City Council on March 26,1991, as amended and supplemented from 
time to time (the “Subordinate General Resolution”), and the Fourteenth Supplemental 
Resolution supplementing the Subordinate General Resolution adopted by the City Council on 
December 11, 2012 (the “Fourteenth Supplemental Resolution”), the City issued its Wastewater 
System Subordinate Revenue Bonds, Variable Rate Refunding, Series 2012-D (the “Series 2012- 
D Bonds”) in the original aggregate principal amount of $280,860,000; and

WHEREAS, the Series 2012-D Bonds are currently outstanding in the aggregate
/, andprincipal amount of $

WHEREAS, the City has determined that it is beneficial to the City and its ratepayers to 
refund the outstanding Series 2012-D Bonds as set forth on Schedule A hereto (the “Refunded 
Bonds”); and

WHEREAS, the Subordinate General Resolution provides that the “Subordinate Bonds,” 
as defined in the Subordinate General Resolution, and issued thereunder, shall be deemed to have 
been paid when (a) payment of the principal, interest and premium, if any, either (i) shall have 
been made in accordance with the terms of the Subordinate Bonds and the Subordinate General 
Resolution, or (ii) shall have been provided for by irrevocably setting aside exclusively for such 
payment, (1) moneys sufficient to make such payment and/or (2) Government Obligations (as 
defined in the Subordinate General Resolution), maturing as to principal and interest or payable 
to the City or its agent on demand in such amounts and at such times as will insure the 
availability of sufficient moneys to make such payment, and (b) all necessary and proper fees, 
compensation and expenses of any Registrar and any Paying Agent pertaining to the Subordinate 
Bonds with respect to which such deposit is made shall have been paid or provision made for the 
payment thereof; and

WHEREAS, the Subordinate General Resolution provides that notwithstanding the 
foregoing described provision, no deposit under clause (a)(ii) as described in the immediately 
preceding paragraph shall be deemed a payment of any such Subordinate Bonds unless the City 
has given notice or has agreed to give notice by mail, as soon as practicable, to the Owners of the 
Subordinate Bonds with respect to which such deposit has been made that such deposit has been 
made and in such notice has included or will include the maturity or redemption date upon which 
moneys are to be available for the payment of the principal of and the applicable redemption 
premium, if any, on such Subordinate Bonds and the City has given or has agreed to give proper
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and timely notice of the redemption of those Subordinate Bonds which are to be redeemed in 
advance of their maturity; and

WHEREAS, pursuant to the Fourteenth Supplemental Resolution, the U.S. Bank National 
Association has been appointed the Paying Agent for the Refunded Bonds (the “Paying Agent”) 
under the Paying Agent Agreement, dated as of December 1, 2012 (as heretofore amended and 
restated and further supplemented, the “Paying Agent Agreement”), by and between the City and 
the Paying Agent; and

WHEREAS, the City has issued its Wastewater System Subordinate Revenue Bonds, 
Series 2018-A (the “Series 2018-A Bonds”) for the purpose, among other purposes, of paying 
Commercial Paper Notes (as defined in the Subordinate General Resolution) when due, 
financing the costs of certain improvements to the System; and

WHEREAS, the City has issued its Wastewater System Subordinate Revenue Bonds, 
Refunding Series 2018-B (the “Series 2018-B Refunding Bonds”) and its Wastewater System 
Subordinate Revenue Bonds, Variable Rate Refunding Series 2018-C (the “Series 2018-C 
Refunding Bonds”, together with the Series 2018-B Refunding Bonds, the “Series 2018 
Refunding Bonds” and, together with the Series 2018-A Bonds and the Series 2018-B Refunding 
Bonds, the “Series 2018 Bonds”) for the purpose, among other purposes, of refunding the 
Refunded Bonds; and

WHEREAS, the Series 2018-A Bonds and the Series 2018-B Refunding Bonds are being 
issued under the terms of the Subordinate General Resolution, as amended and supplemented, 
including as supplemented by the Twenty-Fourth Supplemental Resolution, adopted by the City 
Council on October__, 2018 (the “Twenty-Fourth Supplemental Resolution”); and

WHEREAS, the Series 2018-C Refunding Bonds are being issued under the terms of the 
Subordinate General Resolution, as amended and supplemented, including as supplemented by
the Twenty-Fifth Supplemental Resolution, adopted by the City Council on October__, 2018
(the “Twenty-Fifth Supplemental Resolution”); and

WHEREAS, the City has determined that the Refunded Bonds shall be redeemed on 
[Redemption Date] (the “Redemption Date”); and

WHEREAS, the Escrow Agent shall take any and all action necessary to transfer amounts 
provided hereunder to the Paying Agent to pay or redeem the Refunded Bonds, in accordance 
with the provisions of this Escrow Agreement.

NOW THEREFORE, in consideration of the foregoing and of the mutual covenants and 
agreements hereinafter set forth, and for other good and valuable consideration, the receipt and 
sufficiency of which is hereby acknowledged, the parties hereto agree as follows:

Section 1.
Refunded Bonds. The Escrow Agent hereby acknowledges the receipt of a copy of the 
verification report prepared by 
connection with calculations of the sufficiency of the funds and Government Obligations to be

Receipt of Documents and Confirmation of Book-Entry Status of the

, independent certified public accountants, in
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used to pay when due the interest on and the principal or redemption price of the respective 
series of the Refunded Bonds. The City hereby confirms that all of the Refunded Bonds are in 
“book-entry” form, and arc registered in the name of Cede & Co., as registered owner and 
nominee of The Depository Trust Company, New York, New York (“DTC”), which acts as the 
securities depository for the Refunded Bonds. So long as the Refunded Bonds are in such book- 
entry form, the Escrow Agent shall give all notices pursuant to this Escrow Agreement to 
Cede & Co. as the registered owner of the Refunded Bonds and DTC as the securities depository 
therefor. The Escrow Agent shall make all payments required hereunder to the Paying Agent.

Section 2.
appointed to serve as escrow agent and to make the payments required pursuant to this Escrow 
Agreement as directed by the City. The City shall make available to the Escrow Agent such 
information with respect to the Paying Agent as needed by the Escrow Agent for purposes of 
making payments hereunder.

Payment of Bonds; Notice to Owners. The Escrow Agent is hereby

The Escrow Agent shall pay from amounts held under this Escrow Agreement all 
interest as it becomes due on the Refunded Bonds on or prior to the Redemption Date therefor as 
set forth on Schedule A.

(a)

The Refunded Bonds shall be redeemed on the Redemption Date for such 
Refunded Bonds at the redemption price equal to 100% of the principal amount thereof plus 
accrued interest, if any, to the Redemption Date, without premium, plus all fees and other 
amounts required to be paid in connection with such redemption (the “Redemption Price”), all as 
set forth on Schedule A.

(b)

The City hereby agrees, as soon as practicable, to give notice under Article VIII 
of the Subordinate General Resolution that a deposit has been made hereunder to provide for the 
payment of the Refunded Bonds and agrees to give proper and timely notice of the redemption of 
the Refunded Bonds in accordance with Section 4.01 of the Subordinate General Resolution and 
Section 4.03 of the Paying Agent Agreement, and in accordance with the Fourteenth 
Supplemental Resolution relating to the Refunded Bonds. To implement such agreement,

(c)

(i) the City hereby irrevocably directs the Escrow Agent to give and the 
Escrow Agent agrees that it will mail by first-class United States mail, postage prepaid, to 
all owners of the Refunded Bonds, a notice of the defeasance of the Refunded Bonds in 
substantially the form of Attachment 1-1 to this Escrow Agreement as soon as practicable 
after the receipt of the Series 2018 Refunding Bond proceeds as described in Section 3 
hereof;

(ii) the Escrow Agent affirms that, as instructed by the City, the Escrow Agent 
has provided mail by first-class United States mail, postage prepaid, to all owners of the 
Refunded Bonds, a notice of redemption of the Refunded Bonds in substantially the form 
of Attachment 1-2 to this Escrow Agreement at least 60 days before the Redemption 
Date.
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Section 3. 
of Initial Deposits.

Establishment of Escrow Fund and Costs of Issuance Funds: Disposition

(a) There is hereby created and established with the Escrow Agent a special, 
irrevocable escrow to be designated “Los Angeles Wastewater System Escrow Fund, Series 2018 
Refunding” (the “Escrow Fund”) to be held, in escrow, by the Escrow Agent separate and apart 
from any other funds of the Escrow Agent and the City, if any, held by the Escrow Agent. Such 
portion of the Escrow Fund as shall be necessary to provide for the payment of the principal or 
redemption price of and interest on the Refunded Bonds in accordance with Section 2 hereof, 
shall be allocated to the payment of such respective series of the Refunded Bonds and shall be 
deemed to constitute a subaccount therefor.

On the date of issuance of the Series 2018-B Refunding Bonds, a portion of the 
proceeds of the Series 2018-B Refunding Bonds in the amount of $ 
into the Escrow Fund, together with $
System Revenue Bonds Debt Service Fund attributable to the 2012-D Bonds held under the

previously received

(b)
shall be deposited 

from amounts on deposit in the Wastewater

Subordinate General Resolution, and the good faith deposit of $ 
by the Escrow Agent.

On the date of issuance of the Series 2018-C Refunding Bonds, a portion of the 
proceeds of the Series 2018-C Refunding Bonds in the amount of $ 
into the Escrow Fund, together with $

(c)
shall be deposited 

from amounts on deposit in the Wastewater 
System Revenue Bonds Debt Service Fund attributable to the 2012-D Bonds held under the 
Subordinate General Resolution, and the good faith deposit of $ 
by the Escrow Agent.

previously received

The Escrow Agent is hereby directed to use $ 
deposited to the Escrow Fund to purchase on the date of issuance of the Series 2018 Refunding 
Bonds the securities listed on Schedule B. All amounts in the Escrow Fund not so applied 

) shall be held by the Escrow Agent uninvested in cash. The securities listed on 
Schedule B hereto shall constitute the “Initial Government Obligations” to be held by the Escrow 
Agent hereunder.

of the amounts(d)

($.

The Escrow Agent shall use the maturing principal of the Initial Government 
Obligations, together with the interest to be paid thereon, any securities substituted therefor in 
accordance with Section 12 hereof and any cash existing in the Escrow Fund, to pay to the 
Paying Agent the interest on, and the principal or redemption price of, the Refunded Bonds as 
provided in Section 2 hereof.

(e)

The Escrow Agent is hereby directed to establish separate funds designated as the 
“Los Angeles Wastewater System Costs of Issuance Fund, Series 2018-A” (the “2018-A Costs of 
Issuance Fund”) and the “Los Angeles Wastewater System Costs of Issuance Fund, Series 2018- 
B” (the “2018-B Costs of Issuance Fund” and, together with the 2018-A Costs of Issuance Fund, 
the “Costs of Issuance Funds”). On the date of issuance of the Series 2018-A Bonds and the

received from
the underwriters of the Series 2018-A Bonds in the 2018-A Costs of Issuance Fund and the sum 

received from the underwriters of the Series 2018-B Refunding Bonds in the

(f)

2018-B Refunding Bonds, the Escrow Agent shall deposit the sum of $

of $
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2018-B Costs of Issuance Fund, and hold and administer such amounts in accordance with the 
provisions of this Subsection 3(f) to pay Costs of Issuance (as defined in the Twenty-Fourth 
Supplemental Resolution with respect to the Series 2018-A Bonds and the Series 2018-B 
Refunding Bonds) related to the applicable Series of Series 2018 Bonds. The Escrow Agent shall 
invest amounts in the Costs of Issuance Funds upon the written direction of the City. The Escrow 
Agent shall disburse moneys in the Costs of Issuance Funds only upon a requisition, 
substantially in the form set forth in Attachment 2 hereto, signed by an Authorized City 
Representative, setting forth the amounts to be disbursed for payment or reimbursement of Costs 
of Issuance and the name of the person or persons to whom such amounts are due, stating that 
the amounts to be disbursed are for Costs of Issuance properly chargeable to the related Costs of 
Issuance Fund and that such amounts have not been the subject of previous requisition. Upon 
the earlier of (A)
Issuance Funds, or (B) the filing with the Escrow Agent of a certificate stating that all of the 
Costs of Issuance have been paid, as applicable, the Escrow Agent shall withdraw and transfer 
any moneys remaining in the 2018-A Cost of Issuance Fund to the 2018 Construction Fund (as 
defined in the Twenty-Fourth Supplemental Resolution) and any moneys remaining in the 2018- 
B Cost of Issuance Fund to the 2018 Fixed Rate Subordinate Debt Service Fund (as defined in 
the Twenty-Fourth Supplemental Resolution).

, with respect to moneys for Costs of Issuance in the Costs of

The City acknowledges that to the extent regulations of the Comptroller of the 
Currency or other applicable regulatory entity grant the City the right to receive brokerage 
confirmations of security transactions as they occur, the City specifically waives receipt of such 
confirmations to the extent permitted by law. The Escrow Agent will furnish the City cash 
transaction statements on a quarterly basis which shall include detail for all investment 
transactions made by the Escrow Agent hereunder.

(g)

Irrevocable Deposit. The escrow created hereby shall be irrevocable, andSection 4.
all moneys, the Initial Government Obligations and any securities substituted therefor in 
accordance with the terms of this Escrow Agreement held in the Escrow Fund and any 
reinvestment of amounts held hereunder shall be subject to the irrevocable escrow created by this 
Escrow Agreement until paid out, used and applied in accordance with this Escrow Agreement.

The deposits made pursuant to Sections 3(b) and 3(c) hereof shall constitute an 
irrevocable deposit and pledge for the benefit of the holders of the Refunded Bonds, and the 
moneys and Initial Government Obligations and any securities substituted therefor in accordance 
with the terms of this Escrow Agreement, together with any interest paid thereon and any 
reinvestment thereof, shall be held in escrow, and shall be applied solely by the Escrow Agent in 
accordance with the provisions of this Escrow Agreement. Neither the Initial Government 
Obligations, securities substituted therefor, any reinvestment thereof, nor moneys deposited with 
the Escrow Agent under this Escrow Agreement nor principal or interest payments on any such 
securities shall, except as provided in Sections 3 and 12 hereof, be withdrawn or used for any 
purpose other than, and shall be held in escrow for, the payment of the interest on and principal 
or redemption price of the Refunded Bonds.

Section 5. Receipt of Funds. The Escrow Agent hereby acknowledges receipt of the 
moneys described in Section 3 hereof, and acknowledges that with the moneys described in 
sections 3(b) and 3(c) it has purchased and received the securities listed on Schedule B hereto.
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Except as specifically provided in Sections 3 and 12 of this Escrow Agreement, the Escrow 
Agent shall have no power or duty to invest or reinvest any moneys held hereunder or to make 
substitutions for the Initial Government Obligations or to sell, transfer or otherwise dispose of 
the Initial Government Obligations except to collect the principal and interest thereon.

Section 6.
for payment on the applicable maturity date or Redemption Date therefor, as soon as is 
practicable after such date on direction of the City, it shall be the duty of the Escrow Agent to 
transfer such moneys or securities held by the Escrow Agent for payment of such Refunded 
Bonds under this Escrow Agreement to the City or as is otherwise directed by the City in writing. 
The City shall then hold said moneys in trust for the respective holders of such Refunded Bonds 
as described below.

Late Presentment of Bonds. If any Refunded Bonds shall not be presented

Prior to such transfer to the City (or as is otherwise directed by the City), such moneys or 
securities shall at all times be held by the Escrow Agent, in escrow, sufficient for the purpose of 
paying when due the interest on and the principal or redemption price of the Refunded Bonds. 
All moneys or securities required by the provisions hereof to be set aside or held in escrow for 
the payment of the Refunded Bonds shall be applied to and used solely for the payment of the 
Refunded Bonds with respect to which such moneys and securities have been so set aside in 
escrow. Upon such transfer to the City, any moneys and securities shall be released from escrow 
and paid to the City and the City shall deposit such amounts into the SCM Fund, and thereafter 
the holders of such Refunded Bonds shall look only to the SCM Fund for payment and the City 
shall be obligated to make such payment, but only to the extent of the original amounts due on 
such Refunded Bonds on the original applicable maturity date or Redemption Date therefor and 
without any interest thereon on or after the stated applicable maturity date or Redemption Date 
and the City shall be obligated to make payment only from Revenues.

Destruction of Paid Bonds. All Refunded Bonds cancelled on account ofSection 7.
payment shall be destroyed in accordance with the General Resolution or the Subordinate 
General Resolution, as applicable.

Waiver of Rights. The City hereby irrevocably waives any right it maySection 8.
have to redeem any of the Refunded Bonds prior to the Redemption Date.

Section 9.
Agreement, the Escrow Agent shall be entitled to payment by the City of, and the City shall pay 
to the Escrow Agent, fees for its services and reimbursement of advances, counsel fees and other 
expenses reasonably and necessarily made or incurred by the Escrow Agent in connection with 
its services under this Escrow Agreement; however, such amounts shall never be payable from or 
become a lien upon the Escrow Fund, which account shall be held solely for the purpose set forth 
in Section 3 of this Escrow Agreement. To the extent permitted by law, the City agrees to 
indemnify and hold the Escrow Agent harmless from and against all claims, suits and actions 
brought against it, or to which it is made a party, and from all costs, expenses (including 
reasonable attorneys’ fees), losses and damages suffered by It as a result thereof including the 
costs and expenses of defending against any such claims, suits or actions, where and to the extent 
such claim, suit or action arises out of the acceptance or performance by the Escrow Agent of its 
duties under this Escrow Agreement, including the enforcement by the Escrow Agent of any

Escrow Agent Fees: Indemnification. For acting under this Escrow
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remedies provided hereunder. Such indemnification shall not extend to claims, suits and actions 
brought against the Escrow Agent which result in a judgment being entered, settlement being 
reached or other disposition made based upon the Escrow Agent’s negligence or willful 
misconduct. The indemnification provided for in this Escrow Agreement shall never be payable 
from or become a lien upon the Escrow Fund, which account shall be held solely for the purpose 
set forth in Section 3 of this Escrow Agreement. This right of indemnification shall survive the 
termination of this Escrow Agreement. The Escrow Agent shall assert no lien whatsoever on the 
Escrow Fund, or moneys on deposit in the Escrow Fund, for the payment of fees and expenses 
for services rendered by Escrow Agent under this Escrow Agreement or otherwise.

Section 10. Escrow Auent Privileges; Immunities; Successors.

The Escrow Agent shall not be liable for any loss resulting from any investment 
made pursuant to this Escrow Agreement in compliance with the provisions hereof.

The Escrow Agent shall not be liable for the accuracy of the calculations as to the 
sufficiency of any moneys in the Escrow Fund to pay the interest on and the principal or 
redemption price of the Refunded Bonds. So long as the Escrow Agent applies the funds held in 
the Escrow Fund as provided herein and complies fully with the tenns of this Escrow 
Agreement, the Escrow Agent shall not be liable for any deficiencies in the amounts necessary to 
make such payments caused by such calculations.

(a)

(b)

In the event of the Escrow Agent’s failure to account for any of the Escrow Fund 
or moneys received by it, said Escrow Fund or moneys shall, nevertheless, be and remain in 
escrow for the holders of the Refunded Bonds or portions thereof, as herein provided.

(c)

The Escrow Agent undertakes to perform only such duties as are expressly and 
specifically set forth in this Escrow Agreement and no implied duties or obligations shall be read 
into this Escrow Agreement against the Escrow Agent.

(d)

The Escrow Agent may conclusively rely, as to the truth of the statements and the 
correctness of the opinions expressed herein, and shall be protected and indemnified, in acting, 
or refraining from acting, upon any written notice, instruction, request, certificate, document, 
report or opinion furnished to the Escrow Agent and reasonably believed by the Escrow Agent to 
have been signed or presented by the proper party, and it need not investigate any fact or matter 
stated in such notice, instruction, request, certificate, document, report or opinion.

The Escrow Agent shall not have any liability hereunder except to the extent of its 
own negligence or willful misconduct. In no event shall the Escrow Agent, be liable for any 
special, indirect or consequential damages, even if parties know of the possibility of such 
damages. The Escrow Agent shall have no duty or responsibility under this Escrow Agreement 
in the case of any default in the performance of covenants or agreements contained in the 
General Resolution or the Subordinate General Resolution, or in the case of the receipt of any 
written demand with respect to such default. The Escrow Agent is not required to resolve 
conflicting demands to money or property in its possession under this Escrow Agreement.

(e)

(f)
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The Escrow Agent may consult with counsel of its own choice (which may be 
counsel to the City) and the opinion of such counsel shall be full and complete authorization to 
take or suffer in good faith any action in accordance with such opinion of counsel.

(g)

00 The Escrow Agent shall not be responsible for any of the recitals or 
representations contained herein, in the Subordinate General Resolution, the Twenty-Fourth 
Supplemental Resolution, the Twenty-Fifth Supplemental Resolution or in the Series 2018 
Refunding Bonds.

The Escrow Agent shall not be liable for any action or omission of the City under 
the Escrow Agreement, the Subordinate General Resolution, the Twenty-Fourth Supplemental 
Resolution, the Twenty-Fifth Supplemental Resolution or otherwise.

Whenever in the administration of the provisions of the Escrow Agreement, the 
Escrow Agent 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, in the absence of negligence or willful misconduct on the 
part of the Escrow Agent, be deemed to be conclusively proved and established by a certificate 
of the City (signed by any City representative authorized pursuant to the Twenty-Fourth 
Supplemental Resolution or the Twenty-Fifth Supplemental Resolution pursuant to which the 
Series 2018 Refunding Bonds are issued), and such Certificate of the City shall, in the absence of 
negligence or willful misconduct on the part of the Escrow Agent, be full warrant to the Escrow 
Agent for any action taken or suffered by it under the provisions of this Escrow Agreement upon 
the faith thereof.

(i)

0)

The Escrow Agent may at any time resign by giving written notice to the City of 
such resignation prior to the proposed resignation date, whereupon the City shall promptly use its 
best efforts to appoint a successor escrow agent by the resignation date. Resignation of the 
Escrow Agent will be effective only upon the appointment, acceptance and qualification of a 
successor escrow agent. If the City does not appoint a successor escrow agent within 60 days 
after notice of resignation by the Escrow Agent, the resigning escrow agent may petition any 
court of competent jurisdiction for the appointment of a successor escrow agent at the expense of 
the City, which court may thereupon, after such notice, if any, as it may deem proper and 
prescribe and as may be required by law, appoint a successor escrow agent. After receiving a 
notice of resignation of an escrow agent, the City may appoint a temporary escrow agent to 
replace the resigning escrow agent until the City appoints a successor escrow agent. Any such 
temporary escrow agent so appointed by the City shall immediately and without further act be 
superseded by the successor escrow agent so appointed.

If a successor escrow agent is appointed, all agreements and obligations described herein 
with respect to the Escrow Agent, as the escrow agent, shall apply to such successor escrow 
agent. Every successor escrow agent appointed hereunder shall execute, acknowledge and 
deliver to its predecessor and the City an instrument in writing accepting such appointment 
hereunder and thereupon such successor escrow agent, without any further act, deed or 
conveyance, shall become fully vested with all the rights, immunities, powers, duties and 
obligations of its predecessor, but such predecessor shall, nevertheless, on the written request of 
such successor escrow agent or the City, execute and deliver an instrument transferring to such

GO
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successor escrow agent all the estates, properties, rights, powers of such predecessor hereunder, 
and every predecessor escrow agent shall deliver all investments and moneys held by it to its 
successor. Should any transfer, assignment or instrument in writing from the City be required by 
any successor escrow agent for more fully and certainly vesting in such successor escrow agent 
the estates, rights, powers and duties hereby vested or intended to be vested in the predecessor 
escrow agent, any such transfer, assignment and instruments in writing shall, on request, be 
executed, acknowledged and delivered by the City.

Any corporation or association into which the Escrow Agent, or any successor to it and 
the escrow created by this Escrow Agreement, may be merged or converted or with which it or 
any successor to it may be consolidated (or any corporation or association resulting from any 
merger, conversion, consolidation or tax-free reorganization to which the Escrow Agent or any 
other bank then serving as escrow agent, or any successor to it, shall be a party), shall be the 
successor escrow agent under this Escrow Agreement, shall hold the Escrow Fund in accordance 
with the terms hereof and shall be vested with all of the powers, rights, obligations, duties, 
immunities and privileges hereunder as was its predecessor without the execution or filing of any 
paper or any other act on the part of the parties hereto, anything herein to the contrary 
not withstand! ng.

(1) The Escrow Agent will provide the City with annual statements of the Escrow
Fund maintained hereunder.

Section 11.
(i) when the Refunded Bonds have been fully paid and discharged in accordance with the 
provisions hereof and of the Subordinate General Resolution, as applicable, and (ii) when the 
Escrow Agent closes the Escrow Fund and the Costs of Issuance Funds pursuant to the terms 
hereof. Any moneys or securities held in the Escrow Fund at termination and not required for the 
payment of the interest on and principal or redemption price of any of the Refunded Bonds shall, 
after payments of any outstanding fees or expenses of the Escrow Agent, be paid or transferred 
to the City.

Termination. This Escrow Agreement shall terminate on the later of

Section 12. Investment of Funds in the Escrow Fund.

Except as otherwise provided in Section 3(e), Section 3(f) and Section 4 hereof, 
amounts held in the Escrow Fund under this Escrow Agreement may be invested only in non- 
callable and non-prepayable (i) direct obligations of, (or obligations the principal of and interest 
on which are unconditionally guaranteed by) the United States and (ii) securities or receipts 
evidencing ownership interests in obligations or specified portions (such as principal or interest) 
of obligations described in (i). Those obligations described in the preceding sentence are herein 
referred to as “Government Obligations” (as such term is defined in the Subordinate General 
Resolution).

(a)

At the written direction of the City, the Escrow Agent shall redeem, transfer or 
exchange the Initial Government Obligations or any Government Obligations which are then 
held as an investment of the Escrow Fund and reinvest the proceeds thereof, together with the 
other moneys held in the Escrow Fund in Government Obligations, and may release to the City

(b)
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the excess amount then resulting in the Escrow Fund, provided that the City delivers to the 
Escrow Agent the following:

(0 an opinion of an independent certified public accountant to the effect that, 
after such reinvestment the principal amount of Government Obligations, together with 
the interest thereon and other available moneys held in the Escrow Fund, will be 
sufficient without reinvestment to pay interest on the Refunded Bonds and to pay or 
redeem the Refunded Bonds as provided in Sections 2 and 3 hereof; and

an unqualified opinion of nationally recognized municipal bond counsel to 
the effect that (a) such investment will not cause either the Refunded Bonds, other bonds 
issued under the Subordinate General Resolution, or the Series 2018 Refunding Bonds to 
be “arbitrage bonds” within the meaning of Section 148 of the Internal Revenue Code of 
1986 (the “Code”), and the regulations thereunder in effect on the date of such 
investment, or otherwise cause the interest on any of such bonds to be included in the 
gross income of the recipients thereof for federal income tax purposes, and (b) such 
reinvestment complies with the Constitution and laws of the State of California and with 
all relevant documents relating to the issuance of the Refunded Bonds.

(ii)

If, at any time, the Initial Government Obligations (as defined in Subsection 3(c) 
hereof) or other Government Obligations then held as an investment of the Escrow Fund mature 
or payments are made thereon to the Escrow Agent or the Escrow Agent otherwise holds or 
receives cash in advance of the time same cash is needed to make payment on the Refunded 
Bonds, such amounts shall be held uninvested unless the Escrow Agent has received written 
instructions from the City directing the investment of such amounts and all of the following 
requirements have been met:

(c)

such moneys shall be invested only in Government Obligations which 
mature not later than the date on which the funds invested therein will be needed to make 
payments on the Refunded Bonds;

(i)

such moneys shall be invested only in Government Obligations which 
mature in an amount, together with interest thereon, not less than the full amount paid by 
Escrow Agent to acquire such investments;

(ii)

(iii)
City or the City’s financial advisor a certificate to the effect that the investments to be 
acquired by the Escrow Agent meet the requirements of Subsections 12(c)(i) and 
12(c)(ii) above; and

prior to any such reinvestment, the Escrow Agent shall receive from the

(iv) if the yield on such reinvestment is greater than 0.00% or the reinvestment 
is being made pursuant to an agreement providing for the purchase of Government 
Obligations at a future time or times, then prior to any such reinvestment, the City shall 
deliver to the Escrow Agent an unqualified opinion of nationally recognized municipal 
bond counsel to the effect that (i) such reinvestment will not cause either the Refunded 
Bonds, other bonds issued under the Subordinate General Resolution or the Series 2018 
Refunding Bonds to be “arbitrage bonds” within the meaning of Section 148 of the Code,
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and the regulations thereunder in effect on the dale of such investment, or otherwise 
cause the interest on any of such bonds to be included in the gross income of the 
recipients thereof for federal income tax purposes; provided that, if such investment is 
made pursuant to the terms of an agreement between the Escrow Agent and a supplier of 
securities which agreement is entered into by the Escrow Agent at the written direction of 
the City and provides for investments to be provided at a future time or times, then the 
requirement set forth in this Subsection 12(c)(iv) shall be met if the opinion described 
herein is provided prior to the time the agreement is entered into and relates to all 
investments made in accordance with the terms of such agreement.

In addition to the requirements and restrictions set forth above in Subsection 
12(c), if the Refunded Bonds then carry a rating assigned by Moody’s Investors Service 
(“Moody’s”) and/or Standard & Poor’s Ratings Service (“Standard & Poor’s”) and/or Fitch 
Ratings, Inc. (“Fitch”) on the basis of the security provided by the Escrow Fund, then the City 
shall not direct the Escrow Agent to enter into an agreement providing for the purchase of 
securities at a future time or times as an investment of the Escrow Fund unless prior to the time 
the Escrow Agent enters into such agreement, the City has been notified by the rating agency or 
agencies then maintaining such rating or ratings that entering into the agreement will not cause 
the rating or ratings then assigned to the Refunded Bonds to be reduced or withdrawn.

(d)

Tax Covenant of the City. The City covenants that it will not take or omit 
to take any action, which action or omission to act would cause the Refunded Bonds, any other 
bonds issued under the Subordinate General Resolution or the Series 2018 Refunding Bonds to 
be arbitrage bonds within the meaning of Section 148 of the Code, and the regulations 
thereunder, or take or omit to take any action which would cause the interest on any such bonds 
to be included in the gross income of the recipients thereof for federal income tax purposes.

Section 13.

Section 14. Compensation Acknowledgement. The Escrow Agent hereby 
acknowledges that under the terms of this agreement with the City, all fees that are or will 
become due to the Escrow Agent for services performed under this Escrow Agreement have been 
provided for and that provision has been made to the satisfaction of the Escrow Agent between 
the City and the Escrow Agent for all necessary and proper compensation and expenses of 
Escrow Agent with respect to such Refunded Bonds within the meaning of Article VIII of the 
Subordinate General Resolution so long as the Refunded Bonds remain in book-entry only form. 
Amounts to be paid to the Escrow Agent for compensation and expenses of the Escrow Agent 
shall never be payable from or become a lien upon the Escrow Fund, which account shall be held 
solely for the purpose set forth in Section 3 of this Escrow Agreement.

Section 15. Incorporation of Definitions in the Subordinate General Resolution. 
Capitalized terms used herein and not otherwise defined shall have the meanings given to them 
in the Subordinate General Resolution.

Amendments or Supplements. This Escrow Agreement is made for the 
benefit of the City and the owners of the Refunded Bonds and it shall not be repealed, revoked, 
altered or amended without the written consent of all such owners, the Escrow Agent and the 
City; provided, however, that the City and the Escrow Agent may, without the consent of, or 
notice to, such owners, amend this Escrow Agreement or enter into such agreements

Section 16.
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supplemental to this Escrow Agreement as shall not adversely affect the rights of such owners 
and as shall not be inconsistent with the terms and provisions of this Escrow Agreement or the 
Subordinate General Resolution; provided, that the following shall be a condition to the 
execution and delivery of any such amendment or supplement: there shall be delivered to the 
City an opinion of nationally recognized municipal bond counsel to the effect that such 
amendment or supplement (a) will not cause either the Refunded Bonds, other bonds issued 
under the Subordinate General Resolution or the Series 2018 Refunding Bonds to be “arbitrage 
bonds” within the meaning of Section 148 of the Code and the regulations thereunder in effect on 
the date of such amendment or supplement or otherwise cause the interest on any such bonds to 
be included in the gross income of the recipients thereof for federal income tax purposes and 
(b) complies with the terms of this Escrow Agreement .

Severability. If any one or more of the covenants or agreements to beSection 17.
performed by any of the parties to this Escrow Agreement shall be determined by a court of 
competent jurisdiction to be unenforceable, such covenant or agreement shall be deemed and 
construed to be severable from the remaining covenants and agreements contained herein and 
shall in no way affect the validity of the remaining provisions of this Escrow Agreement.

Governing Law; Counterparts. This Escrow Agreement shall be governed 
by and construed in accordance with the laws of the State of California. This Escrow Agreement 
may be executed in counterparts, each if which shall be deemed an original and all of which, 
taken together, shall be deemed to be one and the same document.

Section 18.

[Remainder of Page Intentionally Left Blank.]
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IN WITNESS WHEREOF, the parties have each caused this Escrow Agreement to be 
executed by their duly authorized representatives as of the date first written above.

CITY OF LOS ANGELES

By:
Assistant City Administrative Officer

Attest:

HOLLY WOLCOTT, City Clerk

By:
Deputy City Clerk

Approved as to form:

MICHAEL N. FEUER, City Attorney

By:
Assistant/Deputy City Attorney

U.S. BANK NATIONAL ASSOCIATION, 
as Escrow Agent

By:
Authorized Officer

S-l



SCHEDULE A

DESCRIPTION OF THE REFUNDED BONDS AND 
ESCROW REQUIREMENTS

Schedule A, Page 1



SCHEDULE B

INITIAL GOVERNMENT OBLIGATIONS

Schedule B, Page 1



ATTACHMENT 1-1

FORM OF NOTICE OF DEFEASANCE

CITY OF LOS ANGELES
WASTEWATER SYSTEM SUBORDINATE REVENUE BONDS,

SERIES 2012-D

The City of Los Angeles, California (the “City”) hereby gives notice to the owners of the 
City’s outstanding Wastewater System Subordinate Revenue Bonds, Variable Rate Refunding 
Series 2012-D (the “Series 2012-D Bonds”) that on [Closing Date] there was deposited with U.S. 
Bank National Association, as escrow agent, cash and non-callable Government Obligations 
paying interest and principal in an amount which shall be sufficient, together with the amounts 
held as cash, to pay the redemption price of all of the Series 2012-D Bonds equal to 100% of the 
principal amount thereof plus accrued interest, if any, to the [Redemption Date] (the 
“Redemption Date”), without premium, plus all fees and other amounts required to be paid in 
connection with such redemption (collectively, the “Redemption Price”).

Refunded Bonds

Outstanding
Principal
Amount

Maturity 
f June 11

Interest
Rate CUSIP

$280,860,000 Variable2032 544653BT4

As a result of such deposit, the Refunded Bonds are deemed to be no longer Outstanding 
under the terms of the Subordinate General Resolution pursuant to which such Refunded Bonds 
were issued.

CITY OF LOS ANGELES

Notice given by mailing this day of ,2018.

Attachment 1-1, Page 1



ATTACHMENT 1-2

FORM OF NOTICE OF REDEMPTION

CITY OF LOS ANGELES
WASTEWATER SYSTEM SUBORDINATE REVENUE BONDS,

SERIES 2012-D

The City of Los Angeles, California (the “City”) hereby gives notice to the owners of the 
City’s outstanding Wastewater System Subordinate Revenue Bonds, Variable Rate Refunding 
Series 2012-D (the “Series 2012-D Bonds”) that all of the Series 2012-D Bonds will be 
redeemed on [Redemption Date] (the “Redemption Date”) at the redemption price equal to 100% 
of the principal amount thereof plus accrued interest, if any, to the Redemption Date, without 
premium, plus all fees and other amounts required to be paid in connection with such redemption 
(collectively, the “Redemption Price”). On the Redemption Date, the Refunded Bonds will cease 
to bear interest.

REFUNDED BONDS

Outstanding
Principal
Amount

Maturity 
(June 1)

Interest
Rate CUSIP

$280,860,000 Variable2032 544653BT4

On the Redemption Date, there shall become due and payable with respect to each of the 
Series 2012-D Bonds the Redemption Price thereof; provided that the proposed redemption is 
conditioned on there being on deposit in the applicable fund or account on the Redemption Date 
sufficient money to pay the full Redemption Price of the Bonds, From and after the Redemption 
Date, subject to the satisfaction of the foregoing condition, interest on the Series 2012-D Bonds 
shall cease to accrue and be payable.

To receive payment of the redemption price, bonds described above must be presented by 
Mail or by Hand: U.S. Bank National Association, as Paying Agent, c/o U.S. Bank Global 
Corporate Trust Services, 111 Fillmore Ave. E, St. Paul, MN 55107; and the redemption price 
will be paid at such location. Upon receipt, if any, of such bonds the Escrow Agent will forward 
the bonds to the City for cancellation.

IMPORTANT NOTICE
Federal law requires the Paying Agent to withhold taxes at the applicable rate from the payment 
if an IRS Form W-9 or applicable IRS Form W-8 is not provided. Please visit www.irs.gov for 
additional information on the tax forms and instructions.

* The undersigned shall not be held responsible for the selection or use of the CUSIP numbers in 
this Notice of Redemption, nor is any representation made as to its correctness. It is included 
solely for the convenience of the Holders.

CITY OF LOS ANGELES

Attachment 1-2, Page 2
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Notice given by mailing this 

cc: Paying Agent

day of , 2018.
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ATTACHMENT 2

[FORM OF WRITTEN REQUISITION] 
REQUISITION FOR COSTS OF ISSUANCE

S [2018-B Principal Amount]
CITY OF LOS ANGELES 

Wastewater System Subordinate Revenue Bonds, 
Refunding Series 2018-B

$[2018-A Principal Amount]
CITY OF LOS ANGELES 

Wastewater System Subordinate Revenue Bonds, 
Series 2018-A 
(Green Bonds)

No.:
Costs of Issuance f’und:2018-A/2018-B Costs of Issuance Fund

The undersigned Authorized City Representative hereby states and certifies that:

U.S. Bank National Association, as escrow agent (“Escrow Agent”) under that 
certain Escrow Agreement, dated as of [As of Date] (the “Escrow Agreement”), by and between 
the City of Los Angeles (the “City”) and the Escrow Agent, is hereby requested to pay the 
payees from the above-referenced Costs of Issuance Fund established under the Escrow 
Agreement or to the City for payment by the City to the person, firm or corporation designated 
below as “Payee” the sum set forth opposite such designation, in payment or reimbursement of a 
portion of the Costs of Issuance, for the purposes identified in Schedule I attached hereto.

0)

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

(ii)

no amounts as set forth in this Requisition will be included in any other(iii)
Requisition; and

the amounts remaining in the Costs of Issuance Fund will, after payment of the 
amounts set forth above, be sufficient to pay all remaining Costs of Issuance as currently 
estimated.

(iv)

CITY OF LOS ANGELES

By:
Authorized City Representative

Date: , 20
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