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SUMMARY

The City Administrative Officer (CAO) requests authority to issue Los Angeles Wastewater
System ("LAWW") Fixed-Rate Revenue Refunding Bonds (the "Series 2013 Bonds") to: 1)
refinance a portion of LAWW Revenue Bonds, Subordinate Series 2003A and 2003B, Senior
2003B and Senior 2005A, if the refinancing achieves interest savings in accordance with the
City's debt policy; and, 2) issue up to $160 million in new money to refinance Commercial Paper
("CP") notes and for future capital projects. Authority is requested to issue the maximum amount
of refunding bonds that are needed to achieve interest savings, which will be determined at the
time of sale, subject to market conditions. The CAO recommends the adoption of two Resolutions
(Attachments A and B) that incorporate various documents required for the issuance and sale of
the Series 2013 Bonds (Exhibits A to D). Also attached and recommended for approval is a report
and draft procedural ordinance prepared by the Office of the City Attorney that will allow for the
issuance of future bonds by ordinance consistent with the City's current charter (Attachment D).
This Office recommends the sale of the Series 2013 Bonds on a negotiated basis by five firms
selected from the approved qualified list of underwriters for fixed-rate bond transactions (C.F.
10-1763): Bank of America/Merrill Lynch (LBE), Cabrera Capital Markets LLC (LBE/MBE),
Jefferies & Co. Inc (LBE), J.P. Morgan Securities Inc. (LBE), and Siebert Brandford Shank & Co.
LLC (LBE/MBE).
The proposed underwriters have well-established retail capabilities that could be supplemented
with a selling group comprised of additional underwriters. The members of the selling group
would not be a party to this transaction in that they would not assume any underwriting liability;
they would only assist with the marketing and sale of bonds and would be compensated
accordingly. This Office will establish a selling group, if the determination is made that it would be
a cost-effective tool to improve retail access.
To proceed with the LAWW Series 2013 transaction, the Mayor and City Council will need to
approve the Twenty-Seventh Supplemental Resolution (Senior Debt - Attachment A) and the
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Sixteenth Supplemental Resolution (Subordinate Debt - Attachment B). These Resolutions
incorporate various documents required to execute the proposed transactions, authorize the
issuance of: 1) up to $605 million in bonds to refund bonds and CP notes, 2) up to $95 million in
new money for future capital projects, 3) the maximum amount of refunding bonds that are
deemed to achieve interest savings, which will be determined at the time of sale; and authorize
the CAO to take certain actions to manage the various transactions. The Resolutions also
incorporate the following documents for each of the proposed transactions (Exhibits A to C):
•
•
•

Escrow Agreement (Exhibit A);
Bond Purchase Agreement (Exhibit B); and
Preliminary Official Statement (Exhibit C);

The Mayor and City Council will also need to approve an Ordinance establishing the special
funds for the Series 2013 Bonds, which has been prepared by the City Attorney and is submitted
herewith (Attachment C).
The sale of the subordinate series of bonds is planned for late April 2013, with the closing of the
transaction in early May 2013. The sale and closing of the senior series of bonds is planned for
May 2013.
The procedural ordinance will provide the new structure under which future bonds after the
issuance of the Series 2013 bonds referenced herein.
These recommendations are in compliance with the City's Financial Policies.
RECOMMENDATIONS

That the Council, subject to the approval of the Mayor:
1.

ADOPT the Twenty-Seventh Supplemental Resolution and Sixteenth Supplemental
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;

2.

ADOPT the Fund Ordinance establishing special funds for the Los Angeles Wastewater.
System Revenue Bonds, Series 2013;

3.

ADOPT the Procedural Ordinance establishing procedures pursuant to which bonds
may be issued after the issuance of the Series 2013 bonds referenced herein; and

4.

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

There is no impact to the General Fund as a result of the recommended Los Angeles Wastewater
System Refunding Series 2013 bond issue. The debt service on the Wastewater System
Revenue Bonds is paid from the Sewer Construction and Maintenance Fund. The costs of
issuance will be paid from bond proceeds.
DEBT IMPACT STATEMENT

There is no debt impact to the City's General Fund from the approval of the recommendations in
this report. The proposed transactions are expected to generate savings for the Sewer and
Construction Maintenance Fund, pursuant to the City's Debt Management Policies, which will be
determined at the time of issuance subject to market conditions.
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FINDINGS

1. Background
The City's Wastewater System funds capital improvements on a short-term basis through the
periodic issuance of Commercial Paper ("CP"). This CP is paid down through the routine
issuance of long-term bonds. The Wastewater System realizes lower all-in borrowing costs using
this funding mechanism. The City can also issue new fixed rate bonds to finance capital projects
when long-term rates are sufficiently attractive to bypass the CP financing mechanism.

2. Proposed Refunding
This Office regularly monitors outstanding bonds for opportunities to refinance to achieve interest
rate savings and has identified several bond Series that are eligible for refunding and likely to
achieve savings in the current market. However, the extent of those savings will fluctuate and
depend on market conditions at the time of the transactions.
Senior Bond Series 2003B and
Subordinate Bond Series 2003A and 2003B are candidates for current refunding. Senior Bond
Series 2005A is a candidate for advance refunding in order to lock in attractive rates. All or a
portion thereof of these Bond Series will be refunded, depending on market conditions. In addition
to generating present value savings of up to $80 million, the refundings will also provide the
opportunity to restructure payments to level out debt service over the next 30 years. The analysis
has also reviewed shifting between subordinate and senior liens to release debt service reserve
funds and maximize savings.
The transaction will also refinance $80 million of currently outstanding CP notes and provide $80
million in new money for future capital projects. The Resolutions provide for authority to issue up
to $95 million in new money should circumstances support increasing the amount issued at the
time the transaction is priced.
The Series 2013 Bonds that are attributable to the advance refunding of Bond Series 2005A will
be held by the escrow agent in an irrevocable escrow account. The amount required to redeem
the bonds will be verified by a certified public accountant, who serves as Verification Agent.
The funding of a debt service reserve fund, as required for senior lien bonds, will serve as a
source of security to bondholders in the event that the City defaults on payment for any reason.
The final amount will be determined before pricing, depending on the lien structure, market
conditions and discussions with rating agencies.
Underwriters' discount is the compensation the underwriters receive for marketing the bonds and
will be paid from bond proceeds.
Costs of issuance include fees for bond counsel, special tax counsel, disclosure counsel, financial
advisors, verification agent, escrow agent, printing, rating agency fees, investor outreach costs,
travel for pricing, and other associated costs, will be paid from bond proceeds.
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3. Underwriting Team
We recommend the sale of the Series 2013 Bonds on a negotiated basis. This recommendation
is based on the need to control the timing of the refunding to maximize savings and flexibility,
given market conditions and the likelihood that these bonds will be offered without insurance. We
recommend the use of five firms selected from the approved qualified list of underwriters for the
three fixed-rate bond transactions (C.F. 10-1763): Bank of America/Merrill Lynch (LBE), Cabrera
Capital Markets LLC (LBE/MBE), Jefferies & Co. Inc (LBE), J.P. Morgan Securities Inc. (LBE),
and Siebert Brandford Shank & Co. LLC (LBE/MBE). The senior bond series will be senior
managed by Siebert, Brandford Shank. The subordinate bond series will be senior managed by
Bank of America/Merrill Lynch.
Recently, large transactions have gone to market with significant retail sales, which helps create
competitive pricing on the institutional side. To secure the best pricing for this transaction, we
need to successfully access the retail market. The proposed underwriters have well-established
retail capabilities, which could be supplemented with a selling group comprised of additional
underwriters. The.members of the selling group would not be a party to this transaction in that
they would not assume any underwriting liability; they would only assist with the marketing and
sale of bonds and would be compensated accordingly. There is no increase in costs associated
with the use of a selling group. This Office will establish a selling group, if the determination is
made that it would be a cost-effective tool to improve retail access.

4. Financing Team
The firms providing financial advisory services for this financing, previously approved by the
Mayor and Council (CF 11-0012), are Frasca and Associates, LLC (Frasca) and Public
Resources Advisory Group (PRAG).
Bond Counsel and Disclosure Counsel for these transactions are Fulbright Jaworski LLP
(Fulbright) and Hawkins Delafield & Wood LLP (Hawkins), respectively. These firms are on the
City's qualified list for legal services for the City's various bond programs, previously approved by
the Mayor and Council (C.F. 09-0812).

5. Required Documents
To proceed with the recommended transactions, the Council will need to adopt two Resolutions
(Attachments A and B), which provide for the approval of the following:
•

Escrow Agreements which is an agreement between the City and the Escrow Agent to
provide for the administration of the bond proceeds to pay the refunded bonds (Exhibit A);

•

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

•

Preliminary Official Statement, which is the primary disclosure and marketing document for
the bonds (Exhibit C).
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The City Attorney report and draft ordinance also need to be approved to establish the necessary
funds for the Series 2013 bonds (Attachment C).
6. Procedural Ordinance
The City has previously issued Wastewater System revenue bonds pursuant to voter
authorization as required by the former Charter. The total voter authorization in place is $3.5
billion and will be nearly reached after the issuance of the bonds recommended in this report. The
current Charter effective July 1, 2000 authorizes the issuance of bonds pursuant to a procedural
ordinance. This Office recommends the adoption of the procedural ordinance now to ensure that
the ability to issue bonds, including Commercial Paper notes, is unimpaired at such time as the
need arises in the future (Attachment D).
The documents attached hereto are in substantially final form. If necessary,
revisions will be consistent with the intent of the Mayor and Council.

Sarai Bhaga
Senior Administrative Analyst II
APPROVED:

Assistant City Administrative Officer
MAS:SMB:09130223
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ATTACHMENT A
TWENTY-SEVENTH

SUPPLEMENTAL

RESOLUTION

THE COUNCIL OF THE CITY OF LOS ANGELES

TWENTY-SEVENTH SUPPLEMENTAL RESOLUTION
Adopted by the Council of the City
___
,2013
SUPPLEMENTING THE
WASTEWATER SYSTEM REVENUE BONDS GENERAL RESOLUTION
Adopted by the Council of the City
November 10,1987
AND AUTHORIZING AND APPROVING THE ISSUANCE OF
W ASTEW ATER SYSTEM REVENUE BONDS, SERIES 2013 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
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TWENTY-SEVENTH

SUPPLEMENTAL RESOLUTION
Providing for

City of Los Angeles
Wastewater System Revenue Bonds
Series 2013
WHEREAS, the City Council (the "Council") of the City of Los Angeles (the "City") on
November 10, 1987 adopted a resolution designated as the "W ASTEW ATER SYSTEM
REVENUE BONDS GENERAL RESOLUTION," and supplemental resolutions thereto
(collectively, the "General Resolution"), which sets forth the basic terms under which the City
may issue wastewater system revenue bonds (the "Bonds") and which provides for a pledge of
Revenues (as defined in the General Resolution) to secure all Bonds 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 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 such election held June 2, 1987, the voters voting on the proposition
approved the issuance of $500,000,000 of such bonds; and
WHEREAS, the Council, by resolution adopted August 2, 1988, submitted to the
qualified voters of the City the proposition of increasing the authorization to issue bonds to
finance the wastewater system improvement program from $500,000,000 to $2,000,000,000; and
WHEREAS, at such election held November 8, 1988, the voters voting on the proposition
approved the increase in the authorization to a total of $2,000,000,000; and
WHEREAS, the Council, by resolution adopted August 4, 1992, submitted to the
qualified voters of the City the proposition of increasing the authorization to issue bonds to
finance the wastewater system improvement program from $2,000,000,000 to $3,500,000,000;
and
WHEREAS, at such election held November 3, 1992, the voters voting on the proposition
approved the increase in the authorization to a total of $3,500,000,000; and
WHEREAS, the City has, under the General Resolution and individual supplemental
resolutions thereto, issued the following Wastewater System Revenue Bonds:
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Initial Principal
Amount
$125,000,000.00
130,000,000.00
160,076,473.50
108,715,000.00
190,000,000.00
112,410,000.00
112,875,000.00
87,125,000.00
200,000,000.00
91,890,000.00
200,000,000.00
301,015,000.00
150,000,000.00
76,885,000.00
388,290,000.00
150,000,000.00
72,520,000.00
35,250,000.00
253,955,000.00
120,855,000.00
63,705,000.00
88,390,000.00
102,850,000.00
204,335,000.00
225,510,000.00
300,655,000.00
454,785,000.00
177,420,000.00
89,600,000.00
49,650,000.00

Series
Series 1987 (the "Series 1987 Bonds")
Series 1988 (the "Series 1988 Bonds")
Series 1989 (the "Series 1989 Bonds")
Series 1990 A (the "Series 1990-A Bonds")
Series 1990-B (the "Series 1990-B Bonds")
Series 1991-A (the "Series 1991-A Bonds")
Series 1991-B (the "Series 1991-B Bonds")
Refunding Series 1991-C (the "Series 1991-C
Series 1991-D (the "Series 1991-D Bonds")
Refunding Series 1992-A (the "Series 1992-A
Series 1992-B (the "Series 1992-B Bonds")
Refunding Series 1993-A (the "Series 1993-A
Series 1993-B (the "Series 1993-B Bonds")
Refunding Series 1993-C (the "Series 1993-C
Refunding Series 1993-D (the "Series 1993-D
Series 1994-A (the "Series 1994-A Bonds")
Refunding Series 1996-A (the "Series 1996-A
Refunding Series 1997-A (the "Series 1997-A
Series 1998-A (the "Series 1998-A Bonds")
Refunding Series 1998-B (the "Series 1998-B
Refunding Series 1998-C (the "Series 1998-C
Refunding Series 1999-A (the "Series 1999-A
Refunding Series 2002-A (the "Series 2002-A
Refunding Series 2003-A (the "Series 2003-A
Refunding Series 2003-B (the "Series 2003-B
Refunding Series 2005-A (the "Series 2005-A
Refunding Series 2009-A (the "Series 2009-A
Series 2010-A (the "Series 2010-A Bonds")
Series 2010-B (the "Series 201O·B Bonds")
Refunding Series 2012-A (the "Series 2012-A

Bonds")
Bonds")
Bonds")
Bonds")
Bonds")
Bonds")
Bonds")
Bonds")
Bonds")
Bonds")
Bonds")
Bonds")
Bonds")
Bonds")
Bonds")

Bonds")

all of which Senior Lien Bonds (to the extent Outstanding) shall be collectively referred to herein
as the "Prior Senior Bonds," which are Outstanding in the aggregate principal amount of
$1,146,930,000 as of the date hereof; and
WHEREAS, on March 26, 1991, the Council adopted a Wastewater System Subordinate
Revenue Bonds General Resolution (the "Subordinate General Resolution") and supplemental
resolutions thereto that sets forth the basic terms under which the City may issue wastewater
system revenue bonds ("Subordinate Bonds") that are subordinate to the Bonds and provide for a
pledge of Revenues to secure all bonds issued thereunder, which pledge of Revenues is
subordinate to the pledge of Revenues established pursuant to the General Resolution and that
authorizes a commercial paper program through the issuance from time to time of commercial
paper notes (the "Commercial Paper Notes") which commercial paper notes are payable on a
basis subordinate to the Bonds issued under the General Resolution; and
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WHEREAS, the City has, under the Subordinate General Resolution and individual
supplemental resolutions thereto, authorized the issuance of the following Wastewater System
Subordinate Revenue Bonds:
Initial Principal
Amount
$123,400,000
123,400,000
46,300,000
15,500,000
365,510,000
269,450,000
118,810,000
71,280,000
27,715,000
49,490,000
49,490,000
84,730,000
69,780,000
49,840,000
31,900,000
10,065,000
68,510,000
57,115,000
36,330,000
36,330,000
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Series
Variable Rate Refunding Series 200 I A (the "Subordinate Refunding Series
200 I A Bonds")
Variable Rate Refunding Series 200 I B (the "Subordinate Refunding Series
200 I B Bonds")
Variable Rate Refunding Series 2001 C (the "Subordinate Refunding Series
200 I C Bonds")
Variable Rate Refunding Series 2001 0 (the "Subordinate Refunding Series
200 I 0 Bonds")
Refunding Series 2003 A (the "Subordinate Refunding Series 2003 A
Bonds")
Refunding Series 2003 B (the "Subordinate Refunding Series 2003 B
Bonds")
Variable Rate Refunding Series 2006-A (the "Subordinate Refunding Series
2006-A Bonds")
Variable Rate Refunding Series 2006-B-I (the "Subordinate Refunding
Series 2006- B-1 Bonds")
Variable Rate Refunding Series 2006-B-2 (the "Subordinate Refunding
Series 2006-B-2 Bonds")
Variable Rate Refunding Series 2006-C (the "Subordinate Refunding Series
2006-C Bonds")
Variable Rate Refunding Series 2006-0 (the "Subordinate Refunding Series
2006-0 Bonds" (the "Subordinate Refunding Series 2006-0 Bonds")
Variable Rate Refunding Series 2008-A (the "Subordinate Refunding Series
2008-A Bonds")
Variable Rate Refunding Series 2008-B (the "Subordinate Refunding Series
2008-B Bonds")
Refunding Series 2008-C (the "Subordinate Refunding Series 2008-C
Bonds")
Refunding Series 2008 0 (the "Subordinate Refunding Series 2008-0
Bonds")
Variable Rate Refunding Series 2008 E (the "Subordinate Refunding Series
2008-E Bonds")
Variable Rate Refunding Series 2008 F-1 (the "Subordinate Refunding
Series 2008 F-I Bonds")
Variable Rate Refunding Series 2008 F-2 (the "Subordinate Refunding
Series 2008 F-2 Bonds")
Variable Rate Refunding Series 2008-G (the "Subordinate Refunding Series
2008-G Bonds")
Variable Rate Refunding Series 2008-H (the "Subordinate Refunding Series
2008-H Bonds")
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Initial Principal
Amount
199,790,000
157,055,000
253,880,000
133,715,000
280,860,000

Series
Series 2010-A (the "Subordinate Series 2010-A Bonds")
Refunding Series 2012-A (the "Subordinate Refunding Series 2012-A
Bonds")
Refunding Series 2012-B (the "Subordinate Refunding Series 2012-B
Bonds")
Refunding Series 2012-C (the "Subordinate Refunding Series 2012-C
Bonds")
Variable Rate Refunding Series 2012-D (the "Subordinate Refunding Series
2012-D Bonds")

all of which Subordinate Bonds (to the extent Outstanding) shall be collectively referred to
herein as the "Prior Subordinate Bonds," which are Outstanding in the aggregate principal
amount of$I,307,115,000 as of the date hereof; and
WHEREAS, the General Resolution provides that additional 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 Bonds designated as Revenue Bonds, Series 2013, with snch additional
Series designations, including "Refunding Bonds" as shall be deemed necessary or appropriate
as provided herein (the "Series 2013 Bonds"), through the adoption of this Twenty-Seventh
Supplemental Resolution (the "Twenty-Seventh Supplemental Resolution") in accordance with
the provisions of the General Resolution, for the purpose of (i) refunding all or any portion of the
outstanding Commercial Paper Notes and/or refunding all or any portion of the Prior Senior
. Bonds (the "Refunded Senior Bonds") and/or of the Prior Subordinate Bonds (the "Refunded
Subordinate Bonds" and, together with the Commercial Paper Notes and the Refunded Senior
Bonds, the "Refunded Obligations"), whether through a current refunding or an advance
refunding, (ii) funding any deposit into a 2013-A Construction Fund in an amount needed to pay
any Project Costs associated with any improvements to the System, (iii) funding any required
deposit into the Reserve Fund in connection with the issuance of any Series of Series 2013
Bonds, and (iv) paying the costs of issuance in connection with the issuance of any Series of
Series 2013 Bonds; and
WHEREAS, the Series 20 I3 Bonds shall be issued pursuant to and in accordance with
the procedures set forth in the Charter, the Revenue Bond Law and Article 10 and Article I I of
Chapter 3 of Part 1 of Division 2 of Title 5 (§53570 et seq.) of the California Government Code
(the "Refunding Law") and the provisions of the General Resolution, including this TwentySeventh Supplemental Resolution; and
WHEREAS, the Series 2013 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 financial advisors, shall determine to be in the City'S best interests and
which are otherwise consistent with the provisions and parameters of this Twenty-Seventh
Supplemental Resolution; and
WHEREAS, concurrently with the issuance of the Series 2013 Bonds, the City proposes
to issue Subordinate Bonds (the "2013 Subordinate Bonds") pursuant to a Sixteenth
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Supplemental Resolution
herewith; and

(the "Sixteenth

Supplemental

Resolution")

adopted on even date

WHEREAS, the aggregate principal amount of Series 2013 Bonds issued pursuant to this
Twenty-Seventh Supplemental Resolution and the 2013 Subordinate Bonds issued pursuant to
the Sixteenth Supplemental Resolution for the purpose of financing improvements to the System
shall not exceed $95,000,000; and
WHEREAS, any refunding to be accomplished with the proceeds from the sale of any
Series of Series 2013 Bonds issued pursuant to this Twenty-Seventh Supplemental Resolution
will result in (i) with respect to the Refunded Senior Bonds or Refunded Subordinate Bonds,
either (A) (1) a minimum present value savings equal to at least 70% 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 manageability and convenience of the bond
financing and refunding program for the System and (ii) with respect to the Commercial Paper
Notes, a desirable restructuring of debt or benefits for the manageability and convenience of the
System's Bond financing and refunding program, in each case, as determined by the City
Administrative Officer, upon the advice of the City's financial advisors, at or before the time of
issuance; and
WHEREAS, the aggregate principal amount of Series 2013 Bonds issued pursuant to this
Twenty-Seventh Supplemental Resolution for the purpose of refunding Senior Bonds or
Subordinate Bonds (not including the Commercial Paper Notes) shall not be limited in principal
amount if such refunding satisfies either clause (1) or (2) of clause (i)(A) of the preceding
recitation; 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 General Resolution and this Twenty-Seventh Supplemental
Reso lution, the Owners of the Series 2013 Bonds have a first priority perfected security interest
in Revenues that serve as the collateral for the Series 2013 Bonds pursuant to the Government
Code; and
WHEREAS, the City has determined, based upon the existing market conditions and
upon the advice of its financial advisors and the City Attorney, that it is in the best financial
interests of the City to sell the Series 2013 Bonds through a negotiated underwriting process,
provided that, if market conditions should change, nothing herein shall preclude the City from
selling the Series 2013 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 2013 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
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WHEREAS, the Twenty-Seventh Supplemental Resolution is adopted in accordance with
the provisions of the General Resolution;
NOW, THEREFORE, BE IT RESOLVED by the Council of the City, as follows:
ARTICLE I
AUTHORIZATION AND SECURITY
Section 1.01. General Resolution; Special Obligations.
The Series 2013 Bonds
authorized by this Twenty-Seventh Supplemental Resolution are Bonds issued under the terms of
the General Resolution and secured by and entitled to the security and the rights granted by the
General Resolution. The Series 2013 Bonds shall be issued on a parity with the Prior Senior
Bonds and any other Senior Lien Bonds issued hereafter and shall be senior to the Commercial
Paper Notes, all Prior Subordinate Bonds and any other Subordinate Bonds issued hereafter,
including the 2013 Subordinate Bonds, pursuant to the Subordinate General Resolution.
The Series 2013 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 2013
Bonds solely from the Revenues and from amounts in the SCM Fund, the Debt Service Fund, the
Reserve Fund and the Construction Funds. 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 2013 Bonds. Neither
the full faith and credit nor the taxing power of the City is pledged to pay the Series 2013 Bonds.
The principal of and interest on the Series 2013 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 Debt Service Fund, Reserve Fund and Construction Funds.
Section 1.02. Charter, Revenue Bond Law and Refunding Law. The Series 2013 Bonds
are hereby declared to be issued under and pursuant to the terms of the Charter, the Revenue
Bond Law and the Refunding Law and secured as provided in the Revenue Bond Law and
Refunding Law, as applicable; provided, however, that the security provided in the Series 2013
Bonds is also granted to secure other Bonds issued under the General Resolution and provided
that subordinated liens on the Revenues may be granted. The Series 2013 Bonds may recite that
they are issued pursuant to the Charter, the Revenue Bond Law or the Refunding Law, as
applicable. It is hereby declared that a portion of the proceeds of the Series 2013 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 Obligations.
ARTICLE II
DEFINITIONS; INTERPRETATION
Section 2.01. Definitions. The following definitions shall apply to terms used in this
Twenty-Seventh Supplemental Resolution unless the context clearly requires otherwise:
"Attachment 1" means each Attachment 1 to this Twenty-Seventh
Supplemental
Resolution, substantially in the form of Exhibit A hereto, completed, executed and delivered by
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the City Administrative Officer pursuant to Section 3.04 hereof in connection with the issuance
of the related Series of Series 2013 Bonds and setting forth the terms thereof as described in
Article III hereof; each such Attachment No. I, upon execution and delivery, shall become a part
of this Twenty-Seventh Supplemental Resolution.
"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 anyone
or more of them and, in addition to the foregoing, for the purpose of directing the investment of
money under the 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 2013 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.
"Book-Entry Bonds" means the Series 2013 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 2013 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" or "CP Notes" means the City'S Wastewater System
Commercial Paper Revenue Notes outstanding under the Subordinate Bond Resolution, as
amended and supplemented, as of the effective date of this Twenty-Seventh Supplemental
Resolution.
"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 20 l3
Bonds, as originally executed and as it may be amended from time to time in accordance with the
terms thereof.
"Costs of Issuance" means all costs and expenses incurred by the City in connection with
the issuance of any Series of Series 2013 Bonds and the refunding of any Refunded Obligations
pursuant to this Twenty-Seventh Supplemental Resolution, including, but not limited to, costs
and expenses of printing and copying documents and the Series 20 l3 Bonds, any fees incurred in
connection with agreements described in Section 10.06 hereof, and the fees, costs and expenses
of rating agencies, counsel, accountants, verification specialists, underwriters, engineers,
financial advisors, the escrow agent, insurance consultants and other consultants and agents.
"CP Debt Service Fund" has the meaning given such term in the Subordinate General
Resolution.
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"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 9.01 hereof to serve as escrow agent under an
Escrow Agreement.
"Escrow Agreement" means an agreement between the City and anEscrow Agent, and
related to the deposit, investment and use of a portion of the proceeds of any Series of Series
2013 Bonds and the earnings thereon to pay principal of, and premium and interest on any
Refunded Obligations and to pay the Costs ofIssuance of such Series of Series 2013 Bonds.
"General Resolution" means that Wastewater System Revenue Bonds General Resolution
adopted by the Council on November 10, 1987 and setting forth the terms under which
, wastewater system revenue bonds of the City may be issued and secured, as amended and
supplemented from time to time in accordance with the terms thereof.
"General Wastewater System Construction Fund" means that fund created by Ordinance
No. 165924 of the City adopted on May 22, 1990 into which the City shall from time to time
deposit either directly or by payment from other funds Bond proceeds and the earnings thereon
to be used to pay Project costs.
"Interest Payment Date," for any Series of Series 2013 Bonds, means December I, 2013,
and each June 1 and December 1 thereafter, or such other interest payment dates designated in
Attachment 1 with respect to such Series,
"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.
"Prior Senior Bonds" means, collectively, the Series 1987 Bonds, the Series 1988 Bonds,
the Series 1989 Bonds, the Series 1990-A Bonds, the Series 1990-B Bonds, the Series 1991-A
Bonds, the Series 1991- B Bonds, the Series 1991-C Bonds, the Series 1991- D Bonds, the Series
1992-A Bonds, the Series 1992-B Bonds, the Series 1993-A Bonds, the Series 1993-B Bonds,
the Series 1993-C Bonds, the Series 1993-D Bonds, the Series 1994-A Bonds, the Series 1996-A
Bonds, the Series 1997-A Bonds, the Series 1998-A Bonds, the Series 1998-B Bonds, the Series
1998-C Bonds, the Series 1999-A Bonds, the Series 2002-A Bonds, the Series 2003-A Bonds,
the Series 2003-B Bonds, the Series 2005-A Bonds, the Series 2009-A Bonds, the Series 201O-A
Bonds, the Series 2010-B Bonds and the Series 2012-A Bonds, previously issued by the City
pursuant to the General Resolution,
"Prior Subordinate Bonds" means, collectively, the Subordinate Refunding Series 2001A Bonds, the Subordinate Refunding Series 2001-B Bonds, the Subordinate Refunding Series
2001-C Bonds, the Subordinate Refunding Series 2001-D Bonds, the Subordinate Refunding
Series 2003-A Bonds, the Subordinate Refunding Series 2003-B Bonds, the Subordinate
Refunding Series 2006-A Bonds, the Subordinate Refunding Series 2006-B-1 Bonds, the
Subordinate Refunding Series 2006-B-2 Bonds, the Subordinate Refunding Series 2006-C
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Bonds, the Subordinate Refunding Series 2006-D Bonds, the Subordinate Refunding Series
2008-A Bonds, the Subordinate Refunding Series 2008-B Bonds, the Subordinate Refunding
Series 2008-C Bonds, the Subordinate Refunding Series 2008-D Bonds, the Subordinate
Refunding Series 2008-E Bonds, the Subordinate Refunding Series2008-F-I
Bonds, the
Subordinate Refunding Series 2008-F-2 Bonds, the Subordinate Refunding Series 2008-G
Bonds, the Subordinate Refunding Series 2008-H Bonds, the Subordinate Series 2010-A Bonds,
the Subordinate Refunding Series 2012-A Bonds, the Subordinate Refunding Series 2012-B
Bonds, the Subordinate Refunding Series 2012-C Bonds and the Subordinate Refunding Series
2012-D Bonds, previously issued by the City pursuant to the Subordinate General Resolution.
"Record Date" means, for a June I Interest Payment Date, the close of business on the
preceding May IS and, for a December I Interest Payment Date, the close of business on the
preceding November IS, whether or not such day is a Business Day, or such other record dates
designated in Attachment I with respect to such Series.
"Refunded Obligations" means all or any of the Refunded Senior Bonds and the
Refunded Subordinate Bonds and, if applicable, the Commercial Paper Notes.
"Refunded Senior Bonds" means all or any of the Prior Senior Bonds to be refunded by
the Series 2013 Bonds, as described in Attachment I relating to such Series of Series 2013
Bonds.
"Refunded Subordinate Bonds" means all or any of the Prior Subordinate Bonds to be
refunded by the Series 2013 Bonds, as described in Attachment I relating to such Series of
Series 2013 Bonds.
"Representation

Letter" means the Master Letter of Representations

from the City to

DTC which Representation Letter shall apply to the Series 2013 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.
"Series" means any Series of Series 2013 Bonds as designated in Attachment I attached
hereto.
"Series 2013 Bonds" means the City of Los Angeles Wastewater System Revenue Bonds,
of each Series issued pursuant to the General Resolution and this Twenty-Seventh Supplemental
Resolution.
"Series 2012-A Bonds" means the $49,650,000 City of Los Angeles Wastewater System
Revenue Bonds, Refunding Series 2012-A issued pursuant to the General Resolution and the
Twenty-Sixth Supplemental Resolution.
"Series 20 I O-A Bonds" means the $177,420,000 City of Los Angeles Wastewater System
Revenue Bonds, Series 2010-A issued pursuant to the General Resolution and the Twenty-Fifth
Supplemental Resolution.
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"Series 201 O-B Bonds" means the $89,600,000 City of Los Angeles Wastewater System
Revenue Bonds, Series 2010-B issued pursuant to the General Resolution and the Twenty-Fifth
Supplemental Resolution.
"Series 2009-A Bonds" means the $454,785,000 City of Los Angeles Wastewater System
Revenue Bonds, Refunding Series 2009-A issued pursuant to the General Resolution and the
Twenty-Fourth Supplemental Resolution.
"Series 2005-A Bonds" means the $300,655,000 City of Los Angeles Wastewater System
Revenue Bonds, Refunding Series 2005-A issued pursuant to the General Resolution and the
Twenty- Third Supplemental Resolution.
"Series 2003-B Bonds" means the $225,510,000 City of Los Angeles Wastewater System
Revenue Bonds Refunding Series 2003-B issued pursuant to the General Resolution and the
Twenty-Second Supplemental Resolution.
"Series 2003-A Bonds" means the $204,335,000 City of Los Angeles Wastewater System
Revenue Bonds Refunding Series 2003-A issned pursuant to the General Resolution and the
Twenty-First Supplemental Resolution.
"Series 2002-A Bonds" means the $102,850,000 City of Los Angeles Wastewater System
Revenue Bonds Refunding Series 2002-A issued pursuant to the General Resolution and the
Twentieth Supplemental Resolution.
"Series 1999-A Bonds" means the $88,390,000 The City of Los Angeles Wastewater
System Revenue Bonds Refunding Series 1999-A issued pursuant to the General Resolution and
the Nineteenth Supplemental Resolution.
"Series 1998-A Bonds" means the $253,955,000 The City of Los Angeles Wastewater
System Revenue Bonds Series 1998-A issued pursuant to the General Resolution and the
Seventeenth Supplemental Resolution.
"Series 1998-B Bonds" means the $120,855,000 The City of Los Angeles Wastewater
System Revenue Bonds Refunding Series 1998-B issued pursuant to the General Resolution and
the Seventeenth Supplemental Resolution.
"Series 1998-C Bonds" means the $63,705,000 The City of Los Angeles Wastewater
System Revenue Bonds Refunding Series 1998-C issued pursuant to the General Resolution and
the Eighteenth Supplemental Resolution.
"Series 1997-A Bonds" means the $35,250,000 The City of Los Angeles Wastewater
System Revenue Bonds Refunding Series 1997-A issued pursuant to the General Resolution and
the Sixteenth Supplemental Resolution.
"Series 1996-A Bonds" means the $72,520,000 The City of Los Angeles Wastewater
System Revenue Bonds Refunding Series 1996-A issued pursuant to the General Resolution and
the Fifteenth Supplemental Resolution.
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"Series 1994-A Bonds" means the $150,000,000 The City of Los Angeles Wastewater
System Revenue Bonds Series 1994-A issued pursuant to the General Resolution and the
Fourteenth Supplemental Resolution.
"Series 1993-A Bonds" means the $301,015,000 The City of Los Angeles Wastewater
System Revenue Bonds Refunding Series 1993-A issued pursuant to the General Resolution and
the Eleventh Supplemental Resolution.
"Series 1993-B Bonds" means the $150,000,000 The City of Los Angeles Wastewater
System Revenue Bonds Series 1993-B issued pursuant to the General Resolution and the Twelfth
Supplemental Resolution.
"Series 1993-C Bonds" means the $76,885,000 The City of Los Angeles Wastewater
System Revenue Bonds Refunding Series 1993-C issued pursuant to the General Resolution and
the Twelfth Supplemental Resolution.
"Series 1993-D Bonds" means the $388,290,000 The City of Los Angeles Wastewater
System Revenue Bonds Refunding Series 1993-D issued pursuant to the General Resolution and
the Thirteenth Supplemental Resolution.
"Series 1992-A Bonds" means the $91,890,000 The City of Los Angeles Wastewater
System Revenue Bonds Refunding Series 1992-A issued pursuant to the General Resolution and
the Ninth Supplemental Resolution.
"Series 1992-B Bonds" means the $200,000,000 The City of Los Angeles Wastewater
System Revenue Bonds Series 1992-B issued pursuant to the General Resolution and the Tenth
Supplemental Resolution.
"Series 1991-A Bonds" means the $112,410,000 The City of Los Angeles Wastewater
System Revenue Bonds Series 1991-A issued pursuant to the General Resolution and the Sixth
Supplemental Resolution.
"Series 1991-B Bonds" means the $112,875,000 The City of Los Angeles Wastewater
System Revenue Bonds Series 1991-B issued pursuant to the General Resolution and the
Seventh Supplemental Resolution.
"Series .1991-C Bonds" means the $87,125,000 The City of Los Angeles Wastewater
System Revenue Bonds Refunding Series 1991-C issued pursuant to the General Resolution and
the Seventh Supplemental Resolution.
"Series 1991-D Bonds" means the $200,000,000 The City of Los Angeles Wastewater
System Revenue Bonds Series 1991-D issued pursuant to the General Resolution and the Eighth
Supplemental Resolution.
"Series 1990-A Bonds" means the $108,715,000 The City of Los Angeles Wastewater
System Revenue Bonds Series 1990-A issued pursuant to the General Resolution and the Fourth
Supplemental Resolution.
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"Series 1990-B Bonds" means the $190,000,000 The City of Los Angeles Wastewater
System Revenue Bonds Series 1990-B issued pursuant to the General Reso lution and the Fifth
Supplemental Resolution.
"Series 1989 Bonds" means the $160,076,473.50 The City of Los Angeles Wastewater
System Revenue Bonds Series 1989 issued pursuant to the General Resolution and the Third
Supplemental Resolution.
"Series 1988 Bonds" means the $130,000,000 The City of Los Angeles Wastewater
System Revenue Bonds Series 1988 issued pursuant to the General Resolution and the Second
Supplemental Resolution.
"Series 1987 Bonds" means the $125,000,000 The City of Los Angeles Wastewater
System Revenue Bonds Series 1987 issued pursuant to the General Resolution and the First
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.
"Subordinate Bonds" means any bonds or other obligations, including Commercial Paper
Notes, issued under the Subordinate General Resolution.
"Subordinate General Resolution" means that Wastewater System Subordinate Revenue
Bonds General Resolution adopted by the Council on March 26, 1991, as amended and
supplemented from time to time in accordance with the terms thereof, setting forth the terms
under which Subordinate Bonds, including the Commercial Paper Notes of the City may be
issued and secured.
"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 any Series of Series 2013 Bonds and as amended
from time to time.
"Underwriters" means, collectively, Merrill Lynch, Pierce, Fenner & Smith Incorporated,
Cabrera Capital Markets, LLC, Jefferies LLC, J.P. Morgan Securities LLC, Siebert Brandford
Shank & Co., L.L.C., or such other Underwriters as may be designated in any subsequent
resolution of the City.
Section 2.02. Incorporation of Definitions in the General Resolution.
Except as
otherwise provided in Section 0 hereof, all words, terms and phrases defined in the General
Resolution shall have the same meanings in this Twenty-Seventh Supplemental Resolution as in
the General Resolution.
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Section 2.03. Article and Section References. Except as otherwise indicated, references
to Articles and Sections are to Articles and Sections of this Twenty-Seventh Supplemental
Resolution.
Section 2.04. 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 III
DESCRIPTION THE SERIES 2013 BONDS
Section 3.01. Designation of the Series 2013 Bonds; Principal Amounts. The Series
2013 Bonds are hereby authorized to be issued in one or more Series under the General
Resolution and this Twenty-Seventh Supplemental Resolution. The aggregate principal amount
of Series 2013 Bonds issued pursuant to this Twenty-Seventh Supplemental Resolution and 20 \3
Subordinate Bonds issued pursuant to the Sixteenth Supplemental Resolution to finance
improvements to the System shall not exceed $95,000,000. The aggregate principal amount of
Series 20 \3 Bonds issued pursuant to this Twenty-Seventh Supplemental Resolution for the
purpose of refunding Senior Bonds or Subordinate Bonds (not including Commercial Paper
Notes) shall not be limited except as provided in the preambles to this Twenty-Seventh
Supplemental Resolution. The Series 2013 Bonds shall be issued in such principal amounts, and
shall be designated as the "City of Los Angeles Wastewater System Revenue Bonds, Series
2013" with such additional Series designations as Refunding Bonds as set forth in the
Attachment 1related to such Series of Series 20 \3 Bonds.
Section 3.02. Series 2013 Bonds Under the General Resolution; Security. The Series
2013 Bonds are issued under, secured by and subject to the terms of the General Resolution and
are secured by the Revenues in accordance with the terms of the General Resolution. The Series
2013 Bonds are special obligations of the City payable only from the Revenues, the SCM Fund,
the Debt Service Fund, the Reserve Fund and the Construction Fund, and not from the general
fund of the City, and the City is not obligated to pay the Series 2013 Bonds from any other
source.
Section 3.03. Terms, Payment Provisions and Parameters of the Series 2013 Bonds.
The Series 2013 Bonds shall be issuable only as fully registered bonds in Authorized
Denominations. The Series 2013 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 2013 Bond there shall be at least one
manual signature. The Series 2013 Bonds shall be numbered as any Authorized City
Representative shall determine.
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The Series 2013 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 Attachment 1 related to such Series).
Each Series 2013 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 2013 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 2013 Bonds shall be paid on December 1, 2013 and semiannually
thereafter on each June 1 and December 1 (or on such other semiannual interest payment dates as
set forth in the Attachment 1 related to such Series). Interest shall be calculated on the basis of a
year of 360 days and twelve 30-day months.
The Series 2013 Bonds shall mature on June 1 (or on such other date as set forth in the
Attachment 1 related to such Series) in the years and in the amounts, subject to prior redemption,
and bear interest at the annual rates set forth in the Attachment 1 related to such Series, provided,
however, that the final maturity of the Series 2013 Bonds will not be later than 40 years from the
date of issuance of such Series and the true interest cost on the Series 2013 Bonds of any Series
will not exceed 8%.
Payment of principal of the Series 2013 Bonds shall be made upon surrender of such
Series 2013 Bonds to the City Administrative Officer provided that with respect to the Series
2013 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
2013 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 2013 Bonds. The payment of interest on Book-Entry Bonds shall be made as provided in
Section 3.06 hereof. With respect to all Series 2013 Bonds, interest shall be paid to the person
who was, on the Record Date, the registered owner thereof. The Series 2013 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 2013 Bond and, to the extent lawful, on overdue
interest on a Series 2013 Bond will be payable at the rate on such Series 2013 Bond on the day
before the default occurred.
Any refunding to be accomplished with the proceeds from the sale of any Series of Series
2013 Bonds issued pursuant to this Twenty-Seventh Supplemental Resolution will result in
(i) with respect to the Refunded Senior Bonds or Refunded Subordinate Bonds, either (A) (1) a
minimum present value savings equal to at least 70% 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
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the Refunded Senior Bonds or 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 and (ii) with respect to the Commercial Paper Notes, a
desirable restructuring of debt or benefits for the manageability and convenience of the System's
Bond financing and refunding program, in each case, as determined by the City Administrative
Officer, upon the advice of the City's financial advisors, at or before the time of issuance.
Satisfaction of this requirement with respect to any Series of Series 2013 Bonds shall be
conclusively evidenced by the execution of the Attachment I related to such Series.
Section 3.04. Approval and Authorization of each Attachment 1 to Constitute a Part of
this Resolution. The City Administrative Officer is hereby authorized to complete, execute and
deliver, on or about the date of the delivery of each Series of Series 2013 Bonds the related
Attachment 1 substantially in the form of Exhibit A hereto, with such additions and
modifications as are necessary or required to complete such document. The form of Attachment
1 is hereby approved and, upon execution and delivery by the City Administrative Officer each
such Attachment 1 shall be made a part of this Twenty-Seventh Supplemental Resolution,
without any further authorization or approval of this Councilor any other party. The City
Administrative Officer shall transmit a final copy of each such Attachment 1 to the City Clerk
prior to the date of issuance of the related Series of Series 2013 Bonds so that each Attachment I
can be attached to this Twenty-Seventh Supplemental Resolution in the records of the City,
provided that the failure of the City Administrative Officer to so deliver any Attachment 1 or the
failure of the City Clerk to so attach the document shall not affect the validity of the Series 2013
Bonds of any Series issued pursuant to this Twenty-Seventh Supplemental Resolution.
Section 3.05. Exchange and Transfer of Series 2013 Bonds. Series 2013 Bonds which
are delivered to the Treasurer for exchange may be exchanged for an equal total unpaid principal
amount of Series 2013 Bonds of the same Series and maturity but of different Authorized
Denominations.
Series 2013 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 General Resolution.
The Treasurer will not, however, be required to transfer or exchange any such Series
2013 Bond during the period beginning 15 days before the mailing of notice calling such Series
2013 Bond for redemption and ending on the date notice of redemption is mailed nor to transfer
or exchange any Series 2013 Bond which has been selected for redemption.
Section 3.06. Book-Entry Bonds.
(a)
Except as provided in subparagraph (c) of this Section 3.06, the registered owner
of all of the Series 2013 Bonds shall be DTC and the Series 2013 Bonds shall be registered in the
name of Cede & Co., as nominee for DTC. Payment of principal or interest for any Series 2013
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.
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(b)
The Series 2013 Bonds shall be initially issued in the form of a separate single
authenticated fully registered Series 2013 Bond for each separate stated maturity of the Series
2013 Bonds. Upon initial issuance, the ownership of all Series 2013 Bonds shall be registered on
the registration books of the City in the name of Cede & Co., as nominee ofDTC. The City may
treat DTC (or its nominee) as the sole and exclusive owner of the Series 2013 Bonds registered
in its name for the purposes of payment of the principal or redemption price of or interest on the
Series 2013 Bonds, respectively, selecting the Series 2013 Bonds or portions thereof to be
redeemed, giving any notice permitted or required to be given to Bondholders under the General
Resolution or this Twenty-Seventh Supplemental Resolution, registering the transfer of Series
2013 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 2013 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 2013 Bonds; any notice which is permitted or
required to be given to Bondholders under the General Resolution or this Twenty-Seventh
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 2013 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 2013 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 2013 Bonds,
respectively, to the extent of the sum or sums so paid. No person other than DTC shall receive
an authenticated Series 2013 Bond evidencing the obligation of the City to make payments of
principal of and premium, if any, and interest pursuant to the General Resolution or this TwentySeventh 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 TwentySeventh Supplemental Resolution shall refer to such new nominee ofDTC.
(c)
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 2013 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-Seventh Supplemental Resolution. If Bond certificates are issued, the
provisions of the General Resolution and this Twenty-Seventh 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
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make available one or more separate certificates evidencing the Series 2013 Bonds to any DTC
Participant having Series 2013 Bonds credited to its DTC account or (b) to arrange for another
securities depository to maintain custody of certificates evidencing the Series 2013 Bonds.
(d)
Notwithstanding any other provision of the General Resolution or this TwentySeventh Supplemental Resolution to the contrary, so long as any Series 2013 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 2013 Bond and all notices with respect to such
Series 2013 Bond shall be made and given, respectively, to DTC as provided in the
Representation Letter.
(e)
In connection with any notice or other communication to be provided to
Bondholders pursuant to the General Resolution and this Twenty-Seventh 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 3.07. Form of Series 2013 Bonds. The Series 2013 Bonds of each Series shall
be substantially in the following form, with such additions, deletions and modifications as shall
be necessary or appropriate to conform such form to the Attachment 1 related to each Series:
UNITED STATES OF AMERICA
STATE OF CALIFORNIA
CITY OF LOS ANGELES
WASTEW ATER SYSTEM REVENUE BOND,
[REFUNDING] SERIES 2013-[Add Series Designation]
No.

$-------Interest

Maturity Date

Dated Date

CUSIP

%
THIS 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 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 BOND.
REGISTERED OWNER:
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DOLLARS

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 and the Constitution of the State of California, promises to pay, from the sources
described in this 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 Bond.
This Bond is subject to redemption prior to its maturity date. The times, prices and
conditions under which this Bond may be redeemed are hereinafter described.
This Bond is authorized, issued and secured under the terms of that Wastewater System
Revenue Bonds General Resolution adopted by the Council of the City on November 10, 1987
and the terms of that Twenty-Seventh Supplemental Resolution Supplementing the Wastewater
System Revenue Bonds General Resolution, adopted by the Council on
, 2013. This
Bond is issued pursuant to Sections [54300 et seq.] [53570 et seq.] of the California Government
Code.
Additional provisions of this Bond are set forth on the following pages of this Bond.
Dated:
[CITY CLERK],
as duly Authorized AUTHENTICATING
AGENT FOR THE CITY OF LOS
ANGELES,
certifies that this is one of the Bonds referred
to in the General Resolution and TwentySeventh Supplemental Resolution referred to
herein.

By:

CITY OF LOS ANGELES

By:

_
[Mayor or City Administrative Officer]

_

[FORM ON FOLLOWING PAGES OF BOND]
1.
General Resolution: Twenty-Seventh
Supplemental Resolution: Source of
Payment. The Council of the City has on November 10, 1987 adopted a resolution captioned
"W ASTEW ATER SYSTEM REVENUE BONDS GENERAL RESOLUTION" (the "General
Resolution"), which provides that the City may from time to time issue wastewater system
revenue bonds and other forms of obligations and indebtedness under the terms thereof, and such
General Resolution pledges to the payment of all obligations issued or incurred under the terms
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thereof the "Revenues" of the City's wastewater system (the "System"), which Revenues are
defined as all revenues of the City's Sewer Construction and Maintenance Fund and revenues
otherwise attributable to the System, including, but not limited to, the 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 (as defined in the General Resolution) and those funds referred to
in the General Resolution as the Debt Service Fund, the Debt Service Reserve Fund and the
Emergency Fund; provided, however, that Revenues do not include: (1) any amount received
from the levy or collection of taxes; (2) amounts received under contracts or agreements with
governmental or private entities and designated for capital costs; (3) moneys received as grants
from the United States of America or from the State of California; (4) earnings received from the
investment of the Construction Funds; (5) the proceeds of borrowing; and (6) proceeds of
insurance.
In addition, the City pledges the following to secure bonds and other forms of obligations
and indebtedness issued under the General Resolution: (1) the Revenues held in the SCM Fund,
including the earnings on such Revenues, and (2) all moneys and securities held in the Debt
Service Reserve Fund, the Debt Service Fund (except as restricted by the General Resolution)
and the Construction Funds, all as described in the General Resolution.
All bonds, notes and other indebtedness, obligations or securities of any kind or class
issued or incurred pursuant to the terms of the General Resolution are referred to as "Bonds" and
are all equally and ratably secured by and payable from the Revenues and those funds described
in the preceding paragraph. The City has previously issued twenty-nine series of its Wastewater
System Revenue Bonds under the General Resolution (the "Prior Senior Bonds"). The Series of
Bonds of which this Bond constitutes a part is issued under the terms of the General Resolution
and a "TWENTY-SEVENTH
SUPPLEMENTAL RESOLUTION SUPPLEMENTING THE
WASTEWATER SYSTEM REVENUE BONDS GENERAL RESOLUTION" (the "TwentySeventh Supplemental Resolution") adopted by the Council on
,2013, is designated as
the "City of Los Angeles Wastewater System Revenue Bonds, [Refunding] Series 2013 [add
Series Designation]." All Bonds issued under the Twenty-Seventh Supplemental Resolution are
herein referred to as the Series 2013 Bonds. The Series 2013 Bonds [add Series designation] are
being issued for the purpose of [refunding all or a portion of the outstanding Commercial Paper
Notes issued under a resolution designated as the "W ASTEW ATER SYSTEM SUBORDINATE
REVENUE BONDS GENERAL RESOLUTION" (the "Subordinate General Resolution")
adopted by the City Council on March 26, 1991] [the City'S Refunded Senior Bonds] [the City's
Refunded Subordinate Bonds], and [paying the costs of improvements to the System,] to fund the
Reserve Fund and to pay the costs of issuance associated with the issuance of such bonds. The
Series 2013 Bonds are issued on a parity with and are payable from the same sources of funds as
all Prior Senior Bonds Outstanding.
Additional Bonds may be issued from time to time under the terms of the General
Resolution, and all such additional Bonds will be equally and ratably secured with the Series
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2013 Bonds and the Prior Senior Bonds in accordance with the Revenue Bond Law by the
Revenues and those funds described in the preceding paragraphs and will be payable from the
same source as the Series 2013 Bonds and the Prior Senior Bonds. 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 Bonds is only to the extent of the Revenues and amounts in the SCM Fund, the Debt
Service Fund, the Debt Service Reserve Fund and the Construction Fund (defined in the 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 Series 2013 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 Series 2013 Bonds or the premium, if any, of the interest thereon.
The security for the Bonds, the events that constitute Events of Default thereunder and
the remedies therefor are set forth in the General Resolution and the Twenty-Seventh
Supplemental Resolution, and holders of the Series 2013 Bonds are referred to the General
Resolution and the Twenty-Seventh Supplemental Resolution for description of those terms.
2.
Interest Rate. This Bond shall bear interest until its Maturity Date or earlier
redemption at the rate shown on the face of this Bond. Interest on overdue principal and, to the
extent lawful, all overdue interest will be payable at the rate on this Bond on the day before the
default occurred.
Interest on this Bond shall be calculated on the basis of a year of 360 days and twelve
30-day months.
3.
Interest Payment and Record Dates. Interest will be due and payable on this Bond
on December 1,2013, and each June 1 and December 1 [insert alternative dates if Attachment 1
so provides 1 thereafter 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 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. [insert alternative dates if Attachment 1 so provides 1

4.

Method of Payment. Holders must surrender Bonds to the Treasurer of the City
to collect principal except that with respect to Bonds which are Book-Entry Bonds (as defined in
the Twenty-Seventh Supplemental Resolution), the City may make other agreements for
payment of principal. Interest will be paid to the party who is, as of the Record Date, the
registered holder. If this Bond is not a Book-Entry Bond, as defined in the Twenty-Seventh
Supplemental Resolution, interest hereon will be paid by check mailed to the holder's registered
address, and, if this Bond is a Book-Entry Bond, interest will be paid as provided in Section 3.06
of the Twenty-Seventh 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 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.
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5.
Optional Redemption. [Insert Optional Redemption Terms from Attachment 1
related to such Series].
[The Series 2013 Bonds called for optional redemption shall be
designated by the City, or, absent such designation, shall be redeemed pro rata among maturities
and by lot within anyone maturity.] [If less than all of the Series 2013 Bonds of a maturity are
called for prior redemption, the particular Series 2013 Bonds or portions thereof to be redeemed
shall be selected by the City on a pro rata pass-through distribution of principal basis in
accordance with DTC procedures, provided that, so long as the Series 2013 Bonds are held in
book-entry form, the selection for redemption of such Series 2013 Bonds shall be made in
accordance with the operational arrangements of DTC then in effect, and, if the DTC operational
arrangements do not allow for redemption on a pro rata pass-through distribution of principal
basis, the Series 2013 Bonds will be selected for redemption, in accordance with DTC
procedures, by lot.]
6.
Mandatory Redemption of Series 2013 Bonds. [To be conformed to Mandatory
Redemption Terms from Attachment 1 related such Series]. The Series 2013 Bonds with a stated
Maturity Date of [June 1, ] will be subject to mandatory sinking fund redemption on [June I,
20_] and each June 1 thereafter in accordance with the terms of a mandatory sinking fund
redemption schedule set forth in the Twenty-Seventh Supplemental Resolution. The Series 2013
Bonds with a stated Maturity Date of [June I, 20_] will be subject to mandatory sinking fund
redemption on [June 1, 20~ and each June 1 thereafter to and including, [June 1, 20_], in
accordance with the terms of the following mandatory sinking fund redemption schedule:
Mandatory Sinking Fund
Payment Date (June I)

Mandatory Sinking Fund Payment Amount

7.
Notice of Redemption. At least 20 days before each date of redemption, the City
will give notice to each owner of a Series 2013 Bond to be redeemed at the owner's registered
address. Failure to give any required notice of redemption will not affect the validity of the call
for redemption of any Series 2013 Bond in respect of which no failure occurs. Any notice sent
as provided in the Twenty-Seventh Supplemental Resolution will be conclusively presumed to
have been given whether or not actually received by the addressee. Any redemption notice,
other than notice of redemption from mandatory sinking fund payments, may be rescinded by
written notice given by the City no later than one (1) Business Day prior to the date specified for
redemption. The City shall give notice of such rescission in the same manner, and to the same
persons, as notice of such redemption was given.
8.
Effect of Notice of Redemption. When notice of redemption is given, Series 2013
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 Series 2013 Bonds to
be redeemed will cease to accrue from and after the redemption date. Any notice given pursuant
to Section 7, other than notice of redemption from mandatory sinking fund payments pursuant to
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Section 6, may be rescinded by written notice given by the City no later than one (1) Business
Days prior to the date specified for redemption. The City shall give notice of such rescission in
the same manner, and to the same persons, as notice of such redemption was given pursuant to
Section 7.
9.
Denominations; Transfer; Exchange. The Series 2013 Bonds are available in
denominations of $5,000 and integral multiples of $5,000. A holder may transfer or exchange
Series 2013 Bonds in accordance with the General Resolution and the Twenty-Seventh
Supplemental Resolution.
The City may require a holder, among other things, to furnish
appropriate endorsements and transfer docnments and to pay any required taxes and fees
associated therewith. The City need not transfer or exchange any Series 2013 Bond for the
period beginning 15 days before mailing a notice of redemption of such Series 2013 Bond and
ending on the date the notice of redemption is mailed nor transfer or exchange any Series 2013
Bond which has been selected for redemption.
10.
Persons Deemed Owners.
the owner of it for all purposes.

The registered owner of this Bond shall be treated as

11.
Discharge Before Redemption or Maturity. If the City at any time irrevocably
sets aside money or Government Obligations as described in the 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 Bonds, and if the City also pays all other sums then payable
by the City under the General Resolution, the 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 Govermnent Obligations as described in the
General Resolution sufficient to pay at redemption or maturity principal of, premium, if any, and
interest on all or any portion of the outstanding Series 2013 Bonds, such 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 General Resolution except to the extent of the moneys and
securities set aside therefor.
12.
Amendment; Supplement; Waiver. The General Resolution, the Twenty-Seventh
Supplemental Resolution and the Series 2013 Bonds may be amended or supplemented, and any
past default or compliance with any provision may be waived, as provided in the General
Resolution. Any consent given by the owner of this Bond to any such action shall be irrevocable
and shall bind any subsequent owner of this Bond or any Bond delivered in substitution for this
Bond.
13.
Defaults and Remedies. The 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 Bond may be declared to be due and payable immediately on the terms set forth
in the General Resolution. Any such acceleration may be waived as provided in the General
Resolution.
Bondholders may not enforce the General Resolution or the Bonds except as
provided in the General Resolution, and, if credit enhancement has been provided for all or a
portion of the Bonds issued under the General Resolution, the provider or providers of such
credit enhancement may be able to direct the exercise ofremedies.
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14.
Authentication. This 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 Bond.
15.
Abbreviations.
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).
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[The form of assignment on the Series 2013 Bonds shall be substantially as follows: 1
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 Bond and all rights hereunder, and hereby irrevocably constitutes and appoints

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

_
Signed by:

NOTICE: The signature to this assignment must
correspond with the name as it appears on the face
of this 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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ARTICLE IV
REDEMPTION
Section 4.01. Notices to Bondholders.
Prior to the redemption of any Series 2013
Bonds, the City shall give notice to the holders of the Series 2013 Bonds to be redeemed as
provided in Section 4.03 of the General Resolution. Such notice shall be given by mail, at least
20 days and not more than 60 days before the redemption date, and shall be given to each owner
of a Series 2013 Bond to be redeemed. Each such notice shall be sent to the Beneficial Owner's
registered address.
In addition to the notice required by Section 4.03 of the General Resolution, if, at any
time, the Series 2013 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.
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 2013 Bonds,
or portions thereof being redeemed; (ii) the date of original issuance of the Series 2013 Bonds;
(iii) the rate of interest borne by the Series 2013 Bonds being redeemed; (iv) the maturity date of
the Series 2013 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 2013 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
System at http://emma.msrb.org/.

Board's

Electronic Municipal Market Access

Any notice given pursuant to this Section 4.01, other than notice of redemption from
mandatory sinking fund payments pursuant to Section 4.03, may be rescinded by written notice
given by the City no later than one (l) Business Day prior to the date specified for redemption.
The City shall give notice of such rescission in the same manner, and to the same persons, as
notice of such redemption was given pursuant to this Section.
Section 4.02. Optional Redemption of the Series 2013 Bonds. The Series 2013 Bonds
of any Series may be subject to optional redemption as set forth in the Attachment 1 related to
such Series. The Series 2013 Bonds of any Series shall be subject to optional redemption not
later than the tenth year following the date of issuance of such Series 2013 Bonds.

78720846.6

25

Section 4.03. Mandatory Sinking Fund Redemption of the Series 2013 Bonds. The
Series 2013 Bonds of any Series shall be subject to mandatory sinking fund redemption as set
forth in the Attachment I 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 2013 Bonds subject to such redemption, an aggregate principal amount of such
Bonds equal to the amount for such year as set forth in the table in the Attachment 1 hereto
related to such Series and shall call such Bonds or portions thereof in Authorized Denominations
for 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 2013 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 Section 4.03) and canceled and not theretofore applied as a credit against any
mandatory sinking fund redemption requirement. Each such Series 2013 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.

[Reserved].

Section 4.05.

[Reserved].

Section 4.06. Payment of Series 2013 Bonds Called for Redemption. Upon surrender to
the Treasurer, Series 2013 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 4.07. Selection of Series 2013 Bonds for Redemption; Series 2013 Bonds
Redeemed in Part. Series 2013 Bonds which 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 or as set forth in the Attachment 1 related to such Series. Series 2013
Bonds may be redeemed by lot within anyone maturity, in a manner the City shall deem
appropriate.
Upon surrender of a Series 2013 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 2013 Bond or Bonds of the same Series
and maturity equal in principal amount to the unredeemed portion of the Series 2013 Bond or
Bonds surrendered.
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ARTICLE V
APPLICATION OF PROCEEDS
Section 5.01. Application of Proceeds. The proceeds of the sale of any Series of Series
2013 Bonds received by the City shall be applied by the City for the following purposes and in
such amounts and in such manner as set forth in the Attachment 1 relating to such Series:
(i)
the amount needed to pay Costs of Issuance associated with the issuance of such
Series of Series 2013 Bonds shall be transferred to the Escrow Agent to be disbursed to pay the
Costs ofIssuance;
(ii)
the amount needed to defease or refund any Refunded Obligations shall be
transferred to the Escrow Agent(s) and held under the terms of the Escrow Agreement(s) or, ifso
provided in the related Attachment 1, in the case of the Commercial Paper Notes, transferred to
the Issuing and Paying Agent for the Commercial Paper Notes and deposited into the CP Debt
Service Fund and held under the terms of the Subordinate General Resolution;
(iii)
the amount of such proceeds designated to finance improvements to the System
shall be deposited in the 2013 Construction Fund of the related Series;
(iv)
the amount needed to cause the Reserve Fund to be funded at the Reserve Fund
Requirement as a result of the issuance of such Series of Series 2013 Bonds shall be deposited in
the Reserve Fund; and
(v)
any accrued interest or other amounts specified in the related Attachment 1 shall
be deposited into the Debt Service Fund for the Series 2013 Bonds.
Any amounts may be held temporarily by the Escrow Agent for the purposes set forth in
the General Resolution.
Notwithstanding the foregoing prOVISIOns of this Article V, the amount to be
"transferred" to the Escrow Agent(s) may be paid directly by the Underwriters to such Escrow
Agent(s) and, in such event, shall be deemed to have been received by the City and transferred to
such Escrow Agent(s).
If, upon the issuance of the Series 2013 Bonds of any Series, amounts held in the Reserve
Fund shall exceed the Reserve Fund Requirement, or amounts held in any other fund or account
related to any Refunded Obligation are no longer needed for payment of such Refunded
Obligation, any or all of such excess shall be transferred for application for the purpose of
refunding the Refunded Obligations or for such other purpose consistent with the Tax Certificate,
as set forth in Attachment 1 related to such Series.
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ARTICLE VI
FUNDS
Section 6.01. Construction Fund. The City will, by ordinance, create a separate fund
within the City Treasury, designated as the Wastewater System Revenue Bonds Construction
Fund, Series 2013 to pay Project Costs (the "2013 Construction Fund"), and the City shall, on
the date ofissuance of the Series 2013 Bonds, deposit proceeds of the Series 2013 Bonds into the
2013 Construction Fund as set forth in Section 5.01(c) above. Amounts in the 2013 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 2013 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, placed upon the use of
amounts in the 2013 Construction Fund shall not apply to systems, plants, works or undertakings
which result in conversion of solid waste to energy and reusable materials.
The City may use amounts in the 2013 Construction Fund to pay Project Costs either by
payment directly from the 2013 Construction Fund or by payment to the General Wastewater
System Revenue Bonds Construction Fund for use for the same purposes. A separate account
within the 2013 Construction Fund may be established for any Series of Series 2013 Bonds if
provided in Attachment 1 related to such Series.
Section 6.02. Debt Service Fund. The City will, by ordinance, create a separate fund for
each Series of the Series 2013 Bonds within the City Treasury designated as the "Wastewater
System Revenue Bonds Debt Service Fund, Series 2013-[insert Series designation]"
(collectively, the "2013 Debt Service Fund), which shall each be a Debt Service Fund as
provided in the General Resolution for the respective Series of Series 2013 Bonds. Amounts in
the 2013 Debt Service Fund shall be used to pay principal of, and interest and any premium on,
the applicable Series of Series 2013 Bonds as the same become due and payable.
Section 6.03. Costs ofIssuance Account. There is hereby authorized to be created under
the Escrow Agreement, a Costs ofIssuance Account. Amounts in the Costs ofIssuance Account
shall be used to pay Costs of Issuance. Any monies remaining in the Cost of Issuance Account
after payment of all Costs of Issuance shall be transferred to the 2013 Debt Service Fund.
ARTICLE VII
TAX COVENANTS
Section 7.01. Rebate Fund. The City hereby agrees that it will deliver and abide by the
Tax Certificate of any Series and that it will by ordinance create a "Wastewater System Revenue
Bonds Rebate Fund" for each Series of the Series 2013 Bonds (collectively, the "2013 Rebate
Fund"), which 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 2013 Rebate Fund shall be held and disbursed in
accordance with the ordinance creating such funds and with the Tax Certificate of any Series.
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Section 7.02. Tax Compliance.
(a)
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.
(b)
The City shall not use or permit the use of any proceeds of Series 2013 Bonds or
any other funds of the City held under this Twenty-Seventh Supplemental Resolution or the
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 Series 2013 Bond which is Tax-Exempt 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. [Reserved].
Section 7.04. Additional Actions. The City shall at all times do and perform all acts and
things permitted by law, the General Resolution and this Twenty-Seventh Supplemental
Resolution which are necessary or desirable in order to assure that interest paid on the Series
2013 Bonds 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
[RESERVED]
ARTICLE IX
AGENTS
Section 9.01. Appointment of 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 Escrow Agent for the purpose of accepting, holding, investing and
applying funds to be used to refund or refund the Refunded Obligations and to pay the Costs of
Issuance related to any Series of Series 2013 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
2013 Bonds.
Section 9.02. Resignation; Removal. Any entity at any time serving as Paying Agent,
Authenticating Agent and/or Registrar may resign anyone 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.
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Section 9.03. Replacement.
If the Paying Agent, Authenticating Agent or Registrar
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.
ARTICLE X
MISCELLANEOUS APPROVALS AND AUTHORIZA TrONS
Section 10.01. Findings Related to Negotiated Sale of the Series 2013 Bonds and
Selection of Professionals. 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 2013 Bonds would be undesirable and impractical and it is in the best financial interests of
the City to sell the Series 2013 Bonds through a negotiated salewith the Underwriters. Pursuant
to Section 371(e)(2) of the Charter, the Council hereby finds that due to the technical expertise
required for the performance of the professional and technical services necessary for the sale and
issuance of the Series 2013 Bonds, which services are of a temporary and occasional character,
the use of sealed competitive bidding for the selection of Bond Counsel, Disclosure Counsel,
Escrow Agent or financial advisors is not practicable or advantageous to the City.
Section 10.02. Approval of Escrow Agreements.
The City Administrative Officer is
hereby authorized to execute and enter into one or more Escrow Agreements with the Escrow
Agent in form and substance acceptable to Bond Counsel and the City Attorney with respect to
any Series of Series 2013 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( s) to be a valid and
binding obligation of the City.
Section 10.03. 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 each Series of Series 2013 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
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 0.50% of the
aggregate principal amount of the Series 2013 Bonds.
Section 10.04. Reserved.
Section 10.05. Official Statement.
The form of the preliminary Official Statement
relating to the Series 2013 Bonds (the "Preliminary Official Statement") submitted to this
meeting 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 2013 Bonds. Upon
approval of such additions and changes, whether material or otherwise, by the City
Administrative Officer, the Preliminary Official Statement for the Series 2013 Bonds shall be
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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 l5c2-l2 promulgated under the
Securities Exchange Act of 1934, as amended. The City Administrative Officer, for and on
behalf of the City, is hereby authorized to execute a final official statement for the Series 2013
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 the Series 2013 Bonds is hereby approved.
Section 10.06. 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-Seventh Supplemental Resolution, to authorize the Escrow Agent(s) to so subscribe, to
enter into cash flow agreements, debt service agreements, forward supply contracts and other
similar contractual obligations necessary or appropriate to effectuate the transactions
contemplated by this Twenty-Seventh Supplemental Resolution, to execute any documents
necessary to procure municipal bond insurance (if the City Administrative Officer, upon the
advice of the City's financial 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 2013
Bonds and those relating to the securities depository, and such other instruments as are necessary
or appropriate to consummate the transactions contemplated by this Twenty-Seventh
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. If the City procures municipal bond insurance for any Series of Series 2013
Bonds, any terms and conditions of such insurance may be included in the Attachment I for the
related Series, and such terms and conditions shall become a part of this Twenty-Seventh
Supplemental Resolution upon execution of such Attachment 1 by the City Administrative
Officer.
ARTICLE XI
MISCELLANEOUS
Section 11.01. Notices.
(a)
Any notice, request, direction, designation,
consent,
acknowledgment,
certification, appointment, waiver or other communication required or permitted by this TwentySeventh Supplemental Resolution or the Series 2013 Bonds shall be in writing except as
expressly provided otherwise in this Twenty-Seventh Supplemental Resolution or the Series
2013 Bonds.
(b)
Any notice or other communication, otherwise specified, shall be sufficiently
given and deemed given when delivered by hand or by Mail, addressed to the City at the address
provided in the General Resolution.
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(c)

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

Section.
(d)
The City shall give written notice to Moody's, S&P and Fitch if at any time
(i) payment of principal and interest on the Series 2013 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-Seventh 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 Moody's shall be addressed to Moody's Investors Service, 7 World Financial Center, New
York, New York 10007; 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
Moody's, S&P or Fitch, respectively, shall supply to the City.
Section 11.02. Limitation of Rights. Nothing expressed or implied in this TwentySeventh Supplemental Resolution or the Series 2013 Bonds shall give any person other than the
City and the Bondholders any right, remedy or claim under or with respect to this TwentySeventh Supplemental Resolution.
Section 11.03. Supplemental Resolution a Contract. This Twenty-Seventh Supplemental
Resolution (excluding Article X hereof), together with the General Resolution, is adopted by the
City for the benefit of the Bondholders and together they constitute a contract with the
Bondholders.
Section 11.04. Severability.
If any provision of this Twenty-Seventh Supplemental
Resolution shall be determined to be unenforceable, that shall not affect any other provision of
this Twenty-Seventh Supplemental Resolution.
Section 11.05. Reports to Bondholders. Under the terms of the General Resolution, the
City makes adequate provision for furnishing of financial information to the Bondholders and
hereby elects that the provisions of Section 54522 of the Revenue Bond Law relating to a
summary statement shall not apply to the Series 2013 Bonds.
Section 11.06. 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 11.07. Governing Law. This Twenty-Seventh Supplemental Resolution shall be
governed by and construed in accordance with the laws of the State.
Section 11.08. Captions. The captions in this Twenty-Seventh Supplemental Resolution
are for convenience only and do not define or limit the scope or intent of any provisions or
Sections of this Twenty-Seventh Supplemental Resolution.
Section 11.09. Continuing Disclosure. The City agrees that the City shall enter into a
Continuing Disclosure Certificate in order to undertake the 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

78720846.6

32

obligations under any such Continuing Disclosure Certificate for the Series 2013 Bonds.
Notwithstanding any other provision of the General Resolution or this Twenty-Seventh
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 2013 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 2013 Bonds covered by such Continuing Disclosure Certificate (including
persons holding such applicable Series 2013 Bonds covered by such Continuing Disclosure
Certificate through nominees, depositories or other intermediaries).
Section 11.10. Municipal Bond Insurance. If the City obtains a policy of municipal bond
insurance with respect to any Series of Series 2013 Bonds, the Attachment 1 for such Series may
contain such provisions relating to the payment of the bonds so insured and to the rights of the
bond insurer as required by the bond insurer and approved by the City Administrative Office, as
conclusively evidenced by the execution of such Attachment I.
Section 11.11. 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 2013 Bonds, or in connection with or related to any of the agreements or documents
referenced herein or to the refunding of the Refunded Obligations are hereby approved,
confirmed and ratified.
Section 11.12. Effective Date. This Twenty-Seventh Supplemental Resolution shall take
effect from and upon its adoption.

PASSED AND ADOPTED this __

78720846.6

day of

33

2013, by the following vote:

EXHIBIT A
FORM OF ATTACHMENT 1
WASTEWATER SYSTEM REVENUE BONDS,
[REFUNDING] SERIES 2013 [Add Series designation]
Maturity Schedule

Maturity (June 1)

Principal
Amount

Interest Rate

Price or Yield

CUSIP'

, CUSIP is a registered trademark of the American Bankers Association. CUSIP data herein is provided by CUSIP
Global Services, managed by Standard & Poor's Financial Services LLC 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. The City is not responsible for the selection or correctness of the CUSIP numbers set forth herein.

[insert Dated Dates and Record Dates, if required]
Mandatory Sinking Fund Payment Schedule
Mandatory Sinking Fund
Payment Date
(June I [or other dateD

Mandatory Sinking Fund Payment Amount

Optional Redemption Provisions
[To be inserted consistent with Section 4.02 hereof!
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Application of Series 2013 Bond Proceeds
The proceeds of the Series 2013 Senior Lien Bonds shall be applied as follows:
[To be inserted consistent with Section 5.01 hereof]
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I hereby certify that the provisions of this Attachment 1 are consistent with the TwentySeventh Supplemental Resolution and form a part thereof.
Dated: __

, 2013

CITY ADMINISTRATIVE OFFICER

By:
Assistant City Administrative Officer
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ATTACHMENT

1

[To be inserted when completed]

78720846.6

Attachment 1-1

ATTACHMENT A - EXHIBIT A
ESCROW AGREEMENT

Fulbright & Jaworski L.L.P. - Draft 03/21113

ESCROW AGREEMENT
between the

CITY OF LOS ANGELES
and

U.S. BANK NATIONAL ASSOCIATION,
as Escrow Agent

DATED AS OF MAY 1,2013
Relating to the Proceeds of

$

WASTEWATER

CITY O-=F--::::L--=O-=S-'A-::'N=-=GELES
SYSTEM SUBORDINATE REVENUE BONDS,
SERIES 2013-A
and
$_---

CITY OF LOS ANGELES
WASTEWATER SYSTEM REVENUE BONDS,
REFUNDING SERIES 2013-B
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ESCROW AGREEMENT
This ESCROW AGREEMENT, dated as of May 1, 2013 (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:
WITNES

SETH:

WHEREAS, pursuant to the Wastewater System Revenue Bonds General Resolution
dated November 10, 1987, as amended and supplemented from time to time (the "General
Resolution"), and the Twenty-Second Supplemental Resolution supplementing the General
Resolution (the "Twenty-Second Supplemental Resolution"), the City issued its Wastewater
System Revenue Bonds, Refunding Series 2003-B (the "Series 2003-B Bonds") in the original
aggregate principal amount of $225,510,000; and
WHEREAS, pursuant to the General Resolution and the Twenty-Third Supplemental
Resolution supplementing the General Resolution (the "Twenty-Third Supplemental
Resolution"), the City issued its Wastewater System Revenue Bonds, Refunding Series 2005-A
(the "Series 2005-A Bonds") in the original aggregate principal amount of $300,655,000; and
WHEREAS, the City has determined that it is beneficial to the City and its ratepayers to
refund (i) those Series 2003-B Bond maturities (or portions thereof) in the amounts set forth in
Schedule D hereto (the "Series 2003-B Refunded Bonds") and (ii) those Series 2005-A Bond
maturities (or portions thereof) in the amounts set forth in Schedule D hereto (the "Series 2005-A
Refunded Bonds" and, together with the Series 2003-B Refunded Bonds, the "Refunded
Bonds"); and
WHEREAS, the Series 2003-B Refunded Bonds are currently outstanding in the
aggregate principal amount of $
; and
WHEREAS, the Series 2005-A Refunded Bonds are currently outstanding
aggregate principal amount of $
; and

III

the

WHEREAS, the General Resolution provides that the "Bonds," as defined in the General
Resolution, and issued thereunder, shall, prior to the maturity thereof, 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 Bonds and the 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 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 Bonds with respect to which such deposit is made shall have
been paid or provision made for the payment thereof; and
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WHEREAS, the General Resolution provides that notwithstanding the foregoing
described provision, no deposit under clause (a)(ii) as set forth in the immediately preceding
paragraph shall be deemed a payment of any such Bonds unless the City has given notice or has
agreed to give notice in accordance with Section 4.03 of the General Resolution, as soon as
practicable, to the Owners of the Bonds with respect to which such deposit has been made and
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 Bonds and the City has given or has agreed to give proper and timely notice of the
redemption of those Bonds which are to be redeemed in advance of their maturity; and
WHEREAS, pursuant to the General Resolution, the City Treasurer has been appointed
the Paying Agent for the Refunded Bonds (the "Paying Agent"); and
WHEREAS, the City has issued $
of its Wastewater System Revenue Bonds,
Series 2013-A (the "Series 2013-A Bonds") for the purpose, among other purposes, of financing
improvements to the wastewater system of the City; and
WHEREAS, the City has issued $
of its Wastewater System Revenue Bonds,
Refunding Series 2013-B (the "Series 2013-B Bonds" and, together with the Series 2013-A
Bonds, the "Series 2013 Bonds") for the purpose, among other purposes, of refunding the
Refunded Bonds; and
WHEREAS, the Series 2013 Bonds are being issued under the terms of the General
Resolution and a Twenty-Seventh Supplemental Resolution adopted by the Council of the City
on April---> 2013 (the "Twenty-Seventh Supplemental Resolution"); and
WHEREAS, the City has determined that the Series 2003-B Refunded Bonds shall be
redeemed on June [24], 2013; and
WHEREAS, the City has determined that the Series 2005-A Refunded Bonds shall be
redeemed on June 1, 2015; and
WHEREAS, the Escrow Agent shall take any and all action necessary to transfer amounts
provided hereunder to the Paying Agent to payor 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.
Receipt of Documents and Confirmation of Book-Entl)' Status of the
Refunded Bonds. The Escrow Agent hereby acknowledges the receipt of a copy of the
verification report prepared by Grant Thornton LLP, independent certified public accountants, in
connection with calculations of the sufficiency of the funds and Government Obligations to be
used to pay when due the interest on and redemption price, if any, of the Refunded Bonds. The
City hereby confirms that all ofthe 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.
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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.
Payment of Bonds; Notice to Owners. The Escrow Agent is hereby
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 the
identity of the Paying Agent as needed by the Escrow Agent for purposes of making payments
hereunder.
(a)
The Escrow Agent shall pay from amounts held under this Escrow Agreement all
interest as it becomes due on the Refunded Bonds to and including the applicable
Redemption Dates.
(b)
The Refunded Bonds shall be redeemed on the applicable Redemption Dates and
at the Redemption Prices set forth on Schedule A.
(c)
The City hereby agrees, as soon as practicable, to give notice under Article VIII
of the General Resolution that the deposits have 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 4.03 of the General Resolution and in accordance
with the applicable Supplemental Resolutions relating to the Refunded Bonds. To implement
such agreement, the City hereby irrevocably directs the Escrow Agent to give the following
notices and the Escrow Agent agrees that it will:
(i)
mail by first-class United States mail, postage prepaid, to all owners of
the Series 2003-B Refunded Bonds, a notice in substantially the form of Attachment 1-2
to this Escrow Agreement on May _,2013, as soon as practicable after the receipt of the
Series 2013 Bond proceeds as described in Section 3 hereof;
(ii) mail by first-class United States mail, postage prepaid, to all owners of the
Series 2005-A Refunded Bonds, a notice in substantially the form of Attachment 2-1 to
this Escrow Agreement on May _, 2013, as soon as practicable after the receipt of the
Series 2013 Bond proceeds as described in Section 3 hereof;
(iii)
mail by first-class United States mail, postage prepaid, to all owners of
the Series 2005-A Refunded Bonds, a notice in substantially the form of Attachment 2-2
to this Escrow Agreement at least 30 days and not more than 60 days before June 1,
2015; and
(iv)
send each notice of redemption for the Refunded Bonds at least 32 days
before the applicable redemption date by telecopy, registered mail or certified mail or
overnight delivery service to The Depository Trust Company, 55 Water Street, New
York, NY 10041.
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Section 3.
Establishment of Escrow Account, Series 2003-B Subaccount,
2005-A Subaccount and Costs ofIssuance Account; Disposition ofInitial Deposits.

Series

(a)
There is hereby created and established with the Escrow Agent a special,
irrevocable escrow to be designated "Los Angeles Wastewater System Escrow Account, Series
2013" (the "Escrow Account") to be held, in trust, 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. Within the
Escrow Account there is hereby created and established a "Series 2003-B Subaccount" and a
"Series 2005-A Subaccount" (each a "Subaccount").
(b)
On the date of issuance of the Series 2013 Bonds, a portion of the proceeds of the
Series 2013-B Bonds shall be used to pay directly to the Escrow Agent the amount of
$
which, combined with the amounts released from the Debt Service Fund and
Debt Service Reserve Fund of $
received by the Escrow Agent on or about the date
of issuance of the Series 2013-B Bonds, equals $
. The Escrow Agent shall deposit to
each Subaccount the respective amounts set forth on Schedule B under "Deposit from Series
2013-B Proceeds." In addition, the amounts representing funds released from the Debt Service
Fund and Debt Service Reserve Fund attributable to each series of Refunded Bonds shall be
deposited into the respective Subaccount for such series as set forth on Schedule B.
On or about May_, 2013, the Escrow Agent received a "good faith" deposit in the
amount of $
(the "Good Faith Deposit"). The City hereby instructs the Escrow Agent
to transfer the Good Faith Deposit to the Escrow Account in the amount set forth in Schedule B
hereto concurrently with the issuance ofthe Series 2013 Bonds.
(c)
With respect to each Subaccount, the Escrow Agent is hereby directed to use the
amounts set forth on Schedule C to purchase on the date of issuance of the Series 2013 Bonds the
securities listed on such Schedules and to hold the amounts set forth on Schedule C in cash.
The securities listed on Schedule C hereto shall constitute the "Initial Government
Obligations" to be held by the Escrow Agent hereunder. Investments in mutual funds or unit
investment trusts are prohibited for amounts in the Escrow Account.
(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 Account, to pay to the
Paying Agent the interest on and the principal of and redemption premium, if any, on the
Refunded Bonds as provided in Section 4 hereof.
(e)
The Escrow Agent is hereby directed to establish an account designated as the
"Los Angeles Wastewater System Costs of Issuance Account, Series 2013" (the "Costs of
Issuance Account"). On the date of issuance of the Series 2013 Bonds, the Escrow Agent shall
deposit the sum of $
received from the purchasers thereof in the Escrow Account
and hold and administer such amount in accordance with the provisions of this Subsection 3(e) to
pay Costs ofIssuance (as defined in the Twenty-Seventh Supplemental Resolution) related to the
Series 2013 Bonds. The Escrow Agent shall hold such amounts in the Costs of Issuance
Account uninvested. The Escrow Agent shall disburse moneys in the Costs ofIssuance Account
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only upon a requisition, substantially in the form set forth in Attachment 3 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 Costs ofIssuance Account and that such amounts have not been the subject of
previous requisition. Upon the earlier of (A) May _,2014,
with respect to moneys for Costs of
Issuance in the Costs of Issuance Account, 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 draw and transfer to the City for deposit in the Wastewater System Revenue Bonds
Debt Service Fund, Series 2013 all remaining moneys in the Costs of Issuance Account, and
shall close the Costs ofIssuance Account.
(f)
The City acknowledges that to the extent regulations of the Comptroller of the
Currency or other applicable regnlatory 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.
Section 4.
Irrevocable Deposit; Express Trust. The escrow created hereby shall be
irrevocable, and all moneys, the Initial Government Obligations and any securities substituted
therefor in accordance with the terms of this Escrow Agreement held in the Escrow Account and
any reinvestment of amounts held hereunder shall be subject to the express trust created by this
Escrow Agreement until paid out, used and applied in accordance with this Escrow Agreement.
The deposits made pursuant to Section 3(b) 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 trust, 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 trust for, the payment of the principal, premium and interest on the Refunded
Bonds
Section 5.
Receipt of Funds. The Escrow Agent hereby acknowledges receipt of the
moneys described in Section 3(b) hereof and Schedule B, and acknowledges that with such
moneys it has purchased and received the securities listed on Schedule C hereto. 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.
Late Presentment of Bonds. If any Refunded Bonds shall not be presented
for payment on the Redemption Date, as soon as is practicable after such date on direction of the
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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.
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 trust, sufficient for the purpose of
redeeming the Refunded Bonds and available to pay the principal of and redemption premium, if
any, of such Refunded Bonds. All moneys or securities required by the provisions hereof to be
set aside or held in trust 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 trust. Upon such transfer to the City, any moneys and securities shall
be released from trust 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 redemption date and without any
interest thereon on or after the stated redemption date and the City shall be obligated to make
payment only from Revenues.
Section 7.
Destruction of Paid Bonds. All Refunded Bonds cancelled on account of
payment shall be destroyed in accordance with the General Resolution.
Section 8.
Waiver of Rights. The City hereby irrevocably waives any right it may
have to redeem any of the Refunded Bonds prior to the applicable Redemption Date.
Section 9.
Escrow Agent Fees; Indemnification.
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 Account, 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
indemuify 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
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 Account, 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 Account, or moneys on deposit in the Escrow Account, for the
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payment of fees and expenses for services rendered by Escrow Agent under this Escrow
Agreement or otherwise.
Section 10.

Escrow Agent Privileges; Immunities; Successors.

(a)
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.
(b)
The Escrow Agent shall not be liable for the accuracy of the calculations as to the
sufficiency of any moneys in the Escrow Account to pay the principal of and interest and
premium on the Refunded Bonds. So long as the Escrow Agent applies the funds held in the
Escrow Account 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.
(c)
In the event of the Escrow Agent's failure to account for any of the Escrow
Account or moneys received by it, said Escrow Account or moneys shall, nevertheless, be and
remain in trust for the holders of the Refunded Bonds or portions thereof, as herein provided.
(d)
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.
(e)
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.
(f)
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 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.
(g)
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.
(h)
The Escrow Agent shall not be responsible for any of the recitals or
representations contained herein, in the General Resolution, the Twenty-Seventh Supplemental
Resolution or in the Series 2013 Bonds.
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(i)
The Escrow Agent shall not be liable for any action or omission of the City under
the Escrow Agreement, the General Resolution or the Twenty-Seventh Supplemental Resolution
or otherwise.
G)
Whenever in the administration of the trust ofthe 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-Seventh Supplemental
Resolution pursuant to which the Series 2013-B 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.
(k)
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. No successor escrow agent shall be
appointed unless such successor escrow agent shall be a commercial bank or trust company, a
state or national banking association or any other corporation with trust powers which is rated at
least "Baa3/P3" by Moody's Investors Service ("Moody's").
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, trusts, 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
successor escrow agent all the estates, properties, rights, powers and trusts 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.
57040124.4
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Any corporation or association into which the Escrow Agent, or any successor to it and
the trusts 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 Account in accordance with
the terms hereof and shall be vested with all of the trusts, 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.
(I)
The Escrow Agent will provide the City with annual statements of the Escrow
Account maintained hereunder.
Section 11.
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 the General Resolution, and (ii) when the Escrow Agent closes the Escrow
Acconnt and the Costs of Issuance Account pursuant to Section 3(e) hereof. Any moneys or
securities held in the Escrow Acconnt at termination and not required for the payment of the
principal of premium, if any, or interest on 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 12.

Investment ofFnnds in the Escrow Account.

(a)
Except as otherwise provided in Section 3(b) and Section 4 hereof, amounts held
in the Escrow Account under this Escrow Agreement may be invested only in non-callable and
non-prepayable direct obligations of, or non-callable and non-prepayable obligations the full and
timely payment of the principal of and interest on which are unconditionally guaranteed by, the
United States. Those obligations described in the preceding sentence are herein referred to as
"Government Obligations."
(b)
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 Account and reinvest the proceeds thereof, together with the
other moneys held in the Escrow Acconnt in Government Obligations, and may release to the
City the excess amount then resulting in the Escrow Account 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 Account, will be
sufficient without reinvestment to pay interest on the Refunded Bonds and to redeem and
pay the redemption premium on the Refunded Bonds as provided in Section 3 hereof; and
(ii)
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 General Resolution, or the Series 2013-B Bonds to be "arbitrage bonds"
57040124.4
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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.
(c)
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 Account
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:
(i)
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 l2(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 General Resolution or the Series 2013-B 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 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.
(d)
In addition to the requirements and restrictions set forth above in Subsection
l2(c), if the Refunded Bonds then carry a rating assigned by Moody's and/or Standard & Poor's
57040124.4
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on the basis of the security provided by the Escrow Account, 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 Account 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.
Section 13.
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 General Resolution or the Series 2013-B 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
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 Account, which account shall be held solely
for the purpose set forth in Section 3 ofthis Escrow Agreement.
Section 15.
Incotporation of Definitions in the General Resolution. Capitalized terms
used herein and not otherwise defined shall have the meanings given to them in the General
Resolution.
Section 16.
Amendments or Supplements.
This Escrow Agreement may not be
amended or supplemented after the execution and delivery hereof except to the extent required to
obtain a "Aaa" rating from Moody's and/or a "AAA" rating from Standard & Poor's with respect
to the Refunded Bonds; provided, that each of the following shall be a condition to the execution
and delivery of any such amendment or supplement (I) if Moody's or Standard & Poor's is then
maintaining a rating on the Refunded Bonds on the basis of the security provided by the Escrow
Account, then such rating agency must have received a copy of such amendment or supplement
and have notified the City that such amendment or supplement will not cause the rating then
being maintained to be reduced or withdrawn and (2) 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 General
Resolution or the Subordinate General Resolution or the Series 2013-B 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.
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Section 17.
Severability. If anyone or more of the covenants or agreements to be
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. If any
provisions of this Escrow Agreement shall be deemed by a court of competent jurisdiction to be
unenforceable, the City shall promptly notify Moody's at 7 World Trade Center, New York, NY
10007, and Standard & Poor's at 55 Water Street, New York, New York 10041, and any other
rating agency at the time maintaining a rating on the Refunded Bonds.
Section 18.
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.

[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

Assistant City Administrative Officer
Attest:
JUNE LAGMA Y, City Clerk

By:

_
Deputy City Clerk

Approved as to form:
CARMEN A. TRUTANICH, City Attorney

By:

----~~----~~----------Assistant City Attorney
U.S. BANK NATIONAL ASSOCIATION,
as Escrow Agent

By:
Authorized Officer
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SCHEDULE

A

REDEMPTION DATES AND REDEMPTION PRICES
Series of
Refunded Bonds

Maturity
Date

Interest
Rate

Par Amount
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Schedule A-I

Redemption
Date

Redemption
Price

SCHEDULEB
DEPOSITS TO SUBACCOUNTS

Subaccount

Deposit from
Series 2013
Bond Proceeds

Portion of Good
Faith Deposit

Series 2003-B Subaccount
Series 2005-A Subaccount
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Amounts Released
from Refunded
Bond Funds

Total Deposit
to Subaccount

SCHEDULEC
INITIAL GOVERNMENT OBLIGATIONS
Escrow Securities

Type

Maturity
Date
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Schedule C-l

Total
Principal
Amount

Interest
Rate

SCHEDULED
Series 2003-B Refunded Bonds

Maturity Date
(June 1)

Principal
Amount
Outstanding

Interest
Rate

Refunded
Amount

Unrefunded
Amount

Series 2005-A Refunded Bonds

Maturity Date
(June 1)

Principal
Amount
Outstanding

Interest
Rate
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Schedule D-l

Refunded
Amount

Unrefunded
Amount

ATTACHMENT 1-1
RESERVED
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ATTACHMENT

1-2

Form of Notice of Redemption
NOTICE OF REDEMPTION
THE CITY OF LOS ANGELES
WASTEWATER SYSTEM REVENUE BONDS,
REFUNDING SERlES 2003-B

The City of Los Angeles hereby gives notice to the owners of the bonds described above,
that a portion of such bonds will be redeemed on June 1,2013.
The following information is hereby provided with respect to such redemption:
(1)

The redemption price shall be 100% of the principal amount of the bonds
redeemed.

(2)

To receive payment of the redemption price, bonds described above must
be presented to --

By Mail:
U.S. Bank National Association, as Paying Agent, c/o [U.S. Bank
Corporate Trust Services, Attn: Original Issuance, P.O. Box 64111, St. Paul, MN 55164-0111];
By Hand:
U.S. Bank National Association, as Paying Agent, c/o [U.S. Bank
Corporate Trust Services, Attn: Original Issuance, 2nd Floor, 60 Livingstone Avenue, St. Paul,
MN 55107];
and 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.
(3)

The CUSIP numbers of the bonds to be redeemed are:
Maturity (June I)
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CUSIPNo.

(4)

On June _,

Notice given by mailing this __

2013, the bonds described above will cease to bear interest.
day of

2013.
CITY OF LOS ANGELES

cc: Paying Agent
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ATTACHMENT

2-1

NOTICE OF DEFEASANCE
OF THE CITY OF LOS ANGELES W ASTEW ATER SYSTEM
REVENUE BONDS, .REFUNDING SERIES 2005-A

The City of Los Angeles, California (the "City") hereby gives notice to the holders of the
bonds described above that:
(1)
On May _, 2013 there was deposited with U.S. Bank National
Association, as escrow agent, funds that have been irrevocably set aside to pay the
principal of, interest on and redemption premium, if any, on those The City of Los
Angeles Wastewater System Revenue Bonds, Refunding Series 2005-A (the "Series
2005-A Bonds") with the stated maturities and in the stated amounts as set forth below
(the "Refunded Bonds"):
Original CUSIP
(Base: 544652)

MaturityDate
(June 1)

InterestRate

Principal
Amount
Outstanding*

Refunded
Amount

Refunded
CUSIP
(Base: )

Unrefunded
Amount

Unrefunded
CUSIP
(Base:

)

Total

All Refunded Bonds bearing the CUSIP numbers listed above MUST BE SUBMITTED
AT THIS TIME, and Refunded Bonds in the same principal amount, rate and maturity with the
new CUSIP number will be returned. The Original CUSIP numbers will no longer be valid
CUSIP numbers and will not be recognized by the Paying Agent. Please submit the Refunded
Bonds identified above in one ofthe following manners:
By Registered or Certified Mail
U.S. Bank Corporate Trust Services
Attn: Original Issuance
P.O. Box 64111
St. Paul, MN 55164-0111

By Hand or Overnight Mail
U.S. Bank Corporate Trust Services
Attn: Original Issuance, 2nd Floor
60 Livingstone Avenue
St. Paul, MN 55107

Phone: (800) 934-6802 (Bondholder Customer Service)
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Upon submission of Series 2005-A Bonds defeased in part at one of the addresses stated
herein, a new Series 2005-A Bond of the same maturity and equal in aggregate principal amount
to the refunded portion of the Series 2005-A Bond presented will be issued reflecting the
refunded CUSIP, as well as a new Series 2005-A Bond of the same maturity equal in aggregate
principal amount to the non-refunded portion of the Series 2005- A Bond presented, reflecting the
non-refunded CUSIP.
(2)
As a result of such deposit, the Refunded Bonds are deemed to be no
longer outstanding under the terms of the General Resolution pursuant to which such
Refunded Bonds were issued.
(3)
Interest will be earned through June 1,2015, and paid on June 1,2015 (or
if such day is not a Business Day then on the next Business Day), from government
obligations purchased with the deposited funds, the earnings thereon and the cash held
under the escrow agreement.
(4)
All of the Refunded Bonds will be redeemed on June 1,2015 (or if such
day is not a Business Day then on the next Business Day) at a redemption price of 100%
of the principal amount thereof.
CITY OF LOS ANGELES
Notice given by mailing this __

day of

2013.

57040124.4

Attachment 2-1-2

ATTACHMENT

2-2

Form of Notice of Redemption
NOTICE OF REDEMPTION
THE CITY OF LOS ANGELES
WASTEWATER SYSTEM REVENUE BONDS,
REFUNDING SERIES 2005-A

The City of Los Angeles hereby gives notice to the owners of the bonds described above,
that a portion of such bonds will be redeemed on June 1, 2015.
The following information is hereby provided with respect to such redemption:
(1)

The redemption price shall be 100% of the principal amount of the bonds
redeemed.

(2)

To receive payment of the redemption price, bonds described above must
be presented to --

By Mail:
U.S. Bank National Association, as Paying Agent, c/o [U.S. Bank
Corporate Trust Services, Attn: Original Issuance, P.O. Box 64111, St. Paul, MN 55164-0111];
By Hand:
U.S. Bank National Association, as Paying Agent, c/o [U.S. Bank
Corporate Trust Services, Attn: Original Issuance, 2nd Floor, 60 Livingstone Avenue, St. Paul,
MN 55107];
and 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.
(3)

The CUSIP numbers of the bonds to be redeemed are:
Maturity (June 1)
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CUSIPNo.

(4)

On June 1, 2015, the bonds described above will cease to bear interest.

Notice given by mailing this __

day of

2015.
CITY OF LOS ANGELES

cc: Paying Agent
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ATTACHMENT 3
[FORM OF WRITTEN REQUISITION]
Wastewater No.
$-;;-:c----:--

City of Los Angeles
Wastewater System Revenue Bonds,
Series 2013-A

$.-=---:--

City of Los Angeles
Wastewater System Revenue Bonds,
Refunding Series 2013-B

REQUISITION FOR COSTS OF ISSUANCEAccount No.
_
The undersigned Authorized City Representative hereby states and certifies that:
(i)
U.S. BankNational Association, as escrow agent ("Escrow Agent") under
that certain Escrow Agreement (the "Escrow Agreement"), dated as of May 1, 2013, by
and between the City of Los Angeles (the "City") and the Escrow Agent, is hereby
requested to pay the payees from the Costs of Issuance Account 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 listed
below:
Payee

Purpose/Contract

Amount

(ii)
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;
(iii)
Requisition;

no amounts as set forth in this Requisition will be included in any other

(iv) the amounts remammg in the Costs of Issuance Account will, after
payment of the amounts set forth above, be sufficient to pay all remaining Costs of
Issuance as currently estimated; and
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(v)
the total amount to be paid under this requisition is ~
amount shall be paid to the payees indicated in paragraph (i) above.

and such

CITY OF LOS ANGELES

By: __

--:---:---:---:-=:--::::- __

----,

Authorized City Representative

Date:

,20_
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ATTACHMENT A - EXHIBIT B
BOND PURCHASE AGREEMENT

$

CITY
Wastewater

O:-CF=-=L=-O=-S=--A=-=NC=G·ELES
System Revenue Bonds,
Series 2013-A

CITY

s

O=-=F::"CL::-O::-S=-A-'-:N=-=-G=ELES

Wastewater System Revenue Bouds,
Refunding Series 2013-B

CONTRACT OF PURCHASE
,2013
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 (hereinafter called the "Underwriters") offer 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 5:00 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.
1.

Purchase and Sale.

(a)
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 hereby agrees to sell all (but not less than all) of its $
Wastewater System
Revenue Bonds, Series 2013-A (the "Series 2013-A Senior Lien Bonds") and the $_-,-,-__ -,-City of Los Angeles Wastewater System Revenue Bonds, Refunding Series 2013-B (the "Series
2013-B Senior Lien Bonds" and, together with the Series 2013-A Senior Lien Bonds, the "Series
2013 Senior Lien Bonds"). The Series 2013 Senior Lien 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 I hereto, such interest being payable on June 1 and December I of each year, commencing
December I, 2013. The Series 2013 Senior Lien Bonds are subject to redemption as set forth in
Schedule I hereto. The purchase price for the Series 2013 Senior Lien Bonds shall be
$
, representing the aggregate principal amount of the Series 2013 Senior Lien
Bonds, plus a net original issue premium of $
, less the Underwriters' discount of
$_---(b)
Simultaneously with the execution of this Contract of Purchase, the Underwriters
have delivered the amount of $
in the form of a wire transfer to U.S. Bank National
Association, as escrow agent (the "Escrow Agent"), who will hold such funds for the account of the
City pursuant to a Custody Agreement between the City and the Escrow Agent, as a security deposit
for the performance by the Underwriters of their obligation to accept and pay for the Series 2013
Senior Lien Bonds at the Closing as provided in Section 8 herein. Upon the acceptance of this offer
by the City, such security deposit and the proceeds thereof may be invested by the Escrow Agent 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 payable by the
Underwriters at Closing. If the City fails to deliver the Series 2013 Senior Lien Bonds at the
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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
deposit ($
) shall be immediately returned by the Escrow Agent to the Underwriters. If
the Underwriters fail (other than for a reason permitted hereunder) to accept and pay for the Series
2013 Senior Lien Bonds upon tender thereof by the City at the Closing as herein provided, the
amount of such security deposit (including any interest earning thereon) shall be retained by the
Escrow Agent 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 Escrow Agent 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 2013 Senior Lien Bonds upon
tender thereof by the City at the Closing would be extremely difficult or impracticable to ascertain
and that the amount of the 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.
(c)
The City has delivered or caused to be delivered to the Underwriters the City's
preliminary official statement dated
, 2013 relating to the Series 2013 Senior Lien 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 ISc2-l2 ("Rule ISc2-l2"), except for certain information permitted
to be omitted by said Rule. The Series 2013 Senior Lien Bonds are being offered pursuant to the
City's final official statement relating to the Series 2013 Senior Lien Bonds, dated
, 2013,
(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 ISc2-12, 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.
(d)
The City acknowledges and agrees that (i) the primary role of the Underwriters, as
underwriters, is to purchase the Series 2013 Senior Lien Bonds, for re-sale to investors pursuant to
this Contract of Purchase is 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, municipal and other
advisors to the extent it has deemed appropriate.
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2.
The Series 2013 Senior Lien Bonds. The Series 2013 Senior Lien Bonds are being
issued by the City pursuant to the Charter of the City of Los Angeles (the "City Charter"), California
Government Code Sections 54300 et seq. (as amended and supplemented, the "Revenue Bond
Law"), and California Government Code Sections 53570 et seq. (as amended, the "Refunding Law").
The Series 2013 Senior Lien Bonds are also issued pursuant to the Wastewater System Revenue
Bonds General Resolution, adopted by the Council of the City (the "City Council") on November 10,
1987, as amended and supplemented (the "General Resolution"), including as amended and
supplemented by the Twenty-Seventh Supplemental Resolution, adopted by the City Council on
April 9, 2013.
The proceeds of the Series 2013 Senior Lien Bonds, together with certain available monies of
the City, will be used to (i) finance the construction and improvement of the Wastewater System, (ii)
refund the Refunded Bonds and CP Notes, (iii) fund a deposit to the Reserve Fund, and (iv) pay
certain costs of issuing the Series 2013 Senior lien Bonds.
3.
Authoritv.
Merrill Lynch, Pierce, Fenner & Smith Incorporated (the
"Representative") has been duly authorized to execute this Contract of Purchase on behalf of the
other Underwriters and has been duly authorized to act hereunder by and on behalf of the other
Underwriters.
4.
Offering. It shall be a condition to the City's obligations to execute and deliver the
Series 2013 Senior Lien Bonds to the Underwriters and to the Underwriters' obligations to purchase,
to accept delivery of and to pay for the Series 2013 Senior Lien Bonds that the entire $__
aggregate principal amount of the Series 2013 Senior Lien Bonds shall be so executed and delivered
by the City and purchased, accepted and paid for by the Underwriters at the Closing. The
Underwriters agree to make a public offering of all of the Series 2013 .Senior Lien Bonds at not in
excess of the initial public offering prices or less than the yields set forth on the inside cover page of
the Official Statement and on Schedule I hereto.
5.
Official Statement. Deliverv 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 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.
6.

Use of Documents.

(a)
The City authorizes the use by the Underwriters of the Official Statement (including
any supplements or amendments thereto and including in electronic format), and the information
therein contained, in connection with the public offering and sale of the Series 2013 Senior Lien
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 2013 Senior Lien Bonds.
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(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.
7.
Representations and Agreements of the City.
warrants as of the date hereof and agrees as follows:

The City hereby represents and

(a)
The City is a charter city and municipal corporation duly organized and validly
existing under the laws of the State of California.
(b)
The City has the full legal right, power and authority to (i) adopt the General
Resolution and enter into the Continuing Disclosure Certificate, the Escrow Agreements relating to
the Refunded Bonds between the City and the Escrow Agent (the "Escrow Agreements"), this
Contract of Purchase and any other documents executed by the City in connection with the Series
2013 Senior Lien Bonds (the "City Documents"); (ii) to sell, issue and deliver the Series 2013 Senior
Lien Bonds to the Underwriters as provided herein and (iii) to carry out and consummate the
transactions on its part contemplated by the City Documents.
(c)
An ordinance of the City (the "Ordinance") relating to the Series 2013 Senior Lien
Bonds was duly adopted by the City Council at a meeting which was held on April 9, 2013 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 was or will be
properly published and will become effective upon publication.
(d)
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 ofthe Series 2013 Senior Lien Bonds, and (v) the performance
by the City of the obligations on its part contained in the City Documents and the consummation by
it of all other transactions contemplated by the City Documents in connection with the issuance of
the Series 2013 Senior Lien Bonds. In connection with the issuance of the Series 2013 Senior Lien
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 General Resolution, the
Continuing Disclosure Certificate and this Contract of Purchase.
(e)
The Series 2013 Senior Lien Bonds, the General Resolution and the Continuing
Disclosure Certificate conform in all material respects to the descriptions thereof contained in the
Official Statement.
(f)
At or prior to the Closing, the General Resolution shall have been duly adopted by
the City Council and this Contract of Purchase, the Series 2013 Senior Lien Bonds and the
Continuing Disclosure Certificate shall have been duly executed by the City and 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.
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(g)
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, and, except as contemplated by the Official Statement, there shall not have been
any material adverse change in the condition, financial or physical, of the System other than changes
in the ordinary course of business.
(h)
The City is not 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 2013 Senior Lien 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 General Resolution and
the execution and delivery ofthis Contract of Purchase and the Continuing Disclosure Certificate and
the performance by the City of its obligations under the General Resolution, this Contract of
Purchase and the Continuing Disclosure Certificate will not 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 2013
Senior Lien 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.
(i)
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-Seventh Supplemental
Resolution) to their respective offices; (ii) seeking to prohibit, restrain or enjoin the adoption of the
General Resolution, the issuance or delivery of the Series 2013 Senior Lien Bonds, or application of
the proceeds of sale of the Series 2013 Senior Lien Bonds, or in any way contesting the validity of
the General Resolution, the Ordinance, the Series 2013 Senior Lien Bonds, the Continuing
Disclosure Certificate or this Contract of Purchase, or the tax-exempt status of interest due with
respect to the Series 2013 Senior Lien Bonds or any authority for the execution and delivery of the
Series 2013 Senior Lien 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 necessary to make the
statements made therein, in light of the circumstances under which they were made, not misleading.
(j)
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, and the Debt Service Fund.
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(k)
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 2013 Senior Lien 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 2013 Senior Lien 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 2013
Senior Lien 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.
(I)
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 2013 Senior Lien 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 2013 Senior Lien 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.
(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 bookentry 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.
(n)
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, the book-entry system or
any bond insurer.
(0)
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, the bookentry system or any bond insurer.
(p)
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
6
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shall occur 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.
(q)
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 2013 Senior Lien Bonds.
(r)
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.
(s)
The City is not in default and [[at no time in the past ten years Jl has been in default
with respect to any obligations incurred by it of a character similar to the Series 2013 Senior Lien
Bonds.
(t)
The financial statements of, and other financial information regarding the City in the
Official Statement fairly present the financial position and results 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, and
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 Issuer or in its operations since
June 30, 2012 and there has been no occurrence, circumstance or combination thereof which is
reasonably expected to result in any such materially adverse change
(u)
During the last five years, the Issuer has not failed to materially comply with any
previous undertaking relating to continuing disclosure of information pursuant to Rule l5c2-12.
8.
Closing. At 9:00 a.m., Los Angeles time, on
,2013, 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 2013
Senior Lien 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 2013 Senior Lien Bonds as set
forth in Paragraph I(a) hereof by delivering federal or other immediately available funds in the
amount of such purchase price to the City. The City shall deliver to the Underwriters the other
documents hereinafter mentioned at the offices of Fulbright & Jaworski L.L.P. 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 2013 Senior
Lien 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 ofDTC;
there shall be one (1) typewritten bond for each maturity of the Series 2013 Senior Lien Bonds (and,
if Series 2013 Senior Lien Bonds of the same maturity bear interest at different rates, for each Series
2013-A Bond of such maturity bearing interest at a different rate) and the Series 2013 Senior Lien
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Bonds shall be made available for inspection by the Underwriters at least one business day prior to
the Closing.
9.
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 2013 Senior Lien
Bonds and shall also be subject to the following further conditions:
(a)
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 ofthe Closing.
(b)
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.
(c)

At or prior to the Closing, the Underwriters shall receive the following documents:

(l)
The Official Statement and each supplement or amendment, if any, thereto,
executed on behalf of the City by an Authorized City Representative;
(2)
A certified copy of the General 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;
(3)
The opinion of Fulbright & Jaworski L.L.P, 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;
(4)
The opinion of Fulbright & Jaworski L.L.P, Bond Counsel, dated the date of
the Closing and addressed to the Underwriters, in substantially the form set forth in Exhibit A hereto;
(5)
The opinion of Fulbright & Jaworski L.L.P, Bond Counsel, dated the date of
the Closing and addressed to the City, the Trustee and the Underwriters, to the effect that the
Refunded Bonds have been defeased in accordance with the General Resolution;
(6)
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;
(7)
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;
8
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(8)
.Evidence reasonably satisfactory to the Underwriters that, as of the date of
Closing, the rating on the Series 2013 Senior Lien Bonds are "_" by Standard & Poor's Rating
Services, "_" by Fitch Ratings and "_"
by Moody's Investors Service, Inc.;
(9)
The opinion of Hawkins Delafield & Wood 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;
(10)
The opinion of Stradling Y occa Carlson & Rauth, a Professional
Underwriters' Counsel, dated the date of Closing and addressed to the Underwriters,
substance satisfactory to the Underwriters

Corporation,
in form and

mathematical

(11)
A report of Grant Thornton LLP stating that the firm has verified the
accuracy of certain computations relating to the defeasance of the Refunded Bonds;

contemplated

(12)
Two transcripts
hereunder; and

of all proceedings

of the City relating to the transactions

(13)
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 2013 Senior Lien 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
substance reasonably satisfactory to the Representative.

referred

to above shall be in form and

10.
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 2013 Senior Lien Bonds by notifying the City of the Underwriters' election to do so if, after
the execution hereof and prior to the Closing:
(a)
the marketability of the Series 2013 Senior Lien 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
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 City 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 2013 Senior Lien
Bonds;
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(b)
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
2013 Senior Lien Bonds or the market price thereof;
(c)
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 2013 Senior Lien Bonds or the
market price thereof;
(d)
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 2013 Senior Lien Bonds;
(e)
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;
(f)
an event described in subparagraph (P) of paragraph 7 shall have occurred 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;
(g)
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 2013 Senior Lien 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 Indenture 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
(h)
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.
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11.

Expenses.

(a)
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 2013 Senior Lien 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 2013 Senior
Lien 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.
(b)
The Underwriters shall pay their own expenses including but not limited to the fees
and disbursements of any attorneys retained by the Underwriters and any fees of the California Debt
and Investment Advisory Commission.
12.
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
Siebert Brandford Shank & Co., L.L.C.
.
13.
Governing Law; Venue. This Agreement was made and entered into in the City of
Los Angeles and shall be governed by, interpreted and enforced in accordance with the laws of the
State of California and the City of Los Angeles, 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.
14.
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 2013 Senior Lien 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.
15.
Effective Date. This Contract of Purchase shall be effective upon the execution
hereofby the Representative, on behalf of the Underwriters, and the City.
16.
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.
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17.
End of Underwriting Period. The term "end of the underwriting period" referred to in
paragraphs 7(0) and (p) of this Contract of Pnrchase shall mean the later of such time as (i) the City
delivers the Series 2013 Senior Lien Bonds to the Underwriters or (ii) the Underwriters do not retain
an unsold balance of the Series 2013 Senior Lien 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.
18.
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.
19.
Representations, Warranties and Agreements to Survive Delivery.
The
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 2013 Senior Lien Bonds.
20.
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.

[Signatures appear on next page. J
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Very truly yours,
Siebert Brandford Shank & Co., L.L.c.
[CO-MANAGERS]

=-~~~~~~~~
_

By: __ ~ __
Siebert Brandford Shank & Co., L.L.C.,
as Representative of the Underwriters
Agreed and Accepted:
This _th day of

,2013

CITY OF LOS ANGELES
By:
Name:
Title:

_
_
_

ATTEST:
June Lagmay, City Clerk

By:

-=-

_

Deputy

APPROVED AS TO FORM
This _th day of April, 2013
CARMEN A TRUTANICH
City Attorney

By: __

~-~----------Assistant City Attorney
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SCHEDULE I
Maturity Schedule
$
Maturity Date
(June 1)

Series 2013 Senior Lien Bonds
Principal
Amount

Interest
Rate

REDEMPTION

PROVISIONS
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EXHIBIT A
FORM OF SUPPLEMENTAL

OPINION

[Closing Date]

$
$
CITY O:O-::F:-:::L-:::O-;:-S-:-AC:-:;N"::;-GELES
CITY O=-F=-L::-O;::-:S::-A7:N:-::-G=ELES
Wastewater System Revenue Bonds,
Wastewater System Revenue Bonds,
Series 2013-A
Refunding Series 2013-B
Ladies and Gentlemen:
We have acted as bond counsel to the City of Los Angeles (the "City") in connection with the
issuance of $
Wastewater System Revenue Bonds, Series 2013-A (the "Series
2013-A Senior Lien Bonds") and the
City of Los Angeles Wastewater System
Revenue Bonds, Refunding Series 2013-B (the "Series 2013-B Senior Lien Bonds" and, together
with the Series 2013-A Senior Lien Bonds, the "Series 2013 Senior Lien Bonds"). The Series 2013
Senior Lien Bonds are being issued by the City pursuant to the Charter of the City of Los
Angeles (the "City Charter"), California Government Code Sections 54300 et seq. (as amended
and supplemented, the "Revenue Bond Law"), and California Government Code Sections 53570
et seq. (as amended, the "Refunding Law"). The Series 2013 Senior Lien Bonds are also issued
pursuant to the Wastewater System Revenue Bonds General Resolution, adopted by the Council
of the City (the "City Council") on November 10, 1987, as amended and supplemented (the
"General Resolution"), including as amended and supplemented by the Twenty-Seventh
Supplemental Resolution, adopted by the City Council on April 9, 2013.
The Bonds are being sold by the City on the date hereof pursuant to that Contract of
Purchase, dated
_, 2013, by and between the City and Siebert Brandford Shank & Co.,
L.L.C. as representative of itself and [CO-MANAGERS] (collectively, the "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
_, 2013, relating to the Series 2013 Senior Lien Bonds (such Official
Statement in the form prepared for use by the Underwriters in confirming sales of the Series 2013
Senior Lien Bonds being hereinafter referred to as the "Official Statement"). 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
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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:
I.
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 (the "State"); provided,
however, that no opinion is expressed with respect to any indemnification, contribution, penalty,
choice of law, choice of fonun 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 2013 SENIOR LIEN BONDS," "SECURITY AND SOURCES
OF PAYMENT FOR THE SERIES 2013 SENIOR LIEN BONDS," "TAX MATTERS" and
Appendices [[B, C and F]], insofar as such statements expressly summarize certain provisions of the
Series 2013 Senior Lien Bonds, the General Resolution, and our opinion concerning certain tax
matters relating to the Series 2013 Senior Lien Bonds, are accurate in all material respects, 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 bookentry system. References to the Official Statement are to the document examined by us at the
delivery of the Series 2013 Senior Lien Bonds and not to any physical or electronic reproduction
other than a true copy thereof.
3.
The Series 2013 Senior Lien Bonds are not subject to the registration requirements of
the Securities Act of 1933, as amended, and the General Resolution is exempt from qualification
pursuant to the Trust Indenture Act of 1939, as amended.
Except as provided in paragraph (2) 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.
This letter refers only to the Series 2013 Senior Lien Bonds as delivered to the Underwriters,
and no view is expressed as to any offering by the Underwriters or others of derivative instruments
with investment characteristics not identical to those ofthe Series 2013 Senior Lien Bonds.
The opinions expressed and the statements made herein are expressed and made as of the
time of closing of the sale of the Series 2013 Senior Lien 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 are not expressing any opinion or advice with respect to the authorization, execution,
delivery or validity of the Series 2013 Senior Lien Bonds, or the exclusion from gross income for
federal, State or local income tax purposes of interest on the Series 2013 Senior Lien Bonds.
We have this day released to the City our final approving opinion with respect to the Series
2013 Senior Lien Bonds. The foregoing opinion may be relied upon by you to the same extent as if
such opinion was addressed to you.
This letter is furnished by us as bond counsel with respect to the Series 2013 Senior Lien
Bonds. This letter is delivered to you solely for your benefit and is not to be used, circulated, quoted
or otherwise referred to or relied upon for any other purpose or by any other person. No attorneyclient relationship has existed or exists between our firm and the Underwriters in connection with the
issuance and sale of the Series 2013 Senior Lien Bonds or by virtue of this letter. This letter is not
intended to and may not be relied upon by owners of the Series 2013 Senior Lien Bonds or by any
other party to whom it is not specifically addressed.
Respectfully submitted,
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EXHIBlTB
FORM OF OPINION OF DISCLOSURE COUNSEL
[Closing Date]
City of Los Angeles
Los Angeles, California
Siebert Brandford Shank & Co., L.L.C.
Los Angeles, California
[CO-MANAGERS]
Re:

$

City of Los Angeles Wastewater System Revenue Bonds, Series

2013-A
$
City of Los Angeles Wastewater System Revenue Bonds,
Refunding Series 2013-B
Ladies and Gentlemen:
We have acted as disclosure counsel on behalf of the City of Los Angeles, California (the
"City") in connection with the sale of
City of Los Angeles Wastewater System
Revenue Bonds, Series 2013-A (the "Series 2013-A Senior Lien Bonds") and the =-=--:---:::--cWastewater System Revenue Bonds, Refunding Series 2013-B (the "Series 2013-B Senior Lien
Bonds" and, together with the Series 2013-A Senior Lien Bonds, the "Series 2013 Senior Lien
Bonds").
The Series 2013 Senior Lien Bonds are being issued by the City pursuant to the Charter of
the City of Los Angeles (the "City Charter"), California Government Code Sections 54300 et seq. (as
amended and supplemented, the "Revenue Bond Law"), and California Government Code Sections
53570 et seq. (as amended, the "Refunding Law"). The Series 2013 Senior Lien Bonds are also
issued pursuant to the Wastewater System Revenue Bonds General Resolution, adopted by the
Council of the City (the "City Council") on November 10, 1987, as amended and supplemented (the
"General Resolution"), including as amended and supplemented by the Twenty-Seventh
Supplemental Resolution, adopted by the City Council on April 9, 2013. The terms and provisions of
the Bonds are contained in the General Resolution and are further described in the Official Statement
relating to the Bonds, dated
_, 2013 (the "Official Statement"). Capitalized terms used
herein and not otherwise defined shall have the respective meanings set forth in the Official
Statement.
The Bonds are being sold by the City on the date hereof pursuant to that Contract of
Purchase, dated
_, 2013, by and between the City and Siebert Brandford Shank & Co.,
L.L.C. as representative of itself and [CO-MANAGERS] (collectively, the "Underwriters").
As disclosure counsel, we have rendered legal advice to the City in the course of the
preparation of the Official Statement. Rendering such advice involved, among other things,
discussions and inquiries concerning various legal matters and the review of certain records,
documents and proceedings.
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In our capacity as disclosure counsel to the City, we have examined, among other things, the
Official Statement, and originals, or copies certified or otherwise identified to our satisfaction as
being true copies of the originals, of such records of the City and others and such other documents,
letters, certificates, instruments, records and opinions, as we have considered necessary or
appropriate for the basis of our opinion, including the opinions of the Office of the City Attorney for
the City, the General Resolution, the final approving opinion of Fulbright & Jaworski L.L.P.
regarding the validity of the Bonds and certain other matters, such opinion dated the date hereof and
in substantially the form attached to the Official Statement as Appendix F. We have assumed, but
have not independently verified, that the signatures on all documents, letters, opinions and
certificates which we have examined are genuine, that all documents submitted to us are authentic
and were duly and properly approved and executed by the parties thereto and that all representations
made in the documents that we have reviewed are true and accurate.
We have also participated in conferences with, among others, representatives, employees and
agents of the City, including representatives of the City Administrative Officer and the City
Attorney, the Financial Advisors, the Underwriters, Bond Counsel, Underwriters' Counsel and
others, during which conferences various legal and factual matters relating to the Bonds and the
contents of the Official Statement were discussed.
We have made such investigations oflaw and fact that we deemed necessary and appropriate
with respect to the conclusions herein.
On the basis of the information made available to us in the course of the foregoing, in
reliance on the foregoing and on certain documents reviewed by us and on the documents, letters
certificates, instruments, records, opinions and the discussions and inquiries described above, and
based on our understanding of applicable law, we advise you as a matter of fact and not opinion that,
during the course of serving as disclosure counsel to the City in connection with the issuance of the
Bonds and 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
Official Statement, no facts have come to the attention of the attorneys in our firm rendering legal
services in connection with the issuance of the Bonds that would cause us to believe that the Official
Statement (excluding therefrom the financial statements, other financial, engineering, statistical,
economic and demographic data, forecasts, charts, tables, graphs, numbers, any information
regarding utility usage or rates, valuation, appraisals or absorption matters, estimates projections,
assumptions and expressions of opinion included in the Official Statement, information regarding
The Depository Trust Company, Cede & Co. and its book-entry system, and Appendices [[B, C, D,
E, F and Gll to the Official Statement as to all of which no opinion is expressed), as of the date
thereof, contains any untrue statement of a material fact or omits to state a material fact necessary in
order to make the statements therein, in light of the circumstances under which they were made, not
misleading.
This opinion is furnished by us as disclosure counsel and is solely for your benefit in
connection with the transaction described herein. Our conclusions are limited to matters of federal
securities laws and we assume no responsibility with respect to the applicability or effect of the laws
of any other jurisdiction. No opinion is expressed herein with respect to the validity of the Bonds,
the tax treatment on the interest thereon or the compliance with, or applicability of, any "blue sky"
laws of any state as they relate to the offer or sale of the Bonds. No attorney-client relationship has
existed or exists between our firm and the Underwriters in connection with the Bonds or by virtue of
this letter, and the giving of this letter shall not be construed to modify in any way the obligations of
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the Underwriters with respect to the offer and sale of the Bonds under the federal securities laws or
the laws of any state in which the Bonds may be offered or sold. This opinion may not be relied
upon for any other purpose, or disclosed to or relied upon by the owners of the Bonds or by any other
person, firm or corporation for any purpose without our prior written consent, except that this opinion
may be included in the closing transcript relating to the Bonds.
During the period from the date of the Official Statement to the date of this opinion, except
for our review of the transcript of proceedings relating to the issuance of the Bonds and the
certificates and opinions regarding the Bonds 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 Official Statement.
This opinion is rendered solely in connection with the transaction described herein, and is
based upon our understanding of the facts and applicable law as of the date hereof. Such facts and
applicable law are subject to change. We do not undertake to advise you of matters which may come
to our attention subsequent to the date hereof which may affect our conclusions expressed herein.
Our engagement with respect to this matter terminates upon the delivery of this opinion to you at the
time of the closing relating to the Bonds, and we have no obligation to update this opinion.

Very truly yours,
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EXHIBITC
FORM OF OPINION OF
THE CITY ATTORNEY OF THE CITY OF LOS ANGELES
[Closing Date]
City of Los Angeles
Los Angeles, California
Merrill Lynch, Pierce, Fenner & Smith Incorporated
[CO-MANAGERS]
Ladies and Gentlemen:
This opinion is being delivered in connection with the issuance by the City of Los Angeles
(the "City") of
City of Los Angeles Wastewater System Revenue Bonds, Series
2013-A (the "Series 2013-A Senior Lien Bonds") and the
City of Los Angeles
Wastewater System Revenue Bonds, Refunding Series 2013-B (the "Series 2013-B Senior Lien
Bonds" and, together with the Series 2013-A Senior Lien Bonds, the "Series 2013 Senior Lien
Bonds") and the sale of the Series 2013 Senior Lien Bonds to the Underwriters thereof.
The Series 2013 Senior Lien Bonds are being issued by the City pursuant to the Charter of
the City of Los Angeles (the "City Charter"), California Government Code Sections 54300 et seq. (as
amended and supplemented, the "Revenue Bond Law"), and California Government Code Sections
53570 et seq. (as amended, the "Refunding Law"). The Series 2013 Senior Lien Bonds are also
issued pursuant to the Wastewater System Revenue Bonds General Resolution, adopted by the
Council of the City (the "City Council") on November 10, 1987, as amended and supplemented (the
"General Resolution"), including as amended and supplemented by the Twenty-Seventh
Supplemental Resolution, adopted by the City Council on April 9, 2013. Capitalized terms not
otherwise defined herein shall have the respective meanings ascribed thereto in the General
Resolution or, if not defined in the General Resolution, in the Official Statement, dated
_,
2013 (the "Official Statement"), relating to the Series 2013 Senior Lien Bonds.
We have examined certified copies of proceedings for the issuance of the Series 2013 Senior
Lien Bonds, including (i) the Charter, (ii) the General Resolution, (iii) Ordinance No. _----,-_
passed by the City Council on
_, 2013 (the "Ordinance"), (iv) the Contract of Purchase,
dated
-' 2013 (the "Contract of Purchase"), by and among the City and Siebert Brandford
Shank & Co., L.L.C., as representative of itself and [CO-MANAGERS] (the "Underwriters") relating
to the Series 2013 Senior Lien Bonds, (v) the Continuing Disclosure Certificate, dated
_,
2013 (the "Continuing Disclosure Certificate"), executed by the City and (vi) such other records,
documents, certificates, opinions, and other matters as are in our judgment necessary or appropriate
to enable us to render the opinions expressed herein. As to relevant factual matters, we have relied
upon, among other things, the City's factual representations contained in the City Documents (as
defined below) and the Official Statement. Collectively, the General Resolution, the TwentySeventh Supplemental Resolution, the Contract of Purchase and the Continuing Disclosure
Certificate are referred to herein as the "City Documents." Capitalized terms not otherwise defined
herein shall have the meaning set forth therefor in the applicable Contract of Purchase.
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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 opinion and
our consideration of those questions of law we considered relevant, and subject to the limitations and
qualifications in this opinion, we are of the opinion that:
1.
The City is a duly organized charter city and municipal corporation of the State of
California duly organized and existing under the Constitution and the Charter.
2.
Each of the City Documents has been duly authorized by the City, and duly executed
and delivered by the City and constitutes the legally valid and binding obligation of the City
enforceable against the City in accordance with its respective terms, subject to bankruptcy,
insolvency, reorganization, moratorium, fraudulent conveyance and other laws relating to or
affecting creditors' rights generally, to general principles of equity, to the exercise of judicial
discretion in appropriate cases, and to the limitations on legal remedies against municipal
corporations in the State of California.
3.
The General Resolution has been duly adopted by the Council, and constitutes the
legally valid and binding obligations of the City enforceable against the City in accordance with its
terms, subject to bankruptcy, insolvency, reorganization, moratorium, fraudulent conveyance and
other laws relating to or affecting creditors' rights generally, to general principles of equity, to the
exercise of judicial discretion in appropriate cases, and to the limitations on legal remedies against
municipal corporations in the State of California.
4.
The Official Statement has been duly authorized by the City and duly executed by the
City, 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 2013 Senior Lien Bonds.
5.
The adoption by the City of the General Resolution and the Ordinance, and the
execution and delivery by the City of the City Documents, do not 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, 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 2013 Senior Lien
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.
6.
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 (service of process against the City
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having been made) which (a) in any way questions the corporate existence of the City or the titles of
the Authorized City Representatives (as defined in the Twenty-Seventh Supplemental Resolution) of
the City to their respective offices, (b) seeks to restrain or enjoin the issuance or delivery of any of
the Series 2013 Senior Lien Bonds, (c) in any way contests the validity of the Series 2013 Senior
Lien Bonds, the General Resolution, the Ordinance or any of the City Documents, (d) contests the
power of the City to issue the Series 2013 Senior Lien Bonds, or (e) contests the completeness or
accuracy of the Official Statement or asserts that the Official Statement contained any untrue
statement of a material fact or omitted to state any material fact necessary to make the statement
therein, in light of the circumstances under which they were made, not misleading.
7.
The Ordinance was duly adopted by the City Council at a meeting which was held
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 was or
will be properly published and will become effective upon publication.
The matters set forth in paragraphs 5 and 6 are factual confirmations and not legal opinions.
For purposes of the matters set forth in paragraph 5, we have assumed that the City will not in the
future take any discretionary action (including a decision not to act) permitted by the City Documents
that would cause the adoption by the Council of the General Resolution and the Ordinance or the
execution and delivery by the City of the City Documents to violate any California or Los Angeles
constitutional provision, law or administrative regulation or constitute a violation or breach of or
default under any judgment, court decree, loan agreement, indenture, bond, note, resolution,
agreement or other instrument to which the City is subject or by which it is bound, or require an
approval, consent or authorization to be obtained from a California or Los Angeles govermnental
authority.
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 City
Documents.
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 City Docnments 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 this opinion is limited to the present law of the State of California. We
express no opinion as to the laws of any other jurisdiction.
The opinions expressed are matters of professional judgment and are not a guarantee of
result.
This opinion may be relied on by you only in connection with the issuance of the Series 2013
Senior Lien Bonds. It may not be used or relied upon for any other purpose or by any other person,
nor may copies be delivered to any other person, without in.each instance our prior written consent;
provided however that it may be included in the transcript of record of proceedings relating to the
issuance of the Series 2013 Senior Lien Bonds. This opinion is expressly limited to the matters set
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forth above, and we render no opinion, whether by implication or otherwise, as to any other matters.
This letter speaks only as of the date hereof and we assnme no obligation to update or supplement
this opinion to reflect any facts or circumstances that arise after the date of this opinion and come to
our attention, or any future changes in laws.
This opinion is given in an official capacity and not personally and no personal liability shall
derive therefrom.
Respectfully submitted,
CARMEN A TRUTANICH
City Attorney

By:
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~~----.--~---------Assistant City Attorney
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of Los Angeles Wastewater System Revenue Bonds, Series 2013-A (the "Series 2013-A Senior Lien Bonds") and
the $
* City of Los Angeles Wastewater System Revenue Bonds, Refunding Series 2013-B (the "Series 2013-B Senior Lien Bonds" and,
together with the Series 2013-A Senior Lien Bonds, the "Series 2013 Senior Lien 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"), voter approval at elections held in 1987, 1988 and 1992 authorizing the
issuance of up to $3.5 billion of wastewater system revenue bonds, CaliforniaGovernment
Code Sections 54300 et seq. (as amended, the "Revenue
Bond Law") (with respect to the Series 2013-A Senior Lien Bonds) and California Government Code Sections 53570 et seq. (as amended, the
"Refunding Law"). The Series 2013 Senior Lien Bonds are also issued pursuant to the Wastewater System Revenue Bonds General Resolution,
adopted by the Council of the City (the "City Council") on November 10, 1987, as amended and supplemented (the "General Resolution"),
including as amended and supplemented by the Twenty-Seventh Supplemental Resolution, adopted by the City Council on [April 9, 2013].
The proceeds of the Series 2013 Senior Lien Bonds, together with certain available monies of the City, will be used to (i) finance the
construction and improvement of the wastewater collection and treatment system of the City, (ii) refund certain outstanding Wastewater System
Revenue Bonds and CP Notes (each as defined herein), (iii) fund a deposit to the Reserve Fund, and (iv) pay certain costs of issuing the Series
2013 Senior Lien Bonds. See "Plan of Finance" herein.
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The Series 2013 Senior Lien Bonds are special, limited obligations of the City payable from the Revenues and amounts on deposit in
the Sewer Construction and Maintenance Fund, Debt Service Fund, Reserve Fund and Construction Funds as defined in the General
Resolution. The City is not obligated to make payment from any other source. The Series 2013 Senior Lien 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 2013 Senior Lien Bonds.

g

Interest on the Series 2013 Senior Lien Bonds will be payable on June 1 and December 1, commencing on December 1,2013. The Series
2013 Senior Lien 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 2013 Senior Lien
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 2013 Senior Lien 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 2013 Senior Lien Bonds, payments of the principal of, redemption premium, if any, and interest on the Series
2013 Senior Lien Bonds will be made as described in APPENDIX G - "Book-Entry Only System" attached hereto.
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The Series 2013 Senior Licn Bonds are subject to optional redemption and mandatory sinking fund redemption prior to maturity.
See "Redemption of the Series 2013 Senior Lien Bonds" herein•
.S.5.
This cover page contains information for general reference only. Potential purchasers are advised to read the entire Official
.£ S .§Statement to obtain information essential to making an informed investment decision.
<8 ~
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The Series 2013 Senior Lien Bonds are offered when, as and ifissued, subject to the approval oflegality by Fulbright & Jaworski L.L.P., Los
.... ~ ~geles,
California, Bond Counsel. Certain legal matters will be passed upon for the City by Hawkins Delafield & Wood LLP, Los Angeles,
~ ~ ·=California, Disclosure Counsel to the City, and by Carmen A. Trutanich, City Attorney, and for the Underwriters by their counsel, Stradling Yocca
£ ~ gcarlson & Rauth, a Professional Corporation, Sacramento, California. It is anticipated that the Series 2013 Senior Lien Bonds will be available for
to DTC in New York, New York on or about [May 23, 2013].
_ ~ ~elivery
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Siebert Brandford Shank & Co. L.L.C
BofA Merrill Lynch
Cabrera Capital Markets, LLC
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• Preliminary, subject to change.
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MATURITY SCHEDULES
$,----

•

City of Los Angeles Wastewater System Revenne Bonds, Series 2013-A

Year
(June 1)

$
$,_____

Principal
Amount

Interest
Rate

Yield

% Term Bonds due June 1,20 Yield:
% Term Bonds due June 1,20= Yield:

$_---

% Price:
% Price:

CUSIp1
(Base: 544653)

=

custr' No.
CUSlp1' No. ----

•

City of Los Angeles Wastewater System Revenue Bonds, Refunding Series 2013-B
Year

(June I)

~-----

Principal

Amount

Interest
Rate

% Term Bonds due June 1,20 Yield:
% Term Bonds due June 1,20= Yield:

Yield

% Price:
% Price:

CUSIpt
(Base: 544653)

=

CUSIpl No.
CUSIpl No. ----

Preliminary, subject to change.
Copyright 2013, American Bankers Association. CUSIP® is a registered trademark of the American Bankers Association.
CUSIP data herein is provided by the CUSIP Service Bureau, managed on behalf of the American Bankers Association by
Standard &. Poor's. This data is not intended to create a database and does not serve in any way as a substitute for the
CUSIP Services Bureau. CUSIP numbers have been assigned by an independent company not affiliated with the City and
are included solely for the convenience of the registered owners of the applicable Series 2013 Senior Lien Bonds. 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 Series 2013 Senior Lien Bonds or as included herein. The CUSIP number for
a specific maturity is subject to being changed after the issuance of the Series 2013 Senior Lien Bonds as a result of various
subsequent actions including, but not limited to, a refunding in whole or in part or as a result of the procurement of
secondary market portfolio insurance and other similar enhancement by investors that is applicable to all or a portion of
certain maturities of the Series 2013 Senior Lien 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 2013 Senior Lien 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 2013
Senior Lien 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 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 2013 Senior Lien Bonds, the
Resolutions (as defined herein) and other documents sununarized 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 2013 Senior
Lien 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 2013 SENIOR LIEN 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
2013 SENIOR LIEN BONDS TO CERTAIN DEALERS AND DEALER BANKS AND BANKS
ACTING AS AGENT AT PRICES LOWER THAN THE PUBLIC OFFERING PRICE STATED ON
THE COVER PAGE HEREOF AND SAID PUBLIC OFFERING PRICE MAYBE 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 2013 Senior Lien Bonds.
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OFFICIAL

STATEMENT
$

$

CITY
Wastewater

O~-::F::-:L;-:O::-:S::-A-:-:NC;-G-ELES

CITY O'=F-:::-L-::::O-:::-S-'-A"O:NGELES
Wastewater System Revenue Bonds,
Refunding Series 2013-B

System Revenue Bonds,
Series 2013-A

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.
General

Authorization and Description of the Series 2013 Senior Lien Bonds. The $

• City
of Los Angeles Wastewater System Revenue Bonds, Series 2013-A (the "Series 2013-A Senior Lien
Bonds") and the $
• City of Los Angeles Wastewater System Revenue Bonds, Refunding
Series 2013-B (the "Series 2013-B Senior Lien Bonds" and, together with the Series 2013-A Senior Lien
Bonds, the "Series 2013 Senior Lien 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"), voter approval at elections held in
1987, 1988 and 1992 authorizing the issuance of up to $3.5 billion of wastewater system revenue bonds
(the "Authorization"), California Government Code Sections 54300 et seq. (as amended, the "Revenue
Bond Law") (with respect to the Series 2013-A Senior Lien Bonds) and California Government Code
Sections 53570 et seq. (as amended, the "Refunding Law"). The Series 2013 Senior Lien Bonds are also
issued pursuant to the Wastewater System Revenue Bonds General Resolution, adopted by the Council of
the City (the "City Council") on November 10, 1987, as amended and supplemented (the "General
Resolution"), including as amended and supplemented by the Twenty-Seventh Supplemental Resolution,
adopted by the City Council on [March 26, 2013] (the "Twenty-Seventh Supplemental Resolution").
Under the General Resolution, the City has issued thirty series of Senior Lien Bonds (the
"I\~istir;,g Sepior Lien ~~,nds") in the oripinal~,ggr~,gate~ril1ci~~1 am~,llnt of$4,82?,7?t".~73.;,?0, ,oh'hich
[$1; 146,930,000]['P(), berevisedafter
issuance of2013-Ai§ubcm:!inate Bonds andattendant refunding.] is
Outstanding prior to the issuance of the Series 2013 Senior Lien Bonds and the completion of the
refundings relating thereto. Under the Subordinate General Resolution adopted by the City Council on
March 26, 1991, as amended and Supplemented (the "Subordinate General Resolution"), the City has
issued [twenty-six] series of subordinate bonds that have a lien on Revenues (herein defined) subordil1ate
to th~t oqpe ~enior,~ien Bonds, in }I)e 0fipinalaggr~gateprincipal
a11'lOuntof [$2,730,:212,09.8] [Tp1;>e
revised after issll!lnceof2RH-A-SubordinateBOl}~s
!l11~,~tt(),11',4allt
rrfuri4!11'g']1~f which [$1,307,115,000]
[To be, revised after issuance of2013-ASupo,dinate
Bonds and attendant refuriding.] is Outstanding, See
"Plan of Finance" herein. Under the Subordinate General Resolution, the City has also authorized a
• Preliminary, subject to change.
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maximum of $400,000,000 aggregate principal amount of Subordinate Bonds in the form of commercial
paper notes (the "CP Notes"). The maximum amount of CP Notes that may be Outstanding at any
particular time under the existing Letters of Credit (the "Letters of Credit") for the CP Notes is
$200,000,000. CP Notes are currently Outstanding in the aggregate principal of $80,000,000, prior to the
issuance of the Series 2013-A Senior Lien Bonds and the completion of the refunding relating thereto.
See "Financial Operations of the Wastewater System - Outstanding Indebtedness" 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 "Security and Sources of Payment for the Series 2013 Senior Lien Bonds
- Additional Senior Lien Bonds" and "- Additional Subordinate Bonds" herein.
Use Of Proceeds of the Series 2013 Senior Lien Bonds. The proceeds of the Series 2013 Senior
Lien Bonds, together with certain available monies of the City, will be used to (i) finance the construction
and improvement of the wastewater collection and treatment system of the City, (ii) refund certain
outstanding Wastewater System Revenue Bonds and CP Notes (each as defined herein), (iii) fund a
deposit to the Reserve Fund, and (iv) pay certain costs of issuing the Series 2013 Senior Lien Bonds. See
"Plan of Finance" herein.
The System
The City owns and operates the 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 2012 was 368 million gallons per
day. The System also provides wastewater conveyance, treatment and disposal services to 29 sanitation
districts, cities, govermnental 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.
[Potential disclosure on changes to City government to be reviewed after the release of a draft
Appendix A.]
Security and Sources of Payment for the Series 2013 Senior Lien Bonds
Series 2013 Senior Lien Bonds. The Series 2013 Senior Lien Bonds are revenue bonds secured by
and payable from certain limited revenues of the City received from the ownership and/or operation of the
System. The Series 2013 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 (defined below); and (ii) all amounts 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" 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. See "Security and Sources of Payment for the Series 2013 Senior
Lien Bonds" herein.
Pursuant to the General Resolution, Revenues in the SCM Fund are to be used on an ongoing
basis to payor provide for the ordinary and reasonable expenses of the operation and maintenance of the
2
244410.4037298 OS

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.
Limited Obligations. The Series 2013 Senior Lien Bonds are special, limited obligations of the
City payable from the Revenues and amounts on deposit in the SCM Fund, Debt Service Fund, Reserve
Fund and Construction Funds as defined in the General Resolution. The City is not obligated to make
payment from any other source. The Series 2013 Senior Lien Bonds are not payable from the General
Fund ofthe 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 2013 Senior Lien
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.
Continuing Disclosure

For purposes of assisting the Underwriters 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, 2014 for the report for
Fiscal Year 2012-13, 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) 485-2881.
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.
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PLAN OF FINANCE

Series 2013-A Senior Lien Bonds. The proceeds of the Series 2013-A Senior Lien Bonds will he
used to (i) finance the construction and improvement of the System, (ii) refund all of the City's
Outstanding CP Notes, as further described below, (iii) fund a deposit to the Reserve Fund and (iv) pay
certain costs of issuing the Series 2013-A Senior Lien Bonds.
Series 2013-B Senior Lien Bonds. The proceeds of the Series 2013-B Senior Lien Bonds,
together with certain available monies of the City, will be used to (i) current refund all or a portion of the
City's Wastewater System Revenue Bonds, Series 2003-B (the "Series 2003-B Senior Lien Bonds") as
further described below, (ii) advance refund a portion of the City's Wastewater System Revenue Bonds,
Series 2005-A (the "Series 2005-A Senior Lien Bonds") as further described below and (iii) pay certain
costs of issuing the Series 2013-B Senior Lien Bonds.
The following table sets forth the portions of the Series 2003-B Senior Lien Bonds and the Series
2005-A Senior Lien Bonds being considered for refunding with proceeds of the Series 2013-B Senior
Lien Bonds. The City will determine the portions of the Series 2003-B Senior Lien Bonds and the Series
2005-A Senior Lien Bonds to be refunded at the time of the pricing of the Series 2013 Senior Lien Bonds.

Series
Series 2003-B Senior

Maturity
(June 1)

Total

Principal to be
Refunded

Redemption
Date

Redemption
Price(l)

CUSIP(2)

2014
2015
2016
2017
2018
2019
2021
2022
2023

8,915,000
11,560,000
11,235,000
2,850,000
2,890,000
1,345,000
15,450,000
43,160,000
3,130,000
$JJlQ,535 000

June 24, 2013
June 24, 2013
June 24, 2013
June 24, 2013
June 24,2013
June 24, 2013
June 24, 2013
June 24, 2013
June 24, 2013

100%
100
100
100
100
100
100
100
100

544652U32
544652U40
544652U57
544652U65
544652U73
544652U81
544652U99
544652V23
544652V31

2029
2030
2031
2032
2034
2035

12,915,000
13,530,000
14,245,000
14,885,000
124,945,000
67,195,000
$.2417]5,O.oll

June
June
June
June
June
June

100%
100
100
100
100
100

544652X96
544652Y20
544652Y38
544652Y46
544652Y53
544652Y61

Total
Series 2005-A Senior

Outstanding
Principal
Amount

1, 2015
1,2015
1,2015
1,2015
1,2015
1,2015

Expressed as a percentage of the principal amount.
Copyright, American Bankers Association.
CUSJP® is a registered trademark of the American Bankers Association.
CUSIP data herein is provided by the CUSIP Service Bureau, managed on behalf of the American Bankers Association by
Standard & Poor's. This data is not intended to create a database and does not serve in any way as a substitute for the

CUSIP Services Bureau. CUSIP numbers have been assigned by an independent company not affiliated with the City and
are included solely for the convenience of the registered owners of the referenced bonds. 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.

The City intends to refund all of the Outstanding CP Notes, currently outstanding in the aggregate
principal amount of $80,000,000, by depositing into the debt service fund established under the
Subordinate General Resolution for the payment of the CP Notes (the "CP Debt Service Fund") a portion
of the proceeds of the Series 2013-A Senior Lien Bonds which, together with a contribution of available
4
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moneys of the City representing accrued interest payable upon the respective maturities of the
Outstanding CP Notes, will be sufficient to pay all principal of and interest on the Outstanding CP Notes
as such Outstanding CP Notes mature on their respective maturity dates.
To effect the refunding of the Series 2003-B Senior Lien Bonds and the Series 2005-A Senior
Lien Bonds (the portion thereof being refunded being referred to herein as the "Refunded Bonds"), the
City intends to deposit into separate escrow funds (each an "Escrow Fund") to be held by U.S. Bank
National Association (the "Escrow Agent") proceeds of the Series 2013-B Senior Lien Bonds and certain
available monies on deposit under the Resolutions relating to the Refunded Bonds. Amounts on deposit
in the Escrow Fund for the Series 2003-B Senior Lien Bonds to be refunded will be sufficient, without
investment, to pay the interest accruing on such Series 2003-B Senior Lien Bonds as it becomes due and
to redeem such Series 2003-B Senior Lien Bonds On their date of redemption at a redemption price equal
to the principal amount of the Refunded Bonds to be redeemed plus accrued interest thereon to the date of
redemption, withont premium. Amounts on deposit in the Escrow Fund for the Series 2005-A Senior
Lien Bonds to be refunded, when invested in the securities described below, will be sufficient to pay the
interest accruing on such Series 2005-A Senior Lien Bonds as it becomes due and to redeem such Series
2005-A Senior Lien Bonds on their date of redemption at a redemption price equal to the principal
amount of the Refunded Bonds to be redeemed plus accrued interest thereon to the date of redemption,
without premium. In connection with the refunding of the Series 2005-A Senior Lien Bonds, the City
intends to purchase or direct the Escrow Agent to purchase Government Obligations, which are defined in
the General Resolution to be (i) direct obligations of, or obligations the principal of and interest on which
are unconditionally guaranteed by, the United States of America and (ii) securities or receipts evidencing
ownership interests in obligations or specific portions (such as principal or interest) of obligations
described in (i). Such obligations (the "Defeasance Securities") will be held by the Escrow Agent. The
Escrow Funds will be established under separate escrow deposit agreements (the "Escrow Agreements")
between the City and the Escrow Agent. The Defeasance Securities will be available only for the payment
of the Series 2005-A Senior Lien Bonds to be refunded. After the deposit of the monies and Defeasance
Securities into the Escrow Funds as described above, the City will be discharged from all obligations with
respect to the Refunded Bonds. Grant Thornton LLP, a firm of independent certified public accountants,
will verify the arithmetical computations used to determine bond yield calculations and the sufficiency of
the escrow deposit. See "Verification of Mathematical Computations" herein.
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ESTIMATED

SOURCES AND USES OF FUNDS

The Series 2013 Senior Lien Bond proceeds, together with certain other amounts, are expected to
be applied as set forth below:
Series 2013-A
Senior Lien Bonds

Series 2013-B
Senior Lien Bonds

Total

Estimated Sources of Funds
Principal Amount
Net Original Issue PremiumlDiscount
Release from Debt Service Fund for
the Refunded Bonds
Release from the Reserve Fund for the
Refunded Bonds
Total
Estimated Uses of Funds
Deposit to Reserve Fund
Deposit to Construction Fund
Deposit to Escrow Funds
Refund CP Notes
Costs of Issuance'"
Total
(1)

Includes underwriters' discount, financial advisors fees, rating agency fees, escrow agent fees, bond counsel fees and
expenses, disclosure counsel fees and expenses, printing costs and other miscellaneous expenses.

DESCRIPTION

OF THE SERIES 2013 SENIOR LIEN BONDS

The Series 2013 Senior Lien Bonds will be dated and will bear interest from their date of
delivery. Interest on the Series 2013 Senior Lien Bonds will be payable semi-annually on June 1 and
December 1, commencing on December 1,2013. Interest will be calculated on the basis of a year of 360
days and twelve 30-day months. The Series 2013 Senior Lien Bonds will be issuable 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 2013 Senior Lien 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 2013 Senior Lien Bonds. Ownership interests in the Series 2013 Senior Lien Bonds may be
purchased in book-entry form only. So long as DTC or its nominee is the Owner of the Series 2013
Senior Lien Bonds, payments of the principal of, redemption premium, if any, and interest on the Series
2013 Senior Lien Bonds will be made as described in Appendix G - "Book-Entry Only System" attached
hereto.
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REDEMPTION OF THE SERIES 2013 SENIOR LIEN BONDS
Redemption of the Series 2013 Senior Lien Bonds
Optional Redemption.' The Series 2013-A Senior Lien Bonds maturing on or before June 1,
20_ are not subject to redemption before their stated maturities. The Series 2013-A Senior Lien Bonds
maturing on or 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 anyone maturity ifless than
all of the Series 2013-A Senior Lien 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 June 1,20--, at a redemption price equal
to the principal amount of the Series 2013-A Senior Lien Bonds to be redeemed plus accrued interest
thereon to the date of redemption, without premium.
The Series 2013-B Senior Lien Bonds maturing on or before June 1, 20_ are not subject to
redemption before their stated maturities. The Series 2013-B Senior Lien Bonds maturing on or 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 anyone maturity if less than all of the Series
2013-B Senior Lien 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 June 1, 20_, at a redemption price equal to the principal
amount of the Series 2013-B Senior Lien Bonds to be redeemed plus accrued interest thereon to the date
of redemption, without premium.
Mandatory Sinking Fund Redemption.' The Series 2013-A Senior Lien Bonds maturing on
June I, 20_ are subject to mandatory sinking fund redemption prior to maturity, commencing on June 1,
20_, and on each June 1 thereafter, 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 2013-A Senior Lien Bonds, in the principal amounts set forth below (subject to
adjustment in the event of an optional redemption of the Series 2013-A Senior Lien Bonds, as provided in
the Twenty-Seventh Supplemental Resolution):
Series 2013-A Senior Lien Term Bonds Maturing June 1, 20
Redemption Date
(June 1)
Principal Amount
$
(maturity)
The Series 2013-B Senior Lien 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, 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 2013-B
Senior Lien Bonds, in the principal amounts set forth below (subject to adjustment in the event of an
optional redemption of the Series 2013-B Senior Lien Bonds, as provided in the Twenty-Seventh
Supplemental Resolution):

• Preliminary, subject to change.
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Series 2013-B Senior Lien Refunding Term Bonds Matnring June 1,20
Redemption Date
(June 1)
Principal Amount
$
(maturity)

Selection of Series 2013 Senior Lien Bonds for Redemption. The Series of Series 2013 Senior
Lien 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. The Series of
Series 2013 Senior Lien Bonds shall be redeemed by lot within any maturity, in any manner the City shall
deem appropriate.
Notice of Redemption

of Series 2013 Senior Lien Bonds

At least 20 days and no more than 60 days before each date of redemption, the City will give
notice by mail to each owner of a Series 2013 Senior Lien Bond to be redeemed at the owner's registered
address. So long as DTC is the registered owner of Series 2013 Senior Lien Bonds to be redeemed, notice
ofredemption 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 2013 Senior Lien Bond in respect of which no failure
occurs.
The notice of redemption shall (i) specify the Series 2013 Senior Lien Bonds to be redeemed, the
redemption date, the redemption prices, or if applicable, a description of the mechanism or method for
obtaining the redemption price and the place or places where amounts due upon such redemption will be
payable and, if less than all of the Series 2013 Senior Lien Bonds of a Series are to be redeemed, the
numbers of the Series 2013 Senior Lien Bonds, and the portions of Series 2013 Senior Lien Bonds, to be
redeemed; (ii) state any condition to such redemption or, if applicable, a description of the mechanism or
method for determining the redemption price; (iii) state that on the redemption date, and upon the
satisfaction of any such condition, the Series 2013 Senior Lien Bonds to be redeemed shall cease to bear
interest; (iv) the CUSIP numbers of all Series 2013 Senior Lien Bonds or portions thereof being
redeemed; (v) the date of original issuance of the Series 2013 Senior Lien Bonds; (vi) the rate of interest
borne by the Series 2013 Senior Lien Bonds being redeemed; (vii) the maturity date of the Series 2013
Senior Lien Bonds being redeemed; and (viii) any other descriptive information to identify accurately the
Series 2013 Senior Lien Bonds or portions thereof being redeemed.
Any notice of redemption, other than notice of redemption from mandatory sinking fund
payments, may be rescinded by written notice given by the City no later than one Business Day prior to
the date specified for redemption. The City shall give notice of such rescission in the same manner, and to
the same persons, as notice of such redemption was given.
Effect of Redemption

of Series 2013 Senior Lien Bonds

On the date designated for redemption, notice having been given in the manner and under the
conditions provided in the Resolutions and moneys for payment of the redemption price being held in
trust to pay the redemption price, the Series 2013 Senior Lien Bonds called for redemption shall become
due and payable, interest on such Series 2013 Senior Lien Bonds shall cease to accrue, such Series 2013
Senior Lien Bonds shall cease to be entitled to any lien, benefit or security under the General Resolution
or the Subordinate General Resolution, as applicable, and the owners of such Series 2013 Senior Lien
Bonds shall have no rights in respect thereof except to receive payment of the redemption price.
8
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SECURITY AND SOURCES OF PAYMENT FOR
THE SERIES 2013 SENIOR LIEN BONDS
Sources of Payment
All Revenues received by the City from the ownership and operation of the System (less
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 Sewer Operation and Maintenance 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 (as defined below) 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, 2012 and 2011 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 andior disposal services; and all
earnings received from the investment of the SCM Fund, the Debt Service Fund, the Reserve Fund and
the Emergency Fund; provided, however, that Revenues do not include:
(i)

any amount received from the levy or collection oftaxes;

(ii)

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

(iii)

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

(iv)

earnings received from the investment of the Construction Funds;

(v)

the proceeds of borrowings; and

(vi)

proceeds of insurance.

Pledge of Reveuues
Under the terms of the General Resolution and the Revenue Bond Law, the City has pledged the
Revenues to secure the payment of the Senior Lien Bonds, including the Series 2013 Senior Lien Bonds.
The City also has pledged to the payment of the Senior Lien Bonds all moneys and securities held in the
Reserve Fund, the Debt Service Fund and the Construction Funds as well as all Revenues held in the
SCM Fund. Such pledge is for the equal and proportionate benefit and security of all Senior Lien Bonds
regardless of the time or times of their issuance or maturity, and all Senior Lien Bonds shall be of equal
rank without priority as to any Senior Lien Bond over any other Senior Lien Bond. Notwithstanding the
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foregoing, the General Resolution permits the issuance of obligations secured by the Revenues on a
subordinated basis.
The Revenue Bond Law, prior to amendment in 1990, provided that the payment of principal of
and interest on bonds issued pursuant to the Revenue Bond Law would be secured by an "exclusive"
pledge, charge and lien upon "all" of the revenues of tbe financed enterprise. Such provision has been
amended to delete the references to an exclusive pledge of all of the revenues. The City, at the time of the
adoption of the General Resolution, (1) limited the revenues which are pledged to pay the General
Resolution Bonds to those revenues within the definition of Revenues as set forth above; (2) granted the
lien to secure all Additional Bonds, whether issued under the Revenue Bond Law or under other
authority; and (3) provided for the issuance of subordinated obligations which may be secured by a
subordinated lien on the Revennes.
In the General Resolution, the City represents and states that it has not previously pledged the
Revenues, and the City covenants that, until all of the Senior Lien Bonds and the interest thereon shall
have been paid or are deemed to have been paid, it will not (except for Additional Bonds issued as
provided in the General Resolution) incur any obligations payable from the Revenues prior to or on a
parity with the payment of the Senior Lien Bonds, except for operation and maintenance expenses, and
will not grant any prior or parity pledge of Revenues or voluntarily 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 all
Senior Lien Bonds issued under the General Resolution. The City may, however, create or permit to be
created a charge and lien on the Revenues ranking junior and subordinate to the charge or lien of the
Senior Lien Bonds. The City also covenants in the Resolutions that it will continue to provide the System
as the primary system and as a complete and operational system for the collection, transportation,
treatment and disposal of sewage, wastewater and industrial wastewater within the City and will not sell,
transfer or otherwise dispose of the System or any part thereof essential to the proper operation of the
System except under the conditions described in the General Resolution. See Appendix C - "Summary of
Certain Provisions of the Resolutions" attached hereto.
No Pledge of Refundable Credits
The City previously issued $177,420,000 aggregate principal amount of Wastewater System
Revenue Bonds Series 201O-A (the "Series 201O-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" 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 201O-A Senior Lien Bonds
and periodic Refundable Credits from the United States Treasury equal to 45% of the interest payable on
the Series 201O-BSenior 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
$257,000 reduction in Refundable Credits in connection with the Series 201O-ASenior Lien Bonds and
the Series 201O-B Senior Lien Bonds through and including September 30, 2013. Until further action is
taken by Congress, Sequestration will continue and there could be additional reductions for future years
through and including federal fiscal year 2021.
The Refundable Credits constitute amounts payable by the Federal government under Section
6431 of the Code, and Which,in the case of the Series 201O-ASenior Lien Bonds, the City has elected to
receive under Section 54AA(g)(J) 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 201O-A
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Senior Lien Bonds and the Series 201O-BSenior Lien Bonds to which they relate, and are pledged to the
payment of the Series 201O-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 2013 Senior Lien Bonds. The
Refundable Credits are included in the calculation of Revenues under the General Resolution. See "Risk
Factors - Effect of Federal Sequestration on Refundable Credits" herein.
Flow of Funds

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 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 oil deposit to the credit of the SCM Fund will
be used to payor 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. 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:
(a)
to the credit ofthe 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;
(b)
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
II
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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 tile 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; and
(c)
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.
See "Security and Sources of Payment for the Series 2013 Senior Lien Bonds - Reserve Fund"
and "- Emergency Fund" herein.
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:
(a)

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

(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;
(c)
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
(d)
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.
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, that the various funds described in the
General Resolution and the balances required to be maintained in the SCM Fund are to be maintained
from the Revenues.
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Rate Covenant
The City has covenanted in the General Resolution that it will, at all times while any of the Senior
Lien Bonds remain Outstanding, establish, fix, prescribe and collect rates, fees and charges in connection
with the use of the System so that in each Fiscal Year the Revenues will be at least sufficient to pay the
following amounts: (1) the interest on and principal of the Outstanding Senior Lien Bonds as they become
due and payable; (2) all other payments required for compliance with the terms of the General Resolution
and of any Supplemental Resolution including, but not limited to, the required deposits to the Debt
Service Fund, Reserve Fund and Emergency Fund; (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). 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 125 percent of the actual
debt service becoming due on Outstanding Senior Lien Bonds in such year. "Net Revenues" for any given
period consist of the Revenues for such period less the Expenses for such period, but excluding any
profits or losses on the early extinguishment of debt or on the sale or other disposition, not in the ordinary
course of business, of investments or fixed or capital assets. "Expenses" consist of the total operating
expenses of the System as determined in accordance with generally accepted accounting principles,
except to the extent such items are included in such operating expenses, depreciation, interest on
Outstanding Senior Lien Bonds and amortization of financing expenses.
Additional Senior Lien Bonds
In addition to the Existing Senior Lien Bonds and the Series 2013 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.
As a condition to the issuance of Additional Senior Lien Bonds, except with respect to certain
refunding bonds, the City shall first be required to obtain a certificate or certificates prepared by a
Consultant or by Consultants showing (i) 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 Additional Senior Lien Bonds were at least equal to 125 percent of the Maximum Annual Debt
Service for all Senior Lien Bonds which will be Outstanding immediately after the issuance of the proposed
Bonds, and (ii) that the estimated Net Revenues for the Fiscal Year immediately following the date of
issuance of such Series of Senior Lien Bonds will be at least equal to 125 percent of Maximum Annual Debt
Service for all Senior Lien Bonds which will be Outstanding immediately after the issuance of the proposed
Senior Lien Bonds.
For purposes of the computations to be made as described in subsection (i) and in subsection (ii)
of the preceding paragraph, the determination of Net Revenues may take into account as adjustments any
increase in rates and charges and shall take into account any reductions in such rates and charges which
relate to the System and which have been authorized by the City to be implemented and which will for
purposes of the test described in (i) of the preceding paragraph, be effective prior to or at the time of
issuance of such proposed Bonds and for purposes of the test described in (ii) of the preceding paragraph
be effective during the Fiscal Year for which such estimate is made.
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Snbordinate

Bonds

The City has issued under the Subordinate General Resolution [$2,730,245,000] [To be revised
after issuance of the 2013-A Subordinate Bonds and attendant refunding.] original aggregate principal
amount of Subordinate Bonds, of which [$1,307,115,000] [To be revised after issuance of the 2013-A
Subordinate Bonds and attendant refunding] is Outstanding. Under the Subordinate GeneralResolution,
the City has also authorized a maximum of $400,000,000 aggregate principal amount of Subordinate
Bonds in the form of CPl. The maximum amount of CP Notes that may be Outstanding at any particular
time under the existing Letters of Credit (the "Letters of Credit") for the CP Notes is $200,000,000. CP
Notes are currently Outstanding in the aggregate principal of $80,000,000. The matming principal of all
of such CP Notes will be paid as they become due and payable with proceeds of the Series 2013-A Senior
Lien Bonds, as described herein. See "Plan of Finance" and "Financial Operations - Outstanding
Indebtedness" herein.
Refnnding

Senior Lien Bonds

Notwithstanding the provisions described above, the General Resolution provides that additional
series of Senior Lien Bonds may be issued for the purpose of refunding any Outstanding Senior Lien
Bonds without compliance with the tests set forth above if, prior to the issuance of such Senior. Lien
Bonds, an Authorized City Representative shall have delivered a certificate showing that the Maximum
Annual Debt Service on all Senior Lien Bonds Outstanding after the issuance of the refunding Senior
Lien Bonds will be equal to or less than the Maximum Annual Debt Service on all Senior Lien Bonds
Outstanding prior to the issuance of such Senior Lien Bonds.
Books and Acconnts
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 Basic Financial
Statements with Independent Auditor's Report for the Fiscal Years Ended June 30, 2012 and 2011 and
Debt Service Compliance Report for the Fiscal Year Ended June 30,2012" attached hereto. The City will
make the financial statements available for examination by any Bondholder or any Beneficial Owner and
will finnish 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 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, 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.
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Reserve Fund
Under the terms of the General Resolution, the 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. The Reserve Fund is valued annually under the General Resolution on or
about January IS. Upon issuance of the Series 2013 Senior Lien Bonds, amounts in the Reserve Fund will
be at least equal to the Reserve Requirement, which shall equal $
_
Moneys held in the Reserve Fund are to be used for the purpose of paying principal and interest
on the Senior Lien Bonds if on any principal or interest payment date the amounts in the Debt Service
Fund available therefor are insufficient to pay in full the amounts then due. Moneys held in the Reserve
Fund may also be used to make any deposit required to be made to a Rebate Fund if the City does not
have other funds available from which such deposit can be made.
The City may satisfy the Reserve Fund Requirement in whole or in part by depositing into the
Reserve Fund a Reserve Fund Insurance Policy that satisfies the requirements of the General Resolution.
Amounts in the Reserve Fund in excess of the Reserve Fund Requirement are to be transferred to the Debt
Service Fund for the Senior Lien Bonds. A "Reserve Fund Insurance Policy" is an insurance policy, a
letter of credit or surety bond deposited in the Reserve Fund in lieu of or partial Substitution for cash or
securities. Debt backed by the entity providing such Reserve Fund Insurance Policy shall be rated in one
of the two highest classifications by both Moody's and S&P (without reference to gradations thereof such
as "pius" or "minus"). The Reserve Fund does not currently include any Reserve Fund Insurance Policy;
it is fully cash funded.
The City shall annually, on or about January 15, value the Reserve Fund on the basis of the
market value thereof. If upon any valuation, the value of the Reserve Fund exceeds the Reserve Fund
Requirement, the excess amount shall be withdrawn and deposited into the Debt Service Fund; if the
value is less than the Reserve Fund Requirement, additional deposits shall be made to the Reserve Fund.
For purposes of determining the amount on deposit in the Reserve Fund, any Reserve Fund Insurance
Policy shall be deemed to be a deposit in the face amount of the policy or the stated amount of the credit
facility provided, as reduced by any payment made thereunder and not reinstated.
At such time as a Series of Senior Lien Bonds is to be paid in full or deemed to be paid in full, if,
as a result, the amount in the Reserve Fund will exceed the Reserve Fund Requirement, the excess may at
such time be used to payor provide for the payment of the Senior Lien Bonds of such Series.
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 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
15
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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
2013 Senior Lien Bonds - Flow of Funds" 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
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 $100 million for
loss to boiler and machinery, excluding damage caused by earthquake and flood. The deductible for this
policy is $1 million 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 $1 million which is covered by the SCM Fund.
The City carries property terrorism coverage with limits of $100 million for certified and non-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 selfinsure 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 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.
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Amendment to the Resolntions Relating to the Refundable Credits
The City has amended each of the Resolutions to provide for an offset to Revenues in the amount
of the Refundable Credits. 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 twelvemonth 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 (collectively,
"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 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).
These amendments are not yet effective. These amendments shall become effective on the date
on which the written consent of the Owners of not less than 51% in aggregate principal amount of
Outstanding Senior Lien Bonds and of each Insurer or Credit Provider thereof, if any (in the case of the
General Resolution) and the written consent of the Owners of not less than 51% in aggregate principal
amount of Outstanding Subordinate Bonds and of each Insurer or Credit Provider thereof, if any (in the
case of the Subordinate General Resolution), has been obtained, and the other requirements of the General
Resolution and Subordinate General Resolution, as applicable, have been satisfied. Purchasers of bonds
issued on and after October 21, 2010, including purchasers of the Series 2013 Senior Lien Bonds, will be
deemed to have granted such consent by their purchase of such bonds. Prior to the issuance of the Series
20 13 S~~.\.?r•~!.$n.Bo~d~'.ithere
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percent in aggregate principal amount of Outstanding Subordinate Bonds. Certain
Credit Providers have consented to the amendments and no Insurers have consented to the amendments.

Q~ng~1

Swap Agreements
The City previously executed and delivered two interest rate swap agreements (the "Swap
Agreements") in connection with the issuance and sale of the bonds that were refunded with the proceeds
of the City's Wastewater System Subordinate Revenue Bonds, Variable Rate Refunding Series 2012-D
(the "Series 20l2-D Subordinate Bonds"). The Swap Agreements have been re-associated with a portion
of the Series 2012-D Subordinate Bonds. The City's payments under the Swap Agreements are special,
limited obligations of the City payable from Revenues of the System and are subordinated obligations
pursuant to the Subordinate General Resolution which are junior and subordinate to the Subordinate
Bonds as to the lien on and source and security for the payment from the Revenues. Payments received by
the City under the Swap Agreements constitute Revenues of the System. However, such payments are
not a source of credit or security for the Series 2013 Senior Lien Bonds. The City's obligation to pay the
principal of, premium, if any, and the interest on the Series 2012-D Subordinate Bonds is not affected by
17
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any failure of a Swap Counterparty to perform its obligations under the respective Swap Agreement. In
certain circumstances, the City could be required to make an unanticipated termination payment to a
Swap Counterparty and such termination payment could be substantial. See "Financial Operations of the
Wastewater System - Swap Agreements" herein.
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 likewise the City provides wastewater service for other communities and adjacent areas.
Areas within the City limits that are not served by the City are served by 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
Treatment Plant ("HTP"), 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 TenninalIsland 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.
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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:

EXISTING

Treatmeut

TABLEt
WASTEWATER TREATMENT

Facility

Curreut
Desigu
Capacity
(mgd) (1)

Average
Flow
(mgd) (2)

1923
1976
1984

450
20
80
550

288
20
46
354

1935

30

Approximate
First Year
of Operation

HYPERION SYSTEM
Hyperion'"
Los Angeles-Glendale'?
Tillman(4)
Total Hyperion System
TERMINAL ISLAND SYSTEM
Terminal Island'"
TOTAL BOTH SYSTEMS

FACILITIES

.5..80

~

368

Source: City of Los Angeles, Bureau of Sanitation.
"mgd" means million gallons per day.

(1)
(2)
(3)
(4)

(5)

These numbers are average flows for Fiscal Year 2012.
This facility utilizes activated sludge secondary treatment.

These facilities utilize activated sludge secondary treatment followed by coagulation, filtration, chlorination and
dechlorination.
This 'facility utilizes activated sludge secondary treatment, microfiltration and reverse osmosis.

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 125 years ago. See "Wastewater System Capital Improvement
Program - Current Major Projects of the Wastewater Capital Improvement Program - Projects under
Construction - 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 storm water collection and conveyance system is separate from the wastewater
collection and conveyance system. Storm water is discharged into the Santa Monica Bay and Los Angeles
Harbor through a series of storm drains. Under certain circumstances, some dry weather urban runoff is
diverted to the wastewater collection system for treatment at the HTP.

Hyperion Service Area. The Hyperion service area consists of a series of local, collector and
interceptor sewers terminating at the HTP. The seven main interceptor sewers in the Hyperion service
area are the Central Outfall Sewer ("COS"), the Coastal Interceptor Sewer ("CIS"), the East Central
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Interceptor Sewer ("ECIS"), the Northeast Interceptor Sewer ("NElS"), the North Central Outfall Sewer
("NCOS"), the North Outfall Sewer ("NOS"), and the North Outfall Replacement Sewer ("NORS").
Hyperion Treatment Plant. The existing HTP, designed for an average flow of 450 mgd,
currently treats an average flow of approximately 288 mgd, The HTP has a total wet weather flow
capacity of 850 mgd. The HTP provides secondary treatment utilizing the pure oxygen activated sludge
process.

The City has entered into two agreements with DWP to provide for steam and power to the HTP.
Pursuant to a gas transfer/power purchase agreement between the City and DWP, the City delivers to
DWP its surplus methane gas from the HTP in exchange for power from DWP at a significantly reduced
rate. Pursuant to an operating agreement between the City and DWP, DWP supplies steam from its
Scattergood Generating Station to the adjoining HTP in return for a conversion charge. A steamline has
been constructed between the Scattergood Generating Station and the adjoining HTP to provide the HTP
with the inexpensive process steam. DWP has notified the City of its intent to terminate the steam and
power agreements at the end of2014. The City is in negotiations with a company to beneficially reuse the
digester gas for power and steam production at the HTP.
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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 HTP. In Fiscal
Year 2012, the DCTWRP and the LAGWRP returned a total of 8.3 mgd of sludge to the HTP 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 dowutown 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 five mgd of wastewater. Reclaimed water from the TIWRP
is sold by DWP for its own account.
The following table sets forth the System wastewater flows for Fiscal Years 2003 through 2012
for each treatment plant. The decrease in wastewater flow over the last decade is attributable to water
conservation efforts and, for more recent years, dry weather. The City expects that the wastewater flow
has generally stabilized and will not decrease materially below current levels. The rate increases
undertaken by the City in Fiscal Years 2011 and 2012 took into account the lower wastewater flow. See
"Financial Operations of the Wastewater System - Number of Customers and Billable Wastewater
Volume" herein.
TABLE 2
HISTORIC WASTEWATER FLOW
(Amouuts iu Milliou Gallous Per Day)
Fiscal Year
Euded Juue 30

HTP

LAGWRP

DCTWRP

TlWRP

TOTAL

2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

342
339
358
337
341
322
314
300
300
288

16
16
16
15
17
17
19
20
20
20

61
61
57
54
54
48
48
48
47
46

16
15
16
16
16
16
16
16
16
14

435
431
447
422
428
403
397
384
383
368

Source: City of Los Angeles, 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, E1 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.
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, including sewers with
diameters that are 36 inches or larger and pay shares of half the costs of sewers with diameters that are 30
to 36 inches in diameter, 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 toa 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. Certain of the Agencies have
requested incremental extensions of their contracts. 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"). The nine SDC Entities operating under the older SDCs account for 0.6 mgd, which is I % of
the 29 Entities' total flow. 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.

23
244410.4 037298

as

Flow Contributed by the Entities. The Entities contributed approximately 14 percent of the
System flow in Fiscal Year 2012. The five largest Entities (Beverly Hills, Los Angeles County Sanitation
District Number 4, Culver City, Glendale and Santa Monica) accounted for approximately 76 percent of
the 29 Entities' total flow. The next five largest Entities accounted for approximately 17 percent of the
Entities' total flow. The following table sets forth the largest Entities and the flow contributed by each.

MAJOR SUBSCRIBING

TABLE 3
ENTITIES AND FLOW CONTRIBUTED
Fiscal Year 2012
Actual
Flow
(mgdj'"

Entities
Glendale
Santa Monica
Beverly Hills
Culver City
Los Angeles County Sanitation District #4

14.67
11.36
4.87
3.87
3.17

Burbank(2)
San Femando
Crescenta Valley Water District
EI Segundo

2.64
1.87
1.47
1.43

Marina Del Rey

1.26

Los Angeles County Sanitation District #5
Universal City
Veterans Administration
Los Angeles County Sanitation District #16

0.80
0.62
0.47
0.39

Las Virgenes Municipal Water District
Los Angeles County Sanitation District #9
All Others
Total

0.35
0.22
0.50
49.96

Source: City of Los Angeles, Bureau of Sanitation.
"mgd" means million gallons per day.

(1)
(2)

Reflects the flow that was used in billing Burbank for its wastewater service. However, this amount may be revised due to
flow monitoring issues that are still being resolved.

Other Treatment Facilities. The City of Burbank independently owns and operates a wastewater
treatment facility capable of treating up to nine mgd of Burbank's wastewater flow. The remaining flow
and the biosolids from Burbank's plant are deposited into the System. Burbank could expand its facilities
to treat all of the wastewater now produced in Burbank. However, any biosolids generated by 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 all 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
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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 2008 through 2012. These amounts constituted approximately 3% of total System revenues
in Fiscal Year 2012.
TABLE 4
SEWER CONSTRUCTION AND MAINTENANCE FUND
CONTRACTUAL WASTEWATER SERVICES RECEIPTS
CASH BASIS (UNAUDITED)
(in Thousands)
Wastewater Service
Contract Receipts

Fiscal Year Ended June 30

Operation and Maintenance(J)
Capital'"
Total(J)

2008

2009

$ 13,041
14,942
,$ 27.982

$ 12,887
13,411
,$ 26.298

2010
$ 16,097
15,382
.L3..l,479

2011

2012

$ 12,991
9,757
$.22.748

$ 15,848
8,946
,$ 24.794

Source: City of Los Angeles, Department of Public Works - Office of Accounting, from records of the City Controller.
Higher amounts for Fiscal Year 2010 include payments relating to higher than usual wastewater flows from certain
Agencies. Higher amounts for Fiscal Year 2012 include payments that would usually be paid in 2011.
(2)
The Entities' shares of the System's capital costs decreased as the total capital costs of the System have decreased. In
(1)

(3)

addition, the proportion of capital costs
conveyance projects) decreased as the
defined) goals. The City anticipates the
in future years,
Total may not equal sum of components

that were billable to the Entities (i.e.., the costs associated with treatment and larger
City focused its resources on replacing smaller sewers to meet its CSSA (herein
total capital costs of the System and the Entities' shares of those costs will increase
due to rounding.

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, the
City does not represent that any existing or additional safety and security measures will be adequate in the
event that terrorist activities are directed against the System or that costs of security measures will not be
greater than currently anticipated. Further, damage to components of the System could have a material
adverse impact on the City's expenditures for repairs to the System. See "Security and Sources of
Payment for the Series 2013 Senior Lien Bonds - Insurance and Condemnation" herein for a description
of insurance for the System.
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 of the City Council, the City Controller and City Attorney are
elected officials.
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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. 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 Cityowned property. An organization chart of the structure of the City government, the Department of Public
Works, the Bureau of Engineering and the Bureau of Sanitation is on the following page.
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Office of Accouuting
The Office of Accounting of the Board of Public Works (the "Office of Accounting") provides
the accounting and financial services to the Department of Public Works for all 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.
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 Air Treatment Facilities
and the rehabilitation of the North Outfall Sewer, 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 oflocal storm drains.
A Director, four Assistant Directors and a Chief Financial Officer, who together constitute the
Bureau of Sanitation's Executive Office, head the Bureau of Sanitation. There are Assistant Directors in
charge of the HTP, DCTWRP, LAGWRP and TIWRP; the Collection System, engineering services and
watershed management; Technical Services; and Solid Resources Management. All Assistant Directors
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.
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The Financial Management Division handles financial matters including the development and
implementation of policies and procedures. The manager of this division and the manager of the
Administrative Division report directly to the Chief Financial Officer.
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 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 2013 Capital Program includes approximately 121 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 !he 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 !he 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 $916 million during the five-year period from Fiscal Year 2013 through Fiscal Year 2017.
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Prior Year Expenditures
The following table sets forth the capital expenditures made by the City for the CIP from Fiscal
Years 1987 through 2012.

WASTEWATER

Fiscal Year
Ended
June 30
Prior Years (2)
2003
2004
2005
2006
2007
2008
2009
2010
2011 (7)

201i7)
Total

System-Wide
Collection
and Pumping
$1,099,446

TABLE 5
CAPITAL IMPROVEMENT
PROGRAM EXPENDITURES
Fiscal Years 1987 through 2012(1)(Unaudited)
(in Thousands)

Wastewater Treatment
Other(lj
Hyperion
Total
$1,771,629

239,377
172,032
112,566
142,976
111,754
112,571
155,827
104,190
83,180
48,480

29,681
27,120
17,089
26,251
27,784
8,461
38,458
27,188
44,248
19,430

$4.382122

~,mZ,332

Major Capital
Improvement'?

Capital
Labor(5)

Total(6)

$219,946

$1,991,575

$3,091,021

$1,022,883

$4,113,904

8,101
8,303
25,276
31,573
60,572
31,624
12,311
21,489
9,501
8,070
$436,166

37,782
35,423
42,365
57,824
88,356
40,085
50,769
48,677
53,749
27,500

277,159
207,455
154,931
200,800
200,110
152,656
206,596
152,867
136,929
75,980
~856,5Q4

63,310
67,024
71,141
76,717
84,953
79,431
69,938
75,538
61,549
50,318

340,469
274,479
226,072
277,517
285,063
232,087
276,534
228,405
198,478
126,298

$1.124802

$.6,512,3J).6

~A74,)05

Source: City of Los Angeles, 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.
(2)
Includes capital improvements from Fiscal Year 1987 through Fiscal Year 2002.

(1)

rn

Includes LAGWRP, DCTWRP, and TIWRP projects.

(4)

Represents the sum of System-wide collection and pumping expenditures and wastewater treatment expenditures.

(5)

(6)
(7)

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,
Represents the sum of major capital improvement expenditures and capital labor expenditures,
Capital expenditures in Fiscal Years 2011 and 2012 were reduced pending the outcome of the rate adjustment process,

Current

Major Projects of the Wastewater

Capital Improvement

Program

Projects under Construction. The following projects are currently under construction. The cost
estimates set forth below may be increased and expected completion dates may be delayed due to
unexpected events, circumstances or conditions. See "- Financing Plans for the Wastewater Capital
Improvement Program" herein.
Air Treatment Facilities. The City is constructing three air treatment facilities along large
interceptor sewers at an estimated cost of $45 million, of which $15 million remains to be spent.
Construction of the first two air treatment facilities has been completed. Construction of the third facility
began in October 2012, with completion scheduled in June 2014.
Wastewater Control System Replacement Projects. The City has two projects to replace and
upgrade the existing distributed control system and supervisory control and data acquisition system at an
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estimated cost of $40 million, of which $38 million remains to be spent. Construction of the projects
began in January 2012, with completion scheduled before 2017.
Venice Pumping Plant Dual Force Main. The City is planning the construction of 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 $53 million. However, the construction start and end dates for this project arc
unknown because oflitigation relating to requirements under the California Environmental Quality Act.
Secondary Sewer Renewal Program. In addition to these individual projects, the City's
Secondary Sewer Renewal Program ("SSRP") will comprise a large portion of the Cll", The City has
agreed to renew a rolling three-year average of 60 miles of sewers per year starting [rom Fiscal Year 2008
through 2014 pursuant to the Collection System Settlement Agreement ("CSSA"). The majority of these
projects will be renewals of secondary sewers. The SSRP includes 81 projects for Fiscal Years 2013
through 2017 and is projected to cost an aggregate $90 million. See "Regulatory Requirements Affecting
Operation of the System- Collection System Settlement Agreement" herein.
The Northeast Interceptor Sewer. Phase 2A. The City is planning the construction of 3.67 miles
of sewer to relieve the NOS from just south of the Los Angeles Glendale Water Reclamation Plant
downstream to the existing NElS. The estimated cost of this project is $180 million, including $130
million through Fiscal Year 2017. Construction of the project is scheduled to start in September 2014,
with completion in December 2017.
Additional Projects. In addition to the above, the City plans to spend $590 million through Fiscal
Year 2017 to fund over 75 additional projects. These projects include sewer rehabilitations, new sewers
and rehabilitations and process enhancements at the four treatment plants.
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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 2013 through 2017.
TABLE 6
SUMMARY OF CAPITAL IMPROVEMENT
PROGRAM
Fiscal Years 2013 through 2017
(in Thousands)
Fiscal
Year
Ending
June 30
2013(4)
2014(4)
2015
2016
2017
Total

Major Capital Improvement'"
Collection and Wastewater
Treatment(2) System-wide
Pumping
$

s

50,800
82,000
123,400
136,000
138,500
53Q,1QQ

$

42,800
57,400
77,100
68,400
60,100
L1(li,80Q

$ 22,700
21,400
7,400
5,200
22,400
72,100

s

Sub-Total
Non-Labor

Capital
Labor(3)

Total

$ 116,300
160,800
207,900
209,600
221,000
215,6OQ

$ 60,300
73,200
77,600
79,100
80,700
L3~Q,9JlO

176,600
234,000
285,500
288,700
301,700
U,286,500

s

$

Source: City of Los Angeles, Bureau of Sanitation.
Estimated.
(2)
Includes the IUP, LAGWRP, DCTWRP, and TIWRP projects.
(1)

(3)

(4)

Includes retirement contributions for System staff who work on the CIP. See "Financial Operations of the Wastewater
System - Retirement and Other Postemployrnent Benefits Contributions" herein for a description of the System's
contributions, through the City, to LACERS (herein defined).
Capital expenditures in Fiscal Year 2012 were reduced pending the outcome of the 2012 rate adjustment process described
herein. Planned capital expenditures for Fiscal Years 2013 and 2014 reflect incremental increases to capital expenditures
from the reduced Fiscal Year 2012 levels.

Integrated Resources Plan. In 2006, the City completed an Integrated Resources Plan ("IRP")
for the period through Fiscal Year 2020 that evaluated the needs of the System in conjunction with water
reclamation, groundwater recharge, and storm water management. The projects set forth under the IRP
constitute a portion of the projects to be completed pursuant to the City's CIP, which accounts for
projects for the next ten years. The timing and cost of individual projects depends on actual and projected
wastewater flow, and other factors affecting operation and maintenance. Additional projects may be
required pursuant the IRP depending on system flow, regulatory requirements and other factors. The IRP
proposes capital improvements in the last three years of the plan (2018 through 2020) that are currently
estimated to cost $150 million. As described above, the CIP includes a total of $916 million of capital
projects through Fiscal Year 2017.
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 Capital Improvement Program" below.
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, Assistant Directors, and
Financial Manager of the Bureau of Sanitation and the Wastewater Deputy City Engineer annually
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evaluates the Cll' 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. The last 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,
upgrades, programs and strategies necessary to move the City's sewage from homes and businesses
through the primary and secondary sewer drainage basins to the wastewater treatment and water
reclamation plants.
Financing Plans for the Wastewater 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 $771
million of the Cl'P expenditures from Fiscal Years 2013 through 2017 will be financed through the
issuance of bonds, notes or other forms of indebtedness.
Senior Lien Bonds and Subordinate Bonds are issued pursuant to the Charter of the City and the
Authorizations under which the voters of the City authorized the issuance of wastewater system revenue
bonds and notes in an aggregate principal amount of $3.5 billion, of which $263.2 million remains to be
issued, prior to the issuance of the Series 2013-A Senior Lien Bonds. The voters of the City subsequently
approved a new Charter which became effective July 1,2000. Under the new Charter, additional revenue
bonds and notes of the City may be issued upon adoption of a procedural ordinance and without any
further authorization by the voters of the City.
The City had $163.3 million aggregate principal amount of outstanding loans from the Clean
Water State Revolving Fund (the "SRF") as of March I, 2013. The City'S existing SRF Clean Water
loans will be paid through Fiscal Year 2025. The City has negotiated an initial financing agreement with
the State Water Resources Control Board ("SWRCB") to obtain a $3 million SRF loan for an upcoming
sewer rehabilitation project, a loan which will be forgiven by the SWRCB if the City complies with the
terms of the loan. The City has received $533,345 for the design of the project. However, execution of
the final agreement is pending resolution of litigation related to the bid award of the project. 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 CP Notes.
As of March I, 2013, the SCM Fund had received a total of $174 million in FEMA and State
disaster reimbursements related to earthquake repairs for the System. All earthquake repair projects have
been completed. The SCM Fund may receive approximately $37 million in reimbursements from FEMA,
the State and other City funds, subject to eligibility determinations and the availability of fuuds. The
financial projections set forth in this Official Statement include the receipt of $29 million reimbursement
from FEMA. The City expects final closeout and payment to occur by Fiscal Year 2015. The City
continually evaluates opportunities for grant funds, but is not currently constructing any large projects
funded by federal or State grants.
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The following table sets forth the projected major funding sources for the CIP for Fiscal Years
2013 through 2017.
TABLE 7
PROJECTED MAJOR FUNDING SOURCES FOR
WASTEWATER CAPITAL IMPROVEMENT
PROGRAM
(in Thousands)
Fiscal Year Ending June 30
Description

2013

Net Debt Financing'{'
Grants I FEMA
WSC(2)Capital Payments
System Revenues
Interest Income
Use of available fund balances
Total(3)

$ 154,144
4,944
8,442
6,549
2,521
0
116,6QQ

s

2015

2014
$ 84,820
23,000
10,208
91,000
2,659
22,313
$23.4,000

$

s

195,212
6,000
18,354
62,820
3,114
0
285,iOO

2016

Total

2017

$ 169,482
1,000
18,519
96,463
3,236
0
$.28B,:ZOQ

$ 152,810
1,000
20,321
123,385
3,179
1,004
L.1Ql,70Q

$ 756,468
35,944
75,844
380,218
14,709
23,317
$1,286,5011

Source: City of Los Angeles, Bureau of Sanitation.
See Table 21 hereof for projected debt financings and assumptions relating thereto.
(2)
Wastewater Service Contracts.
(3)
Excludes prior fiscal year's ending fund balance. Total may not equal sum of components due to individual rounding.
(1)

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. 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
constitute the largest component of the System's total operating receipts, having
comprised over 88% of total operating receipts of the System annually from Fiscal Year
2008 through Fiscal Year 2012. Revenues from the sewer service charge are anticipated
to be approximately 90% of Revenues for Fiscal Year 2013.

•

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
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wastewater surcharge and fees are anticipated to be approximately one percent of
estimated Revenues for Fiscal Year 2013.
•

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 1.5 percent of Revenues for Fiscal Year 2013.
•

Wastewater Service Contracts: The wastewater service contracts with the Entities provide
for cost reimbursement of capital and operation and maintenance expenses. Revenues
from WSC operation and maintenance payments are anticipated to be approximately
three percent of Revenues for Fiscal Year 2013.

•

Miscellaneous Fees: These fees include bonded sewer fee, 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 sewer service charge, 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 Sewer Service Charge ("SSC") based on a
rate of $3.57 per 100 cubic feet of wastewater discharged into the System. As described below, the City
has adopted a series of annual SSC rate increases through Fiscal Year 2021. The adopted SSC rate
increases are expected to provide approximately $1.97 billion in additional revenues over the next ten
years to fund $2.26 billion additional capital projects and debt financing relating thereto. The SSC is
expected to provide approximately $516 million in revenue for Fiscal Year 2013. See "Financial
Operations of the Wastewater System - Projected Statement of Revenues and Expenditures" herein.

The current SSC rate and the annual SSC rate increases adopted by the City through Fiscal Year
2021 are set forth in the following table.
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SEWER SERVICE

Effective Date
Current Rate
July 1,2013
July 1,2014
July 1,2015
July I, 2016
July 1,2017
July 1,2018
July 1,2019
July I, 2020

TABLES
CHARGE RATE INCREASES
SSC Rate
($/bct)
$3.57
3.73
3.97
4.23
4.51
4.80
5.11
5.44
5.80

Percentage Increase
from Prior Year
4.5%
4.5
6.5
6.5
6.5
6.5
6.5
6.5
6.5

The determination of the Sewer Service Charge (the "SSC") for residential customers, including
multiple family dwellings up to four units, is based on winter water uses, 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 appJied 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 $3.57 per 100 cubic of 93 percent of total metered water usage effective July 1,2012. The
default percentage discharge may be adjusted within a range of90 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.
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The ten largest customers of the System for Fiscal Year 2012 provided approximately five
percent of the SSC revenue. The following table sets forth the SSC for each of the ten largest customers:
TABLE 9
SEWER SERVICE CHARGE BILLED TO
TEN LARGEST CUSTOMERS
Fiscal Year 2012
User

Customer

Los Angeles Unified School District
County of Los Angeles
City of Los Angeles
University of California - Los Angeles
ConocoPhillips

School district
Government
Government
Education
Petroleum product refiner
Brewing company
Education
Government
Apartment complex
Property maintenance; real
estate agents and
managers

Anheuser-Busch, Inc.
University of Southern California
US Government
Park La Brea
Henry Weiss

TOTAL

Type

SSC Billed
$

3,856,322
3,818,175
3,570,242
2,945,210
2,737,941
2,525,699
1,471,130
1,319,218
1,083,348

1,015,375
L.24,;345.660(1)

Source: City of Los Angeles, Bureau of Sanitation.
Total cash basis sse revenue for Fiscal Year 2012 was $456,308,450.

(1)

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 ofSS (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, 2012, the QSF rates have been $0.377 lIb for BOD and
$0.380/Ib for SS.
The City has adopted a series of annual QSF rate increases that will go into effect through Fiscal
Year 2021, which increases are expected to provide approximately $22 million in additional revenues
over the next ten years. The QSF is expected to provide approximately $6.5 million in revenue for Fiscal
Year 2013. See "Financial Operations of the Wastewater System - Projected Statement of Revenues and
Expenditures" herein.
The current QSF rate and the annual QSF rate increases adopted by the City through Fiscal Year
2021 are set forth in the following table.
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TABLE 10
QUALITY SURCHARGE FEES RATE INCREASES

Effective Date
July 1,2012
July 1,2013
July 1,2014
July 1,2015
July 1,2016
July 1,2017
July 1,2018
July 1,2019
July 1,2020

BOD Rate
($/pounds of BOD)
$0.377
0.393
0.416
0.441
0.470
0.500
0.533
0.567
0.604

Percentage
Increase from
Prior Year
4.0%
4.0
6.0
6.0
6.5
6.5
6.5
6.5
6.5

SS Rate
($/pounds of SS)
$0.380
0.395
0.419
0.444
0.472
0.503
0.536
0.571
0.608

Percentage
Increase from
Prior Year
4.0%
4.0
6.0
6.0
6.5
6.5
6.5
6.5
6.5

Most of the QSF revenue is attributable to certain large customers of the System. A single
industrial user, Anheuser-Busch, Inc., with a total surcharge of $2,163,747, accounted for approximately
21 percent of the QSF revenue in Fiscal Year 2012. Baxter Healthcare Corporation is the second largest
QSF revenue contributor with a total surcharge of $978,874. Juanita Foods, Hostess Brands, and Darling
International followed with total surcharges of $571,412, $315,295 and $301,858 in Fiscal Year 2012,
respectively.
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 2021 are set forth in the following table.
TABLE 11
"LOW-STRENGTH"
SSC RATE INCREASES

Effective Date
July 1,2012
July 1,2013
July 1,2014
July 1,2015
July 1,2016
July 1,2017
July 1,2018
July 1,2019
July 1,2020

"LOW-Strength" SSC Rate
($/hcf)
2.477
2.588
2.756
2.936
3.126
3.330
3.546
3.777
4.022

Percentage Increase
From Prior Year
4.5%
4.5
6.5
6.5
6.5
6.5
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
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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 $264 to $3,167 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 2012, 16,634 local TUs were permitted to discharge to the
System. Permit Application Fees are currently $385. The City also has established Significant Industrial
User ("STU") fees. All TUs with discharges in excess of25,000 gallons per day of process wastewater, and
all TUs that are subject to the Federal Categorical Pretreatment Standards established by the US EPA
regardless of their discharge amounts, are classified as STUs. There are 244 SIUs currently regulated by
the City. Existing SIU fees range from $2,551 to $4,533, depending on the SIU classification. The City
has adopted a series of annual increases through Fiscal Year 2021 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 STU fees will
account for approximately 2.5 percent of estimated Revenues for Fiscal Year 2013.
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, 2012, approximately 9,417 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 $385 and pay an annual Inspection and Control Fee of $264.
As of June 2012, the City also permits and regulates approximately 1,503 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.

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 2013 Senior Lien Bonds. These
contracts generally extend through the useful life of the facilities which transport or treat the respective
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Entity's wastewater. However, all Sewage Disposal Contracts are subject to renegotiation as described
below. See "The Wastewater Service Area and Facilities - Subscribing Agencies" herein.
Historical Sewer Rates and Charges
The following table sets forth the City's SSC, QSF and SFC from Fiscal Years 2009 through
2013.

TABLE 12
SEWER CONSTRUCTION AND MAINTENANCE FUND RATES AND CHARGES
Fiscal Year 2009 throngh 2013

Fiscal Year
Ended June 30
2009
2010
2011
2012(5)
2013(6)

Sewer
Service
Charge'!'
$3.27
3.27
3.27
3.42
3.57

Quality Surcharge Fees(2)
BOD
SS
$0.349
0.349
0.349
0.363
0.377

$0.351
0.351
0.351
0.365
0.380

Sewerage Facilities
Charge
(per 100 gal. avg. flOW)(3)
$325.00
325.00
325.00
413.00
413.00

Typical Monthly
Single Family
Residential SSC(4)
$29.97
29.97
29.97
31.22
32.13

Source: City of Los Angeles, Bureau of Sanitation.
(1)
This charge is based on dollars per 100 cubic feet (hef 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 90% of total metered water usage through April 5, 2012. See "Financial Operations of
the Wastewater System - Sewer Rates and Revenues" herein for a description of adjustments to the default percentage
discharge for commercial customers through Fiscal Year 2021.
(2)
The surcharge is based on a rate per pound of BOD or SS in excess of domestic strength wastewater.
(3)
Sewerage Facilities Charge includes strength charges based on 265 mglL BOD and 275 mgIL SS.
(4)
These figures do not reflect effects of low-income assistance program. Amounts based on average billable wastewater
volumes of approximately nine hcf per month, projected as of 20 13.
(5)
Rates and charges effective as of April 6, 2012 through the end of tis cal year 2012.
(6)
Rates and charges effective as of July 1,2012. The rates and charges, except for the SFC, will increase each year thereafter
until July 1, 2020. See "Financial Operations ofthe Wastewater System - Sewer Rates and 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.

40
244410.4 037298

as

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 I. 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 July I, 2020 without further action by the City. See "Financial Operations of the
Wastewater System - 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 Sewer
Service Charge and the Quality Surcharge Fee, the only user fees to which Proposition 218 applies.
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 XmD 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 XIlID. 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 feesand charges imposed prior to November 6, 1996.
"Fees" and "charges" are not expressly defined in Article XIlIC 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 XIlIC and Article XmD ("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 XlIID and are also fees or charges within the meaning of Section 3 of Article
XIIlC. 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 XIIlC.
In the Bighorn Decision, the California Supreme Court did state that nothing in Section 3 of
Article XlIIC authorizes initiative measures that impose voter-approval requirements for future increases
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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 2013 Senior Lien
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 XIIIO 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 xmo 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.
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 xmo 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 XIIIO in connection with such proposed increase. No assurance can be given that
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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 XIllC 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 XmD
(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. The DWP is working with MWD to develop
supply reliability for the City and all of MWD's service area. MWD has developed an Integrated
Resources Plan that seeks to implement a balanced water supply mix which will allow it to provide a
reliable, long-term water supply for Southern California. However, 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. See also "- Number of Customers and
Wastewater Usage," below.

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 continued 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 and/or distribution capabilities of DWP, impair the financial stability of DWP, affect
infrastrncture 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 - Risks Relating to the
Water Supply" herein.
City Water Supply Plan. The City has developed a Water Supply Action Plan (the "Water Supply
Plan") to address Los Angeles' water needs through 2030 through, among other things, water
conservation and water recycling. The Water Supply Action Plan seeks to develop water supply
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sustainability to the City through development of local resources and no net increase in imported water
supply deliveries. The City expects that, with coordinated efforts with MWD and DWP, MWD's and
DWP's water supplies will be sufficient to meet the City's future demands.
Number of Customers

aud Billable Wastewater

Volume

The following table sets forth the number of wastewater
wastewater volume subject to SSC during the past five fiscal years.

system

customers

and billable

Number of Customers
Fiscal Year Euded June 30
2009
2010
2011

2012

TABLE 13
WASTEWATER SYSTEM CUSTOMERS AND
BILLABLE WASTEWATER VOLUME

Customer

Class

Single Family
Small Multifamily
Large Multifamily
Conunercial/lndustrial
All Others
Total Customers

Customer

Class

Single Family (2)
Small Multifamily'"
Large Multifamily'"
Commercial/lndustrial'"
All Others(3)
Total Billable Wastewater Volume

2008
461,988
72,114
43,442
57,204
4,911
639,659

461,209
72,063
43,429
56,818
4,963
638.482

463,999
71,909
43,391
56,406
4,992
!i;!Q.697

474,442
71,471
43,749
56,221
4,974
650.857

Billable Wastewater Volume'"
Fiscal Year Ended June 30
2009
2010
2011

2008

54,230
14,496
49,003
34,533
4,790
151 Q52

56,702
13,903
50,210
36,523
4,862
162.201

55,736
14,727
46,032
31,912
3,942
.152,342

51,125
14,183
45,836
31,767
4,276
141,181

478,925
71,871
44,092
56,806
5,126
6)6.820

2012
50,693
13,711
46,071
31,584
4,663
146,722

Source: City of Los Angeles, Bureau of Sanitation.
In thousands of hcf (hundred cubic feet).
(2)
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.
(3)
Billable wastewater volume was generally equal to 90 percent of total annual water sales volume. All customers who can
demonstrate that their billable wastewater volume is less than 72 percent of annual water sales were billed at the lower estimate.
See "Financial Operations of the Wastewater System - Sewer Rates and Revenues" for a description of adjustments to the default
percentage discharge for commercial customers through Fiscal Year 2021.

(1)

Reductions in billable wastewater volume in Fiscal Years 2008 through 2012 were caused by
slight changes in the number of customers and the success of water conservation measures, which were
voluntary in Fiscal Years 2008 and 2009 and mandatory beginning June 1,2009. Although the number of
customers increased in Fiscal Years 2010 through 2012, the billable wastewater volume continued to
decrease due to water conservation. The lower billable wastewater volumes resulted in reductions in
revenue that would otherwise have been generated had the wastewater volume not declined in Fiscal
Years 2008 through 2012 of approximately $7 million, $24 million, $40 million, $57 million and $26
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million respectively. These reductions were accounted for in the rate adjustment calculations. In addition,
the adjustment to the default percentage discharge for commercial customers from 90 percent to 93
percent in 2013 and projected population increases are expected to result in an increase of billable
wastewater volume in the future. See "Financial Operations of the Wastewater System - Sewer Rates and
Revenues - Sewer Service Charge" herein.
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The following table sets forth the projected number of System customers and bilJable wastewater
volume subject to SSC for Fiscal Years 2013 through 2017.
TABLE 14
PROJECTED WASTEWATER SYSTEM CUSTOMERS
BILLABLE WASTEWATER VOLUME

Customer

Class'"

Single Family
Small Multifamily
Large Multifamily
CommerciallIndustrial
All Others
Total Customers

Customer

Class(l)

Single Family-"
Small Multifamily'"
Large Multifamily'?
Commercial/Industrial'?'
All Others(4)(S)
Total BilJable Water Sales

2013
480,450
71,880
44,110
56,830
5.130
658.400

2013
53,812
14,091
48,040
33,827
5.232
155.002,

AND

Number of Customers
Fiscal Year Euded Juue 30
2014
2015
2016
480,630
71,890
44,130
56,850
5.130
658.630

480,820
71,900
44,150
56,870
5.140
.658.880

481,010
71,910
44,180
56,890
5,140

~130

2017
481,190
71,920
44,200
56,910
5.150
659370

Billable Wastewater Volume'i'
Fiscal Year Euded June 30
2014
2015
2016

2017

53,854
14,095
48,152
33,852
5,241
155.194

53,896
14,099
48,263
33,876
5,249
155383

53,833
14,093
48,096
33,839
5,237
155.0.2.8

53,875
14,097
48,207
33,864
5,245
155.288.

Source: City of Los Angeles, Bureau of Sanitation.
(1)
(2)
(3)

(4)

(5)

Assumes growth rate of 0.04 percent.
In thousands of hcf (hundred cubic feet).
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.
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 "Financial Operations of the Wastewater System - Sewer
Rates and Revenues" for a description of adjustments to the default percentage discharge for commercial customers through
Fiscal Year 2021. 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.
Prior to April 6, 2012, certain public agencies only paid the O&M portion of the sse. This was reflected on their bills as an
adjustment to the volume, rather than the rate, The Fiscal Year 2013 Billable Wastewater Volumes reflect the full volume.
for which the agencies now pay both the O&M and capital share of the sse.

Billing and Collection

Sewer Service Charge. Billing and collection services for the SSC are provided by the DWP.
Residential customers are predominately billed bimonthly and commercial customers are generally billed
on a monthly basis. Some customers whose bills are disputed are bilJed by the Office of Finance. The
DWP prepares a single bilJ covering charges for water, electric, sewer, solid waste collection and
recycling services, multi-family bulky item collection, and State and local taxes. The DWP transfers
projected SSC revenue to the SCM Fund on a weekly basis. The first three transfers of the month are
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based on expected revenues. The last payment of the month is adjusted for the actual revenues received
for the month, less a monthly billing and collection fee of $248,400.
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
following billing period are credited first to the services in arrears, and then 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.
The 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 andlor
electrical service on the first field call. Should the bill remain unpaid ten days after the initial shut off, the
water andlor electrical service may be permanently discontinued if a follow-up check in the field
confirms this cnstomer 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, the 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 pntting 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 andlor 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 bilI 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 2012, $4,532,786 was written off in this manner.
In 2013, DWP will be replacing their billing system. For a period of time after the
implementation of the new system, it is possible that the normal delinquency procedures will be delayed
or suspended pending confirmation that the delinquencies are not being artificially created by the billing
system.
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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 tbe 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 montb in which they are due become delinquent and a
delinquency charge of 2.5 percent of tbe principal balance owed is added to the amount due. The
delinquent dates are February 1, May I, 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 Service Area and
Facilities-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 in advance 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 tbe 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 tbe essential nature of tbe 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:
TABLE1S
BUREAU OF SANITATION AUTHORIZED
Fiscal Year Ending
June 30
2009
2010

POSITIONS

Authorized Number
of Positions
1,475
1,350
48
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2011
2012
2013

1,318
1,251
1,249

The Bureau of Sanitation workforce is 99% unionized under the Coalition of Los Angeles City
Unions, the non-coalition Engineers and Architects Association, and the non-coalition Service Employees
International Union - Units 8 and 17. The City's memoranda of understanding with the majority of
bargaining units represented by the Coalition of Los Angeles City Unions and the Service Employees
International Union - Units 8 and 17 are effective through Fiscal Year 2014. The City's contracts with
the Engineers and Architects Association and..th~!rt~l;P~ti0l1alUnion of Operating Engineers (MOU 9)
are effective through Fiscal Year 2013. [Updateavailably7] See Appendix A "City of Los Angeles
Information Statement - Financial Operations - Labor Relations" attached hereto.
During Fiscal Year 2010, as part of the Early Retirement Incentive Program described in
Appendix A hereto, certain System positions were eliminated and many employees performing work for
the System received work hour reductions ranging from 59.5 hours to 26 days. There were no such work
hour reductions in Fiscal Years 2011 and 2012, and no work hour reductions are expected for Fiscal Year
2013. The System has not experienced any work stoppage since 2006 and does not anticipate any work
stoppage.
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 - "City of Los Angeles Information Statement - Financial Operations - Retirement and
Pension System" and "- Other Post-Employment Benefits" attached hereto. Such System-related
expenses, including any additional amounts relating to the Early Retirement Incentive Program, are first
paid from the City's Geueral 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 governmeut 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.
As of June 30, 2012, the System's percentage share of the City's pension and OPEB costs was
[§;'[2]%. 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 2008
through 2012.
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TABLE 16
SEWER CONSTRUCTION AND MAINTENANCE FUND
RETIREMENT AND OPEB CONTRIBUTIONS

Fiscal Year
2008
2009
2010
2011
2012
Source:

Total City
Contributton'"

Wastewater System
Contribntion (2)

$338,914,000
312,658,000
298,215,000
339,135,429
342,187,611

City of Los Angeles, Office of the City Administrative

$23,802,612
22,726,656
21,539,812
22,787,102
28,896,535

Wastewater System
Percentage
7.02%
7.27
7.22
6.72
8.44

Officer.

(1)

Total City contributions arc based on the CAP, which is based on actual historical data that Jags by two years and is reconciled by an

(2)

adjustment factor.
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 2013 is expected
to be $29,965,576, which is approximately 8.76% of the City's pension cost and 3.96% of the System's
budget. The City is currently projecting sigoificant increases to the amount it will contribute to LACERS
over the next three years. See Appendix A - "City of Los Angeles Information Statement - Financial
Operations - Retirement and Pension System" and "- Other Post-Employment Benefits" attached hereto
for a description of the City's historical and current projected pension and OPEB contributions. Because
of the manner in which the SCM Fund retirement and OPEB contributions are determined, the City's
projected retirement and OPEB contribution increases will impact the SCM Fund beginning in Fiscal
Year 2013. 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 labor-related projections set forth in the forepart of this Official Statement include projected
retirement cost components that were based on data available as of June I, 2012. Such projected
retirement costs preceded the City's current retirement contribntion projections, as set forth in
Appendix A, which are expected to change based on the strategies used by the City to address its
projected retirement contribution increases. The City'S current retirement contribution projections, as set
forth in Appendix A, are based on information provided by LACERS' actuary. LACERS' current
actuarial assumptions are based on the results of its recent triennial experience study for three-year period
from July I, 2008 through June 30, 2011, dated September 30, 2011. These assumptions include a
reduced assumed investment rate ofretum (from 8% to 7.75%), which became effective with the actuarial
valuation for the year ended June 30, 20 II and will be phased in over five years. 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.
Cash Receipts and Disbursements
The following table sets forth unaudited cash receipts and disbursements of the SCM Fund for
Fiscal Years 2008 through 2012.
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TABLE!7
SEWER CONSTRUCTION
AND MAINTENANCE FUND
SUMMARY OF OPERATIONS AND DEBT SERVICE COVERAGE
CASH BASIS (UNAUDITED) (in Thonsands)
Fiscal Year Ended Jnne 30
2010
2011
2009

2008
OPERATING RECEIPTS
Sewer Service Charge
Sewerage Facilities Charge
Industrial Waste Fees(1)
Wastewater Service Contracts'"
Interest Income(3)
Other
Total Operating Receipts
Non-Operating Revenues(4)
TOTAL REVENUES
LESS OPERATING EXPENSES(5)
NET REVENUES
SENIOR DEBT
Debt Service(6)
Debt Service Coverage'"
SUBORDINATE DEBT SERVICE
Commercial Paper Notes
Variable and Fixed Rate Subordinate Bonds
State Revolving Fund Loan
TOTAL DEBT
Debt Service without SRF Loans'"
Debt Service Coverage."
NET REVENUES AFTER DEBT SERVICE
NON-OPERATING REVENUES
Grant Reimbursement
Wastewater Service Contracts'"
FEMA Reimbursement
Total Non-operating Revenues
NON-OPERATING EXPENSES
Deposits to Escrow Accounts'"
BALANCE AVAILABLE(9)

2012

$468,964
10,520
17,016
13,041
16,695
4,201
$530,437
3,401
$533,838
257,592
$276,246

$480,840
6,082
17,516
12,887
6,310
2,743
$526,378
7,179
$533,557
275,179
$258,378

$478,333
4,172
16,065
16,097
3,743
7,890
$526,300
2,756
$529,056
238,635
$290,421

$477,118
10,219
17,135
12,991
3,789
4,317
$525,569
6,179
$531,748
254,727
$277,021

$456,308
4,606
15,399
15,221
3,845
1,739
$497,118
14,163
$511,281
267,850
$243,431

$ 80,433
3.43x

$ 82,176
3.l4x

$102,818
2.82x

$107,579
2.58x

$112,551
2.16x

$

$

$

$

$0
70,664
13,605
$196,820
183,215
1.33x

3,677
72,424
13,605
$170,139
156,534
l.76x
$IQ6,107

4,206
54,121
13,605
$154,108
140,503
1.84
$104.27Q

3,471
14,942
2,922
1-21,334

$

s

$ 1,412
$126,029

$ 3,628
$1]4,264

$

°

13,411
211

13,f,i22

875
56,760
13,605
$174,058
160,453
1.81x
$116,363

301
59,010
13,605
$180,495
166,890
1.66x
$.-2P,,526

$

$

°

15,382
5
$ 15,387
$

°

UllJ.2Q

°

s 46,611
$1,340
9,541
__ 0

9,757
1,088
10,845

:LJQ,881

4,335
$JJl1 036

_0
$57,492

s
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Source: City of Los Angeles, Office of Accounting.
Includes Quality Surcharge Fees, Permit Application Fees, Inspection and Control Fees, and SIU Fees.
(2)
Operations and maintenance portion of Wastewater Service Contract payments (excluding capital charge component, which is not
treated as Revenues).
(3)
Interest on all SCM funds except construction funds. Amounts in the SCM Fund are invested separately from amounts from the City's
General Fund.
(4)
Includes non-operating revenues considered in the debt service coverage calculation as defined in the Wastewater General Resolution.
The increase of $7,984 in Fiscal Year 2012 was due to increased reimbursement from DWP for costs of the advanced water purification
facility at the TIWRP and due to the sale of surplus properly.
(5)
Operating expenses for Fiscal Years 2008, 2009, 2010, 2011 and 2012 include sse refunds of approximately $1,221,000, $404,000,
$1,003,000, $149,000 and $476,000 respectively. Operating expenses in 2010 Were lower due to mandatory 10% staff furloughs.
(6)
Excludes SRF loan, which is subordinate to the Senior Lien Bonds, the Subordinate Bonds and the CP Notes.
(7)
This category includes only the capital portion of Wastewater Service Contract payments. The Entities' shares of the System's capital
costs decreased as the total capital costs of the System has decreased. In addition, the proportion of capital costs billable to the Entities
(i.e., the costs associated with treatment and larger conveyance projects) decreased as the City focused its resources on replacing smaller
sewers to meet its CSSA goals. The City anticipates the total capital costs of the System and the Entities' shares of those costs will
increase in future years.
(8)
Release of Debt Service Fund and Reserve Fund monies in connection with the refunding of certain Prior Bonds.
(9)
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.
(1)
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Sewer Constrnction

and Maintenance

Fnnd Cash Balances

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

and Maintenance

TABLE 18
SEWER CONSTRUCTION AND MAINTENANCE FUND
CASH BALANCES IN ALL FUNDS (UNAUDITED)
(in Thousands)

2008
UNRESTRICTED FUNDS
Sewer Construction and
Maintenance'"
Sewer Operation and Maintenance'"
Sewer Capital"
Total Unrestricted Funds

2009

As of Jnne30
2010

2011

2012

56,768 $
$ 130,693 $ 13,137 $
31,124
9,073
7,898
25,496
13,361
11,856
32,891(4) 1-]-.1.3..388 $
$~,121

63,457 $
27,595
19,947
110,222

s

64,365
28,988
18,113
111,466

$

s

RESTRICTED FUNDS
Construction Funds(5)
Reserve Funds'"
Debt Service Funds
Operation and Maintenance Reserve
Insurance and Liability Claims
Funds(7)
Emergency Fund
Rebate Funds
Total Restricted Funds

s

TOTAL FUNDS

$ 304.125. lL313A43

4,511 $ 120,362
89,610
98,651
15,091
18,045
33,355
34,962

$

94,099 $
95,902
13,298
34,277

95,412 $
107,605
19,045
34,277

36,027
100,687
18,984
27,277

3,000
3,000
5,000
5,000
532
431
150,22.& $ 280,552

3,000
3,000
5,000
5,000
431
431
$ 246,001 L264,770
$

3,000
5,000
431
121,406

L.35~.395 L...1l5,762

302,812

$

Source: City of Los Angeles, Office of Accounting. from records of the City Controller.
(I)

All Revenues are deposited into this account.

Amounts in the SCM Fund decreased from Fiscal Year 2008 to Fiscal Year

2009 as a result of the use of such amounts to pay for construction and related costs. The capital funds within the SCM Fund
Were replenished in Fiscal Year 2010 with proceeds of bond issuances, resulting in an increased cash balance for Sewer

(2)
(3)
(4)

(5)
(6)
(7)

O&M. Amounts in.the SCM Fund have been temporarily loaned to the City General Fund from time to time. Such loans are
typically repaid to the SCM Fund within a few days, with interest, in each case within the applicable fiscal year. No such
loans have been made in the last several years.
O&M expenses are paid from revenues transferred from the SCM Fund.
Grant receipts and Wastewater Service Contract capital payments are deposited into this account.
The reduction in total unrestricted funds for Fiscal Year 2009 was caused by the City delaying debt issuance for the System
due to market conditions, and instead using cash to finance a larger than expected percentage of construction projects during
the year. Proceeds of debt issuances late in Fiscal Year 2009 and during Fiscal Year 2010 were used for construction
projects, allowing the balance of the unrestricted funds to increase.
These funds are funded with proceeds of the Senior Lien Bonds and CP Notes.
These funds are funded with proceeds of Senior Lien Bonds.
Amounts in these funds are restricted by City accounting practices and not by the General Resolution.
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Property, Plant and Eqnipment
The City has consistently invested in its property, plant and equipment. Expenditures for
property, plant and equipment of the System (at cost) was $6.8 billion in Fiscal Year 2012, representing
an approximate 33 percent increase in investment in the last ten Fiscal Years. Net debt represented
approximately 62 percent of net plant as of June 30, 2012, 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 19
SEWER CONSTRUCTION AND MAINTENANCE FUND
GROWTH IN PROPERTY, PLANT AND EQUIPMENT
(in Thonsands)

Fiscal Year
Ended June 30

Property,
Plant and
Equipment
(at cost)

Net Property,
Plant and
Equipment
(depreciated)

2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

$5,122,144
5,369,047
5,513,835
5,711,808
5,902,111
6,063,168
6,332,843
6,541,977
6,684,116
6,804,412

$3,334,472
3,451,307
3,493,370
3,557,060
3,655,261
3,715,623
3,831,965
3,891,258
3,865,681
3,833,970

Total
Debt
$2,297,320
2,217,464
2,289,594
2,246,306
2,202,492
2,271,653
2,405,516
2,505,709
2,567,085
2,454,045

Net
Debt'"

Net Debt as
Percent of
Net Plant

$2,161,327
2,129,139
2,197,393
2,157,866
2,113,482
2,182,043
2,306,865
2,409,807
2,459,480
2,353,358

64.82%
61.69
62.90
60.66
57.82
58.73
60.20
61.93
63.63
61.38

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

(I)
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Projected

Operation

and Maintenance

Expenses

The following table sets forth the projection of total wastewater system operation
maintenance expenses by major service category and expense for Fiscal Years 2013 through 2017.

PROJECTED

TABLE 20
OPERATION AND MAINTENANCE
(in Thousands)

2013
$ 49,497
Conveyance System
Wastewater Treatment:
Hyperion System
124,401
Terminal Island System
14,829
Total Treatment
132,300
Industrial Waste Management
17,300
Environmental Monitoring and Regnlation
19,179
Administration and General(l)
52,503
City Support Services(2)
15,039
Total O&M Expenses'"
222,818

s

and

EXPENSES

2014

As of June 30
2015

2016

2017

$ 50,599

$ 52,116

$ 53,471

$ 54,925

126,346
122,680
14,893
15,369
-.137,57.3
141,715
17,083
17,843
19,865
19,092
52,423
55,842
19,601
22,910
.$.2.3.-6.,37~ ~31O,22l

129,650
15,792
-.145,442
18,493
20,544
59,022
26,021
322,223

133,121
16,243
....H2,364
19,213
21,286
62,568
26,626
$.].33,282

s

Source: City of Los Angeles, Bureau of Sanitation.
(1)
Includes 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. Reflects projected reductions in retirement and postemployrnent healthcare benefits
costs in Fiscal Year 2013 due to increased employee contributions. See Appendix A - "City of Los Angeles Information
Statement - Financial Operations - Retirement and Pension Systems" and "- Other Post-Employment Benefits".
(2)
Includes support services from City Departments or Offices outside of the Bureau of Sanitation. Also includes allowances
for sse refunds and billing services provided by the DWP.
(3)
Includes the System's projected share of the City's projected contributions to LACERS, based on projected contributions as
of June 1,2012. See "Financial Operations of the Wastewater System - Retirement Contributions" herein.

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 Expenditnres

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. 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 21
PRO FORMA STATEMENT OF FINANCIAL OPERATIONS
UNDER INDICATED REVENUE LEVELS
(in Thousands)

2013

Description
REVENUES
Total User Charges Revenue'?
BABs and RZEDB subsidies'"
Other Revenue(3)
Total Revenues

$ 524,076
[5,891]
45,161
575,128

s

EXPENDITURES
Operation & Maintenance Expense'"
Debt Service
Senior Lien Bonds
Existing Senior Lien BonMS)
Series 2013 Senior Lien Bonds(6)
Additional Senior Lien Bonds(7)
Subordinate Bonds
Existing Subordinate Bonds(8)(9)
Accruals for Subsequent Years'l'"
CP Notes'!"
SRF Clean Water Loans
Operating Reserve'!"
Cash Financing of Construction
Additions to Minimum Operating Balance
Total Expenditures'{"

$ 292,818

102,078
0
0

s

Fiscal Year Ending June 30
2014
2015
2016
$ 548,960 $ 584,119
5,891
5,891
45,540
46,538
..L.6.QQ,321 $ 636,54&
$ 296,371

$ 310,291

99,205
4,626
4,950

101,429
4,626
12,825

80,080
82,905
2,553
5,898
120
1,600
13,605
13,605
5,825
438
6,549
91,000
71,500
(207}
575,12~ ~6J)0,321

.s

s

2017

s

622,458
5,891
47,511
615,860

$ 663,311
5,891
48,488
:I> 717,690

$

322,993

$ 333,982

94,940
4,626
22,275

80,104
4,626
30,662

97,186
5,333
1,600
13,605
1,566
96,463
15,273
675,86Q

111,412
5,328
1,600
13,605
1,355
123,385
11,631
717,62Q

91,002
5,475
1,600
13,605
1,716
62,820
31,159
636,54.a $

.s

Source: City of Los Angeles, Bureau of Sanitation.
(1)

Includes increases effective on each of July 1 from 2013 through 2017.

(2)

Amount for Fiscal Year 2013 reflects reductions in the amount of Refundable Credits as described under "Security and Sources of
Payment for the Series 20I3-A

(3)

(4)

(5)

(6)

(7)

Subordinate

Bonds - No Pledge of Refundable

Credits" and "Risk Factors - Effect of Federal

Sequestration on Refundable Credits" 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.
See Table 20 (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, 2012. See «Financial
Op~~?,ti_?n~()fthe _'Y(lStt!YV~!~~
System __
~gt!~i~t!rn~.~t?~4()tl1eLr?~~t!rnl?-!.?~T:~:~~.
~~.~t!B;sContributions" herein.
[To be ,r~yist!d(lftt!rjsSlJa119t!igfthe2pl}~A-Sllb()f~gl1ate :B()119l.'~4attt!I@iPiIt!ftJ,114fm~.]Represents principal and interest becoming due
and payable on all Senior Lien Bonds issued and Outstanding in each Fiscal Year, priorto the issuance of the Series 2013 Senior Lien
Bonds and the completion ofthe refundings relating thereto described under "Plan of Finance" herein.
Reflects projected debt service on the portion of the Series 2013 Senior Lien Bonds to be issued to fund capital improvements to the
System. Excludes projected debt service on the portion of the Series 2013 Senior Lien Bonds to be issued to refund certain of the City's
Outstanding Bonds, as described under "Plan of Finance" herein.
Assumes interest rate of 5.5 percent for additional Senior Lien Bond issuances and Su-yeer wrapped debt service principal amortization
structures. Assumes issuances of $101 million, $208 million, $180 million and $161 million in Fiscal Years 2014, 2015, 2016 and 2017

(8)

(9)

(10)
(11)

(12)
(13)

respectiv~l{:.
[To be revised afterissuance ofJhe.2013~ASllbordinatt!I3ondsWidattendarifrefundil1g.]
Represents principal and interest becoming due
and payable on all Subordinate Bonds issued and Outstanding in each Fiscal Year.
Assumes an all-in interest cost of3.79 percent for the $151,085,000 portion of the Series 2012-D Subordinate Bonds associated with the
Swap Agreements, and an all-in interest cost of 5.00 percent on the remaining $129,775,000 portion of the Series 2012-D Subordinate
Bonds.
Additional deposits in the Debt Service Fund; amounts are in excess of required monthly principal and interest deposits.
Represents principal and interest becoming due and payable on all CP Notes issued and Outstanding, prior to the issuance of the Series
2013-B Senior Lien Bonds and the completion of the refunding relating thereto described under "Plan of Finance" herein. Interest at an
assumed annual interest rate of 3.34 percent on projected CP Notes for Fiscal Years 2013 through 2017.
Reflects excess amounts available for deposit into the Operating Reserve.
Total may not equal sum of components due to individual rounding.
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Outstauding Iudebtedness

Pursuant to the Authorizations, the voters of the City authorized the issuance of wastewater
system revenue bonds and notes in an aggregate principal amount of$3.5 billion, of which $263.2 million
remains to be issued, prior to the issuance of the Series 2013 Senior Lien Bonds. The voters of the City
subsequently approved a new Charter which became effective July 1, 2000. Under the new Charter,
additional revenue bonds and notes of the City may be issued upon adoption of a procedural ordinance
and without any further authorization by the voters of the City. The City has issued a total of
$4,823,761,473.50 principal amount of Senior Lien Bonds, of which $1,146,930,000 is Outstanding, prior
to the issuance of the Series 2013 Senior Lien Bonds and the completion of the refundings relating
thereto. The City has issued a total of $2,730,245,000 principal amount of Subordinate Bonds in the form
of fixed and variable rate bonds, of which $1,307,115,000 is Outstanding, prior to the issuance of the
Series 2013 Senior Lien Bonds and the completion of the refundings relating thereto. In addition, the City
has also 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
under the Letters of Credit for the CP Notes is $200,000,000. CP Notes are currently Outstanding in the
principal amount of $80,000,000.
The Series 2013 Senior Lien Bonds, when issued pursuant to the Subordinate General Resolution,
will be payable solely from Revenues on a basis subordinate to the Senior Lien Bonds, and on parity with
all other Subordinate Bonds issued and to be issued under the Subordinate General Resolution.
The following table sets forth the Wastewater System Revenue Bonds and CP Notes issued to
date and the respective principal amounts Outstanding, if any.
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TABLE 22
CITY OF LOS ANGELES WASTEWATER SYSTEM
REVENUE BONDS AND COMMERCIAL PAPER REVENUE NOTES
AMOUNTS ISSUED AND OUTSTANDING
(in Thonsands) (as of March 1,2013)(1)
[TO BE REVISED AFTER SUBORDINATE PRICING)
Amount Issued

Issue
Series
Series
Series
Series
Series
Series
Series
Series
Series
Series
Series
Series
Series
Series
Series

1987
1988
1989
1990-A
1990-B
1991-A
1991-B
1991-C
1991-D
1992-A
1992-B
I 993-A
1993-B
1993-C
1993-D

(Refunding)
(Refunding)
(Refunding)
(Refunding)
(Refunding)

Series 1994-A
Series 1996-A (Refunding)
Series 1997-A (Refunding)
Series 1998-A
Series 1998-B (Refunding)
Series I 998-C (Refunding)
Series 1999-A (Refunding)
Series 200 I-A, B, C and D
(Subordinate Refunding)
Series 2002-A (Refunding)
Series 2003-A (Subordinate Refunding)
Series 2003-A (Refunding)
Series 2003-B (Subordinate Refunding)
Series 2003-B (Refunding)
Series 2005-A (Refunding)
Series 2006-A, Bl, B2, C, and D
(Subordinate Refunding)
Series 2008 A, B, C, D, E, F-l, F-2, G and
H (Subordinate Refunding)
Series 2009-A (Refunding)
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) (2)
CP Notes?
Total
0)
(2)

Amount Outstanding

388,290
150,000
72,520
35,250
253,955
120,855
63,705
88,390
308,600
102,850
365,510
204,335
269,450
225,510
300,655

*
*

*
*
*
*

*
*

*

*
*
*

•
*
*
*

*
*

6/112013

37,110
241,380

6/1/2022
6/1/2027

42,065
104 8300)
269(40
, 0)

6/112024
6/112023
6/1/2035

•
*
*

*

,

444,600
454,785
177,420
89,600
199,790
157,055
253,880
49,650
133,715
280,860

409,875
177,420
89,600
199,790
155,425
253,880
49,650
133,715
280,860

200,000

80,0000)

7854006

*

8,805

316,785

$

Final Maturity

*

$ 125,000
130,000
160,076
108,715
190,000
112,410
112,875
87,125
200,000
91,890
200,000
301,015
150,000
76,885

6/1/2039
6/1/2039
6/1/2040

61112032
6/1/2024
6/1/2032
6/1/2024
6/1/2027
6/1/2032

$....2534045

Excludes the issuance of the Series 2013 Senior Lien Bonds and the completion of the refundings relating thereto described
under "Plan of Finance" herein.
The Series 2012-D Subordinate Bonds are variable rate obligations initially bearing an adjustable interest rate based on the
London Interbank Offered Rate index and determined in accordance with the paying agent agreement therefor. Payment of
the principal of and interest on the Series 2012-D Subordinate Bonds is secured by and payable solely from Revenues, in
accordance with the Subordinate General Resolution. The City has entered into Swap Agreements with respect to certain of
the Series 2012-D Subordinate Bonds. See "- Variable Rate Bonds" and "- Swap Agreements" herein.
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(3)

The City has authorized a maximum of $400,000,000 aggregate principal amount of Subordinate Bonds in the form of CP
Notes. However, the maximum amount of CP Notes that may be Outstanding at any particular time under the existing

*

No longer Outstanding.

Letters of Credit for the CP Notes is $200,000,000.
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Annnal 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 23
CITY OF LOS ANGELES
WASTEWATER SYSTEM REVENUE BONDS
DEBT SERVICE ON ALL SENIOR LIEN BONDS AND SUBORDINATE
Fiscal

Series 2013-A Bonds

Series 2013-B Bonds

Year

Ending
June 30

Total Principal
Principal

and Interest

BONDS

Total Principal

Principal Interest

and Interest

Total Debt
Debt Service on

Service on

Other Senior
Lien Bonds(l)

Senior
Lien Bonds

2013
2014

2015
2016

2017
2018
2019
2020

2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038

2039
2040
TOTAL
(1)

(2)

Includes debt service on the Series 2003-B Senior Lien Bonds and Series 2005-A Senior Lien Bonds to be refunded with proceeds of
the Series 2013-B Senior Lien Bonds; excludes the issuance of the Series 2013 Senior Lien Bonds.
Total may not equal sum of components due to individual rounding.
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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 ("LIB OR") index and determined in accordance
with the paying agent agreement therefor (the "2012D Paying Agent Agreement"). The Series 2012-D
Subordinate Bonds are outstanding in the aggregate principal amount of $280,860,000. Payment of the
principal of and interest on the Series 2012-D Subordinate Bonds is secured by and payable solely from
Revenues, in accordance with the Subordinate General Resolution.
The purchaser of the Series 2012-D Subordinate Bonds has the right to tender the Series 2012-D
Subordinate Bonds for purchase on certain specified dates (each a "Special Purchase Date") and upon an
event of default under the continuing covenant agreement with respect to the Series 2012-D Subordinate
Bonds (the "2012-D Continuing Covenant Agreement") at a price equal to 100% of the principal amount
thereof, plus accrued interest, if any, to the date specified for purchase. In the event such tendered Series
2012-D Subordinate Bonds 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. See "Risk Factors - Risks Related to Variable Rate Bonds" herein.
The City has entered into Swap Agreements intended to mitigate the variable rate risk with
respect to certain of the Series 2012-D Subordinate Bonds. See "- Swap Agreements" 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").
These swap agreements are currently associated with the Series 2012-D Subordinate Bonds. The Bank of
New York Mellon is rated Aa1/AA-/AA- by Moody's, S&P, and Fitch, respectively, and Dexia is rated
Baa2IBBB/A+ by Moody's, S&P, and Fitch, respectively. Each Swap has an outstanding notional amount
of $75,542,500, for a total of $151,085,000, and a termination date of June I, 2028. In each swap
agreement, the City pays a fixed rate of 3.34%, and the swap counterparty pays 64.1 % of I-month USDLIB OR, adjusted weekly. If the variable rate received by the City, OVertime, approximates the variable
rate interest payment on the bonds, the net effective cost of borrowing to the City will approximate the
fixed rate paid under the swap agreements by the City.
As of March 29, 2013, the remaining portion of each Swap Agreement had a market value of
approximately $(20,030,503), for a combined total market value of $(40,061,006), with negative amounts
indicating a City liability in the event of a termination requiring a termination payment. Such market
value changes with fluctuations in market interest rates, agreement duration, and other factors. The City
may terminate the swap agreement with Dexia in the event that any two of Moody's, S&P or Fitch assign
ratings to Dexia's senior, unsecured, unenhanced debt that is below Baal, BBB+ or BBB+, respectively.
However, in such instance, the City would be required to make a termination payment to Dexia.
The City's payments under the Swap Agreements are special, limited obligations of the City
payable from Revenues on a basis subordinate to the Subordinate Bonds as to the lien on and source and
security of payment from the Revenues. See "Security and Sources of Payment for the Series 2013 Senior
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Lien Bonds - Swap Agreements" herein. Swap agreements entail certain risks. See "Risk Factors - Swap
Agreements" herein.
Anticipated Financings

The City anticipates issuing additional Senior Lien Bonds and Subordinate Bonds (inclnding CP
Notes) from time to time to finance capital improvement projects. See "Plan of Finance" and "Wastewater
System Capital Improvement Program - Financing Plans for the Wastewater Capital Improvement
Program" herein.
Cash Basis Debt Service Coverage
The following table sets forth the projected cash basis debt service coverage for Fiscal Years
2013 through 2017. 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, 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 24
DEBT SERVICE COVERAGE PROJECTIONS
(in Thousands)

Category
Net Revenues - Current Rates'"
Additional Revenue from Future Rate

$

2013
256,525

Fiscal Year Ending June 30
2014
2015
2016
$ 253,526 $ 240,619 $ 228,908 $

$

19,891
(3)
5,891
282.310

44,476
79,337
135
410
5,891
5,891
$ 304,02Q $ 326.257

102,078
0
0
102,078

$

99,205 $ 101,429
4,626
4,626
12,825
4,950
.LlJl8,781 L118,88Q

s

80,080
120
182.278

$

$

Increases"
Additional Interest Income(3)
BABs and RZEDB Subsidies'?
Projected Net Revenue
Debt Service
Existing Senior Lien Bonds(5)
2013 Senior Lien Bonds'"
Additional Senior Lien Bonds
Total Senior Lien Bonds

$
(7)

Existing Subordinate Bonds(8)(9)
CP Notes'l'"
Total All Bonds and CP Notes
Projected Debt Service Coverage'!"
Total Senior Debt
Total Senior and Subordinate Debt

$
$
$

277%
155%

82,905 $ 91,002
1,600
1,600
$ 193.286 $ 211.4.82

279%
157%

274%
154%

2017
218,940

117,376
157,930
692
947
5,891
5,891
$ 352,867 $ 383.108.

$94,940 $ 80,104
4,626
4,626
22,275
30,662
121 841. LL)5.322

97,186 $ 111,412
1,600
1,600
$ 220627 L228.404

290%
160%

333%
168%

Source: City of Los Angeles, Bureau of Sanitation.
Net Revenues, as defined by the General Resolution based on rates and charges currently in effect.

(1)

(2)

(3)

Includes projected increases effective on each of July 1 from 2013 through 2017. There is no assurance that debt service
coverage for Fiscal Years 2013 through 2017, inclusive, will be at the levels currently projected.
Includes assumed annual interest earnings of 2.5 percent on increased reserve funds resulting from proposed additional

Bond sales.
(4)

(5)

(6)

(7)

(8)

(9)

(10)

[Amount for Fiscal Year 2013 reflects reductions in the amount of Refundable Credits as described under "Security and
Sources of Payment for the Series 2013 Senior Lien Bonds - No Pledge of Refundable Credits" and "Risk Factors - Effect
of Federal Sequestration on Refundable Credits" herein.] These amounts are not pledged to payment of principal of and
interest on the Series 2013 Senior Lien Bonds.
o~,~:,f~yls~d'~rft~r<issu,ciri9~ofth¥'<~(),i3~A:,$M~OI"4iriat~'13ori4§,@4aij~il4ciritiefiili4~rig.] Pre limi nary, subj ect to change.
Principal and interest becoming due and payable on all Senior Lien Bonds issued and outstanding in each Fiscal Year, prior
to the issuance of the Series 2013 Senior Lien Bonds and the completion.of the refundings relating thereto. See "Plan of
Finance".
Reflects projected debt service on the portion of the Series 2013 Senior Lien Bonds to be issued to fund capital
improvements to the System. Excludes projected debt service on the portion of the Series 2013 Senior Lien Bonds to be
issued to refund certain of the City's Outstanding Bonds, as described under "Plan of Finance" herein.
Principal and interest becoming due and payable on projected additional revenue bonds in each Fiscal Year. Assumes
interest rate of 5.5 percent for additional Senior Lien Bond issuances and 30-year wrapped debt service principal
al1'l()rtization_~tructures.<See T~ple ,21 ,f()!,~:dditi()t}~linfortp~!i?n ,on,P!?jt3cte~~,~p~ i~suat}~e.
[To be revised after iS~l1ance,()fthe201.3~A SubordinateBonds
andattendantrefunding.]
Represents principal and interest
becoming due and payable on all Subordinate Bonds issued and Outstanding in each Fiscal Year.
Principal and interest becoming due on existing Subordinate Bonds in each Fiscal Year. 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 5.00 percent on the remaining $129,775,000 portion of the Series 2012-D Subordinate Bonds.
Interest at an assumed annual interest rate of3.34 percent on projected CP Notes for Fiscal Years 2013 through 2017.

['1'
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(11)

Includes projected debt service on the portion of the Series 2013 Senior Lien Bonds to be issued to fund capital
improvements to the System and includes debt service on the Outstanding Senior Lien Bonds and Outstanding CP Notes to
be refunded with proceeds of the Series 2013 Senior Lien Bonds. The total debt service coverage ratio for the Senior Lien
Bonds and the Subordinate Lien Bonds may be higher or lower than set forth above as a result of the issuance of the Series
2013 Senior Lien Bonds and the completion of the refunding described under "Plan of Finance - Additional 2013 Issuances"
herein. Such changes to the debt service coverage amounts are not expected to be materiaL

REGULATORY REQUIREMENTS AFFECTING OPERATION OF THE SYSTEM
General
The City's wastewater operations are subject to regulatory requirements relating to the Federal
Water Pollution Control Act as amended (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 National Pollutant Discharge Elimination System ("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
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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 concemed with the control of water quality is the PorterCologne Water Quality Control Act of 1969, as amended. 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.
BiosoJids Management
The City terminated the discharge of biosolids into the ocean in November 1987 as required by
the terms of the Amended Consent Decree. The City produces exceptional quality biosolids at HTP and
TIWRP, which will permit the continuation of land application. The City reuses biosolids, a byproduct or
residual of wastewater treatment, as a soil amendment at a City-owned farm in Kern County, pending
resolution of litigation relating to biosolids land application in Kern County. A Kern County voterapproved initiative was passed in July 2006 that prohibits biosolids land application in the unincorporated
areas of Kern County. The City filed legal challenges to the validity of this initiative. See "Litigation"
herein. If the provisions of the initiative are upheld, the City would no longer be able to land apply
biosolids at its farm in Kern County and would have to landfill it, dispose of it out of state, or consider
other use options at an increased cost of approximately $3 million per year. The financial projections set
forth in this Official Statement do not include the potential costs related to alternate disposition of
biosolids.
The City is investigating and evaluating new beneficial use options, including injection of
biosolids deep below the geological subsurface at TIWRP pursuant to the Terminal Island Renewable
Energy Project. Since July 2008, over 210 million gallons ofbiosolids have been injected. The permit for
the TIWRP pilot program expired in November 2011 and the City has submitted an application for a new
five-year permit to the US EPA to continue the project with certain modifications. The US EPA is
reviewing the permit application but has allowed the City to continue operating the project under the
conditions of the expired permit. The City considers the likelihood of being granted a new permit to be
very high. 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 nutrientrich soil conditioner. The City is also exploring the feasibility of pelletizing biosolids for use as fuel.
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 to the South Coast Air Quality Management
District ("SCAQMD"). The Bureau of Engineering coordinates and tracks 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 DGUP at HTP.
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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. SCAQMD requires Armual
Emissions Reports ("AERs") of air contaminants from each ofthe City's treatment plants. Pursuant to the
AB 2588 Air Toxics "Hot Spots" Information and Assessment Act (the "Hot Spots Act") administered
through SCAQMD, an emission inventory or Hot Spots Report setting forth the types and quantities of
certain substances routinely released by the City's treatment plants is submitted every four years.
The SCAQMD may require a health risk assessment ("HRA") when a major emitter makes a
modification to a facility in the South Coast Air Basin. 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 hoth individual and population-wide health risks associated with those levels
of exposure. SCAQMD required an HRA for the HTP, which was last updated in 2009. An updated HRA
is typically required every four years. SCAQMD determines whether additional HRAs are required based
on a facility's air toxics emissions as indicated by the Armual Emissions Report and the HRA submitted
in connection with the air permit application. No issues have arisen and no issues are expected to arise
from AERS, Hot Spots Reports, HRAs or priority levels.
Priority Reserve Credits and Reserves. Since 2006, there have been various legal challenges to
SCAQMD's Rules 1309.1 and 1315. Rule 1309.1 provides priority reserve credits to essential public
services, including wastewater treatment facilities. Rule 1315 had established a federally approved
banking or tracking system through which priority reserve offsets under Rule 1309.1 could be distributed
by the SCAQMD to enable essential public service entities, such as wastewater treatment plants, to
construct or modify facilities. The legal challenges have impacted the SCAQMD's ability to issue
permits. The enactment of SB 827 in 2009 allowed SCAQMD to lift its permit moratorium on January 4,
2010 and continue issuing permits using the priority reserve credits through May 1, 2012, the sunset date
in SB 827 for issuing permits in lieu of an approved Rule 1315. On February 4,2011, the SCAQMD
Governing Board adopted a new Rule 1315 and certified the associated CEQA document
On May 24, 2012, US EPA signed the final approval for Rule 1315 and on June 25, 2012,
SCAQMD resumed issuing permits. On November IS, 2012, plaintiffs Communities for a Better
Environment and California Communities Against Toxics filed suit in the U.S. Ninth Circuit Court of
Appeals against US EPA to invalidate and vacate SCAQMD Rule 1315. If the plaintiffs prevail, issuance
of air permits by SCAQMD would cease for an unknown period. During such a permit moratorium,
priority reserve credits could not be issued to essential public services. In addition, offset credits could not
be issued or traded during the moratorium.
National Ambient Air Ouality Standards. The SCAQMD implements portions of the National
Ambient Air Quality Standards of the federal Clean Air Act, which sets forth duration limits for exposure
to certain criteria pollutants. On December 5, 2008, the SCAQMD Governing Board adopted Rule 317 to
implement Section 185 of the federal Clean Air Act, which requires that major stationary sources for
volatile organic compounds emissions or nitrogen oxides in non-attainment areas to either reduce their
emissions by 20% from a baseline amount or pay a fee. Pursuant to Rule 317, major stationary sources in
areas of severe or extreme non-attainment of the federal one-hour standard for ozone would be required to
pay fees for nitrogen oxides and volatile organic emissions that exceed 80 percent of the facility's
baseline emissions.
The fees would be based on annual emissions and begin two years after the
"attainment year", which is 2010 for all entities in the South Coast Air Basin, and would not distinguish
between well-controlled emissions (those using the best-available control technology) and other
emissions. Rule 317, as adopted by the SCAQMD Governing Board, would have potentially resulted in
an additional $[1] million per year assessed to the City's System, depending On the nature of the HTP's
DGUP and the final assessment arrangement.
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The SCAQMD subsequently amended Rule 317 to follow the US EPA's fee-equivalency
approach, which would allow. expenditures by US EPA, CARB and SCAQMD on surplus emission
reduction programs, such as truck replacement, clean fuels and bus retrofit programs, to be used on a
dollar per dollar basis to offset the Section 185 fee obligations. The fee-equivalency approach has
experienced certain legal challenges and no assurance can be given that the SCAQMD will be permitted
to implement a fee-equivalency approach as set forth in Rule 317 or that revenues will be sufficient to pay
any penalties relating to noncompliance. Litigation was filed in February 2013 against Rule 317.
However, if Rule 317 is implemented, SCAQMD has indicated that adequate equivalency funding
appears to be available through 2020, when the one-hour ozone standard is expected to be achieved,
thereby avoiding any penalties under Section 185 of the federal Clean Air Act.
California Air Resources Board. Since 2002, the City has been participating in the rule making
process with the California Air Resources Board ("CARB") by providing information to CARB staff and
presenting the Bureau of Sanitation's concerns with respect to proposed regulations being considered by
CARB. CARB adopted a rule in December 2007 that requires the reporting of greenhouse gas emissions
from the largest sources, including large facilities such as refineries, general stationary combustion
facilities, and hydrogen plants that emit at least 25,000 metric tons of carbon dioxide per year. The City
has demonstrated to CARB that the System facilities are not subject to the State reporting rule because the
facilities' emissions were considerably less than the 25,000 metric ton threshold. In 2010, CARB
amended its regulations to require that entities emitting between 10,000 and 25,000 metric tons of carbon
dioxide per year would be required to report emissions, but the reports would not be subject to third party
verification. In addition, USEPA and CARB have not been requiring reporting of wastewater biogenic
emissions. Depending on which option is selected for the HTP DGUP, the HTP's carbon dioxide
emissions could increase to more than 10,000 metric tons, requiring the City to begin reporting its
emissions.
The USEPA deferred, for a period ofthree years (from July, 2012 to July, 2014), the application
of the Prevention of Significant Deterioration and Title V permitting requirements to carbon dioxide
emissions from bioenergy and biogenic stationary sources. A study group assembled by the USEPA has
prepared a report that addresses biogenics for industries such as forestry. It is not known what regulations
will be developed for biogenics; it is not possible at this time to predict the impacts to the System.
Pursuant to the Global Warming Solutions Act of2006 ("AB 32"), CARB is required to prepare a
scoping plan sets forth the main strategies California will use to reduce the greenhouse gases ("GHG")
that cause climate change.. The scoping plan includes a range of GHG reduction actions, including direct
regulations, alternative compliance mechanisms, monetary and non-monetary incentives, voluntary
actions, market-based mechanisms such as a cap-and-trade system, and an AB 32 program
implementation regulation to fund the program. During 2013, CARB will hold several workshops on
updating the AB 32 Scoping Plan with the goal of adopting a final plan in November, 2013. These
workshops may expand required monitoring and reporting of GHGs or result in additional fees. The City
will be engaged in this process.
Southern California Alliance of Publicly Owned Treatment Works and California Wastewater
Climate Change Group. The City is a member of Southern California Alliance of Publicly Owned
Treatment Works ("SCAP") consisting of the Los Angeles and Orange County Sanitation Districts, the
City, and many smaller cities and other jurisdictions. SCAP, through its membership in the California
Wastewater Climate Change Group ("CWCCG"), addresses climate change and greenhouse gases issues
of publicly owned treatment works and other issues that affect capital and operations budgets for the
Bureau of Sanitation. 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
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affect the ability of the System to generate Revenues sufficient to pay debt service on the Series 2013-A
Subordinate Bonds.
NPDES Permits
The City's four treatment plants are required to obtain five-year NPDES permits that are issued
by the Los Angeles Regional Water Quality Control Board ("LARWQCB"). All of the NPDES permits
for the City's wastewater and water reclamation facilities have been renewed. The City received the
NPDES permit for TIWRP on May 6, 2010. HTP's permit was renewed on November 4,2011.
The LARWQCB issued new permits for DCTWRP and LAGWRP on December 8, 2011
(collectively, the "Permits"). The Permits incorporate certain provisions of the previous permits issued by
LARWQCB for DCTWRP and LAGWRP in December 2006 (the "2006 Permits"). The City had filed an
appeal of the 2006 Permits because they were "more stringent" than required under federal law and thus
should have been subject to "economic considerations" by the LARWQCB. In March 2010, all parties to
the lawsuit agreed to a negotiated settlement agreement. As a result of the settlement agreement, most of
the Groundwater Monitoring Requirements in the DCTWRP and LAGWRP permits 'were removed and
both DCTWRP and LAGWRP were given additional time to comply with the provisions of the California
Toxics Rule, which sets forth numeric water quality criteria for priority toxic pollutants and other water
quality standards provisions to be applied to waters in the State. DCTWRP and LAGWRP currently
comply with their final permit limits for copper, and neither plant is expected to experience difficulty
meeting these new limits in the future. In anticipation of the expiration of the copper interim limits, the
Cities of Burbank and Los Angeles completed a Copper Site-Specific Objective Study for the Los
Angeles River. The study was adopted by the LARWQCB on May 6, 2010. A water effects ratio
adjustment could be applied to the final copper limits if the plants have difficulty meeting their final
effluent limits in the future. Currently, both plants are meeting their final effluent limits. However, 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.
The 2006 Permits also required compliance with the Nitrogen Total Maximum Daily Loads
("TMDLs") and construction of Nitrification-Denitrification ("NDN") facilities. NDN facilities have been
constructed and are operating in full NDN mode at DCTWRP and LAGWRP. An Ammonia Site-Specific
Objective Study has been approved by the LARWQCB and adopted by the SWRCB, Office of
Administrative Law, and US EPA. The LARWQCB still needs to re-open the Nitrogen TMDLs to revise
its Waste Load Allocations for Ammonia and incorporate the new limits in the permits. The final
adoption of this study will adjust the final effluent limits higher, which will allow operational flexibility
in the disinfection process. On December 6, 2012, the LARWQCB revised the Los Angeles River
Nitrogen TMDL and incorporated the site specific objective into the TMDL. The revised TMDL is to be
approved by the SWRCB and the Office of Administrative Law before it can be incorporated in the
plant's permits. The revision of the ammonia TMDL is expected to take additional time; meanwhile, the
Bureau of Sanitation has received a time schedule order from the LARWQCB for the ammonia effluent
limit for the DCTWRP until the nitrogen TMDL has been revised. The Bureau of Sanitation is also
pursuing the possibility of de-listing the Los Angeles River, which would also provide relief from the
ammonia wasteload allocation. If the results of the study are not incorporated into the permits, then plant
operational flexibility may be limited and additional modifications to the treatment process may be
required. Potential costs for compliance are unknown at this time.
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Total Maximum Daily Loads
The 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 and then implement mitigation efforts through the TMDL process. The TMDL for nitrogen
compounds and its related effects in the Los Angeles River and its tributaries was adopted by the
LARWQCB in July 2003, and was adopted by SWRCB in November 2003. The TMDL became effective
on March 23, 2004. Interim limits for the discharge of nitrogen compounds also became effective for
DCTWRP and LAGWRP on March 23, 2004. The City is required to perform several studies relating to
this TMDL. The City has constructed nitrification/denitrification facilities that achieve compliance with
theTMDL.
The Los Angeles River Metals TMDL, as readopted, became effective October 29, 2008. The
TMDL assigned DCTWRP and LAGWRP Waste Load Allocations that have been exceeded from time to
time and provided a compliance schedule of five years from the original effective date of the TMDL.
However, DCTWRP and LAGWRP are subject to more stringent final limits pursuant to their NPDES
permits and the California Toxics Rule, with which the DCTWRP and LAGWRP are in compliance.
Various watersheds in the Los Angeles area have water body segments that are also listed as impaired due
to pollutants such as heavy metals, pesticides, ammonia, and nutrients. TMDLs are being developed by
the LARWQCB for these water bodies. It is difficult to predict their full impact on the NPDES effluent
limits at the City'S four treatment plants. However, it is expected that significant capital improvements
funded by the System may be required to comply with the TMDLs.
Collection System Settlement Agreement
In 1998, the Santa Monica BayKeeper ("BayKeeper") filed a federal lawsuit asking for injunctive
relief and $549 million in penalties relating to spills from the City wastewater system that occurred during
the EI Nino storms of 1998. In January 2001, the US EPA, the LARWQCB and certain community
groups representing residents in South Los Angeles joined the BayKeeper in its lawsuit against the City.
This action was settled pursuant to the CSSA signed by all parties and approved and entered by the court
in October 2004. The CSSA builds on the Bureau of Sanitation's existing 10-year, $2 billion plan to
maintain and enhance the City's sewer system. The enhancements to the existing sewer program required
by the CSSA are expected to necessitate an additional $300 million over 10 years; certain of these
enhancements have been implemented and the remaining enhancements are included in the financial
projections included herein. See "Financial Operations of the Wastewater System - Projected Operation
and Maintenance Expenses," "- Projected Statement of Revenues and Expenditures," and "Wastewater
System Capital Improvement Program - Financing Plans for the Wastewater Capital Improvement
Program" herein. The additional cost is mainly due to the increases in the number of sewers to be repaired
under the settlement agreement. The CSSA requires a three-year rolling average of 60 miles of sewers per
year to be renewed in Fiscal Years 2008 through 2014. In addition, the City is required to clean a threeyear rolling average of 2,800 miles of sewers annually (with a minimum of 2,600 miles each of the first
two years), visually inspect at least 600 miles of sewers annually, and continue odor mitigation efforts,
including the construction of seven air treatment facilities. In each of the first five years of the CSSA, the
City has exceeded the requirements for cleaning and visual inspection. In Fiscal Year 2012, the City
performed 55 miles of sewer rehabilitation, exceeding the required annual minimum of 50 miles. In
addition, the City has completed construction of 77 of the 88 required projects. Of the 11 remaining
projects, four were cancelled and the remaining seven are on schedule.
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RISK FACTORS
The ability of the City to pay principal of and interest on the Series 2013 Senior Lien 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 2013 Senior Lien 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 2013 Senior Lien
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 2013 Senior Lien 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 2013 Senior Lien 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 2013 Senior Lien 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
2013 Senior Lien Bonds. See "Financial Operations of the Wastewater System" herein and Appendix E
attached hereto.
System Revennes 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 - 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 2013 Senior Lien
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 2013 Senior Lien Bonds. See
"Financial Operations of the Wastewater System - Proposition 218" herein.
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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 XIlIC, the City has
covenanted to establish, fix, prescribe and collect rates, fees and charges in connection with the use ofthe
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
2013 Senior Lien Bonds.
Statutory aud 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 the 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 Series 2013 Senior Lien 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 6.8 on the Richter Scale occnrred in the northwest
San Fernando Valley on a previously unmapped fault. It caused widespread damage to commercial and
residential structures. No significant damage occurred to the System and 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. The City is not obligated under the Resolntions to maintain earthquake insurance on the
System, and the City does not now and does not plan to maintain, earthquake insurance on the System.
Risks Relating to the Water Supply
The ability of the Wastewater System to operate effectively can be affected by the water supply
available to the City, which is situated in an arid and semi-desert enviromnent that is currently subject to
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drought conditions. 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. See "Financial Operations of the Wastewater System - Water
Usage" herein.
Security of the Wastewater System
Damage to the System resulting from vandalism, sabotage, or terrorist activities may adversely
impact the operations and finances of the System. There can lie 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. See "The
Wastewater System Service Area and Facilities - Security ofthe System" herein. 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 "Security and Sources of Payment for the Series 2013 Senior Lien
Bonds - Emergency Fund" herein.
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 Current Economic Conditions on System Revenues
The major economic disruptions and recession of the past few years have 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 this or 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; Limitatious 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 2013 Senior Lien 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 2013 Senior Lien
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
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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 2013 Senior Lien
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 risks to the City. Actual interest rates
may vary from assumptions made at the time the swap transaction was executed, and the City may not
realize the expected financial benefits from the swap transaction. 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. The respective counterparties may terminate any of the Swap Agreements upon the occurrence
of certain termination events or events of default, which may include failure of either. the City or the
counterparty to maintain credit ratings at specified levels. The City may terminate any of the Swap
Agreements at any time. If either the counterparty or the City terminates any swap, the City may be
required to make a termination payment to the counterparty, even if such termination is due to an event
affecting the counterparty, including the counterparty's failure to maintain credit ratings at specified
levels, and there is no assurance that such payment by the City would not have a material adverse affect
on the Revenues. 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.
Risks Related to Variable Rate Bonds
The variable rate of interest that is borne by the Series 2012-0 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 2012-0 Subordinate Bonds tendered for purchase on each Special Purchase
Date and upon an event of default under the 2012-0 Continuing Covenant Agreement. In the event the
Series 2012-0 Subordinate Bonds tendered for purchase cannot be remarketed, assuming no event of
default under the 2012-0 Continuing Covenant Agreement and assuming certain other conditions are met,
the principal amount of the Series 2012-0 Subordinate Bonds may be payable in installments over a
period of up to three years. Under such circumstances, the Series 2012-0 Subordinate Bonds would bear
a variable interest rate that could be significantly higher than the variable rate that was borne by the Series
2012-0 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 2012-0 Subordinate Bonds. In such a case, the City may seek to
convert the Series 2012-0 Subordinate Bonds to an adjustable rate mode (other than an index interest rate
mode) and cause to be executed and delivered a credit facility which will provide for the payment of
principal of and interest on the Series 2012-0 Subordinate Bonds when due and the purchase of any such
Series 2012-0 Subordinate Bonds tendered for purchase and not rernarketed. However, there can be no
assurance that credit enhancement could be obtained at a reasonable cost, if at all. The City may also
convert the Series 2012-0 Subordinate Bonds to a fixed interest rate or other rate not requiring credit
enhancement or cause the refunding of the Series 2012-0 Subordinate Bonds, but there can be no
assurance with respect to the timing or terms of any such conversion or refunding.
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Effect of Federal Sequestration on Refundable Credits

The Refundable Credits payable by the Federal government in connection with the Series 201O-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 for
federal fiscal year 2013 (the "Sequestration"). Payments made to issuers such as the City on or after
March 1,2013, through and including September 30, 2013 (the end of the federal fiscal year 2013), will
be reduced by 8.7 percent unless Congressional action changes the reduction percentage. Until further
action is taken by Congress, Sequestration will continue and there could be additional reductions for
future years through and including federal fiscal year 2021. Sequestration is expected to result in an
approximate $257,000 reduction in Refundable Credits from the Federal government throngh and
including September 30, 2013. The Refundable Credits are pledged only to the payment of the Series
201O-A Senior Lien Bonds and Series 2010-B Senior Lien Bonds, and are included in the calculation of
Revenues under the General Resolution. However, 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 will
reduce the amount of Revenues received by the City and, in turn, the amount of Revenues available to pay
debt service on Senior Lien Bonds and Subordinate Bonds. However, such reduction is not expected to
materially adversely impact the City's ability to pay debt service on the Series 2013 Senior Lien Bonds.
TAX MATTERS
The Internal Revenue Code of 1986 (the "Code") imposes certain requirements that must be met
subsequent to the issuance and delivery of the Series 2013 Senior Lien Bonds for interest thereon to be
and remain excluded pursuant to section I03(a) of the Code from the gross income of the owners thereof
for federal income tax purposes. Noncompliance with such requirements could cause the interest on the
Series 2013 Senior Lien Bonds to be included in the gross income of the owners thereof for federal
income tax purposes retroactive to the date of issue of the Series 2013 Senior Lien Bonds. The City has
covenanted in the [Resolution1 not to take any action or omit to take any action that, if taken or omitted,
respectively, would adversely affect the exclusion of the interest on the Series 2013 Senior Lien Bonds
from the gross income of the owners thereof for federal income tax purposes.
In the opinion of Fulbright & Jaworski L.L.P., Bond Counsel, under existing law interest on the
Series 2013 Senior Lien Bonds is exempt from personal income taxes of the State of California and,
assuming compliance with the aforementioned covenants, interest on the Series 2013 Senior Lien Bonds
is excluded pursuant to section 103(a) of the Code from the gross income of the owners thereof for federal
income tax purposes. Bond Counsel is of the further opinion that under existing law the Series 2013
Senior Lien Bonds are not "specified private activity bonds" within the meaning of section 57(a)(5) ofthe
Code and, therefore, interest on the Series 2013 Senior Lien Bonds is not treated as an item of tax
preference for purposes of computing the alternative minimum tax imposed by section 55 of the Code.
However, receipt or accrual of interest on Series 2013 Senior Lien Bonds owned by a corporation may
affect the computation of its alternative minimum taxable income. A corporation's alternative minimum
taxable income is the basis on which the alternative minimum tax imposed by section 55 of the Code is
computed.
In rendering the foregoing opimons, Bond Counsel will rely upon representations and
certifications of the City made in a Tax Certificate dated the date of delivery of the Series 2013 Senior
Lien Bonds pertaining to the use, expenditure, and investment of the proceeds of the Series 2013 Senior
Lien Bonds.
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Except as set forth in the preceding paragraph, Bond Counsel will express no opinion as to any
federal, state or local tax consequence of the receipt of interest on, or the ownership or disposition of, the
Series 2013 Senior Lien Bonds. Furthermore, Bond Counsel will express no opinion as to any federal,
state or local tax law consequence with respect to the Series 2013 Senior Lien Bonds, or the interest
thereon, if any action is taken with respect to the Series 2013 Senior Lien Bonds or the proceeds thereof
upon the advice or approval of other counsel.
Bond Counsel's opinion is not a guarantee of a result, but represents its legal judgment based
upon its review of existing statutes, regulations, published rulings and court decisions and the covenants
of the City described above. No ruling has been sought from the Internal Revenue Service (the "Service")
with respect to the matters addressed in the opinion of Bond Counsel, and Bond Counsel's opinion is not
binding on the Service. The Service has an ongoing program of auditing the tax-exempt status of the
interest on municipal obligations. If an audit of the Series 2013 Senior Lien Bonds is commenced, under
current procedures the Service is likely to treat the City as the "taxpayer," and the owners would have no
right to participate in the audit process. In responding to or defending an audit of the tax-exempt status of
the interest on the Series 2013 Senior Lien Bonds, the City may have different or conflicting interests
from those of the owners of the Series 2013 Senior Lien Bonds. Public awareness of any future audit of
the Series 2013 Senior Lien Bonds could adversely affect the value and liquidity of the Series 2013
Senior Lien Bonds during the pendency of the audit, regardless of the ultimate outcome.
To the extent that a purchaser of a Series 2013 Senior Lien Bond acquires that Series 2013 Senior
Lien Bond at a price in excess of its "stated redemption price at maturity" (within the meaning of section
1273(a)(2) of the Code), such excess will constitute "bond premium" under the Code. Section 171 of the
Code, and the Treasury Regulations promulgated thereunder, provide generally that bond premium on a
tax-exempt obligation must be amortized over the remaining term of the obligation (or a shorter period in
the case of certain callable obligations); the amount of premium so amortized will reduce the owner's
basis in such obligation for federal income tax purposes, but such amortized premium will not be
deductible for federal income tax purposes. Such reduction in basis will increase the amount of any gain
(or decrease the amount of any loss) to be recognized for federal income tax purposes upon a sale or other
taxable disposition of the obligation. The amount of premium that is amortizable each year by a
purchaser is determined by using such purchaser's yield to maturity. The rate and timing of the
amortization of the bond premium and the corresponding basis reduction may result in an owner realizing
a taxable gain when its Series 2013 Senior Lien Bond is sold or disposed of for an amount equal to or in
some circumstances even less than the original cost of the Series 2013 Senior Lien Bond to the owner.
Purchasers of Series 2013 Senior Lien Bonds at a price that includes bond premium should consult their
own tax advisors with respect to the computation and treatment of such bond premium, including, but not
limited to, the calculation of gain or loss upon the sale, redemption or other disposition of the Series 2013
Senior Lien Bonds.
The excess, if any, of the stated redemption price at maturity of Series 2013 Senior Lien Bonds of
a series and maturity over the initial offering price to the public of the Series 2013 Senior Lien Bonds of
that series and maturity is "original issue discount." Original issue discount accruing on a Series 2013
Senior Lien Bond is treated as interest excluded from the gross income of the owner thereof for federal
income tax purposes, and is exempt from California personal income tax, to the same extent as would be
stated interest on that Series 2013 Senior Lien Bond. Original issue discount on any Series 2013 Senior
Lien Bond purchased at such initial offering price and pursuant to such initial offering will accrue on a
semiannual basis over the term of the Series 2013 Senior Lien Bond on the basis of a constant yield
method and, within each semiannual period, will accrue on a ratable daily basis. The amount of original
issue discount on such Series 2013 Senior Lien Bond accruing during each period is added to the adjusted
basis of such Series 2013 Senior Lien Bond to determine taxable gain upon disposition (including sale,
redemption or payment on maturity) of such Series 2013 Senior Lien Bond. The Code includes certain
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provisions relating to the accrual of original issue discount in the case of purchasers of Series 2013 Senior
Lien Bonds who purchase such Series 2013 Senior Lien Bonds other than at the initial offering price and
pursuant to the initial offering. Purchasers of Series 2013 Senior Lien Bonds of a maturity having
original issue discount should consult their own tax advisors with respect to the tax consequences of
ownership of Series 2013 Senior Lien Bonds with original issue discount.
Although Bond Counsel is of the opinion that interest on the Series 2013 Senior Lien Bonds is
exempt from California personal income tax and is excluded from the gross income of the OWnersthereof
for federal income tax purposes, an owner's federal, state or local tax liability may otherwise be affected
by the ownership or disposition of the Series 2013 Senior Lien Bonds. The nature and extent of these
other tax consequences will depend upon the owner's other items of income or deduction. Without
limiting the generality of the foregoing, prospective purchasers of the Series 2013 Senior Lien Bonds
should be aware that (i) section 265 of the Code denies a deduction for interest on indebtedness incurred
or continued to purchase or carry the Series 2013 Senior Lien Bonds and the Code contains additional
limitations on interest deductions applicable to financial institutions that own tax-exempt obligations
(such as the Series 2013 Senior Lien Bonds), (ii) with respect to insurance companies subject to the tax
imposed by section 831 of the Code, section 832(b)(5)(B)(i) reduces the deduction for loss reserves by
15% of the sum of certain items, including interest on the Series 2013 Senior Lien Bonds; (iii) interest on
the Series 2013 Senior Lien Bonds earned by certain foreign corporations doing business in the United
States could be subject to a branch profits tax imposed by section 884 of the Code, (iv) passive
investment income, including interest on the Series 2013 Senior Lien Bonds, may be subject to federal
income taxation under section 1375 of the Code for Subchapter S corporations that have Subchapter C
earnings and profits at the close of the taxable year if greater than 25% of the gross receipts of such S
corporation is passive investment income, (v) section 86 of the Code requires recipients of certain Social
Security and certain Railroad Retirement benefits to take into account, in determining the taxability of
such benefits, receipts or accruals of interest on the Series 2013 Senior Lien Bonds, and (vi) under section
32(i) of the Code, receipt of investment income, including interest on the Series 2013 Senior Lien Bonds,
may disqualify the recipient thereof from obtaining the earned income credit. Bond Counsel has
expressed no opinion regarding any such other tax consequences. Persons considering purchasing Series
2013 Senior Lien Bonds should consult their own tax advisors with respect to such other tax
consequences.
Bond Counsel has not undertaken to advise in the future whether any events occurring after the
date of issuance of the Series 2013 Senior Lien Bonds may affect the tax status of interest on the Series
2013 Senior Lien Bonds or the tax consequences of the ownership of the Series 2013 Senior Lien Bonds.
No assurance can be given that pending or future legislation, if enacted into law, will not contain
provisions that conld directly or indirectly reduce the benefit of the exemption of interest on the Series
2013 Senior Lien Bonds from personal income taxation by the State of California or of the exclusion of
the interest on the Series 2013 Senior Lien Bonds from the gross income of the owners thereof for federal
income tax purposes.
Existing law may change so as to reduce or eliminate the benefit to beneficial owners of the
exclusion of interest on the Series 2013 Senior Lien Bonds from gross income for federal income tax
purposes. Proposed legislation or administrative action, whether or not taken, could also affect the value
and marketability of the Series 2013 Senior Lien Bonds. Prospective purchasers of the Series 2013
Senior Lien Bonds should consult with their own tax advisors with respect to any proposed or future
changes in tax law.
A copy of the proposed form of opinion of Bond Counsel is attached hereto as Appendix F.
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CONTINUING DISCLOSURE

In order to provide certain continuing disclosure with respect to the Series 2013 Senior Lien
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 2013 Senior Lien 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 2013 Senior Lien 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, 2013 for the report for the 2011-12 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 (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 with the Electronic Municipal Market Access ("EMMA") database
maintained by the Securities and Exchange Commission, pursuant to the Rule. These covenants will be
made in order to assist the Underwriters of the Series 2013 Senior Lien Bonds in complying with the
Rule. The City has not failed in the past five years to comply in all material respects with any previous
undertakings with regard to the Rule to provide annual reports or notices of certain events.
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 2013 Senior Lien Bonds or in any way contesting or affecting the validity of the Series 2013
Senior Lien 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 2013 Senior Lien
Bonds or the use of the proceeds of the Series 2013 Senior Lien Bonds.
Certain Claims Against the SCM Fnnd

There are no pending lawsuits that in the opinion of the City Attorney challenge the validity of
the Series 2013 Senior Lien Bonds, the corporate existence of the City, or the title of the officers to their
respective offices. In this review attention has been given to litigation pending against the City and
against the City's Board of Public Works, The Office of the City Attorney has prepared the following
summary, as of April [1], 2013, of certain claims and lawsuits (with any potential loss exceeding
$5,000,000) pending against the SCM Fund for construction claims and certain other alleged liabilities
arising during the ordinary course of operations of the System.
•

The City was notified by letter dated July 7, 20 I0 that the City is a potentially responsible
party in an action entitled Rev 973, LLC v. Mouren-Laurens, Case No. 98-10690 pending
in the United States District Court for the Central District of California. The action
involves claims for environmental contamination on two sites located in Compton,
California, and it is alleged that the City arranged for transport of hazardous materials
from the Hyperion plant to one of the sites. The City is not yet a named party; if sued, the
City would be one of more than 1,500 potentially responsible parties. The City believes
that its potential loss in this matter, based on the quantities of hazardous materials alleged
to have been contributed by the City, would be significantly less than $5,000,000;
however, the ultimate outcome of the matter cannot now be predicted.
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•

City of Los Angeles et at. v. County of Kern et at. is an action in State court (Tulare
County) stemming from a June 2006 ballot initiative (Measure E) that banned the land
application ofbiosolids within the unincorporated portions of Kern County, including the
area where the City land applies biosolids at its farm. A comparable lawsuit that the City
previously filed in federal court was dismissed on procedural grounds after the City's
motion for summary judgment had been granted. The City's current lawsuit challenges
Kern County's ban on the land application of biosolids. Following a hearing on June 9,
2011, the court granted the City's motion for a preliminary injunction against the Kern
County's enforcement of Measure E, finding that the City was likely to succeed on the
merits ofthe lawsuit. Kern County has appealed the court's granting of the injunction and
the appeal before the California Court of Appeal. On February 13,2013, the California
Court of Appeal in Fresno upheld the preliminary injunction, thereby allowing biosolids
land application. ~o 9gntinue. peIlqing th~ outcome of the case. Kern County has until
April 22, 2013 [to be updated for posting] to petition the California Supreme Court for
review. The case will otherwise return to the superior court for further proceedings. If
Kern County ultimately prevails, alternative methods of biosolids disposal could cost the
City in excess of $3 million per year.

•

Nivisec v City of Los Angeles is an action brought in state court by the owner of a
residence who used the first floor of the residence as an office. The plaintiff claimed that
several cameras and computers were destroyed by sewer water, causing damage and loss
of business income. At the trial held in August, 2012, the court ruled the City was liable
under an inverse condemnation cause of action, and the jury determined damages in the
amount of$5,043,548. The City intends to appeal the final judgment.

•

The modified total cost claim against the City that was remanded to the trial court
following the jury verdict in Dillingham-Ray Wilson, etc. v. City of Los Angeles case
described in previous Official Statements for the City's wastewater system revenue
bonds, has been settled, with the City agreeing to pay $31.5 million to claimants.

In the view of the City, in no event should these claims and lawsuits result in judgments or
settlements which, in the aggregate, would have a material adverse effect on the SCM Fund's financial
position.
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 2013 Senior Lien Bonds and some of
which have been underwriters of the City's Senior Lien Bonds and Subordinate Bonds in the past. The
complaint alleges 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. The City cannot predict
the outcome of the lawsuit.
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 - "City of Los Angeles Information Statement - Litigation" attached
hereto.
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LEGAL OPINION
The validity of the Series 2013 Senior Lien Bonds and certain other matters are subject to the
approval of legality by Fulbright & Jaworski L.L.P., Los Angeles, California, Bond Counsel. 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 Hawkins Delafield & Wood LLP, Los Angeles,
California, Disclosure Counsel, and by Carmen A. Trutanich, City Attorney, and for the Underwriters by
their counsel, Stradling Yocca Carlson & Rauth, a Professional Corporation, Sacramento, California.
RATINGS
Moody's Investors Service, Inc. ("Moody's"), Standard & Poor's Ratings Services, a division of
The McGraw-Hill Companies, Inc. ("S&P"), and Fitch Ratings ("Fitch") have assigned the Series 2013
Senior Lien 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: Moody's Investors
Service, Inc., 7 World Trade Center at 250 Greenwich Street, New York, New York 10007; Standard &
Poor's Ratings Services, 55 Water Street, New York, New York 10041; 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
will not be revised downward
rating agencies, circumstances
may have an adverse effect on

such ratings will continue for any given period
or withdrawn entirely by the rating agencies,
so warrant. Any such downward revision or
the market price of the Series 2013 Senior Lien

of time or that such ratings
if in the judgment of such
withdrawal of such ratings
Bonds.

UNDERWRITING
The Series 2013 Senior Lien Bonds are being purchased by Siebert Brandford Shank & Co.,
L.L.C., as representative of itself and J.P. Morgan Securities LLC, Cabrera Capital Markets, LLC,
Jefferies & Company, Inc. and Merrill Lynch, Pierce, Fenner & Smith Incorporated (collectively, the
"Underwriters"), at a price of $
(which amount represents the principal amount of the
Series 2013 Senior Lien Bonds, plus/minus an original issue premium/discount of $
, and
less an underwriters' discount of $
). The Underwriters may offer and sell the Series 2013
Senior Lien Bonds to certain dealers 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 two sentences have been provided by J.P. Morgan Securities LLC, one of the
underwriters for the Series 2013 Bonds: "lP. Morgan Securities LLC ("JPMS"), one of the Underwriters
of the Bonds, has entered into negotiated dealer agreements (each, a "Dealer Agreement") with each of
UBS Financial Services Inc. ("UBSFS") and Charles Schwab & Co., Inc. ("CS&Co.") for the retail
distribution of certain securities offerings, including the [Series 2013 Bonds], at the original issue prices.
Pursuant to each Dealer Agreement if applicable to this transaction, each of UBSFS and CS&Co. will
purchase Bonds from JPMS at the original issue price less a negotiated portion of the selling concession
applicable to any Bonds that such firm sells."
[The following four paragraphs have been provided by the Underwriters:
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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 this offering 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 2013-B Senior Lien 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 ofthe City.
The Underwriters and their respective affiliates may also communicate independent investment
recommendations, market color or trading ideas and/or pnblish 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.)
FINANCIAL ADVISORS

Public Resources Advisory Group, and Frasca & Associates, L.L.C. have served as Financial
Advisors to the City in connection with the issuance of the Series 2013 Senior Lien Bonds. The Financial
Advisors have assisted the City in matters relating to the planning, structuring, issuance of the Series
2013 Senior Lien Bonds. The Financial 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
Financial Advisors make no guaranty, warranty or other representation respecting accuracy and
completeness of the Official Statement.
VERIFICATION

OF MATHEMATICAL

COMPUTATIONS

Upon delivery of the Refunded Bonds, Grant Thornton LLP, independent certified public
accountants, will deliver a report stating that the firm has verified the mathematical accuracy of certain
computations relating to the adequacy of the Government Obligations and the interest thereon to pay the
principal of, and premium, if any, and interest on, the Refunded Bonds on their respective payment and
redemption dates.
FINANCIAL STATEMENTS AND DEBT COMPLIANCE REPORT

The SCM Fund financial statements for the Fiscal Years ended June 30, 2012 and 20 II, the
Independent Auditor's Report Regarding the Financial Statements and the Debt Service Compliance
Report for the Fiscal Year Ended June 30, 2012 regarding the Debt Service Compliance Report are
included as Appendix E. The financial statements of the SCM Fund for the Fiscal Years ended June 30,
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2012 and 2011 have been audited by Simpson & Simpson, independent certified public accountants, as
stated in their report. Simpson & Simpson has not consented to the inclusion of its report as Appendix E
and has not undertaken to update its report 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 Simpson & Simpson with respect to any event snbsequent to the date of the
Independent Auditor's Report.
MISCELLANEOUS
This Official Statement has been duly approved, execnted 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 2013 Senior Lien 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 subj eet
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:.-c-_;_---c~-:-:-:-_;__:_--c:=-Assistant City Administrative Officer
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APPENDIX A
CITY OF LOS ANGELES
INFORMATION STATEMENT
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 2013 Senior Lien Bonds.
The Series 2013 Senior Lien 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 2013 Senior Lien Bonds" in the forepart of this Official Statement.
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APPENDIXB
GLOSSARY OF DEFINED TERMS
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APPENDIXC
SUMMARY OF CERTAIN
PROVISIONS OF THE RESOLUTIONS
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APPENDIXD
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, EI
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.
"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 ofthe City authorized the
issuance of wastewater system revenue bonds and notes in an aggregate principal amount of
$3,500,000,000.
"AVORS" means Additional Valley Outfall Relief Sewer.
"BMPs" means best management practices.
"BOD" means biochemical oxygen demand whose strengths are measured as part of the QSF.
"CARB" means the California Air Resources Board.
"CEQA" means California Environmental Quality Act.
"CIP" means the Wastewater System Capital Improvement Program.
"CIS" means the Coastal Interceptor Sewer.
"Clean Water Act" means the Federal Water Pollution Control Act as amended.
"COS" means the Central Outfall Sewer.
"CSSA" means Collection System Settlement Agreement.
"DCTWRP" means the Donald C. Tillman Water Reclamation Plant.
"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.
"EPA" means the United States Environmental Protection Agency.
"EVIS" means the East Valley Interceptor Sewer.
"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.
"FSEs" means food service establishments.
"HTP" means the Hyperion Treatment Plant.
"IRP" means the City's Integrated Resources Plan for the System.
"IU" means Industrial User.
"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.
"NDN" means Nitrification-Denitrification.
"NORS" means the North Outfall Replacement Sewer.
"NOS" means the North Outfall Sewer.
"NPDES" means the National Pollutant Discharge Elimination System.
"OM&R" means the operation and maintenance costs, including renewal and replacement, of the
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 ofSS (domestic strength).
"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.
"SOC" 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.
"SIU" means Significant Industrial User.
"SRF" means the Clean Water State Revolving Fund.
"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.
"SSRP" means the City's Secondary Sewer Renewal Program.
"SWRCB" means the California State Water Resources Control Board.
"TIWRP" means the Terminal Island Treatment Plant.
"TMDLs" means total maximum daily loads, whose processes are developed hy the LARWQCB
and regulated hy the Clean Water Act.
"WSC" means Wastewater Service Contracts.
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APPENDIXE
CITY OF LOS ANGELES SEWER CONSTRUCTION AND MAINTENANCE FUND
BASIC FINANCIAL STATEMENTS WITH INDEPENDENT AUDITOR'S REPORT FOR
THE FISCAL YEARS ENDED JUNE 30, 2012 AND 2011 AND
DEBT SERVICE COMPLIANCE REPORT FOR THE FISCAL YEAR ENDED JUNE 30, 2012
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APPENDIXF
FORM OF OPINION

OF BOND COUNSEL

[Closing Date 1

City of Los Angeles
Los Angeles, California
$=--:City of Los Angeles
Wastewater System Revenue Bonds,
Series 2013-A

City of Los Angeles
Wastewater System Revenue Bonds,
Refunding Series 2013-B

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 Wastewater System Revenue Bonds, Series 2013-A in the aggregate par amount
of $
(the "Series 2013-A Senior Lien Bonds") and Wastewater System Revenue Bonds,
Refunding Series 2013-B, in the aggregate principal amount of $__
(the "Series 2013-B Senior Lien
Refunding Bonds" and, together with the Series 2013-A Senior Lien Bonds, the "Series 2013 Senior Lien
Bonds"). The Series 2013 Senior Lien Bonds are being issued pursuant to the authority of special
elections held by the City on June 2, 1987, November 8, 1988 and November 3, 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, the Charter of the City, the California Government Code, Title 5,
Division 2, Part I, Chapter 6 (Sections 54300 et seq.) (with respect to the Series 2013-A Senior Lien
Bonds), the California Government Code, Title 5, Division 2, Part I, Chapter 3, Articles 10 and 11
(Sections 53570 et seq.) (with respect to the Series 2013-B Senior Lien Refunding Bonds) (collectively,
the "Law") and a Wastewater System Revenue Bonds General Resolution, adopted by the Council of the
City (the "Council") on November 10, 1987, as heretofore amended and supplemented and as further
amended and supplemented by the Twenty-Seventh Supplemental Resolution, adopted by the Council on
__
,2013, providing for the issuance of the Series 2013 Senior Lien Bonds (collectively, the "General
Resolution").
The Series 2013-A Senior Lien Bonds are being issued for the purpose of providing moneys to
finance the construction and improvement of the City's wastewater collection and treatment system, to
refund all of the City's outstanding Commercial Paper Notes, to fund a deposit to the Reserve Fund and
pay certain costs of issuing the Series 2013-A Senior Lien Bonds. The Series 2013-B Senior Lien
Refunding Bonds are being issued for the purpose of providing moneys to current refund [a portion 1 of
the City's Wastewater System Revenue Bonds, Series 2003-B, advance refund a portion of the City's
Wastewater System Revenue Bonds, Series 2005-A and pay certain costs of issuing the Series 2013-B
Senior Lien Bonds.
In our capacity as bond COIDISel,we have reviewed the Law, the General Resolution,
certifications of the City, and others, and such other documents, opinions and instruments as we deemed
necessary to render the opinions set forth herein. Capitalized terms used and not otherwise defined herein
shall have the meanings ascribed thereto in the General Resolution.
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We have assumed the genuineness of all documents and signatures presented to us. We have not
undertaken to verify independently, and have assumed, the accuracy of the factual matters represented,
warranted or certified in such documents. Furthermore, we have assumed compliance with all covenants
and agreements contained in the General Resolution, including (without limitation) covenants and
agreements compliance with which is necessary to assure that future actions, omissions or events will not
cause interest on the Series 2013 Senior Lien Bonds to be included in gross income for federal income tax
purposes.
Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of the
following opinions:
I.

The City is authorized and empowered by law to adopt the General Resolution, to issue
the Series 2013 Senior Lien Bonds, to use the proceeds from the sale thereof for the
purposes stated in the General Resolution, and to pledge the Revenues of the City to the
payment of the Series 2013 Senior Lien Bonds.

2.

The Series 2013 Senior Lien Bonds have been duly authorized, executed and delivered
by, and constitute the valid and binding special, limited obligations of, the City.

3.

The Series 2013 Senior Lien Bonds are payable exclusively from and secured by a pledge
of and secured lien upon Revenues and certain amounts held under or pursuant to the
General Resolution. The general fund of the City is not liable, and the credit or taxing
power of the City is not pledged, for the payment of the Series 2013 Senior Lien Bonds
or the interest thereon.

4.

The General Resolution has been duly adopted by the City Council of the City and
constitutes the valid and binding obligation of the City, enforceable against the City in
accordance with its terms. The General Resolution creates a valid pledge, to secure the
payment of the principal of and interest on the Series 2013 Senior Lien Bonds, of the
Revenues of the City, and certain other amounts held by the City under the General
Resolution subject to the provisions of the General Resolution permitting the application
thereof for the purposes and on the terms and conditions set forth therein.

5.

The Series 2013 Senior Lien Bonds and other parity debt of the City have been and may
from time to time hereafter be issued under the General Resolution and are payable from
Revenues on a parity basis with the Series 2013 Senior Lien Bonds.

6.

Under existing law, interest on the Series 2013 Senior Lien Bonds is exempt from
personal income taxes of the State of California and, assuming compliance with the
covenant described below, interest on the Series 2013 Senior Lien Bonds is excluded
pursuant to section 103(a) of the Internal Revenue Code of 1986 (the "Code") from the
gross income of the owners thereof for federal income tax purposes. The Series 2013
Senior Lien Bonds are not "specified private activity bonds" within the meaning of
section 57(a)(5) of the Code and, therefore, the interest on the Series 2013 Senior Lien
Bonds is not treated as an item of tax preference for purposes of computing the
alternative minimum tax imposed by section 55 of the Code; however, the receipt or
accrual of interest on the Series 2013 Senior Lien Bonds owned by a corporation may
affect the computation of its alternative minimum taxable income, upon which the
alternative minimum tax is imposed.
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The Code imposes certain requirements that must be met subsequent to the issuance and
delivery of the Series 2013 Senior Lien Bonds for interest thereon to be and remain
excluded from the gross income of the owners thereof for federal income tax purposes.
Noncompliance with such requirements could cause the interest on the Series 2013
Senior Lien Bonds to be included in gross income retroactive to the date of issue of the
Series 2013 Senior Lien Bonds. The City has covenanted in the General Resolution to
maintain the exclusion of interest on the Series 2013 Senior Lien Bonds from the gross
income of the owners thereof for federal income tax purposes.
Our opinions expressed in paragraph 6 above are rendered in reliance on representations and
certifications of the City made in a Tax Certificate dated the date hereof pertaining to the use,
expenditure, and investment of the proceeds of the Series 2013 Senior Lien Bonds. Except as stated in
paragraph 6 above, we express no opinion as to any federal or state tax consequences of the ownership or
disposition of the Series 2013 Senior Lien Bonds. Furthermore, we express no opinion as to any federal,
state or local tax law consequences with respect to the Series 2013 Senior Lien Bonds, or the interest
thereon, if any action is taken with respect to the Series 2013 Senior Lien Bonds or the proceeds thereof
upon the advice or approval of other counsel.
Our opinions are based on existing law, which is subject to change. Such opinions are further
based on our knowledge of facts as of the date hereof. We assume no duty to update or supplement our
opinions to reflect any facts or circumstances that may hereafter come to our attention or to reflect any
changes in any law that may hereafter occur or become effective. Moreover, our opinions are not a
guarantee of result and are not binding on the Internal Revenue Service; rather, such opinions represent
our legal judgment based upon our review of existing law that we deem relevant to such opinions and in
reliance upon the representations and covenants referenced above.
No opinion is expressed herein on the accuracy, completeness or sufficiency of the Official
Statement or other offering material relating to the Series 2013 Senior Lien Bonds.
The opinions expressed in paragraphs 3 and 4 above are qualified to the extent that the
enforceability of the Series 2013 Senior Lien Bonds and the General Resolution may be limited by
applicable bankruptcy, insolvency, debt adjustment, reorganization, moratorium or similar laws or
equitable principles relating to or limiting creditors' rights generally or as to the availability of any
particular remedy. The enforceability of the Series 2013 Senior Lien Bonds and the General Resolution is
subject to the effect of general principles of equity, including, without limitation, concepts of materiality,
reasonableness, good faith and fair dealing, to the possible unavailability of specific performance or
injunctive relief, regardless of whether considered in a proceeding in equity or at law, and to the
limitations on legal remedies against governmental entities in California (including, but not limited to,
rights of indemnification).
These opinions are limited to the laws of the State of California and the federal laws of the United
States.
Respectfully submitted,
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APPENDIXG
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 DT<::,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 2013 Senior Lien Bonds, (b)
certificates representing ownership interest in or other confirmation or ownership interest in the Series
2013 Senior Lien Bonds, or (c) redemption or other notices sent to DTC or Cede & Co., its nominee, as
the registered owner of the Series 2013 Senior Lien 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 2013 Senior Lien 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.
1.
The Depository Trust Company, New York, NY, will act as securities depository for the
Series 2013 Senior Lien Bonds (the "Series 2013 Senior Lien Bonds"). The Series 2013 Senior Lien
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 the Series 2013 Senior Lien Bonds,
each in the aggregate principal amount of such maturity of such issue, and will be deposited with DTC.
2.
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.
3.
Purchases of Series 2013 Senior Lien Bonds under the DTC system must be made by or
through Direct Participants, which will receive a credit for the Series 2013 Senior Lien Bonds on DTC's
records. The ownership interest of each actual purchaser of each Security ("Beneficial Owner") is in tum
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to be recorded on the Direct and Indirect Participants' records. Beneficial Owners will not receive written
confirmation from DTC of their purchase. Beneficial Owners are, however, expected to receive written
confirmations providing details of the transaction, as wen 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 2013 Senior Lien 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 2013 Senior Lien
Bonds, except in the event that use of the book-entry system for the Series 2013 Senior Lien Bonds is
discontinued.
4.
To facilitate subsequent transfers, an Series 2013 Senior Lien 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 2013
Senior Lien 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 2013 Senior Lien Bonds; DTC's records reflect only the identity of the
Direct Participants to whose accounts such Series 2013 Senior Lien Bonds are credited, which mayor
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.
5.
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 2013 Senior Lien Bonds
may wish to take certain steps to augment the transmission to them of notices of significant events with
respect to the Series 2013 Senior Lien Bonds, such as redemptions, tenders, defaults, and proposed
amendments to the Security documents. For example, Beneficial Owners of Series 2013 Senior Lien
Bonds may wish to ascertain that the nominee holding the Series 2013 Senior Lien 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.
6.
Redemption notices shan be sent to DTC. Ifless than all of the Series 2013 Senior Lien
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.
7.
Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with
respect to Series 2013 Senior Lien Bonds unless authorized by a Direct Participant in accordance with
DTC's MMI Procedures. Under its nsual procedures, DTC mails an Omnibns 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 2013 Senior Lien Bonds are credited on the record date
(identified in a listing attached to the Omnibus Proxy).
8.
Redemption proceeds, distributions, and other payments on the Series 2013 Senior Lien
Bonds will be made to Cede & Co., or such other nominee as may be requested by an anthorized
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
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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
of DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct
aud Indirect Participants.
9.
If applicable, a Beneficial Owner shall give notice to elect to have its Series 2013 Senior
Lien Bonds purchased or tendered, through its Participant, to the City's designated agent, and shall effect
delivery of such Series 2013 Senior Lien Bonds by causing the Direct Participant to transfer the
Participant's interest in the Series 2013 Senior Lien Bonds, on DTC's records, to the City's designated
agent. The requirement for physical delivery of Series 2013 Senior Lien Bonds in connection with an
optional tender or a mandatory purchase will be deemed satisfied when the ownership rights in the Series
2013 Senior Lien Bonds are transferred by Direct Participants on DTC's records and followed by a bookentry credit of tendered Series 2013 Senior Lien Bonds to the DTC account of the City's designated
agent.
10.
DTC may discontinue providing its services as depository with respect to the Series 2013
Senior Lien 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.
11.
The City may decide to discontinue nse 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 2013 Senior Lien
Bonds will apply.
12.
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.
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 2013 SENIOR LIEN BONDS FOR REDEMPTION.
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APPENDIXH
FORM OF CONTINUING DISCLOSURE CERTIFICATE
This Continuing Disclosure Certificate (the "Disciosure Certificate") is executed and delivered by
the City of Los Angeles (the "City") in connection with the issuance by the City of its $
City
of Los Angeles Wastewater System Revenue Bonds, Series 20!3-A (the "Series 2013-A Senior Lien
Bonds") and its $
City of Los Angeles Wastewater System Revenue Bonds, Refunding Series
2013-B (the "Series 20!3-B Senior Lien Bonds"), pursuant to a General Resolution adopted by the
Council of the City (the "City Council") on November 10, 1987, as amended and supplemented,
including as amended and supplemented by the Twenty-Seventh Supplemental Resolution, adopted by the
City Council on [March 26, 2013] (collectively, the "General Resolution").
The City covenants and agrees as follows:
Section I.
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 2.
Definitions. In addition to the definitions set forth in. the General 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 2013 Senior Lien Bonds (including
persons holding Series 2013 Senior Lien Bonds through nominees, depositories or other intermediaries),
or (b) is treated as the owner of any Series 2013 Senior LienBonds 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 or any
other person authorized to act on his 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)(1) 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 2013 Senior Lien Bonds.

~, 2013, issued by the City in
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"Participating Underwriter" shall mean any of the original underwriters of the Series 2013 Senior
Lien Bonds required to comply with the Rule in connection with offering of the Series 2013 Senior Lien
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.
Section 3.

Provision of Annual Reports.

(a)
The City shall cause the Dissemination Agent to provide not later than June 30 of each
fiscal year, commencing on June 30, 2012 for the report for the 2010-11 fiscal year, or if the fiscal yearend 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 reqnirements 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.
(b)
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.
(c)
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.
4.
Content of Annual Reports. The City's Annual Report shall contain or incorporate by
reference the following:
(a)
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 as is set forth in Note 1 to said audited financial
statements for the Fund for the Fiscal years Ended June 30, 2012 and 2011, included as Appendix E to the
Official Statement. 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.
(b)

An update to the following tables and other information set forth in the Official

Statement:
"EXISTING WASTEWATER TREATMENT FACILITIES" table.
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"WASTEWATER
EXPENDITURES" table.
"SEWER
CUSTOMERS" table.

CAPITAL

SERVICE

CHARGE

"SEWER CONSTRUCTION
CHARGES" table.

IMPROVEMENT

BILLED

TO

AND MAINTENANCE

"WASTEWATER
SYSTEM
WASTEWATER VOLUME"table.

CUSTOMERS

PROGRAM

TEN

LARGEST

FUND RATES AND

AND

BILLABLE

"BUREAU OF SANITATION AUTHORIZED POSITIONS" table.
"SEWER
CONSTRUCTION
AND
RETIREMENT AND OPEB CONTRIBUTIONS" table.
"SEWER CONSTRUCTION
OF OPERATIONS
AND
DEBT
(UNAUDITED)" table.

MAINTENANCE

FUND

AND MAINTENANCE FUND SUMMARY
SERVICE
COVERAGE
CASH
BASIS

"SEWER CONSTRUCTION
AND MAINTENANCE
BALANCES IN ALL FUNDS (UNAUDITED)" table.

FUND

CASH

"CITY OF LOS ANGELES WASTEWATER
SYSTEM REVENUE
BONDS AND COMMERCIAL
PAPER NOTES AMOUNTS
ISSUED AND
OUTSTANDING" table.
"VARIABLE RATE BONDS CREDIT ENHANCEMENT"

table.

(c)
An update to tbe following Sections in Appendix A to the Official Statement:
"FINANCIAL OPERATIONS," "BONDED AND OTHER INDEBTEDNESS" and "LITIGATION."
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.

(a)
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 2013 Senior Lien Bonds:
(i)

principal and interest payment delinquencies;

(ii)

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

unscheduled draws on debt service reserves reflecting financial difficulties of the

(iv)
the City;

unscheduled draws on any credit enhancements reflecting financial difficulties of

City;

(v)

snbstitution of any credit or liquidity providers, or their failure to perform;

(vi)
adverse tax opinions, the issuance by the Internal Revenue Service of proposed
or final determinations of taxability, Notices of Proposed Issue (IRS FOm1 5701- TEB) or other
material notices. of determinations with respect to the tax status of the Series 2013 Senior Lien
Bonds, or other material events affecting the tax statns of the Series 2013 Senior Lien Bonds;
(vii)

modifications to the rights of Owners of the Series 2013 Senior Lien Bonds, if

(viii)

bond calls other than scheduled sinking fund redemptions, if material, and tender

(ix)

defeasances;

material;

offers;

(x)
release, substitution, or sale of property, if any, securing repayment of the Series
2013 Senior Lien 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 govermnent authority has assmned 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 ofa 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
trustee, if material.

of a successor or additional trustee or the change of name of a

(b)
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
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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 hy 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.
(c)
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.
Section 6.
Termination of Reporting Obligation. The City's obligations under this
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all
of the Series 2013 Senior Lien Bonds. If such termination occurs prior to the final maturity of the Series
2013 Senior Lien Bonds, the City shall give notice of such termination in the same manner as for a Listed
Event under Section 5(d) hereof.
Section 7.
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 8.
Amendment; Waiver. Notwithstanding any other provision of this Disclosure
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:
(a)
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 2013 Senior Lien Bonds, or the type of business conducted;
(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 ofthe Rule, as well as any change in circumstances; and

.

(c)
The amendment or waiver either (i) is approved hy the Holders of the Series
2013 Senior Lien 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 2013 Senior Lien Bonds.
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
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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 inclnding any other information in
any Annual Report or notice or occurrence of a Listed Event, in addition to that which is reqnired 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.
Section 10.
Default. In the event ofa failure by the City to comply with any provision of this
Disclosure Certificate any Bondowners or Beneficial Owners of Series 2013 Senior Lien 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 II.
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 2013 Senior Lien Bonds.
Section 12.
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 2013 Senior Lien Bonds, and shall create no rights in any other person or entity.
Section 13.
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.
Date:

, 2013
CITY OF LOS ANGELES

By:
Assistant City Administrative Officer
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ATTACHMENT
SIXTEENTH SUPPLEMENTAL

B
RESOLUTION

THE COUNCIL OF THE CITY OF LOS ANGELES

SIXTEENTH SUPPLEMENTAL RESOLUTION
Adopted by the Council of the City
___
,2013
and
SUPPLEMENTING THE
WASTEWATER SYSTEM SUBORDINATE REVENUE BONDS GENERAL RESOLUTION
Which Was
Adopted by the Council of the City
March 26, 1991
AND AUTHORIZING AND APPROVING THE ISSUANCE OF
WASTEWATER SYSTEM SUBORDINATE REVENUE BONDS, SERIES 2013, 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
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SIXTEENTH SUPPLEMENTAL RESOLUTION
Providing for
City of Los Angeles
Wastewater System Subordinate Revenue Bonds
Refunding Series 2013

WHEREAS, the City Council (the "Council") of the City of Los Angeles (the "City"), by
resolution adopted 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, Section 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 such election held June 2, 1987, the voters voting on the proposition
approved the issuance of $500,000,000 of such bonds; and
WHEREAS, the Council, by resolution adopted August 2, 1988, submitted to the
qualified voters of the City the proposition of increasing the authorization to issue bonds to
finance the wastewater system improvement program from $500,000,000 to $2,000,000,000; and
WHEREAS, at such election held November 8, 1988, the voters voting on the proposition
approved the increase in the authorization to a total of $2,000,000,000; and
WHEREAS, the Council, by resolution adopted August 4, 1992, submitted to the
qualified voters of the City the proposition of increasing the authorization to issue bonds to
finance the wastewater system improvement program from $2,000,000,000 to $3,500,000,000;
and
WHEREAS, at such election held November 3, 1992, the voters voting on the proposition
approved the increase in the authorization to a total of $3,500,000,000; and
WHEREAS, the Council on November 10, 1987 adopted a resolution designated as the
"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 and sometimes referred to
herein as the "Senior Lien Bonds") issued thereunder; and
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WHEREAS, the City has, under the General Resolution and individual supplemental
resolutions thereto, issued the following Wastewater System Revenue Bonds:

s

Initial Principal
Amount
125,000,000.00
130,000,000.00
160,076,473.50
108,715,000.00
190,000,000.00
112,410,000.00
112,875,000.00
87,125,000.00
200,000,000.00
91,890,000.00
200,000,000.00
301,015,000.00
150,000,000.00
76,885,000.00
388,290,000.00
150,000,000.00
72,520,000.00
35,250,000.00
253,955,000.00
120,855,000.00
63,705,000.00
88,390,000.00
102,850,000.00
204,335,000.00
225,510,000.00
300,655,000.00
454,785,000.00
177,420,000.00
89,600,000.00
49,650,000.00

Series
Series 1987 (the "Series 1987 Bonds")
Series 1988 (the "Series 1988 Bonds")
Series 1989 (the "Series 1989 Bonds")
Series 1990 A (the "Series I990-A Bonds")
Series 1990-B (the "Series 1990-B Bonds")
Series 1991-A (the "Series 1991-A Bonds")
Series 1991-B (the "Series 1991-B Bonds")
Refunding Series 1991-C (the "Refunding Series
Series 1991-D (the "Series 1991-D Bonds")
Refunding Series 1992-A (the "Refunding Series
Series 1992-B (the "Series 1992-B Bonds")
Refunding Series 1993-A (the "Refunding Series
Series 1993-B (the "Series 1993-B Bonds")
Refunding Series 1993-C (the "Refunding Series
Refunding Series 1993-D (the "Refunding Series
Series 1994-A (the "Series 1994-A Bonds")
Refunding Series 1996-A (the "Refunding Series
Refunding Series 1997-A (the "Refunding Series
Series 1998-A (the "Series 1998-A Bonds")
Refunding Series 1998-B (the "Refunding Series
Refunding Series 1998-C (the "Refunding Series
Refunding Series 1999-A (the "Refunding Series
Refunding Series 2002-A (the "Refunding Series
Refunding Series 2003-A (the "Refunding Series
Refunding Series 2003-B (the "Refunding Series
Refunding Series 2005-A (the "Refunding Series
Refunding Series 2009-A (the "Refunding Series
Series 201O-A (the "Series 2010-A Bonds")
Series 2010-B (the "Series 2010-B Bonds")
Refunding Series 2012-A (the "Refunding Series

1991-C Bonds")
I992-A Bonds")
1993-A Bonds")
1993-C Bonds")
1993-D Bonds")
1996-A Bonds")
1997-A Bonds")
1998-B Bonds")
1998-C Bonds")
1999~A Bonds")
2002-A Bonds")
2003-A Bonds")
2003-B Bonds")
2005-A Bonds")
2009-A Bonds")

2012-A Bonds")

all of which Senior Lien Bonds (to the extent Outstanding) shall be collectively referred to herein
as the "Prior Senior Bonds," which are Outstanding in the aggregate principal amount of
$1,146,930,000 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" (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
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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"), none of which are outstanding, and the following Wastewater System Subordinate
Revenue Bonds:
Initial Principal
Amount
$123,400,000
123,400,000
46,300,000
15,500,000
365,510,000
269,450,000
118,810,000
71,280,000
27,715,000
49,490,000
49,490,000

84,730,000
69,780,000
49,840,000
31,900,000
10,065,000
68,510,000
57,115,000

78721611.6

Series
Variable Rate Refunding Series 2001-A (the "Subordinate
Refunding Series 2001-A Bonds")
Variable Rate Refunding Series 2001-B (the "Subordinate
Refunding Series 2001-B Bonds")
Variable Rate Refunding Series 2001-C (the "Subordinate
Refunding Series 200 1-C Bonds")
Variable Rate Refunding Series 2001-D (the "Subordinate
Refunding Series 2001-D Bonds")
Refunding Series 2003-A (the "Subordinate Refunding
Series 2003-A Bonds")
Refunding Series 2003-B (the "Subordinate Refunding
Series 2003-B Bonds")
Variable Rate Refunding Series 2006-A (the "Subordinate
Refunding Series 2006-A Bonds")
Variable Rate Refunding Series 2006-B-l (the "Subordinate
Refunding Series 2006-B-l Bonds")
Variable Rate Refunding Series 2006-B-2 (the "Subordinate
Refunding Series 2006-B-2 Bonds")
Variable Rate Refunding Series 2006-C (the "Subordinate
Refunding Series 2006-C Bonds")
Variable Rate Refunding Series 2006-D (the "Subordinate
Refunding Series 2006-D Bonds" (the "Subordinate Refunding
Series 2006-D Bonds")
Variable Rate Refunding Series 2008-A (the "Subordinate
Refunding Series 2008-A Bonds")
Variable Rate Refunding Series 2008-B (the "Subordinate
Refunding Series 2008-B Bonds")
Refunding Series 2008-C (the "Subordinate Refunding
Series 2008-C Bonds")
Refunding Series 2008-D (the "Subordinate Refunding
Series 2008-D Bonds")
Variable Rate Refunding Series 2008-E (the "Subordinate
Refunding Series 2008-E Bonds")
Variable Rate Refunding Series 2008-F-l (the "Subordinate
Refunding Series 2008-F-l Bonds")
Variable Rate Refunding Series 2008-F-2 (the "Subordinate
Refunding Series 2008-F-2 Bonds")

3

Initial Principal
Amount
36,330,000
36,330,000
199,790,000
157,055,000
253,880,000
133,715,000
280,860,000

Series
Variable Rate Refunding Series 2008-G (the "Subordinate
Refunding Series 2008-G Bonds")
Variable Rate Refunding Series 2008-H (the "Subordinate
Refunding Series 2008-H Bonds")
Series 201O-A (the "Subordinate Series 201O-A Bonds")
Refunding Series 2012-A
A Bonds")
Refunding Series 2012-B
B Bonds")
Refunding Series 2012-C
C Bonds")
Variable Rate Refunding
Refunding Series 2012-D

(the "Subordinate Refunding Series 2012(the "Subordinate Refunding Series 2012(the "Subordinate Refunding Series 2012Series 2012-D (the "Subordinate
Bonds")

all of which Subordinate Bonds (to the extent Outstanding) shall be collectively referred to
herein as the "Prior Subordinate Bonds," which are Outstanding in the aggregate principal
amount of$I,307,115,000 as of the date hereof; 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 2013, with such additional Series
designations, including "Refunding Bonds," as shall be deemed necessary or appropriate as
provided herein (the "Series 2013 Subordinate Bonds"), through the adoption of this Sixteenth
Supplemental Resolution (the "Sixteenth Supplemental Resolution") for the purpose of
(i) refunding all or a portion of the outstanding Commercial Paper Notes and/or refunding all or
any portion of the Prior Senior Bonds and Prior Subordinate Bonds (collectively the "Refunded
Obligations"), whether through a current or advance refunding, (ii) funding any deposit to the
2013 Construction Fund in an amount necessary to pay any Project Costs associated with any
improvement to the System, and (iii) paying the costs of issuance in connection with the issuance
of any Series of Series 2013 Subordinate Bonds; and
WHEREAS, Series 2013 Subordinate Bonds shall be issued pursuant to and in
accordance with the procedures set forth in the Charter, the Revenue Bond Law and Article 10
and Article 11 of Chapter 3 of Part 1 of Division 2 of Title 5 (Section 53570 et seq.) of the
California Government Code (the "Refunding Law") and the provisions of the Subordinate
General Resolution, including this Sixteenth Supplemental Resolution; and
WHEREAS, the Series 2013 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 financial advisors shall determine to be in the City's best interests and
which are otherwise consistent with the provisions and parameters of this Sixteenth
Supplemental Resolution; and

78721611.6

4

WHEREAS, concurrently with the issuance of the Series 2013 Subordinate Bonds, the
City proposes to issue Senior Lien Bonds (the "2013 Senior Lien Bonds") pursuant to a TwentySeventh Supplemental Resolution (the "Twenty-Seventh Supplemental Resolution") adopted on
even date herewith; and
WHEREAS, the aggregate principal amount of Series 2013 Subordinate Bonds issued
pursuant to this Sixteenth Supplemental Resolution and 2013 Senior Lien Bonds issued pursuant
to the Twenty-Seventh Supplemental Resolution for the purpose of financing improvements to
the System shall not exceed $95,000,000; and
WHEREAS, any refunding to be accomplished with the proceeds from the sale of any
Series of Series 2013 Subordinate Bonds issued pursuant to this Sixteenth Supplemental
Resolution will result in (i) with respect to the Refunded Senior Bonds or Refunded Subordinate
Bonds, either (A) (l) a minimum present value savings equal to at least 70% 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 manageability and convenience of the
bond financing and refunding program for the System and (ii) with respect to the Commercial
Paper Notes, a desirable restructuring of debt or benefits for the manageability and convenience
of the System's Bond financing and refunding program, in each case, as determined by the City
Administrative Officer, upon the advice of the City's financial advisors, at or before the time of
issuance; and
Wl-lEREAS, the aggregate principal amount of Series 2013 Subordinate
pursuant to this Sixteenth Supplemental Resolution for the purpose of refunding
and/or Subordinate Bonds (not including the Commercial Paper Notes) shall not
principal amount if such refunding satisfies either clause (1) or (2) of clause
preceding recitation; and

Bonds issued
Senior Bonds
be limited in
(i)(A) of the

WHEREAS, the City has determined, based upon the existing market conditions and
upon the advice of its financial advisors and the City Attorney, that it is in the best financial
interests of the City to sell the Series 2013 Subordinate Bonds through a negotiated underwriting
process, provided that, if market conditions should change, nothing herein shall preclude the City
from selling the Series 2013 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 2013 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, it is desirable that the Council provide for the issuance, securing and sale of
the Series 2013 Subordinate Bonds; and
WHEREAS, Section 11.03 of the Subordinate General Resolution
supplemental resolution to amend and supplement the Subordinate General
Supplemental Resolution thereto and Section 11.03 of the Subordinate
authorizes the City to distribute notice to all Bondholders and Insurers
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permits the City by
Resolution and any
General Resolution
of the Outstanding

Subordinate Bonds of its intention to amend the Subordinate General Resolution in the form
attached hereto as Attachment 2 (the "Supplemental Resolution"); and
WHEREAS, the Sixteenth 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:
ARTICLE I
DEFINITIONS; INTERPRETATION
Section 1.01. Definitions.
Unless otherwise specifically provided in this Section,
capitalized terms used in this Sixteenth 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:
"Attachment 1" means each Attachment 1 to this Sixteenth Supplemental Resolution,
substantially in the form of Exhibit A hereto, completed, executed and delivered by the City
Administrative Officer pursuant to Section 3,04 hereof in connection with the issuance of the
related Series of Series 2013 Subordinate Bonds and setting forth the terms thereof as described
in Article III hereof, each of which Attachment No.1, upon execution and delivery, shall become
a part ofthis Sixteenth Supplemental Resolution.
"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 anyone
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 2013 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.
"Book-Entry Bonds" means the Series 2013 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 20 J3 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.
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"Commercial Paper Notes" or "CP 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 Subordinate Bonds, as authorized as of the date hereof under the Subordinate
General Resolution, a First Supplemental Resolution adopted by the Council on March 26, 1991,
a Second Supplemental Resolution adopted by the Council on August 13, 1996, a Third
Supplemental Resolution adopted by the Council on September 3, 1997, a Fourth Supplemental
Resolution adopted by the Council on August 15, 2000, a Sixth Supplemental Resolution
adopted by the Council on January 21,2003, an Eleventh Supplemental Resolution adopted by
the Council on June 23, 20 I0 and a Fifteenth Supplemental Resolution adopted by the Council
on December 17,2013.
"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 2013
Subordinate Bonds, as originally executed and as it may be amended from time to time in
accordance with the terms thereof.
"Costs ofIssuance" means all costs and expenses incurred by the City in connection with
the issuance of any Series of Series 2013 Subordinate Bonds and the refunding of the Refunded
Obligations, including, but not limited to, costs and expenses of printing and copying documents
and the Series 2013 Subordinate Bonds, any fees incurred in connection with agreements
described in Section 10.06 hereof, and the fees, costs and expenses of rating agencies, counsel,
accountants, verification specialists, underwriters, financial advisors, the escrow agent, insurance
consultants and other consultants and agents.
"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 9.01 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 Series of Series
2013 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 2013
Subordinate Bonds.
"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 2013 Subordinate Bonds, means
December 1, 2013, and each June 1 and December 1 thereafter, or such other interest payment
dates designated in Attachment 1with respect to such Series.
"Opinion of Bond Counsel" means an Opinion of Counsel by Bond Counsel.
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"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.
"Prior Senior Bonds" means, the Senior Lien Bonds which as of the date hereof consist
of, collectively, the Series 1987 Bonds, the Series 1988 Bonds, the Series 1989 Bonds, the
Series 1990-A Bonds, the Series 1990-B Bonds, the Series 1991-A Bonds, the Series 1991-B
Bonds, the Refunding Series 1991-C Bonds, the Series 1991-D Bonds, the Refunding
Series 1992-A Bonds, the Series 1992-B Bonds, the Refunding Series 1993-A Bonds, the
Series 1993-B Bonds, the Refunding Series 1993-C Bonds, the Refunding Series 1993-D Bonds,
the Series 1994-A Bonds, the Refunding Series 1996-A Bonds, the Refunding Series 1997-A
Bonds, the Series 1998-A Bonds, the Refunding Series 1998-B Bonds, the Refunding
Series 1998-C Bonds, the Refunding Series 1999-A Bonds, the Refunding Series 2002-A Bonds,
the Refunding Series 2003-A Bonds, the Refunding Series 2003-B Bonds, the Refunding
Series 2005-A Bonds, the Refunding Series 2009-A Bonds, the Series 201O-ABonds, the Series
2010-B Bonds and the Series 2012-A Bonds, previously issued by the City pursuant to the
General Resolution.
"Prior Subordinate Bonds" means, the Subordinate Bonds which as of the date hereof
consist of, collectively, the Subordinate Refunding Series 2001-A Bonds, the Subordinate
Refunding Series 2001-B Bonds, the Subordinate Refunding Series 2001-C Bonds, the
Subordinate Refunding Series 2001-D Bonds, the Subordinate Refunding Series 2003-A Bonds,
the Subordinate Refunding Series 2003-B Bonds, the Subordinate Refunding Series 2006-A
Bonds, the Subordinate Refunding Series 2006-B-1 Bonds, the Subordinate Refunding
Series 2006-B-2 Bonds, the Subordinate Refunding Series 2006-C Bonds, the Subordinate
Refunding Series 2006-D Bonds, the Subordinate Refunding Series 2008-A Bonds, the
Subordinate Refunding Series 2008-B Bonds, the Subordinate Refunding Series 2008-C Bonds,
the Subordinate Refunding Series 2008-D Bonds, the Subordinate Refunding Series 2008-E
Bonds, the Subordinate Refunding Series 2008-F-I Bonds, the Subordinate Refunding
Series 2008-F-2 Bonds, the Subordinate Refunding Series 2008-G Bonds, the Subordinate
Refunding Series 2008-H Bonds, the Subordinate Refunding Series 2012-A Bonds, the
Subordinate Refunding Series 2012-B Bonds, the Subordinate Refunding Series 2012-C Bonds
and the Subordinate Refunding Series 2012-D Bonds, previously issued by the City pursuant to
the Subordinate General Resolution.
"Record Date" means, for a June I Interest Payment Date, the close of business on the
preceding May 15 and, for a December I 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 Attachment I with respect to such Series.
"Refunded Obligations" means all or any of the Refunded Senior Bonds and the
Refunded Subordinate Bonds and, if applicable, the Commercial Paper Notes.
"Refunded Senior Bonds" means all or any of the Prior Senior Bonds to be refunded by
the Series 2013 Subordinate Bonds, as described in Attachment I relating to such Series of
Series 2013 Subordinate Bonds.
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"Refunded Subordinate Bonds" means all or any of the Prior Subordinate Bonds to be
refunded by the Series 2013 Subordinate Bonds, as described in Attachment 1 relating to such
Series of Series 2013 Subordinate Bonds
"Representation Letter" means the Blanket Letter of Representations from the City to
DTC which Representation Letter applies to the Series 2013 Subordinate Bonds.
"Rule 15c2-12" means Rule l5c2-12 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 2013 Subordinate Bonds as designated in Attachment
1 attached hereto.
"Series 2013 Subordinate Bonds" means the City of Los Angeles Wastewater System
Subordinate Revenue Bonds, Series 2013 of each Series authorized to be issued pursuant to this
Sixteenth 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.
"SRF Loan" means that certain loan agreement entered into by the City with the State
Water Resources Control Board designated as Agreement Number 00-817-550-0 and made and
entered into on January 17,2001, as amended and supplemented from time to time in accordance
with the terms thereof.
"Subordinate Bonds" means any bonds or other obligations, including Commercial Paper
Notes, issued under the Subordinate General Resolution.
"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 that Tax Certificate relating to federal tax matters to be executed
on behalf of the City at the time of issuance of any Series of Series 2013 Subordinate Bonds, and
as amended from time to time.
"Underwriters" means, collectively, Merrill Lynch, Pierce, Fenner & Smith Incorporated,
Cabrera Capital Markets, LLC, Jefferies LLC, J.P. Morgan Securities LLC, Siebert Brandford
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Shank & Co., L.L.c., or such other Underwriters as may be designated in any subsequent
resolution of the City.
Section 1.02. Incorooration of Definitions in the Subordinate General Resolution.
Except as otherwise provided in Section 1.0I hereof, all words, terms and phrases defined in the
Subordinate General Resolution shall have the same meanings in this Sixteenth 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 Sixteenth
Supplemental Resolution, unless the context otherwise requires, shall have the same meanings in
such Supplemental Resolution as in this Sixteenth 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 Sixteenth 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 terrn 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
AUTHORIZATION AND SECURITY
Section 2.01. Subordinate General Resolution; Special Obligations. The Series 2013
Subordinate Bonds authorized by this Sixteenth Supplemental Resolution are Subordinate Bonds
issued under the tenus of the Subordinate General Resolution and secured by and entitled to the
security and the rights granted by the Subordinate General Resolution. The Series 2013
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 2013 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 2013 Subordinate Bonds solely from the Revenues and from amounts in the SCM Fund
and the Debt Service Fund (all as defined below). 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 2013 Subordinate
Bonds. Neither the full faith and credit nor the taxing power of the City is pledged to pay the
Series 2013 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 Sixteenth Supplemental Resolution. The principal of and interest on the
Series 2013 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
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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. Revenue Bond Law and Refunding Law. The Series 2013 Subordinate
Bonds are hereby declared to be issued under the terms of the Revenue Bond Law or Refunding
Law, and secured as provided for in the Revenue Bond Law and Refunding Law, as applicable;
provided, however, that the security provided in the Series 2013 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 2013 Subordinate Bonds may recite that they are issued
pursuant to the Revenue Bond Law or Refunding Law, as applicable. It is hereby declared that
the proceeds of the Series 2013 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 Obligations.
ARTICLE III
DESCRIPTION OF THE SERIES 2013 SUBORDINATE BONDS
Section 3.01. Designation of the Series 2013 Subordinate Bonds; Principal Amounts.
The Series 2013 Subordinate Bonds are hereby authorized to be issued in one or more Series
under the Subordinate General Resolution and this Sixteenth Supplemental Resolution. The
aggregate principal amount of Series 2013 Subordinate Bonds issued pursuant to this Sixteenth
Supplemental Resolution and 2013 Senior Lien Bonds issued pursuant to the Twenty-Seventh
Supplemental Resolution to finance improvements to the System shall not exceed $95,000,000.
The aggregate principal amount of Series 2013 Subordinate Bonds issued pursuant to this
Sixteenth : Supplemental Resolution for the purpose of refunding Senior Bonds and/or
Subordinate Bonds shall not be limited except as provided in the preambles hereto. The Series
2013 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 2013," with such
additional Series designations as set forth in the Attachment 1 related to such Series of Series
2013 Subordinate Bonds.
Section 3.02. Series 2013 Subordinate Bonds Under the Subordinate General
Resolution; Security. The Series 2013 Subordinate Bonds are issued under, secured by and
subject to the tenus of the Subordinate General Resolution and are secured by the Revenues in
accordance with the tenus of the Subordinate General Resolution. The Series 2013 Subordinate
Bonds are special obligations of the City payable only from the Revenues, the SCM Fund, the
Debt Service Fund and the Construction Fund, and not from the general fund of the City, and the
City is not obligated to pay the Series 2013 Subordinate Bonds from any other source.
Section 3.03. Tenns of the Series 2013 Subordinate Bonds; Signature. The Series 2013
Subordinate Bonds shall be issued in Authorized Denominations, and shall be issuable only as
fully registered bonds. The Series 2013 Subordinate Bonds shall be signed by the Mayor or the
City Administrative Officer, and shall be authenticated by any Authorized City Representative.
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Any such signature may be by facsimile, except that on one of each Series 2013 Subordinate
Bond there shall be at least one manual signature. The Series 2013 Subordinate Bonds shall be
numbered as any Authorized City Representative shall determine.
The Series 2013 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 Attachment 1 related to such
Series). Each Series 2013 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 2013 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 2013 Subordinate Bonds shall be paid on December 1, 2013 and
semiannually thereafter on each June 1 and December 1 (or on such other semiannual interest
payment dates as set forth in the Attachment I related to such Series). Interest shall be
calculated on the basis of a year of 360 days and twelve 30-day months.
The Series 2013 Subordinate Bonds shall mature on June 1 (or on such other date as set
forth in the Attachment 1 related to such Series) in the years and in the amounts, subject to prior
redemption, and bear interest at the annual rates set forth in the Attachment 1 related to such
Series, provided, however, that the final maturity of the Series 2013 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 2013 Subordinate Bonds of any Series will not exceed 8%.
Payment of principal of the Series 2013 Subordinate Bonds shall be made upon surrender
of such Series 2013 Subordinate Bonds to the City Administrative Officer provided that with
respect to the Series 2013 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 2013 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 2013 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 2013 Subordinate Bonds, interest shall be paid to the person who was, on the Record
Date, the registered owner thereof The Series 2013 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 2013 Subordinate Bond and, to the extent lawful,
on overdue interest on a Series 2013 Subordinate Bond will be payable at the rate on such Series
2013 Subordinate Bond on the day before the default occurred.
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Any refunding to be accomplished with the proceeds from the sale of any Series of Series
2013 Subordinate Bonds issued pursuant to this Sixteenth Supplemental Resolution will result in
(i) with respect to the Refunded Senior Bonds or Refunded Subordinate Bonds, either (A) (1) a
minimum present value savings equal to at least 70% 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 manageability and convenience of the bond financing and
refunding program for the System and (ii) with respect to the Commercial Paper Notes, a
desirable restructuring of debt or benefits for the manageability and convenience of the System's
Bond financing and refunding program, in each case, as determined by the City Administrative
Officer, upon the advice of the City's financial advisors, at or before the time of issuance.
Satisfaction of this requirement with respect to any Series of Series 2013 Subordinate Bonds
shall be conclusively evidenced by the execution of the Attachment 1 related to such Series.
Section 3.04. Approval and Authorization of each Attachment I to Constitute a Part of
this Resolution. The City Administrative Officer is hereby authorized to complete, execute and
deliver, on or about the date of the delivery of each Series of Series 2013 Subordinate Bonds the
.related Attachment I substantially in the form of Exhibit A hereto, with such additions and
modifications as are necessary or required to complete such document. The form of Attachment
I is hereby approved and, upon execution and delivery by the City Administrative Officer each
such Attachment I shall be made a part of this Sixteenth Supplemental Resolution, without any
further authorization or approval of this Councilor any other party. The City Administrative
Officer shall transmit a final copy of each such Attachment I to the City Clerk prior to the date
of issuance of the related Series of Series 2013 Subordinate Bonds so that each Attachment I can
be attached to this Sixteenth Supplemental Resolution in the records of the City, provided that
the failure of the City Administrative Officer to so deliver any Attachment I or the failure of the
City Clerk to so attach the document shall not affect the validity of the Series 2013 Subordinate
Bonds of any Series issued pursuant to this Sixteenth Supplemental Resolution.
.
Section 3.05. Exchange and Transfer of Series 2013 Subordinate Bonds. Series 2013
Subordinate Bonds which are delivered to the Treasurer for exchange may be exchanged for an
equal total unpaid principal amount of Series 2013 Subordinate Bonds of the same Series and
maturity but of different Authorized Denominations. Series 2013 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
2013 Subordinate Bond during the period beginning 15 days before the mailing of notice calling
any such Series 2013 Subordinate Bond for redemption and ending on the date notice of
redemption is mailed nor to transfer or exchange any Series 2013 Subordinate Bond which has
been selected for redemption.
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Section 3.06. Book-Entry Bonds.
(a)
Except as provided in subparagraph (c) of this Section 3.06, the registered owner
of all of the Series 2013 Subordinate Bonds shall be DIC and the Series 2013 Subordinate
Bonds shall be registered in the name of Cede & Co., as nominee for DIC. Payment of principal
or interest for any Series 2013 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.
(b)
The Series 2013 Subordinate Bonds shall be initially issued in the form of a
separate single authenticated fully registered Series 2013 Subordinate Bond for each separate
stated maturity of the Series 2013 Subordinate Bonds. Upon initial issuance, the ownership of
all Series 2013 Subordinate Bonds shall be registered on the registration books of the City in the
name of Cede & Co., as nominee of DIC. The City may treat DIC (or its nominee) as the sole
and exclusive owner of the Series 2013 Subordinate Bonds registered in its name for the
purposes of payment of the principal or redemption price of or interest on the Series 2013
Subordinate Bonds, respectively, selecting the Series 2013 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 Sixteenth Supplemental Resolution, registering the
transfer of Series 2013 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 2013
Subordinate Bonds under or through DIC 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 DIC or any Participant; the payment to DIC or any Participant of any
amount in respect of the principal of, redemption price of or interest on the Series 2013
Subordinate Bonds; any notice which is permitted or required to be given to Bondholders under
the General Resolution or this Sixteenth Supplemental Resolution; the selection by DIC or any
Participant of any person to receive payment in the event of a partial redemption of the Series
2013 Subordinate Bonds; or any consent given or other action taken by DIC as Bondholder.
The City shall pay all principal of and premium, if any, and interest on the Series 2013
Subordinate Bonds only to or "upon the order of' DIC (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 2013 Subordinate Bonds, respectively, to the extent of
the sum or sums so paid. No person other than DIC shall receive an authenticated Series 2013
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 Sixteenth
Supplemental Resolution. Upon delivery by DIC to the City of written notice to the effect that
DIC 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 Sixteenth
Supplemental Resolution shall refer to such new nominee ofDIC.
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(c)
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 2013 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 Sixteenth Supplemental Resolution. If Bond
certificates are issued, the provisions of the General Resolution and this Sixteenth 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 2013
Subordinate Bonds to any DTC Participant having Series 2013 Subordinate Bonds credited to its
DTC account or (b) to arrange for another securities depository to maintain custody of
certificates evidencing the Series 2013 Subordinate Bonds.
(d)
Notwithstanding any other provision of the Subordinate General Resolution or
this Sixteenth Supplemental Resolution to the contrary, so long as any Series 2013 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 2013 Subordinate Bond and all
notices with respect to such Series 2013 Subordinate Bond shall be made and given, respectively,
to DTC as provided in the Representation Letter.
(e)
In connection with any notice or other communication to be provided to
Bondholders pursuant to the Subordinate General Resolution and this Sixteenth 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 3.07. Form of Series 2013 Subordinate Bonds. The Series 2013 Subordinate
Bonds of each Series shall be substantially in the following form, with such additions, deletions
and modifications as shall be necessary or appropriate to conform such form to the Attachment 1
related to such Series:
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UNITED STATES OF AMERICA
STATE OF CALIFORNIA
CITY OF LOS ANGELES
WASTEWATER SYSTEM SUBORDINATE REVENUE BOND,
[REFUNDING] SERIES 2013- [Add Series Designation]
No.

$_----Interest

Maturity Date

Dated Date

CUSIPNo.

%
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 PRIOR 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:
PRINCIPAL AMOUNT:

DOLLARS

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 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 subject to redemption prior to its maturity date. The times,
prices and conditions under which this Subordinate Bond may be redeemed are hereinafter
described.
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 on March 26, 1991 and the terms of that Sixteenth Supplemental Resolution
Supplementing the Wastewater System Revenue Bonds Subordinate General Resolution, adopted
by the Council on
, 2013.
This Subordinate Bond is issued pursuant to
Sections [54300 et seq.] [53570 et seq.] of the California Government Code.
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Additional provisions of this Subordinate Bond are set forth on the following pages of
this Subordinate Bond.
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 Sixteenth
Supplemental Resolution referred to herein.

CITY OF LOS ANGELES

By:

_
[Mayor or City Administrative Officer]

By:

_
[FORM ON FOLLOWING PAGES OF BOND]

1.
General Resolution; Subordinate General Resolution; Sixteenth Supplemental
Resolution; Source of Payment. The Council (the "Council") of the City has on November 10,
1987 adopted a resolution captioned "WASTEWATER
SYSTEM REVENUE BONDS
GENERAL RESOLUTION" (the "General Resolution"), which provides that the City may from
time to time issue wastewater system revenue bonds and other forms of obligations and
indebtedness under the terms thereof, and such General Resolution pledges to the payment of all
obligations issued or incurred under the terms thereof the "Revenues" of the City's wastewater
system (the "System"), which Revenues are defined as all revenues of the City's Sewer
Construction and Maintenance Fund and revenues otherwise attributable to the System,
including, but not limited to, the 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 (as defined in
the General Resolution) and those funds referred to in the General Resolution as the Debt
Service Fund, the Debt Service Reserve Fund and the Emergency Fund; provided, however, that
Revenues do not include: (I) any amount received from the levy or collection of taxes;
(2) amounts received under contracts or agreements with governmental or private entities and
designated for capital costs; (3) moneys received as grants from the United States of America or
from the State of California; (4) earnings received from the investment of the Construction
Funds; (5) the proceeds of borrowing; and (6) proceeds of insurance.
In addition, the City pledged the following to secure bonds and other forms of obligations
and indebtedness issued under the General Resolution: (1) the Revenues held in the SCM Fund,
including the earnings on such Revenues, and (2) all moneys and securities held in the Debt
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Service Reserve Fund, the Debt Service Fund (except as restricted by the General Resolution)
and the Construction Funds, all as described in the General Resolution.
All bonds, notes and other indebtedness, obligations or securities of any kind or class
issued or incurred pursuant to the terms of 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. As of the date of the issuance of the Subordinate
Bonds authorized by the Sixteenth Supplemental Resolution, the City has issued thirty series of
its Wastewater System Revenue Bonds under the General Resolution in an original aggregate
principal amount of $4,823,761,474 (the "Prior Senior Lien Bonds").
The Council on March26, 1991 adopted a resolution captioned "WASTEWATER
SYSTEM SUBORDINATE REVENUE BONDS GENERAL RESOLUTION (the "Subordinate
Resolution"), which provides that the City may from time to time issue wastewater system
revenue bonds and other forms of indebtedness that constitute a second and subordinate lien to
the lien on Revenues ofthe General Resolution and the Senior Lien Bonds. All capitalized terms
not otherwise defined shall have the meanings ascribed to such capitalized terms in the General
Resolution or the Subordinate General Resolution. The Subordinate General Resolution pledges
to, and places a second lien upon, the payment of all obligations issued or incurred under the
terms thereof, the Revenues (as defined above and in the Subordinate General Resolution).
In addition, the City pledges the following to secure bonds and other forms of
indebtedness under the Subordinate General Resolution: (i) the Revenues held in the SCM Fund
including the earnings on such Revenues, and (ii) all moneys and securities held in any Debt
Service Fund and Construction Fund (as defined in Subordinate General Resolution). Pursuant
to a First Supplemental Resolution, a Second Supplemental Resolution, a Third Supplemental
Resolution, a Fourth Supplemental, a Sixth Supplemental Resolution and an Eleventh
Supplemental Resolution, all supplementing and amending the Subordinate General Resolution,
the City has authorized the issuance of Subordinate Bonds in the form of Commercial Paper
Notes in the maximum aggregate principal amount of$400,000,000.
The Series of Subordinate Bonds of which this Subordinate Bond constitutes a part is
issued under the terms of the Subordinate General Resolution and a "SIXTEENTH
SUPPLEMENTAL RESOLUTION SUPPLEMENTING
THE WASTEWATER
SYSTEM
SUBORDINATE
REVENUE
BONDS
GENERAL
RESOLUTION"
(the "Sixteenth
Supplemental Resolution") adopted by the Council on
,2013, is designated as "City
of Los Angeles Wastewater System Subordinate Revenue Bonds, [Refunding] Series 20 13 [add
Series Designation]" (the "Series 2013 Subordinate Bonds") and is being issued for the purpose
of refunding all or a portion of the City'S Prior Senior Lien Bonds and Prior Subordinate Bonds
[and/or paying the costs of improvements to the System]. The Series 2013 Subordinate Bonds,
are being issued in the aggregate original principal amount of $
and are issued on a
parity with and are payable from the same sources of funds as all Outstanding Subordinate
Bonds.
Additional Senior Lien Bonds and Subordinate Bonds may be issued from time to time
under the terms ofthe General Resolution and Subordinate General Resolution, respectively, and
all such additional Senior Lien Bonds and Subordinate Bonds will be equally and ratably secured
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with the Prior Senior Lien Bonds and Subordinate Bonds, respectively, in accordance with the
Revenue Bond Law by the Revenues and those funds described in the preceding paragraphs and
will be payable from the same source as the Series 2013 Subordinate Bonds, 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
Construction Fund (defined in the Subordinate General Resolution), if any, 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 Series 2013 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 Series 2013 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
Sixteenth Supplemental Resolution, and holders of the Series 2013 Subordinate Bonds are
referred to the Subordinate General Resolution and the Sixteenth Supplemental Resolution for
description of those terms.
2.
Interest Rate. This Subordinate Bond shall bear interest until its Maturity Date ot
earlier redemption 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 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.
3.
Interest Payment and Record Dates. Interest will be due and payable on this
Subordinate Bond on December I, 2013, and each June 1 and December 1 [insert alternative
dates if Attachment I so provides1 thereafter 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 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. [insert alternative dates if Attachment I so provides1
4.
Method of Payment. Holders must surrender Subordinate Bonds to the Treasurer
of the City to collect principal except that with respect to Subordinate Bonds which are BookEntry Bonds (as defined in the Sixteenth Supplemental Resolution), the City may make other
agreements for payment of principal. Interest will be paid to the party who is, as of the Record
Date, the registered holder. If this Subordinate Bond is not a Book-Entry Bond, as defined in the
Sixteenth 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 Sixteenth 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

78721611.6

19

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.
5.
Optional Redemption. [Insert Optional Redemption Terms from Attachment I
related to such Series]. [The Series 2013 Subordinate Bonds called for optional redemption shall
be designated by the City, or, absent such designation, shall be redeemed pro rata among
maturities and by lot within anyone maturity.] [Ifless than all of the Series 2013 Subordinate
Bonds of a maturity are called for prior redemption, the particular Series 2013 Subordinate
Bonds or portions thereof to be redeemed shall be selected by the City on a pro rata pass-through
distribution of principal basis in accordance with DTC procedures, provided that, so long as the
Series 2013 Subordinate Bonds are held in book-entry form, the selection for redemption of such
Series 2013 Subordinate Bonds shall be made in accordance with the operational arrangements
ofDTC then in effect, and, if the DTC operational arrangements do not allow for redemption on
a pro rata pass-through distribution of principal basis, the Series 2013 Subordinate Bonds will be
selected for redemption, in accordance with DTC procedures, by lot.]
6.
Mandatory Redemption of Series 2013 Subordinate Bonds. [To be conformed to
Mandatory Redemption Terms from Attachment 1 related such Series]. The Series 2013
Subordinate Bonds with a stated Maturity Date of [June 1, 1 will be subject to mandatory sinking
fund redemption on [June 1, 20~ and each June 1 thereafter in accordance with the terms of a
mandatory sinking fund redemption schedule set forth in the Sixteenth Supplemental Resolution.
The Series 2013 Subordinate Bonds with a stated Maturity Date of [June 1, 20~ will be subject
to mandatory sinking fund redemption on [June 1, 20~ and each June 1 thereafter to and
including, [June I, 20~, in accordance with the terms of the following mandatory sinking fund
redemption schedule:
Mandatory Sinking Fund
Payment Date (June 1)

Mandatory Sinking Fund Payment Amount

7.
Notice of Redemption. At least 20 days before each date ofredemption, the City
will give notice to each owner of a Series 2013 Subordinate Bond to be redeemed at the owner's
registered address. Failure to give any required notice of redemption will not affect the validity
of the call for redemption of any Series 2013 Subordinate Bond in respect of which no failure
occurs.
Any notice sent as provided in the Sixteenth Supplemental Resolution will be
conclusively presumed to have been given whether or not actually received by the addressee.
Any redemption notice, other than notice of redemption from mandatory sinking fund payments,
may be rescinded by written notice given by the City no later than one (1) Business Day prior to
the date specified for redemption. The City shall give notice of such rescission in the same
manner, and to the same persons, as notice of such redemption was given.
8.
Effect of Notice of Redemption. When notice ofredemption is given, Series 2013
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
Series 2013 Subordinate Bonds to be redeemed will cease to accrue from and after the
redemption date. Any notice given pursuant to Section 7, other than notice of redemption from
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mandatory sinking fund payments pursuant to Section 6, may be rescinded by written notice
given by the City no later than one (1) Business Day prior to the date specified for redemption.
The City shall give notice of such rescission in the same manner, and to the same persons, as
notice of such redemption was given pursuant to Section 7.
9.
Denominations; Transfer; Exchange. The Series 2013 Subordinate Bonds are
available in denominations of $5,000 and integral multiples of $5,000. A holder may transfer or
exchange Series 2013 Subordinate Bonds in accordance with the Subordinate General Resolution
and the Sixteenth Supplemental Resolution. The City may require a holder, 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 Series 2013 Subordinate
Bond for the period beginning 15 days before mailing a notice of redemption of such Series 2013
Subordinate Bond and ending on the date the notice of redemption is mailed nor transfer or
exchange any Series 2013 Subordinate Bond which has been selected for redemption.
10.
Persons Deemed Owners. The registered owner of this Subordinate Bond shall be
treated as the owner of it for all purposes.
11.
Discharge Before Redemption or Maturity. 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 Series 2013 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.
12.
Amendment; Supplement; Waiver. The Subordinate General Resolution, the
Sixteenth Supplemental Resolution and the Series 2013 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.
13.
Defaults and Remedies. 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
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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.
14.
Authentication. 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.
15.
Abbreviations.
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).

[Remainder of page intentionally left blank.]
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[The form of assignment on the Series 2013 Subordinate Bonds shall be substantially as
follows:]
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:

_
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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ARTICLE IV
REDEMPTION
Section 4.01. Notices to Bondholders.
Prior to the redemption of any Series 2013
Subordinate Bonds, the City shall give notice to the holders of the Series 2013 Subordinate
Bonds to be redeemed as provided in Section 4.03 of the Subordinate General Resolution. Such
notice shall be given by mail, at least 20 days and not more than 60 days before the redemption
date, and shall be given to each owner of a Series 2013 Subordinate Bond to be redeemed. Each
such notice shall be sent to the Beneficial Owner's registered address.
In addition to the notice required by Section 4.03 of the Subordinate General Resolution,
if, at any time, the Series 2013 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.
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 2013
Subordinate Bonds, or portions thereof being redeemed; (ii) the date of original issuance of the
Series 2013 Subordinate Bonds; (iii) the rate of interest borne by the Series 2013 Subordinate
Bonds being redeemed; (iv) the maturity date of the Series 2013 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 2013 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, other than notice of redemption from
mandatory sinking fund payments pursuant to Section 4.03, may be rescinded by written notice
given by the City no later than one (l) Business Day prior to the date specified for redemption.
The City shall give notice of such rescission in the same manner, and to the same persons, as
notice of such redemption was given pursuant to this Section.
Section 4.02. Optional Redemption of the Series 2013 Subordinate Bonds. The Series
2013 Subordinate Bonds of any Series may be subject to optional redemption as set forth in the
Attachment 1 related to such Series. The Series 2013 Subordinate Bonds of any Series shall be
subject to optional redemption not later than the tenth year following the date of issuance of such
Series 2013 Subordinate Bonds.
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Section 4.03. Mandatory Sinking Fund Redemption of the Series 2013 Subordinate
Bonds. The Series 2013 Subordinate Bonds of any Series shall be subject to mandatory sinking
fund redemption as set forth in the Attachment 1 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 2013 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 Attachment I hereto related to such Series and shall call such Subordinate Bonds or portions
thereof in Authorized Denominations for 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 2013 Subordinate Bonds or portions thereof in Authorized Denominations
ofthe 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 2013 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.

[Reserved].

Section 4.05.

[Reserved].

Section 4.06. Payment of Series 2013 Subordinate Bonds Called for Redemption. Upon
surrender to the Treasurer, Series 2013 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 4.07. Selection of Series 2013 Subordinate Bonds for Redemption; Series 2013
Subordinate Bonds Redeemed in Part. Series 2013 Subordinate Bonds which 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 or as set forth in the Attachment 1
related to such Series. Series 2013 Subordinate Bonds may be redeemed by lot within anyone
maturity, in a manner the City shall deem appropriate.
Upon surrender of a Series 2013 Subordinate Bond to be redeemed, the Authorized
Representative acting as Authenticating Agent or other Authenticating Agent, if one has
appointed, will authenticate for the holder a new Series 2013 Subordinate Bond of the
Series and maturity equal in principal amount to the unredeemed portion of the Series
Subordinate Bond surrendered.

City
been
same
2013

ARTICLE V
APPLICATION OF PROCEEDS
Section 5.0 I. Application of Proceeds. The proceeds of the sale of any Series of Series
2013 Subordinate Bonds received by the City shall be applied by the City for the following
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purposes and in such amounts and in such manner as set forth in the Attachment 1 relating to
such Series:
(a)
the amount needed to pay Costs of Issuance associated with the issuance of such
Series of Series 2013 Subordinate Bonds shall be transferred to the Escrow Agent to be
disbursed to pay the Costs of Issuance;
(b)
the amount needed to defease any Refunded Obligations shall be transferred to the
Escrow Agent and held under the terms of an Escrow Agreement or, if so provided in the related
Attachment I, in the case of the Commercial Paper Notes, transferred to the Issuing and Paying
Agent for the Commercial Paper Notes and deposited into the CP Debt Service Fund and held
under the terms of the Subordinate General Resolution;
(c)
the amount of such proceeds, if any, designated to finance improvements to the
System shall be deposited in the 2013 Subordinate Construction Fund of the related Series; and
(d)
any accrued interest or other amounts specified in the related Attachment 1 shall
be deposited into the Debt Service Fund for the Series 2013 Subordinate Bonds.
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(s) may be paid directly by the Underwriters to such Escrow
Agent(s) and, in such event, shall be deemed to have been received by the City and transferred to
such Escrow Agent(s).
ARTICLE VI
FUNDS
Section 6.0 I. Construction Fund. The City will, by ordinance, create a separate fund
within the City Treasury, designated as the Wastewater System Subordinate Revenue Bonds
Construction Fund, Series 2013 for each Series of Series 2013 Subordinate Bonds issued to pay
Project Costs (each such fund, a "2013 Subordinate Construction Fund"), and the City shall, on
the date of issuance of such Series of Series 2013 Subordinate Bonds, deposit proceeds of the
Series 2013 Subordinate Bonds into the 2013 Subordinate Construction Fund as set forth in
Section 5.01(c) above. Amounts in a 2013 Subordinate 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 2013 Subordinate 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, placed upon the use of amounts
in a 2013 Subordinate Construction Fund shall not apply to systems, plants, works or
undertakings which result in conversion of solid waste to energy and reusable materials.
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The City may use amounts in the 2013 Subordinate Construction Fund to pay Project
Costs either by payment directly from the 2013 Subordinate Construction Fund or by payment to
the General Wastewater System Revenue Bonds Construction Fund for use for the same
purposes. A separate account within each of the 2013 Subordinate Construction Funds may be
established for any Series of Series 2013 Subordinate Bonds if provided in Attachment I related
to such Series.
Section 6.02. Debt Service Fund. The City will, by ordinance create a separate fund
within the City Treasury for each Series of Series 2013 Subordinate Bonds, designated as the
"Wastewater System Subordinate Revenue Bonds Debt Service Fund, Refunding Series 2013[insert Series designation]" (collectively, the "2013 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 2013 Subordinate Bonds. Amounts in the 2013 Subordinate Debt
Service Fund shall be used to pay principal of, and interest and any premium on, the applicable
Series of Series 2013 Subordinate Bonds as the same become due and payable.
Section 6.03. Costs ofIssuance Account. There is hereby authorized to be created under
the Escrow Agreement, a Costs of Issuance Account. Amounts in the Costs of Issuance Account
shall be used to pay Costs of Issuance. Any moneys remaining in the Cost of Issuance Account
after payment of all Costs of Issuance shall be transferred to the applicable Debt Service Fund.
ARTICLE VII
TAX COVENANTS
Section 7.01. Rebate Fund. The City hereby agrees that it will deliver and abide by the
Tax Certificate of any Series and that it will by ordinance create a "Wastewater System
Subordinate Revenue Bonds Rebate Fund" for each Series of the Series 2013 Subordinate Bonds.
2013 (collectively, the "2013 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 2013 Subordinate Rebate Fund shall be held and disbursed in accordance with the
ordinance creating such funds and with the Tax Certificate of any Series.
Section 7.02. Tax Compliance.
(a)
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.
(b)
The City shall not use or permit the use of any proceeds of Series 2013
Subordinate Bonds or any other funds of the City held under this Sixteenth 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 Series 2013 Subordinate Bond to be
"federally guaranteed" within the meaning of Section I49(b) of the Code or an "arbitrage bond"
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within the meaning of Section 148 of the Code and applicable regulations promulgated from time
to time thereunder.
Section 7.03. [Reserved].
Section 7.04. Additional Actions. The City shall at all times do and perform all acts and
things permitted by law, the Subordinate General Resolution and this Sixteenth Supplemental
Resolution which are necessary or desirable in order to assure that interest paid on the Series
2013 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
[RESERVED]
ARTICLE IX
AGENTS
Section 9.01. 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 Obligations and to pay the Costs of Issuance
related to any Series of Series 2013 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
2013 Subordinate Bonds.
Section 9.02. Resignation; Removal. Any entity at any time serving as Paying Agent,
Authenticating Agent and/or Registrar may resign anyone 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 9.03. Replacement. If the Paying Agent, Authenticating Agent or Registrar
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.
ARTICLE X
MISCELLANEOUS APPROVALS AND AUTHORIZATIONS
Section 10.oJ. Findings Related to Negotiated Sale of the Series 2013 Subordinate Bonds
and Selection of Professionals. 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
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the Series 2013 Subordinate Bonds would be undesirable and impractical and it is in the best
financial interests ofthe City to sell the Series 2013 Subordinate Bonds through a negotiated sale
with the Underwriters. Pursuant to Section 37 I(e)(2) of the Charter, the Council hereby finds
that due to the technical expertise required for the performance of the professional and technical
services necessary for the sale and issuance of the Series 2013 Subordinate Bonds, which
services are of a temporary and occasional character, the use of sealed competitive bidding for
the selection of Bond Counsel, Disclosure Counsel, Escrow Agent or financial advisors is not
practicable or advantageous to the City.
Section 10.02. Approval of Escrow Agreements.
The City Administrative Officer is
hereby authorized to execute and enter into one or more Escrow Agreements with the Escrow
Agent in form and substance acceptable to Bond Counsel and the City Attorney with respect to
any Series of Series 2013 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(s) to
be a valid and binding obligation of the City.
Section 10.03. 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 each Series of Series 2013 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 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 0.50% of the
aggregate principal amount of the Series 2013 Subordinate Bonds.
Section 10.04. Reserved.
Section 10.05. Official Statement.
The form of the preliminary Official Statement
relating to the Series 2013 Subordinate Bonds (the "Preliminary Official Statement") submitted
to this meeting with such changes as may be approved by the City Administrative Officer are
hereby approved for use in connection with the public offering of the Series 2013 Subordinate
Bonds. Upon approval of such additions and changes, whether material or otherwise, by the City
Administrative Officer, any 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 (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 2013 Subordinate Bonds is hereby approved.
Section 10.06. 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
Sixteenth Supplemental Resolution, to authorize the Escrow Agent(s) to so subscribe, to enter
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into cash flow agreements, debt service agreements, forward supply contracts and other similar
contractual obligations necessary or appropriate to effectuate the transactions contemplated by
this Sixteenth Supplemental Resolution, to execute any documents necessary to procure
municipal bond insurance (if the City Administrative Officer, upon the advice of the City'S
financial 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 2013 Subordinate Bonds and those
relating to the securities depository, and such other instruments as are necessary or appropriate to
consummate the transactions contemplated by this Sixteenth 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. If the City
procures municipal bond insurance for any Series of Series 2013 Subordinate Bonds, any terms
and conditions of such insurance may be included in the Attachment 1 for the related Series, and
such terms and conditions shall become a part of this Sixteenth Supplemental Resolution upon
execution of such Attachment 1 by the City Administrative Officer.
ARTICLE XI
[RESERVED]
ARTICLE XII
MISCELLANEOUS
Section 12.01. Notices.
(a)
Any notice, request, direction, designation,
consent, acknowledgment,
certification, appointment, waiver or other communication required or permitted by this
Sixteenth Supplemental Resolution or the Series 2013 Subordinate Bonds shall be in writing
except as expressly provided otherwise in this Sixteenth Supplemental Resolution or the Series
2013 Subordinate Bonds.
(b)
Any notice or other communication, otherwise specified, shall be sufficiently
given and deemed given when delivered by hand or by Mail, addressed to the City at the address
provided in the Subordinate General Resolution.
(c)

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

Section.
(d)
The City shall give written notice to Moody'S, S&P and Fitch if at any time
(i) payment of principal and interest on the Series 2013 Subordinate Bonds is accelerated
pursuant to the provisions of Section 9.02(a) of the Subordinate General Resolution or (ii) there
is any amendment to the Subordinate General Resolution or this Sixteenth 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 Moody's shall be addressed to Moody's Investors
Service, 7 World Financial Center, New York, New York 10007; notices sent to S&P shall be
addressed to Standard & Poor's, 55 Water Street, New York, New York 10041; and notices sent
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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 Moody's, S&P or Fitch, respectively, shall supply to the City.
Section 12.02. Limitation of Rights. Nothing expressed or implied in this Sixteenth
Supplemental Resolution or the Series 2013 Subordinate Bonds shall give any person other than
the City, and the Bondholders any right, remedy or claim under or with respect to this Sixteenth
Supplemental Resolution.
Section 12.03. Sunnlemental Resolution a Contract. This Sixteenth 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 constitnte a contract
with the Subordinate Bondholders.
Section 12.04. Severability. If any provision of the Sixteenth Supplemental Resolution
shall be determined to be unenforceable, that shall not affect any other provision of this Sixteenth
Supplemental Resolution.
Section 12.05. Reports to Bondholders. Under the terms of the Subordinate General
Resolution, the City makes adequate provision for furnishing of financial information to the
Subordinate Bondholders and hereby elects that the provisions of Section 54522 of the Revenue
Bond Law relating to a summary statement shall not apply to the Series 2013 Subordinate Bonds.
Section 12.06. 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 12.07. Governing Law. This Sixteenth Supplemental Resolution shall be
governed by and construed in accordance with the laws of the State.
Section 12.08. Captions. The captions in this Sixteenth Supplemental Resolution are for
convenience only and do not define or limit the scope or intent of any provisions or Sections of
this Sixteenth Supplemental Resolution.
Section 12.09. Continuing Disclosure. The City agrees that the City shall enter into a
Continuing Disclosure Certificate in order to undertake the 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 2013 Subordinate
Bonds. Notwithstanding any other provision of the Subordinate General Resolution or this
Sixteenth 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 2013 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 2013 Subordinate Bonds covered by such
Continuing Disclosure Certificate (including persons holding such applicable Series 2013
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Subordinate Bonds covered by such Continuing Disclosure Certificate through nommees,
depositories or other intermediaries).
Section 12.10. Municipal Bond Insurance. If the City obtains a policy of municipal bond
insurance with respect to any Series of Series 2013 Subordinate Bonds, the Attachment 1 for
such Series may contain such provisions relating to the payment of the bonds so insured and to
the rights of the bond insurer as required by the bond insurer and approved by the City
Administrative Office, as conclusively evidenced by the execution of such Attachment I.
Section 12.11. 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 2013 Subordinate Bonds, or in connection with or related to any of the agreements or
documents referenced herein or to the refunding of the Refunded Obligations are hereby
approved, confirmed and ratified.
Section 12.12. Effective Date. This Sixteenth Supplemental Resolution shall take effect
from and upon its adoption.
PASSED AND ADOPTED this _th day of
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.,2013, by the following vote:

EXHIBIT A

WASTEWATER

FORM OF ATTACHMENT 1
SYSTEM SUBORDINATE REVENUE BOND,
[REFUNDING) SERIES 2013[Add Series designation]
Maturity

Maturity (June 1)

Principal
Amount

Schedule

Interest Rate

Price or Yield

CUSIP*

• CUSIP is a registered trademark of the American Bankers Association. CUSIP data herein is provided by CUSIP
Global Services, managed by Standard & Poor's Financial Services LLC 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. The City is not responsible for the selection or correctness of the CUSIP numbers set forth herein.

[insert Dated Dates and Record Dates, if required]
Mandatory
Mandatory Sinking Fund
Payment Date
(June 1 [or other date])

Sinking Fund Payment Schedule

Mandatory Sinking Fund Payment Amount

Optional Redemption

Provisions

[To be inserted consistent with Section 4.02 hereof]
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Application of Series 2013 Snbordinate Bond Proceeds
The proceeds of the Series 2013 Subordinate Bonds shall be applied as follows:
[To be inserted consistent with Section 5.01 hereof]
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I hereby certify that the provisions of this Attachment
Supplemental Resolution and form a part thereof.
Dated:

1 are consistent with the Sixteenth

, 2013
CITY ADMINISTRATIVE

By:
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OFFICER

~_~
~
___
Assistant City Administrative Officer

ATTACHMENT 1
[To be inserted when completed)
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ATTACHMENT B - EXHIBIT A
ESCROW AGREEMENT

Fulbright

& Jaworski L.L.P. - Draft 03121113

ESCROW AGREEMENT
between the

CITY OF LOS ANGELES
and

U.S. BANK NATIONAL ASSOCIATION,
as Escrow Agent

DATED AS OF MAY 1, 2013
Relating to the Proceeds of

$
7
CITY OC::F-=L-:::OC::
ELES
S-'A N=G
W ASTEW ATER SYSTEM SUBORDINATE REVENUE BONDS,
REFUNDING SERIES 2013-A

57040345.4

ESCROW AGREEMENT
This ESCROW AGREEMENT, dated as of May 1, 2013 (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:
WIT N E SSE T H:
WHEREAS, pursuant to the Wastewater System Revenue Bonds General Resolution
dated November 10, 1987, as amended and supplemented from time to time (the "General
Resolution"), and the Twenty-Third Supplemental Resolution supplementing the General
Resolution (the "Twenty-Third Supplemental Resolution"), the City issued its Wastewater
System Revenue Bonds, Refunding Series 2005-A (the "Series 2005-A Bonds") in the original
aggregate principal amount of$300,655,000; and
WHEREAS, pursuant to the Wastewater System Subordinate Revenue Bond General
Resolution dated March 26, 1991, as amended and supplemented from time to time (the
"Subordinate General Resolution") and the Seventh Supplemental Resolution supplementing the
Subordinate General Resolution (the "Seventh Supplemental Resolution"), the City issued its
Wastewater System Subordinate Revenue Bonds, Refunding Series 2003-A (the "Subordinate
Series 2003-A Bonds") in the original aggregate principal amount of $365,51 0,000; and
WHEREAS, pursuant to the Subordinate General Resolution and the Eighth
Supplemental Resolution supplementing the Subordinate General Resolution. (the "Eighth
Supplemental Resolution"), the City issued its Wastewater System Subordinate Revenue Bonds,
Refunding Series 2003-B (the "Subordinate Series 2003-B Bonds") in the original aggregate
principal amount of$269,450,000; and
WHEREAS, the City has determined that it is beneficial to the City and its ratepayers to
refund (i) those Series 2005-A Bond maturities (or portions thereof) in the amounts set forth in
Schedule D hereto (the "Series 2005-A Refunded Bonds"), (ii) those Subordinate Series 2003-A
Bond maturities (or portions thereof) in the amounts set forth in Schedule D hereto (the
"Subordinate Series 2003- A Refunded Bonds") and (iii) those Subordinate Series 2003- B Bond
maturities (or portions thereof) in the amounts set forth in Schedule D hereto (the "Subordinate
Series 2003-B Refunded Bonds" and, collectively with the Series 2005-A Refunded Bonds and
the Subordinate Series 2003-A Refunded Bonds, the "Refunded Bonds"); and
WHEREAS, the Series 2005-A Refunded
aggregate principal amount of $
; and

Bonds are currently

outstanding

in the

WHEREAS, the Subordinate Series 2003-A Refunded Bonds are currently outstanding in
the aggregate principal amount of $
; and
WHEREAS, the Subordinate Series 2003-B Refunded Bonds are currently outstanding in
the aggregate principal amount of $
; and
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WHEREAS, the General Resolution provides that the "Bonds," as defined in the General
Resolution, and issued thereunder, shall, prior to the maturity thereof, 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 Bonds and the General Resolution, or (ii) shall have
been provided for by irrevocably setting aside exclusively for such payment, (1) moneys
sufficient to make such payment andlor (2) Government Obligations (as defined in the 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 Bonds with respect to which such deposit is made shall have
been paid or provision made for the payment thereof; and
WHEREAS, the General Resolution provides that notwithstanding the foregoing
described provision, no deposit under clause (a)(ii) as set forth in the immediately preceding
paragraph shall be deemed a payment of any such Bonds unless the City has given notice or has
agreed to give notice in accordance with Section 4.03 of the General Resolution, as soon as
practicable, to the Owners of the Bonds with respect to which such deposit has been made and
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 Bonds and the City has given or has agreed to give proper and timely notice of the
redemption of those Bonds which are to be redeemed in advance of their maturity; 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 andlor (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
paymentthereo~and
WHEREAS, the Subordinate General Resolution provides that notwithstanding the
foregoing described provision, no deposit under clause (a)(ii) as set forth 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
and timely notice of the redemption of those Subordinate Bonds which are to be redeemed in
advance of their maturity; and
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WHEREAS, pursuant to the General Resolution and the Subordinate General Resolution,
the City Treasurer has been appointed the Paying Agent for the Refunded Bonds (together with
any successor Paying Agent for the Refunded Bonds appointed pursuant to the General
Resolution and the Subordinate General Resolution, respectively, the "Paying Agent"); and
WHEREAS, the City has issued $
of its Wastewater System Subordinate
Revenue Bonds, Refunding Series 2013-A (the "Series 2013 Subordinate Bonds") for the
purpose, among other purposes, of refunding the Series 2005-A Refunded Bonds, the
Subordinate Series 2003-A Refunded Bonds and the Subordinate Series 2003-B Refunded
Bonds; and
WHEREAS, the Series 2013 Subordinate Bonds are being issued under the terms of the
Subordinate General Resolution and a Sixteenth Supplemental Resolution adopted by the
Council of the City on April _, 2013 (the "Sixteenth Supplemental Resolution"); and
WHEREAS, the City has determined that the Subordinate Series 2003-A Refunded
Bonds and the Subordinate Series 2003-B Refunded Bonds shall be redeemed on June [10],
2013; and
WHEREAS, the City has determined that the Series 2005-A Refunded Bonds shall be
redeemed on June 1,2015; and
WHEREAS, the Escrow Agent shall take any and all action necessary to transfer amounts
provided hereunder to the Paying Agent to payor 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 I.
Receipt of Documents and Confirmation of Book-Entry Status of the
Refunded Bonds. The Escrow Agent hereby acknowledges the receipt of a copy of the
verification report prepared by Grant Thornton LLP, independent certified public accountants, in
connection with calculations of the sufficiency of the funds and Government Obligations to be
used to pay when due the interest on and redemption price, if any, 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.
Payment of Bonds; Notice to Owners. The Escrow Agent is hereby
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 the
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identity of the Paying Agent as needed by the Escrow Agent for purposes of making payments
hereunder.
(a)
The Escrow Agent shall pay from amounts held under this Escrow Agreement all
interest as it becomes due on the Refunded Bonds to and including the applicable Redemption
Dates.
(b)
The Refunded Bonds shall be redeemed on the applicable Redemption Dates and
at the Redemption Prices set forth on Schedule A.
(c)
The City hereby agrees, as soon as practicable, to give notice under Article VIII
of the General Resolution and the Subordinate General Resolution that the deposits have 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 4.03 of the
General Resolution and the Subordinate General Resolution and in accordance with the
applicable Supplemental Resolutions relating to the Refunded Bonds. To implement such
agreement, the City hereby irrevocably directs the Escrow Agent to give the following notices
and the Escrow Agent agrees that it will:
(i)
mail by first-class United States mail, postage prepaid, to all owners of the
Series 2005-A Refunded Bonds, a notice in substantially the form of Attachment I-I to
this Escrow Agreement on May _,2013,
as soon as practicable after the receipt of the
Series 2013 Bond proceeds as described in Section 3 hereof;
(ii)
mail by first-class United States mail, postage prepaid, to all owners of
the Series 2005-A Refunded Bonds, a notice in substantially the form of Attachment 1-2
to this Escrow Agreement at least 30 days and not more than 60 days before June 1,
2015; and
(iii)
mail by first-class United States mail, postage prepaid, to all owners of the
Subordinate Series 2003-A Refunded Bonds, a notice in substantially the form of
Attachment 2 to this Escrow Agreement on May _,2013, as soon as practicable after the
receipt of the Series 2013 Bond proceeds as described in Section 3 hereof;
(iv)
mail by first-class United States mail, postage prepaid, to all owners of the
Subordinate Series 2003-B Refunded Bonds, a notice in substantially the form of
Attachment 3 to this Escrow Agreement on May _,2013, as soon as practicable after the
receipt of the Series 2013 Bond proceeds as described in Section 3 hereof; and
(v)
send each notice of redemption for the Refunded Bonds at least 32 days
before the applicable redemption date by telecopy, registered mail or certified mail or
overnight delivery service to The Depository Trust Company, 55 Water Street, New
York, NY 10041.
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Section 3.
Establishment
of Escrow Account,
Series 2005-A
Subaccount,
Subordinate Series 2003-A Subaccount, Subordinate Series 2003-B Subaccount, and Costs of
Issuance Account; Disposition ofInitial Deposits.
(a)
There is hereby created and established with the Escrow Agent a special,
irrevocable escrow to be designated "Los Angeles Wastewater System Escrow Account, Series
2013" (the "Escrow Account") to be held, in trust, 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. Within the
Escrow Account there is hereby created and established a "Series 2005-A Subaccount," a
"Subordinate Series2003-A Subaccount" and a "Subordinate Series 2003-B Subaccount" (each a
"Subaccount").
(b)
On the date of issuance of the Series 2013 Subordinate Bonds, a portion of the
proceeds of the Series 2013 Subordinate Bonds shall be used to pay directly to the Escrow Agent
the amount of $
which, combined with the amounts released from the Debt Service
Fund and Debt Service Reserve Fund of $
received by the Escrow Agent on or about
the date of issuance of the Series 2013 Subordinate Bonds, equals $
. The Escrow
Agent shall deposit to each Subaccount the respective amounts set forth on Schedule B under
"Deposit from Series 2013 Proceeds." In addition, the amounts representing funds released from
the Debt Service Fund and Debt Service Reserve Fund attributable to each series of Refunded
Bonds shall be deposited into the respective Subaccount for such series as set forth on
Schedule B.
On or about May_, 2013, the Escrow Agent received a "good faith" deposit in the
amount of
(the "Good Faith Deposit"). The City hereby instructs the Escrow Agent
to transfer the Good Faith Deposit to the Escrow Account in the amount set forth in Schedule B
hereto concurrently with the issuance of the Series 2013-A Subordinate Bonds.
(c)
With respect to the Escrow Account, the Escrow Agent is hereby directed to use
the amounts set forth on Schedule C to purchase on the date of issuance of the Series 2013
Subordinate Bonds the securities listed on such Schedule and to hold such other amount set forth
on Schedule C in cash.
The securities listed on Schedule C hereto shall constitute the "Initial Government
Obligations" to be held by the Escrow Agent hereunder. Investments in mutual funds or unit
investment trusts are prohibited for amounts in the Escrow Account.
(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 Account, to pay to the
Paying Agent the interest on and the principal of and redemption premium, if any, on the
Refunded Bonds as provided in Section 4 hereof.
(e)
The Escrow Agent is hereby directed to establish an account designated as the
"Los Angeles Wastewater System Costs of Issuance Account, Series 2013" (the "Costs of
Issuance Account"). On the date of issuance of the Series 2013 Subordinate Bonds, the Escrow
Agent shall deposit the sum of $
received from the purchasers of the Series 2013
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Subordinate Bonds in the Escrow Account and hold and administer such accounts in accordance
with the provisions of this Subsection 3(e) to pay Costs ofIssuance (as defined in the Sixteenth
Supplemental Resolution) related to the Series 2013 Subordinate Bonds. The Escrow Agent
shall hold such amounts in the Costs of Issuance Account uninvested. The Escrow Agent shall
disburse moneys in the Costs of Issuance Account only upon a requisition, substantially in the
form set forth in Attachment 4 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 Costs of Issuance Account and that such
amounts have not been the subject of previous requisition. Upon the earlier of (A) May _,
2014, with respect to moneys for Costs ofIssuance in the Costs ofIssuance Account, 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 draw and transfer to the City for deposit in the
Wastewater System Revenue Bonds Debt Service Fund, Series 2013 all remaining moneys in the
Costs of Issuance Account, and shall close the Costs of Issuance Account.
(f)
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.
Section 4.
Irrevocable Deposit; Express Trust. The escrow created hereby shall be
irrevocable, and all moneys, the Initial Government Obligations and any securities substituted
therefor in accordance with the terms of this Escrow Agreement held in the Escrow Account and
any reinvestment of amounts held hereunder shall be subject to the express trust created by this
Escrow Agreement until paid out, used and applied in accordance with this Escrow Agreement.
The deposits made pursuant to Section 3(b) 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 trust, 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 trust for, the payment of the principal, premium and interest on the Refunded
Bonds
Section 5.
Receipt of Funds. The Escrow Agent hereby acknowledges receipt of the
moneys described in Section 3(b) hereof and Schedule B, and acknowledges that with such
moneys it has purchased and received the securities listed on Schedule C hereto. 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
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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.
Late Presentment of Bonds. If any Refunded Bonds shall not be presented
for payment on the Redemption Date, 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.
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 trust, sufficient for the purpose of
redeeming the Refunded Bonds and available to pay the principal of and redemption premium, if
any, of such Refunded Bonds. All moneys or securities required by the provisions hereof to be
set aside or held in trust 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 trust. Upon such transfer to the City, any moneys and securities shall
be released from trust 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 redemption date and without any
interest thereon on or after the stated redemption date and the City shall be obligated to make
payment only from Revenues.
Section 7.
Destruction of Paid Bonds. All Refunded Bonds cancelled on account of
payment shall be destroyed in accordance with the General Resolution.
Section 8.
Waiver of Rights. The City hereby irrevocably waives any right it may
have to redeem any of the Refunded Bonds prior to the applicable Redemption Date.
Section 9.
Escrow Agent Fees; Indemnification.
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 Account, 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
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
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from or become a lien upon the Escrow Account, 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 Account, or moneys on deposit in the Escrow Account, 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.

(a)
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.
(b)
The Escrow Agent shall not be liable for the accuracy of the calculations as to the
sufficiency of any moneys in the Escrow Account to pay the principal of and interest and
premium on the Refunded Bonds. So long as the Escrow Agent applies the funds held in the
Escrow Account 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.
(c)
In the event of the Escrow Agent's failure to account for any of the Escrow
Account or moneys received by it, said Escrow Account or moneys shall, nevertheless, be and
remain in trust for the holders of the Refunded Bonds or portions thereof, as herein provided.
(d)
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.
(e)
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.
(f)
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 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.
(g)
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.
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(h)
The Escrow Agent shall not be responsible for any of the recitals or
representations contained herein, in the General Resolution, the Subordinate General Resolution,
the Sixteenth Supplemental Resolution or in the Series 2013 Subordinate Bonds.
(i)
The Escrow Agent shall not be liable for any action or omission of the City under
the Escrow Agreement, the General Resolution, the Subordinate General Resolution, the
Sixteenth Supplemental Resolution or otherwise.
(j)
Whenever in the administration of the trust 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 Sixteenth Supplemental
Resolution pursuant to which the Series 2013 Subordinate 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.
(k)
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. No successor escrow agent shall be
appointed unless such successor escrow agent shall be a commercial bank or trust company, a
state or national banking association or any other corporation with trust powers which is rated at
least "Baa3/P3" by Moody's Investors Service ("Moody's").
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, trusts, 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
successor escrow agent all the estates, properties, rights, powers and trusts 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
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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 trusts 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 Account in accordance with
the terms hereof and shall be vested with all of the trusts, 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.
(1)
The Escrow Agent will provide the City with annual statements of the Escrow
Account maintained hereunder.
Section 11.
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 the General Resolution, and (ii) when the Escrow Agent closes the Escrow
Account and the Costs of Issuance Account pursuant to Section 3(e) hereof. Any moneys or
securities held in the Escrow Account at termination and not required for the payment of the
principal of premium, if any, or interest on 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 12.

Investment of Funds in the Escrow Account.

(a)
Except as otherwise provided in Section 3(b) and Section 4 hereof, amounts held
in the Escrow Account under this Escrow Agreement may be invested only in non-callable and
non-prepayable direct obligations of, or non-callable and non-prepayable obligations the full and
timely payment of the principal of and interest on which are unconditionally guaranteed by, the
United States. Those obligations described in the preceding sentence are herein referred to as
"Government Obligations."
(b)
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 Account and reinvest the proceeds thereof, together with the
other moneys held in the Escrow Account in Government Obligations, and may release to the
City the excess amount then resulting in the Escrow Account 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 Account, will be
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sufficient without reinvestment to pay interest on the Refunded Bonds and to redeem and
pay the redemption premium on the Refunded Bonds as provided in Section 3 hereof; and
(ii)
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 General Resolution, the Subordinate General Resolution or the Series
2013-A Subordinate 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.
(c)
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 Account
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;
(i)
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 General Resolution, the Subordinate General
Resolution or the Series 2013-A Subordinate 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 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
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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.
(d)
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 and/or Standard & Poor's
on the basis of the security provided by the Escrow Account, 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 Account 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.
Section 13.
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 General Resolution or the Subordinate General Resolution or the Series
2013-A Subordinate 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
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 Account, 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 General Resolution. Capitalized terms
used herein and not otherwise defined shall have the meanings given to them in the General
Resolution.
Section 16.
Amendments or Supplements. This Escrow Agreement may not be
amended or supplemented after the execution and delivery hereof except to the extent required to
obtain a "Aaa" rating from Moody's and/or a "AAA" rating from Standard & Poor's with respect
to the Refunded Bonds; provided, that each of the following shall be a condition to the execution
and delivery of any such amendment or supplement (I) if Moody's or Standard & Poor's is then
maintaining a rating on the Refunded Bonds on the basis of the security provided by the Escrow
Account, then such rating agency must have received a copy of such amendment or supplement
and have notified the City that such amendment or supplement will not cause the rating then
being maintained to be reduced or withdrawn and (2) there shall be delivered to the City an
opinion of nationally recognized municipal bond counsel to the effect that such amendment or
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supplement (a) will not cause either the Refunded Bonds, other Bonds issued under the General
Resolution or the Subordinate General Resolution or the Series 2013-A Subordinate 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.
Severability. If anyone or more of the covenants or agreements to be
performed by any of the parties to this Escrow Agreement shall be determined by a court of
competent jurisdiction to be nnenforceable, 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. If any
provisions of this Escrow Agreement shall be deemed by a court of competent jurisdiction to be
unenforceable, the City shall promptly notify Moody's at 7 World Trade Center, New York, NY
10007, and Standard & Poor's at 55 Water Street, New York, New York 10041, and any other
rating agency at the time maintaining a rating on the Refunded Bonds.
Section 18.
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.

[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:
JUNE LAGMA Y, City Clerk

By:
Deputy City Clerk

Approved as to form:
CARMEN A. TRUTANICH, City Attorney

By:

:----;-_~~----_
Assistant City Attorney

U.S. BANK NATIONAL ASSOCIATION,
as Escrow Agent

By:
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-------~---:---:~~--------Authorized Officer

SCHEDULE

A

REDEMPTION DATES AND REDEMPTION PRICES
Series of
Refunded Bonds

Maturity
Date

Interest
Rate

Par
Amount
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Schedule A-I

Redemption
Date

Redemption
Price

SCHEDULEB
DEPOSITS TO SUBACCOUNTS

Subaccount

Deposit from
Series 2013
Bond Proceeds

Subordinate Series 2003-A Subaccount
Subordinate Series 2003-B Subaccount
Series 2005-A Subaccount
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Schedule B-1

Portion of
Good Faith
Deposit

Amounts
Released
from Refunded
Bond Funds

Total Deposit to
Subaccount

SCHEDULEC
INITIAL GOVERNMENT OBLIGATIONS
Escrow Securities

Type

Maturity
Date
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Total
Principal
Amount

Interest
Rate

SCHEDULED
Subordinate Series 2003-A Refunded Bonds
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Interest
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Unrefunded
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Subordinate Series 2003-B Refunded Bonds

Maturity Date
(June 1)
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Interest
Rate

Refunded
Amount

Unrefunded
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Series 2005-A Refunded Bonds

Maturity Date
(June 1)

Principal
Amount
Outstanding

Interest
Rate

57040345.4

Schedule D-J

Refunded
Amount

Unrefunded
Amount

ATTACHMENT 1-1
NOTICE OF DEFEASANCE
OF THE CITY OF LOS ANGELES WASTEW ATER SYSTEM
REVENUE BONDS, REFUNDING SERIES 2005-A

The City of Los Angeles, California (the "City") hereby gives notice to the holders of the
bonds described above that:
(1)
On May _, 2013 there was deposited with U.S. Bank National
Association, as escrow agent, funds that have been irrevocably set aside to pay the
principal of, interest on and redemption premium, if any, on those The City of Los
Angeles Wastewater System Revenue Bonds, Refunding Series 2005-A (the "Series
2005-A Bonds") with the stated maturities and in the stated amounts as set forth below
(the "Refunded Bonds"):
Original CUSIP
(Base: 544652)

Maturity Date
(June J)

Interest Rate

Principal
Amount

Refunded

Outstanding*

Amount

Refunded
CUSl?
(Base: )

Unrefunded
Amount

Unrefunded
CUSlP
(Base: )

Total

All Refunded Bonds bearing the CUSIP numbers listed above MUST BE SUBMITTED
AT THIS TIME, and Refunded Bonds in the same principal amount, rate and maturity with the
new CUSIP number will be returned. The Original CUSIP numbers will no longer be valid
CUSIP numbers and will not be recognized by the Paying Agent. Please submit the Refunded
Bonds identified above in one of the following manners:

By Registered or Certified Mail
U.S. Bank Corporate Trust Services
Attn: Original Issuance
P.O. Box 64111
St. Paul, MN 55164-0111

By Hand or Overnight Mail
U.S. Bank Corporate Trust Services
Attn: Original Issuance, 2nd Floor
60 Livingstone Avenue
St. Paul, MN 55107

Phone: (800) 934-6802 (Bondholder Customer Service)
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Upon submission of Series 2005-A Bonds defeased in part at one of the addresses stated
herein, a new Series 2005-A Bond of the same maturity and equal in aggregate principal amount
to the refunded portion of the Series 2005-A Bond presented will be issued reflecting the
refunded CUSIP, as well as a new Series 2005-A Bond of the same maturity equal in aggregate
principal amount to the non-refunded portion of the Series 2005-A Bond presented, reflecting the
non-refunded CUSIP.
(2)
As a result of such deposit, the Refunded Bonds are deemed to be no
longer outstanding under the terms of the General Resolution pursuant to which such
Refunded Bonds were issued.
(3)
Interest will be earned through June 1,2015, and paid on June 1,2015 (or
if such day is not a Business Day then on the next Business Day), from government
obligations purchased with the deposited funds, the earnings thereon and the cash held
under the escrow agreement.
(4)
All of the Refunded Bonds will be redeemed on June 1,2015 (or if such
day is not a Business Day then on the next Business Day) at a redemption price of 100%
of the principal amount thereof.
CITY OF LOS ANGELES
Notice given by mailing this __

day of May 2013
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ATTACHMENT 1-2
Form of Notice of Redemption
NOTICE OF REDEMPTION
THE CITY OF LOS ANGELES
WASTEWA TER SYSTEM REVENUE BONDS,
REFUNDING SERIES 2005-A

The City of Los Angeles hereby gives notice to the owners of the bonds described above,
that a portion of such bonds will be redeemed on June I, 2015.
The following information is hereby provided with respect to such redemption:
(l)

The redemption price shall be 100% of the principal amount of the bonds
redeemed.

(2)

To receive payment of the redemption price, bonds described above must
be presented to --

By Mail:
U.S. Bank National Association, as Paying Agent, clo [U.S. Bank
Corporate Trust Services, Attn: Original Issuance, P.O. Box 64111, St. Paul, MN 55164-0111];
By Hand:
U.S. Bank National Association, as Paying Agent, clo [U.S. Bank
Corporate Trust Services, Attn: Original Issuance, 2nd Floor, 60 Livingstone Avenue, St. Paul,
MN 55107];
and 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.
(3)

The CUSIP numbers of the bonds to be redeemed are:
Maturity (June 1)
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CUSIPNo.

(4)

On June 1, 2015, the bonds described above will cease to bear interest.

Notice given by mailing this _._

day of

2015.
CITY OF LOS ANGELES

cc: Paying Agent
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ATTACHMENT 2
NOTICE OF REDEMPTION
THE CITY OF LOS ANGELES
WASTEW ATER SYSTEM SUBORDINATE REVENUE BONDS
REFUNDING SERIES 2003-A

The City of Los Angeles hereby gives notice to the owners of the bonds described above,
that all of such bonds will be redeemed on June _,2013.
The following information is hereby provided with respect to such redemption:
(1)

The redemption price shall be 100% of the principal amount of the bonds
redeemed.

(2)

To receive payment of the redemption price, bonds described above must
be presented to

By Mail:
U.S. Bank National Association, as Paying Agent, c/o [U.S. Bank
Corporate Trust Services, Attn: Original Issuance, P.O. Box 64111, St. Paul, MN 55164-0 Ill];
By Hand:
U.S. Bank National Association, as Paying Agent, c/o [U.S. Bank
Corporate Trust Services, Attn: Original Issuance, 2nd Floor, 60 Livingstone Avenue, St. Paul,
MN 55107];
and 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.
(3)

The CUSIP numbers of the bonds to be redeemed are:
Maturity (June 1)

CUSIP No. (Base 544652)
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(4)

On June _, 2013, the bonds described above will cease to bear interest.

Notice given by mailing this _

day of May 2013.
CITY OF LOS ANGELES

cc: Paying Agent
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ATTACHMENT

3

NOTICE OF REDEMPTION
THE CITY OF LOS ANGELES
WASTEW ATER SYSTEM SUBORDINATE REVENUE BONDS
REFUNDING SERIES 2003-B

The City of Los Angeles hereby gives notice to the owners of the bonds described above,
that all of such bonds will be redeemed on June _,2013.
The following information is hereby provided with respect to such redemption:
(1)

The redemption price shall be 100% of the principal amount of the bonds
redeemed.

(2)

To receive payment of the redemption price, bonds described above must
be presented to

By Mail:
U.S. Bank National Association, as Paying Agent, c/o [U.S. Bank
Corporate Trust Services, Attn: Original Issuance, P.O. Box 64111, St. Paul, MN 55164-0111];
By Hand:
U.S. Bank National Association, as Paying Agent, c/o [U.S. Bank
Corporate Trust Services, Attn: Original Issuance, 2nd Floor, 60 Livingstone Avenue, St. Paul,
MN 55107];
and 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.
(3)

The CUSIP numbers of the bonds to be redeemed are:
Maturity (June 1)

CUSIP No. (Base 544652)
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(4)

On June _, 2013, the bonds described above will cease to bear interest.

Notice given by mailing this _

day of May 2013.
CITY OF LOS ANGELES

cc: Paying Agent
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ATTACHMENT 4
[FORM OF WRITTEN REQUISITION]
Wastewater No.
$-::-:-:--City of Los Angeles
Wastewater System Revenue Bonds,
Refunding Series 2013-A

$.-::-:-:--City of Los Angeles
Wastewater System Revenue Bonds,
Refunding Series 2013-B

REQUISITION FOR COSTS OF ISSUANCE Account No.
_
The undersigned Authorized City Representative hereby states and certifies that:
(i)
U.S. Bank National Association, as escrow agent ("Escrow Agent") under
that certain Escrow Agreement (the "Escrow Agreement"), dated as of May I, 2013, by
and between the City of Los Angeles (the "City") and the Escrow Agent, is hereby
requested to pay the payees from the Costs of Issuance Account 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 listed
below:
Payee

Purpose/Contract

Amount

(ii)
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;
(iii)
Requisition;

no amounts as set forth in this Requisition will be included in any other

(iv)
the amounts remammg in the Costs of Issuance Account will, after
payment of the amounts set forth above, be sufficient to pay all remaining Costs of
Issuance as currently estimated; and
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(v)
the total amount to be paid under this requisition is $
amount shall be paid to the payees indicated in paragraph (i) above.

and such

CITY OF LOS ANGELES

By: __

--:--:--:--:--::::--::__
---:Authorized City Representative

Date:
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_

ATTACHMENT B -EXHIBIT B
BOND PURCHASE AGREEMENT

s

CITY O::F""'L:::-O=S
-'-A-::CN=-=GELES
Wastewater System Subordiuate Revenue Bonds
Refunding Series 2013-A
CONTRACT OF PURCHASE
,2013
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 (hereinafter called the "Underwriters") offer 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 5:00 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.
I.

Purchase and Sale.

(a)
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 hereby agrees to sell all (but not less than all) of its Wastewater System Subordinate Revenue
Bonds, Refunding Series 2013-A (the "Series 2013-A Subordinate Bonds"). The Series 2013-A
Subordinate 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 I hereto, such interest being payable
on June 1 and December 1 of each year, commencing December I, 2013. The Series 2013-A
Subordinate Bonds are subject to redemption as set forth in Schedule I hereto. The purchase price for
the Series 2013-A Subordinate Bonds shall be $
, representing the aggregate
principal amount of the Series 2013-A Subordinate Bonds, plus a net original issue premium of
$
,less the Underwriters' discount of $
_
(b)
Simultaneously with the execution of this Contract of Purchase, the Underwriters
have delivered the amount of $
in the form of a wire transfer to U.S. Bank National
Association, as escrow agent (the "Escrow Agent"), who will hold such funds for the account of the
City pursuant to a Custody Agreement between the City and the Escrow Agent, as a security deposit
for the performance by the Underwriters of their obligation to accept and pay for the Series 2013-A
Subordinate Bonds at the Closing as provided in Section 8 herein. Upon the acceptance of this offer
by the City, such security deposit and the proceeds thereof may be invested by the Escrow Agent 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 payable by the
Underwriters at Closing. If the City fails to deliver the Series 2013-A Subordinate 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
deposit ($
) shall be immediately returned by the Escrow Agent to the Underwriters. If
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the Underwriters fail (other than for a reason permitted hereunder) to accept and pay for the Series
2013-A Subordinate Bonds upon tender thereof by the City at the Closing as herein provided, the
amount of such security deposit (including any interest earning thereon) shall be retained by the
Escrow Agent 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 Escrow Agent 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 ofa failure by the Underwriters (other than
for a reason permitted hereunder) to accept and pay for the Series 2013-A Subordinate Bonds upon
tender thereof by the City at the Closing would be extremely difficult or impracticable to ascertain
and that the amount of the 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.
(c)
The City has delivered or caused to be delivered to the Underwriters the City's
preliminary official statement dated
_, 2013 relating to the Series 2013-A Subordinate
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 ("Rule 15c2-12"), except for certain information permitted
to be omitted by said Rule. The Series 2013-A Subordinate Bonds are being offered pursuant to the
City's final official statement relating to the Series 2013-A Subordinate Bonds, dated
,2013,
(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.
(d)
The City acknowledges and agrees that (i) the primary role of the Underwriters, as
underwriters, is to purchase the Series 2013-A Subordinate Bonds, for re-sale to investors pursuant to
this Contract of Purchase is 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, municipal and other
advisors to the extent it has deemed appropriate.
2.
The Series 2013-A Subordinate Bonds. The Series 2013-A Subordinate Bonds are
being issued by the City pursuant to the Charter of the City of Los Angeles (the "City Charter"),
California Government Code Sections 54300 et seq. (as amended and supplemented, the "Revenue
Bond Law"), and California Government Code Sections 53570 et seq. (as amended, the "Refunding
2
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Law"). The Series 2013-A Subordinate Bonds are 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 Sixteenth Supplemental Resolution,
adopted by the City Council on April 9, 2013.
The proceeds of the Series 2013-A Subordinate Bonds, together with certain other amounts
described herein, will be used to (i) refund the Refunded Bonds and (ii) pay certain costs of issuing
the Series 2013-A Subordinate Bonds.
3.
Authoritv.
Merrill Lynch, Pierce, Fenner & Smith Incorporated (the
"Representative") has been duly authorized to execute this Contract of Purchase on behalf of the
other Underwriters and has been duly authorized to act hereunder by and on behalf of the other
Underwriters.
4.
Offering. It shall be a condition to the City's obligations to execute and deliver the
Series 2013-A Subordinate Bonds to the Underwriters and to the Underwriters' obligations to
purchase, to accept delivery of and to pay for the Series 2013-A Subordinate Bonds that the entire
$__
aggregate principal amount of the Series 2013-A Subordinate Bonds shall be so executed and
delivered by the City and purchased, accepted and paid for by the Underwriters at the Closing. The
Underwriters agree to make a public offering of all of the Series 2013-A Subordinate Bonds at not in
excess of the initial public offering prices or less than the yields set forth on the inside cover page of
the Official Statement and on Schedule I hereto.
5.
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 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 ISc2-12, 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.
6.

Use of Documents.

(a)
The City authorizes the use by the Underwriters of the Official Statement (including
any supplements or amendments thereto and including in electronic format), and the information
therein contained, in connection with the public offering and sale of the Series 2013-A Subordinate
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 2013-A Subordinate 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.

3
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7.
Representations and Agreements of the City.
warrants as ofthe date hereof and agrees as follows:

The City hereby represents and

(a)
The City is a charter city and municipal corporation duly organized and validly
existing under the laws of the State of California.
(b)
The City has the full legal right, power and authority to (i) adopt the Subordinate
General Resolution and enter into the Continuing Disclosure Certificate, the Escrow Agreements
relating to the Refunded Bonds between the City and the Escrow Agent (the "Escrow Agreements"),
this Contract of Purchase and any other documents executed by the City in connection with the
Series 2013-A Subordinate Bonds (the "City Documents"); (ii) to sell, issue and deliver the Series
2013-A Subordinate Bonds to the Underwriters as provided herein and (iii) to carry out and
consummate the transactions on its part contemplated by the City Documents.
(c)
An ordinance of the City (the "Ordinance") relating to the Series 2013-A Subordinate
Bonds was duly adopted by the City Council at a meeting which was held on April 9, 2013 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 was or will be
properly published and will become effective upon publication.
(d)
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 2013-A Subordinate Bonds, and (v) the
performance by the City of the obligations on its part contained in the City Documents and the
consummation by it of all other transactions contemplated by the City Documents in connection with
the issuance of the Series 2013-A Subordinate Bonds. In connection with the issuance of the Series
2013-A Subordinate 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.
(e)
The Series 2013-A Subordinate Bonds, the Subordinate General Resolution and the
Continuing Disclosure Certificate conform in all material respects to the descriptions thereof
contained in the Official Statement.
(f)
At or prior to the Closing, the Subordinate General Resolution shall have been duly
adopted by the City Council and this Contract of Purchase, the Series 2013-A Subordinate Bonds and
the Continuing Disclosure Certificate shall have been duly executed by the City and 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.
(g)
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, and, except as contemplated by the Official Statement, there shall not have been
4
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any material adverse change in the condition, financial or physical, of the System other than changes
in the ordinary course of business.
(h)
The City is not 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 2013-A Subordinate 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 Subordinate General
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
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 2013-A Subordinate 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.
(i)
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 Sixteenth Supplemental Resolution) to
their respective offices; (ii) seeking to prohibit, restrain or enjoin the adoption of the Subordinate
General Resolution, the issuance or delivery of the Series 2013-A Subordinate Bonds, or application
of the proceeds of sale of the Series 2013-A Subordinate Bonds, or in any way contesting the validity
of the Subordinate General Resolution, the Ordinance, the Series 2013-A Subordinate Bonds, the
Continuing Disclosure Certificate or this Contract of Purchase, or the tax-exempt status of interest
due with respect to the Series 2013-A Subordinate Bonds or any authority for the execution and
delivery of the Series 2013-A Subordinate 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 necessary to
make the statements made therein, in light of the circumstances under which they were made, not
misleading.
U)
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 ofthe System, the SCM Fund, and the Debt Service Fund.
(k)
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 qnalify the
Series 2013-A Subordinate Bonds for offer and sale under the Blue Sky or other securities laws and
5
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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 20I3-A Subordinate 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 2013-A
Subordinate 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.
(I)
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 2013-A Subordinate 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 2013-A Subordinate
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.

(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 bookentry 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.
(n)
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, the book-entry system or
any bond insurer.
(0)
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, the bookentry system or any bond insurer.
(p)
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 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
6
DOCSOC11610467v5/200313-0008

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.
(q)
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 2013-A Subordinate Bonds.
(r)
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.
(s)
The City is not in default and [[at no time in the past ten years]] has been in default
with respect to any obligations incurred by it of a character similar to the Series 2013-A Subordinate
Bonds.
(t)
The financial statements of, and other financial information regarding the City in the
Official Statement fairly present the financial position and results 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, and
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 Issuer or in its operations since
June 30, 2012 and there has been no occurrence, circumstance or combination thereof which is
reasonably expected to result in any such materially adverse change
(u)
During the last five years, the Issuer has not failed to materially comply with any
previous undertaking relating to continuing disclosure of information pursuant to Rule 15c2-12.
8.
Closing. At 9:00 a.m., Los Angeles time, on
, 2013, 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 2013-A
Subordinate 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 2013-A Subordinate Bonds as set
forth in Paragraph lea) hereof by delivering federal or other immediately available funds in the
amount of such purchase price to the City. The City shall deliver to the Underwriters the other
documents hereinafter mentioned at the offices of Fulbright & Jaworski L.L.P. 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 2013-A
Subordinate 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) typewritten bond for each maturity of the Series 2013-A
Subordinate Bonds (and, if Series 2013-A Subordinate Bonds of the same maturity bear interest at
different rates, for each Series 2013- A Bond of such maturity bearing interest at a different rate) and
the Series 2013-A Subordinate Bonds shall be made available for inspection by the Underwriters at
least one business day prior to the Closing.
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9.
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 2013-A
Subordinate Bonds and shall also be subject to the following further conditions:
(a)
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.
(b)
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.
(c)

At or prior to the Closing, the Underwriters shall receive the following documents:

(1)
The Official Statement and each supplement or amendment, if any, thereto,
executed on behalf of the City by an Authorized City Representative;
(2)
A certified copy of the Subordinate General 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;
(3)
The opinion of Fulbright & Jaworski L.L.P, 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;
(4)
The opinion of Fulbright & Jaworski L.L.P, Bond Counsel, dated the date of
the Closing and addressed to the Underwriters, in substantially the form set forth in Exhibit A hereto;
(5)
The opinion of Fulbright & Jaworski L.L.P, Bond Counsel, dated the date of
the Closing and addressed to the City, the Trustee and the Underwriters, to the effect that the
Refunded Bonds have been defeased in accordance with the General Resolution;
(6)
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;
(7)
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;
(8)
Evidence reasonably satisfactory to the Underwriters that, as of the date of
Closing, the rating on the Series 2013-A Subordinate Bonds are "_" by Standard & Poor's Rating
Services, "_" by Fitch Ratings and "_" by Moody's Investors Service, Inc.;
8
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(9)
The opinion of Hawkins Delafield & Wood 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;
(10)
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;
(II)
A report of Grant Thornton LLP stating that the firm has verified the
mathematical accuracy of certain computations relating to the defeasance of the Refunded Bonds;;
(12)
Two transcripts of all proceedings of the City relating to the transactions
contemplated hereunder; and
(13)
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 2013-A Subordinate 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.
10.
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 2013-A Subordinate Bonds by notifying the City of the Underwriters' election to do so if, after
the execution hereof and prior to the Closing:
(a)
the marketability of the Series 2013-A Subordinate 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,
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 Iriternal 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 City 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 2013-A Subordinate
Bonds;
(b)
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
9
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consultation with the City) have had a materially adverse effect on the marketability of the Series
20I3-A Subordinate Bonds or the market price thereof;
(c)
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 20I3-A Subordinate Bonds or the
market price thereof;
(d)
there shaIl 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 20I3-A Subordinate Bonds;
(e)
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 shaIl 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;
(t)
an event described in subparagraph (p) of paragraph 7 shall have occurred 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;
(g)
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 shaIl 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 20I3-A Subordinate 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 Indenture 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
(h)
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 shaIl 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.
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11.

Expenses.

(a)
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 2013-A Subordinate 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
2013-A Subordinate 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.
(b)
The Underwriters shall pay their own expenses including but not limited to the fees
and disbursements of any attorneys retained by the Underwriters and any fees of the California Debt
and Investment Advisory Commission.
12.
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
Merrill Lynch, Pierce Fenner & Smith Incorporated
_
13.
Governing Law; Venue. This Agreement was made and entered into in the City of
Los Angeles and shall be governed by, interpreted and enforced in accordance with the laws of the
State of California and the City of Los Angeles, 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 offorum non conveniens.
.
14.
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 2013-A Subordinate 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.
15.
Effective Date. This Contract of Purchase shall be effective upon the execution
hereof by the Representative, on behalf of the Underwriters, and the City.
16.
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.
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17.
End of Underwriting Period. The term "end of the underwriting period" referred to in
paragraphs 7(0) and (P) of this Contract of Purchase shall mean the later of such time as (i) the City
delivers the Series 20 l3-A Subordinate Bonds to the Underwriters or (ii) the Underwriters do not
retain an unsold balance of the Series 2013-A Subordinate 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.
18.
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.
19.
Representations, Warranties and Agreements to Survive Delivery.
The
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 2013-A Subordinate Bonds.
20.
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.

[Signatures appear on next page.]
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Very truly yours,
Merrill Lynch, Pierce, Fenner & Smith Incorporated
[CO-MANAGERS]

By:~~~

__ ~~~

__ ~~~

~

Merrill Lynch, Pierce, Fenner & Smith Incorporated,
as Representative of the Underwriters
Agreed and Accepted:
This _th day of

,2013

CITY OF LOS ANGELES

By:

_

Name:
Title:

_
_

ATTEST:
June Lagmay, City Clerk

By:

,---

_

Deputy

APPROVED AS TO FORM
This _th day of April, 2013
CARMEN A TRUTANICH
City Attorney

By:__ ~~~~~----------Assistant City Attorney
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SCHEDULE I
Maturity Schedule
Series 2013-A Subordiuate Bonds

$,

Maturity Date
(June 1)

Principal
Amount

Interest
Rate
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EXHIBIT A
FORM OF SUPPLEMENTAL OPINION
[Closing Date]
Merrill Lynch, Pierce, Fenner & Smith
Incorporated
[CO-MANAGERS]

$=----:City of Los Angeles
Wastewater System Subordinate Revenue Bonds,
Refunding Series 2013-A

Ladies and Gentlemen:
We have acted as bond counsel to the City of Los Angeles (the "City") in connection with the
issuance of its Wastewater System Subordinate Revenue Bonds, Series 2013-A, in the aggregate
principal amount of $
(the "Series 2013-A Subordinate Bonds"). The Series 2013-A
Subordinate Bonds are being issued pursuant to the Charter of the City of Los Angeles (the "City
Charter"), California Government Code Sections 54300 et seq. (as amended and supplemented, the
"Revenue Bond Law"), and California GOvernment Code Sections 53570 et seq. (as amended, the
"Refunding Law"). The Series 2013-A Subordinate Bonds are 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 Sixteenth Supplemental Resolution,
adopted by the City Council on
, 2013.
The Series 2013-A Subordinate Bonds are being sold on the date hereof to Merrill Lynch,
Pierce, Fenner & Smith Incorporated and Stifel Nicolaus and Company, Incorporated, doing business
as Stone & Youngberg, a Division of Stifel Nicolaus (collectively, the "Underwriters"), pursuant to a
Contract of Purchase, dated
,2013 (the "Contract of Purchase"), by and between the City
and the Underwriters.
All capitalized terms used herein and not otherwise defined shall have the respective
meanings ascribed to such tenus in the Contract of Purchase, or if not defined therein, in the Official
Statement, dated
_, 2013, relating to the Series 2013-A Subordinate Bonds (such Official
Statement in the form prepared for use by the Underwriters in confirming sales of the Series 2013-A
Subordinate Bonds being hereinafter referred to as the "Official Statement"). 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
A-I
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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 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 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 (the "State"); 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 2013-A SUBORDINATE BONDS," "SECURITY AND
SOURCES OF PAYMENT FOR THE SERIES 2013-A SUBORDINATE BONDS," "TAX
MATTERS" and Appendices [[B, C and F)), insofar as such statements expressly summarize certain
provisions of the Series 2013-A Subordinate Bonds, the Subordinate General Resolution, and our
opinion concerning certain tax matters relating to the Series 2013-A Subordinate Bonds, are accurate
in all material respects, 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. References to the Official Statement are to the
document examined by us at the delivery of the Series 2013-A Subordinate Bonds and not to any
physical or electronic reproduction other than a true copy thereof.
3.
The Series 2013-A Subordinate Bonds are not subject to the registration requirements
of the Securities Act of 1933, as amended, and the Subordinate General Resolution is exempt from
qualification pursuant to the Trust Indenture Act of 1939, as amended.
A-2
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Except as provided in paragraph (2) above, we are not passing upon and are not assuming
any responsibility for the accuracy, completeness or fairness of any ofthe 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
with respect to the statements expressed above, including any changes in applicable law that may
hereafter occur.
This letter refers only to the Series 2013-A Subordinate Bonds as delivered to the
Underwriters, and no view is expressed as to any offering by the Underwriters or others of derivative
instruments with investment characteristics not identical to those ofthe Series 2013-A Subordinate
Bonds.
The opinions expressed and the statements made herein are expressed and made as of the
time of closing of the sale of the Series 2013-A Subordinate 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 are not expressing any opinion or advice with respect to the authorization, execution,
delivery or validity of the Series 2013-A Subordinate Bonds, or the exclusion from gross income for
federal, State or local income tax purposes of interest on the Series 2013-A Subordinate Bonds.
We have this day released to the City our final approving opinion with respect to the Series
2013-A Subordinate Bonds. The foregoing opinion may be relied upon by you to the same extent as
if such opinion was addressed to you.
This letter is furnished by us as bond counsel with respect to the Series 2013-A Subordinate
Bonds. This letter is delivered to you solely for your benefit and is not to be used, circulated, quoted
or otherwise referred to or relied upon for any other purpose or by any other person. No attorneyclient relationship has existed or exists between our finn and the Underwriters in connection with the
issuance and sale of the Series 2013-A Subordinate Bonds or by virtue of this letter. This letter is not
intended to and may not be relied upon by owners of the Series 2013-A Subordinate Bonds or by any
other party to whom it is not specifically addressed.
Respectfully submitted,

A-3
DOCSOCI16! 0467v5/200313-0008

EXHIBITB
FORM OF OPINION OF DISCLOSURE COUNSEL
[Closing Date]
City of Los Angeles
Los Angeles, California
Merrill Lynch, Pierce, Fenner & Smith Incorporated
Los Angeles, California
[CO-MANAGERS]
Re:

$
City of Los Angeles Wastewater System Subordinate Revenue
Bonds, Refunding Series 2013-A

Ladies and Gentlemen:
We have acted as disclosure counsel on behalf of the City of Los Angeles, California (the
"City") in connection with the sale of the City of Los Angeles Wastewater System Subordinate
. Revenue Bonds, Refunding Series 2013-A (the "Bonds").
The Bonds are being issued by the City pursuant to the Charter of the City of Los Angeles,
California Government Code Sections 54300 et seq., as amended and supplemented, California
Government Code Sections 53570 et seq., as amended, and the Wastewater System Subordinate
Revenue Bonds General Resolution, adopted by the Council of the City on March 26, 1991, as
amended and supplemented (the "Subordinate General Resolution"), including as amended and
supplemented by the Sixteenth Supplemental Resolution, adopted by the City Council on
,
2013. The terms and provisions of the Bonds are contained in the Subordinate General Resolution
and are further described in the Official Statement relating to the Bonds, dated
,2013 (the
"Official Statement"). Capitalized terms used herein and not otherwise defined shall have the
respective meanings set forth in the Official Statement.
The Bonds are being sold by the City pursuant to that Contract of Purchase, dated __
-r
2013, by and between the City and Merrill Lynch, Pierce, Fenner & Smith Incorporated, as
representative of itself and [CO-MANAGERS] (collectively, the "Underwriters").
As disclosure counsel, we have rendered legal advice to the City in the course of the
preparation of the Official Statement. Rendering such advice involved, among other things,
discussions and inquiries concerning various legal matters and the review of certain records,
documents and proceedings.
In our capacity as disclosure counsel to the City, we have examined, among other things, the
Official Statement, and originals, or copies certified or otherwise identified to our satisfaction as
being true copies of the originals, of such records of the City and others and such other documents,
letters, certificates, instruments, records and opinions, as we have considered necessary or
appropriate for the basis of our opinion, including the opinions of the Office of the City Attorney for
the City, the Subordinate General Resolution, the final approving opinion of Fulbright & Jaworski
B-1
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L.L.P. regarding the validity of the Bonds and certain other matters, such opinion dated the date
hereof and in substantially the form attached to the Official Statement as Appendix F. We have
assumed, but have not independently verified, that the signatures on all documents, letters, opinions
and certificates which we have examined are genuine, that all documents submitted to us are
authentic and were duly and properly approved and executed by the parties thereto and that all
representations made in the documents that we have reviewed are true and accurate.
We have also participated in conferences with, among others, representatives, employees and
agents of the City, including representatives of the City Administrative Officer and the City
Attorney, the Financial Advisors, the Underwriters, Bond Counsel, Underwriters' Counsel and
others, during which conferences various legal and factual matters relating to the Bonds and the
contents of the Official Statement were discussed.
We have made such investigations oflaw and fact that we deemed necessary and appropriate
with respect to the conclusions herein.
On the basis of the information made available to us in the course of the foregoing, in
reliance on the foregoing and on certain documents reviewed by us and on the documents, letters
certificates, instruments, records, opinions and the discussions and inquiries described above, and
based on our understanding of applicable law, we advise you as a matter of fact and not opinion that,
during the course of serving as disclosure counsel to the City in connection with the issuance of the
Bonds and 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
Official Statement, no facts have come to the attention of the attorneys in our firm rendering legal
services in connection with the issuance of the Bonds that would cause us to believe that the Official
Statement (excluding therefrom the financial statements, other financial, engineering, statistical,
economic and demographic data, forecasts, charts, tables, graphs, numbers, any information
regarding utility usage or rates, valuation, appraisals or absorption matters, estimates projections,
assumptions and expressions of opinion included in the Official Statement, information regarding
The Depository Trust Company, Cede & Co. and its book-entry system, and Appendices [[B, C, D,
E, F and OJ] to the Official Statement as to all of which no opinion is expressed), as of the date
thereof, contains any untrue statement of a material fact or omits to state a material fact necessary in
order to make the statements therein, in light of the circumstances under which they were made, not
misleading.
This opnuon is furnished by us as disclosure counsel and is solely for your benefit in
connection with the transaction described herein. Our conclusions are limited to matters of federal
securities laws and we assume no responsibility with respect to the applicability or effect of the laws
of any other jurisdiction. No opinion is expressed herein with respect to the validity of the Bonds,
the tax treatment on the interest thereon or the compliance with, or applicability of, any "blue sky"
laws of any state as they relate to the offer or sale of the Bonds. No attorney-client relationship has
existed or exists between our firm and the Underwriters in connection with the Bonds or by virtue of
this letter, and the giving of this letter shall not be construed to modify in any way the obligations of
the Underwriters with respect to the offer and sale of the Bonds under the federal securities laws or
the laws of any state in which the Bonds may be offered or sold. This opinion may not be relied
upon for any other purpose, or disclosed to or relied upon by the owners of the Bonds or by any other
person, firm or corporation for any purpose without our prior written consent, except that this opinion
may be included in the closing transcript relating to the Bonds.
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During the period from the date of the Official Statement to the date of this opinion, except
for our review of the transcript of proceedings relating to the issuance of the Bonds and the
certificates and opinions regarding the Bonds 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 Official Statement.
This opinion is rendered solely in connection with the transaction described herein, and is
based upon our understanding of the facts and applicable law as of the date hereof. Such facts and
applicable law are subject to change. We do not undertake to advise you of matters which may come
to our attention subsequent to the date hereof which may affect our conclusions expressed herein.
Our engagement with respect to this matter terminates upon the delivery of this opinion to you at the
time of the closing relating to the Bonds, and we have no obligation to update this opinion.

Very truly yours,
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EXHIBITC
FORM OF OPINION OF
THE CITY ATTORNEY OF THE CITY OF LOS ANGELES
[Closing Date]
City of Los Angeles
Los Angeles, California
Merrill Lynch, Pierce, Fenner & Smith Incorporated
[CO-MANAGERS]
Ladies and Gentlemen:
This opinion is being delivered in connection with the issuance by the City of Los Angeles
(the "City") of its Wastewater System Subordinate Revenue Bonds, Refunding Series 2013-A (the
"Series 2013-A Subordinate Bonds") and the sale of the Series 2013-A Subordinate Bonds to the
Underwriters thereof.
The Series 2013-A Subordinate Bonds are being issued pursuant to the Charter of the City of
Los Angeles (the "City Charter"), California Government Code Sections 54300 et seq. (as amended
and supplemented, the "Revenue Bond Law"), and California Government Code Sections 53570 et
seq. (as amended, the "Refunding Law"). The Series 2013-A Subordinate Bonds are 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 Sixteenth Supplemental
Resolution, adopted by the City Council on
_, 2013. 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 Official Statement, dated
,2013 (the "Official Statement"), relating to the Series 2013-A Subordinate Bonds.
We have examined certified copies of proceedings for the issuance of the Series 2013-A
Subordinate Bonds, including (i) the Charter, (ii) the Subordinate General Resolution, (iii) Ordinance
No.
passed by the City Council on
,2013 (the "Ordinance"), (iv) the Contract of
Purchase, dated
_, 2013 (the "Contract of Purchase"), by and among the City and Merrill
Lynch, Pierce, Fenner & Smith Incorporated, as representative of itself and [CO-MANAGERS] (the
"Underwriters") relating to the Series 2013-A Subordinate Bonds, (v) the Continuing Disclosure
Certificate, dated
_, 2013 (the "Continuing Disclosure Certificate"), executed by the City
and (vi) such other records, documents, certificates, opinions, and other matters as are in our
judgment necessary or appropriate to enable us to render the opinions expressed herein. As to
relevant factual matters, we have relied upon, among other things, the City's factual representations
contained in the City Documents (as defined below) and the Official Statement. Collectively, the
Subordinate General Resolution, the Sixteenth Supplemental Resolution, the Contract of Purchase
and the Continuing Disclosure Certificate are referred to herein as the "City Documents." Capitalized
terms not otherwise defined herein shall have the meaning set forth therefor in the applicable
Contract of Purchase.
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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 opinion and
our consideration of those questions of law we considered relevant, and subject to the limitations and
qualifications in this opinion, we are of the opinion that:
1.
The City is a duly organized charter city and municipal corporation of the State of
California duly organized and existing under the Constitution and the Charter.
2.
Each of the City Documents has been duly authorized by the City, and duly executed
and delivered by the City and constitutes the legally valid and binding obligation of the City
enforceable against the City in accordance with its respective terms, subject to bankruptcy,
insolvency, reorganization, moratorium, fraudulent conveyance and other laws relating to or
affecting creditors' rights generally, to general principles of equity, to the exercise of judicial
discretion in appropriate cases, and to the limitations on legal remedies against municipal
corporations in the State of California.
3.
The Subordinate General Resolution has been duly adopted by the Council, and
constitutes the legally valid and binding obligations of the City enforceable against the City in
accordance with its terms, subject to bankruptcy, insolvency, reorganization, moratorium, fraudulent
conveyance and other laws relating to or affecting creditors' rights generally, to general principles of
equity, to the exercise of judicial discretion in appropriate cases, and to the limitations on legal
remedies against municipal corporations in the State of California.
4.
The Official Statement has been dnly authorized by the City and duly executed by the
City, and the City has duly authorized the delivery and distribution of the Official Statement by the
Underwriters in connection with the public offering ofthe Series 2013-A Subordinate Bonds.
5.
The adoption by the City of the Subordinate General Resolution and the Ordinance,
and the execution and delivery by the City ofthe City Documents, do not 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, 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 2013-A
Subordinate 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.
6.
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 (service of process against the City
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having been made) which (a) in any way questions the corporate existence of the City or the titles of
the Authorized City Representatives (as defined in the Sixteenth Supplemental Resolution) of the
City to their respective offices, (b) seeks to restrain or enjoin the issuance or delivery of any of the
Series 2013-A Subordinate Bonds, (c) in any way contests the validity of the Series 2013-A
Subordinate Bonds, the Subordinate General Resolution, the Ordinance or any of the City
Documents, (d) contests the power of the City to issue the Series 2013-A Subordinate Bonds, or (e)
contests the completeness or accuracy of the Official Statement or asserts that the Official Statement
contained any untrue statement of a material fact or omitted to state any material fact necessary to
make the statement therein, in light of the circumstances under which they were made, not
misleading.
7.
The Ordinance was duly adopted by the City Council at a meeting which was held
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 was or
will be properly published and will become effective upon publication.
The matters set forth in paragraphs 5 and 6 are factual confirmations and not legal opinions.
For purposes of the matters set forth in paragraph 5, we have assumed that the City will not in the
future take any discretionary action (including a decision not to act) permitted by the City Documents
that would cause the adoption by the Council of the Subordinate General Resolution and the
Ordinance or the execution and delivery by the City of the City Documents to violate any California
or Los Angeles constitutional provision, law or administrative regulation or constitute a violation or
breach of or default under any judgment, court decree, loan agreement, indenture, bond, note,
resolution, agreement or other instrument to which the City is subject or by which it is bound, or
require an approval, consent or authorization to be obtained from a California or Los Angeles
governmental authority.
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 City
Documents.
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 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 this opinion is limited to the present law of the State of California. We
express no opinion as to the laws of any other jurisdiction.
The opinions expressed are matters of professional judgment and are not a guarantee of
result.
This opinion may be relied on by you only in connection with the issuance of the Series
2013-A Subordinate Bonds. It may not be used or relied upon for any other purpose or by any other
person, nor may copies be delivered to any other person, without in each instance our prior written
consent; provided however that it may be included in the transcript of record of proceedings relating
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to the issuance of the Series 2013-A Subordinate Bonds. This opinion is 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 speaks only as of the date hereof and we assume no obligation to update or
supplement this opinion to reflect any facts or circumstances that arise after the date of this opinion
and come to our attention, or any future changes in laws.
This opinion is given in an official capacity and not personally and no personal liability shall
derive therefrom.
.
Respectfully submitted,
CARMEN A TRUTANICH
City Attorney

By: __
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-:---:------::::-:---:Assistant City Attorney
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In the opinion of Fulbright & Jaworski LLP., Los Angeles, California, Bond Counsel, under existing statutes, regulations, rulings and court decisions, and
assuming compliance with the tax covenants described herein, interest on the Series 2013-A Subordinate Bonds is excluded pursuant to section 103 (a) of the Internal
Revenue Code of 1986 from the gross income of the owners thereof for federal income tax purposes and is not an item of tax preference for purposes 0/ the federal
alternative minimum tax. It is also the opinion of Bond Counsel that under existing law interest on the Series 20 J3-A Subordinate Bonds is exempt from personal
income taxes of the State of California. See "TAX MATTERS" herein,

s

.c

0
~~

CITY OF-L"""O""'S-A--cNGELES
Wastewater System Subordinate Revenue Bonds,
Refunding Series 2013-A

8..2

••

g ~

~~
B ,g

'13 g

g;g

Dated: Date of Delivery

~ ~
::0 @

The $
* City of Los Angeles Wastewater System Subordinate Revenue Bonds, Refunding Series 2013 A (the "Series 2013-A
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"), voter approval at elections held in 1987, 1988 and 1992 authorizing the issuance of up to $3.5 billion of wastewater system revenue
bonds, and California Government Code Sections 53570 et seq. (as amended, the "Refunding Law"), The Series 2013-A Subordinate Bonds are
also issued pursuant to the 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 Sixteenth Supplemental
Resolution, adopted by the City Council on [April 9, 2013J.
The proceeds of the Series 2013-A Subordinate Bonds, together with certain other amounts described herein, will be used to 0) current
refund all or a portion of the City's Wastewater System Subordinate Revenue Bonds, Series 2003-A and Wastewater System Subordinate Revenue
Bonds, Series 2003-B, (ii) advance refund a portion of the City's Wastewater System Revenue Bonds, Series 2005-A and (iii) pay certain costs of
issuing the Series 2013-A Subordinate Bonds. See "Plan of Finance" herein.
The pledge, assignment and lien on the Revenues (herein defined) granted pursuant to the Subordinate General Resolution to secure the
Subordinate Bonds (herein defined) issued and to be issued under the Subordinate General Resolution are, in all respects, subordinate to the pledge,
assignment and lien on the Revenues granted pursuant to the Wastewater System Revenue Bonds General Resolution, adopted by the City Council
on November 10, 1987, as amended and supplemented (the "General Resolution"), to secure the Senior Lien Bonds (herein defined) issued and to
be issued under the General Resolution. In addition to the Series 2013-A Subordinate Bonds, to achieve debt service savings or other desired debt
restructurings, the City intends to issue, subject to market conditions, its Wastewater System Revenue Bonds, Series 2013-A ("Series 2013-A
Senior Lien Bonds") and its Wastewater System Revenue Bonds, Refunding Series 2013 B (the "Series 2013-B Senior Lien Bonds" and, together
with the Series 2013-A Senior Lien Bonds, the "Series 2013 Senior Lien Bonds"). The Series 2013 Senior Lien Bonds, when issued pursuant to
the General Resolution, will be payable solely from Revenues prior to all Subordinate Bonds, including the Series 2013-A Subordinate Bonds,
issued and to be issued under the Subordinate General Resolution .
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The Series 2013-A 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 2013 Subordinate Debt Service Fund created pursuant to the
-g.8 Subordinate General Resolution. The City is not obJigated to make payment from any other source. The Series 2013-A 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
§.s taxing power of the City is pledged to the payment of any amounts due on the Series 2013-A Subordinate Bonds.
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Interest on the Series 2013-A Subordinate Bonds will be payable on June 1 and December 1, commencing on December 1, 2013. The Series
2013-A Subordinate Bonds will be issued as fulJy-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 2013-A Subordinate
Bonds will be registered in the name of Cede & Co., as nominee of The Depository Trust Company ("DTe"). DTe will act as securities depository
!::forthe Series 2013-A Subordinate Bonds, Ownership interests in the Bonds may be purchased in book-entry fonn only. So long as DTC or its
',finominee is the Owner of the Series 2013-A Subordinate Bonds, payments of the principal of, redemption premium, if any, and interest on the
~eries 2013-A Subordinate Bonds will be made as described in APPENDIX G - "Book-Entry Only System" attached hereto.
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The Series 2013-A Subordinate Bonds are subject to optional redemption and mandatory sinking fund redemption prior to maturity.
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This cover page contains information for general reference only. Potential purchasers are advised to read the entire Official
::::'~ 'cStatcment to obtain information essential to making an informed investment decision.
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The Series 2013-A Subordinate Bonds are offered when, as and if issued, subject to the approval of legality by Fulbright & Jaworski L.L.P"
~ ~ ~os Angeles, California, Bond Counsel. Certain legal matters will be passed upon for the City by Hawkins Delafield & Wood LLP, Los Angeles,
C
:.£california, Disclosure Counsel to the City, and by Carmen A. Trutanich, City Attorney, and for the Underwriters by their counsel, Stradling Yocca
~ S 8Carlson & Rauth, a Professional Corporation, Sacramento, California. It is anticipated that the Series 2013-A Subordinate Bonds wiIl be available for
:§ 'il 1I<leliveryto DTC in New York, New York on or about [May 9, 2013J.
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Wastewater
Year
(June 1)

w_____

System Subordiuate
Priucipal
Amount

•

Reveuue Bouds, Refunding Series 2013-A
Interest
Rate

% Term Bonds due June 1, 20
% Term Bonds due June 1,20=

Yield:
Yield:

Yield

% Price:
% Price:

CUSIpi
(Base: 544653)

=

CUSIP! No.
cusn« No. -~--

Preliminary, subject to change.
Copyright 2013, American Bankers Association. CUSIP® is a registered trademark of the American Bankers Association.
CUSIP data herein is provided by the CUSIP Service Bureau, managed on behalf of the American Bankers Association by
Standard & Poor's. This data is not intended to create a database and does not serve in any way as a substitute for the
CUSIP Services Bureau. CUSIP numbers have been assigned by an independent company not affiliated with the City and
are included solely for the convenience of the registered owners of the applicabJe Series 2013 A Subordinate Bonds. 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 Series 2013-A Subordinate Bonds or as included herein. The CUSIP number
for a specific maturity is subject to being changed after the issuance of the Series 2013-A Subordinate Bonds as a result of
various subsequent actions including, but not limited to, a refunding in whole or in part or as a result of the procurement of
secondary market portfolio insurance and other similar enhancement by investors that is applicable to all or a portion of
certain maturities of the Series 2013-A Subordinate Bonds.
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No dealer, broker, salesperson or otber 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
otber 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 2013-A 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
2013-A 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 which are believed by the City to be reliable. The Underwriters have provided the following
sentence for inclusion in tbis 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 witbout notice, and neither the delivery of this Official Statement nor any
sale made hereunder shall under any circumstances create any implication that tbere has been no change
in tbe affairs of the City since the date hereof. All summaries of the Series 2013-A 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 2013-A
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 2013-A 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 2013-A SUBORDINATE BONDS TO CERTAIN DEALERS AND DEALER BANKS AND
BANKS ACTING AS AGENT AT PRICES LOWER THAN THE PUBLIC OFFERING PRICE
STATED ON THE 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 witb respect to the Series 2013-A Subordinate Bonds.
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OFFICIAL

STATEMENT

s

CITY O=F-:::-L-:::O-:::-S--:-A-:O:NGELES
Wastewater System Subordinate Revenue Bonds,
Refunding Series 2013-A

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.
General
Authorization and Description of the Series 2013-A Subordinate Bonds. The
• City
of Los Angeles Wastewater System Subordinate Revenue Bonds, Refunding Series 2013-A (the "Series
2013-A 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"), voter approval at elections held in 1987, 1988
and 1992 authorizing the issuance of up to $3.5 billion of wastewater system revenue bonds (the
"Authorization"), and California Government Code Sections 53570 et seq. (as amended, the "Refunding
Law"). The Series 2013-A Subordinate Bonds are also issued pursuant to the 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 Sixteenth Supplemental Resolution, adopted by the City Council on [April 9, 2013]
(the "Sixteenth SupplementalResolution").
All bonds, notes and other indebtedness issued and to be issued under the Subordinate General
Resolution (the "Subordinate Bonds"), including the Series 2013-A Subordinate Bonds, are subordinate
to the bonds, notes and other indebtedness (the "Senior Lien Bonds") issued and to be issued under the
City's 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"). Under the General Resolution, the City has issued
thirty series of Senior Lien Bonds (the "Existing Senior Lien Bonds") in the original aggregate principal
amount of $4,823,761,473.50, of which $1,146,930,000 is Outstanding prior to the issuance of the Series
2013-A Subordinate Bonds and the completion of the refundings relating thereto. Under the Subordinate
General Resolution, the City has issued twenty-five series of Subordinate Bonds (the "Existing
Subordinate Bonds") having a lien on Revenues (herein defined) subordinate to that of the Senior Lien
Bonds, in the original aggregate principal amount of $2,730,245,000, of which $1,307,115,000 is
Outstanding prior to the issuance of the Series 2013-A Subordinate Bonds and the completion of the
refundings relating thereto. See "Plan of Finance" herein. Under the Subordinate General Resolution, the
City has also authorized a maximum of $400,000,000 aggregate principal amount of Subordinate Bonds
* Preliminary, subject to change.
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in the form of commercial paper notes (the "CP Notes"). The maximum amount of CP Notes that may be
Outstanding at any particular time under the existing Letters of Credit (the "Letters of Credit") for the CP
Notes is $200,000,000. CP Notes are currently Outstanding in the aggregate principal of $80,000,000.
See "Financial Operations of the Wastewater System - Outstanding Indebtedness" 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 "Security and Sources of Payment for the Series 2013-A Subordinate
Bonds - Additional Senior Lien Bonds" and "- Additional Subordinate Bonds" herein.

Use of Proceeds of the Series 2013-A Subordinate Bonds. The proceeds of the Series 2013-A
Subordinate Bonds, together with certain other amounts described herein, will be used to (i) current
refund all or a portion of the City's Wastewater System Subordinate Revenne Bonds, Series 2003-A and
Wastewater System Subordinate Revenue Bonds, Series 2003-B (collectively, the "Series 2003
Subordinate Bonds"), (ii) advance refund a portion of the City's Wastewater System Revenue Bonds,
Series 2005-A (the "Series 2005-A Senior Lien Bonds") and (iii) pay certain costs of issuing the Series
2013-A Subordinate Bonds. See "Plan of Finance" herein.
Additional 2013 Issuances. As described herein under "Plan of Finance," in addition to the
Series 2013-A Subordinate Bonds, the City is undertaking the financing of the construction and
improvement of the wastewater collection and treatment system of the City (the "System"), the refunding
of certain outstanding CP Notes and the refunding of all or a portion of certain series of Senior Lien
Bonds to achieve debt service savings or other desired debt restructurings. As part of this plan of finance,
the City intends to issue, subject to market conditions, its Wastewater System Revenue Bonds, Series
2013-A ("Series 2013-A Senior Lien Bonds") and its Wastewater System Revenue Bonds, Refunding
Series 2013-B (the "Series 2013-B Senior Lien Bonds" and, together with the Series 2013-A Senior Lien
Bonds, the "Series 2013 Senior Lien Bonds"). The pledge, assignment and lien on the Revenues granted
pursuant to the General Resolution to secure the Series 2013 Senior Lien Bonds and other Senior Lien
Bonds (herein defined) issued and to be issued under the General Resolution will be, in all respects, prior
to the pledge, assignment and lien on the Revenues granted pursuant to the Subordinate General
Resolution, including the pledge, assigrunent and lien with respect to the Series 2013-A Subordinate
Bonds.
The System
The City owns and operates the 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 2012 was 368 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.
[Potential disclosure on changes to City government to be reviewed after the release of a draft
Appendix A.]
Security and Sources of Payment for the Series 2013-A Subordinate

Bonds

Series 2013-A Subordinate Bonds. The Series 2013-A Subordinate Bonds are revenue bonds
secured by and payable from certain limited revenues of the City received from the ownership and/or
operation of the System.
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The Senior Lien Bonds issued and to be issued under the General Resolution are secured by a
pledge of and first lien on (i) Revenues; and (ii) all amounts 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" 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.
The Subordinate Bonds, including the Series 20I3-A 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 20I3-A Subordinate Bonds are
also secured by a pledge and lien on the 2013 Subordinate Debt Service Fund (as defined in the Sixteenth
Supplemental Resolution) created pursuant to the Sixteenth Supplemental Resolution. See "Security and
Sources of Payment for the Series 20I3-A Snbordinate Bonds" herein. No reserve fund is established for
payment of the Series 20I3-A Subordinate Bonds.
Limited Obligations. The Series 20I3-A 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 Debt Service Fund created pursuant to the Subordinate General Resolution. The
City is not obligated to make payment from any other source. The Series 20I3-A 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 20I3-A 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.
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Continuing Disclosure
For purposes of assisting the Underwriters 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, 2014 for the report for
Fiscal Year 2012-13, 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) 485-2881.
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 2013-A Subordinate Bonds. The proceeds of the Series 2013-A Subordinate Bonds,
together with certain other amounts described herein, will be used to (i) current refund all or a portion of
the Series 2003 Subordinate Bonds, (ii) advance refund a portion of the Series 2005-A Senior Lien Bonds
and (iii) pay certain costs of issuing the Series 2013-A Subordinate Bonds.

4
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The following table sets forth the Series 2003 Subordinate Bonds and Series 2005-A Senior Lien
Bonds being considered for refunding with proceeds of the Series 2013-A Subordinate Bonds. The City
will determine the Bonds to be refunded at the time of the pricing of the Series 2013-A Subordinate
Bonds.

Maturity
(June 1)

Series
Series 2003-A Subordinate

Total
(1)
(2)

(3)

Redemption
Date

Redemption

Price'"

CUSIP(2)

14,030,000
14,605,000
14,715,000
8,330,000
13,790,000
13,210,000
15,345,000
21,155,000
20,050,000
38,485,000
58,815,000
$ 232.530,90Q

June
June
June
June
June
June
June
June
June
June
June

10,2013
10,2013
10, 2013
10,2013
10,2013
10, 2013
10, 2013
10,2013
10,2013
10,2013
10,2013

100%
100
100
100
100
100
100
100
100
100
100

544652N63
544652N71
544652N89
544652N97
544652P20
544652P38
544652P46
544652P53
544652P61
544652P79
544652P87

2014
2015
2016
2017
2018
2019
2020
2024

1,510,000
1,680,000
1,055,000
1,760,000
1,905,000
2,510,000
6,575,000
16,355,000
33,35000Q

June
June
June
June
June
June
June
June

10,2013
10,2013
10,2013
10, 2013
10,2013
10,2013
10, 2013
10,2013

100%
100
100
100
100
100
100
100

544652R69
544652R77
544652R85
544652R93
544652S27
544652S35
544652S43
544652S76

12,915,000
13,530,000
14,245,000
14,885,000
124,945,000
67,195,000
$.247d7J2,QQQ

June
June
June
June
June
June

1,2015
1,2015
1,2015
1,2015
1,2015
1,2015

100%
100
100
100
100
100

544652X96
544652Y20
544652Y38
544652Y46
544652Y53
544652Y61

Total
Series 2005-A Senior"

Principal to be
Refunded

2014
2015
2016
2017
2018
2019
2020
2021
2025
2026
2027

Total
Series 2003-B Subordinate

Outstanding
Principal
Amount

2029
2030
2031
2032
2034
2035

s

Expressed as a percentage of the principal amount.
Copyright, American Bankers Association.
CUSIP® is a registered trademark of the American Bankers Association.
CUSIP data herein is provided by the CUSIP Service Bureau, managed on behalf of the American Bankers Association by
Standard & Poor's. This data is not intended to create a database and does not serve in any way as a substitute for the
CUSIP Services Bureau. CUSIP numbers have been assigned by an independent company not affiliated with the City and
are included solely for the convenience of the registered owners of the referenced bonds. 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.
All Outstanding Series 2005-A Senior Lien Bonds are set forth in this table. The City may elect to refund a portion of the
Outstanding Series 2005-A Senior Lien Bonds with proceeds of the Series 2013-B Senior Lien Bonds as described under
«Plan of Finance - Additional 2013 Issuances" below.

To effect the refunding of the Series 2003 Subordinate Bonds and the Series 2005-A Senior Lien
Bonds (the portion thereof being refunded being referred to herein as the "Refunded Bonds"), the City
intends to deposit into separate escrow funds (each an "Escrow Fund") to be held by U.S. Bank National
Association (the "Escrow Agent") proceeds of the Series 2013-A Subordinate Bonds and certain available
5
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monies on deposit under the Resolutions relating to the Refunded Bonds. Amounts on deposit in the
Escrow Fund for the Series 2003 Subordinate Bonds to be refunded will be sufficient, without investment,
to pay the interest accruing on such Series 2003 Subordinate Bonds as it becomes due and to redeem such
Series 2003 Subordinate Bonds on their date of redemption at a redemption price equal to the principal
amount of the Refunded Bonds to be redeemed plus accrued interest thereon to the date of redemption,
without premium. Amounts on deposit in the Escrow Fund for the Series 2005-A Senior Lien Bonds to
be refunded, when invested in the securities described below, will be sufficient to pay the interest
accruing on such Series 2005-A Senior Lien Bonds as it becomes due and to redeem such Series 2005-A
Senior Lien Bonds on their date of redemption at a redemption price equal to the principal amount of the
Refunded Bonds to be redeemed plus accrued interest thereon to the date of redemption, without
premium. In connection with the refunding of the Series 2005-A Senior Lien Bonds, the City intends to
purchase Or direct the Escrow Agent to purchase Government Ohligations, which are defined in the
General Resolution to be (i) direct obligations of, or obligations the principal of and interest on which are
unconditionally guaranteed by, the United States of America and (ii) securities or receipts evidencing
ownership interests in obligations or specific portions (such as principal or interest) of obligations
described in (i). Such obligations (the "Defeasance Securities") will be held by the Escrow Agent. The
Escrow Funds will be established under separate escrow deposit agreements (the "Escrow Agreements")
between the City and the Escrow Agent. The Defeasance Securities will be available only for the payment
of the Series 2005-A Senior Lien Bonds to be refunded After the deposit of the monies and Defeasance
Securities into the Escrow Funds as described above, the City will be discharged from all obligations with
respect to the Refunded Bonds. Grant Thornton LLP, a firm of independent certified public accountants,
will verify the arithmetical computations used to determine bond yield calculations and the sufficiency of
the escrow deposit. See "Verification of Mathematical Computations" herein.
Additional 2013 Issaances. The City expects to issue, subject to market conditions, its Series
2013-A Senior Lien Bonds and its Series 2013-B Senior Lien Bonds, the proceeds of which, together with
certain other amounts, are expected to be used to finance the construction and improvement of the
System, refund certain Outstanding CP Notes and refund certain series of Senior Lien Bonds to achieve
debt service savings or other desired debt restructurings.

6
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ESTIMATED

SOURCES AND USES OF FUNDS

The Series 2013-A Subordinate Bond proceeds, together with certain other amounts, are expected
to be applied as set forth below:
Series 2013-A
Subordinate Bonds
Estimated Sources of Funds
Principal Amount
Net Original Issue PremiumlDiscount
Release from the Debt Service Fund for
the Refunded Bonds
Release from the Reserve Fund for the
Series 2005-A Senior Lien Bonds
Total

$

","$_~_~~

Estimated Uses of Funds
$

Deposit to Escrow Fund
Costs of Issuance'!'
Total
(J)

$

Includes underwriters' discount, financial advisors fees and expenses, rating agency fees, escrow agent fees, bond counsel
fees and expenses, disclosure counsel fees and expenses, printing costs and other miscellaneous expenses.

DESCRIPTION

OF THE SERIES 2013-A SUBORDINATE

BONDS

The Series 2013-A Subordinate Bonds will be dated and will bear interest from their date of
delivery. Interest on the Series 2013-A Subordinate Bonds will be payable semi-annually on June I and
December I, commencing on December I, 2013. Interest will be calculated on the basis of a year of 360
days and twelve 30-day months. The Series 2013-A Subordinate Bonds will be issuable as fullyregistered 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 2013-A Subordinate 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 2013-A Subordinate Bonds. Ownership interests in the Series 2013-A Subordinate Bonds
may be purchased in book-entry form only. So long as DTC or its nominee is the Owner of the Series
2013-A Subordinate Bonds, payments of the principal of, redemption premium, if any, and interest on the
Series 20l3-A Subordinate Bonds will be made as described in Appendix G "Book-Entry Only System"
attached hereto.
REDEMPTION

OF THE SERIES 2013-A SUBORDINATE

BONDS

Redemption of the Series 2013-A Subordinate Bonds
Optional Redemption: The Series 2013-A Subordinate Bonds maturing on or before June I,
20_ are not subject to redemption before their stated maturities. The Series 2013-A Subordinate Bonds
maturing on or after June I, 20_ are subject to redemption, as a whole or in part as designated by the
~ Preliminary, subject to change.
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City, or, absent such designation, pro rata among maturities and by lot within anyone maturity ifJess than
all of the Series 20J3-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 June 1,20_, at a redemption price equal
to the principal amount of the Series 20J3-A Subordinate Bonds to be redeemed plus accrued interest
thereon to the date of redemption, without premium.

Mandatory Sinking Fund Redemption.' The Series 2013-A Subordinate Bonds maturing on
June 1, 20_ are subject to mandatory sinking fund redemption prior to maturity, commencing on June I,
20--, and on each June 1 thereafter, 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 20J3-A Subordinate Bonds, in the principal amounts set forth below (subject to
adjustment in the event of an optional redemption of the Series 20J3-A Subordinate Bonds, as provided in
the Sixteenth Supplemental Resolution):
Series 2013-A Subordinate Term Bonds Maturing June 1,20
Redemption Date
(June 1)
Principal Amouut
$
(maturity)

Selection of Series 2013-A Subordinate Bonds for Redemption. The Series of Series 2013-A
Subordinate 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. The Series
of Series 201 3-A Subordinate Bonds shall be redeemed by lot within any maturity, in any manner the
City shall deem appropriate.
Notice of Redemption of Series 2013-A Subordinate Bonds
At least 20 days and no more than 60 days before each date of redemption, the City will give
notice by mail to each owner of a Series 20J3-A Subordinate Bond to be redeemed at the owner's
registered address. So long as DTC is the registered owner of Series 20l3-A Subordinate 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 20J3-A Subordinate Bond in respect of
which no failure occurs.
The notice of redemption shall (i) specify the Series 20l3-A Subordinate Bonds to be redeemed,
the redemption date, the redemption prices, or if applicable, a description of the mechanism or method for
obtaining the redemption price and the place or places where amounts due upon such redemption will be
payable and, if less than all of the Series 2013-A Subordinate Bonds of a Series are to be redeemed, the
numbers of the Series 20J3-A Subordinate Bonds, and the portions of Series 20J3-A Subordinate Bonds,
to be redeemed; (ii) state any condition to such redemption or, if applicable, a description of the
mechanism or method for determining the redemption price; (iii) state that on the redemption date, and
upon the satisfaction of any such condition, the Series 2013-A Subordinate Bonds to be redeemed shall
cease to bear interest; (iv) the CUSIP numbers of all Series 2013-A Subordinate Bonds or portions thereof
being redeemed; (v) the date of original issuance of the Series 20J3-A Subordinate Bonds; (vi) the rate of
interest borne by the Series 20J3-A Subordinate Bonds being redeemed; (vii) the maturity date of the
Series 2013-A Subordinate Bonds being redeemed; and (viii) any other descriptive information to identify
accurately the Series 20J3-A Subordinate Bonds or portions thereof being redeemed.

8
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Any notice of redemption, other than notice of redemption from mandatory sinking fund
payments, may be rescinded by written notice given by the City no later than one Business Day prior to
the date specified for redemption. The City shall give notice of such rescission in the same manner, and to
the same persons, as notice of such redemption was given.
Effect of Redemption of Series 2013-A Snbordinate Bonds
On the date designated for redemption, notice having been given in the manner and under the
conditions provided in the Resolutions and moneys for payment of the redemption price being held in
trust to pay the redemption price, the Series 2013-A Subordinate Bonds called for redemption shall
become due and payable, interest on such Series 2013-A Subordinate Bonds shall cease to accrue, such
Series 2013-A Subordinate Bonds shall cease to be entitled to any lien, benefit or security under the
General Resolution or the Subordinate General Resolution, as applicable, and the owners of such Series
2013-A Subordinate Bonds shaIl have no rights in respect thereof except to receive payment of the
redemption price.
SECURITY AND SOURCES OF PAYMENT FOR
THE SERIES 2013-A SUBORDINATE BONDS
Sources of Payment
AIl Revenues received by the City from the ownership and operation of the System (less
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 Sewer Operation and Maintenance 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 (as defined below) 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. AIl 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, 2012 and 20ll 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 andlor disposal services; and all
earnings received from the investment of the SCM Fund, the Debt Service Fund, the Reserve Fund and
the Emergency Fund; 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;

(iii)

moneys received as grants from the United States of America or from the State of
California;
9
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(iv)

eamings received from the investment of the Constmction Funds;

(v)

the proceeds of borrowings; and

(vi)

proceeds of insurance.

Subordinate

Pledge of Revennes for the Series 2013-A Subordinate

Bonds

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 eamings
on such Revenues. The City has previously pledged and assigned the Revenues and granted a lien upon
the Revennes to secure all Senior Lien Bonds, whenever issued, including Senior Lien Bonds issued
subsequent to the issuance of Subordinate Bonds (including the Series 20l3-A 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 eamings 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
Subordinate 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 of 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 Fund
There is no reserve fund for any Subordinate Bonds (including the Series 2013-A Subordinate
Bonds). Moneys held in the Reserve Fund (as defined in the General Resolution) and attributable to the
Senior Lien Bonds may be used to pay the principal of, preminm, if any, and interest on the Senior Lien
Bonds only. Such moneys are not available for payment of principal of, premium, if any, or interest on
any Subordinate Bonds, including the Series 2013-A Subordinate Bonds.
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No Pledge of Refundable Credits

The City previously issued $177,420,000 aggregate principal amount of Wastewater System
Revenue Bonds Series 2010-A (the "Series 201O-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 201O-B Senior Lien Bonds") and designated such bonds as "Recovery
Zone Economic Development 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 201O-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
$257,000 reduction in Refundable Credits in connection with the Series 201O-ASenior Lien Bonds and
the Series 2010-B Senior Lien Bonds through and including September 30,2013. Until further action is
taken by Congress, Sequestration will continue and there could be additional reductions for future years
through and including federal fiscal year 2021.
The Refundable Credits constitute amounts payable by the Federal government under Section
6431 of the Code, and which, in the case of the Series 201O-ASenior Lien Bonds, the City has elected to
receive under Section 54AA(g)(1) 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 201O-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 201O-A Senior Lien Bonds and the Series 201O-B Senior Lien Bonds only. The
Refundable Credits are not pledged to the payment of the Series 2013-A Subordinate Bonds. The
Refundable Credits are included in the calculation of Revenues under-the General Resolution. See "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 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, tbe City will first be required
to obtain a certificate or certificates prepared by a Consultant or by Consultants showing that the Net
11
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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 upon financial statements prepared by the City that have not been subject to audit by an independent
certified pnblic 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 snch 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, for purposes of the Subordinate General Resolution (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 eqnivalent 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.
As a condition to the issuance of Additional Senior Lien Bonds, except with respect to certain
refunding bonds, the City shall first be required to obtain a certificate or certificates prepared by a
Consultant or by Consultants showing (i) 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 Additional Senior Lien Bonds were at least equal to 125 percent of the Maximum Annual Debt
Service for all Senior Lien Bonds which will be Outstanding immediately after the issuance of the proposed
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Bonds, and (ii) that the estimated Net Revenues for the Fiscal Year immediately following the date of
issuance of such Series of Senior Lien Bonds will be at least equal to 125 percent of Maximum Annual Debt
Service for all Senior Lien Bonds which will be Outstanding immediately after the issuance of the proposed
Senior Lien Bonds.
For purposes of the computations to be made as described in subsection (i) and in subsection (ii)
of the preceding paragraph, the determination of Net Revenues may take into account as adjustments any
increase in rates and charges and shall take into account any reductions in such rates and charges which
relate to the System and which have been authorized by the City to be implemented and which will for
purposes of the test described in (i) of the preceding paragraph, be effective prior to or at the time of
issuance of such proposed Bonds and for purposes of the test described in (ii) of the preceding paragraph
be effective during the Fiscal Year for which such estimate is made.
Flow of Funds Under the Geueral Resolution and the Subordinate

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 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 payor 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:
(a)
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
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insufficient funds in the Debt Service Fund or another special fund or account to be used to make such
payment;
(b)
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; and
(c)
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.
Deposit of Revenues to Funds and Accounts Under the Subordinate 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;
(b)
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;
(c)
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
14
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(d)
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.
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.
See "Security and Sources of Payment for the Series 2013-A Subordinate Bonds - Reserve Fund"
and "- Emergency Fund" herein.
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:
(a)

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

(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 payor 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;
(c)
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
(d)
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.
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 Resolution, that
the various funds described in the General Resolution and the Subordinate Resolution, respectively, and
the balances required to be maintained in the SCM Fund are to be maintained from the Revenues.

IS
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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 Basic Financial
Statements with Independent Auditor's Report for the Fiscal Years Ended June 30, 2012 and 2011 and
Debt Service Compliance Report for the Fiscal Year Ended June 30, 2012" attached hereto. The City will
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 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, 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 Fnnd
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 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 $500,0(}0,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
2013-A Subordinate Bonds - Flow of Funds Under the General Resolution and the Subordinate General
Resolution" herein.
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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
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 $100 million for
loss to boiler and machinery, excluding damage caused by earthquake and flood. The deductible for this
policy is $1 million 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 $1 million which is covered by the SCM Fund.
The City carries property terrorism coverage with limits of $100 million for certified and non-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 selfinsure 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 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

The City has amended each of the Resolutions to provide for an offset to Revenues in the amount
of the Refundable Credits. 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 twelvemonth 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 (collectively,
"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 such Subordinate Bonds issued as Direct Subsidy Bonds or
17
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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
actnal 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 sball be deducted from Revenues for the purpose of such
calculation).
These amendments are not yet effective. These amendments shall become effective on the date
on which the written consent of the Owners of not less than 51% in aggregate principal amount of
Outstanding Senior Lien Bonds and of each Insurer or Credit Provider thereof, if any (in the case of the
General Resolution) and the written consent of the Owners of not less than 51% in aggregate principal
amount of Outstanding Subordinate Bonds and of each Insurer or Credit Provider thereof, if any (in the
case of the Subordinate General Resolution), has been obtained, and the other requirements of the General
Resolution and Subordinate General Resolution, as applicable, have been satisfied. Purchasers of bonds
issued on and after October 21,2010, including purchasers of the Series 20J3-A Subordinate Bonds, will
be deemed to have granted such consent by their purchase of such bonds. Prior to the issuance of the
Series 20J3-A Subordinate Bonds, there has been obtained, in the case of the General Resolution, the
consent of 27.6 percent in aggregate principal amount of Outstanding Senior Lien Bonds and, in the case
of the Subordinate General Resolution, the consent of 78.3 percent in aggregate principal amount of
Outstanding Subordinate Bonds. Certain Credit Providers have consented to tbe amendments and no
Insurers have consented to the amendments.
Swap Agreements
The City previously executed and delivered two interest rate swap agreements (the "Swap
Agreements") in connection with the issuance and sale of the bonds that were refunded with the proceeds
of the City's Wastewater System Subordinate Revenue Bouds, Variable Rate Refunding Series 2012-D
(the "Series 2012-D Subordinate Bouds"). The Swap Agreements have been re-associated with a portion
of the Series 2012-D Subordinate Bonds. The City's payments under the Swap Agreements are special,
limited obligations of the City payable from Revenues of the System and are subordinated obligations
pursuant to the Subordinate General Resolution which are junior and subordinate to the Subordinate
Bonds as to the lien on and source and security for the payment from the Revenues. Payments received by
the City under the Swap Agreements constitnte Revenues of the System. However, such payments are
not a source of credit or security for the Series 20J3-A Subordinate Bonds. The City's obligation to pay
the principal of, premium, if any, and the interest on the Series 2012-D Subordinate Bonds is not affected
by any failure of a Swap Counterparty to perform its obligations under the respective Swap Agreement. In
certain circumstances, the City could be required to make an unanticipated termination payment to a
Swap Counterparty and such termination payment could be substantial. See "Financial Operations of the
Wastewater System - Swap Agreements" herein.
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THE W ASTEW ATER 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 likewise the City provides wastewater service for other communities and adjacent areas.
Areas within the City limits that are not served by the City are served by Los Angeles County Sanitation
Districts. See page 24 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
Treatment Plant ("HTP"), 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
Plant ("TlWRP"). 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:

EXISTING

Treatment

TABLE 1
WASTEWATER TREATMENT

Facility

Approximate
First Year
of Operation

FACILITIES
Current
Design
Capacity
(mgd) (1)

Average
Flow
(mgd) (2)

HYPERlON SYSTEM
Hyperion'"
Los Angeles-Glendale'?
Tillman(4)

1923
1976
1984

Total Hyperion System
TERMINAL ISLAND SYSTEM
Terminal Island'"

450
20
80
550

288
20
46
354

1935

30

.-H

580

~68

TOTAL BOTH SYSTEMS

Source: City of Los Angeles, Bureau of Sanitation.
"mgd" means million gallons per day.
(2)
These numbers are average flows for Fiscal Year 2012.
(3)
This facility utilizes activated sludge secondary treatment.
(4)
These facilities utilize activated sludge secondary treatment followed by coagulation, filtration, chlorination and
dechlorination.
(5)
This facility utilizes activated sludge secondary treatment, microfiltration and reverse osmosis.
(1)
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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 125 years ago. See "Wastewater System Capital Improvement.
Program - Current Major Projects of the Wastewater Capital Improvement Program - Projects under
Construction - Secondary Sewer Renewal Program" herein for a description of the City's program for
replacing portions oftbe 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 storm water collection and conveyance system is separate from the wastewater
collection and conveyance system. Storm water is discharged into the Santa Monica Bay and Los Angeles
Harbor through a series of storm drains. Under certain circumstances, some dry weather urban runoff is
diverted to the wastewater collection system for treatment at the HTP.

Hyperion Service Area. The Hyperion service area consists of a series of local, collector and
interceptor sewers terminating at the HTP. 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 ("NElS"), the North Central Outfall Sewer
("NCOS"), the North Outfall Sewer ("NOS"), and the North Outfall Replacement Sewer ("NORS").
Hyperion Treatment Plant. The existing HTP, designed for an average flow of 450 mgd,
currently treats an average flow of approximately 288 mgd. The HTP has a total wet weather flow
capacity of 850 mgd. The HTP provides secondary treatment utilizing the pure oxygen activated sludge
process.
The City has entered into two agreements with DWP to provide for steam and power to the HTP.
Pursuant to a gas transfer/power purchase agreement between the City and DWP, the City delivers to
DWP its surplus methane gas from the HTP in exchange for power from DWP at a significantly reduced
rate. Pursuant to an operating agreement between the City and DWP, DWP supplies steam from its
Scattergood Generating Station to the adjoining HTP in return for a conversion charge. A steamline has
been constructed between the Scattergood Generating Station and the adjoining HTP to provide the HTP
with the inexpensive process steam. DWP has notified the City of its intent to terminate the steam and
power agreements at the end 0[2014. The City is in negotiations with a company to beneficially reuse the
digester gas for power and steam production at the HTP.
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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 HTP. In Fiscal
Year 2012, the DCTWRP and the LAGWRP returned a total of 8.3 mgd of sludge to the HTP 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 five mgd of wastewater. Reclaimed water from the TIWRP
is sold by DWP for its own account.
The following table sets forth the System wastewater flows for Fiscal Years 2003 through 2012
for each treatment plant. The decrease in wastewater flow over the last decade is attributable to water
conservation efforts and, for more recent years, dry weather. The City expects that the wastewater flow
has generally stabilized and will not decrease materially below current levels. The rate increases
undertaken by the City in Fiscal Years 2011 and 2012 took into account the lower wastewater flow. See
"Financial Operations of the Wastewater System - Number of Customers and Billable Wastewater
Volume" herein.
TABLE 2
HISTORIC WASTEWATER FLOW
(Amounts in Million Gallons Per Day)
Fiscal Year
Ended June 30

HTP

LAGWRP

DCTWRP

TIWRP

TOTAL

2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

342
339
358
337
341
322
314
300
300
288

16
16
16
15
17
17
19
20
20
20

61
61
57
54
54
48
48
48
47
46

16
15
16
16
16
16
16
16
16
14

435
431
447
422
428
403
397
384
383
368

Source: City of Los Angeles, 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.
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, including sewers with
diameters that are 36 inches or larger and pay shares of half the costs of sewers with diameters that are 30
to 36 inches in diameter, 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 throngh 2029. Certain of the Agencies have
requested incremental extensions of their contracts. 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"). The nine SDC Entities operating under the older SDCs account for 0.6 mgd, which is I % of
the 29 Entities' total flow. 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.
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Flow Contributed by the Entities. The Entities contributed approximately 14 percent of the
System flow in Fiscal Year 2012. The five largest Entities (Beverly Hills, Los Angeles County Sanitation
District Number 4, Culver City, Glendale and Santa Monica) accounted for approximately 76 percent of
the 29 Entities' total flow. The next five largest Entities accounted for approximately 17 percent of the
Entities' total flow. The following table sets forth the largest Entities and the flow contributed by each.

MAJOR SUBSCRIBING

TABLE 3
ENTITIES AND FLOW CONTRIBUTED
Fiscal Year 2012
Actnal
Flow
(mgdj'"

Entities
Glendale
Santa Monica
Beverly Hills
Culver City
Los Angeles County Sanitation District #4

14.67
11.36
4.87
3.87
3.17

Burbank(2)
San Fernando
Crescenta Valley Water District
EISegundo

2.64
1.87
1.47
1.43

Marina Del Rey

1.26

Los Angeles County Sanitation District #5
Universal City
Veterans Administration
Los Angeles County Sanitation District # 16

0.80
0.62
0.47
0.39

Las Virgenes Municipal Water District
Los Angeles County Sanitation District #9
All Others
Total

0.35
0.22
0.50
49.96

Source: City of Los Angeles, Bureau of Sanitation.
"mgd" means million gallons per day.
(2)
Reflects the flow that was used in billing Burbank for its wastewater service. However, this amount may be revised due to
flow monitoring issues that are still being resolved.
(1)

Other Treatment Facilities. The City of Burbank independently owns and operates a wastewater
treatment facility capable of treating up to nine mgd of Burbank's wastewater flow. The remaining flow
and the biosolids from Burbank's plant are deposited into the System. Burbank could expand its facilities
to treat all of the wastewater now produced in Burbank. However, any biosolids generated by 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 all 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
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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 2008 through 2012. These amounts constituted approximately 3% of total System revenues
in Fiscal Year 2012.
TABLE 4
SEWER CONSTRUCTION AND MAINTENANCE FUND
CONTRACTUAL WASTEWATER SERVICES RECEIPTS
CASH BASIS (UNAUDITED)
(in Thousands)
Wastewater Service
Contract Receipts

Operation and Maintenance'"
Capital(2)
Total(3)

Fiscal Year Ended June 30
2008

2009

$ 13,041
14,942
$ 27.982

$ 12,887
13,411
$ 26.298

2010
$ 16,097
15,382
$ 31.479

2011

2012

$ 12,991
9,757
$.2.2.748

$ 15,848
8,946
$ 24.794

Source: City of Los Angeles, Department of Public Works - Office of Accounting, from records of the City Controller.
Higher amounts for Fiscal Year 2010 include payments relating to higher than usual wastewater flows from certain
Agencies. Higher amounts for Fiscal Year 2012 include payments that would usually be paid in 2011.
(2)
The Entities' shares of the System's capital costs decreased as the total capital costs of the System have decreased. In
(1)

(3)

addition, the proportion of capital costs
conveyance projects) decreased as the
defined) goals. The City anticipates the
in future years.
Total may not equal sum of components

that were billable to the Entities (i.e., the costs associated with treatment and larger
City focused its resources on replacing smaller sewers to meet its CSSA (herein
total capital costs of the System and the Entities' shares of those costs will increase
due to rounding.

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, the
City does not represent that any existing or additional safety and security measures will be adequate in the
event that terrorist activities are directed against the System or that costs of security measures will not be
greater than currently anticipated. Further, damage to components of the System could have a material
adverse impact on the City's expenditures for repairs to the System. See "Security and Sources of
Payment for the Series 2013-A Subordinate Bonds - Insurance and Condemnation" herein for a
description of insurance for the System.
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 of the City Council, the City Controller and City Attorney are
elected officials.
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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. 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 pnblic facilities, and coordinates the issuance of certain activity permits for use of Cityowned property. An organization chart of the structure of the City government, the Department of Public
Works, the Bureau of Engineering and the Bureau of Sanitation is on the following page.
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Office of Accounting
The Office of Accounting of the Board of Public Works (the "Office of Accounting") provides
the accounting and financial services to the Department of Public Works for all 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.
Bnreau 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 varions City projects, negotiates and
administers short-term rentals of property acqnired by the City, sells City-owned properties and examines
titles and processes title transfers. For major design projects, such as the current Air Treatment Facilities
and the rehabilitation of the North Outfall Sewer, the Bureau of Engineering's staffis 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, four Assistant Directors and a Chief Financial Officer, who together constitute the
Bureau of Sanitation's Executive Office, head the Bureau of Sanitation. There are Assistant Directors in
charge of the RTP, DCTWRP, LAGWRP and TIWRP; the Collection System, engineering services and
watershed management; Technical Services; and Solid Resources Management. All Assistant Directors
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
Enviromnental 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.
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The Financial Management Division handles financial matters including the development and
implementation of policies and procedures. The manager of this division and the manager of the
Administrative Division report directly to the Chief Financial Officer.
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 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 2013 Capital Program includes approximately 121 separate
projects, which require the procurement of many contractors. Construction contracts are awarded by
competitive bid and require satisfactory bonds. "'11firms 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 Cll' 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 $916 million during the five-year period from Fiscal Year 2013 through Fiscal Year 2017.
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Prior Year Expenditures
The following table sets forth the capital expenditures made by the City for the CIP from Fiscal
Years 1987 through 2012.
TABLE 5
WASTEWATER CAPITAL IMPROVEMENT PROGRAM EXPENDITURES
Fiscal Years 1987 through 2012(1) (Unaudited)
(in Thousauds)
Fiscal Year
Ended
June 30
PriorYcars (2)
2003
2004
2005
2006
2007
2008
2009
2010
2011(7)
2012(7)

Total

System-Wide
Wastewater Treatment
Collection
and Pumping Hyperion Other(3)
Total
$1,099,446

$1,771,629

$219,946

$1,991,575

239,377
172,032
112,566
142,976
111,754
112,571
155,827
104,190
83,180
48,480
~2,38Z 322

29,681
27,120
17,089
26,251
27,784
8,461
38,458
27,188
44,248
19,430
$203733.2

8,101
8,303
25,276
31,573
60,572
31,624
12,311
21,489
9,501
8,070
$436,166

37,782
35,423
42,365
57,824
88,356
40,085
50,769
48,677
53,749
27,500

$2,474 Ills

Major Capital

Capital

Improvement'"

Labor'"

$3,091,021

$1,022,883

$4,113,904

277,159
207,455
154,931
200,800
200,110
152,656
206,596
152,867
136,929
75,980
$A,856,5Q4

63,310
67,024
71,141
76,717
84,953
79,431
69,938
75,538
61,549
50,318
$J 722,llll2

340,469
274,479
226,072
277,517
285,063
232,087
276,534
228,405
198,478
126,298
Sill,512,3Q6

Total(6)

Source: City of Los Angeles, 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.
(2)
Includes capital improvements from Fiscal Year 1987 through Fiscal Year 2002.
(3)
Includes LAGWRP, DCTWRP, and TIWRP projects.
(4)
Represents the sum of System-wide collection and pumping expenditures and wastewater treatment expenditures.
(1)

(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

(6)

Represents the sum of major capital improvement expenditures and capital labor expenditures.
Capital expenditures in Fiscal Years 2011 and 2012 were reduced pending the outcome of the rate adjustment process.

contributions, through the City, to LACERS.
(7)

Current Major Projects of the Wastewater Capital Improvement Program
Projects under Construction. The following projects are currently under construction. The cost
estimates set forth below may be increased and expected completion dates may be delayed due to
unexpected events, circumstances or conditions. See "- Financing Plans for the Wastewater Capital
Improvement Program" herein.
Air Treatment Facilities. The City is constructing three air treatment facilities along large
interceptor sewers at an estimated cost of $45 million, of which $15 million remains to be spent.
Construction of the first two air treatment facilities has been completed. Construction of the third facility
began in October 2012, with completion scheduled in June 2014.
Wastewater Control System Replacement Projects. The City has two projects to replace and
upgrade the existing distributed control system and supervisory control and data acquisition system at an
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estimated cost of $40 million, of which $38 million remains to be spent. Construction of the projects
began in January 2012, with completion scheduled before 2017.
Venice Pumping Plant Dual Force Main. The City is planning the construction of 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 $53 million. However, the construction start and end dates for this project are
unknown because of litigation relating to requirements under the California Environmental Quality Act.
Secondary Sewer Renewal Program. In addition to these individual projects, the City's
Secondary Sewer Renewal Program ("SSRP") will comprise a large portion of the CIP. The City has
agreed to renew a rolling three-year average of 60 miles of sewers per year starting from Fiscal Year 2008
through 2014 pursuant to the Collection System Settlement Agreement ("CSSA"). The majority of these
projects will be renewals of secondary sewers. The SSRP includes 8I projects for Fiscal Years 2013
through 2017 and is projected to cost an aggregate $90 million. See "Regulatory Requirements Affecting
Operation of the System- Collection System Settlement Agreement" herein.
The Northeast Interceptor Sewer, Phase 2A. The City is planning the construction of 3.67 miles
of sewer to relieve the NOS from just south of the Los Angeles Glendale Water Reclamation Plant
downstream to the existing NElS. The estimated cost of this project is $180 million, including $130
million through Fiscal Year 2017. Construction of the project is scheduled to start in September 2014,
with completion in December 2017.
Additional Projects. In addition to the above, the City plans to spend $590 million through Fiscal
Year 2017 to fund over 75 additional projects. These projects include sewer rehabilitations, new sewers
and rehabilitations and process enhancements at the four treatment plants.

31
236670.6037298 OS

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 2013 through 20 17.
TABLE 6
SUMMARY OF CAPITAL IMPROVEMENT PROGRAM
Fiscal Years 2013 through 2017
(in Thousands)
Fiscal
Year
Ending
June 30
2013(4)
2014(4)
2015
2016
2017
Total

Major Capital Improvement/!'
Collection and Wastewater
Treatment(2) System-wide
Pumping
$

50,800
82,000
123,400
136,000
138,500
530,7QQ
~

42,800
57,400
77,100
68,400
60,100
L305,8QO
$

$ 22,700
21,400
7,400
5,200
22,400
79,100

s

Sub-Total
Non-Labor

Capital
Labor(3)

$ 116,300
160,800
207,900
209,600
221,000
215600

$ 60,300
73,200
77,600
79,100
80,700
$320..200

s

Total
$

s

176,600
234,000
285,500
288,700
301,700
1,286 iQQ

Source: City of Los Angeles, Bureau of Sanitation.
Estimated.
(2)
Includes the HTP, LAGWRP, DCTWRP, and TIWRP projects.
(l)

(3)

Includes retirement contributions for System staff who work on the eIP. 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).
(4)

Capital expenditures in Fiscal Year 2012 were reduced pending the outcome of the 2012 rate adjustment process described
herein. Planned capital expenditures for Fiscal Years 2013 and 2014 reflect incremental increases to capital expenditures
from the reduced Fiscal Year 2012 levels.

Integrated Resources Plan. In 2006, the City completed an Integrated Resources Plan ("IRP")
for the period through Fiscal Year 2020 that evaluated the needs of the System in conjunction with water
reclamation, groundwater recharge, and storm water management. The projects set forth under the IRP
constitute a portion of the projects to be completed pursuant to the City's CIP, which accounts for
projects for the next ten years. The timing and cost of individual projects depends on actual and projected
wastewater flow, and other factors affecting operation and maintenance.' Additional projects may be
required pursuant the IRP depending on system flow, regulatory requirements and other factors. The IRP
proposes capital improvements in the last three years of the plan (2018 through 2020) that are currently
estimated to cost $150 million. As described above, the CIP includes a total of $916 million of capital
projects through Fiscal Year 2017.
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 Capital Improvement Program" below.
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, Assistant Directors, and
Financial Manager of the Bureau of Sanitation and the Wastewater Deputy City Engineer annually
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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. The last such audit of the Bureau of Sanitation, dated January IS, 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,
upgrades, programs and strategies necessary to move the City's sewage from homes and businesses
through the primary and secondary sewer drainage basins to the wastewater treatment and water
reclamation plants.
Financing Plans for the Wastewater 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 $771
million of the CIP expenditures from Fiscal Years 2013 through 2017 will be financed through the
issuance of bonds, notes or other forms of indebtedness.
Senior Lien Bonds and Subordinate Bonds are issued pursuant to the Charter of the City and the
Authorizations under which the voters of the City authorized the issuance of wastewater system revenue
bonds and notes in an aggregate principal amount of $3.5 billion, of which $263.2 million remains to be
issued. The voters of the City subsequently approved a new Charter which became effective July 1,2000.
Under the new Charter, additional revenue bonds and notes of the City may be issued upon adoption of a
procedural ordinance and without any further authorization by the voters of the City.
The City had $163.3 million aggregate principal amount of outstanding loans from the Clean
Water State Revolving Fund (the "SRF") as of March I, 2013. The City's existing SRF Clean Water
loans will be paid through Fiscal Year 2025. The City has negotiated an initial financing agreement with
the State Water Resources Control Board ("SWRCB") to obtain a $3 million SRF loan for an upcoming
sewer rehabilitation project, a loan which will be forgiven by the SWRCB if the City complies with the
terms of the loan. The City has received $533,345 for the design of the project. However, execution of
the final agreement is pending resolution of litigation related to the bid award of the project. 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 CP Notes.
As of March I, 2013, the SCM Fund had received a total of $174 million in FEMA and State
disaster reimbursements related to earthquake repairs for the System. All earthquake repair projects have
been completed. The SCM Fund may receive approximately $37 million in reimbursements from FEMA,
the State and other City funds, subject to eligibility determinations and the availability of funds. The
financial projections set forth in this Official Statement include the receipt of $29 million reimbursement
from FEMA. The City expects final closeout and payment to occur by Fiscal Year 2015. The City
continually evaluates opportunities for grant funds, but is not currently constructing any large projects
funded by federal or State grants.
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The following table sets forth the projected major funding sources for the Cll' for Fiscal Years
2013 through 2017.
TABLE 7
PROJECTED MAJOR FUNDING SOURCES FOR
W ASTEW ATER CAPITAL IMPROVEMENT
PROGRAM
(in Thousauds)
Fiscal Year Ending June 30
Description

2013

Net Debt Pmancmg'"
Grants / FEMA
WSC(2)Capital Payments
System Revenues
Interest Income
Use of available fund balances
Total(3)

$ 154,144
4,944
8,442
6,549
2,521
0
116,60Q

s

2015

2014

$ 84,820
23,000
10,208
91,000
2,659
22,313
234,000

$

195,212
6,000
18,354
62,820
3,114
0
L2.8:i,500

s

2016
$ 169,482
1,000
18,519
96,463
3,236
0
288,100

s

2017
$ 152,810
1,000
20,321
123,385
3,179
1,004
$.301,1QQ

Total
$ 756,468
35,944
75,844
380,218
14,709
23,317
$.L286,5QQ

Source: City of Los Angeles, Bureau of Sanitation.
See Table 21 hereof for projected debt financings and assumptions relating thereto.
(2)
Wastewater Service Contracts.
(3)
Excludes prior fiscal year's ending fund balance. Total may not equal sum of components due to individual rounding.
(1)

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. 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
constitute the largest component of the System's total operating receipts, having
comprised over 88% of total operating receipts of the System annually from Fiscal Year
2008 through Fiscal Year 2012. Revenues from the sewer service charge are anticipated
to be approximately 90% of Revenues for Fiscal Year 2013.

•

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
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wastewater surcharge and fees are anticipated to be approximately one percent of
estimated Revenues for Fiscal Year 2013.
•

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 1.5 percent of Revenues for Fiscal Year 2013.
•

Wastewater Service Contracts: The wastewater service contracts with the Entities provide
for cost reimbursement of capital and operation and maintenance expenses. Revenues
from WSC operation and maintenance payments are anticipated to be approximately
three percent of Revenues for Fiscal Year 2013.

•

Miscellaneous Fees: These fees include bonded sewer fee, 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 eqnal 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 stmcture. 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 sewer service charge, 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 Sewer Service Charge ("SSC") based on a
rate of $3.57 per 100 cubic feet of wastewater discharged into the System. As described below, the City
has adopted a series of annual SSC rate increases through Fiscal Year 2021. The adopted SSC rate
increases are expected to provide approximately $1.97 billion in additional revenues over the next ten
years to fund $2.26 billion additional capital projects and debt financing relating thereto. The SSC is
expected to provide approximately $516 million in revenue for Fiscal Year 2013. See "Financial
Operations of the Wastewater System - Projected Statement of Revenues and Expenditures" herein.

The current SSC rate and the annual SSC rate increases adopted by the City through Fiscal Year
2021 are set forth in the following table.
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TABLE 8
SEWER SERVICE CHARGE RATE INCREASES

Effective Date

SSCRate
($/hct)

Current Rate
July 1,2013
July 1,2014
July 1,2015
July 1,2016
July 1,2017
July l, 2018
July 1, 2019
July 1,2020

$3.57
3.73
3.97
4.23
4.51
4.80
5.11
5.44
5.80

Percentage Increase
from Prior Year
4.5%
4.5
6.5
6.5
6.5
6.5
6.5
6.5
6.5

The determination of the Sewer Service Charge (the "SSC") for residential customers, including
multiple family dwellings up to four units, is based on winter water uses, 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 l,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, govennnental and other non-residential users, who are billed at
the rate of $3.57 per 100 cubic of 93 percent of total metered water usage effective July 1, 2012. The
default percentage discharge may be adjusted within a range of90 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.
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The ten largest customers of the System for Fiscal Year 2012 provided approximately five
percent of the SSC revenue. The following table sets forth the SSC for each of the ten largest customers:

TABLE 9
SEWER SERVICE CHARGE BILLED TO
TEN LARGEST CUSTOMERS
Fiscal Year 2012
User

Customer Type

SSC Billed

Los Angeles Unified School District
County of Los Angeles

School district
Government
Government
Education
Petroleum product refiner
Brewing company
Education
Government
Apartment complex
Property maintenance; real
estate agents and
managers

$

City of Los Augeles
University of California - Los Angeles
ConocoPhillips
Anheuser-Busch, Inc.
University of Southern California
US Government
Park La Brea
Henry Weiss

2,525,699
1,471,130
1,319,218
1,083,348

$

TOTAL

3,856,322
3,818,175
3,570,242
2,945,210
2,737,941

1,015.375
24.345,660.:.;2

Source: City of Los Angeles, Bureau of Sanitation.
Total cash basis sse revenue for Fiscal Year 2012 was $456,308,450.

(1)

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 andlor 275 milligrams per liter ofSS (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 1,2012, the QSF rates have been $0.377/lb for BOD and
$0.380/1b for SS.
The City has adopted a series of annual QSF rate increases that will go into effect through Fiscal
Year 2021, which increases are expected to provide approximately $22 million in additional revenues
over the next ten years. The QSF is expected to provide approximately $6.5 million in revenue for Fiscal
Year 2013. See "Financial Operations of the Wastewater System - Projected Statement of Revenues and
Expenditures" herein.
The current QSF rate and the annual QSF rate increases adopted by the City through Fiscal Year
2021 are set forth in the following table.
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TABLE 10
QUALITY SURCHARGE FEES RATE INCREASES

Effective Date
July 1,2012
July 1,2013
July I, 2014
July 1,2015
July 1,2016
July 1,2017
July 1,2018
July 1,2019
July 1,2020

BOD Rate
($/pounds of BOD)
$0.377
0.393
0.416
0.441
0.470
0.500
0.533
0.567
0.604

Perceutage
Increase from
Prior Year
4.0%
4.0
6.0
6.0
6.5
6.5
6.5
6.5
6.5

SS Rate
($/pounds of SS)
$0.380
0.395
0.419
0.444
0.472
0.503
0.536
0.571
0.608

Percentage
Increase from
Prior Year
4.0%
4.0
6.0
6.0
6.5
6.5
6.5
6.5
6.5

Most of the QSF revenue is attributable to certain large customers of the System. A single
industrial user, Anheuser-Busch, Inc., with a total surcharge of $2,163,747, accounted for approximately
21 percent of the QSF revenue in Fiscal Year 2012. Baxter Healthcare Corporation is the second largest
QSF revenue contributor with a total surcharge of $978,874. Juanita Foods, Hostess Brands, and Darling
International followed with total surcharges of $571,412, $315,295 and $301,858 in Fiscal Year 2012,
respectively.
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 SSe. 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"
the City through Fiscal Year 2021 are set forth in the following table.

SSC rate increases adopted by

TABLE 11
"LOW-STRENGTH" SSC RATE INCREASES

Effective Date
July 1,2012
July 1,2013
July 1,2014
July 1,2015
July 1,2016
July 1,2017
July 1,2018
July 1,2019
July 1,2020

"Low-Strength" SSC Rate
($/hcf)
2.477
2.588
2.756
2.936
3.126
3.330
3.546
3.777
4.022

Percentage Increase
From Prior Year
4.5%
4.5
6.5
6.5
6.5
6.5
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 ("ID") in possession of a
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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 $264 to $3,167 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 2012, 16,634 local IUs were permitted to discharge to the
System. Permit Application Fees are currently $385. The City also has established Significant Industrial
User ("SIU") fees. All IUs with discharges in excess of25,000 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 244 SIUs currently regulated by
the City. Existing SIU fees range from $2,551 to $4,533, depending on the SIU classification. The City
has adopted a series of annual increases through Fiscal Year 2021 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 2.5 percent of estimated Revenues for Fiscal Year 2013.
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, 2012, approximately 9,417 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 $385 and pay an annual Inspection and Control Fee of $264.
As of June 2012, the City also permits and regulates approximately 1,503 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.

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 2013-A Subordinate Bonds. These
contracts generally extend through the useful life of the facilities which transport or treat the respective
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Entity's wastewater. However, all Sewage Disposal Contracts are subject to renegotiation as described
below. See 'The Wastewater Service Area and Facilities - Subscribing Agencies" herein.
Historical Sewer Rates and Charges
The following table sets forth the City's SSC, QSF and SFC from Fiscal Years 2009 through
2013.

SEWER CONSTRUCTION

Fiscal Year
Ended June 30
2009
2010
2011

201i')
2013(6)

Sewer
Service

Charge'"
$3.27
3.27
3.27
3.42
3.57

TABLE 12
AND MAINTENANCE FUND RATES AND CHARGES
Fiscal Year 2009 through 2013

Quality Surcharge
BOD
$0.349
0.349
0.349
0.363
0.377

Fees(2)
SS
$0.351
0.351
0.351
0.365
0.380

Sewerage Facilities
Cbarge
(per 100 gal. avg. flOW)(3)
$325.00
325.00
325.00
413.00
413.00

Typical Monthly
Single Family
Residential SSC(4)
$29.97
29.97
29.97
31.22
32.13

Source: City of Los Angeles, Bureau of Sanitation.
(1)
This charge is based on dollars per 100 cubic feet (her Of 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 90% of total metered water usage through AprilS, 2012. See "Financial Operations of
the Wastewater System - Sewer Rates and Revenues" herein for a description of adjustments to the default percentage
discharge for commercial customers through Fiscal Year 2021.
(2)
The surcharge is based on a rate per pound of BOD or SS in excess of domestic strength wastewater.
(3)
Sewerage Facilities Charge includes strength charges based on 265 mglL BOD and 275 mg/L SS.
(4)
These figures do not reflect effects of low-income assistance program. Amounts based on average billable wastewater
volumes of approximately nine hcf per month, projected as of 2013.
(5)
Rates and charges effective as of April 6, 2012 through the end of fiscal year 2012.
(6)
Rates and charges effective as of July 1,2012. The rates and charges, except for the SFC, will increase each year thereafter
until July 1,2020. See "Financial Operations of the Wastewater System - Sewer Rates and 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 Couucil. The City
Council is required under the City Charter, to adopt the proposed budget, as modified, by June I. 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 July 1, 2020 without further action by the City. See "Financial Operations of the
Wastewater System - 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 Sewer
Service Charge and the Quality Surcharge Fee, the only user fees to which Proposition 218 applies.
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 XIIID 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 XmD ("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 XmD 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.
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
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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 2013-A 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 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.
Article XmD 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 XmD 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 XmD 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.
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 XIlID. 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 XmD in connection with such proposed increase. No assurance can be given that
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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 XIlID
(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. The DWP is working with MWD to develop
supply reliability for the City and all of MWD's service area. MWD has developed an Integrated
Resources Plan that seeks to implement a balanced water supply mix which will allow it to provide a
reliable, long-term water supply for Southern California. However, 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. See also "- Number of Customers and
Wastewater Usage," below.
The adequacy of DWP's water supply is affected by many factors, including but not limited to
armual snowpack and rainfall, population growth, water use, groundwater basin quality and recharge
trends, federal and State enviromnental rules and regulations, enviromnental restoration commitments,
water quality, climate change, and area of origin issues. Sustained drought conditions or continued 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 and/or distribution capabilities ofDWP, 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 - Risks Relating to the
Water Supply" herein.
City Water Supply Plan. The City has developed a Water Supply Action Plan (the "Water Supply
Plan") to address Los Angeles' water needs through 2030 through, among other things, water
conservation and water recycling. The Water Supply Action Plan seeks to develop water supply
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sustainability to the City through development of local resources and no net increase in imported water
supply deliveries. The City expects that, with coordinated efforts with MWD and DWP, MWD's and
DWP's water supplies will be sufficient to meet the City's future demands.
Number of Customers

aud Billable Wastewater

Volume

The following table sets forth the number. of wastewater
wastewater volume subject to SSC during the past five fiscal years.

system customers

and billable

TABLE 13
WASTEWATER SYSTEM CUSTOMERS AND
BILLABLE WASTEWATER VOLUME
Number of Customers
Fiscal Year Euded June 30
Customer

Class

Single Family
Small Multifamily
Large Multifamily
Commercial/Industrial
All Others
Total Customers

2008

2009

461,988
72,114
43,442
57,204
4,911
639,659

461,209
72,063
43,429
56,818
4,963
638,482

2010

2011

2012

463,999
71,909
43,391
56,406
4,992
64Q,697

474,442
71,471
43,749
56,221
4,974
650,857

478,925
71,871
44,092
56,806
5,126
656,82Q

Billable Wastewater Volume'"
Fiscal Year Ended June 30
Customer

Class

Single Family (2)
Small Multifamily"
Large Multifamily"
CommerciallIndustriat3)
All Others'"
Total Billable Wastewater Volume

2008
56,702
13,903
50,210
36,523
4,862
162,201

2009

2010

2011

2012

54,230
14,496
49,003
34,533
4,790
157,052

55,736
14,727
46,032
31,912
3,942
152,342

51,125
14,183
45,836
31,767
4,276

50,693
13,711
46,071
31,584
4,663

ill,l81

14.6.,122

Source: City of Los Angeles, Bureau of Sanitation.
(2)

In thousands of hcf (hundred cubic feet).
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

(3)

Billable wastewater volume was generally equal to 90 percent of total annual water sales volume. All customers who can

(I)

compensation

factor.

demonstrate that their billable wastewater volume is less than 72 percent of annual water sales were billed at the lower estimate.
See "Financial Operations of the Wastewater System - Sewer Rates and Revenues" for a description of adjustments to the default
percentage discharge for commercial customers through Fiscal Year 2021,

Reductions in billable wastewater volume in Fiscal Years 2008 through 2012 were caused by
slight changes in the number of customers and the success of water conservation measures, which were
voluntary in Fiscal Years.2008 and 2009 and mandatory beginning June 1,2009. Although the number of
customers increased in Fiscal Years 2010 through 2012, the billable wastewater volume continued to
decrease due to water conservation. The lower billable wastewater volumes resulted in reductions in
revenue that would otherwise have been generated had the wastewater volume not declined in Fiscal
Years 2008 through 2012 of approximately $7 million, $24 million, $40 million, $57 million and $26
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million respectively. These reductions were accounted for in the rate adjustment calculations. In addition,
the adjustment to the default percentage discharge for commercial customers from 90 percent to 93
percent in 2013 and projected population increases are expected to result in an increase of billable
wastewater volume in the future. See "Financial Operations of the Wastewater System - Sewer Rates and
Revenues - Sewer Service Charge" herein.
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The following table sets forth the projected number of System customers and billable wastewater
volume subject to SSC for Fiscal Years 2013 through 2017.
.
TABLE 14
PROJECTED WASTEWATER SYSTEM CUSTOMERS
BILLABLE WASTEWATER VOLUME

Customer

Class'"

Single Family
Small Multifamily
Large Multifamily
Commercial/Industrial
All Others
Total Customers

Customer

2013
480,450
71,880
44,110
56,830
5,130
658.400

Class(l)

2013

Single Family'"
Small Multifamily(3)
Large Multifamily'"
Commercial/Industrial"
All Others(4)(5)
Total Billable Water Sales

53,812
14,091
48,040
33,827
5,232
155,002

AND

Number of Customers
Fiscal Year Euded Juue 30
2014
2015
2016
480,630
71,890
44,130
56,850
5,130
658.630

480,820
71,900
44,150
56,870
5,140
658.880

481,010
71,910
44,180
56,890
5,140
659.130

Billable Wastewater Volume(2)
Fiscal Year Ended June 30
2014
2015
2016
53,833
14,093
48,096
33,839
5,237

15.5.,9.2£

53,854
14,095
48,152
33,852
5,241
ill, 124

53,875
14,097
48,207
33,864
5,245
155,288

2017
481,190
71,920
44,200
56,910
5,150
659.370

2017
53,896
14,099
48,263
33,876
5,249
155,383

Source: City of Los Angeles, Bureau of Sanitation.
(J)
Assumes growth rate 0[0.04 percent.
(2)

(3)

In thousands ofhcf (hundred cubic feet).

Billable wastewater volume for single family and multifamily dwellings of up to four units are based on each residential
minimum average daily water consumption during the winter water use period, as adjusted by a dry weather
compensation factor.

customer's
(4)

(5)

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 "Financial Operations of the Wastewater System - Sewer
Rates and Revenues" for a description of adjustments to the default percentage discharge for commercial customers through
Fiscal Year 2021. 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.
Prior to April 6, 2012, certain public agencies only paid the O&M portion of the SSC. This was reflected on their bills as an
adjustment to the volume, rather than the rate. The Fiscal Year 2013 Billable Wastewater Volumes reflect the full volume,
for which the agencies now pay both the O&M and capital share of the SSC.

Billing and Collection

Sewer Service Charge. Billing and collection services for the SSC are provided by the DWP.
Residential customers are predominately billed bimonthly and commercial customers are generally billed
on a monthly basis. Some customers whose bills are disputed are billed by the Office of Finance. The
DWP prepares a single bill covering charges for water, electric, sewer, solid waste collection and
recycling services, multi-family bulky item collection, and State and local taxes. The DWP transfers
projected SSC revenue to the SCM Fund on a weekly basis. The first three transfers of the month are
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based on expected revenues. The last payment of the month is adjusted for the actual revenues received
for the month, less a monthly billing and collection fee of $248,400.
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
following billing period are credited first to the services in arrears, and then 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.
The 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 andlor 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, the 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 2012, $4,532,786 was written off in this manner.
In 2013, DWP will be replacing their billing system. For a period of time after the
implementation of the new system, it is possible that the normal delinquency procedures will be delayed
or suspended pending confirmation that the delinquencies are not being artificially created by the billing
system.

47
236670.6037298 OS

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 Service Area and
Facilities-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 in advance 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:
TABLE1S
BUREAU OF SANITATION AUTHORIZED

POSITIONS

Authorized Number
of Positions
1,475
1,350

Fiscal Year Ending
June 30
2009
2010
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1,318
1,251
1,249

2011
2012
2013

The Bureau of Sanitation workforce is 99% unionized under the Coalition of Los Angeles City
Unions, the non-coalition Engineers and Architects Association, and the non-coalition Service Employees
International Union - Units 8 and 17. The City's memoranda of understanding with the majority of
bargaining units represented by the Coalition of Los Angeles City Unions and the Service Employees
International Union - Units 8 and 17 are effective through Fiscal Year 2014. The City's contracts with
the Engineers and Architects Association and the.~~~~1'Ilati0I?:fll
Union of Operating Engineers (MOU 9)
are effective through Fiscal Year 2013. [UPda\~/;tvailable?] See Appendix A "City of Los Angeles
Information Statement - Financial Operations - Labor Relations" attached hereto.
During Fiscal Year 2010, as part of the Early Retirement Incentive Program described in
Appendix A hereto, certain System positions were eliminated and many employees performing work for
the System received work hour reductions ranging from 59.5 hours to 26 days. There were no such work
hour reductions in Fiscal Years 2011 and 2012, and no work hour reductions are expected for Fiscal Year
2013. The System has not experienced any work stoppage since 2006 and does not anticipate any work
stoppage.
Retirement and Other Postemployment

Benefits Contributions

The City's armual 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 - "City of Los Angeles Information Statement - Financial Operations - Retirement and
Pension System" and "- Other Post-Employment Benefits" 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 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.
As of June 30, 2012, the System's percentage share of the City's pension and OPEB costs was
[6.72]%. 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 2008
through 2012.
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TABLE 16
SEWER CONSTRUCTION AND MAINTENANCE FUND
RETIREMENT AND OPEB CONTRIBUTIONS

Fiscal Year
2008
2009
2010
2011
2012

Total City
Contrlbution'"

Wastewater System
Contribution'"

$338,914,000
312,658,000
298,215,000
339,135,429
342,187,611

$23,802,612
22,726,656
21,539,812
22,787,102
28,896,535

Wastewater System
Percentage
7.02%
7.27
7.22
6.72
8.44

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.
(I)

The System's contribution to the City's pension and OPEB costs for Fiscal Year 2013 is expected
to be $29,965,576, which is approximately 8.76% of the City's pension cost and 3.96% of the System's
budget. The City is currently projecting significant increases to the amount it will contribute to LACERS
over the next three years. See Appendix A - "City of Los Angeles Information Statement - Financial
Operations - Retirement and Pension System" and "- Other Post-Employment Benefits" attached hereto
for a description of the City's historical and current projected pension and OPEB contributions. Because
of the manner in which the SCM Fund retirement and OPEB contributions are determined, the City's
projected retirement and OPEB contribution increases will impact the SCM Fund beginning in Fiscal
Year 2013. 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 labor-related projections set forth in the forepart of this Official Statement include projected
retirement cost components that were based on data available as of June I, 2012. Such projected
retirement costs preceded the City's current retirement contribution projections, as set forth in
Appendix A, which are expected to change based on the strategies used by the City to address its
projected retirement contribution increases. The City'S current retirement contribution projections, as set
forth in Appendix A, are based on information 'provided by LACERS' actuary. LACERS' current
actuarial assumptions are based on the results of its recent triennial experience study for three-year period
from July I, 2008 through June 30, 2011, dated September 30, 2011. These assumptions include a
reduced assumed investment rate ofretum (from 8% to 7.75%), which became effective with the actuarial
valuation for the year ended June 30, 2011 and will be phased in over five years. 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.
Cash Receipts and Disbursements
The following table sets forth unaudited cash receipts and disbursements of the SCM Fund for
Fiscal Years 2008 through 2012.
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TABLE I?
SEWER CONSTRUCTION
AND MAINTENANCE FUND
SUMMARY OF OPERATIONS AND DEBT SERVICE COVERAGE
CASH BASIS (UNAUDITED) (in Thousands)
Fiscal Year Ended June 30
OPERATING RECEIPTS
Sewer Service Charge
Sewerage Facilities Charge
Industrial Waste Fees(1)
Wastewater Service Contracts'"
Interest Income'"
Other
Total Operating Receipts
Non-Operating Revennes(4)
TOTAL REVENUES
LESS OPERATING EXPENSES(5)
NET REVENUES
SENIOR DEBT
Debt Service'"
Debt Service Coverage''"
SUBORDINATE DEBT SERVICE
Commercial Paper Notes
Variable and Fixed Rate Subordinate Bonds
State Revolving Fund Loan
TOTAL DEBT
Debt Service without SRF Loans(6)
Debt Service Coverage'f
NET REVENUES AFTER DEBT SERVICE
NON-OPERATING REVENUES
Grant Reimbursement
Wastewater Service Contracts"
FEMA Reimbursement
Total Non-operating Revenues
NON-OPERATING EXPENSES
Deposits to Escrow Accounts'"
BALANCE AVAILABLE(9)

2010

2012

2008

2009

2011

$468,964
10,520
17,016
13,041
16,695
4,201
$53Q,437
3,401
$533,838
257,592
$276,246

$480,840
6,082
17,516
12,887
6,310
2,743
$526,378
7,179
$533,557
275,179
$258,378

$478,333
4,172
16,065
16,097
3,743
7,890
$526,300
2,756
$529,056
238,635
$290,421

$477,118
10,219
17,135
12,991
3,789
4,317
$525,569
6,179
$531,748
254,727
$277,021

$456,308
4,606
15,399
15,221
3,845
1,739
$497,118
14,163
$511,281
267,850
$243,431

$ 80,433
3.43x

$ 82,176
3.l4x

$102,818
2.82x

$107,579
2.58x

$112,551
2.16x

$

$ 4,206

$

3,677
72,424
13,605
$170,139
156,534
1.76x
$1lliiJ07

875
56,760
13,605
$174,058
160,453
1.81x
$116,363

$

54,121
13,605
$154,108
140,503
1.84
$104,27J}

301
59,010
13,605
$180,495
166,890
1.66x

$0
70,664
13,605
$196,820
183,215
1.33x

L26.,lli

:I>

$

$

$

$

3,471
14,942
2,922
$..21.134

0
13,411
211
13,622

s

$ 1,412
$126,022

$ 3,628
$114,264

0
15,382
5
$ 15,387

0
9,757
1,088

LlQ,84j

$
0
$131,750

4,335
$103,03(i

46,611
$1,340
9,541
__ 0

s

10,881

_0
$57,422
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Source: City of Los Angeles, Office of Accounting.
Includes Quality Surcharge Fees, Permit Application Fees, Inspection and Control Fees, and SID Fees.
(2)
Operations and maintenance portion of Wastewater Service Contract payments (excluding capital charge component, which is not
treated as Revenues).
(3)
Interest on all SCM funds except construction funds. Amounts in the SCM Fund are invested separately from amounts from the City's
General Fund.
(4)
Includes non-operating revenues considered in the debt service coverage calculation as defined in the Wastewater General Resolution.
The increase of $7,984 in Fiscal Year 2012 was due to increased reimbursement from DWP for costs of the advanced water purification
facility at the TIWRP and due to the sale of surplus property.
(5)
Operating expenses for Fiscal Years 2008, 2009, 2010, 2011 and 2012 include sse refunds of approximately $1,221,000, $404,000,
$1,003,000, $149,000 and $476,000 respectively. Operating expenses in 2010 were lower due to mandatory 10% staff furloughs.
(6)
Excludes SRF loan, which is subordinate to the Senior Lien Bonds, the Subordinate Bonds and the CP Notes.
(7)
This category includes only the capital portion of Wastewater Service Contract payments. The Entities' shares of the System's capital
costs decreased as the total capital costs of the System has decreased. In addition, the proportion of capital costs billable to the Entities
(i.e.; the costs associated with treatment and larger conveyance projects) decreased as the City focused its resources on replacing smaller
sewers to meet its CSSA goals. The City anticipates the total capital costs of the System and the Entities' shares of those costs will
increase in future years.
(8)
Release of Debt Service Fund and Reserve Fund monies in connection with the refunding of certain Prior Bonds.
(9)
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.
(1)
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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 18
SEWER CONSTRUCTION AND MAINTENANCE FUND
CASH BALANCES 1N ALL FUNDS (UNAUDITED)
(in Thousands)

2008
UNRESTRICTED FUNDS
Sewer Construction and Maintenance{l)
Sewer Operation and Maintenance(2)
Sewer Capital"
Total Unrestricted Funds

2009

$ 130,693 $ 13,137 $
9,073
7,898
13,361
11,856
Ll53.127 $ 32.891 (4) $

RESTRICTED FUNDS
Construction Funds(5)
$
4,511 $ 120,362
Reserve Funds(6)
98,651
89,610
15,091
18,045
Debt Service Funds
34,962
Operation and Maintenance Reserve
33,355
Insurance and Liability Claims Funds(7)
3,000
3,000
5,000
5,000
Emergency Fund
431
532
Rebate Funds
Total Restricted Funds
5> 150.998 $ 280.552
TOTAL FUNDS

As of June 30
2010
2011

$ 304.125 $3D.443

56,768 $
63,457 $
64,365
31,124
27,595
28,988
25.496
19,947 _--,-I 8~'.L!11,-=,3
113,388~lQ,m$
111,,4M

94,099 $
95,902
13,298
34,277
3,000
5,000
431
$ 246.0075>

$

s

2012

352,325

s

95,412 $
36,027
107,605
100,687
19,045
18,984
34,277
27,277
3,000
3,000
5,000
5,000
431
431
264.770 LJ2L4(l(i
375,762

s

302,812

Source: City of Los Angeles, Office of Accounting, from records of the City Controller.
All Revenues are deposited into this account. Amounts in the SCM Fund decreased from Fiscal Year 2008 to Fiscal Year
2009 as a result of the use of such amounts to pay for construction and related costs. The capital funds within the SCM Fund
were replenished in Fiscal Year 2010 with proceeds of bond issuances, resulting in an increased cash balance for Sewer
O&M. Amounts in the SCM Fund have been temporarily loaned to the City General Fund from time to time. Such loans are
typically repaid to the SCM Fund within a few days, with interest, in each case within the applicable fiscal year. No such
loans have been made in the last several years.
(2)
O&M expenses are paid from revenues transferred from the SCM Fund.
(3)
Grant receipts and Wastewater Service Contract capital payments are deposited into this account.
(4)
The reduction in total unrestricted funds for Fiscal Year 2009 was caused by the City delaying debt issuance for the System
due to market conditions, and instead using cash to finance a larger than expected percentage of construction projects during
the year. Proceeds of debt issuances late in Fiscal Year 2009 and during Fiscal Year 2010 were used for construction
projects, allowing the balance of the unrestricted funds to increase.
(5)
These funds are funded with proceeds of the Senior Lien Bonds and CP Notes.
(6)
These funds are funded with proceeds of Senior Lien Bonds.
(7)
Amounts in these funds are restricted by City accounting practices and not by the General Resolution.

(1)
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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 $6.8 billion in Fiscal Year 2012, representing
an approximate 33 percent increase in investment in the last ten Fiscal Years. Net debt represented
approximately 62 percent of net plant as of June 30, 2012, 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 19
SEWER CONSTRUCTION AND MAINTENANCE FUND
GROWTH IN PROPERTY, PLANT AND EQUIPMENT
(in Thousands)

Fiscal Year
Ended June 30

Property,
Plant and
Equipment
(at cost)

Net Property,
Plant and
Equipment
(depreciated)

2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

$5,122,144
5,369,047
5,513,835
5,711,808
5,902,111
6,063,168
6,332,843
6,541,977
6,684,116
6,804,412

$3,334,472
3,451,307
3,493,370
3,557,060
3,655,261
3,715,623
3,831,965
3,891,258
3,865,681
3,833,970

Total
Debt
$2,297,320
2,217,464
2,289,594
2,246,306
2,202,492
2,271,653
2,405,516
2,505,709
2,567,085
2,454,045

Net
Debt(l)
$2,161,327
2,129,139
2,197,393
2,157,866
2,113,482
2,182,043
2,306,865
2,409,807
2,459,480
2,353,358

Net Debt as
Percent of
Net Plant
64.82%
61.69
62.90
60.66
57.82
58.73
60.20
61.93
63.63
61.38

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

(1)
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Projected Operation

and Maintenance

Expenses

The following table sets forth the projection of total wastewater system operation
maintenance expenses by major service category and expense for Fiscal Years 2013 through 2017.

PROJECTED

TABLE 20
OPERATION AND MAINTENANCE
(in Thonsands)

2013

2014

Conveyance System
$ 49,497 $ 50,599
Wastewater Treatment:
Hyperion System
124,401
122,680
Terminal Island System
14,899
14,893
Total Treatment
131,513
~12,3..illl
Industrial Waste Management
17,300
17,083
Environmental Monitoring and Regulation
19,179
19,092
Administration and General'!'
52,503
52,423
City Support Services'"
15,039
19,601
Total O&M Expenses"
2512.8J..8 .$ 226,371

s

and

EXPENSES

As of June 30
2015

2016

2017

$ 52,116

$ 53,471

$ 54,925

126,346
15,369
141,715
17,843
19,865
55,842
22,910
310,221

129,650
15,792
~45 442
18,493
20,544
59,022
26,021
$.3.22,223

133,121
16,243
142,364
19,213
21,286
62,568
26,626
333,282

s

s

Source: City of Los Angeles, Bureau of Sanitation.
(I)

(2)

(3)

Includes 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. Reflects projected reductions in retirement and postemployment healthcare benefits
costs in Fiscal Year 2013 due to increased employee contributions. See Appendix A - "City of Los Angeles Information
Statement - Financial Operations - Retirement and Pension Systems" and "- Other Post-Employment Benefits".
Includes support services from City Departments or Offices outside of the Bureau of Sanitation. Also includes allowances
for sse refunds and billing services provided by the DWP.
Includes the System's projected share of the City's projected contributions to LACERS, based on projected contributions as
of June 1,2012. See "Financial Operations of the Wastewater System - Retirement Contributions" herein.

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. 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 21
PRO FORMA STATEMENT OF FINANCIAL OPERATIONS
UNDER INDICATED REVENUE LEVELS
(in Thonsands)

Description
REVENUES
Total User Charges Revenue'!'
BABs and RZEDB subsidies'"
Other Revenue(3)
Total Revenues
EXPENDITURES
Operation & Maintenance Expense'"
Debt Service
Senior Lien Bonds
Existing Senior Lien Bonds'"
Series 2013 Senior Lien BonM6)
Additional Senior Lien Bonds(7)
Subordinate Bonds
Existing Subordinate Bonds(8)(9)
Accruals for Subsequent Years(JO)
CP Notes'!"
SRF Clean Water Loans
Deposit to Operating Reserve'l"
Cash Financing of Construction
Additions to Minimum Operating Balance
Total Expenditures'"?

2013

Fiscal Year Ending June 30
2014
2015
2016

$ 524,076

$ 548,960

$ 584,119

[5,891]
45,161
575,]28

5,891
45,540
-.L6QQ,32I

5,891
46,538
636,548

$ 292,818

$ 296,371

$ 310,291

99,205
4,626
4,950

80,080
82,905
2,553
5,898
120
1,600
13,605
13,605
5,825
438
6,549
91,000
71,500
(207)
575,128 JL6QQ,321

:Ii

102,078
0
0

s

:Ii

:I>

$

2017

:I>

622,458
5,891
47,511
615,86J1

$ 663,311
5,891
48,488
:I> 711,620

$

322,993

$ 333,982

101,429
4,626
12,825

94,940
4,626
22,275

80,104
4,626
30,662

91,002
5,475
1,600
13,605
1,716
62,820
31,159
636,548

97,186
5,333
1,600
13,605
1,566
96,463
15,273
615,860

111,412
5,328
1,600
13,605
1,355
123,385
11,631
717,620

:I>

.s

Source: City of Los Angeles, Bureau of Sanitation.
Includes increases effective on each of July 1 from 2013 through 2017.

(I)
(2)

(3)

(4)

(5)

(6)

(7)

(8)

(9)

(10)
(11)

(12)
(13)

Amount for Fiscal Year 2013 reflects reductions in the amount of Refundable Credits as described under "Security and Sources of
Payment for the Series 2013-A Subordinate Bonds - No Pledge of Refundable Credits" and "Risk Factors - Effect of Federal
Sequestration on Refundable Credits" 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.
See Table 20 (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, 2012. See "Financial
Operations of the Wastewater System - Retirement and Other Postemployment Benefits Contributions" herein.
Represents principal and interest becoming due and payable on all Senior Lien Bonds issued and Outstanding in each Fiscal Year, prior
to the issuance of the Series 2013-A Subordinate Bonds and the completion of the refundings relating thereto described under "Plan of
Finance" herein.
Reflects projected debt service on the portion of the Series 2013 Senior Lien Bonds to be issued to fund capital improvements to the
System. Excludes projected debt service on the portion of the Series 2013 Senior Lien Bonds to be issued to refund certain of the City's
Outstanding Bonds, as described under "Plan of Finance" herein.
Assumes interest rate of 5.5 percent for additional Senior Lien Bond issuances and 30-year wrapped debt service principal amortization
structures. Assumes issuances of$101 million, $208 million, $180 million and $161 million in Fiscal Years 2014, 2015, 2016 and 2017
respectively.
Preliminary, subject to change. Represents principal and interest becoming due and payable on all Subordinate Bonds issued and
Outstanding in each Fiscal Year, prior to the issuance of the Series 2013-A Subordinate Bonds and the completion of the refundings
relating thereto described under "Plan of Finance" herein.
Assumes an all-in interest cost of 3. 79 percent for the $151,085,000 portion of the Series 2012-0 Subordinate Bonds associated with the
Swap Agreements, and an all-in interest cost of5.00 percent on the remaining $129,775,000 portion of the Series 2012-D Subordinate
Bonds.
Additional deposits in the Debt Service Fund; amounts are in excess of required monthly principal and interest deposits.
Represents principal and interest becoming due and payable on all CP Notes issued and Outstanding, prior to the issuance ofthe Series
2013-B Senior Lien Refunding Bonds and the completion of the refunding relating thereto described under "Plan of Finance" herein.
Interest at an assumed annual interest rate of3.34 percent on projected CP Notes for Fiscal Years 2013 through 2017.
Reflects excess amounts available for deposit into the Operating Reserve.
Total may not equal sum of components due to individual rounding.
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Outstaudiug Indebtedness

Pursuant to the Authorizations, the voters of the City authorized the issuance of wastewater
system revenue bonds and notes in an aggregate principal amount of$3.5 billion, of which $263.2 million
remains to be issued, prior to the issuance of the Series 2013-A Subordinate Bonds. The voters of the City
subsequently approved a new Charter which became effective July I, 2000. Under the new Charter,
additional revenue bonds and notes of the City may be issued upon adoption of a procedural ordinance
and without any further authorization by the voters of the City. The City has issued a total of
$4,823,761,473.50 principal amount of Senior Lien Bonds, of which $1,146,930,000 is Outstanding, prior
to the issuance of the Series 2013-A Subordinate Bonds and the completion of the refundings relating
thereto. The City has issued a total of $2,730,245,000 principal amount of Subordinate Bonds in the form
of fixed and variable rate bonds, of which $1,307,115,000 is Outstanding, prior to the issuance of the
Series 2013-A Subordinate Bonds and the completion of the refundings relating thereto. In addition, the
City has also 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 under the Letters of Credit for the CP Notes is $200,000,000. CP Notes are currently Outstanding in
the principal amount of $80,000,000.
The Series 2013-A Subordinate Bonds, when issued pursuant to the Subordinate General
Resolution, will be payable solely from Revenues on a basis subordinate to the Senior Lien Bonds, and on
parity with all other Subordinate Bonds issued and to be issued under the Subordinate General
Resolution.
The following table sets forth the Wastewater System Revenue Bonds and CP Notes issued to
date and the respective principal amounts Outstanding, if any.
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TABLE 22
CITY OF LOS ANGELES WASTEWATER SYSTEM
REVENUE BONDS AND COMMERCIAL PAPER REVENUE NOTES
AMOUNTS ISSUED AND OUTSTANDING
(in Thousands) (as of March 1,2013)(1)
Issue
Series
Series
Series
Series
Series
Series
Series
Series
Series
Series
Series
Series
Series
Series
Series

1987
1988
1989
1990-A
1990-B
1991-A
1991-B
1991-C
1991-D
1992-A
1992-B
1993-A
1993-B
1993-C
1993-D

(Refunding)
(Refunding)
(Refunding)
(Refunding)
(Refunding)

Series 1994-A
Series 1996-A (Refunding)
Series 1997-A (Refunding)
Series 1998-A
Series 1998-B (Refunding)
Series 1998-C (Refunding)
Series 1999-A (Refunding)
Series 2001-A, B, C and D
(Subordinate Refunding)
Series 2002-A (Refunding)
Series 2003-A (Subordinate Refunding)
Series 2003-A (Refunding)
Series 2003-B (Subordinate Refunding)
Series 2003-B (Refunding)
Series 2005-A (Refunding)
Series 2006-A, BI, B2, C, and D
(Subordinate Refunding)
Series 2008 A, B, C, D, E, F-l, F-2, G and
H (Subordinate Refunding)
Series 2009-A (Refunding)
Series 2010-A
Series 2010-B
Series 201 O-A (Subordinate)
Series 2012-A (Subordinate Refunding)
Series 2012-B (Subordinate Refunding)
Series 2012-A (Refunding)
Series 20 12-C (Subordinate Refunding)
Series 2012-D (Subordinate Refunding) (2)
CP Notes(3)
Total

Amount Issued
$ 125,000
130,000
160,076
108,715
190,000
112,410
112,875
87,125
200,000
91,890
200,000
301,015
150,000
76,885
388,290
150,000
72,520
35,250
253,955
120,855
63,705
88,390
308,600
102,850
365,510
204,335
269,450
225,510
300,655

Amount Outstanding

*

*

*

*
*
*
*
*,
*,

,
*,
*
*

8,805

$) 854 006

*
*
*
*

611/2013

*

*

37,1l0
241,380(1)

611/2022
611/2027

42,065(1)
104,830
269,640 (1)

611/2024
611/2023
611/2035

*

*

316,785
444,600
454,785
177,420
89,600
199,790
157,055
253,880
49,650
133,715
280,860
200,000

Final Maturity

409,875
177,420
89,600
199,790
155,425
253,880
49,650
133,715
280,860
80,000

*

611/2039
611/2039
6/1/2040
6/1/2032
611/2024
611/2032
61112024
6/1/2027
6/]/2032

$2534045

(I)

Excludes the issuance of the Series 2013~A Subordinate Bonds and the completion of the refundings relating thereto
described under "Plan of Finance" herein.

(2)

The Series 2012-D Subordinate Bonds are variable rate obligations initially bearing an adjustable interest rate based on the
London Interbank Offered Rate index and determined in accordance with the paying agent agreement therefor. Payment of
the principal of and interest on the Series 2012-D Subordinate Bonds is secured by and payable solely from Revenues, in
accordance with the Subordinate General Resolution. The City has entered into Swap Agreements with respect to certain of
the Series 2012-D Subordinate Bonds. See "- Variable Rate Bonds" and ,~- Swap Agreements" herein.
The City has authorized a maximum of $400,000,000 aggregate principal amount of Subordinate Bonds in the form of CP
Notes. However, the maximum amount of CP Notes that may be Outstanding at any particular time under the existing
Letters of Credit for the CP Notes is $200,000,000.

(3)
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*

No longer Outstanding.
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Annual Debt Service Requirements
The following table sets forth the amounts required in eacb Fiscal Year ending June 30 for the
payment of principal and interest on all Outstanding Senior Lien Bonds and Subordinate Bonds.
TABLE 23
CITY OF LOS ANGELES
WASTEWATER SYSTEM REVENUE BONDS
DEBT SERVICE ON ALL SENIOR LIEN BONDS AND SUBORDINATE
Series 2013,A Subordinate Bonds
Total
Fiscal Year

Ending June 30
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

Principal

Interest

Principal

EXisting
Subordinate

and Interest

Bonds(l)
$

80,079,412(1)(3)
82,904,780
91,001,655
97,186,105
111,411,525
111,705,415
131,665,840
123,197,865
105,420,990
87,969,672
132,099,222
85,229,222
139,528,997
141,113,060
130,353,643
87,219,920
77,186,825
76,481,750
75,803,750
75,059,250

TOTAL(4)
(1)

(2)
(3)

(4)

All
Subordinate
Bonds

BONDS

Total Debt
Existing Senior
Lien Bonds
$102,077,598
99,204,809
101,428,559
94,939,609
80,103,959
80,091,959
58,016,796
68,215,453
83,732,190
102,073,515
53,656,515
100,979,915
48,845,990
48,843,828
48,845,328
48,845,978
61,758,128
61,795,434
61,833,459
61,759,334
107,079,509
107,080,146
107,079,371
86,306,146
85,310,529
84,282,799
83,221,400
60,562,071
$.2. 18721QJ25

$

Service on
All Bonds
182,157,012
182,109,589
192,430,214
192,125,714
191,515,484
191,797,374
189,682,637
191,413,318
189,153,180
190,043,187
185,755,737
186,209,137
188,374,987
189,956,888
179,198,971
136,065,898
138,944,953
138,277,184
137,637,209
136,818,584
107,079,509
107,080,146
107,079,371
86,306,146
85,310,529
84,282,799
83,221,400
60,562,071

$4.230•.SJlJlJ25

Includes debt service on the Series 2003 Subordinate Bonds and Series 2005-A Senior Lien Bonds to be refunded with proceeds of
the Series 2013-A Subordinate Bonds; excludes the issuance of the Series 2013-A Subordinate Bonds.
Includes debt service on the Series 2008A-H Subordinate Bonds prior to their refunding by the Series 2012-D Subordinate Bonds.
Assumes an interest rate of 3,79 percent on the portion of the Series 2012~D Subordinate Bonds associated with the Swap
Agreements and 5,00 percent on the remaining portion of the Series 2012~D Subordinate Bonds,
Total may not equal sum of components due to individual rounding.
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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 "20l2D Paying Agent Agreement"). The Series 2012-D
Subordinate Bonds are outstanding in the aggregate principal amount of $280,860,000. Payment of the
principal of and interest on the Series 2012-D Subordinate Bonds is secured by and payable solely from
Revenues, in accordance with the Subordinate General Resolution.
The purchaser of the Series 2012-D Subordinate Bonds has the right to tender the Series 2012-D
Subordinate Bonds for purchase on certain specified dates (each a "Special Purchase Date") and upon an
event of default under the continuing covenant agreement with respect to the Series 2012-D Subordinate
Bonds (the "2012-D Continuing Covenant Agreement") at a price equal to 100% of the principal amount
thereof, plus accrued interest, if any, to the date specified for purchase. In the event such tendered Series
2012-D Subordinate Bonds 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. See "Risk Factors - Risks Related to Variable Rate Bonds" herein.
The City has entered into Swap Agreements intended to mitigate the variable rate risk with
respect to certain of the Series 2012-D Subordinate Bonds. See "- Swap Agreements" 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").
These swap agreements are currently associated with the Series 2012-D Subordinate Bonds. The Bank of
New York Mellon is rated AaIlAA-/AA- by Moody's, S&P, and Fitch, respectively, and Dexia is rated
Baa2IBBB/A+ by Moody's, S&P, and Fitch, respectively. Each Swap has an outstanding notional amount
of $75,542,500, for a total of $151,085,000, and a termination date of June I, 2028. In each swap
agreement, the City pays a fixed rate of 3.34%, and the swap counterparty pays 64.1% of I-month USDLIBOR, adjusted weekly. If the variable rate received by the City, over time, approximates the variable
rate interest payment on the bonds, the net effective cost of borrowing to the City will approximate the
fixed rate paid under the swap agreements by the City.
As of March 29, 2013, the remaining portion of each Swap Agreement had a market value of
approximately $(20,030,503), for a combined total market value of $(40,061,006), with negative amounts
indicating a City liability in the event of a termination requiring a termination payment. Such market
value changes with fluctuations in market interest rates, agreement duration, and other factors. The City
may terminate the swap agreement with Dexia in the event that any two of Moody's, S&P or Fitch assign
ratings to Dexia's senior, unsecured, unenhanced debt that is below Baal, BBB+ or BBB+, respectively.
However, in such instance, the City would be required to make a termination payment to Dexia.
The City's payments under the Swap Agreements are special, limited obligations of the City
payable from Revenues on a basis subordinate to the Subordinate Bonds as to the lien on and source and
security of payment from the Revenues. See "Security and Sources of Payment for the Series 2013-A
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Subordinate Bonds - Swap Agreements" herein. Swap agreements entail certain risks. See "Risk Factors
- Swap Agreements" herein.
Anticipated Financings
The City anticipates issuing additional Senior Lien Bonds and Subordinate Bonds (including CP
Notes) from time to time to finance capital improvement projects. See "Plan of Finance" and "Wastewater
System Capital Improvement Program - Financing Plans for the Wastewater Capital Improvement
Program" herein.
Cash Basis Debt Service Coverage
The following table sets forth the projected cash basis debt service coverage for Fiscal Years
2013 through 2017. 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 materialIy 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 24
DEBT SERVICE COVERAGE PROJECTIONS
(in Thousands)

Category
Net Revenues - Current Rates(l)
Additional Revenue from Future Rate

Increases"
Additional Interest Income?'
BABs and RZEDB Subsidies(4)
Projected Net Revenue
Debt Service
Existing Senior Lien Boncts<5)
2013 Senior Lien Bonds(6)
Additional Senior Lien Bonds (7)
Total Senior Lien Bonds

$

Projected Debt Service Coverage'!"
Total Senior Debt
Total Senior and Subordinate Debt

2017
218,940

19,891
(3)
5,891
L282,31 0

44,476
79,337
135
410
5,891
5,891
LllH.Q2Q $...lli.257

117,376
692
5,891
U52.867

157,930
947
5,891
L383

$

$

$

Existing Subordinate Bonds(8)(9)
CP Notes-'?'
Total All Bonds and CP Notes

2013
256,525

Fiscal Y car Ending June 30
2014
2015
2016
$ 253,526 $ 240,619 $ 228,908 $

$

$

102,078
0
0
102.078

$

99,205 $ 101,429
4,626
4,626
4,950
12,825
$ 108.781 $ 118.880

$94,940
4,626
22,275
$ 121.841

80,080
120
1.82.278

$

$

277%
155%

82,905 $ 91,002
1,600
1,600
SLrn.286
$ 21 1.482

279%
157%

274%
154%

.zcs

80,104
4,626
30,662
$ 115.392

97,186 $ 111,412
1,600
1,600
$ 228.404
L220"'621

290%
160%

333%
168%

Source: City of Los Angeles, Bureau of Sanitation.
Net Revenues, as defined by the General Resolution based on rates and charges currently in effect.

(I)
(2)

(3)

(4)

(5)

Includes projected increases effective on each of July 1 from 2013 through 2017. There is no assurance that debt service
coverage for Fiscal Years 2013 through 2017. inclusive, will be at the levels currently projected.

Includes assumed annual interest earnings of 2.5 percent on increased reserve funds resulting from proposed additional
Bond sales.
[Amount for Fiscal Year 2013 reflects reductions in the amount of Refundable Credits as described under "Security and
Sources of Payment for the Series 2013-A Subordinate Bonds - No Pledge of Refundable Credits" and "Risk Factors Effect of Federal Sequestration on Refundable Credits" herein.] These amounts are not pledged to payment of principal of
and interest on the Series 2013-A Subordinate Bonds.
Principal and interest becoming due and payable on all Senior Lien Bonds issued and outstanding in each Fiscal Year, prior
to the issuance of the Series 2013 A Subordinate Bonds and the completion of the refundings relating thereto. See "Plan of
Finance".
Reflects projected debt service on the portion of the Series 2013 Senior Lien Bonds to be issued to fund capital
improvements to the System. Excludes projected debt service on the portion of the Series 2013 Senior Lien Bonds to be
issued to refund certain of the City'S Outstanding Bonds, as described under "Plan of Finance" herein.
Principal and interest becoming due and payable on projected additional revenue bonds in each Fiscal Year. Assumes
interest rate of 5.5 percent for additional Senior Lien Bond issuances and 30-year wrapped debt service principal
amortization structures. See Table 21 for additional information on projected debt issuance.
Preliminary, subject to change. Represents principal and interest becoming due and payable on all Subordinate Bonds issued
and Outstanding in each Fiscal Year, prior to the issuance of the Series 2013-A Subordinate Bonds and the completion of
the refundings relating thereto described under "Plan of Finance" herein.
Principal and interest becoming due on existing Subordinate Bonds in each Fiscal Year. 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 of5.00 percent on the remaining $129,775,000 portion of the Series 2012-D Subordinate Bonds.
Interest at an assumed annual interest rate of 3.34 percent on projected CP Notes for Fiscal Years 2013 through 2017.
M

(6)

(7)

(8)

(9)

(10)
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Includes projected debt service on the portion of the Series 2013 Senior Lien Bonds to be issued to fund capital
improvements to the System and includes debt service on the Outstanding Senior Lien Bonds and Outstanding CP Notes to
be refunded with proceeds of the Series 2013 Senior Lien Bonds. The total debt service coverage ratio for the Senior Lien
Bonds and the Subordinate Lien Bonds may be higher or lower than set forth above as a result of the issuance of the Series
2013 Senior Lien Bonds and the completion of the refunding described under "Plan of Finance - Additional 2013 Issuances"
herein. Such changes to the debt service coverage amounts are not expected to be materiaL

REGULATORY REQUIREMENTS AFFECTING OPERATION OF THE SYSTEM
General

The City's wastewater operations are subject to regulatory requirements relating to the Federal
Water Pollution Control Act as amended (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 offacilities.
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 National Pollutant Discharge Elimination System ("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
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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 PorterCologne Water Quality Control Act of 1969, as amended. The basic tenor ofthat 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.
Biosolids Management
The City terminated the discharge of biosolids into the ocean in November 1987 as required by
the terms of the Amended Consent Decree. The City produces exceptional quality biosolids at HTP and
TIWRP, which will permit the continuation ofland application. The City reuses biosolids, a byproduct or
residual of wastewater treatment, as a soil amendment at a City-owned farm in Kern County, pending
resolution of litigation relating to biosolids land application in Kern County. A Kern County voterapproved initiative was passed in July 2006 that prohibits biosolids land application in the unincorporated
areas of Kern County. The City filed legal challenges to the validity of this initiative. See "Litigation"
herein. If the provisions of the initiative are upheld, the City would no longer be able to land apply
biosolids at its farm in Kern County and would have to landfill it, dispose of it out of state, or consider
other use options at an increased cost of approximately $3 million per year. The financial projections set
forth in this Official Statement do not include the potential costs related to alternate disposition of
biosolids.
The City is investigating and evaluating new beneficial use options, including injection of
biosolids deep below the geological subsurface at TIWRP pursuant to the Terminal Island Renewable
Energy Project. Since July 2008, over 210 million gallons ofbiosolids have been injected. The permit for
the TIWRP pilot program expired in November 2011 and the City has submitted an application for a new
five-year permit to the US EPA to continue the project with certain modifications. The US EPA is
reviewing the permit application but has allowed the City to continue operating the project under the
conditions of the expired permit. The City considers the likelihood of being granted a new permit to be
very high. 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 nutrientrich soil conditioner. The City is also exploring the feasibility of pelletizing biosolids for use as fuel.
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 to the South Coast Air Quality Management
District ("SCAQMD"). The Bureau of Engineering coordinates and tracks 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 DGUP at HTP.
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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. SCAQMD requires Annual
Emissions Reports ("AERs") of air contaminants from each of the City's treatment plants. Pursuant to the
AB 2588 Air Toxics "Hot Spots" Information and Assessment Act (the "Hot Spots Act") administered
through SCAQMD, an emission inventory or Hot Spots Report setting forth the types and quantities of
certain substances routinely released by the City's treatment plants is submitted every four years.
The SCAQMD may require a health risk assessment ("HRA") when a major emitter makes a
modification to a facility in the South Coast Air Basin. 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. SCAQMD required an HRA for the HTP, which was last updated in 2009. An updated HRA
is typically required every four years. SCAQMD determines whether additional HRAs are required based
on a facility's air toxics emissions as indicated by the Annual Emissions Report and the HRA submitted
in connection with the air permit application. No issues have arisen and no issues are expected to arise
from AERS, Hot Spots Reports, HRAs or priority levels.
Priority Reserve Credits and Reserves. Since 2006, there have been various legal challenges to
SCAQMD's Rules 1309.1 and 1315. Rule 1309.1 provides priority reserve credits to essential public
services, including wastewater treatment facilities. Rule 1315 had established a federally approved
banking or tracking system through which priority reserve offsets under Rule 1309.1 could be distributed
by the SCAQMD to enable essential public service entities, such as wastewater treatment plants, to
construct or modify facilities. The legal challenges have impacted the SCAQMD's ability to issue
permits. The enactment of SB 827 in 2009 allowed SCAQMD to lift its permit moratorium on January 4,
2010 and continue issuing permits using the priority reserve credits through May 1,2012, the sunset date
in SB 827 for issuing permits in lieu of an approved Rule 1315. On February 4, 2011, the SCAQMD
Governing Board adopted a new Rule 1315 and certified the associated CEQA document
On May 24, 2012, US EPA signed the final approval for Rule 1315 and on June 25, 2012,
SCAQMD resumed issuing permits. On November 15, 2012, plaintiffs Communities for a Better
Environment and California Communities Against Toxies filed suit in the U.S. Ninth Circuit Court of
Appeals against US EPA to invalidate and vacate SCAQMD Rule 1315. If the plaintiffs prevail, issuance
of air permits by SCAQMD would cease for an unknown period. During such a permit moratorium,
priority reserve credits could not be issued to essential public services. In addition, offset credits could not
be issued or traded during the moratorium.
National Ambient Air Ouality Standards. The SCAQMD implements portions of the National
Ambient Air Quality Standards of the federal Clean Air Act, which sets forth duration limits for exposure
to certain criteria pollutants. On December 5, 2008, the SCAQMD Governing Board adopted Rule 317 to
implement Section 185 of the federal Clean Air Act, which requires that major stationary sources for
volatile organic compounds emissions or nitrogen oxides in non-attainment areas to either reduce their
emissions by 20% from a baseline amount or pay a fee. Pursuant to Rule 317, major stationary sources in
areas of severe or extreme non-attainment of the federal one-hour standard for ozone would be required to
pay fees for nitrogen oxides and volatile organic emissions that exceed 80 percent of the facility's
baseline emissions. The fees would be based on annual emissions and begin two years after the
"attainment year", which is 2010 for all entities in the South Coast Air Basin, and would not distinguish
between well-controlled emissions (those using the best-available control technology) and other
emissions. Rule 317, as adopted by the SCAQMD Governing Board, would have potentially resulted in
an additional $[1] million per year assessed to the City's System, depending on the nature of the HTP's
DGUP and the final assessment arrangement.
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The SCAQMD subsequently amended Rule 317 to follow the US EPA's fee-equivalency
approach, which would allow expenditures by US EPA, CARB and SCAQMD on surplus emission
reduction programs, such as truck replacement, clean fuels and bus retrofit programs, to be used on a
dollar per dollar basis to offset the Section 185 fee obligations. The fee-equivalency approach has
experienced certain legal challenges and no assurance can be given that the SCAQMD will be permitted
to implement a fee-equivalency approach as set forth in Rule 317 or that revenues will be sufficient to pay
any penalties relating to noncompliance.
Litigation was filed in February 2013 against Rule 317.
However, if Rule 317 is implemented, SCAQMD has indicated that adequate equivalency funding
appears to be available through 2020, when the one-hour ozone standard is expected to be achieved,
thereby avoiding any penalties under Section 185 of the federal Clean Air Act.

California Air Resources Board. Since 2002, the City has been participating in the rule making
process with the California Air Resources Board ("CARB") by providing information to CARB staff and
presenting the Bureau of Sanitation's concerns with respect to proposed regulations being considered by
CARB. CARB adopted a rule in December 2007 that requires the reporting of greenhouse gas emissions
from the largest sources, including large facilities such as refineries, general stationary combustion
facilities, and hydrogen plants that emit at least 25,000 metric tons of carbon dioxide per year. The City
has demonstrated to CARB that the System facilities are not subject to the State reporting rule because the
facilities' emissions were considerably less than the 25,000 metric ton threshold. In 2010, CARB
amended its regulations to require that entities emitting between 10,000 and 25,000 metric tons of carbon
dioxide per year would be required to report emissions, but the reports would not be subject to third party
verification. In addition, USEP A and CARB have not been requiring reporting of wastewater biogenic
emissions. Depending on which option is selected for the HTP DGUP, the HTP's carbon dioxide
emissions could increase to more than 10,000 metric tons, requiring the City to begin reporting its
emissions.
The USEPA deferred, for a period of three years (from July, 2012 to July, 2014), the application
of the Prevention of Significant Deterioration and Title V permitting requirements to carbon dioxide
emissions from bioenergy and biogenic stationary sources. A study group assembled by the USEP A has
prepared a report that addresses biogenics for industries such as forestry. It is not known what regulations
will be developed for biogenics; it is not possible at this time to predict the impacts to the System.
Pursuant to the Global Warming Solutions Act of 2006 ("AB 32"), CARB is required to prepare a
scoping plan sets forth the main strategies California will use to reduce the greenhouse gases ("GHG")
that cause climate change. The seeping plan includes a range of GHG reduction actions, including direct
regulations, alternative compliance mechanisms, monetary and non-monetary incentives, voluntary
actions, market-based mechanisms such as a cap-and-trade system, and an AB 32 program
implementation regulation to fund the program. During 2013, CARB will hold several workshops on
updating the AB 32 Scoping Plan with the goal of adopting a final plan in November, 2013. These
workshops may expand required monitoring and reporting of GHGs or result in additional fees. The City
will be engaged in this process.

Southern California Alliance of Publicly Owned Treatment Works and California Wastewater
Climate Change Group. The City is a member of Southern California Alliance of Publicly Owned
Treatment Works ("SCAP") consisting of the Los Angeles and Orange County Sanitation Districts, the
City, and many smaller cities and other jurisdictions. SCAP, through its membership in the California
Wastewater Climate Change Group ("CWCCG"), addresses climate change and greenhouse gases issues
of publicly owned treatment works and other issues that affect capital and operations budgets for the
Bureau of Sanitation. 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

67
236670.6037298

as

affect the ability of the System to generate Revenues sufficient to pay debt service on the Series 2013-A
Subordinate Bonds.
NPDES Permits
The City's four treatment plants are required to obtain five-year NPDES permits that are issued
by the Los Angeles Regional Water Quality Control Board ("LARWQCB"). All of the NPDES permits
for the City's wastewater and water reclamation facilities have beeu renewed. The City received the
NPDES permit for TIWRP on May 6, 2010. HTP's permit was renewed on November 4,2011.
The LARWQCB issued new permits for DCTWRP and LAGWRP on December 8, 2011
(collectively, the "Permits"). The Permits incorporate certain provisions of the previous permits issued by
LARWQCB for DCTWRP and LAGWRP in December 2006 (the "2006 Permits"). The City had filed an
appeal of the 2006 Permits because they were "more stringent" than required under federal law and thus
should have been subject to "economic considerations" by the LARWQCB. In March 2010, all parties to
the lawsuit agreed to a negotiated settlement agreement. As a result of the settlement agreement, most of
the Groundwater Monitoring Requirements in the DCTWRP and LAGWRP permits were removed and
both DCTWRP and LAGWRP were given additional time to comply with the provisions of the California
Toxics Rule, which sets forth numeric water quality criteria for priority toxic pollutants and other water
quality standards provisions to be applied to waters in the State. DCTWRP and LAGWRP currently
comply with their final permit limits for copper, and neither plant is expected to experience difficulty
meeting these new limits in the future. In anticipation of the expiration of the copper interim limits, the
Cities of Burbank and Los Angeles completed a Copper Site-Specific Objective Study for the Los
Angeles River. The study was adopted by the LARWQCB On May 6, 2010. A water effects ratio
adjustment could be applied to the final copper limits if the plants have difficulty meeting their final
effluent limits in the future. Currently, both plants are meeting their final effluent limits. However, 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 carmot currently estimate the cost of such
permit requirements, and such permit requirements are not included in the current capital improvement
program.
The 2006 Permits also required compliance with the Nitrogen Total Maximum Daily Loads
("TMDLs") and construction of Nitrification-Denitrification ("NDN") facilities. NDN facilities have been
constructed and are operating in full NDN mode at DCTWRP and LAGWRP. An Ammonia Site-Specific
Objective Study has been approved by the LARWQCB and adopted by the SWRCB, Office of
Administrative Law, and US EPA. The LARWQCB still needs to re-open the Nitrogen TMDLs to revise
its Waste Load Allocations for Ammonia and incorporate the new limits in the permits. The final
adoption of this study will adjust the final effluent limits higher, which will allow operational flexibility
in the disinfection process. On December 6, 2012, the LARWQCB revised the Los Angeles River
Nitrogen TMDL and incorporated the site specific objective into the TMDL. The revised TMDL is to be
approved by the SWRCB and the Office of Administrative Law before it can be incorporated in the
plant's permits. The revision of the ammonia TMDL is expected to take additional time; meanwhile, the
Bureau of Sanitation has received a time schedule order from the LARWQCB for the ammonia effluent
limit for the DCTWRP until the nitrogen TMDL has been revised. The Bureau of Sanitation is also
pursuing the possibility of de-listing the Los Angeles River, which would also provide relief from the
ammonia wasteload allocation. If the results of the study are not incorporated into the permits, then plant
operational flexibility may be limited and additional modifications to the treatment process may be
required. Potential costs for compliance are unknown at this time.
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Total Maximum Daily Loads
The 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 and then implement mitigation efforts through the TMDL process. The TMDL for nitrogen
compounds and its related effects in the Los Angeles River and its tributaries was adopted by the
LARWQCB in July 2003, and was adopted by SWRCB in November 2003. The TMDL became effective
on March 23, 2004. Interim limits for the discharge of nitrogen compounds also became effective for
DCTWRP and LAGWRP on March 23, 2004. The City is required to perform several studies relating to
this TMDL. The City has constructed nitrification/denitrification facilities that achieve compliance with
theTMDL.
The Los Angeles River Metals TMDL, as readopted, became effective October 29, 2008. The
TMDL assigned DCTWRP and LAGWRP Waste Load AlIocations that have been exceeded from time to
time and provided a compliance schedule of five years from the original effective date of the TMDL.
However, DCTWRP and LAGWRP are subject to more stringent final limits pursuant to their NPDES
permits and the California Toxics Rule, with which the DCTWRP and LAGWRP are in compliance.
Various watersheds in the Los Angeles area have water body segments that are also listed as impaired due
to pollutants such as heavy metals, pesticides, ammonia, and nutrients. TMDLs are being developed by
the LARWQCB for these water bodies. It is difficult to predict their full impact on the NPDES effluent
limits at the City's four treatment plants. However, it is expected that significant capital improvements
funded by the System may be required to comply with the TMDLs.
Collection System Settlement Agreement
In 1998, the Santa Monica BayKeeper ("BayKeeper") filed a federal lawsuit asking for injunctive
relief and $549 million in penalties relating to spills from the City wastewater system that occurred during
the El Nino storms of 1998. In January 2001, the US EPA, the LARWQCB and certain community
groups representing residents in South Los Angeles joined the BayKeeper in its lawsuit against the City.
This action was settled pursuant to the CSSA signed by all parties and approved and entered by the court
in October 2004. The CSSA builds on the Bureau of Sanitation's existing lO-year, $2 billion plan to
maintain and enhance the City's sewer system. The enhancements to the existing sewer program required
by the CSSA are expected to necessitate an additional $300 million over 10 years; certain of these
enhancements have been implemented and the remaining enhancements are included in the financial
projections included herein. See "Financial Operations of the Wastewater System - Projected Operation
and Maintenance Expenses," "- Projected Statement of Revenues and Expenditures," and "Wastewater
System Capital Improvement Program - Financing Plans for the Wastewater Capital Improvement
Program" herein. The additional cost is mainly due to the increases in the number of sewers to be repaired
under the settlement agreement. The CSSA requires a three-year rolling average of 60 miles of sewers per
year to be renewed in Fiscal Years 2008 through 2014. In addition, the City is required to clean a threeyear rolling average of 2,800 miles of sewers annually (with a minimum of 2,600 miles each of the first
two years), visually inspect at least 600 miles of sewers annually, and continue odor mitigation efforts,
including the construction of seven air treatment facilities. In each of the first five years of the CSSA, the
City has exceeded the requirements for cleaning and visual inspection. In Fiscal Year 2012, the City
performed 55 miles of sewer rehabilitation, exceeding the required annual minimum of 50 miles. In
addition, the City has completed construction of 77 of the 88 required projects. Of the 11 remaining
projects, four were cancelled and the remaining seven are on schedule.
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RISK FACTORS
The ability of the City to pay principal of and interest on the Series 2013-A Subordinate Bonds
depends primarily upon the receipt by the City of Revenues. Some of the events which could prevent tbe
City from receiving a sufficient amount of Revenues to enable it to pay the principal of and interest on
the Series 2013-A 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 20l3-A
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 2013-A 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 service on the Series 2013-A 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 2013-A 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
2013-A Subordinate Bonds. See "Financial Operations of the Wastewater System" herein and Appendix
E attached hereto.
System Revennes 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 - 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 2013-A 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 20l3-A Subordinate Bonds. See
"Financial Operations of the Wastewater System - Proposition 218" herein.
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Proposition 218, as incorporated in the California Constitution under Article XIlIC, 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 XIlIC, 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
20J3-A Subordinate Bonds.
Statutory and Regnlatory 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 the 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 Series 20J3-A 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 6.8 on the Richter Scale occnrred in the northwest
San Fernando Valley on a previously unmapped fault. It caused widespread damage to commercial and
residential structures. No significant damage occnrred to the System and 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. 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.
Risks Relating to the Water Supply
The ability of the Wastewater System to operate effectively can be affected by the water supply
available to the City, which is situated in an arid and semi-desert environment that is currently subject to
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drought conditions. 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. See "Financial Operations of the Wastewater System - Water
Usage" herein.
Security of the Wastewater System
Damage to the System resulting [rom 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. See "The
Wastewater System Service Area and Facilities - Security of the System" herein. 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 "Security and Sources of Payment for the Series 2013-A Subordinate
Bonds - Emergency Fund" herein.
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 Current Economic Conditions on System Revenues
The major economic disruptions and recession of the past few years have 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 this or 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 funds needed to serve the public welfare and interest. Also, any remedies available to the Owners
of the Series 2013-A 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 2013-A 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
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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 2013-A 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 risks to the City. Actual interest rates
may vary from assumptions made at the time the swap transaction was executed, and-the City may not
realize the expected financial benefits from the swap transaction. 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. The respective counterparties may terminate any of the Swap Agreements upon the occurrence
of certain termination events or events of default, which may include failure of either the City or the
counterparty to maintain credit ratings at specified levels. The City may terminate any of the Swap
Agreements at any time. If either the counterparty or the City terminates any swap, the City may be
required to make a termination payment to the counterparty, even if such termination is due to an event
affecting the counterparty, including the counterparty's failure to maintain credit ratings at specified
levels, and there is no assurance that such payment by the City would not have a material adverse affect
on the Revenues. 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.
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 20 I2-D Subordinate Bonds. In such a case, the City may seek to
convert the Series 20 12-D Subordinate Bonds to an adjustable rate mode (other than an index interest rate
mode) and cause to be executed and delivered a credit facility which will provide for the payment of
principal of and interest on the Series 2012-D Subordinate Bonds when due and the purchase of any such
Series 2012-D Subordinate Bonds tendered for purchase and not remarketed. However, there can be no
assurance that credit enhancement could be obtained at a reasonable cost, if at all. The City may also
convert the Series 2012-D Subordinate Bonds to a fixed interest rate or other rate not requiring credit
enhancement or cause the refunding of the Series 2012-D Subordinate Bonds, but there can be no
assurance with respect to the timing or terms of any such conversion or refunding.
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Effect of Federal Sequestratiou ou Refuudable 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 for
federal fiscal year 2013 (the "Sequestration"). Payments made to issuers such as the City on or after
March 1,2013, through and including September 30, 2013 (the end of the federal fiscal year 2013), will
be reduced by 8.7 percent unless Congressional action changes the reduction percentage. Until further
action is taken by Congress, Sequestration will continue and there could be additional reductions for
future years through and including federal fiscal year 2021. Sequestration is expected to result in an
approximate $257,000 reduction in Refundable Credits from the Federal government through and
including September 30, 2013. The Refundable Credits are pledged only to the payment of the Series
201O-A Senior Lien Bonds and Series 2010-B Senior Lien Bonds, and are included in the calculation of
Revenues under the General Resolution. However, 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 will
reduce the amount of Revenues received by the City and, in tum, the amount of Revenues available to pay
debt service on Senior Lien Bonds and Subordinate Bonds. However, such reduction is not expected to
materially adversely impact the City's ability to pay debt service on the Series 2013-A Subordinate
Bonds.
TAX MATTERS
The Internal Revenue Code of 1986 (the "Code") imposes certain requirements that must be met
subsequent to the issuance and delivery of the Series 2013-A Subordinate Bonds for interest thereon to be
and remain excluded pursuant to section 103(a) of the Code from the gross income of the owners thereof
for federal income tax purposes. Noncompliance with such requirements could cause the interest on the
Series 2013-A Subordinate Bonds to be included in the gross income of the owners thereof for federal
income tax purposes retroactive to the date of issue of the Series 2013-A Subordinate Bonds. The City
has covenanted in the [Resolution1 not to take any action or omit to take any action that, if taken or
omitted, respectively, would adversely affect the exclusion of the interest on the Series 2013-A
Subordinate Bonds from the gross income of the owners thereof for federal income tax purposes.
In the opinion of Fulbright & Jaworski L.L.P., Bond Counsel, under existing law interest on the
Series 2013-A Subordinate Bonds is exempt from personal income taxes of the State of California and,
assuming compliance with the aforementioned covenants, interest on the Series 2013-A Subordinate
Bonds is excluded pursuant to section 103(a) of the Code from the gross income of the owners thereof for
federal income tax purposes. Bond Counsel is of the further opinion that under existing law the Series
2013-A Subordinate Bonds are not "specified private activity bonds" within the meaning of section
57(a)(5) of the Code and, therefore, interest on the Series 2013-A Subordinate Bonds is not treated as an
item of tax preference for purposes of computing the alternative minimum tax imposed by section 55 of
the Code. However, receipt or accrual of interest on Series 2013-A Subordinate Bonds owned by a
corporation may affect the computation of its alternative minimum taxable income. A corporation's
alternative minimum taxable income is the basis on which the alternative minimum tax imposed by
section 55 of the Code is computed.
In rendering the foregoing opimons, Bond Counsel will rely upon representations and
certifications of the City made in a Tax Certificate dated the date of delivery of the Series 2013-A
Subordinate Bonds pertaining to the use, expenditure, and investment of the proceeds of the Series 2013A Subordinate Bonds.
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Except as set forth in the preceding paragraph, Bond Counsel will express no opinion as to any
federal, state or local tax consequence of the receipt of interest on, or the ownership or disposition of, the
Series 2013-A Subordinate Bonds. Furthermore, Bond Counsel will express no opinion as to any federal,
state or local tax law consequence with respect to the Series 2013-A Subordinate Bonds, or the interest
thereon, if any action is taken with respect to the Series 20\3-A Subordinate Bonds or the proceeds
thereof upon the advice or approval of other counsel.
Bond Counsel's opinion is not a guarantee of a result, but represents its legal judgment based
upon its review of existing statutes, regulations, published rulings and court decisions and the covenants
of the City described above. No ruling has been sought from the Internal Revenue Service (the "Service")
with respect to the matters addressed in the opinion of Bond Counsel, and Bond Counsel's opinion is not
binding on the Service. The Service has an ongoing program of auditing the tax-exempt status of the
interest on municipal obligations. If an audit of the Series 2013-A Subordinate Bonds is commenced,
under current procedures the Service is likely to treat the City as the "taxpayer," and the owners would
have no right to participate in the audit process. In responding to or defending an audit of the tax-exempt
status of the interest on the Series 2013-A Subordinate Bonds, the City may have different or conflicting
interests from those of the owners of the Series 20\3-A Subordinate Bonds. Public awareness of any
future audit of the Series 20\3-A Subordinate Bonds could adversely affect the value and liquidity of the
Series 2013-A Subordinate Bonds during the pendency of the audit, regardless of the ultimate outcome.
To the extent that a purchaser ofa Series2013-A Subordinate Bond acquires that Series 2013-A
Subordinate Bond at a price in excess of its "stated redemption price at maturity" (within the meaning of
section 1273(a)(2) of the Code), such excess will constitute "bond premium" under the Code. Section
171 of the Code, and the Treasury Regulations promulgated thereunder, provide generally that bond
premium on atax-exempt obligation must be amortized over the remaining term of the obligation (or a
shorter period in the case of certain callable obligations); the amount of premium so amortized will reduce
the owner's basis in such obligation for federal income tax purposes, but such amortized premium will
not be deductible for federal income tax purposes. Such reduction in basis will increase the amount of
any gain (or decrease the amount of any loss) to be recognized for federal income tax purposes upon a
sale or other taxable disposition of the obligation. The amount of premium that is amortizable each year
by a purchaser is determined by using such purchaser's yield to maturity. The rate and timing of the
amortization of the bond premium and the corresponding basis reduction may result in an owner realizing
a taxable gain when its Series 20\3-A Subordinate Bond is sold or disposed of for an amount equal to or
in some circumstances even less than the original cost of the Series 20\3-A Subordinate Bond to the
owner. Purchasers of Series 20\3-A Subordinate Bonds at a price that includes bond premium should
consult their own tax advisors with respect to the computation and treatment of such bond premium,
including, but not limited to, the calculation of gain or loss upon the sale, redemption or other disposition
of the Series 20\3-A Subordinate Bonds.
The excess, if any, of the stated redemption price at maturity of Series 20\3-A Subordinate Bonds
of a series and maturity over the initial offering price to the public of the Series 20\3-A Subordinate
Bonds of that series and maturity is "original issue discount." Original issue discount accruing on a
Series 2013-A Subordinate Bond is treated as interest excluded from the gross income of the owner
thereof for federal income tax purposes, and is exempt from California personal income tax, to the same
extent as would be stated interest on that Series 20\3-A Subordinate Bond. Original issue discount on
any Series 2013-A Subordinate Bond purchased at such initial offering price and pursuant to such initial
offering will accrue on a semiannual basis over the term of the Series 20\3-A Subordinate Bond on the
basis of a constant yield method and, within each semiannual period, will accrue on a ratable daily basis.
The amount of original issue discount on such Series 2013-A Subordinate Bond accruing during each
period is added to the adjusted basis of such Series 20\3-A Subordinate Bond to determine taxable gain
upon disposition (including sale, redemption or payment on maturity) of such Series 20\3-A Subordinate
75
236670.6037298 OS

Bond. The Code includes certain provisions relating to the accrual of original issue discount in the case
of purchasers of Series 2013-A Subordinate Bonds who purchase such Series 2013-A Subordinate Bonds
other than at the initial offering price and pursuant to the initial offering. Purchasers of Series 20!3-A
Subordinate Bonds of a maturity having original issue discount should consult their own tax advisors with
respect to the tax consequences of ownership of Series 20!3-A Subordinate Bonds with original issue
discount.
Although Bond Counsel is of the opinion that interest on the Series 20!3-A Subordinate Bonds is
exempt from California personal income tax and is excluded from the gross income of the owners thereof
for federal income tax purposes, an owner's federal, state or local tax liability may otherwise be affected
by the ownership or disposition of the Series 20!3-A Subordinate Bonds. The nature and extent of these
other tax consequences will depend upon the owner's other items of income or deduction. Without
limiting the generality of the foregoing, prospective purchasers of the Series 20!3-A Subordinate Bonds
should be aware that (i) section 265 of the Code denies a deduction for interest on indebtedness incurred
or continued to purchase or carry the Series 2013-A Subordinate Bonds and the Code contains additional
limitations on interest deductions applicable to financial institutions that own tax-exempt obligations
(such as the Series 2013-A Subordinate Bonds), (ii) with respect to insurance companies subject to the tax
imposed by section 831 of the Code, section 832(b)(5)(B)(i) reduces the deduction for loss reserves by
15% of the sum of certain items, including interest on the Series 20!3-A Subordinate Bonds, (iii) interest
on the Series 2013-A Subordinate Bonds earned by certain foreign corporations doing business in the
United States could be subject to a branch profits tax imposed by section 884 of the Code, (iv) passive
investment income, including interest on the Series 20!3-A Subordinate Bonds, may be subject to federal
income taxation under section 1375 of the Code for Subchapter S corporations that have Subchapter C
earnings and profits at the close of the taxable year if greater than 25% of the gross receipts of such S
corporation is passive investment income, (v) section 86 of the Code requires recipients of certain Social
Security and certain Railroad Retirement benefits to take into account, in determining the taxability of
such benefits, receipts or accruals of interest on the Series 20!3-A Subordinate Bonds, and (vi) under
section 32(i) of the Code, receipt of investment income, including interest on the Series 20!3-A
Subordinate Bonds, may disqualify the recipient thereof from obtaining the earned iucome credit. Bond
Counsel has expressed no opinion regarding any such other tax consequences.
Persons considering
purchasing Series 20!3-A Subordinate Bonds should consult their own tax advisors with respect to such
other tax consequences.
Bond Counsel has not undertaken to advise in the future whether any events occurring after the
date of issuance of the Series 20!3-A Subordinate Bonds may affect the tax status of interest on the Series
2013-A Subordinate Bonds or the tax consequences of the ownership of the Series 20!3-A Subordinate
Bonds. No assurance can be given that pending or future legislation, if enacted into law, will not contain
provisions that could directly or indirectly reduce the benefit of the exemption of interest on the Series
2013-A Subordinate Bonds from personal income taxation by the State of California or of the exclusion
of the interest on the Series 2013-A Subordinate Bonds from the gross income of the owners thereof for
federal income tax purposes.
Existing law may change so as to reduce or eliminate the benefit to beneficial owners of the
exclusion of interest on the Series 20l3-A Subordinate Bonds from gross income for federal income tax
purposes. Proposed legislation or administrative action, whether or not taken, could also affect the value
and marketability of the Series 20!3-A Subordinate Bonds. Prospective purchasers of the Series 20!3-A
Subordinate Bonds should consult with their own tax advisors with respect to any proposed or future
changes in tax law.
A copy of the proposed form of opinion of Bond Counsel is attached hereto as Appendix F.
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CONTINUING DISCLOSURE
In order to provide certain continuing disclosure with respect to the Series 2013-A Subordinate
Bonds in accordance with the Rule, the City has executed a Continuing Disclosure Certificate
("Disclosure Certificate") for the benefit ofthe Owners of the Series 2013-A 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 2013-A 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, 2013 for the report for the 2011-12 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 (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 with the Electronic Municipal Market Access ("EMMA") database
maintained by the Securities and Exchange Commission, pursuant to the Rule. These covenants will be
made in order to assist the Underwriters of the Series 2013-A Subordinate Bonds in complying with the
Rule. The City has not failed in the past five years to comply in all material respects with any previous
undertakings with regard to the Rule to provide annual reports or notices of certain events.
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 2013-A Subordinate Bonds or in any way contesting or affecting the validity of the Series 2013-A
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 2013-A
Subordinate Bonds or the use of the proceeds of the Series 2013-A Subordinate Bonds.
Certain Claims Against the SCM Fund
There are no pending lawsuits that in the opinion of the City Attorney challenge the validity of
the Series 2013-A Subordinate Bonds, the corporate existence of the City, or the title of the officers to
their respective offices. In this review attention has been given to litigation pending against the City and
against the City's Board of Public Works. The Office of the City Attorney has prepared the following
summary, as of April [1], 2013, of certain claims and lawsuits (with any potential loss exceeding
$5,000,000) pending against the SCM Fund for construction claims and certain other alleged liabilities
arising during the ordinary course of operations of the System.
•

The City was notified by letter dated July 7, 2010 that the City is a potentially responsible
party in an action entitled Rev 973, LLC v. Mouren-Laurens, Case No. 98-10690 pending
in the United States District Court for the Central District of California. The action
involves claims for environmental contamination on two sites located in Compton,
California, and it is alleged that the City arranged for transport of hazardous materials
from the Hyperion plant to one of the sites. The City is not yet a named party; if sued, the
City would be one of more than 1,500 potentially responsible parties. The City believes
that its potential loss in this matter, based on the quantities of hazardous materials alleged
to have been contributed by the City, would be significantly less than $5,000,000;
however, the ultimate outcome of the matter cannot now be predicted.

77
236670.6037298 OS

•

City of Los Angeles et al. v. County of Kern et al. is an action in State court (Tulare
County) stemming from a June 2006 ballot initiative (Measure E) that banned the land
application ofbiosolids within the unincorporated portions of Kern County, including the
area where the City land applies biosolids at its farm. A comparable lawsuit that the City
previously filed in federal court was dismissed on procedural grounds after the City's
motion for summary judgment had been granted. The City's current lawsuit challenges
Kern County's ban on the land application of biosolids. Following a hearing on June 9,
2011, the court granted the City's motion for a preliminary injunction against the Kern
County's enforcement of Measure E, finding that the City was likely to succeed on the
merits of the lawsuit. Kern County has appealed the court's granting of the injunction and
the appeal before the California Court of Appeal. On February 13, 2013, the California
Court of Appeal in Fresno upheld the preliminary injunction, thereby allowing biosolids
land application to continue pending the outcome of the case. Kern County has until
April 22, 2013 to petition the California Supreme Court for review. The case will
otherwise return to the superior court for further proceedings. If Kern County ultimately
prevails, alternative methods of biosolids disposal could cost the City in excess of $3
million per year.

•

Nivisec v City of Los Angeles is an action brought in state court by the owner of a
residence who used the first floor of the residence as an office. The plaintiff claimed that
several cameras and computers were destroyed by sewer water, causing damage and loss
of business income. At the trial held in August, 2012, the court ruled the City was liable
under an inverse condemnation cause of action, and the jury determined damages in the
amount of $5,043,548. The City intends to appeal the final judgment.

•

The modified total cost claim against the City that was remanded to the trial court
following the jury verdict in Dillingham-Ray Wilson, etc. v. City of Los Angeles case
described in previous Official Statements for the City's wastewater system revenue
bonds, has been settled, with the City agreeing to pay $31.5 million to claimants.

In the view of the City, in no event should these claims and lawsuits result in judgments or
settlements which, in the aggregate, would have a material adverse effect on the SCM Fund's financial
position.
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 2013-A Subordinate Bonds and some
of which have been underwriters of the City's Senior Lien Bonds and Subordinate Bonds in the past. The
complaint alleges 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. The City cannot predict
the outcome of the lawsuit.
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 - "City of Los Angeles Information Statement - Litigation" attached
hereto.
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LEGAL OPINION
The validity of the Series 2013-A Subordinate Bonds and certain other matters are subject to the
approval oflegality by Fulbrigbt & Jaworski L.L.P., Los Angeles, California, Bond Counsel. 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 Hawkins Delafield & Wood LLP, Los Angeles,
California, Disclosure Counsel, and by Carmen A. Trutanich, City Attorney, and for tbe Underwriters by
their counsel, Stradling Yocca Carlson & Rauth, a Professional Corporation, Sacramento, California.
RATINGS
Moody's Investors Service, Inc. ("Moody's"), Standard & Poor's Ratings Services, a division of
The McGraw-Hill Companies, Inc. ("S&P"), and Fitch Ratings ("Fitch") have assigned the Series 2013-A
Subordinate 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 [TOmthe rating agency furnishing the same, at the following addresses: Moody's Investors
Service, Inc., 7 World Trade Center at 250 Greenwich Street, New York, New York 10007; Standard &
Poor's Ratings Services, 55 Water Street, New York, New York 10041; 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 2013-A Subordinate Bonds.
UNDERWRITING
The Series 2013-A Subordinate Bonds are being purchased by Merrill Lynch, Pierce, Fenner &
Smith Incorporated, as representative of itself and Jefferies LLC, Cabrera Capital Markets, LLC, J.P.
Morgan Securities LLC and Siebert Brandford Shank & Co., L.L.C. (collectively, the "Underwriters"), at
a price of $
(which amount represents the principal amount of the Series 2013-A
Subordinate Bonds, plus/minus a net original issue premium/discount of
and less an
underwriters' discount of $
). The Underwriters may offer and sell the Series 2013-A
Subordinate Bonds to certain dealers 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 two sentences have been provided by J.P. Morgan Securities LLC, one of the
underwriters for the Series 2013-A Subordinate Bonds: "J.P. Morgan Securities LLC ("JPMS"), one of
the Underwriters of the Bonds, has entered into negotiated dealer agreements (each, a "Dealer
Agreement") with each of UBS Financial Services Inc. ("UBSFS") and Charles Schwab & Co., Inc.
("CS&Co.") for the retail distribution of certain securities offerings, including the [Series 2013 Bonds],
at the original issue prices. Pursuant to each Dealer Agreement if applicable to this transaction, each of
UBSFS and CS&Co. will purchase Bonds from JPMS at the original issue price less a negotiated portion
of the selling concession applicable to any Bonds that such firm sells."
[The following four paragraphs have been provided by the Underwriters:
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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 this offering 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 2013-A 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.]
FINANCIAL ADVISORS
Public Resources Advisory Group, and Frasca & Associates, L.L.C. have served as Financial
Advisors to the City in connection with the issuance of the Series 2013-A Subordinate Bonds. The
Financial Advisors have assisted the City in matters relating to the planning, structuring, issuance of the
Series 2013-A Subordinate Bonds. The Financial 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
Financial Advisors make no guaranty, warranty or other representation respecting accuracy and
completeness of the Official Statement.
VERIFICATION OF MATHEMATICAL COMPUTATIONS
Upon delivery of the Refunded Bonds, Grant Thornton LLP, independent certified public
accountants, will deliver a report stating that the firm has verified the mathematical accuracy of certain
computations relating to the adequacy of the Government Obligations and the interest thereon to pay the
principal of, and premium, if any, and interest on, the Refunded Bonds on their respective payment and
redemption dates.
FINANCIAL STATEMENTS AND DEBT COMPLIANCE REPORT
The SCM Fund financial statements for the Fiscal Years ended June 30, 2012 and 2011, the
Independent Auditor's Report Regarding the Financial Statements and the Debt Service Compliance
Report for the Fiscal Year Ended June 30, 2012 regarding the Debt Service Compliance Report are
included as Appendix E. The financial statements of the SCM Fund for the Fiscal Years ended June 30,
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2012 and 2011 have been audited by Simpson & Simpson, independent certified public accountants, as
stated in their report. Simpson & Simpson has not consented to the inclusion of its report as Appendix E
and has not undertaken to update its report 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 Simpson & Simpson with respect to any event subsequent to the date of the
Independent Auditor's Report.
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 2013-A 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

Assistant City Administrative Officer

81
236670.6 037298 OS

APPENDIXA·
CITY OF LOS ANGELES
INFORMATION STATEMENT
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 20J3-A Subordinate Bonds.
The Series 20J3-A 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 20J3-A Subordinate Bonds" in theforepart of this Official Statement
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APPENDIXB
GLOSSARY OF DEFINED TERMS
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APPENDIXC
SUMMARY OF CERTAIN
PROVISIONS OF THE RESOLUTIONS
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APPENDIXD
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, EI
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.
"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.
"AVORS" means Additional Valley Outfall Relief Sewer.
"BMPs" means best management practices.
"BOD" means biochemical oxygen demand whose strengths are measured as part of the QSF.
"CARB" means the California Air Resources Board.
"CEQ A" means California Environmental Quality Act.
"CIP" means the Wastewater System Capital Improvement Program.
"CIS" means the Coastal Interceptor Sewer.
"Clean Water Act" means the Federal Water Pollution Control Act as amended.
"COS" means the Central Outfall Sewer.
"CSSA" means Collection System Settlement Agreement.
"DCTWRP" means the Donald C. Tillman Water Reclamation Plant.
"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.
"EPA" means the United States Environmental Protection Agency.
"EVIS" means the East Valley Interceptor Sewer.
"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.
"FSEs" means food service establishments.
"HTP" means the Hyperion Treatment Plant.
"IRP" means the City's Integrated Resources Plan for the System.
"IU" means Industrial User.
"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.
"NDN" means Nitrification-Denitrification.
"NORS" means the North Outfall Replacement Sewer.
"NOS" means the North Outfall Sewer.
"NPDES" means the National Pollutant Discharge Elimination System.
"OM&R" means the operation and maintenance costs, including renewal and replacement, of the
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 ofSS (domestic strength).
"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.
"SDC" means Sewage Disposal Contracts.

D-2
236670.6037298 OS

"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.
"SIU" means Significant Industrial User.
"SRF" means the Clean Water State Revolving Fund.
"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.
"SSRP" means the City's Secondary Sewer Renewal Program.
"SWRCB" means the California State Water Resources Control Board.
"TlWRP" means the Terminal Island Treatment Plant.
"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.

D-3
236670.6 037298 OS

APPENDIXE
CITY OF LOS ANGELES SEWER CONSTRUCTION AND MAINTENANCE FUND
BASIC FINANCIAL STATEMENTS WITH INDEPENDENT AUDITOR'S REPORT FOR
THE FISCAL YEARS ENDED JUNE 30, 2012 AND 2011 AND
DEBT SERVICE COMPLIANCE REPORT FOR THE FISCAL YEAR ENDED JUNE 30, 2012

236670.6037298 OS

APPENDIXF
FORM OF OPINION OF BOND COUNSEL
[Closing Date]

City of Los Angeles
Los Angeles, California
$,--;:-::---:--

City of Los Angeles
Wastewater System Subordiuate Revenue Bonds,
Refunding Series 2013-A

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 Wastewater System Subordinate Revenue Refunding Bonds, Series 2013-A in
the aggregate par amount of $
(the "Series 20l3-A Subordinate Bonds"). The Series 2013-A
Subordinate Bonds are being issued pursuant to the Charter of the City and California Government Code,
Title 5, Division 2, Part 1, Chapter 3, Articles 10 and 11 (Sections 53570 et seq.) (collectively, the "Law")
and a Wastewater System Subordinate Revenue Bonds General Resolution, adopted by the Council of the
City (the "Council") on March 26, 1991, as heretofore amended and supplemented and as further
amended and supplemented by the Sixteenth Supplemental Resolution, adopted by the Council on
=-;--;-:' 2013, providing for the issuance of the Series 2013-A Subordinate Bonds (collectively, the
"Subordinate General Resolution").
The Series 2013-A Subordinate Bonds are being issued for the purpose of providing moneys to
current refund [a portion] of the City's Wastewater System Subordinate Revenue Bonds, Series 2003-A
and Wastewater System Subordinate Revenue Bonds, Series 2003-B, advance refund a portion of the
City's Wastewater System Revenue Bonds, Series 2005-A and pay certain costs of issuing the Series
2013-A Subordinate Bonds.
In our capacity as bond counsel, we have reviewed the Law, the Wastewater System Revenue
Bonds General Resolution, adopted by the City Council of the City on November 10, 1987, as amended
from time to time (the "General Resolution"), the Subordinate General Resolution, certifications of the
City, and others, and such other documents, opinions and instruments as we deemed necessary to render
the opinions set forth herein. Capitalized terms used and not otherwise defined herein shall have the
meanings ascribed thereto in the Subordinate General Resolution.
We have assumed the genuineness of all documents and signatures presented to us. We have not
undertaken to verify independently, and have assumed, the accuracy of the factual matters represented,
warranted or certified in such documents. Furthermore, we have assumed compliance with all covenants
and agreements contained in the Subordinate General Resolution, including (without limitation)
covenants and agreements compliance with which is necessary to assure that future actions, omissions or
events will not cause interest on the Series 2013-A Subordinate Bonds to be included in gross income for
federal income tax purposes.
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Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of the
following opinions:
1. The City is authorized and empowered by law to adopt the Subordinate General
Resolution, to issue the Series 2013-A Subordinate Bonds, to use the proceeds from the
sale thereof for the purposes stated in the Subordinate General Resolution, and to pledge
the Revenues of the City to the payment of the Series 2013-A Subordinate Bonds.
2.

The Series 2013-A Subordinate Bonds have been duly authorized, executed and delivered
by, and constitute the valid and binding special, limited obligations of, the City.

3.

The Series 2013-A Subordinate Bonds are payable exclusively from and are secured by a
pledge of and secured lien upon Revenues and certain amounts held under or pursuant to
the Subordinate General Resolution. The pledge, assignment and lien on the Revenues
granted pursuant to the General Resolution to secure Senior Lien Bonds (as defined in the
Subordinate General Resolution) is in all respects prior to the pledge, assignment and lien
on the Revenues granted by the Subordinate General Resolution to secure the Series
2013-A Subordinate Bonds and all other Subordinate Bonds (as defined in the
Subordinate General Resolution). The general fund of the City is not liable, and the
credit or taxing power of the City is not pledged, for the payment of the Series 2013-A
Subordinate Bonds or the interest thereon.

4.

The Subordinate General Resolution has been duly adopted by the City Council of the
City and constitutes the valid and binding obligations of the City, enforceable against the
City in accordance with its terms. The Subordinate General Resolution creates a valid
pledge, to secure the payment of the principal of and the interest on the Series 2013-A
Subordinate Bonds, of the Revenues of the City, and certain other amounts held by the
City under the Subordinate General Resolution subject to the provisions of the
Subordinate General 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 thereof granted by the General Resolution to secure the Senior Lien Bonds.

5.

The Series 2013-A Subordinate Bonds and other subordinate parity debt of the City have
been and may from time to time hereafter be issued under the Subordinate General
Resolution and are payable from Revenues on a parity basis with the Series 2013-A
Subordinate Bonds. Senior Lien Bonds have been and may from time to time be issued
under the General Resolution and are payable from Revenues in all respects prior to the
pledge, assignment and lien on the Revenues granted by the Subordinate General
Resolution to secure the Series 2013-A Subordinate Bonds and all other Subordinate
Bonds.

6.

Under existing law, interest on the Series 2013-A Subordinate Bonds is exempt from
personal income taxes of the State of California and, assuming compliance with the
covenant described below, interest on the Series 2013-A Subordinate Bonds is excluded
pursuant to section 103(a) of the Internal Revenue Code of 1986 (the "Code") from the
gross income of the owners thereof for federal income tax purposes. The Series 2013-A
Subordinate Bonds are not "specified private activity bonds" within the meaning of
section 57(a)(5) of the Code and, therefore, the interest on the Series 2013-A Subordinate
Bonds is not treated as an item of tax preference for purposes of computing the
alternative minimum tax imposed by section 55 of the Code; however, the receipt or
accrual of interest on the Series 2013-A Subordinate Bonds owned by a corporation may
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affect the computation of its altemative minimum taxable income, upon which the
alternative minimum tax is imposed.
The Code imposes certain requirements that must be met subsequent to the issuance and
delivery of the Series 2013-A Subordinate Bonds for interest thereon to be and remain
excluded from the gross income of the owners thereof for federal income tax purposes.
Noncompliance with such requirements could cause the interest on the Series 2013-A
Subordinate Bonds to be included in gross income retroactive to the date of issue of the
Series 2013-A Subordinate Bonds. The City has covenanted in the Subordinate General
Resolution to maintain the exclusion of interest on the Series 2013-A Subordinate Bonds
from the gross income of the owners thereof for federal income tax purposes.
Our opinions expressed in paragraph 6 above are rendered in reliance on representations and
certifications of the City made in a Tax Certificate dated the date hereof pertaining to the use,
expenditure, and investment of the proceeds of the Series 2013-A Subordinate Bonds. Except as stated in
paragraph 6 above, we express no opinion as to any federal or state tax consequences of the ownership or
disposition of the Series 2013-A Subordinate Bonds. Furthermore, we express no opinion as to any
federal, state or local tax law consequences with respect to the Series 2013-A Subordinate Bonds, or the
interest thereon, if any action is taken with respect to the Series 2013-A Subordinate Bonds or the
proceeds thereof upon the advice or approval of other counsel.
Our opinions are based on existing law, which is subject to change. Such opinions are further
based on our knowledge of facts as of the date hereof. We assume no duty to update or supplement our
opinions to reflect any facts or circumstances that may hereafter come to our attention or to reflect any
changes in any law that may hereafter occur or become effective. Moreover, our opinions are not a
guarantee of result and are not binding on the Internal Revenue Service; rather, such opinions represent
our legal judgment based upon our review of existing law that we deem relevant to such opinions and in
reliance upon the representations and covenants referenced above.
No opinion is expressed herein on the accuracy, completeness or sufficiency of the Official
Statement or other offering material relating to the Series 2013-A Subordinate Bonds.
The opinions expressed in paragraphs 3 and 4 above are qualified to the extent that the
enforceability of the Series 2013-A Subordinate Bonds and the Subordinate General Resolution. may be
limited by applicable bankruptcy, insolvency, debt adjustment, reorganization, moratorium or similar
laws or equitable principles relating to or limiting creditors' rights generally or as to the availability of
any particular remedy. The enforceability of the Series 2013-A Subordinate Bonds and the Subordinate
General Resolution is subject to the effect of general principles of equity, including, without limitation,
concepts of materiality, reasonableness, good faith and fair dealing, to the possible unavailability of
specific performance or injunctive relief, regardless of whether considered in a proceeding in equity or at
law, and to the limitations on legal remedies against governmental entities in California (including, but
not limited to, rights of indemnification).
These opinions are limited to the laws of the State of California and the federal laws of the United
States.
Respectfully submitted,
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APPENDIXG
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 20!3-A Subordinate Bonds, (b)
certificates representing ownership interest in or other confirmation or ownership interest in the Series
2013-A Subordinate Bonds, or (c) redemption or other notices sent to DTC or Cede & Co., its nominee,
as the registered owner of the Series 20!3-A 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 20!3-A 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" ofDTC to be followed in dealing with DTC Participants are on file with DTC.
I.
The Depository Trust Company, New York, NY, will act as securities depository for the
Series 20!3-A Subordinate Bonds (the "Series 2013-A Subordinate Bonds"). The Series 2013-A
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 the Series 2013-A Subordinate
Bonds, each in the aggregate principal amount of such maturity of such issue, and will be deposited with
DTC.

2.
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.
3.
Purchases of Series 2013-A Subordinate Bonds under the DTC system must be made by
or through Direct Participants, which will receive a credit for the Series 2013-A Subordinate Bonds on
G-l
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DTC's records. The ownership interest of each actual purchaser of each Security ("Beneficial Owner") is
in tum to be recorded on the Direct and Indirect Participants' records. Beneficial Owners will not receive
written confirmation from DTC of tbeir purchase. Beneficial Owners are, however, expected to receive
written confirmations providing details of the transaction, as well as periodic statements oftbeir holdings,
from the Direct or Indirect Participant through which the Beneficial Owner entered into the transaction.
Transfers of ownership interests in the Series 2013-A 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 2013-A
Subordinate Bonds, except in the event that use of tbe book-entry system for the Series 2013-A
Subordinate Bonds is discontinued.
4.
To facilitate subsequent transfers, all Series 2013-A 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 2013A 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 2013-A Subordinate Bonds; DTC's records reflect only the identity oftbe
Direct Participants to whose accounts such Series 2013-A Subordinate Bonds are credited, which mayor
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.
5.
Conveyance of notices and other commnnications 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 2013-A Subordinate
Bonds may wish to take certain steps to augment the transmission to them of notices of significant events
with respect to the Series 2013-A Subordinate Bonds, such as redemptions, tenders, defaults, and
proposed amendments to the Security documents. For example, Beneficial Owners of Series 2013-A
Subordinate Bonds may wish to ascertain that tbe nominee holding the Series 2013-A 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 tbe registrar and request that copies
of notices be provided directly to them.
6.
Redemption notices shall be sent to DTC. If less than all of the Series 2013-A
Subordinate Bonds within an issue are being redeemed, DTC's practice is to determine by lot the amount
of tbe interest of each Direct Participant in such issue to be redeemed.
7.
Neither DTC nor Cede & Co. (nor any otber DTC nominee) will consent or vote with
respect to Series 20l3-A 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 2013-A Subordinate Bonds are credited on the record
date (identified in a listing attached to the Omnibus Proxy).
8.
Redemption proceeds, distributions, and other payments on the Series 2013-A
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 tbe 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
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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
of DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct
and Indirect Participants.
9.
If applicable, a Beneficial Owner shall give notice to elect to have its Series 2013-A
Subordinate Bonds purchased or tendered, through its Participant, to the City's designated agent, and
shall effect delivery of such Series 2013-A Subordinate Bonds by causing the Direct Participant to
transfer the Participant's interest in the Series 2013-A Subordinate Bonds, on DTC's records, to the City's
designated agent. The requirement for physical delivery of Series 2013-A Subordinate Bonds in
connection with an optional tender or a mandatory purchase will be deemed satisfied when the ownership
rights in the Series 2013-A Subordinate Bonds are transferred by Direct Participants on DTC's records
and followed by a book-entry credit of tendered Series 2013-A Subordinate Bonds to the DTC account of
the City's designated agent.
10.
DTC may discontinue providing its services as depository with respect to the Series
2013-A 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.
II.
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 2013-A
Subordinate Bonds will apply.
12.
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.
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 2013-A SUBORDINATE BONDS FOR REDEMPTION.
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APPENDIXH
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 $
City
of Los Angeles Wastewater System Subordinate Revenue Bonds, Refunding Series 2013-A (the "Series
2013-A Subordinate Bonds") pursuant to a Subordinate General Resolution adopted by the City Council
on March 26, 1991, as amended and supplemented, including as amended and supplemented by the
Sixteenth Supplemental Resolution, adopted by the City Council on [March 26, 2013] (collectively, the
"Subordinate General Resolution").
The City covenants and agrees as follows:
Section 1.
Puroose of the Disclosure Certificate. This Disclosure Certificate is being
executed and delivered by the City pursuant to Rule ISc2-12(b)(S) (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 2.
Definitions. In addition to the definitions set forth in the Subordinate General
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 2013-A Subordinate Bonds
(including persons holding Series 2013-A Subordinate Bonds through nominees, depositories or other
intermediaries), or (b)is treated as the owner of any Series 2013-A 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 or any
other person authorized to act on his 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 ofthe events listed in Section Sea)of this Disclosure Certificate.
"MSRB" means the Municipal Securities Rulemaking Board established pursuant to Section
ISB(b)(I) 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 2013-A Subordinate Bonds.

,,2013, issued by the City in
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"Participating Underwriter" shall mean any of the original underwriters of the Series 2013-A
Subordinate Bonds required to comply with the Rule in connection with offering of the Series 2013-A
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.
Section 3.

Provision of Annual Reports.

(a)
The City shall cause the Dissemination Agent to provide not later than June 30 of each
fiscal year, commencing on June 30, 2012 for the report for the 2010-II fiscal year, Orif the fiscal yearend 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.
(b)
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.
(c)
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.
4.
Content of Annual Reports. The City's Annual Report shall contain or incorporate by
reference the following:
(a)
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 as is set forth in Note I to said audited financial
statements for the Fund for the Fiscal years Ended June 30, 2012 and 2011, included as Appendix E to the
Official Statement. If such audited financial statements are not available by the time the Anoual 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.
(b)

An update to the following tables and other information set forth

111

the Official

Statement:
"EXISTING WASTEWATER TREATMENT FACILITIES" table.
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"W ASTEW ATER
EXPENDITURES" table.
"SEWER
CUSTOMERS" table.

CAPITAL

SERVICE

CHARGE

"SEWER CONSTRUCTION
CHARGES" table.

IMPROVEMENT

BILLED

TO

AND MAINTENANCE

"WASTEWATER
SYSTEM
WASTEWATER VOLUME" table.

CUSTOMERS

PROGRAM

TEN

LARGEST

FUND RATES AND

AND

BILLABLE

"BUREAU OF SANITATION AUTHORIZED POSITIONS" table.
"SEWER
CONSTRUCTION
AND
RETIREMENT AND OPEB CONTRIBUTIONS" table.
"SEWER CONSTRUCTION
OF OPERATIONS
AND
DEBT
(UNAUDITED)" table.

MAINTENANCE

FUND

AND MAINTENANCE FUND SUMMARY
SERVICE
COVERAGE
CASH
BASIS

"SEWER CONSTRUCTION
AND MAINTENANCE
BALANCES IN ALL FUNDS (UNAUDITED)" table.

FUND

CASH

"CITY OF LOS ANGELES WASTEWATER
SYSTEM REVENUE
BONDS AND COMMERCIAL
PAPER NOTES AMOUNTS
ISSUED AND
OUTSTANDING" table.
"VARIABLE RATE BONDS CREDIT ENHANCEMENT'

table.

(c)
An update to the following Sections in Appendix A to the Official Statement:
"FINANCIAL OPERATIONS," "BONDED AND OTHER INDEBTEDNESS" and "LITIGATION."
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.

(a)
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 2013-A Subordinate
Bonds:
(i)

principal and interest payment delinquencies;

(ii)

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

unscheduled draws on debt service reserves reflecting financial difficulties of the

(iv)
the City;

unscheduled draws on any credit enhancements reflecting financial difficulties of

City;

(v)

substitution of any credit or liquidity providers, or their failure to perform;

(vi)
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 2013-A Subordinate
Bonds, or other material events affecting the tax status of the Series 2013-A Subordinate Bonds;
(vii)
material;

modifications to the rights of Owners of the Series 2013-A Subordinate Bonds, if

(viii)

bond calls other than scheduled sinking fund redemptions, if material, and tender

(ix)

defeasances;

offers;

(x)
release, substitution, or sale of property, if any, securing repayment of the Series
2013-A Subordinate 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;
(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
trustee, if material.
(b)
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
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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.
(c)
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 bnt not in excess of 10 business days after the
occurrence of such Listed Event.
Section 6.
Termination of Reporting Obligation. The City's obligations under this
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all
of the Series 2013-A Subordinate Bonds. If such termination occurs prior to the final maturity of the
Series 2013-A Subordinate Bonds, the City shall give notice of such termination in the same manner as
for a Listed Event under Section 5(d) hereof.
Section 7.
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 8.
Amendment; Waiver. Notwithstanding any other provision of this Disclosure
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:
(a)
lfthe 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 2013-A Subordinate Bonds, or the type of business condncted;
(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 Rnle, as well as any change in circumstances; and
(c)
The amendment or waiver either (i) is approved by the Holders of the Series
2013-A Subordinate Bonds in the same manner as provided in the Subordinate General
Resolution for amendments to the Subordinate 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 2013-A Subordinate
Bonds.
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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.
Section 10.
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 20J3-A 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
Subordinate 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 II.
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 2013-A Subordinate Bonds.
Section 12.
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 20J3-A Subordinate Bonds, and shall create no rights in any other person or entity.
Section 13.
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.
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Date:

, 2013
CITY OF LOS ANGELES

By:
Assistant City Administrative Officer
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REPORT RE:
DRAFT ORDINANCE PROVIDING FOR THE
ISSUANCE OF BONDS FOR THE
WASTEWATER SYSTEM AND AMENDING SECTION 5.168.1 OF THE
LOS ANGELES ADMINISTRATIVE CODE

The Honorable City Council
of the City of Los Angeles
Room 395, City Hall
200 North Spring Street
Los Angeles, California 90012
Honorable Members:
This Office has prepared and now transmits for your consideration the enclosed
draft ordinance, approved as to form and legality, in connection with the City's
Wastewater System Revenue Bond Program. This draft ordinance provides for the
issuance of senior lien bonds and subordinate bonds (Bonds), which shall be
designated as the Wastewater System Revenue Bonds, Series 2013-A and Refunding
Series 2013-B, and the Wastewater System Subordinate Revenue Bonds, Refunding
Series 2013-A. This draft ordinance amends Section 5.168.1 of the Los Angeles
Administrative Code to add for the Bonds related special funds consisting of a Debt
Service Fund for each series of the senior lien bonds, a Debt Service Fund for the
subordinate bonds, a Construction Fund for the senior lien Series 2013-A Bonds, and a
Rebate Fund for each series of the Bonds.

The Honorable City Council
of the City of Los Angeles
Page 2

If you have any questions regarding this matter, please contact Assistant City
Attorney Marilyn Garcia at (213) 978-7782. She or another member of this Office will be
present when you consider this matter to answer any questions you may have.
Very truly yours,
CARMEN A TRUTANICH, City Attorney

By

,.;;!~,-~
PEDRO B. ECHEVERRIA
Chief Assistant City Attorney
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ORDINANCE NO.

_

An ordinance providing for the issuance of senior lien bonds and subordinate
bonds for the Wastewater System and amending Section 5.168.1 of the Los Angeles
Administrative Code to add related special funds.
THE PEOPLE OF THE CITY OF LOS ANGELES
DO ORDAIN AS FOLLOWS:
Section 1. That bonds (Bonds) of the City of Los Angeles, designated as
wastewater system revenue bonds, in the aggregate principal amount not to exceed
$95,000,000, be issued for the purpose of constructing, improving and expanding the
wastewater collection and treatment systems of the City, and wastewater system
revenue bonds be issued to repay all or a portion of the outstanding wastewater system
commercial paper notes, and wastewater system revenue bonds be issued to
accomplish interest rate savings targets designated by the Council pursuant to
resolution.
Sec. 2. Subsection (a) of Section 5.168.1 of the Los Angeles Administrative
Code is amended by adding the following enumerated debt service funds:
(41) Wastewater System Revenue Bonds Debt Service Fund, Series
2013-A (the "2013 Series A Debt Service Fund");
(42) Wastewater System Revenue Bonds Debt Service Fund, Refunding
Series 2013-B (the "2013 Series B Debt Service Fund");
(43) Wastewater System Subordinate Revenue Bonds Debt Service
Fund, Refunding Series 2013-A (the "Subordinate 2013 Series A Debt Service
Fund");
(44)
Wastewater System Subordinate Revenue Bonds Debt Service
Fund, Series 2013-B (the "Subordinate 2013 Series B Debt Service Fund");
Sec. 3. Subsection (d) of Section 5.168.1 of the Los Angeles Administrative
Code is amended by adding the following construction fund:
26)
Wastewater System Revenue Bonds Construction Fund, Series
2013-A (the "2013 Series A Construction Fund");
(27) Wastewater System Subordinate Revenue Bonds Construction
Fund, Series 2013-B (the "Subordinate 2013 Series B Construction Fund");
Sec. 4. Subsection (e) of Section 5.168.1 of the Los Angeles Administrative
Code is amended by adding the following enumerated rebate funds
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(42)
Wastewater System Revenue Bonds Rebate Fund, Series 2013-A
(the "2013-A Rebate Fund");
(43) Wastewater System Revenue Bonds Rebate Fund, Refunding
Series 2013-B (the "2013-B Bonds Rebate Fund");
(44) Wastewater System Subordinate Revenue Bonds Rebate Fund,
Refunding Series 2013-A (the "2013-A Subordinate Rebate Fund");
(45)
Wastewater System Subordinate Revenue Bonds Rebate Fund,
Series 2013-B (the "2013-B Subordinate Rebate Fund");
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Sec. 5. The City Clerk shall certify to the passage of this ordinance and have it
published in accordance with Council policy, either in a daily newspaper circulated
in the City of Los Angeles or by posting for ten days in three public places in the City of
Los Angeles: one copy on the bulletin board located at the Main Street entrance to the
Los Angeles City Hall; one copy on the bulletin board located at the Main Street
entrance to the Los Angeles City Hall East; and one copy on the bulletin board located
at the Temple Street entrance to the Los Angeles County Hall of Records.
I hereby certify that this ordinance was passed by the Council of the City of
Los Angeles, at its meeting of
_

JUNE LAGMA Y, City Clerk

By

__
Deputy

Approved __

~

_

Mayor
Approved as to Form and Legality

CARMEN A. TRUTANICH, City Attorney

B~'
MARILYN'
(Assistant

J.~~

."CfARCIA
ity Attorney)
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REPORT RE:
DRAFT ORDINANCE TO ESTABLISH PROCEDURES FOR THE ISSUANCE AND
SALE OF REVENUE BONDS FOR THE CITY'S WASTEWATER SYSTEM

The Honorable City Council
of the City of Los Angeles
Room 395, City Hall
200 North Spring Street
Los Angeles, California 90012
Honorable Members:
This Office has prepared and now transmits the enclosed draft ordinance for your
consideration in connection with revenue bonds (Bonds) to be issued by the City of
Los Angeles (City) for the City's Wastewater System (System). Beginning in 1987, the
City has issued Bonds pursuant to three voter authorizations, as required by the former
Charter. Such voter authorizations will expire soon. The City's current Charter,
approved by the voters on June 8, 1999, and effective on July 1, 2000, allows Bonds to
be issued without voter authorization and pursuant to a procedural ordinance. This draft
ordinance would amend Division 11, Chapter 1, of the Los Angeles Administrative Code
by adding a new Article 6.7, which would establish procedures pursuant to which Bonds
may be issued to finance System improvements. We have approved the ordinance as
to form and legality.

The Honorable City Council
of the City of Los Angeles
Page 2

If you have any questions regarding this matter, please contact Assistant City
Attorney Marilyn Garcia at (213) 978-7782. She or another member of this Office will be
present when you consider this matter to answer any questions you may have.
Very truly yours,
CARMEN A TRUTANICH, City Attorney

{l/7(?1)
~ r'--- V~J(
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-ft"l

By /
i
~

PEDRO B. ECHEVERRIA
Chief Assistant City Attorney
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Ordinance to Establish Procedures for issuance and

ORDINANCE

NO.

_

An ordinance amending Chapter 1 of Division 11 of the Los Angeles
Administrative Code to add a new Article 6.7 to establish procedures for the issuance
and sale of revenue bonds for the City's wastewater system.
THE PEOPLE OF THE CITY OF LOS ANGELES
DO ORDAIN AS FOLLOWS:
Section 1. A new Article 6.7 is added to Chapter 1 of Division 11 of the
Los Angeles Administrative Code to read as follows:
Sec. 11.28.12. Power of the Council.
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 of the City, may
determine that revenue bonds, notes and other indebtedness or obligations (collectively,
"Bonds") shall be issued as provided in this Article 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 City's Sewer Construction and
Maintenance Fund, Sewer Operation and Maintenance Fund and Sewer Capital Fund
(collectively, "SCM Fund"), established pursuant to Article 4 of Chapter 6 of the Los
Angeles Municipal Code.
Sec. 11.28.13. Authorization
Pursuant to Wastewater System Revenue Bonds
General Resolution and Wastewater System Subordinate Revenue Bonds
General Resolution.
Whenever the Council deems it necessary for the City to incur a bonded
indebtedness under this article, it may adopt a supplemental resolution (Supplemental
Resolution) pursuant to the Wastewater System Revenue Bonds General Resolution,
adopted by the Council on November 10,1987, as amended and supplemented
(General Resolution), or the Wastewater System Subordinate Revenue Bonds General
Resolution, adopted by the Council on March 26, 1991, as amended and supplemented
(Subordinate General Resolution), as applicable, pursuant to which the City has
previously issued Bonds. The City may continue to issue Bonds in the form of notes
pursuant to the Subordinate General Resolution, as amended and supplemented as of
the effective date of this Article. When issuing Bonds pursuant to this Section 11.28.13,
the City shall not be required to comply with Sections 54300, et seq., of the California
Government Code (Revenue Bond Law of 1941), unless required by the Charter.
Sec. 11.28.14. Authorizing

Resolution.

Whenever the Council deems it necessary for the City to incur a bonded
indebtedness under this Article and determines that such bonded indebtedness will not
be issued pursuant to Section 11.28.13 of this Article, the Council shall adopt a
resolution (Authorizing Resolution) which shall, at a minimum:
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(a)
State that the Council deems it necessary to incur the bonded
indebtedness and authorizes the issuance of Bonds; and
(b)
Specify the amount or maximum amount of the bonded indebtedness to
be incurred or, for refunding bonds, specify the interest rate savings requirements to be
met; and
(c)

State the maximum term of the Bonds to be issued; and

(d)
Specify the maximum rate of interest which the Bonds shall bear or
accrue, which interest may be either fixed or variable or a combination thereof.
In addition, the Council shall provide in such resolution for the issuance of the
Bonds pursuant to an indenture, trust agreement, paying agent agreement or other
agreement, as the same may be amended or supplemented (Financing Agreement).
Such Financing Agreement may, among other things, prescribe the form of the Bonds,
the time and place for payment of the principal and interest on [or accreted value of] the
Bonds, may provide for events of default and the rights and remedies arising from any
such defaults, and may provide for the redemption of the Bonds issued under this
Article before maturity at determined prices. No provision of such Financing Agreement
shall be inconsistent with the provisions of the General Resolution or the Subordinate
General Resolution, or impair the Security of the bondholders thereunder, while any
bonds remain outstanding thereunder, unless the City receives an opinion from
nationally recognized municipal bond counsel that such Financing Agreement is
authorized under the resolution.

Sec. 11.28.15. Sale of the Bonds.
The City may sell the Bonds in one or more series on a taxable and/or taxexempt basis at such times and in such manner as the Council deems to be in the
public interest and in compliance with the Charter, and such Bonds may be sold by
competitive sale or by private sale at a price above or below par with such terms and
conditions as shall be acceptable to the Council.

Sec. 11.28.16. Signature; Countersignatures.
The Bonds shall be signed and authenticated by the person(s) authorized to do
so in the Supplemental Resolution or the Authorizing Resolution, as applicable. All
signatures and countersignatures may be made by facsimile, printed or otherwise
mechanically reproduced, except that one signature must be manual. If any officer
whose signature appears on the Bonds ceases to be an officer before the delivery of
such Bonds, his or her signature shall be as effective as if he or she had remained in
office.
Neither the members of the Council nor any official or employee of the City nor
any person executing the Bonds shall be liable personally on such Bonds or be subject
to any personal liability or accountability by reason of the issuance of such Bonds.
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Sec. 11.28.17. Related Powers.
The Financing Agreement may provide for vesting in a trustee the right to receive
revenues from the SCM Fund and to enforce covenants set forth in the Financing
Agreement. The Council may further provide in the Financing Agreement for other acts
and things which it deems necessary, convenient or desirable to provide for the
issuance of the Bonds (whether pursuant to a Supplemental Resolution or an
Authorizing Resolution), tending to make them more marketable, including, but not
limited to, the provision of bond insurance or other credit support for the Bonds.

Sec. 11.28.18. Bonds as Special Obligations of the City.
The Bonds shall be special, limited obligations of the City payable from the
revenues of the Wastewater System and amounts on deposit in the SCM Fund [and any
other fund or account specified in the Supplemental Resolution or the Financing
Agreement]. The City is not obligated to make payment on the Bonds from any other
sources. The Bonds shall not be payable from the general fund of the City and shall not
constitute a general obligation of the City, and neither the full faith and credit nor the
taxing power of the City shall be pledged to the payment of any amounts due on the
Bonds. Nothing in this Article, however, shall preclude the City from voluntarily
advancing any other lawfully available moneys to the payment of principal, premium or
interest on the Bonds.

Sec. 11.28.19. Amendment of Article.
This Article shall not be amended or supplemented to have a material adverse
effect upon the rights of the holders of any outstanding Bonds without the written
consent of such holders, except as follows: (i) if this Article is amended or
supplemented to cure an ambiguity or to correct or supplement a defective provision; or
(ii) if the Council finds that such amendment or supplement will not materially impair or
adversely affect the City's interests and Bond Counsel renders an opinion to the effect
that such amendment or supplement will not materially impair or adversely affect the
interests of any such holder; or (iii) if the amendment or supplement will apply solely to
Bonds issued after the amendment's effective date.

Sec. 11.28.20. Action to Determine Validity of Bonds.
An action may be brought by the City to determine the validity of the Bonds
pursuant to Chapter 9 (commencing with Section 860) of Title 10 of Part 2 of the
California Code of Civil Procedure.

Sec. 11.28.21. Requirements of Constitution.
The Bonds shall not constitute indebtedness of the City for purposes of Section
18 of Article XVI of the California Constitution.
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Sec. 11.28.22. Partial invalidity.
If, for any reason, any part of this Article is invalid, then all valid parts that are
severable from the invalid part remain in effect.

Sec. 11.28.23. Alternative Method.
This Article provides a complete alternative method of issuing Bonds and the
provisions set forth herein do not preclude the Council from issuing Bonds under
powers conferred by any other law; provided, that nothing in this Article shall be
construed in a manner inconsistent with the provisions of the General Resolution or the
Subordinate General Resolution while any Bonds remain outstanding under either
resolution.
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Sec. 2. The City Clerk shall certify to the passage of this ordinance and have it
published in accordance with Council policy, either in a daily newspaper circulated in
the City of Los Angeles or by posting for ten days in three public places in the City of
Los Angeles: one copy on the bulletin board located in the Main Street lobby to the City
Hall; one copy on the bulletin board located at the Main Street entrance to Los Angeles
City Hall East; and one copy on the bulletin board located at the Temple Street entrance
to the Los Angeles County Hall of Records.
I hereby certify that this ordinance was passed by the Council of the City of
Los Angeles, at its meeting of
_

JUNE LAGMAY, City Clerk

By

~~
Deputy

Approved

_

Mayor
Approved as to Form and Legality
CARMEN A. TRUTANICH, City Attorney

BY~)'-4v,MARILYN L. G
CIA
Assistant City Attorney

Date: ....
~~
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