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OBJECTION OF U.S. BANK NATIONAL ASSOCIATION AND U.S. BANK TRUST
NATIONAL ASSOCIATION, EACH IN ITS CAPACITY AS TRUSTEE,
TO THE PLAN OF REHABILITATION DATED SEPTEMBER 27, 2012

U.S. Bank Natioﬁal Association and U.S. Bank Trust National Association, each in its
capacity as trustee or similar role (collectively, “U.S. Bank”) for certain residential mortgage
backed securities (“RMBS”), municipal debt securities and any other affected transactions
(collectively, the “Trusts”) file this objection (“Objection”) to the proposed Plan of
Rehabilitation for FGIC, dated September 27, 2012 (“H__;_an”); Except as otherwise defined in this
Objection, all capitalized terms shall have the meanings ascribed to such terms in the Plan.

I. INTRODUCTION

U.S. Bank serves as trustee on behalf of holders of securities (“Securityholders™) in
connection with certain RMBS, municipal and other transactions insured By Financial Guaranty
Insurance Company (“FGIC”). U.S. Bank and the Securityholders it represents are the
beneficiaries of insurance policies issued by FGIC to secure payment obligations .to the
Securityholders under each of the Trusts. In accordance with the policiés, FGIC is obligated to -
insure against payment defaults or other deficiencies under the relevant transaction documents.

On November 24, 2009, the Superintenderﬁ of Financial Services of the State of

New York (“Superintendent”) issued an order under Section 1310 of the New York Insurance

Laws (“NYIL”) (as supplemented on March 25, 2010, the “1310 Order”), pursuant to which



FGIC ceased paying claims under the policies. As a result, defaults exist and are continuing
under the governing documents for the Trusts. (Memorandum of Law in Support of Verified
Petition of the Superintendant of Financial Services of the State of New York, filed on June 11,

2012 (“Memorandum in Supp. of Petn.”), at 3, 6.)

Despite the protections affofded by the 1310 Order, and the cessation of payments on
policy claims, FGIC has been unable to remove its capital impairment and remains insolvent.
(Memorandum in Supp. of Petn. at 3, 6.) As a result, on June 11, 2012, the Superintendent
petitioned this Court to place FGIC into rehabilitation and to obtain certain injunctive relief with
respect to FGIC and its wholly-owned subsidiary, FGIC Credit Products, LLC (“Proposed

Rehabilitation Order”). The Proposed Rehabilitation Order, as modified in response to

objections raised by U.S. Bank and other trustees, was issued by this Court on June 28, 2012

(“Rehabilitation Order”).

As outlined below, U.S. Bank has substantial outstanding claims against FGIC on
account of existing defaults and deficiencies under the policies and transaction documents
governing the Trusts. U.S. Bank also anticipates additional future claims against FGIC over the

life of the Trusts.

II. PROCEDURAL POSTURE

On September 27, 2012, the Superintendent, in his capacity as Rehabilitator, filed the
Plan together with a Disclosure Statement, Plan Supplement and a Proposed Plan Approval
Order. A hearing on confirmation of the Plan is currently scheduled for December 18, 2012.

Following issuanc§ of the Order to Show Cause, U.S. Bank and certain other financial
institutions 'serving as trustees for RMBS, municipal bond trusts and other transactions insured

by FGIC formed an informal working group (“Trustee Group”) to provide comments to the

Rehabilitator regarding this proceeding and any proposed plan of rehabilitation. As a result of
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the dialogue between the Trustee Group and the Superintendent, certain modifications were
made to the injunctive relief provided under the Rehabilitation Order, including, among other
things, inclusion of a provision permitting the trustees to petition this Court in the event any
trustee received conflicting trust administration instructions from its Securityholders and the
Rehabilitator.

Discussions among the Trustee Group and the Rehabilitator continued after issuance of
the Rehabilitation Order. A draft of the Plan was provided to the Trustee Group on August 30,
2012. The Trustee Group subsequently commented on the draft Plan and engaged in discussions
with the Rehabilitator during which the Trustee Group raised serious concerns regarding the
enforceability, feasibility and overall fairness of the draft Plan. Certain of the Trustee Group’s
comments to the draft Plan have been incorporated into the version filed with this Court. Many

of the more serious concerns, however, have not been addressed.

III. PRELIMINARY STATEMENT

At the outset, the Court should note that the Rehabilitator does not presently anticipate
that FGIC will operate as a going concern or write new policies. The Plan simply seeks to
administer the rights and claims of policyholders arising from or relating to FGIC’s defaulted
policies. Investment grade policies (policies not in default) will be novated and sold under the
Plan.! Against this backdrop, the Court must determine whether FGIC’s Plan should be

approved as proposed. It should not. |

" In connection with the Plan, the Rehabilitator is seeking approval of a Novation Agreement between FGIC and
National Public Finance Guarantee Corporation, pursuant to which FGIC policies that were previously reinsured by
National Public, but for which FGIC remained primarily liable, would now be novated to National Public.
Disclosure Statement § V(C)(1). The affected policies consist solely of policies insuring municipal bonds
characterized by MBIA (National Public’s parent company) as “investment grade credits, primarily in the general
obligation, water and sewer, tax-backed and transportation sectors.” Affidavit of Irina Palchuk (“Palchuk Aff),
Exhibit A (Exhibit 99.1 to Current Report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934,
filed by MBIA, Inc. on August 27, 2008).



Under the Plan, as currently drafted, FGIC seeks to abrogate policyholders’ statutory and
common law rights of setoff, while at the same time, .maintaining and even expanding those
rights ‘for itself. In many instances, the Plan also seeks to imposé upon U.S. Bank and the other
trustees new duties which are impossible, impracticable, or overly burdensome and without
business justification.

Below is a summary of the more significant problems with the Plan:

e Sections 3.5 and 7.8(c) of the Plan prohibit policyholders from exercising setoff rights,
both prospectively and retroactively, while .Section 4.9 permits FGIC not only to retain its
setoff rights, but to expand such rights by offsetting against the smaller amounts FGIC
proposes to pay under the Plan rather than against the full amount of the claim. These
Sections must be modified to recogﬁize policyholders’ common law and statutory rights
of setoff on a parity basis.

e Sections 3.5 and 7.8(e) would permit FGIC to immediately regain Control Rights (as
defined below) under any trust for which a claim has been submitted regardless of
whether FGIC has paid such claim. These Sections should be deleted or, at a minimum,
modified to ensure that FGIC is permitted to exercise Control Rights solely in proportion
to the actual cash payments it makes to policyholders.

e Section 4.7 punitively delays pdyment of an entire claim for so long as any portion of the
claim remains in dispute. This Section should be modified to provide that the undisputed
portions of a claim be paid timely and any disputed portion be segregated and resolved
separately. There is no business justification for withholding payments to policyholders

on account of undisputed claims.



e As noted above, certain of the Plan provisions as currently drafted would be
unnecessarily burdensome and, in some instances, impossible to implement. Moreover,
the additional costs of implementation would not be borne by FGIC, but rather by the
trustees, Securityholders, and issuers under individual trusts. Section 7.5(b) of the Plan
should be revised to provide that, in addition to the indemnification provided thereunder,
FGIC will compensate and reimburse trustees for all actions taken as a result of the
Rehabilitation, including the Plan and the Restructured Policy Terms, as an
administrative expense, regardless of the sufficiency of funds available under any
individual trust.

e Provisions relating to retention of exclusive jurisdiction under Section 8.1 of the Plan are
overbroad. Section 8.1 | should be modified to provide that, while this Court will retain
jurisdiction over implementation of the Plan, such jurisdiction will not be exclusive.
Read literally, any actions relating to the administration and resolution of conﬂicts arising
under individual trusts must be brought in this Court.

e That portion of Section 7.5(b) permitting FGIC to assume U.S. Bank’s defense and
deeming FGIC’s indemnity adequate for all purposes, should be stricken. The Plan
vcannot and should not fundamentally alter the bargained-for, contractual indemnification
rights of trustees under the transaction documents governing individual trusts.

IV.  ARGUMENT

A plan of rehabilitation must be fair and equitable to policyholders (and other creditors)
and provide at least what policyholders would have received in a liquidation of the insurer. See
Carpenter v. Pac. Mut. Life Ins. Co. of Cal., 10 Cal. App. 2d 307, 321 (1937) aff'd sub nom.

Neblett v. Carpenter, 305 U.S. 297 (1938). While the Rehabilitator has broad discretion under



the NYIL to propose a plan, the plan must recognize the legal and contractual rights of
policyholders. See New York Tit. & Mtge. Co. v. Irving Trust Co., 241 A.D. 246 (N.Y. App. Div.
1934) (an injunction which qssumed to deprive the claimant of the right of set-off would be
invalid since it would exceed the powers conferred upon the court by the statute). Instead of
proposing a fair plan for payment of its obligations to policyholders, the Rehabilitator seeks to,
among other things, use its “rehabilitation” plan to abrogate the legal rights of policyholders,
who are the victims of FGIC’s financial demise. As such, and for the reasons stated below,
U.S. Bank requests that the Court deny approval of the Plan as arbitrary, capricious and an abuse
of the discretion. See Callon Petroleum Co. v. Superintendent of Ins. of State, 53 A.D.3d 845 (3d

Dep’t 2008).

A. The Plan Unlawfully Prohibits Securityholders from Exercising. Setoff
Rights, while at the Same Time, Subjecting Securityholders to FGIC’s
Exercise of Such Rights.

1. The Right of Setoff is Guaranteed Under Article 74.

The right of setoff — long recognized under the laws of every State — reflects the general
consensus among courts and legislatures that it would be absurd to make “A pay B when B owes
A Studley v. Boylston Nat'l Bank of Boston, 229 U.S. 523, 528 (1913). In the United States,
this right is derived from statute and common law, as well as contract. Schwab et al., Onset of an
Offset Revolution: The Application of Set-Offs in Insurance Insolvencies, 95 Dickenson L. Rev.
449, 453 (1991). Statutoryv setoff rights in the United States date back centuries and have been
recognized and preserved under each of the nation’s five bankruptcy acts. See 5-553 Collier on
Bankruptcy P 553.LH (16th ed.); see also Studley, 229 U.S. at 528 (noting that “[w]hat the old
books called a right of stoppage . . . is a right given or recognized by the commercial law of each

of the States and is protected by the Bankruptcy Act.”).



Setoff is similarly recognized in insolvency proceedings involving New York domiciled
insurers. Article 74 (;f the NYIL expressly confers the right of setoff upon insurers and other
persons involved in insurance rehabilitation and liquidation proceedings thereunder. See New
York Tit. & Mtge. Co. v. Irving Trust Co., 241 A.D. 246 (N.Y. App. Div. 1934) (finding that “the
right of set-off expressly conferred by section 420 [now § 7427]” applies to rehabilitations as
well as liquidations under Article 74.) Section 7427 of the NYIL provides, in pertinent part, that:

[i]n all cases éf mutual debts or mutual credits between the insurer and another

person in connection with any action or proceeding under this article, such credits

and debts shall be set off and the balance only shall be allowed or paid . . . .

NYIL § 7427(a).

In the Matter of Midland Insurance Compdny involved a dispute over application of the
“right of offset under [Section 7427].” 590 N.E.2d 1186, 1189 (N.Y. 1992). According to the
Midland Court, “[t]he general rule, recognized by courts and commentators alike, holds that
mutual debts and credits between parties may be set off . . . even in cases involving insolvent
insurance companies.” 590 N.E.2d at 1190 n.2.

In Irving, the Court recognized that the setoff rights granted under Section 7427 would
necessarily curtail the injunctive relief available to the Rehabilitator under Section 7419. Irving,
241 A.D. at 249. Specifically, the Court found that:

The right to injunction in this [rehabilitation] proceeding is conferred by the

provisions of section 410 [now § 7419] and such right is necessarily limited by

the provisions of section 420 [now § 7427]. Accordingly, an injunction which

assumed to deprive the claimant of the right of set-off granted under section 420
would be invalid since it would exceed the powers conferred upon the court by

“the statute.

Id  This comports with the general rule that, “when a supervising court’s jurisdiction over

insolvency proceedings is derived from statute, the court has no power to dispense with the plain



requirements of the statute.” Schwab, 95 Dickenson L. Rev. at 476 (citing First Fed. Sav. &

Loan Ass’nv. Walker, 437 N.E.2d 644, 648 (1982)).

2. The Plan Fundamentally Alters Statutory and Common Law Setoff Rights
to the Detriment of Policyholders and for the Benefit of FGIC.

At a basic level, and as recognized under Section 7427, setoff is the right between two
parties to net their respective debts when each owes the other an obligation. See NYIL § 7427.
Thus, in a case where FGIC owed a policyholder $200 and the policyholder owed FGIC $100,
application of setoff results in a net obligation of $100, payable by FGIC to the policyholder.
Importantly, the right of setoff is not eliminated under the Plan. Instead, the Rehabilitator seeks
to alter it fundamentally in two primary respects.

First, the Plan would eliminate all policyholder rights of setoff while permitting FGIC to
offset against policy claims. Cf Plan §§ 4.9 and 7.8(c). Section 4.9 would reinstate FGIC’s
setoff rights even for trusts where FGIC contractually waived such rights under the applicable |
transaction documents. Thus, if FGIC owed a policyholder $200 and the policyholder owed
FGIC $100, FGIC would still be permitted to reduce its obligation to the policyholder by $100.
The reverse would not be true, however. Even more importantly, Section 3.5 of the Plan (waiver
of past defaults and events of default) makes the prohibition on a policyholder setoff retroactive
to November 24, 2009 — the date of the 1310 Order.

Second, the Plan does not simply preserve or reinstate FGIC’s setoff rights under the
transaction documents, it actually expands such rights by adjusting the amoﬁnt of the debts to be
offset — in effect granting FGIC “super” setoff rights. As noted above, the basic right of setoff

under Section 7427 provides for netting such mutual debts and credits as exist between the

? It is unclear how FGIC will retroactively unwind transactions where setoff rights already have been exercised.
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insurer and the other party.3 Thus, so long as the respective obligations under the prior examplé
are due to and from FGIC, as insurer, and the policyholder, as insured, respectively, the full
amount of each obligation must be used in calculating the amount of the setoff.

Under the Plan, however, FGIC would be permitted to offset against “any Permitted
Claim or any distribution to be made under the Plan on account of such Permitted Claim.” Plan

§ 4.9 (emphasis added). The illustration supplied in the Addendum to the Rehabilitator’s

Memorandum of Law in Support of the Plan of Rehabilitation (“Plan Support Memorandum™)
clarifies that the Rehabilitator intends to offset, not against the Permitted Claim (i.e. the entire
amount of FGIC’s obligation to the policyholder), but against cash distributions on account of
th¢ Permitted Claim (i.e. the Permitted Claim multiplied by the CPP then in effect). (See Add. to
Plan Support Memorandum at 2.)

The doctrine of setoff is not merely a procedural device aimed at promoting transactional
efficiencies, it is a “substantive right designed to avoid the injustice of requiring an insolvent
entity’s debtor to pay the full amount of his obligation in order to receive only a .portion of the
amount owed him.” Schwab, 95 Dickenson L. Rev. at 454. In support of its proposed derogation
of this substantive legal right, the Rehabilitator argues that

“modify[ing] policyholders’ payment obligations . . . and allowing FGIC to setoff

against cash distributed to policyholders any payments owed to it under the Plan

that have not been paid by such policyholders, is the fairest and most equitable

approach to avoid allowing certain policyholders to benefit disproportionately at
. the expense of other FGIC policyholders.”

* Under New York law, debts and credits are mutual when they are “due to and from the same person in the same
capacity. ” Beecher v Vogt Mfg. Co., 227 N.Y, 468, 473 (1920), In re People (Consolidated Indem. & Ins. Co.), 287
N.Y. 34, 38 (1941). Further, pursuant to Midland, there is no requirement that the debts arise out of the same
transaction. Midland, 590 N.E.2d at 1191,



The Rehabilitator’s justification runs counter to the long-standing principle, recognized in Irving,
that,v although application of setoff principles may benefit one creditor or class of creditors over

another

“[i]t has long been the law that ‘the equity of equality among creditors is either
found inapplicable to such set-offs or yields to their superior equity.’”

Irving, 241 A.D. at 248 (citing Scott v. Armstrong, 146 U.S. 499 (1892)); see also Midlana", 590
N.E.2d at 1191 (“Although permitting offsets may conflict with the statutory purpose of
providing for the pro rata distribution of the insolvent’s estate to creditors, the Legislature has
resolved the competing concerns and recognized offsets as a species of lawful preference.”);
Schwab, 95 Dickenson L. Rev. at 454 (“For nearly two thousand years . . . courts and legislatures
héve resolved the tension between these competing public policies [prohibifion on preferences
and pro rata distribution of estate assets versus setoff rights] in favor of set-offs.”). According to
the Court in Irving, “[t]There is nothing in the nature of a rehabilitation which should upset this
well-established principle.” 241 A.D. at 248.

For the foregoing reasons, this Court should 4deny approval of the Plan unless the

Rehabilitator modifies the language to recognize policyholders’ right of setoff on a parity basis.

B. The Plan Improperly Reinstates FGIC’s “Control Rights” under the
Governing Documents Notwithstanding Its Failure to Perform under the

Policies.

Under the terms of the Plan, FGIC would not fully perform its obligations in respect of
the policies for decades, if ever, and yet it proposes to‘ retain or regain all direction and control
rights — including, among others, the right to consent to any amendments, modifications or
waivers of the terms of the transactions or actions under the transaction documents, the right to

declare or waive events of default, termination events, rapid amortization events or similar rights,
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and the right to direct the exercise of remedies following an event of default (collectively, the
“Control Rights™).

The governing documents vest certain Control Rights in FGIC, as insurer, for so long as
it is not in default under the terms of the policies. See e.g. Palchuk Aff., Exhibit B (Bear Stearns
Asset Backed Securities I Trust 2005-AC9 (“BSABS Trust”)) §§ 6.12(f), (g). However, in the
event FGIC fails to pay a claim under the policies, or otherwise defaults, all or a portion of such
Control Rights révert to the Securityholders. Id. Under Section 3.5 of the Plan, the Rehabilitator
proposes to eliminate all defaults and events of default existing under the policies or any
- transaction document on account of the Rehabilitation or Rehabilitation Circumstances,
including defaults in the payment of claims. And, under Section 7.8(¢) of the Plan, the
Rehabilitator would enjoin Securityholders and the trustees from exercising or acting
inconsistent with FGIC’s exercise of Control Rights that FGIC would have but for the
Rehabilitation or the Rehabilitation Circumstances. The net effect of these provisions is that,
under the Plan as proposed, FGIC will immediately re-acquire or continue to retain Control
Rights under ahy trust, notwithstanding its failure to pay claims under the policies.

Control Rights are fundamental to administration of a trust and inextricably tied to those
parties who will benefit from exercising default remedies. This is precisely why the policies
provide that, if FGIC pays the insured claim, it would be entitled to direct the trustee’s exercise
of remedies. It only makes sense that Securityholders would not be allowed to exercise Control
Rights when the real beneficiary of any such action would be FGIC. The corollary also is true.
If FGIC does not pay the policy claim, it should not be entitled to direct the trustee as to any

exercise of remedies, which would be for primary benefit of Securityholders.
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There is no business justification to allow FGIC to exercise Control Rights when it has
defaulted on its obligations to a trust and will not b»e the beneficiary of actions taken by the
trustee. At best, FGIC should be permitted to exercise Control Rights under the governing
documents only to the extent of its actual financial stake in the related trust. Any plan that'
provides for FGIC to acquire Control Rights in excess of its actual financial contributions is not
only fundamentally unfair, it exposes the trusts (and the trustees) to unnecessary litigation by
Securityholders who have been disproportionately stripped of their ability to exercise Control
Rights against third parties.

C. Payments to Policyholders Would Be Inappropriately Delayed Under the
Plan.

Under the terms of the policies, FGIC is required to pay all claims submitted in proper
form within a specified, and typically very short, timeframe. For example, under one such
policy, FGIC is required to pay properly submitted claims on the later of (a) the second business
day following notice from the trustee of the claim amount and (b) the date such émount is
payable to Securityholders under the governing documents. See Palchuk Aff., Exhibit C
(BSABS Trust, Aséet-Backed Certificates, Series 2005-AC9, Class A-5 Certificates, Surety
Bond), at 2. In the event FGIC finds that a claim has not been properly submitted, it is required
to promptly notify the trustee so that the trustee may submit an amended claim. Id. at 3.

The Plan unfairly alters this process. Under the terms of the Plan as proposed, FGIC has
sixty or more days to review a claim before alerting trustees and other claimants of any improper
or otherwise objectionable claim submission. In the event FGIC deems a claim objectionable, in
whole or in part, the entire claim then becomes subject to a lengthy dispute resolution process.
See Plan §§ 4.2(B), 4.3(B), 4.6 and 4.7(A), (D)-(F), Exhibit A, Definitions: “Permitted.” Thus,

even in a case where FGIC objected only to a small portion of a submitted claim, no payment
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would be made on account of the remaining claim until such time as the disputed portion was
resolvéd. This is nonsensical; and particularly troubling in light of the fact that the Plan does not
provide for the payment of interest on claims from and after the Commencement Date. See Plan
§ 4.10. While U.S. Bank appreciates that claims review will likely require additional time under
- the new structure imposed by the Plan, it is clearly not necessary or fair to delay payment of an

entire claim where only a portion has been found objectionable.

D. The Plan Impermissibly Shifts the Administrative Burdens and Risks
Associated with Its Implementation from FGIC to the Trustees and Issuers.

1. The Plan Imposes Significant Additional Obligations and Expenses on the
Trustees Without Compensation or Reimbursement.

It is well-established under New York common law that the duties of an indenture trustee
are strictly defined and limited to the terms of the indenture. Elliot Assocs. v. J. Henry
-Schroeder Bank and T rust>C0., 838 F.2d 66 (2d Cir. 1988). Accordingly, the Second Circuit has
consistently rejected the imposition of additional duties on the trustee. See Meckel v. Continental
Resources Co., 758 F.2d 811, 816 (2d Cir. 1985), In Re W.T. Grant Co., 699 F.2d 599, 612 (2d
Cir.) and Browning Debenture Holders' Comm. v. DASA Corp., 560 F.2d 1078, 1083 (2d Cir.
1977). Nonetheless, several aspects of the Rehabilitator’s Plan alter the governing documents in
ways that would materially expand U.S. Bank’s duties thereunder, pose operational challenges
and risks, and require U.S. Bank to expend considerable additional time and expense to
implement — to the extent implementation is even feaéible.

For example, under Section 1.4 of the Restructured Policy Terms, the Rehabilitator seeks
to reinstate retroactively rights to payments under individual trusts that FGIC lost when it failed
to pay claims from and after the date of the 1310 Order. Section 1.4 provides that, within five
days after the Effective Date, all FGIC Payment Payors would be required to remit any FGIC

Payments that would have been payable by such parties had the Plan, and specifically
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Section 3.5 thereof (waiver of past defaults and events of default), been in effect at all times from
and after issuance of the 1310 Order. The treatment of FGIC’s right to reimbursement for prior
claims payments illustrates the potential difficulties presented by this provision. When FGIC
stopped paying claims, its rights to reimbursement became subject to offset. Accordingly,
certain‘ FGIC Payments referred to in Section 1.4 were, in all likelihood, distributed to other
parties in recognition of FGIC’s payment defaults.

U.S. Bank does not object to provisions under Section 1.4 of the Restructured Policy
Terms that would permit FGIC to exercise its standard common law and statutory rights of setoff
consistent with the transaction documents, as long as such rights are available to all parties.
However, nothing in this Plan or the associated Restructured Policy Terms should be interpreted
as giving FGIC rights to recover previously distributed cash. And the Rehabilitator should
clarify under what circumstances, if any, it believes FGIC would have such rights and the
procedures for doing so. In any case, it would be untenable for FGIC to make demand on the
trustees for previously distributed cash payments.

In addition, it remains unclear whether the payment mechanics set forth under the Plan
are feasible — or even possible.* Payments under the Trusts are distributed to Securityhoiders
through The Depository Trust Company (“DTC”). U.S. Bank has previously advised the

Rehabilitator that certain aspects of the payment structure required under the Plan do not likely

* Under the Plan, once a claim is deemed permitted, FGIC will make an initial cash distribution to the trustee for the
benefit of Securityholders, which distribution shall consist of the Permitted Claim Amount multiplied by the then
applicable CPP. Restructured Policy Terms § 1.1(B). Accordingly, each time a claim submitted by a trustee is
deemed permitted, the trustee would receive a partial payment of amounts owed to Securityholders under the
governing documents, which payments will consist of unspecified amounts .of principal, interest or some
combination thereof. See Plan § 4.7(E). The Plan also provides that, in the event the annual CPP revaluation results
in a determination that the CPP should be increased, additional payments may be made to a trustee on account of a
Permitted Claim. See e.g. Restructured Policy Terms § 1.3(B), 1.5(C).
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conform to DTC’s standard policies and procedures.’ U.S. Bank has requested that the
Rehabilitator contact DTC to determine whether it would facilitate such payments. Section
4.7(E) provides only that distribution of payments should be made in accordance with the
applicable transaction documents. However, applicable DTC procedufes may not permit
recurring partial distributions to Securityholders, particularly given that the relative amounts of
principal and interest represented by such payments will be unknown.

The foregoing operational challenges represent only one example of the increased
administrative burdens placed on trustees under the Plan, with no apparent resolution. Ih many
instances, the Plan requires trustees to undertake actions beyond those originally contemplated
by the governing documents including, among other things, resubmission of previously filed
claims (Plan § 4.3(A)), and preparing responses to FGIC Objections and Claim Determinations
under the Disputed Claims reconciliation procedures set forth under Section 4.6. A fee shifting
provision in Section 4.6 of the Plan would impose even greater burdens on trustees and is
antithetical to the allocation of risk and imposition of liability under the governing documents.
Finally, due to the significant delay in payments to Securityholders under the Plan, trustees will
be expected to shoulder these burdens over a period well beyond the original term of many of the
trusts.®* FGIC would not bear any of the related costs, except to the extent funds available under
individual trusts are insufficient and FGIC, an insolvent company, has funds available to meet

such obligations. See Plan § 4.6. As such, Section 7.5(b) of the Plan should be modified to

3 Importantly, the trustees have no control over DTG, its practices or procedures.

S For example, it is conceivable that despite discharge of the obligations of the issuer or obligor and final distribution
of trust funds, a trust would remain open for decades due to the ongoing FGIC rehabilitation. This will require the
trustee to maintain accounts, notify Securityholders of material events and continue to perform other reporting
obligations under such trust with no provision for payment of even its nominal annual fees and expenses, much less
the additional costs and risks imposed by the Plan.
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provide that, in addition to the indemnification provided thereunder, FGIC will compensate and
reimburse the trustees for all actions taken as a result of the Rehabilitation, including the Plan
and the Restructured Policy Terms, as an administrative expense.

2. Plan Provisions Obli,éating the Trustees to Bring All Actions Regardin,é

Interpretation of the Plan before this Court are Impractical and Contravene
Other State Laws.

U.S. Bank National Association and U.S. Bank Trust National Association are nationélly
chartered banking associations with their principal trust offices located in St. Paul, Minnesota,
and Wilmington, Delaware, respectively. As a trustee, U.S. Bank is frequently faced with
situations that require it to seek judicial instruction in the administration and interpretation of a
trust. Trustees are entitled to seek judicial instructions in the administration of a trust “if there is
reasonable doubt about the powers or duties of the trusteeship or about the proper interpretation
of the trust provisions.” - Restatement (Third) of Trusts § 71. Similarly, most governing
documents provide that the trustee may file an action in the event of disputes between any of the
parties or conflicting demands made upon the trustee with respect to the trustee’s duties.

Under the laws of Minnesota and Delaware, U.S. Bank has the right to bring trust
instruction actions in the courts of those states. See Minn. Stat. § 510B.16(23), Del. Code. Ann.
tit. 10, § 6504(3). Section 8.1 of the Plan, however, vests egclusive jurisdiction with this Court
over “all matters arising out of or related to the Rehabilitation Proceeding and the Plan,”
including, ambng other things, jurisdiction to:

hear and determine disputes or issues arising in connection with the interpretation,

implementation or enforcement of the Plan, the Plan Approval Order, any

transactions or payments contemplated by the Plan, any agreement, instrument or
other document governing or relating to any of the foregoing.
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Plan § 8.1. Read litérally, the» breadth of this jurisdictional grant would require that any petition
for instruction in the administration of thousands of trusts be brought in this Court regardless of
its relevance to the Plan.

The jurisdictional exclusivity provided for under Section 8.1 is not only unnecessary and
overbroad, it represents an unlawful interference with other state’s laws. The language of
Section 8.1 should be modified to provide that, while this Court will retain jurisdiction, it will
not have exclusive jurisdiction over all actions relating to the interpretation, administration, and
resolution of conflicts arising under individual trusts. The Court should retain exclusive

jurisdiction only over matters regarding interpretation of the Plan.

3. Section 7.5 of the Plan Wrongfully Interferes with Trustees’ Contractual
Indemnification Rights.

As outlined above, the rights and duties of U.S. Bank as trustee are strictly defined and
limited to the express terms of the various indentures, trust agreements and pooling and servicing
agreements that govern each of the Trusts. Such contracts further provide that the trustee has no
obligation to take any action unless such trustee has been furnished an indemnity satisfactory to
it. Moreover, notwithstanding the adequacy of any proffered indemnity, a trustee retains the
absolute right to decline to take any action it determines would unjustly prejudice non-directing
parties or would subject the trustee to personal liability. For example, a typical municipal bond
indenture would contain the following provisions:

The Trustee shall be under no obligation to exercise any of the rights or powers

vested in it by this Trust Agreement at the request, order or direction of any of the

Owners pursuant to the provisions of this Trust Agreement, including, without

limitation, the provisions of Article 8 (Events of Default and Remedies of

Owners) hereof, unless such Owners shall have offered to the Trustee security

or indemnity satisfactory to it against the costs, expenses and liabilities that
may be incurred therein or thereby.

Palchuk Aff., Exhibit D (Trust Agreement Relating to County of Calaveras 2007
Certificates of Participation) § 9.4(E).
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[N]o provision of this Trust Agreement shall require the Trustee to expend or
risk its own funds or otherwise incur any financial liability in the
performance or exercise of any of its duties hereunder, or in the exercise of
its rights or powers, if it shall have reasonable grounds for believing that
repayment of such funds or adequate indemnity against such risk or liability
is not reasonably assured to it.

Id. § 9.2(C).

... Owners of a majority in aggregate amount of principal represented by the
Certificates then Outstanding shall have the right, . . . upon furnishing the Trustee
with indemnification satisfactory to it, to direct the method of conducting all
remedial proceedings taken by the Trustee hereunder, provided that such direction
shall not be otherwise than in accordance with law and the provisions of this Trust
Agreement, that the Trustee may take any other action deemed proper by the
Trustee that is not inconsistent with such direction, and that the Trustee shall
have the right to decline to follow any such direction that in the opinion of
the Trustee would be unjustly prejudicial to Owners not parties to such
direction or might result in personal liability for the Trustee.

Id. § 8.8. A similar provision taken from a RMBS pooling and servicing agreement reads as
follows:
Neither the Trustee nor the Securities Administrator shall be required to expend or
risk its own funds or otherwise incur financial liability in the performance of any
of its duties hereunder, or in the exercise of any of its rights or powers, if there is
reasonable ground for believing that the repayment of such funds or

adequate indemnity against such risk or liability is not reasonably assured to
it....

Palchuk Aff., Exhibit B, BSABS Trust § 10.01(c). Further, in contrast to the provision in
Section 7.5 that would permit FGIC to elect to assume a trustee’s defense, the trustee is entitled,
under the governing documents, to control its own defense in any proceeding brought in’
connection therewith. Such provisions represent critical, bargained-for protections for trustees
like U.S. Bank who would not undertake to administer trusts like the ones insured by FGIC, if
doing so would require them to incur personal liability or take action without first determining

for themselves the sufficiency, under the circumstances, of any proffered indemnity.
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In Section 7.5 of the Plan, the Rehabilitator seeks to strip the trustees of these necessary
and bargained-for contractual rights. Section 7.5(b) provides a general, unsecured, non-cash
indemnity to trustees for losses incurred by a trustee in complying with the Plan or any direction
received from FGIC. Notwithstanding that provisions in transaction documents, as the above
excerpts demonstrate, grant trustees sole discretion to determine whether an indemnity is
adequate in light of the facts and circumstances at hand, the final sentence of Section 7.5(b)
provides that:

 The indemnity provided in this Section 7.5(b) shall be deemed to satisfy for all
purposes any requirement under any provisions of a FGIC Contract or

Transaction Document that the Indemnified Trustee be provided with an

indemnity to or for its benefit (including any requirement that such indemnity be

“adequate,” “sufficient,” “reasonable,” “acceptable” or similar terms) prior to

performing any action required under the Plan, including complying with any

direction given to it by FGIC pursuant to the relevant FGIC Contract or

Transaction Document, and including provisions that allow the Indemnified

Trustee to refrain from performing any action in the absence of such an

indemnity.

The suggestion that the Rehabilitator, on behalf of an insolvent insurer, could unilaterally amend
contracts to which the insurer is not a party, and thereby strip away the rights of parties to those
contracts, is absurd on its face. Accordingly, the provisions that (a) permit FGIC to assume the
trustee’s defense at its election and (b) deem the proffered indemnity sufficient for all purposes

should be stricken.

E. Plan Clarifications

U.S. Bank further requests that the Rehabilitator provide clariﬁcaﬁon an.d additional
information with respect fo the Plan and Plan Supplement, as follows:

e Assurances from FGIC or the Rehabilitator, in the form of REMIC or tax

opinions, as applicable, that amendments to governing documents posed by the

Plan would not have tax implications for Securityholders.
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e Information sufficient to permit the trustee to determine which of the Trusts for
which it serves as trustee would be novated in connection with the proposed
Novation Agreement.

e Inclusion of a statement clarifying that allocation of DPO with respect to a
Permitted Claim will not impair or otherwise limit Securityholders’ rights to
receive payments of principal and interest under the governing documents from
third parties, including issuers, obligors and other Non-FGIC Payors.

e Provisions under Article II of the Restructured Policy Terms setting forth certain
Policy Crysta'llization Events are overbroad and inappropriate given that the full
implications of Plan implementation are unknown at this time. There may be
circumstances where the trustee is unable to carryout diréctives set forth under the
Plan or by FGIC for reason of mechanical and operational impossibility. The
trustee and the Securityholders it represents should not be penalized in éuch
instances.

The above are only a few of the many concerns U.S. Bank has regarding irhplementation
of the Plan. Until this Court rules on the various objections set forth herein, there is little
purpose in comfnenting on specific Plan provisions that would be impossible or impracticable to
perform.

V.~ JOINDER

U.S. Bank generally joins in the objections of Deutsche Bank National Trust Company,
Deutsche Bank Trust Company Americas, The Bank of New York Mellon, The Bank of New
York Mellon Trust Company, N.A., Wells Fargo Bank, N.A., each in its capacity as indenture

trustee for certain trusts, to the Plan.
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VI. CONCLUSION

For the foregoing reasons, U.S. Bank respectfully reqﬁests that the Court reject or modify
the Plan with such other and further relief which this Court deems just and proper.

Respectfully submitted,

Dated: November 19, 2012 SHEPPARD MULL ER & HA LLP
By p o S= :

Edward H. Tillinghast, III
30 Rockefeller Plaza

New York, NY 10112-0015
Telephone: (212) 653-8700
Facsimile: (212) 655-1750

FAEGRE BAKER DANIELS LLP

Michael B. Fisco, Pro Hac Vice Motion Pending
Abby E. Wilkinson, Pro Hac Vice Motion Pending
Regina A. Butler '

90 South Seventh Street, Suite 2200

Minneapolis, MN 55402-3901

Telephone: (612) 766-7000

Facsimile: (612) 766-1600

ATTORNEYS FOR U.S. BANK NATIONAL
ASSOCIATION AND U.S. BANK TRUST
NATIONAL ASSOCIATION, EACH IN ITS
CAPACITY AS TRUSTEE AND ANY OTHER

dms.us.51054107.06 RELEVANT CAPACITY
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ARTICLE IX

DEFAULT; TERMINATION OF MASTER SERVICER;
TERMINATION OF COMPANY

Secction 9.01 Events of Default.

“Event of Default,” wherever used heréin, means any one of the following events:

(i) any failure by the Master Servicer to remit to the Securities Administrator
any amounts received or collected by the Master Servicer in respect of the Mortgage
Loans and required to be remitted by it hereunder or any Advance required to be made by
it pursuant to this Agreement, which failure shall continue unremedied for one Business
Day after the date on which written notice of such failure shall have been given to the
Master Servicer by the Trustee or the Depositor, or to the Trustee and the Master Servicer
by the Holders of Certificates evidencing not less than 25% of the Voting Rights
cvidenced by the Certificates; or

(i1)  any failure by the Master Servicer to observe or perform in any material
respect any other of the covenants or agreements on the part of the Master Servicer
contained in this Agreement or any breach of a representation or warranty by the Master
Scrvicer, which failure or breach shall continue unremedied for a period of 60 days after
the date on which written notice of such failure shall have been given to Master Servicer
by the Trustee or the Depositor, or to the Trustee and the Master Servicer by the Holders
of Certificates evidencing not less than 25% of the Voting Rights evidenced by the
Certificates; or

(iii)  a decree or order of a court or agency or supervisory authority having
jurisdiction in the premises for the appointment of a receiver or liquidator in any
insolvency, readjustment of debt, marshalling of assets and liabilities or similar
proceedings, or for the winding-up or liquidation of its affairs, shall have been entered
against the Master Servicer and such decree or order shall have remained in force
undischarged or unstayed for a period of 60 consecutive days; or

(iv)  the Master Servicer shall consent to the appointment of a receiver or
liquidator in any insolvency, readjustment of debt, marshalling of assets and liabilities or
similar proceedings of or relating to the Master Servicer or all or substantially all of the
property of the Master Servicer; or

(v)  the Master Servicer shall admit in writing its inability to pay its debts
generally as they become due, file a petition to take advantage of, or commence a
voluntary case under, any applicable insolvency or reorganization statute, make an
assignment for the benefit of its creditors, or voluntarily suspend payment of its
obligations; or

(vi) the Master Servicer assigns or delegates its duties or rights under this

Agreement in contravention of the provisions permitting such assignment or delegation
under Sections 8.05 or 8.07; or
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(vii) The Master Servicer fails to deposit, or cause to be deposited, in the
Distribution Account any Advance required to be made by the Master Servicer (other
than a Nonrecoverable Advance) by 5:00 p.m. New York City time on the Distribution
Account Deposit Date.

If an Event of Default shall occur, then, and in each and every such case, so long as such
Event of Default shall not have been remedied, the Trustee may, and at the direction of the
Holders of Certificates evidencing not less than 25% of the Voting Rights evidenced by the
Certificates, the Trustee shall, by notice in writing to the Master Servicer, with a copy to the
Rating Agencies and the Class A-5 Insurer, and with the consent of the Company, may terminate
all of the rights and obligations (but not the liabilities) of the Master Servicer (and the Securities
Administrator if the Master Servicer and the Securities Administrator are the same entity) under
this Agreement and in and to the Mortgage Loans and the proceeds thereof, other than its rights
as a Certificatcholder hereunder. On or after the receipt by the Master Servicer of such written
notice, all authority and power of the Master Servicer (and, if applicable, the Securities
Administrator) hereunder, whether with respect to the Mortgage Loans or otherwise, shall pass to
and be vested in the Trustee, or any successor appointed pursuant to Section 9.02 (a “Successor
Master Servicer” and, if applicable, “Successor Securities Administrator”). Such Successor
Master Servicer shall thereupon if such Successor Master Servicer is a successor to the Master
Servicer, make any Advance required by Article VI, subject, in the case of the Trustee, to
Scction 9.02. The Trustee is hereby authorized and empowered to execute and deliver, on behalf
of the terminated Master Servicer and, if applicable, the terminated Securities Administrator, as
attorney- in-fact or otherwise, any and all documents and other instruments, and to do or
accomplish all other acts or things necessary or appropriate to effect the purposes of such notice
of termination, whether to complete the transfer and endorsement or assignment of any Mortgage
Loans and related documents, or otherwise. Unless expressly provided in such written notice, no
such termination shall affect any obligation of the Master Servicer to pay amounts owed pursuant
to Article VIII or Article X. The Master Servicer and, if applicable, the Securities Administrator
agrees to cooperate with the Trustee in effecting the termination of the Master Servicer’s and, if
applicable, the Sccurities Administrator’s responsibilities and rights hereunder, including,
without limitation, the transfer to the applicable Successor Master Servicer of all cash amounts
which shall at the time be credited to the Master Servicer Collection Account maintained
pursuant to Scction 5.06, or thereafter be received with respect to the applicable Mortgage
Loans. The Trustee shall promptly notify the Rating Agencies and the Class A-5 Insurer of the
occurrence of an Event of Default known to the Trustee.

Notwithstanding any termination of the activities of the Master Servicer hereunder, the
Master Servicer shall be entitled to receive, out of any late collection of a Scheduled Payment on
a Mortgage Loan that was due prior to the notice terminating the Master Servicer’s rights and
obligations as Master Servicer hereunder and received after such notice, that portion thereof to
which the Master Servicer would have been entitled pursuant to Sections 5.05 and to receive any
other amounts payable to the Master Servicer hereunder the entitlement to which arose prior to
the termination of its activities hereunder.

Notwithstanding the foregoing, if an Event of Default described in clause (vii) of this
Scction 9.01 shall occur, the Securities Administrator shall, by notice in writing to the Master
Servicer and the Trustee, with a copy to the Certificate Insurers, which may be delivered by
tclecopy, notify such parties of such Event of Default, and the Trustee shall immediately
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terminate all of the rights and obligations of the Master Servicer thereafter arising under this
Agrcement, but without prejudice to any rights it may have as a Certificateholder or to
rcimbursement of Advances and other advances of its own funds, and the Trustee shall act as
provided in Section 9.02 to carry out the duties of the Master Servicer, including the obligation
to make any Advance the nonpayment of which was an Event of Default described in clause
(vii) of this Section 9.01. Any such action taken by the Trustee must be prior to the distribution
on the relevant Distribution Date.

Section 9.02 Trustee to Act; Appointment of Successor.

On and after the time the Master Servicer receives a notice of termination pursuant to
Scction 9.01 hercof the Trustee shall automatically become the successor to the Master Servicer
with respect to the transactions set forth or provided for herein and after a transition period (not
to exceed 90 days), shall be subject to all the responsibilities, duties and liabilities relating
thercto placed on the Master Servicer by the terms and provisions hereof; provided, however,
that the Company shall have the right to either (a) immediately assume the duties of the Master
Servicer or (b) select a successor Master Servicer; provided, further, however that, pursuant to
Article VI hereof, the Trustee in its capacity as successor Master Servicer shall be responsible for
making any Advances required to be made by the Master Servicer immediately upon the
termination of the Master Servicer and any such Advance shall be made on the Distribution Date
on which such Advance was required to be made by the predecessor Master Servicer. Effective
on the date of such notice of termination, as compensation therefor, the Trustee shall be entitled
to all compensation, reimbursement of expenses and indemnifications that the Master Servicer
would have been entitled to if it had continued to act hereunder, provided, however, that the
Trustee shall not be (i) liable for any acts or omissions of the Master Servicer, (ii) obligated to
make Advances if it is prohibited from doing so under applicable law, (iii) responsible for
cxpenses of the Master Servicer pursuant to Section 2.03 or (iv) obligated to deposit losses on
any Permitted Investment directed by the Master Servicer. Notwithstanding the foregoing, the
Trustee may, if it shall be unwilling to so act, or shall, if it is prohibited by applicable law from
making Advances pursuant to Article VI or if it is otherwise unable to so act, appoint, or petition
a court of competent jurisdiction to appoint, any established mortgage loan servicing institution
the appointment of which does not adversely affect the then current rating of the Certificates by
cach Rating Agency (determined without regard to the Class A-5 Policy) as the successor to the
Master Servicer hereunder in the assumption of all or any part of the responsibilities, duties or
liabilitics of the Master Servicer hereunder. Any Successor Master Servicer shall (i) be an
institution that is a Fannie Mae and Freddie Mac approved seller/servicer in good standing, that
has a net worth of at least $15,000,000, (ii) be acceptable to the Class A-5 Insurer (which consent
shall not be unreasonably withheld) and (iii) be willing to act as successor servicer of any
Mortgage Loans under this Agreement or the related Servicing Agreement with respect to which
the Company or the original Servicer has been terminated as servicer, and shall have executed
and dclivered to the Depositor, the Trustee and the Class A-5 Insurer an agreement accepting
such delegation and assignment, that contains an assumption by such Person of the rights,
powers, dutics, responsibilities, obligations and liabilities of the Master Servicer (other than any
liabilitics of the Master Servicer hereof incurred prior to termination of the Master Servicer
under Section 9.01 or as otherwise set forth herein), with like effect as if originally named as a
party to this Agreement, provided that each Rating Agency shall have acknowledged in writing
that its rating of the Certificates in effect immediately prior to such assignment and delegation
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(determined without regard to the Class A-5 Policy) will not be qualified or reduced as a result of
such assignment and delegation. If the Trustee assumes the duties and responsibilities of the
Master Servicer in accordance with this Section 9.02, the Trustee shall not resign as Master
Servicer until a Successor Master Servicer has been appointed and has accepted such
appointment. Pending appointment of a successor to the Master Servicer hereunder, the Trustee,
unless the Trustee is prohibited by law from so acting, shall, subject to Section 4.04 hereof, act in
such capacity as hercinabove provided. In connection with such appointment and assumption, the
Trustcc may make such arrangements for the compensation of such successor out of payments on
Mortgage Loans or otherwise as it and such successor shall agree; provided that no such
compensation unless agreed to by the Certificateholders shall be in excess of that permitted the
Master Servicer hereunder. The Trustee and such successor shall take such action, consistent
with this Agreement, as shall be necessary to effectuate any such succession. Neither the Trustee
nor any other Successor Master Servicer shall be deemed to be in default hereunder by reason of
any failure to make, or any delay in making, any distribution hereunder or any portion thereof or
any failure to perform, or any delay in performing, any duties or responsibilities hereunder, in
cither case caused by the failure of the Master Servicer and the Securities Administrator to
deliver or provide, or any delay in delivering or providing, any cash, information, documents or
records to it. ’

The costs and expenses of the Trustee in connection with the termination of the Master
Servicer, appointment of a Successor Master Servicer and, if applicable, any transfer of
servicing, including, without limitation, all costs and expenses associated with the complete
transfer of all servicing data and the completion, correction or manipulation of such servicing
data as may be required by the Trustee to correct any errors or insufficiencies in the servicing
data or otherwise to enable the Trustee or the Successor Master Servicer to service the related
Mortgage Loans properly and effectively, to the extent not paid by the terminated Master
Scrvicer, shall be payable to the Trustee pursuant to Section 10.05. Any successor to the Master
Scrvicer as successor servicer under any Subservicing Agreement shall give notice to the
applicable Mortgagors of such change of servicer and shall, during the term of its service as
successor servicer maintain in force the policy or policies that the Master Servicer is required to
maintain pursuant to Section 4.04,

Section 9.03 Notification to Certificateholders and the Class A-5 Insurer.

(@  Upon any termination of or appointment of a successor to the Master Servicer, the
Trustee shall give prompt written notice thereof to Certificateholders, the Class A-5 Insurer and
to cach Rating Agency.

(b)  Within 60 days after the occurrence of any Event of Default, the Trustee shall
transmit by mail to all Certificateholders and the Class A-5 Insurer notice of each such Event of
Decfault hereunder actually known to a Responsible Officer of the Trustee, unless such Event of
Dcfault shall have been cured or waived.

Section 9.04 Waiver of Defaults.

The Trustee shall transmit by mail to all Certificateholders and the Class A-S Insurer,
within 60 days after the occurrence of any Event of Default actually known to a Responsible
Officer of the Trustee, unless such Event of Default shall have been cured, notice of each such
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Event of Default hereunder known to the Trustee. The Class A-5 Insurer and Holders of
Certificates cvidencing not less than 51% of the Voting Rights (with the consent of the Class A-5
Insurcr, which consent shall not be unreasonably withheld) may, on behalf of all
Certificatcholders, waive any default by the Master Servicer in the performance of its obligations
hercunder and the consequences thereof, except a default in the making of or the causing to be
made of any required distribution on the Certificates. Upon any such waiver of a past default,
such default shall be deemed to cease to exist, and any Event of Default arising therefrom shall
be deemed to have been timely remedied for every purpose of this Agreement. No such waiver
shall extend to any subsequent or other default or impair any right consequent thereon except to
the extent expressly so waived. The Trustee shall give notice of any such waiver to the Rating
Agencies and the Class A-5 Insurer.

Scction 9.05 Company Default.

In case one or more of the following events of default by the Company (each, a
“Company Default”) shall occur and be continuing, that is to say:

(i) any failure by the Company to remit to the Master Servicer any payment
including any Advance required to be made under the terms of this Agreement on any
Remittance Date; or

(ii)  failure on the part of the Company duly to observe or perform in any
material respect any other of the covenants or agreements (other than Sections 3.13 or
3.14) on the part of the Company set forth in this Agreement, the breach of which has a
material adverse effect and which continue unremedied for a period of sixty days (except
that such number of days shall be fifteen in the case of a failure to pay any premium for
any insurance policy required to be maintained under this Agreement and such failure
shall be deemed to have a material adverse effect) after the date on which written notice
of such failure, requiring the same to be remedied, shall have been given to the Company
by the Master Servicer; or

(iii)  a decree or order of a court or agency or supervisory authority having
jurisdiction for the appointment of a conservator or receiver or liquidator in any
insolvency, bankruptcy, readjustment of debt, marshaling of assets and liabilities or
similar proceedings, or for the winding-up or liquidation of its affairs, shall have been
entered against the Company and such decree or order shall have remained in force
undischarged or unstayed for a period of sixty days; or

(iv)  the Company shall consent to the appointment of a conservator or receiver
or liquidator in any insolvency, bankruptcy, readjustment of debt, marshaling of assets
and liabilities or similar proceedings of or relating to the Company or of or relating to all
or substantially all of its property; or

(v)  the Company shall admit in writing its inability to pay its debts generally
as they become due, file a petition to take advantage of any applicable insolvency or
reorganization statute, make an assignment for the benefit of its creditors, or voluntarily
suspend payment of its obligations; or
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(vi) the Company attempts to assign its right to servicing compensation
hercunder or the Company attempts to sell or otherwise dispose of all or substantially all
of its property or assets or to assign this Agreement or the servicing responsibilities
hercunder or to delegate its duties hereunder or any portion thereof except as otherwise
permitted herein; or

(vii) the Company ceases to be qualified to transact business in any jurisdiction
where it is currently so qualified, but only to the extent such non-qualification materially
and adversely affects the Company’s ability to perform its obligations hereunder;

(viii) failure by the Company to duly perform, within the required time period,
its obligations under Section 3.13 or Section 3.14 which failure continues unremedied
for a period of fifteen (15) days after the date on which written notice of such failure,
requiring the same to be remedied, shall have been given to the Company by the Master
Servicer.

then, and in each and every such case, so long as a Company Default shall not have been
remedicd, the Master Servicer or the Class A-5 Insurer, by notice in writing to the Company
may, in addition to whatever rights the Master Servicer and the Trustee on behalf of the
Certificatcholders and the Class A-5 Insurer may have under Section 8.03 and at law or equity to
damages, including injunctive relief and specific performance, terminate all the rights and
obligations of the Company under this Agreement and in and to the EMC Mortgage Loans and
the proceeds thereof without compensating the Company for the same. On or after the receipt by
the Company of such written notice, all authority and power of Company under this Agreement,
whether with respect to the EMC Mortgage Loans or otherwise, shall pass to and be vested in the
Master Servicer. Upon written request from the Master Servicer or the Class A-5 Insurer, the
Company shall prepare, execute and deliver, any and all documents and other instruments, place
in the Master Servicer’s possession all Mortgage Files relating to the EMC Mortgage Loans, and
do or accomplish all other acts or things necessary or appropriate to effect the purposes of such
notice of termination, whether to complete the transfer and endorsement or assignment of the
EMC Mortgage Loans and related documents, or otherwise, at the Company’s sole expense. The
Company agrees to cooperate with the Master Servicer and the Class A-5 Insurer in effecting the
termination of the Company’s responsibilities and rights hereunder, including, without
limitation, the transfer to such successor for administration by it of all cash amounts which shall
at the time be credited by the Company to its Protected Account or Escrow Account or thereafier
received with respect to the EMC Mortgage Loans or any related REO Property.

Section 9.06 Waiver of Company Defaults,

The Master Servicer, with the consent of the Trustee and the Class A-5 Insurer, may
waive only by written notice any default by the Company in the performance of its obligations
hercunder and its consequences. Upon any such waiver of a past default, such default shall cease
to cxist, and any Company Default arising therefrom shall be deemed to have been remedied for
cvery purpose of this Agreement. No such waiver shall extend to any subsequent or other default
or impair any right consequent thereon except to the extent expressly so waived in writing.
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ARTICLE X

CONCERNING THE TRUSTEE AND THE SECURITIES ADMINISTRATOR

Scction 10.01 Duties of Trustee and Securities Administrator.

(@)  The Trustee, prior to the occurrence of an Event of Default and after the curing or
waiver of all Events of Default which may have occurred, and the Securities Administrator each
undertake to perform such duties and only such duties as are specifically set forth in this
Agrcement as duties of the Trustee and the Securities Administrator, respectively. If an Event of
Default has occurred and has not been cured or waived, the Trustee shall exercise such of the
rights and powers vested in it by this Agreement, and the same degree of care and skill in their
exercise, as a prudent person would exercise under the circumstances in the conduct of such
Pcrson’s own affairs.

(b) Upon receipt of all resolutions, certificates, statements, opinions, reports,
documents, orders or other instruments which are specifically required to be furnished to the
Trustce or the Securities Administrator pursuant to any provision of this Agreement, the Trustee
or the Sccurities Administrator, respectively, shall examine them to determine whether they are,
on their face, in the form required by this Agreement; provided, however, that neither the Trustee
nor the Sccuritics Administrator shall be responsible for the accuracy or content of any
resolution, certificate, statement, opinion, report, document, order or other instrument fumished
by the Master Servicer; provided, further, that neither the Trustee nor the Securities
Administrator shall be responsible for the accuracy or verification of any calculation provided to
it pursuant to this Agrecement.

(c)  On each Distribution Date, the Securities Administrator shall make monthly
distributions and the final distribution to the Certificateholders from funds in the Distribution
Account as provided in Sections 6.04 and 11.01 herein based solely on the applicable Remittance
Report.

No provision of this Agreement shall be construed to relieve the Trustee or the
Sccuritics Administrator from liability for its own negligent action, its own negligent failure to
act or its own willful misconduct; provided, however, that:

@) Prior to the occurrence of an Event of Default, and after the curing or
waiver of all such Events of Default which may have occurred with respect to the Trustee
and at all times with respect to the Securities Administrator, the duties and obligations of
the Trustee and the Securities Administrator shall be determined solely by the express
provisions of this Agreement, neither the Trustee nor the Securities Administrator shall
be liable except for the performance of their respective duties and obligations as are
specifically set forth in this Agreement, no implied covenants or obligations shall be read
into this Agreement against the Trustee or the Securitics Administrator and, in the
absence of bad faith on the part of the Trustee or the Securities Administrator,
respectively, the Trustee or the Securities Administrator, respectively, may conclusively
rely, as to the truth of the statements and the correctness of the opinions expressed
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therein, upon any certificates or opinions furnished to the Trustee or the Securities
Administrator, respectively, and conforming to the requirements of this Agreement;

(i)  Neither the Trustee nor the Securities Administrator shall be liable in its
individual capacity for an error of judgment made in good faith by a Responsible Officer
or Responsible Officers of the Trustee or an officer or officers of the Securities
Administrator, respectively, unless it shall be proved that the Trustee or the Securities
Administrator, respectively, was negligent in ascertaining the pertinent facts;

(iii)  Neither the Trustee nor the Securities Administrator shall be liable with
respect to any action taken, suffered or omitted to be taken by it in good faith in
accordance with the directions of the Holders of Certificates evidencing not less than
25% of the aggregate Voting Rights of the Certificates, if such action or non-action
relates to the time, method and place of conducting any proceeding for any remedy
available to the Trustee or the Securities Administrator, respectively, or exercising any
trust or other power conferred upon the Trustee or the Securities Administrator,
respectively, under this Agreement;

(iv)  The Trustee shall not be required to take notice or be deemed to have
notice or knowledge of any default or Event of Default unless a Responsible Officer of
the Trustee shall have actual knowledge thereof. In the absence of such notice, the
Trustce may conclusively assume there is no such default or Event of Default;

(v)  The Trustee shall not in any way be liable by reason of any insufficiency
in any Account held by or in the name of Trustee unless it is determined by a court of
competent jurisdiction in a non-appealable judgment that the Trustee’s gross negligence
or willful misconduct was the primary cause of such insufficiency (except to the extent
that the Trustee is obligor and has defaulted thereon);

(vi)  Anything in this Agreement to the contrary notwithstanding, in no event
shall the Trustee or the Securities Administrator be liable for special, indirect or
conscquential loss or damage of any kind whatsoever (including but not limited to lost
profits), even if the Trustee or the Securities Administrator, respectively, has been
advised of the likelihood of such loss or damage and regardless of the form of action; and

(vii) None of the Securities Administrator, the Master Servicer, the Seller, the
Depositor or the Trustee shall be responsible for the acts or omissions of the other, it
being understood that this Agreement shall not be construed to render them partners, joint
venturers or agents of one another.

Neither the Trustee nor the Securities Administrator shall be required to expend or risk its own
funds or otherwise incur financial liability in the performance of any of its duties hereunder, or in
the cxercise of any of its rights or powers, if there is reasonable ground for believing that the
rcpayment of such funds or adequate indemnity against such risk or liability is not reasonably
assured to it, and none of the provisions contained in this Agreement shall in any event require
the Trustce or the Securities Administrator to perform, or be responsible for the manner of
performance of, any of the obligations of the Master Servicer or the Company hereunder or any
Scrvicer under the related Servicing Agreement.
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(d)  All funds received by the Securities Administrator and required to be deposited in

the Distribution Account pursuant to this Agreement will be promptly so deposited by the
Sccuritics Administrator.

Section 10.02 Certain Matters Affecting the Trustee and the Securities Administrator.

(@)  Except as otherwise provided in Section 10.01:

() The Trustee and the Securities Administrator may rely and shall be
protected in acting or refraining from acting in reliance on any resolution or certificate of
the Seller, the Company, the Master Servicer or the related Servicer, any certificates of
auditors or any other certificate, statement, instrument, opinion, report, notice, request,
consent, order, appraisal, bond or other paper or document believed by it to be genuine
and to have been signed or presented by the proper party or parties;

(i)  The Trustee and the Securities Administrator may consult with counsel
and any advice of such counsel or any Opinion of Counsel shall be full and complete
authorization and protection with respect to any action taken or suffered or omitted by it
hereunder in good faith and in accordance with such advice or Opinion of Counsel;

(iii)  Neither the Trustee nor the Securities Administrator shall be under any
obligation to exercise any of the trusts or powers vested in it by this Agreement, other
than its obligation to give notices pursuant to this Agreement, or to institute, conduct or
defend any litigation hereunder or in relation hereto at the request, order or direction of
any of the Certificateholders pursuant to the provisions of this Agreement, unless such
Certificatcholders shall have offered to the Trustee or the Securities Administrator, as
applicable, reasonable security or indemnity against the costs, expenses and liabilities
which may be incurred therein or thereby. Nothing contained herein shall, however,
rclieve the Trustee of the obligation, upon the occurrence of an Event of Default of which
a Responsible Officer of the Trustee has actual knowledge (which has not been cured or
waived), to exercise such of the rights and powers vested in it by this Agreement, and to
usc the same degree of care and skill in their exercise, as a prudent person would exercise
under the circumstances in the conduct of his own affairs;

(iv)  Prior to the occurrence of an Event of Default herecunder and after the
curing or waiver of all Events of Default which may have occurred with respect to the
Trustee and at all times with respect to the Securities Administrator, neither the Trustee
nor the Securities Administrator shall be liable in its individual capacity for any action
taken, suffered or omitted by it in good faith and believed by it to be authorized or within
the discretion or rights or powers conferred upon it by this Agreement;

(v)  Neither the Trustee nor the Securities Administrator shall be bound to
make any investigation into the facts or matters stated in any resolution, certificate,
statement, instrument, opinion, report, notice, request, consent, order, approval, bond or
other paper or document, unless requested in writing to do so by Holders of Certificates
cvidencing not less than 25% of the aggregate Voting Rights of the Certificates and
provided that the payment within a reasonable time to the Trustee or the Securities
Administrator, as applicable, of the costs, expenses or liabilities likely to be incurred by it
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in the making of such investigation is, in the opinion of the Trustee or the Securities
Administrator, as applicable, reasonably assured to the Trustee or the Securities
Administrator, as applicable, by the security afforded to it by the terms of this
Agrcement. The Trustee or the Securities Administrator may require reasonable
indemnity against such expense or liability as a condition to taking any such action. The
rcasonable expense of every such examination shall be paid by the Certificateholders
requesting the investigation;

(vi)  The Trustee and the Securities Administrator may execute any of the trusts
or powers hereunder or perform any duties hereunder either directly or through Affiliates,
agents or attomeys; provided, however, that the Trustee may not appoint any paying
agent other than the Securities Administrator to perform any paying agent functions
under this Agreement without the express written consent of the Master Servicer and the
Class A-5 Insurer, which consent will not be unreasonably withheld. Neither the Trustee
nor the Sccuritics Administrator shall be liable or responsible for the misconduct or
negligence of any of the Trustee’s or the Securities Administrator’s agents or attorneys or
paying agent appointed hereunder by the Trustee or the Securities Administrator with due
care and, when required, with the consent of the Master Servicer;

(vii)  Should the Trustee or the Securities Administrator deem the nature of any
action required on its part to be unclear, the Trustee or the Securities Administrator,
respectively, may require prior to such action that it be provided by the Depositor with
reasonable further instructions; the right of the Trustee or the Securities Administrator to
perform any discretionary act enumerated in this Agreement shall not be construed as a
duty, and neither the Trustee nor the Securities Administrator shall be accountable for
other than its negligence or willful misconduct in the performance of any such act;

(viii) Neither the Trustee nor the Securities Administrator shall be required to
give any bond or surety with respect to the execution of the trust created hereby or the
powers granted hercunder, except as provided in Subsection 10.07; and

(ix)  Neither the Trustee nor the Securities Administrator shall have any duty to
conduct any affirmative investigation as to the occurrence of any condition requiring the
repurchase of any Mortgage Loan by any Person pursuant to this Agreement, or the
cligibility of any Mortgage Loan for purposes of this Agreement.

(b)  The Trustee is hereby directed by the Depositor to execute and deliver the Class
A-5 Insurance Agreement and the Yield Maintenance Agreement. Amounts payable by the Trust
on the Closing Date pursuant to the Yield Maintenance Agreement shall be paid by the Depositor
or its designee. The Trustee in its individual capacity shall have no responsibility for any of the
undertakings, agrcements or representations with respect to the Yield Maintenance Agreement,
including, without limitation, for making any payments thereunder.

Scction 10.03 Trustee _and Securities Administrator Not Liable for Certificates or
Mortgage Loans.

The recitals contained herein and in the Certificates (other than the signature and
countersignature of the Trustee on the Certificates) shall be taken as the statements of the
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Dcpositor, and neither the Trustee nor the Securities Administrator shall have any responsibility
for their correctness. Neither the Trustee nor the Securities Administrator makes any
representation as to the validity or sufficiency of the Certificates (other than the signature and
countersignature of the Trustee on the Certificates) or of any Mortgage Loan except as expressly
provided in Sections 2.02 and 2.06 hereof;, provided, however, that the foregoing shall not relieve
the Trustee, or the Custodian on its behalf, of the obligation to review the Mortgage Files
pursuant to Section 2.02 of this Agreement. The Trustee’s signature and countersignature (or
countersignature of its agent) on the Certificates shall be solely in its capacity as Trustee and
shall not constitute the Certificates an obligation of the Trustee in any other capacity. Neither the
Trustee or the Securities Administrator shall be accountable for the use or application by the
Dcpositor of any of the Certificates or of the proceeds of such Certificates, or for the use or
application of any funds paid to the Depositor with respect to the Mortgage Loans. Subject to
Scction 2.06, ncither the Trustee nor the Securities Administrator shall be responsible for the
legality or validity of this Agreement or any document or instrument relating to this Agreement,
the validity of the execution of this Agreement or of any supplement hereto or instrument of
further assurance, or the validity, priority, perfection or sufficiency of the security for the
Certificates issued hereunder or intended to be issued hereunder. Neither the Trustee nor the
Sccuritics Administrator shall at any time have any responsibility or liability for or with respect
to the legality, validity and enforceability of any Mortgage or any Mortgage Loan, or the
perfection and priority of any Mortgage or the maintenance of any such perfection and priority,
or for or with respect to the sufficiency of the Trust Fund or its ability to generate the payments
to be distributed to Certificateholders, under this Agreement. Neither the Trustee nor the
Sccuritics Administrator shall have any responsibility for filing any financing or continuation
statement in any public office at any time or to otherwise perfect or maintain the perfection of
any sccurity interest or lien granted to it hereunder or to record this Agreement.

Section 10.04 Trustee zind Securities Administrator May Own Certificates.

Each of the Trustee and the Securities Administrator in its individual capacity or in any
capacity other than as Trustee or Securities Administrator hereunder may become the owner or
pledgee of any Certificates with the same rights it would have if it were not the Trustee or the
Sccuritics Administrator, as applicable, and may otherwise deal with the parties hereto.

Section 10.05 Trustee’s and Securities Administrator’s Fees and Expenses.

The fees and expenses of the Trustee and the Securities Administrator shall be paid in
accordance with a side letter agreement with the Master Servicer and at the expense of the
Master Servicer. In addition, the Trustee and the Securities Administrator will be entitled to
recover from the Master Servicer Collection Account pursuant to Section 5.07 all reasonable
out-of-pocket expenses, disbursements and advances and the expenses of the Trustee and the
Sccuritics Administrator, respectively, in connection with any Event of Default, any breach of
this Agrcement or any claim or legal action (including any pending or threatened claim or legal
action) incurred or made by the Trustee or the Securities Administrator, respectively, in the
administration of the trusts hereunder (including the reasonable compensation, expenses and
disbursements of its counsel) except any such expense, disbursement or advance as may arise
from its negligence or intentional misconduct or which is the responsibility of the
Certificatcholders or the Trust Fund hereunder. If funds in the Master Servicer Collection
Account are insufficient therefor, the Trustee and the Securities Administrator shall recover such
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cxpenses, disbursements or advances from the Depositor and the Depositor hereby agrees to pay
such cxpenses, disbursements or advances upon demand. Such compensation and reimbursement
obligation shall not be limited by any provision of law in regard to the compensation of a trustee
of an express trust.

Section 10.06 Eligibility Requirements for Trustee and Securities Administrator.

The Trustee and any successor Trustee and the Securities Administrator and any
successor Securities Administrator shall during the entire duration of this Agreement be a state
bank or trust company or a national banking association organized and doing business under the
laws of a state or the United States of America, authorized under such laws to exercise corporate
trust powers, having a combined capital and surplus and undivided profits of at least $40,000,000
or, in the case of a successor Trustee, $50,000,000, subject to supervision or examination by
federal or state authority and, in the case of the Trustee, rated “BBB” or higher by Fitch, Inc.
Ratings with respect to their long-term rating and rated “BBB” or higher by Standard & Poor’s
and *“Baa2” or higher by Moody’s with respect to any outstanding long-term unsecured
unsubordinated debt, and, in the case of a successor Trustee or successor Securities
Administrator other than pursuant to Section 10.10, rated in one of the two highest long-term
debt categorics of, or otherwise acceptable to, each of the Rating Agencies and the Class A-5
Insurer (which consent shall not be unreasonably withheld). The Trustee shall not be an Affiliate
of the Master Servicer. If the Trustee publishes reports of condition at least annually, pursuant to
law or to the requirements of the aforesaid supervising or examining authority, then for the
purposes of this Section 10.06 the combined capital and surplus of such corporation shall be
deemed to be its total equity capital (combined capital and surplus) as set forth in its most recent
report of condition so published. In case at any time the Trustee or the Securities Administrator,
as applicable, shall cease to be eligible in accordance with the provisions of this Section 10.06,
the Trustee or the Securities Administrator shall resign immediately in the manner and with the
cffect specified in Section 10.08.

Scction 10.07 Insurance.

The Trustee and the Securities Administrator, at their own expense, shall at all times
maintain and keep in full force and effect: (i) fidelity insurance, (ii) theft of documents insurance
and (iii) forgery insurance (which may be collectively satisfied by a “Financial Institution Bond”
and/or a “Bankers’ Blanket Bond”). All such insurance shall be in amounts, with standard
coverage and subject to deductibles, as are customary for insurance typically maintained by
banks or their affiliates which act as custodians for investor-owned mortgage pools. A certificate
of an officer of the Trustee or the Securities Administrator as to the Trustee’s or the Securities
Administrator’s, respectively, compliance with this Section 10.07 shall be fumished to any
Certificatcholder and the Class A-5 Insurer upon reasonable written request.

Section 10.08 Resignation and Removal of Trustee and Securities Administrator,

The Trustee and the Securities Administrator may at any time resign (including, in the
casc of the Securitics Administrator, in connection with the resignation or termination of the
Master Servicer) and be discharged from the Trust hereby created by giving written notice
thercof to the Depositor, the Seller, the Securities Administrator (or the Trustee, if the Securities
Administrator resigns) and the Master Servicer, with a copy to the Rating Agencies and the Class
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A-5 Insurer. Upon receiving such notice of resignation, the Depositor shall promptly appoint a
successor trustee or successor securities administrator, as applicable, by written instrument, in
triplicate, one copy of which instrument shall be delivered to each of the resigning trustee or
sccuritics administrator, as applicable, and the successor trustee or securities administrator, as
applicable. If no successor trustee or successor securities administrator shall have been so
appointed and have accepted appointment within 30 days after the giving of such notice of
resignation, the resigning Trustee or Securities Administrator may petition any court of
competent jurisdiction for the appointment of a successor trustee or securities administrator.

If at any time (i) the Trustee or the Securities Administrator shall cease to be eligible in
accordance with the provisions of Section 10.06 hereof and shall fail to resign after written
request thereto by the Depositor, (ii) the Trustee or the Securities Administrator shall become
incapable of acting, or shall be adjudged as bankrupt or insolvent, or a receiver of the Trustee or
the Sccurities Administrator or of its property shall be appointed, or any public officer shall take
charge or control of the Trustee or the Securities Administrator or of its property or affairs for
the purpose of rehabilitation, conservation or liquidation, or (iii)(A) a tax is imposed with respect
to the Trust Fund by any state in which the Trustee or the Securities Administrator or the Trust
Fund is located, (B) the imposition of such tax would be avoided by the appointment of a
different trustee or securities administrator and (C) the Trustee or the Securities Administrator, as
applicable fails to indemnify the Trust Fund against such tax, then the Depositor or the Master
Servicer may remove the Trustee or the Securities Administrator, as applicable, and appoint a
successor trustee or successor securities administrator, as applicable, by written instrument, in
multiple copies, a copy of which instrument shall be delivered to the Trustee, the Securities
Administrator, ecach Master Servicer and the successor trustee or successor securities
administrator, as applicable.

The Holders evidencing at least 51% of the Voting Rights of each Class of Certificates
(with the prior written consent of the Class A-5 Insurer, which consent shall not be unreasonably
withheld) may at any time remove the Trustee or Securities Administrator and appoint a
successor trustee or securities administrator by written instrument or instruments, in multiple
copies, signed by such Holders or their attomeys-in-fact duly authorized, one complete set of
which instruments shall be delivered by the successor trustee or successor securities
administrator to each of the Master Servicer, the Trustee or Securities Administrator so removed
and the successor trustee or securities administrator so appointed. Notice of any removal of the
Trustee or Securities Administrator shall be given to each Rating Agency and the Class A-5
Insurcr by the Trustee or successor trustee.

Any resignation or removal of the Trustee or Securities Administrator and appointment of
a successor trustec or securities administrator pursuant to any of the provisions of this Section
10.08 shall become cffective upon acceptance of appointment by the successor trustee or
sccuritics administrator as provided in Section 10.09 hereof.

Section 10.09 Successor Trustee or Securities Administrator,

Any successor trustee or securities administrator appointed as provided in Section 10.08
hercof shall exccute, acknowledge and deliver to the Depositor and to its predecessor trustee or
predecessor securities administrator, as applicable, and the Master Servicer and the Class A-5
Insurer an instrument accepting such appointment hereunder and thereupon the resignation or
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removal of the predecessor trustee or securities administrator shall become effective and such
successor trustec or securities administrator, without any further act, deed or conveyance, shall
become fully vested with all the rights, powers, duties and obligations of its predecessor
hereunder, with the like effect as if originally named as trustee or securities administrator herein.

No successor trustee or securities administrator shall accept appointment as provided in
this Section 10.09 unless at the time of such acceptance such successor trustee or securities
administrator shall be eligible under the provisions of Section 10.07 hereof and its appointment
shall not adversely affect the then current rating of the Certificates (without regard to the Class
A-5 Policy).

Upon acceptance of appointment by a successor trustee or securities administrator as
provided in this Section 10.09, the successor trustee or securities administrator shall mail notice
of the succession of such trustee or securities administrator hereunder to all Holders of
Certificates and the Class A-5 Insurer. If the successor trustee or securities administrator fails to
mail such notice within ten days after acceptance of appointment, the Depositor shall cause such
notice to be mailed at the expense of the Trust Fund.

Section 10.10 Merger or Consolidation of Trustee or Securities Administrator.

Any corporation, state bank or national banking association into which the Trustee or the
Sccuritics Administrator may be merged or converted or with which it may be consolidated or
any corporation, state bank or national banking association resulting from any merger,
conversion or consolidation to which the Trustee or the Securities Administrator shall be a party,
or any corporation, state bank or national banking association succeeding to substantially all of
the corporate trust business of the Trustee or of the business of the Securities Administrator, shall
be the successor of the Trustee or the Securities Administrator hereunder, provided that such
corporation shall be eligible under the provisions of Section 10.06 hereof without the execution
or filing of any paper or further act on the part of any of the parties hereto, anything herein to the
contrary notwithstanding.

Section 10.11 Appointment of Co-Trustee or Separate Trustee,

Notwithstanding any other provisions of this Agreement, at any time, for the purpose of
meccting any legal requirements of any jurisdiction in which any part of the Trust Fund or
property securing any Mortgage Note may at the time be located, the Master Servicer and the
Trustee acting jointly shall have the power and shall execute and deliver all instruments to
appoint one or more Persons approved by the Trustee to act as co-trustee or co-trustees jointly
with the Trustee, or separate trustee or separate trustees, of all or any part of the Trust Fund, and
to vest in such Person or Persons, in such capacity and for the benefit of the Certificateholders
and the Class A-5 Insurer, such title to the Trust Fund or any part thereof, whichever is
applicable, and, subject to the other provisions of this Section 10.11, such powers, duties,
obligations, rights and trusts as the Master Servicer and the Trustee may consider necessary or
desirable. If the Master Servicer shall not have joined in such appointment within 15 days after
the receipt by it of a request to do so, or in the case an Event of Default shall have occurred and
be continuing, the Trustee alone shall have the power to make such appointment. No co-trustee
or scparate trustee hereunder shall be required to meet the terms of eligibility as a successor

-145-
[TPW: NYLEGAL:400322.7] 1729700384 12/15/2005 04:12 PM



trustce under Section 10.06 and no notice to Certificateholders of the appointment of any co-
trustce or separate trustee shall be required under Section 10.09.

Every separate trustee and co-trustee shall, to the extent permitted by law, be appointed
and act subject to the following provisions and conditions:

@) All rights, powers, duties and obligations conferred or imposed upon the
Trustee, except for the obligation of the Trustee under this Agreement to advance funds
on behalf of the Master Servicer, shall be conferred or imposed upon and exercised or
performed by the Trustee and such separate trustee or co-trustee jointly (it being
understood that such separate trustee or co-trustee is not authorized to act separately
without the Trustee joining in such act), except to the extent that under any law of any
jurisdiction in which any particular act or acts are to be performed (whether a Trustee
hercunder or as a Successor Master Servicer hereunder), the Trustee shall be incompetent
or unqualified to perform such act or acts, in which event such rights, powers, duties and
obligations (including the holding of title to the Trust Fund or any portion thereof in any
such jurisdiction) shall be exercised and performed singly by such separate trustee or co-
trustce, but solely at the direction of the Trustee;

(i)  No trustee hereunder shall be held personally liable by reason of any act or
omission of any other trustee hereunder; and

(iii) The Trustee may at any time accept the resignation of or remove any
scparate trustee or co-trustee.

Any notice, request or other writing given to the Trustee shall be deemed to have been
given to cach of the then separate trustees and co-trustees, as effectively as if given to each of
them. Every instrument appointing any separate trustee or co-trustee shall refer to this
Agrcement and the conditions of this Article X. Each separate trustee and co-trustee, upon its
acceptance of the trusts conferred, shall be vested with the estates or property specified in its
instrument of appointment, either jointly with the Trustee or separately, as may be provided
therein, subject to all the provisions of this Agreement, specifically including every provision of
this Agrcement relating to the conduct of, affecting the liability of; or affording protection to, the
Trustce. Every such instrument shall be filed with the Trustee and a copy thereof given to the
Master Servicer and the Depositor.

Any scparate trustee or co-trustee may, at any time, constitute the Trustee its agent or
attorney-in-fact, with full power and authority, to the extent not prohibited by law, to do any
lawful act under or in respect of this Agreement on its behalf and in its name. If any separate
trustec or co- trustee shall die, become incapable of acting, resign or be removed, all of its
cstates, properties, rights, remedies and trusts shall vest in and be exercised by the Trustee, to the
cxtent permitted by law, without the appointment of a new or successor trustee.

Section 10,12 Tax Matters.

It is intended that the Trust Fund shall constitute, and that the affairs of the Trust Fund
shall be conducted so that each REMIC formed hereunder qualifies as, a “real estate mortgage
investment conduit” as defined in and in accordance with the REMIC Provisions. In furtherance
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of such intention, the Securities Administrator covenants and agrees that it shall act as agent for
so long as it is also Master Servicer (and the Securities Administrator is hereby appointed to act
as agent) on behalf of the Trust Fund. The Trustee and/or the Securities Administrator, as agent
on behalf of the Trust Fund, shall do or refrain from doing, as applicable, the following: (a) the
Sccuritics Administrator shall prepare and file, or cause to be prepared and filed, in a timely
manncr, U.S. Real Estate Mortgage Investment Conduit Income Tax Returns (Form 1066 or any
successor form adopted by the Intemal Revenue Service) and prepare and file or cause to be
prepared and filed with the Internal Revenue Service and applicable state or local tax authorities
income tax or information returns for each taxable year with respect to each such REMIC
containing such information and at the times and in the manner as may be required by the Code
or statc or local tax laws, regulations, or rules, and furnish or cause to be fumished to
Certificatcholders the schedules, statements or information at such times and in such manner as
may be required thereby; (b) the Securities Administrator shall apply for an employer
identification number with the Intemal Revenue Service via a Form SS-4 or other comparable
method for cach REMIC that is or becomes a taxable entity, and within thirty days of the Closing
Date, fumish or cause to be furnished to the Intemal Revenue Service, on Form 8811 or as
otherwise may be required by the Code, the name, title, address, and telephone number of the
person that the Holders of the Certificates may contact for tax information relating thereto,
together with such additional information as may be required by such form, and update such
information at the time or times in the manner required by the Code for the Trust Fund; (c) the
Trustee shall make or cause to be made elections, on behalf of each REMIC formed hereunder to
be treated as a REMIC on the federal tax return of such REMIC for its first taxable year (and, if
nccessary, under applicable state law); (d) the Securities Administrator shall prepare and
forward, or cause to be prepared and forwarded, to the Certificateholders and to the Internal
Revenue Service and, if necessary, state tax authorities, all information retumns and reports as and
when required to be provided to them in accordance with the REMIC Provisions, including
without limitation, the calculation of any original issue discount using the Prepayment
Assumption; (€) the Seccurities Administrator shall provide information necessary for the
computation of tax imposed on the transfer of a Residual Certificate to a Person that is not a
Permitted Transferee, or an agent (including a broker, nominee or other middleman) of a Person
that is not a Permitted Transferee, or a pass-through entity in which a Person that is not a
Permitted Transferee is the record holder of an interest (the reasonable cost of computing and
furnishing such information may be charged to the Person liable for such tax); (f) each of the
Sccuritics Administrator and the Trustee shall, to the extent under its control, conduct the affairs
of the Trust Fund at all times that any Certificates are outstanding so as to maintain the status of
cach REMIC formed hereunder as a REMIC under the REMIC Provisions; (g) neither the
Trustee nor the Securities Administrator shall knowingly or intentionally take any action or omit
to take any action that would cause the termination of the REMIC status of any REMIC formed
hercunder; (h) the Trustee shall pay, from the sources specified in the penultimate paragraph of
this Scction 10.12, as directed by the Securities Administrator in its Remittance Report, the
amount of any federal, state and local taxes, including prohibited transaction taxes as described
below, imposed on any REMIC formed hereunder prior to the termination of the Trust Fund
when and as the same shall be due and payable (but such obligation shall not prevent the Trustee,
the Sccurities Administrator at the written request of the Trustee, or any other appropriate Person
from contesting any such tax in appropriate proceedings and shall not prevent the Securities
Administrator from withholding payment of such tax, if permitted by law, pending the outcome
of such proceedings); (i) the Trustee shall sign or cause to be signed federal, state or local
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income tax or information retuns or any other document prepared by the Securities
Administrator pursuant to this Section 10.12 requiring a signature thereon by the Trustee; (j) the
Sccurities Administrator shall maintain records relating to each REMIC formed hereunder
including but not limited to the income, expenses, assets and liabilities of each such REMIC and
adjusted basis of the Trust Fund property determined at such intervals as may be required by the
Code, as may be nccessary to prepare the foregoing retums, schedules, statements or
information; (k) the Securities Administrator shall, for federal income tax purposes, maintain
books and records with respect to the REMICs on a calendar year and on an accrual basis; (1)
neither the Trustee nor the Master Servicer shall enter into any arrangement not otherwise
provided for in this Agreement by which the REMICs will receive a fee or other compensation
for services nor permit the REMICs to receive any income from assets other than “qualified
mortgages” as defined in Section 860G(a)(3) of the Code or “permitted investments” as defined
in Scction 860G(a)(5) of the Code; and (m) as and when necessary and appropriate, the Trustee,
or at the written request of the Trustee, the Securities Administrator, shall represent the Trust
Fund in any administrative or judicial proceedings relating to an examination or audit by any
governmental taxing authority, request an administrative adjustment as to any taxable year of any
REMIC formed hereunder, enter into settlement agreements with any governmental taxing
agency, extend any statute of limitations relating to any tax item of the Trust Fund, and otherwise
act on behalf of each REMIC formed hereunder in relation to any tax matter involving any such
REMIC.

In order to enable each of the Trustee and the Securities Administrator to perform its
dutics as set forth herein, the Depositor shall provide, or cause to be provided, to the Trustee or
the Sccurities Administrator within 10 days after the Closing Date all information or data that the
Trustce or the Securities Administrator requests in writing and determines to be relevant for tax
purposcs to the valuations and offering prices of the Certificates, including, without limitation,
the price, yicld, Prepayment Assumption and projected cash flows of the Certificates and the
Mortgage Loans. Thereafter, the Depositor shall provide to the Trustee or the Securities
Administrator promptly upon written request therefor, any such additional information or data
that the Trustee or the Securities Administrator may, from time to time, request in order to enable
the Trustec or the Securities Administrator to perform its duties as set forth hercin. The
Dcpositor hereby indemnifies each of Trustee and the Securities Administrator for any losses,
liabilities, damages, claims or expenses of the Trustee or the Securities Administrator arising
from any errors or miscalculations of the Trustee or the Securities Administrator, as applicable,
that result from any failure of the Depositor to provide, or to cause to be provided, accurate
information or data to the Trustee or the Securities Administrator, as applicable, on a timely
basis.

In the event that any tax is imposed on “prohibited transactions” of any of REMIC ],
REMIC II or REMIC III as defined in Section 860F(a)(2) of the Code, on the “net income from
forcclosure property” of the Trust Fund as defined in Section 860G(c) of the Code, on any
contribution to any of REMIC I, REMIC II or REMIC III after the Startup Day pursuant to
Scction 860G(d) of the Code, or any other tax is imposed, including, without limitation, any
federal, state or local tax or minimum tax imposed upon any of REMIC I, REMIC II or REMIC
111, and is not paid as otherwise provided for herein, such tax shall be paid by (i) the Trustee or
the Sccurities Administrator, if any such other tax arises out of or results from a breach by the
Trustce or the Securities Administrator, respectively, of any of its obligations under this
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Agrcement, (ii) any party hereto (other than the Trustee or the Securities Administrator) to the
cxtent any such other tax arises out of or results from a breach by such other party of any of its
obligations under this Agreement or (iii) in all other cases, or in the event that any liable party
hereto fails to honor its obligations under the preceding clauses (i) or (ii), any such tax will be
paid first with amounts otherwise to be distributed to the Class R Certificateholders, and second
with amounts otherwise to be distributed to the following other Certificates in the following
order of priority: first, to the Class B-4 Certificates, second, to the Class B-3 Certificates, third,
to the Class B-2 Certificates, fourth, to the Class B-1 Certificates, fifth, to the Class M-3
Certificates, sixth, to the Class M-2 Certificates, seventh, to the Class M-1 Certificates, and
cighth, to the Class A Certificates, pro rata, based on the amounts to be distributed.

Notwithstanding anything to the contrary contained herein, to the extent that such tax is
payable by the Holder of any Certificates, the Securities Administrator is hereby authorized to
rctain on any Distribution Date, from the Holders of the Class R Certificates (and, if necessary,
seccond, from the Holders of the other Certificates in the priority specified in the preceding
sentence), funds otherwise distributable to such Holders in an amount sufficient to pay such tax.
The Sccurities Administrator shall include in its Remittance Report instructions as to
distributions to such parties taking into account the priorities described in the second preceding
sentence. The Securities Administrator, on written request by the Trustee, agrees to promptly
notify in writing the party liable for any such tax of the amount thereof and the due date for the
payment thercof.

The Trustee and the Securities Administrator each agree that, in the event it should obtain
any information necessary for the other party to perform its obligations pursuant to this Section
10.12, it will promptly notify and provide such information to such other party. Notwithstanding
anything in this Agreement to the contrary, the Trustee agrees that, in the event that the Trustee
obtains actual knowledge that the Securities Administrator has breached any of its obligations
pursuant to this Section 10.12, the Trustee shall perform such obligations on its behalf to the
extent that the Trustee possesses all documents necessary to so perform and receives reasonable
compensation therefor, provided, however, that the Trustee shall not be liable for any losses
resulting from any such breach.
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ARTICLE XI

TERMINATION

Section 11.01 Termination upon Liquidation or Repurchase of all Morteage Loans.

Subject to Section 11.03, the obligations and responsibilities of the Depositor, the Master
Servicer, the Sccurities Administrator, the Seller and the Trustee created hereby with respect to
the Trust Fund shall terminate upon the earlier of (a) the purchase by the Majority Class C
Certificatcholder of all of the Mortgage Loans (and REO Properties) remaining in the Trust Fund
at a price (the “Mortgage Loan Purchase Price”) equal to the sum of (i) 100% of the Stated
Principal Balance of each Mortgage Loan (other than in respect of REO Property), (ii) accrued
intcrest thercon at the applicable Mortgage Rate to, but not including, the first day of the month
of such purchase, (iii) the appraised value of any REO Property in the Trust Fund (up to the
Stated Principal Balance of the related Mortgage Loan), such appraisal to be conducted by an
appraiser mutually agreed upon by the Master Servicer and the Trustee, (iv) unreimbursed out-of
pocket costs of the Company, the Servicers or the Master Servicer, including unreimbursed
scrvicing advances and the principal portion of any unreimbursed Advances, made on the
Mortgage Loans prior to the exercise of such repurchase right, (v) any Class A-5 Reimbursement
Amount duc the Class A-5 Insurer and (vi) any unreimbursed costs and expenses of the Trustee
and the Sccuritiecs Administrator payable pursuant to Section 10.05 and (b) the later of (i) the
maturity or other liquidation (or any Advance with respect thereto) of the last Mortgage Loan
remaining in the Trust Fund and the disposition of all REO Property and (ii) the distribution to
Certificatcholders and the Class A-5 Insurer of all amounts required to be distributed to them
pursuant to this Agreement or the Class A-5 Insurance Agreement, as applicable. In no event
shall the trusts created hereby continue beyond the earlier of (i) the expiration of 21 years from
the death of the last survivor of the descendants of Joseph P. Kennedy, the late Ambassador of
the United States to the Court of St. James, living on the date hereof and (ii) the Latest Possible
Maturity Date.

The right to repurchase all Mortgage Loans and REO Properties pursuant to clause (a) in
the preceding paragraph shall be exercisable on or after the earlier of (i) the 20% Clean-Up Call
Datc and (ii) the Distribution Date in November 2015.

Scction 11.02 Final Distribution on the Certificates.

If on any Determination Date, (i) the Master Servicer determines that there are no
Outstanding Mortgage Loans and no other funds or assets in the Trust Fund other than the funds
in the Master Servicer Collection Account, the Master Servicer shall direct the Securities
Administrator to send a final distribution notice promptly to each Certificateholder and the Class
A-5 Insurer or (ii) the Securities Administrator determines that a Class of Certificates shall be
retired after a final distribution on such Class, the Securities Administrator shall notify the
Certificatcholders and the Class A-5 Insurer within five (5) Business Days after such
Dectermination Date that the final distribution in retirement of such Class of Certificates is
scheduled to be made on the immediately following Distribution Date. Any final distribution
made pursuant to the immediately preceding sentence shall be made only upon presentation and
surrender of the related Certificates at the office of the Securities Administrator specified in the
final distribution notice to Certificateholders. If the Class C Certificateholder elects to terminate
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the Trust Fund pursuant to Section 11.01, at least 20 days prior to the date notice is to be mailed
to the Certificatcholders, the Majority Class C Certificateholder shall notify the Depositor, the
Class A-5 Insurer, the Securities Administrator, the Trustee of the date the Majority Class C
Certificatcholder intends to terminate the Trust Fund. The Master Servicer shall remit the
Mortgage Loan Purchase Price to the Securities Administrator on the Business Day prior to the
Distribution Date for such Optional Termination by the Majority Class C Certificateholder.

Notice of any termination of the Trust Fund, specifying the Distribution Date on which
Certificatcholders may surrender their Certificates for payment of the final distribution and
canccllation, shall be given promptly by the Securities Administrator by letter to
Certificatcholders and the Class A-5 Insurer mailed not earlier than the 10th day and no later
than the 15th day of the month immediately preceding the month of such final distribution. Any
such notice shall specify (a) the Distribution Date upon which final distribution on the
Certificates shall be made upon presentation and surrender of Certificates at the office therein
designated, (b) the amount of such final distribution, (c) the location of the office or agency at
which such presentation and surrender must be made and (d) that the Record Date otherwise
applicable to such Distribution Date is not applicable, distributions being made only upon
presentation and surrender of the Certificates at the office therein specified. The Securities
Administrator will give such notice to each Rating Agency at the time such notice is given to
Certificatcholders.

In the event such notice is given, the Master Servicer shall cause all funds in the Master
Servicer Collection Account to be remitted to the Securities Administrator for deposit in the
Distribution Account on the Business Day prior to the applicable Distribution Date in an amount
cqual to the final distribution in respect of the Certificates and any Class A-5 Reimbursement
Amounts due to the Class A-5 Insurer. Upon such final deposit with respect to the Trust Fund
and the reccipt by the Trustee of a Request for Release therefor, the Trustee or the Custodian
shall promptly release to the Master Servicer, as applicable the Mortgage Files for the Mortgage
Loans and the Trustee shall execute and deliver any documents prepared and delivered to it
which arc necessary to transfer any REO Property.

Upon presentation and surrender of the Certificates, the Securities Administrator shall
causc to be distributed to Certificateholders of each Class and to the Class A-5 Insurer in
accordance with the Remittance Report the amounts allocable to such Certificates and the Class
A-5 Insurer held in the Distribution Account in the order and priority set forth in Section 6.04
hercof on the final Distribution Date and in proportion to their respective Percentage Interests.

In the event that any affected Certificatcholders shall not surrender Certificates for
canccllation within six months after the date specified in the above mentioned written notice, the
Sccuritics Administrator shall give a second written notice to the remaining Certificateholders to
surrender their Certificates for cancellation and receive the final distribution with respect thereto.
If within six months after the second notice all the applicable Certificates shall not have been
surrendered for cancellation, the Securities Administrator may take appropriate steps, or may
appoint an agent to take appropriate steps, to contact the remaining Certificateholders conceming
surrender of their Certificates, and the cost thereof shall be paid out of the funds and other assets
that remain a part of the Trust Fund. If within one year after the second notice all Certificates
shall not have been surrendered for cancellation, the Class R Certificateholders shall be entitled
to all unclaimed funds and other assets of the Trust Fund that remain subject hereto.
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Section 11.03 Additional Termination Requirements.

Upon exercise by the Majority Class C Certificateholder of its purchase option as
provided in Section 11.01, the Trust Fund shall be terminated in accordance with the following
additional requirements, unless each of the Trustee, the Class A-5 Insurer and the Securities
Administrator have been supplied with an Opinion of Counsel addressed to the Trustee, the
Sccuritics Administrator and the Class A-5 Insurer, at the expense of the Majority Class C
Certificatcholder, to the effect that the failure of the Trust Fund to comply with the requirements
of this Section 11.03 will not (i) result in the imposition of taxes on “prohibited transactions” of a
REMIC, or (ii) cause a REMIC to fail to qualify as a REMIC at any time that any Certificates are
outstanding:

(1)  The Majority Class C Certificateholder shall establish a 90-day liquidation period
and notify the Trustee and Securities Administrator thereof, and the Securities Administrator
shall in tum specify the first day of such period in a statement attached to the tax return for each
of REMIC I, REMIC II and REMIC III pursuant to Treasury Regulation Section 1.860F-1. The
Majority Class C Certificateholder shall satisfy all the requirements of a qualified liquidation
under Scction 860F of the Code and any regulations thereunder, as evidenced by an Opinion of
Counsel addressed to the Trustee and Securities Administrator obtained at the expense of the
Majority Class C Certificateholder;

(2) During such 90-day liquidation period, and at or prior to the time of making the
final payment on the Certificates, the Securities Administrator, as agent of the Trustee, shall sell
all of the assets of REMIC I for cash;

(3) At the time of the making of the final payment on the Certificates, the Securities
Administrator, as agent for the Trustee, shall distribute or credit, or cause to be distributed or
credited, to the Holders of the Residual Certificates all cash on hand (other than cash retained to
mect claims), and REMIC I shall terminate at that time;

(4) By their acceptance of the Certificates, the Holders thereof hereby authorize the
adoption of a 90-day liquidation period for REMIC I, REMIC II and REMIC IlI, which
authorization shall be binding upon all successor Certificateholders; and

(5)  The Securities Administrator, as agent for each REMIC, hereby agrees to adopt
and sign such a plan of complete liquidation upon the written request of the Majority Class C
Certificatcholder and the receipt of the Opinion of Counsel referred to in Section 11.03(a)(1),
and to take such other action in connection therewith as may be reasonably requested by the
Majority Class C Certificateholder.
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ARTICLE XII

MISCELLANEOUS PROVISIONS
Section 12.01 Amendment.

This Agrcement may be amended from time to time by parties hereto and with the
consent of the Class A-5 Insurer, without the consent of any of the Certificateholders to cure any
ambiguity, to correct or supplement any provisions herein (including to give effect to the
cxpectations of investors), to change the manner in which the Master Servicer Collection
Account maintained by the Master Servicer or the Protected Account maintained by the
Company is maintained or to make such other provisions with respect to matters or questions
arising under this Agreement as shall not be inconsistent with any other provisions herein if such
action shall not, as evidenced by an Opinion of Counsel addressed to the Trustee, adversely
affect in any material respect the interests of any Certificateholder; provided that any such
amendment shall be deemed not to adversely affect in any material respect the interests of the
Certificatcholders and no such Opinion of Counsel shall be required if the Person requesting
such amendment obtains a letter from each Rating Agency stating that such amendment would
not result in the downgrading or withdrawal of the respective ratings then assigned to the
Certificates (determined without regard to the Class A-5 Policy).

Notwithstanding the foregoing, without the consent of the Certificateholders, the parties
hereto with the consent of the Class A-5 Insurer may at any time and from time to time amend
this Agreement to modify, eliminate or add to any of its provisions to such extent as shall be
necessary or appropriate to maintain the qualification of each of REMIC I, REMIC II and
REMIC III as a REMIC under the Code or to avoid or minimize the risk of the imposition of any
tax on any of REMIC I, REMIC II or REMIC III pursuant to the Code that would be a claim
against any of REMIC I, REMIC II or REMIC III at any time prior to the final redemption of the
Certificates, provided that the Trustee, the Securities Administrator and the Class A-5 Insurer
have been provided an Opinion of Counsel addressed to the Trustee, the Securities Administrator
and the Class A-5 Insurer, which opinion shall be an expense of the party requesting such
opinion but in any case shall not be an expense of the Trustee, the Securities Administrator or the
Trust Fund, to the effect that such action is necessary or appropriate to maintain such
qualification or to avoid or minimize the risk of the imposition of such a tax.

This Agreement may also be amended from time to time by the parties hereto with the
consent of the Class A-5 Insurer and the Holders of each Class of Certificates affected thercby
evidencing over 50% of the Voting Rights of such Class or Classes for the purpose of adding any
provisions to or changing in any manner or eliminating any of the provisions of this Agreement
or of modifying in any manner the rights of the Holders of Centificates; provided that no such
amendment shall (i) reduce in any manner the amount of, or delay the timing of, payments
required to be distributed on any Certificate without the consent of the Holder of such
Certificate, (ii) cause any of REMIC I, REMIC II or REMIC III to cease to qualify as a REMIC
or (iii) reduce the aforesaid percentages of Certificates of each Class the Holders of which are
required to consent to any such amendment without the consent of the Holders of all Certificates
of such Class then outstanding.
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Notwithstanding any contrary provision of this Agreement, the Trustee shall not consent
to any amendment to this Agreement unless it, the Securities Administrator and the Class A-5
Insurer shall have first received an Opinion of Counsel addressed to the Trustee and the
Sccuritics Administrator (a copy of which shall be addressed to and delivered to the Class A-5
Insurer, which opinion shall be an expense of the party requesting such amendment but in any
casc shall not be an expense of the Trustee or the Securities Administrator, to the effect that such
amendment will not (other than an amendment pursuant to clause (ii) of, and in accordance with,
the preceding paragraph) cause the imposition of any tax on REMIC I, REMIC II, REMIC III or
the Certificatcholders or cause REMIC I, REMIC II or REMIC III to cease to qualify as a
REMIC at any time that any Certificates are outstanding. Further, nothing in this Agreement
shall require the Trustee to enter into an amendment without receiving an Opinion of Counsel (a
copy of which shall be addressed and delivered to the Class A-5 Insurer and the Securities
Administrator), satisfactory to the Trustee (i) that such amendment is pemmitted and is not
prohibited by this Agreement and (ii) that all requirements for amending this Agreement
(including any consent of the applicable Certificateholders) have been complied with.

Notwithstanding any contrary provision of this Agreement, the Class A-5 Insurer shall
have the right to consent to any amendment which materially affects its rights and obligations
under this Agreement or the rights of any Holder of the Class A-5 Certificates. So long as there
is not a continuing default by the Class A-5 Insurer of its obligations under the Class A-5 Policy,
the Class A-5 Insurer has, and may exercise without the consent of the Holders of the Class A-5
Certificates, all of the rights of the Holders of the Class A-5 Certificates under this Agreement.

Promptly after the execution of any amendment to this Agreement requiring the consent
of Certificatcholders, the Trustee shall fummish written notification of the substance of such
amendment to cach Certificateholder, the Class A-5S Insurer and each Rating Agency.

It shall not be necessary for the consent of Certificateholders under this Section to
approve the particular form of any proposed amendment, but it shall be sufficient if such consent
shall approve the substance thereof. The manner of obtaining such consents and of evidencing
the authorization of the execution thereof by Certificateholders shall be subject to such
rcasonable regulations as the Trustee may prescribe.

Section 12.02 Recordation of Agreement: Counterparts.

To the extent permitted by applicable law, this Agreement is subject to recordation in all
appropriate public offices for real property records in all of the counties or other comparable
jurisdictions in which any or all of the Mortgaged Properties are situated, and in any other
appropriate public recording office or elsewhere. The Master Servicer shall effect such
rccordation at the Trust’s expense upon the request in writing of a Certificateholder, but only if
such dircction is accompanied by an Opinion of Counsel (provided at the expense of the
Certificatcholder requesting recordation) to the effect that such recordation would materially and
beneficially affect the interests of the Certificateholders or is required by law.

For the purpose of facilitating the recordation of this Agreement as herein provided and
for other purposes, this Agreement may be executed simultaneously in any number of
counterparts, cach of which counterparts shall be deemed to be an original, and such counterparts
shall constitute but one and the same instrument.
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Section 12.03 Goveming Law.

THIS AGREEMENT SHALL BE CONSTRUED IN ACCORDANCE WITH AND
GOVERNED BY THE SUBSTANTIVE LAWS OF THE STATE OF NEW YORK
APPLICABLE TO AGREEMENTS MADE AND TO BE PERFORMED IN THE STATE
OF NEW YORK AND THE OBLIGATIONS, RIGHTS AND REMEDIES OF THE
PARTIES HERETO AND THE CERTIFICATEHOLDERS SHALL BE DETERMINED
IN ACCORDANCE WITH SUCH LAWS WITHOUT REGARD TO THE CONFLICTS
OF LAWS PRINCIPLES THEREOF (OTHER THAN SECTION S5-1401 OF THE
GENERAL OBLIGATIONS LAWS).

Scction 12.04 Intention of Parties.

It is the express intent of the parties hereto that the conveyance of the Mortgage Notes,
Mortgages, assignments of Mortgages, title insurance policies and any modifications, extensions
and/or assumption agreements and private mortgage insurance policies relating to the Mortgage
Loans by the Seller to the Depositor, and by the Depositor to the Trustee be, and be construed as,
an absolute sale thercof to the Depositor or the Trustee, as applicable. It is, further, not the
intention of the parties that such conveyance be deemed a pledge thereof by the Seller to the
Depositor, or by the Depositor to the Trustee. However, in the event that, notwithstanding the
intent of the parties, such assets are held to be the property of the Seller or the Depositor, as
applicable, or if for any other reason the Mortgage Loan Purchase Agreement or this Agreement
is held or deemed to create a security interest in such assets, then (i) the Mortgage Loan Purchase
Agrecement and this Agreement shall each be deemed to be a security agreement within the
mecaning of the Uniform Commercial Code of the State of New York and (ii) the conveyance
provided for in the Mortgage Loan Purchase Agreement from the Seller to the Depositor, and the
conveyance provided for in this Agreement from the Depositor to the Trustee, shall be deemed to
be an assignment and a grant by the Seller or the Depositor, as applicable, for the benefit of the
Certificatcholders and the Class A-5 Insurer, of a security interest in all of the assets that
constitute the Trust Fund, whether now owned or hereafter acquired.

The Depositor for the benefit of the Certificateholders and the Class A-5 Insurer shall, to
the cxtent consistent with this Agreement, take such actions as may be necessary to ensure that,
if this Agrcement were deemed to create a security interest in the assets of the Trust Fund, such
sccurity interest would be deemed to be a perfected security interest of first priority under
applicable law and shall be maintained as such throughout the term of the Agreement.

Scction 12.05 Notices.

(@)  The Trustee shall use its best efforts to promptly provide notice to each Rating
Agency and the Class A-5S Insurer with respect to each of the following of which a Responsible
OfTicer of the Trustee has actual knowledge:

(i) Any material change or amendment to this Agreement;

(i)  The occurrence of any Event of Default that has not been cured;
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(ili) The resignation or termination of the Master Servicer, the Securities
Administrator or the Trustee and the appointment of any successor;

(iv)  The repurchase or substitution of Mortgage Loans pursuant to Sections
2.02,2.03, 4.20 and 11.01; and

(v)  The final payment to Certificateholders.

(b) Al directions, demands and notices hereunder shall be in writing and shall be
deemed to have been duly given when delivered at or mailed by registered mail, retumn receipt
requested, postage prepaid, or by recognized overnight courier, or by facsimile transmission to a
number provided by the appropriate party if receipt of such transmission is confirmed to (i) in the
case of the Depositor, Bear Steamns Asset Backed Securities I LLC, 383 Madison Avenue, New
York, New York 10179, Attention: Chief Counsel; (ii) in the case of the Seller or the Company,
EMC Mortgage Corporation, 909 Hidden Ridge Drive, Irving, Texas 75038, Attention: Ralene
Ruyle or such other address as may be hereafter furnished to the other parties hereto by the
Master Servicer in writing; (iv) in the case of the Trustee, at each Corporate Trust Office or such
other address as the Trustee may hereafter furnish to the other parties hereto; (v) in the case of
the Master Servicer or the Securities Administrator, P. O. Box 98, Columbia, Maryland 21046
(or, for overnight deliveries, 9062 Old Annapolis Road, Columbia, Maryland 21045), Attention:
BSABS 1 2005-AC9 or such other address as may be hereafter fumished to the other parties
hereto by the Securities Administrator in writing; (vi) in the case of the Rating Agencies, (x)
Moody’s Investors Service, Inc., 99 Church Street, New York, New York 10007, Attention:
Home Equity Monitoring and (y) Standard & Poor’s, 55 Water Street, 41st Floor, New York,
New York 10041, Attention: Mortgage Surveillance Group; and (vii) in the case of the Class A-5
Insurer, Financial Guaranty Insurance Company, 125 Park Avenue, New York, New York
10017, Attention: Structured Finance Surveillance (Bear Stearns 2005-AC9), or such other
address as may be hereafter fumished to the Trustee by the Class A-5 Insurer in writing. Any
notice delivered to the Seller, the Master Servicer, the Securities Administrator, the Class A-5
Insurer or the Trustee under this Agreement shall be effective only upon receipt. Any notice
required or permitted to be mailed to a Certificateholder, unless otherwise provided herein, shall
be given by first-class mail, postage prepaid, at the address of such Certificateholder as shown in
the Certificate Register; any notice so mailed within the time prescribed in this Agreement shall
be conclusively presumed to have been duly given, whether or not the Certificateholder receives
such notice.

Section 12.06 Severability of Provisions.

If any one or more of the covenants, agreements, provisions or terms of this Agreement
shall be for any reason whatsoever held invalid, then such covenants, agreements, provisions or
terms shall be deemed severable from the remaining covenants, agreements, provisions or terms
of this Agreement and shall in no way affect the validity or enforceability of the other provisions
of this Agreement or of the Certificates or the rights of the Holders thereof.
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Section 12.07 Assignment.

Notwithstanding anything to the contrary contained herein, except as provided pursuant
to Scction 8.02, this Agreement may not be assigned by the Master Servicer, the Seller or the
Dcpositor.

Section 12.08 Limitation on Rights of Certificateholders.

The death or incapacity of any Centificateholder shall not operate to terminate this
Agrcement or the Trust Fund, nor entitle such Certificateholder’s legal representative or heirs to
claim an accounting or to take any action or commence any proceeding in any court for a petition
or winding up of the Trust Fund, or otherwise affect the rights, obligations and liabilities of the
partics hereto or any of them.

No Certificateholder shall have any right to vote (except as provided herein) or in any
manner otherwise control the operation and management of the Trust Fund, or the obligations of
the parties hereto, nor shall anything herein set forth or contained in the terms of the Certificates
be construed so as to constitute the Certificateholders from time to time as partners or members
of an association; nor shall any Certificateholder be under any liability to any third party by
rcason of any action taken by the parties to this Agreement pursuant to any provision hereof.

No Certificateholder shall have any right by virtue or by availing itself of any provisions
of this Agreement to institute any suit, action or proceeding in equity or at law upon or under or
with respect to this Agreement, unless such Holder previously shall have given to the Trustee or
the Sccuritics Administrator, as appropriate, a written notice of an Event of Default and of the
continuance thercof, as hercinbefore provided, the Holders of Certificates evidencing not less
than 25% of the Voting Rights evidenced by the Certificates shall also have made written request
to the Trustee or the Securities Administrator, as appropriate to institute such action, suit or
proceeding in its own name as Trustee or the Securitics Administrator, as appropriate, hereunder
and shall have offered to the Trustee or the Securities Administrator, as appropriate, such
rcasonable indemnity as it may require against the costs, expenses, and liabilities to be incurred
therein or thereby, and the Trustee or the Securities Administrator, as appropriate, for 60 days
after its receipt of such notice, request and offer of indemnity shall have neglected or refused to
institutc any such action, suit or proceeding; it being understood and intended, and being
cxpressly covenanted by each Certificateholder with every other Certificateholder and the
Trustee, that no one or more Holders of Certificates shall have any right in any manner whatever
by virtue or by availing itself or themselves of any provisions of this Agreement to affect, disturb
or prejudice the rights of the Holders of any other of the Certificates, or to obtain or seck to
obtain priority over or preference to any other such Holder or to enforce any right under this
Agrcement, except in the manner herein provided and for the common benefit of all
Certificatcholders. For the protection and enforcement of the provisions of this Section 12.08,
cach and every Certificateholder, the Trustee or the Securities Administrator shall be entitled to
such relicf as can be given either at law or in equity.

Section 12,09 Inspection _and Audit Rights. The Master Servicer agrees that, on
rcasonable prior notice, it will permit any representative of the Depositor, the Class A-5 Insurer or
the Trustce during the Master Servicer’s normal business hours, to examine all the books of
account, records, reports and other papers of the Master Servicer relating to the Mortgage Loans,
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to make copies and extracts therefrom, to cause such books to be audited by independent certified
public accountants selected by the Depositor, the Trustee or the Class A-5 Insurer and to discuss
its affairs, finances and accounts relating to such Mortgage Loans with its officers, employees and
indcpendent public accountants (and by this provision the Master Servicer hereby authorizes such
accountants to discuss with such representative such affairs, finances and accounts), all at such
reasonable times and as often as may be reasonably requested. Any out-of-pocket expense incident
to the exercise by the Depositor or the Trustee of any right under this Section 12.09 shall be bone
by the party requesting such inspection, subject to such party’s right to reimbursement hereunder
(in the case of the Trustee, pursuant to Section 10.05 hereof).

Section 12.10 Certificates Nonassessable and Fully Paid.

It is the intention of the Depositor that Certificateholders shall not be personally liable for
obligations of the Trust Fund, that the interests in the Trust Fund represented by the Certificates
shall be nonassessable for any reason whatsoever, and that the Certificates, upon due
authentication thercof by the Trustee pursuant to this Agreement, are and shall be deemed fully
paid.

Section 12.11 Section 12.11 Class A-5 Insurer Rights.

(a)  All notices, statements, reports, certificates, lists or opinions required by this
Agreement to be sent to the parties hereto, the Rating Agencies or the Certificateholders shall
also be sent at such time to the Class A-5 Insurer at the notice addresses set forth in Section
12.05.

(b) The Class A-5 Insurer shall be an express third party beneficiary of this
Agreement for the purpose of enforcing the provisions hereof to the extent of the Class A-5
Insurer’s or any Certificateholder’s rights explicitly specified herein as if a party hereto.

()  Allreferences herein to the ratings assigned to the Certificates and to the interests
of any Certificatcholders shall be without regard to the Class A-5 Policy.

(d)  The Trustee (subject to its rights under this Agreement), the Depositor, the
Sccuritics Administrator and the Master Servicer shall cooperate in all respects with any
rcasonable request by the Class A-5 Insurer for action to preserve or enforce the Class A-5
Insurer’s rights or interests hereunder without limiting the rights or affecting the interests of the
Certificatcholders as otherwise set forth herein.

(¢)  The Class A-5 Insurer will have the right to exercise all rights, including voting
rights, which the Holders of the Class A-5 Certificates are entitled to exercise under this
Agreement, under the Mortgage Loan Purchase Agreement or any other instrument, document or
agreement relating to the foregoing. In addition, the Class A-5 Insurer shall have the right to
participate in, to direct the enforcement or defense of, and, at the Class A-5 Insurer’s sole option,
to institute or assume the defense of, any action, proceeding or investigation for any remedy
available to the Trustee and to the Securities Administrator with respect to any matter that could
adversely affect the Trust, the Trust Fund or the rights or obligations of the Class A-5 Insurer
hereunder, under the Mortgage Loan Purchase Agreement, under the Class A-5 Insurance
Agreement or under the Class A-5 Policy, or any other instrument, document or agreement
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rclating to the foregoing or under the other Transaction Documents, including (without
limitation) any insolvency or bankruptcy proceeding in respect of the Seller, the Master Servicer,
the Dcpositor or any Affiliate thereof provided, that such participation or direction shall not be in
conflict with any rule of law or with the terms of this Agreement. Following written notice to the
Trustec and to the Securities Administrator, the Class A-5 Insurer shall have the exclusive right
to determine, in its sole discretion, the actions necessary to preserve and protect the Trust and the
Trust Fund.

(f) The Trustee hereby agrees to provide to the Class A-5 Insurer prompt written
notice of any action, proceeding or investigation of which a Responsible Officer of the Trustee
has actual knowledge that names the Trust or the Trustee as a party and that could adversely
affcct the Trust or the Trust Fund.

(g) Notwithstanding anything contained herein or in any of the other Transaction
Documents to the contrary, the Trustee shall not, without the Class A-5 Insurer’s prior written
consent or unless directed in writing by the Class A-5 Insurer’s, undertake or join any litigation
or agrec to any settlement of any action, proceeding or investigation affecting the Trust or the
Trust Fund to the extent any such settlement, action, proceeding or investigation could
rcasonably be expected to have a material adverse affect on the rights or obligations of the Class
A-5 Insurer hereunder or under the Class A-5 Policy, or the Transaction Documents.

Each Holder of a Certificate, by acceptance of its Certificate, and the Trustee agree that
the Class A-5 Insurer shall have such rights as set forth in this Section, which are in addition to
any rights of the Class A-5 Insurer pursuant to the other provisions of the Transaction
Documents, that the rights set forth in this Section may be exercised by the Class A-5 Insurer, in
its sole discretion, without the need for the consent or approval of any Certificateholder or the
Trustee, notwithstanding any other provision contained herein or in any of the other Transaction
Documents, and that nothing contained in this Section shall be deemed to be an obligation of the
Class A-5 Insurer to exercise any of the rights provided for herein.
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IN WITNESS WHEREOF, the Depositor, the Master Servicer, the Seller, the Company,
the Securities Administrator and the Trustee have caused their names to be signed hereto by their
respective officers thereunto duly authorized as of the day and year first above written.

BEAR  STEARNS  ASSET BACKED

SECURITIESILLC,
as Depositor

Name: Baron Silverstein
Title:  Vice President

EMC MORTGAGE CORPORATION,
as Seller and Company

By:

Name:
Title:

WELLS FARGO BANK, NATIONAL
ASSOCIATION,
as Securities Administrator and Master Servicer

By:

Name: Stacey Taylor
Title:  Vice President

U.S. BANK NATIONAL ASSOCIATION,
as Trustee

By:

Name: Maryellen Hunter
Title:  Assitant Vice President
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IN WITNESS WHEREQOF, the Depositor, the Master Servicer, the Seller, the Company,
the Securities Administrator and the Trustee have caused their names to be signed hercto by their
respective officers thereunto duly authorized as of the day and year first above written.

BEAR STEARNS ASSET BACKED
SECURITIES I LLC,
as Depositor

By:
Name: Baron Silverstein
Title:  Vice President

EMC MORTGAGE CORPORATION,
as Seller and Company

By:

Name: Jen

7
. na p
Title: mw&m«

WELLS FARGO BANK, NATIONAL
ASSOCIATION,
as Securities Administrator and Master Servicer

By:

Name: Stacey Taylor
Title:  Vice President

U.S. BANK NATIONAL ASSOCIATION,
as Trustee

By:

Name: Maryellen Hunter
Title:  Assitant Vice President



IN WITNESS WHEREOF, the Depositor, the Master Servicer, the Seller, the Company,
the Securities Administrator and the Trustee have caused their names to be signed hercto by their
respective officers thereunto duly authorized as of the day and year first above written.

BEAR STEARNS ASSET BACKED
SECURITIESILLC,
as Depositor

By:
Name: Baron Silverstein
Title:  Vice President

EMC MORTGAGE CORPORATION,
as Seller and Company

By:
Name:
Title:

WELLS FARGO BANK, NATIONAL
ASSOCIATION,
as Sccurities Administrator and Master S'crviccr

By:

Name: Stacgy Taylpr
Title: Vice President

U.S. BANK NATIONAL ASSOCIATION,
as Trustee

By:

Name: Maryellen Hunter
Title:  Assitant Vice President



IN WITNESS WHEREOF, the Depositor, the Master Servicer, the Seller, the Company,
the Securities Administrator and the Trustee have caused their names to be signed hereto by their
respective officers thereunto duly authorized as of the day and year first above written.

BEAR  STEARNS ASSET BACKED
SECURITIES I LLC,
as Depositor

By:
Name: Baron Silverstein
Title:  Vice President

EMC MORTGAGE CORPORATION,
as Seller and Company

By:

Name:
Title:

WELLS FARGO BANK, NATIONAL
ASSOCIATION,

- as Securities Administrator and Master Servicer

By:

Name: Stacey Taylor
Title:  Vice President

U.S. BANK NATIONAL ASSOCIATION,
as Trustee

By: MWSLC,

Name: Maryellen Hunter
Title:  Assitant Vice President



STATE OF NEW YORK )
) ss.
COUNTY OF NEW YORK )

On this 30™ day of November, 2005, before me, a notary public in and for said State,
appeared Baron Silverstein, personally known to me on the basis of satisfactory evidence to be
an authorized representative of Bear Stearns Asset Backed Sccurities I LLC, one of the
companies that executed the within instrument, and also known to me to be the person who
executed it on behalf of such limited liability company and acknowlcdgcd to me that such
limited liability company exccuted the within instrument.

IN WITNESS WHEREOQF, I have hereunto]set my h4ngd and a ollicial scal the
day and year in this certificate first above wnncn t
l{ 19
y Public -
Mi
[Notarial Seal] Notary Puicers STERLING

of New York
No. 028780668
Qualified in wwonoote:n? County

Commission Rrpires November 18, 2009
]
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STATE OF TEXAS

S’ N’

ss.:
COUNTY OF DALLAS )

On this 30™ day of November, 2005, before me, a notary public in and for said State,
appeared _Jenng Kewmp , personally known to me on the basis of satisfactory
evidence to be an authorized rcpresentatxve of EMC Mortgage Corporation, one of the
corporations that executed the within instrument, and also known to me to be the person who
executed it on behalf of such corporation and acknowledged to me that such corporation
executed the within instrument.

IN WITNESS WHEREOF, 1 have hereunto set my hand and affixed my official scal the

day and year in this certificate first above written.
A ,/( A‘Q‘“‘“‘*

Notary Rubllc
MICKIES. GILMORE
07} Notar Pallie, State of Texas
S5 by Commission Ex;ires 0643-07
Notary Public

[Notarial Seal]



State of Maryland )
)ss:
County of Anne Arundel )

On the 30th day of November 2005, before me, a notary public in and for
said State of Maryland, personally appeared Stacey Taylor known to me to be a
Vice President of Wells Fargo Bank, National Association, one of the
corporations that executed the within instrument, and also known to me to be the
person who executed it on behalf of said corporation, and acknowledged to me
that such corporation executed the within instrument.

IN WITNESS WHEREOF, | hereunto set my hand and affixed my official
seal the day and year in this certificate first above written.

(/L%/ WM

Motary Publi¢




STATE OF MASSACHUSETTS )
) ss:
COUNTY OF SUFFOLK )

On the 30™ day of November 2005 before me, a notary public in and for said
State, personally appeared Maryellen Hunter, known to me to be an Assistant Vice President of
U.S. Bank National Association, a national banking association, one of the partics that executed
the within agreement, and also known to me to be the person who executed the within agreement
on behalf of said party and acknowledged to me that such party executed the within instrument.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official
seal the day and year in this certificate first above written. )

— _ ZQ
— —

Notary Public Larry D.Snell

D No
tary Seal
[SEAL] @ Larry D. Snell
Notary Public Massachusetts USA
My Commission Expires June 28, 2007
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- Fmanmal Guaranty Insurance Company
125 Park Avenue

New York, New York 10017

(212) 312-3000

(800) 352-0001

Surety Bond

Issuer: Bear Stearns Asset Backed Securities I Trust ‘Policy Number: 05030141
2005-AC9 Control Number:. 0010001

Insured Obligations:”

$75,000,000 in aggregate maximurn principal
amount of Bear Stearns Asset Backed Securities I
Trust 2005-AC9, Asset-Backed Certificates, Series
2005-AC9, Class A-5 Certrficates (the “Insured
Certificates™) 4

'Trustee U.S. Bank National Assoc1atlon

Financial Guaranty Insurance Company (“Financial Guaranty”), a New York stock insurance
company, in consideration of the right of Financial Guaranty to receive monthly premiums
pursuant to the Pooling and Servicing Agreement (as defined below) and the Insurance
Agreement referred to therein, and subject to the terms of this Surety Bond, hereby -
unconditionally and irrevocably agrees to pay each Insured Amount, to the extent set forth in the
Pooling and Servicing Agreement, to the Securities Administrator on behalf of the Trustee
named above or its successor, not in its individual capacity, but solely as trustee for the Insured
- - Certificateholders, except as otherwise provided herein with respect to Preference Amounts.
Capltahzed terms used and not otherwise defined herein shall have the meanings assigned to
such terms in the Pooling and Servicing Agreement as in effect and executed on the date hereof
without giving effect to any subsequent amendments or modifications thereto unless such

. amendments or modiﬁcations have been approved in writing by Financial Guaranty.

The term “Insured Amount” means, with respect to the Insured Certificates (1) any Deficiency
- Amount and (2) any Preference Amount :

~ The term “Deficiency Amount” means, s, with respect to any Drstrrbutlon Date and the Insured
' Certificates, an amount, if any, equal to the sum of:

(i)  the excess of (x) the Monthly Interest Distributable Amount for the -
Insured Certificates on such Distribution Date over (y) the Interest Funds from the
Mortgage Loans on such Distribution Date allocated to pay the Monthly Interest

Form 9133
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Financial Guaranty Insurance Company
125 Park Avenue

New York, New York 10017

(212) 312-3000

(800) 352-0001

Surety Bond

* Distributable Amount on the Insured Certificates on such Distribution Date as
- provided in Section 6.04(a) of the Pooling and Servicing Agreement; and

, (i)  the Certificate Principal Balance of the Insured Certificates to the
-extent unpaid on the Last Scheduled Distribution Date or earlier termination of
the Trust Fund pursuant to the terms of the Pooling and Servicing Agreement, in
each case after giving effect to distributions made on such date from all sources
other than this Surety Bond.

The term “Insured Certlﬁcateholder” means, as to a particular Insured Certificate, the Person,
other than the Depositor, any Servicer, the Master Servicer, the Trustee, the Seller, the Securities . -
Administrator or any subservicer retained by a Servicer who, on the applicable Distribution Date,

~ isentitled under the terms of the Insured Certiﬁcates toa distribution on the Insured Certiﬁcates

. The term “Last Scheduled Distribution Date” with respect to the Insured Ceruﬁcates means the

Drstnbutlon Date occurring in December 2035.

Fmancral Guaranty will pay a Deficiency Amount with respect to the Insured Certificates by

- 12:00 noon (New York City time) in immediately available funds to the Securities Administrator
on behalf of the Trustee on the later of (i) the second Business Day following the Business Day .
.- on which Financial Guaranty shall have received Notice that a Deficiency Amount is due in’

respect of the Insured Certificates, and (ii) the Distribution Date on which the related Deficiency
Amount is payable to the Insured Certificateholders pursuant to the Pooling and Servicing

* Agreement, for payment to the Insured Certificateholders in the same manner as other payments -
‘with respect to the Insured Certificates are required to be made. Any Notice received by ’
_Fmanc1al Guaranty after 12:00 noon New York City time on a given Business Day or on any day .
that is not a Business Day shall be deemed to have been received by Financial Guaranty on the

next succeeding Business Day.

* Upon payment of an Insured Amount hereunder, Financial Guaranty shall be ﬁ1lly subrogated to

the rights of the Insured Certificateholders to receive the amount so paid. Financial Guaranty’s

- obligations with respect to the Insured Certificates hereunder with respect to each Distribution

Date shall be discharged to the extent funds consisting of the related Deficiency Amount are
received by the Securities Administrator on behalf of the Trustee as trustee for the Insured -
Certificateholders for payment to such Insured Certificateholders, as provided in the Pooling and
Servicing Agreement and herein, whether or not such funds are properly applied by the
Securities Administrator or the Trustee.

If any portion or all of any amount that is insured hereunder that was previously distributed to a
Insured Certlﬁcateholder is recoverable and recovered from such Insured Certificateholder as a

Form 9133
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Financial Guaranty Insurance Company
125 Park Avenue -

New York, New York 10017

(212) 312-3000- |

(800) 352-0001

~ Surety Bond

- voidable preference by a trustee in bankruptcy pursuant to the U.S. Bankruptcy Code, pursuant

to a final non-appealable order of a court exercising proper jurisdiction in an insolvency
proceeding (a “Final Order”) (such recovered amount, a “Preference Amount”), Financial
Guaranty will pay on the guarantee described in the first paragraph hereof, an amount equal to
each such Preference Amount by 12:00 noon on the second Business Day following receipt by

- Financial Guaranty of (w) a certified copy of the Final Order, (x) an opinion of counsel

satisfactory to Financial Guaranty that such order is final and not subject to appeal (y) an
assignment, in form reasonably satisfactory to Financial Guaranty, irrevocably assigning to -

- Financial Guaranty all rights and claims of the Trustee and/or such Insured Certificateholder

relating to or arising under such Preference Amount and appointing Financial Guaranty asthe
agent of the Trustee and/or such Insured Certificateholder in respect of such Preference Amount,

| -and (z) a Notice appropriately completed and executed by the Securities Administrator or such

Insured Certificateholder, as the case may be. Such payment shall be made to the receiver,
conservator, debtor-in-possession or trustee in bankruptcy named in the Final Order and not to
the Securities Administrator, Trustee or Insured Certificateholder directly (unless the Insured
Certificateholder has previously paid such amount to such receiver, conservator, debtor-in-

-possession or trustee named in such Final Order in which case payment shall be made to the.
* Securities Administrator for payment to the Insured Certificateholder upon delivery of proof of

such payment reasonably satisfactory to Financial Guaranty). Notwithstanding the foregoing, in
no event shall Financial Guaranty be (i) required to make any payment under this Surety Bond in
respect of any Preference Amount to the extent such Preference Amount is comprised of .
amounts previously paid by Financial Guaranty hereunder, or (ii) obligated to make any payment
in respect of any Preference Amount, which payment represents a payment of the principal

. amount of any Insured Certificates, prior to the time Financial Guaranty otherwise would have

been required to make a payment in respect of such principal, in which case Financial Guaranty

- - _shall pay the balance of the Preference Amount when such amount othervnse would have been

required.

-Any of the documents required under clauses (W) through (z) of the precedmg paragraph that are |
- received by Financial Guaranty after 12:00 noon New York City time on a given Business Day

or on any day that is not a Business Day shall be deemed to have been received by Financial
Guaranty on the next succeeding Business Day. If any notice received by Financial Guaranty is
not in proper form or is otherwise insufficient for the purpose of making a claim under this
Surety Bond, it will be deemed not to have been received by Financial Guaranty, and Financial -

‘Guaranty will promptly so advise the Securities Administrator, and the Securities Administrator

may submit an amended Notice. All payments made by Financial Guaranty hereunder in respect
of Preference Amounts will be made with Fmanmal Guaranty s own funds.

This Surety Bond is non—cancelab_le for any reason, including nonpayment of any premium. The
premium on this Surety Bond is not refundable for any reason, including the payment of any
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* Financial Guaranty Insurance Company
125 Park Avenue

New York, New York 10017

- (212) 312-3000 )

(800) 352-0001

SuretyBond o

Insured Certificates prior to the maturity of the Insured Certificates. This Surety Bond shall
expire and terminate without any action on the part of Financial Guaranty or any other Person on
the date that is the later of (i) the date that is one year and one day following the date on which
the Insured Certificates shall have been paid in full and (ii) if any 1nsolvency proceeding

- referenced in the second preceding paragraph has been commenced on or prior to the date
specified in clause (i) above, the 30th day after the entry of a ﬁnal non—appealable order in
 resolution or settlement of such proceeding.

A monthly premlum shall be due and payable in arrears as prov1ded in the Pooling and Servicing
Agreement and the Insurance Agreement.

This Surety Bond does not cover Unpaid Interest Shortfalls or Net WAC Rate Carryover

- Amounts on the Insured Certificates, nor does it guarantee to the Insured Certificateholders any
. particular rate of principal payment. In addition, this Surety Bond does not cover shortfalls, if

. any, attributable to the liability of the Depositor, the Trust, the Trustee or the Insured ,
Certificateholder for withholding taxes, if any (including interest and penalties in respect of any -

- liability for withholding taxes). This Surety Bond does not cover the failure of the Trustee or
Securities Administrator to make any distribution requrred under the Poolmg and Servicing
Agreement to any Insured Certificateholders.

_: This Surety Bond is subject to and shall be governed by the laws of the State of New York,
without giving effect to the conflicts of laws principles thereof. The proper venue for any action
'or proceeding on this Surety Bond shall be the County of New York; State of New York

THE INSURANCE PROVIDED BY THIS SURETY BOND ISNOT COVERED BY THE
NEW YORK PROPERTY/CASUALTY INSURANCE SECURITY FUND (NEW YORK -
A INSURANCE CODE, ARTICLE 76).

© " “Notice” means a written notice in the form of Exhibit A to this Surety Bond by registered or

~ certified mail or telephonic or telegraphic notice, subsequently confirmed by written notice
delivered via telecopy, telex or hand delivery from the Securities Administrator to Financial
Guaranty specifying the information set forth therein. “Pooling and Servicing Agreement”
means the Pooling and Servicing Agreement relating to the Insured Certificates among EMC
Mortgage Corporation, as Seller, Bear Stearns Asset Backed Securities I LLC, as Depositor,
Wells Fargo Bank, National Association, as Master Servicer and Securities Administrator, and
U.S. Bank National Association, as Trustee, dated as of November 1, 2005. “Insurance
Agreement” means the Insurance and Indemnity Agreement, among Financial Guaranty, EMC
Mortgage Corporation, Bear Stearns Asset Backed Securities I LLC and the Trustee dated as of
November 30, 2005. :
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. F manmal Guaranty Insurance Company

125 Park Avenue

* New York, New York 10017
| (212) 3123000
(800) 352-0001

Surety Bond

In the event that payments under any Insured Certificate are accelerated, nothmg herein
contained shall obligate Financial Guaranty to make any payment of principal or interest on such

- Insured Certificate on an accelerated basis, unless such acceleration of payment by Financial

Guaranty is at the sole option of Financial Guaranty; it being understood that a payment shortfall
in respect of the redemption of any Insured Certificate by reason of the repurchase of the assets
of Trust Fund pursuant to Section 11.01 of the Pooling and Servicing Agreement does not

~ constltute acceleration for the purposes hereof

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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Financial Guaranty Insurance Company
125 Park Avenue

- New York, New York 10017

(212) 312-3000 .

(800) 352-0001

S.urety Bond
IN WITNESS WHEREOF, Financial Guaranty haé caused this Surety Bond to be affixed with its
corporate seal and to be signed by its duly authorized officer in facsimile to become effective and

binding upon Fmanc1al Guaranty by virtue of the counters1gnature of its duly authonzed
representatxve : :

S

o Presidenf , ' _ , Autho_

Representative

 Effective Date: November 30, 2005
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EXHIBIT A

NOTICE OF NONPAYMENT ‘
AND DEMAND FOR PAYMENT OF INSURED AMOUNTS

To: ~ Financial Guaranty Insurance Company

125 Park Avenue ,
‘New York, New York 10017
(212) 312-3000 .
Attention: General Counsel

Telephone: (212) 312-3000
Telecopier: (212) 312-3220

Re: $75,000,000 in aggregate maximum principal

’ amount of Bear Stearns Asset Backed Securities I
Trust 2005-AC9, Asset-Backed Certificates, Series
2005-AC9, Class A-5 Certrﬁcates (the “Insured
Certrﬁcates”)

Policy No. 05030141 (the “Surety Bond™)

Distribution Date:

We refer to that certain Pooling and Servicing Agreement, dated as of November 1, 2005, among
EMC Mortgage Corporation, as Seller, Bear Stearns Asset Backed Securities I LLC, as '
Depositor, Wells Fargo Bank, National Association, as Master Servicer and Securities
Administrator, and U.S. Bank National Association, as Trustee (the “Pooling and Servicing
Agreement”), relating to the above referenced Insured Certificates. All capitalized terms not

~ otherwise defined herein or in the Surety Bond shall have the same respectrve meanings assigned -
to such terms in the Poolmg and Servicing Agreement.

(@) The Securities Administrator has determined under the Pooling and Servrcrng Agreement
 that in respect of such Distribution Date:

(1)  theexcess of (x) the Monthly Interest Distributable Amount for the Insured

- Certificates on such Distribution Date over (y) the Interest Funds from the A
Mortgage Loans on such Distribution Date allocated to pay the Monthly Interest
Distributable Amount on the Insured Certificates on such Distribution Date as
provided in Section 6.04(a) of the Pooling and Servicing Agreement is $[__]; and

(2) - the Certificate Principal Balance of the Insured Certificates to the extent unpaid
~ on the Last Scheduled Distribution Date or earlier termination of the Trust Fund
pursuant to the terms of the Pooling and Servicing Agreement, in each case after

giving effect to distributions made on such date from all sources other than this -

Surety Bond is $[__]



.(b) ' The amounts available to pay the items identified in 1tems (1) through (2) above, as

reduced by any portion thereof that has been deposited in the Master Servicer Collection
Account or the Distribution Account but may not be withdrawn therefrom pursuant to an order of
a United States bankruptcy court of competent jurisdiction i imposing a stay pursuant to Section

362 of the Umted States Bankruptcy Code), is §] ]

Please be advrsed that accordingly, a Deficiency Amount is due for the Distribution Date

identified above for the Insured Certificates in the amount of § . This Deficiency
Amount constitutes an Insured Amount payable by F1nancra1 Guaranty under the Surety Bond

' [In addition, attached hereto is a copy of the Final Order in connection with a Preference Amount
_ in the amount set forth therein, together with an assignment of rights and appointment of agent

and other documents required by the Surety Bond in respect of Preference Amounts. The
amount of the Preference Amount is § .. This Preference Amount constitutes an
Insured Amount payable by Financial Guaranty under the Surety Bond.]

*Accordingly, pursuant to the Poolrng and Servicing Agreement, thrs statement constrtutes a
. notice for payment of an Insured Amount by Financial Guaranty in the amount of

under the Surety Bond.

(c) No payment ¢ clarmed hereunder is in excess of the amount payable under the Surety

Bond.
| The amount requested in this Notrce should be paid to: [Payment Instructlons]

-Any person who knowingly and with intent to defraud any insurance company or other person
- files an application for insurance or statement of claim containing any matenally false

information or conceals for the purpose of misleading, information concerning any fact material
thereto, commits a fraudulent insurance act, which is a crime, and shall also be subject to a civil
penalty not to exceed Five Thousand Dollars ($5,000.00) and the stated value of the claim for
each such violation.
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IN WITNESS WHEREOF, the Securities Administrator has executed and delivered this Notice
_ of Nonpayment and Demand for Payment of Insured Amounts this day of

. WELLS FARGO BANK, NATIONAL
-ASSOCIATION, as Securities Administrator

By:

© Title: .
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TRUST AGREEMENT
' betWeen

U.S. BANK NATIONAL ASSOCIATION, as Trustee,

the COUNTY OF CALAVERAS,
" and the

PUBLIC PROPERTY FINANCING CORPORATION
OF CALIFORNIA

Dated November 1, 2007
Relating to

County of Calaveras
2007 Certificates of Participation
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TRUST AGREEMENT

~ This Trust Agreement, dated November 1, 2007, between U.S. BANK NATIONAL
ASSOCIATION, a national banking association duly organized and existing under and by virtue
of the laws of the United States of America, as trustee (the “Trustee”), the COUNTY OF
CALAVERAS, a political subdivision of the State of California (the “County”), and PUBLIC
PROPERTY FINANCING CORPORATION OF CALFIORNIA, a nonprofit public benefit
corporation duly organized and validly existing under and by virtue of the laws of the State of
California (the “Corporation™);

WITNESSETH:

WHEREAS, the Corporation and the County have entered into a lease entitled “Facilities
Lease™ and dated the date hereof (the “Facilities Lease™);

WHEREAS, under the Facilities Lease, the County is obligated to make Rental
Paymenits to the Corporation for the lease of the Demised Premises, as defined hereafter;

WHEREAS, all rights to receive such Rental Payments will be assigned without
recourse by the Corporation to the Trustee pursuant to this Trust Agreement;

WHEREAS, in consideration of such assignment and the execution of this Trust
Agreement, the Trustee has agreed to execute and deliver Certificates of Participation (the
“Certificates”) in an amount equal to the aggregate principal components of such Rental
Payments, each evidencing and representing a proportional interest in such Rental Payments;

WHEREAS, the County has determined to enter into this Trust Agreement in order to
provide for the execution and delivery of the Certificates, to establish and declare the terms and

conditions upon which the Certificates shall be delivered and secured and to secure the payment <~ —

of the principal, premium (if any), and interest represented thereby;

WHEREAS, the execution and delivery of this Trust Agreement has in all respects been
duly and validly authorized by resolutions duly passed and approved by the County and the
Corporation; and

WHEREAS, the Couniy has determined that all acts, conditions, and things required by
law to exist, to have happened, and to have been performed precedent to and in connection with
the execution and the entering into of this Trust Agreement do exist, have happened, and have
been performed in regular and due time, form, and manner as required by law, and the parties
hereto are now duly authorized to execute and enter into this Trust Agreement;

NOW, THEREFORE, THIS TRUST AGREEMENT WITNESSETH that, in order to
secure the payment of the principal and the interest represented by all Certificates at any time
executed and delivered hereunder and to provide the terms and conditions under which all
property, rights, and interests hereby assigned and pledged are to be dealt with and disposed of,
and to secure performance and observance of the terms, conditions, stipulations, covenants,
agreements, trusts, uses, and purposes hereinafter expressed, and in consideration of the premises
and of the material covenants herein contained and of the purchase and acceptance of the
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Certificates by the Owners thereof, and for other valuable consideration, the receipt of which is
hereby acknowledged, the County and the Corporation do hereby agree and covenant with the
Trustee for the benefit of the respective Owners from time to time, of the Certificates, or any
part thereof, as follows:

ARTICLE 1
DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

Section 1.1  Definitions. For all purposes of this Trust Agreement and of any
Supplemental Trust Apreement and of any certificate, opinion, or other document herein
- mentioned, unless the context otherwise requires:

{A)  The terms defined in this Section shall have the meanings herein specified and
include the plural as well as the singular.

(B)  All accounting terms not otherwise defined herein have the meanings assigned to
them, and all computations herein provided for shall be made, in accordance with generally
accepted accounting principles.

(C)  All references herein to “generally accepted accounting principles” refer to such. ‘
principles as they exist at the date of applicability thereof.

(D)  All references herein to “Articles,” “Sections,” and other subdivisions are to the _
designated Articles, Sectlons and other subdivisions of this Trust Agreement as originally
executed.

(E)  The words “herein,” “hereof,” “hereby,” “hereunder,” and other words of similar
import refer to this Trust Agreement as a whole and not to any particular Artlcle Sectlon or
other SUblelSlOﬂ

- (F)  Words of any gender shall mean and include words of all other genders. |

Additional Payments means the additional payments payable by the County under and
pursuant to Section 4.8 (Additional Payments) of the Facilities Lease.

Annual Debt Service means for cach Bond Year the aggregate amount (without
duplication} of principal and interest scheduled to become due (either at maturity or by
mandatory prepayment) and sinking fund payments (or lease or installment purchase payments
with separately designated interest and principal components) required to be paid in that Bond
Year on all Outstanding Certificates.

Applicable Environmental Laws means and shall include, but shall not be limited to, the
Comprehensive Environmental Response, Compensation, and Liability Act (“CERCLA™),
42 USC Sections 9601 et seq.; the Resource Conservation and Recovery Act (“RCRA™), 42 USC
Sections 6901 et seq.; the Federal Water Pollution Control Act, 33 USC Sections 1251 et seq.;
the Clean Air Act, 42 USC Sections 7401 et seq.; the Hazardous Materials Transportation Act
(“HMTA™), 49 USC Sections 1801 et seq.; the California Hazardous Waste Control Law
(“HWCL”), California Health & Safety Code Sections 25100 et seg.; the Hazardous Substance
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Account Act (“HSAA”™), California Health & Safety Code Sections 25300 et seq.; the Porter-
Cologne Water Quality Control Act (the “Porter-Cologne Act™), California Water Code Sections
1300 et seq.; the Air Resources Act, California Health & Safety Code Sections 3900 et seq.; the
Safe Drinking Water & Toxic Enforcement Act, California Health & Safety Code
Sections 25249.5 et seq.; and the regulations under each thereof; and any other local, state,
“and/or federal laws or regulations, whether currently in existence or hereafter enacted, that
govern: _
(1) the existence, cleanup, and/or remedy of contamination on property;

(2)  the protectlon of the environment from spilled, deposited, or other\mse
' emplaced contamination;

3) the control of hazardous wastes; or
(4) the use, generation, transport, treatment, removal, or r'ecovery of
Hazardous Substances, including building materials.
Beneficial Owner has the meaning specified in the-Continuing Disclosure Certificate.

Board means the Board of Supefvisbrs of the County.

Bond Year means the period ending oh November 1 of each year with the first Bond
Year beginning on the Closing Date and ending on November 1, 2008, and the last Bond Year
ending on the date on which none of the Certificates remain outstanding,.

Business Day means any day other than a Saturday, Sunday, or a day on which banking
institutions in the State or the state in which the Corporate Trust Office is located are authorized
or obligated by law or executive order to be closed. '

Certificate Fund means the Certificate Fund estabhshed pursuant to Section 6.2 (P ledg o

of Rental Payments; Certificate Fund).

Certificate Register has the meaning stated in Section 2.6 (Registration, Transfer, and
Exchange).

Certificate Reserve Fund means the fund by that name established pursuant to
Section 6.6 (Funding and Application of Certificate Reserve Fund).

Certificate Reserve Requirement means, as of any date of calculation, an amount equal
to the least of (1) Maximum Annual Debt Service on all Certificates then Qutstanding, (i1) 125%
of average Annual Debt Service on all Certificates then QOutstanding, and (ili) 10% of the
aggregate principal amount of the Certificates executed and delivered on the Closing Date (or, if
the Certificates were sold with more than a de minimis amount of original issue discount or
premium, the issue price of the Certificates (excluding pre-issuance accrued interest), as those
terms are defined in the Code).

- Certificates or Certificates of Participation .means the County of Calaveras 2007
‘Certificates of Participation authorized by, and at any time Outstanding pursuant to, this Trust
Agreement. ‘
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Closing Date means the date of delivery of the Certificates to the initial purchaser
thereof,

Code means the Intemal Revenue Code of 1986 and the reguiatlons applicable to or
issued thereunder.

‘Construction Fund means the fund by that name established pursvant to Section 3.3
(Establishment and Application of Construction Fund).

Continuing Disclosure Certificate means the Continuing Disclosure Certificate dated the
- Closing Date by the County, as originally executed or as it may from time to time be
supplemented or amended in accordance with its terms.

Corporate Trust Office or corporate trust office means the corporate trust office of the
Trustee at One California Street, Suite 2100, San Francisco, CA 94111, Attention: Corporate
Trust Services, or such other or additienal offices as-may be designated by the Trustee.

Corporation means Public Property Financing Corporation of California, a nonprofit
public benefit corporation duly established and validly existing under and by virtue of the laws
of the State of California.

- Costs of Issuance means all items of expense directly or indirectly payable by or
reimbursable to the County and related to the original authorization, execution, sale, and delivery
of the Certificates, including but not limited to advertising and printing costs, costs of
preparation and reproduction of documents, filing and recording fees, initial fees and charges of
the Trustee, legal fees and charges, fees and disbursements of consultants and professionals,
financial advisor fees and expenses, title insurance premiums, rating agency fees, municipal
~ bond insurance premiums, fees and charges for preparation, execution, transportation, and
safekeeping of Certificates, and any other cost, charge, or fee in connection with the original
delivery of Certificates.

Costs of Issuance Fund means the Costs of Issuance Fund established pursuant to
Section 3.2 (Establishment and Application of Costs of Issuance Fund).

- County means the County of Calaveras, a political subdivision duly organized and
existing under the Constitution and laws of the State.

Defeasance Securities means direct non-callable obligations of the United States of
America and securities fully and unconditionally guaranteed as to the timely payment of
principal and interest by the United States of America, to which direct obligation or guarantee
the full faith and credit of the United States of America has been pledged, Refcorp interest strips,
CATS, TIGRS, STRPS, or defeased municipal bonds rated AAA by S&P or Aaa by Moody’s (or
any combination of the foregoing).

Demised Premises means the real property described in Exhibit A attached to the
Facilities Lease and all improvements located thereon

Event of Default means any of the events specxﬁed in Section 8.1 (Events of Default).
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Fucilities Lease or Lease means that certain lease entitled “Facilities Lease” between the

Corporation and the County, dated November 1, 2007, wherein the Corporation leased the
Demised Premises to the County, as originally executed and as it may from fime to time be
supplemented, modified, or amended pursuant to the provisions hereof and thereof.

Fiscal Year means the period beginning on July 1 of each year and ending on the next

succeeding June 30 or any other twelve-month period hereafter selected and designated as the
official fiscal year period of the County.

Ground Lease means that certain lease entitled “Ground Lease” between the County and
the Corporation, dated November 1, 2007, as originally executed and as 1t may from time to time
be supplemented, modified, or amended pursuant to the provisions hereof and thereof.

Hazardous Substance means any substance that shall, at any. time, be listed as
“hazardous” or “toxic” in any Applicable Environmental Law or that has been or shall be
determined at any time by any agency or court to be a hazardous or toxic substance regulated
under Applicable Environmental Laws; and also means, without limitation, any flammable
explosives, radioactive materials, hazardous materials, hazardous wastes, hazardous or toxic
substances, or related materials defined in CERCLA, HMTA, RCRA, and in the regulations
adopted and publications_promulgated pursuant thereto, or any other Federal, State or local
environmental law, ordinance, rule, or regulation.

Information Service means Standard & Poor's Security Evaluations, Inc., Notification
Services, 55 Water Street, 45th Floor, New York, New York 10041, Tel. 212-438-4510, Fax
212-438-3975, or, in accordance with then-current guidelines of the Securitics and Exchange
Commission, such other addresses and or such other services providing information with respect
to called bonds, or no such services, as the County may designate in a Request of the County
delivered to the Trustee

Insurance Consultant means any independent person having experience in consulting on
the insurance requirements of governmental entities of the general size and character of the
County, selected by the County.

Insurer means Financial Guaranty Insurance Company, a New York Stock insurance
company, or any successor thereto or assignee thereof.

Interest Fund means the fund by that name established pursuant to Section 6.3
(Allocation of Rental Payments).

Interest Payment Date means May 1 and November 1 in each year, commencing
November 1, 2008.

Investment Securities means the following:

1. Direct obligations of the United States of America and securities fully and
unconditionally guaranteed as to the timely payment of principal and interest by the United
States of America (“U.S. Government Securities™).
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2. Direct obligations  of the following federal agencies, which are fully guaranteed
by the full faith and credit of the United State of America:

(a) Export-Import Bank of the United States — Direct obhgatlons and fully
guaranteed certificates of beneficial interest

(b) Federal Housing Administration — debentures
(c) General Services Administration — participation certificates

(d) Govermﬁent National Mortgage Association (“GNMASs”) — guaranteed
mortgage-backed securities and guaranteed participation certificates

(e) Small Business Admlmstratlon guaranteed participation certificates and
guaranteed pool certificates

3] U.S. Department of Housing & Urban Developfnent - local authority
bonds : ' '

(g) U.S. Maritime Administration — guaranteed Title XI financings

(h) Washington Metropolitan Area Transit Authority — guaranteed transit
bonds -

3. Direct obligations* of the following federal agencies, which are not fully
guaranteed by the faith and credit of the United States of America:

(a) Federal National Mortgage Association . (“FNMASs”) — senior debt
obligations rated Aaa by Moody’s and AAA by Standard & Poor’s .

(b} Federal Home Loan Mortgage Corporation (“FHLMCs”) — participation
certificates and senior debt obligations rated Aaa by Moody s and AAA by Standard &
Poor’s

(c) Federal Home Loan Banks — conSQlidated debt obligaﬁdns
(d) Student Loan Marketing Association — debt obligations
(¢}  Resolution Funding Corporation — debt obligations
4. Direct, general obligations of any state of the United States of America or any
subdivision or agency thereof whose uninsured and unguaranteed general obligation debt is

rated, at the time of purchase, A2 or better by Moody’s and A or better by Standard & Poor’s, or
any obligation fully and unconditionally guaranteed by any state, subdivision or agency whose

" The following are explicitly excluded from the securities enumerated in 2 and 3:

i. All derivative obligations, including without limitation inverse floaters, residuals, interest-only, principal-only
and range notes;

ii. Obligations that have a possibility of returning a zero or negative yield if held to maturity;

iii. Obligations that do not have a fixed par value or those whose terms do not promise & fixed dollar amount at
maturity or call date; and :

iv. Collateralized Mortgage-Backed Obligations (“CMOs™).
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uninsured and unguaranteed general obligation debt is rated, at the time of purchase, A2 or better
by Moody’s and A or better by Standard & Poor’s.

5. Commercxal paper (having original maturities of not more than 270 days) rated, at
the tlme of purchase, P-1 by Moody’s and A-1 or better by Standard & Poor’s

6. Certificates of deposit, savings accounts, deposit accounts or money market
deposits in amounts that are continuously and fully insured by the TFederal Deposit Insurance
Corporation {“FDIC”), including the Bank Insurance Fund and the Savings Association
Insurance Fund. ‘

7. Certificates of deposit, deposit accounts, federal funds or bankers’ acceptances (in
each case having maturifies of not more than 365 days following the date of purchase) of any
domestic commercial bank or United States branch office of a foreign bank, provided that such
bank’s short-term certificates of deposit are rated P-1 by Moody’s and A-1 or better by Standard
& Poor’s (not considering holding company ratmgs)

8. Investments in money-market funds rated AAAm or AAAm-G by Standard &
Poor’s, including funds for which the Trustee, its parent holding company, if any, or any
affiliates or subsidiaries of the Trustee provide investment advisory or other management
services.

9.  State-sponsored investment pools (such as the Local Agency Investment Fund
referred to in Section 16429.1 of the California Government Code) rated  AA- or better by
- Standard & Poor’s.

10.  Repurchase agreements that meet the following criteria:

(a) A master repurchase agreement or specific written repurchase agreement,
substantially similar in form and substance to the master repurchase agreement
promulgated by the Securities Industry and Fman01al Markets Association, governs the
transaction.

(b) Acceptable providers shall consist of (i) registered broker/dealers subject -
to Securities Investors’ Protection Corporation (“SIPC™) jurisdiction or commercial
banks insured by the FDIC, if such broker/dealer or bank has an uninsured, unsecured
and unguaranteed rating of A3/P-1 or better by Moody’s and A-/A-1. or better by
Standard & Poor’s, or (ii) domestic structured investment companies approved by the
Insurer and rated Aaa by Moody’s and AAA by Standard & Poor’s.

(c) The repurchase agreement shall require termination thereof if the
counterparty’s ratings are suspended, withdrawn or fall below A3 or P-1 from Moody’s,
or A- or A-1 from Standard & Poor’s. Within ten (10) days, the counterparty shall repay
the principal amount plus any accrued and unpaid interest on the investments.

(d) The repurchase agreement shall limit acceptable securities to U.S.
Government Securities and to the obligations of GNMA, FNMA or FHLMC described in
2(d}, 3(a) and 3(b) above. The fair market value of the securities in relation to the
amount of the repurchase obligation, including principal and accrued interest, is equal to
a collateral level of at least 104% for U.S. Government Securities and 105% for GNMAs,
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FNMAs or FHLMCs. The répurchase agreement shall require (i) the Trustee or an
independent third party acting solely as agent (“Agent”) for the Trustee to value the
~collateral securities no less frequently than weekly, (ii) the delivery of additional
securities if the- fair market value of the sccuritics is below the required level on any
valuation date, and (iii) liquidation of the repurchase securities if any deficiency in the
required percentage is not restored within two (2) business days of such valuation.

(e) The repurchase securities shall be delivered free and clear of any lien to
the Trustee or to the Agent, and such Agent is (i) a Federal Reserve Bank, or (ii) a bank
which is a member of the FDIC and which has combined capital, surplus and undivided
“profits or, if appropriate, a net worth, of not less than $50 million, and the Trustee shall
have received written confirmation from such third party that such third party holds such
securities, free and clear of any lien, as agent for the Trustee,

¢)) A perfected {first security interest in the repurchase securities shall be
created for the benefit of the Trustee, and the County and the Trustee shall receive an
Opinion of Bond Counsel as to the perfection of the security 1nterest in such repurchase
securities and any proceeds thereof.

(g) The repurchase agreement shall have a term of one year or less, or shall be
due on demand.

(h) The repurchase agreement shall establish the following as events of
default, the occurrence of any of which shall require the immediate liquidation of the
repurchase securities, unless the Insurer directs otherwise:

i Insolvency of the broker/dealer or commercial bank serving as the
counterparty under the repurchase agreement; .

ii. Failure by the counterparty to remedy any deficiency in the
required collateral level or to satisfy the margin maintenance call under item 10(d)
above; or :

iii. Failure by the counterparty to repurchase the repurchase securities
on the specified date for repurchase.

11.  Investment agreements (also referred to as guaranteed investment contracts) that

meet the following critena:

(a) A master agreement or specific writien investment agreement governs the
transaction. - :

(b} Acceptable providers of uncollateralized investment agreements shall
consist of (i) domestic FDIC-insured commercial banks, or U.S. branches of foreign
banlks, rated at least Aa2 by Moody’s and AA by Standard & Poor’s; (ii) domestic
insurance companies rated Aaa by Moody's and AAA by Standard & Poor’s; and (iii)
domestic structured investment compenies approved by the Insurer and rated Aaa by
Moody’s and AAA by Standard & Poor’s.

{c) Acceptable providers of collateralized investment agreements shall consist
of (1} registered broker/dealers subject to SIPC jurisdiction, if such broker/dealer has an
uninsured, unsecured and unguaranteed rating of Al or better by Moody’s and A+ or
better by Standard & Poor’s; (ii) domestic FDIC-insured commercial banks, or U.S.
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branches of foreign banks, rated at least A1 by Moody’s and A+ by Standard & Poor’s;
(iii) domestic insurance companies rated at least A1 by Moody’s and A+ by Standard &
Poor’s; and (iv) domestic structured investment companies approved by the Imsurer and
rated Aaa by Moody’s and AAA by Standard & Poor’s. Required collateral levels shall
be as set forth in 1(f) below.

(d) The investment agreement shall provide that if the provider’s ratings fall
below Aa3 by Moody’s or AA- by Standard & Poor’s, the provider shall within ten (10)
days either (i) repay the principal amount plus any accrued and interest on the
investment; or (ii) deliver Permitted Collateral as provided below.

(e) The investment agreement must provide for fermination thereof if the
provider’s ratings are suspended, withdrawn or fall below A3 from Moody’s or A~ from
Standard & Poor’s. Within ten (10} days, the provider shall repay the principal amount
plus any accrued interest on the agreement, without penalty to the County.

@ The investment agreement shall provide for the delivery of collateral
~ described in (i) or (ii) below (“Permitted Collateral”), which shall be maintained at the
following collateralization levels at each valuation date:

i U.S. Government Securities at 104% of principal plus accrued
Interest; or _ o
ii. Obligations of GNMA, FNMA or FHLMC (described in 2(d), 3(a)

and 3(b) above) at 105% of principal and accrued interest.

(g) The investment agreement shall require the Trustee or Agent to determine
the market value of the Permitted Collateral not less than weekly and notify the
investment agreement provider on the valuation day of any deficiency. Permitted
Collateral may be released by the Trustee to the provider only to the extent that there are
excess amounts over the required levels. Market value, with respect to collateral .may b be
determined by any of the following methods: e

i. The last quoted “bid” price as shown in Bloomberg, Interactive

Data Systems, Inc., The Wall Street Journal, or Reuters;

ii. Valuation as performed by a nationally recognized pricing service,
whereby the valuation method is based on a composite average of various bid
prices; or _ '

iil. The lower of itwo bid prices by nationally recognized dealers.

Such dealers or their parent holding companies shall be rated investment grade
and shall be market makers in the securitics being valued.

(h)  Securities held as Permitted Collateral shall be free and clear of all llens
and claims of third parties, held in a separate custodial account and registered in the name
of the Trustee or the Agent.

(i) The provider shall grant the Trustee or the Agent a perfected first security
interest in any collateral delivered under an investment agreement. For investment
agreements collateralized initially and in connection with the délivery of Permitted
Collateral under 11(f) above, the Trustee and the Insurer shall receive an opinion of
counsel as to the perfection of the security interest in the collateral.
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(3)  The investment agreement shall provide that moneys invested under the
agreement must be payable and putable at par to the Trustee without condition, breakage
fee or other penalty, upon not more than two (2) business days’ notice, or immediately on
demand for any reason for which the funds invested may be withdrawn from the
applicable fund or account established under the authorizing document, as well as the
following:

i In the event of a deficiency in the Certificate Fund,
ii. Upon acceleration after an Event of Default;
iii, Upon refunding of the Certificates in whole or in part;
iv. Reduction of the Certificate Reserve Requirement; or
v. If a determination is later made by bond counsel that investments

‘must be yield-restricted.

Notwithstanding the foregoing, the agreement may provide for a breakage fee or
other penalty that is payable in arrears and not as a condition of a draw by the Trustee if
the County’s obligation to pay such fee or penalty is subordinate to its obhgatton to pay
Rental Payments and to make deposits to the Certificate Reserve Fund.

(k) The investment agreement shall establish the following as events of
default, the occurrence of any of which shall require the immediate liquidation of the
investment securities:

i. Failure of the provider or the guarantor (if any) to make a payment
when due or to deliver Permitted Collateral of the character, at the times or in the
amounts described above

il. Insolvency of the provider or the guarantor (1f any) under - the-
investment agreement;

i, Failure by the provider to remedy any deficiency VVlth respect to 7
required Permitted Collateral; -

iv. Failure by the provider to make'_a payment or observe any
covenant under the agreement,

V. The guaranty (if any) is terminated, repudiated or chél}enged; or

Vi. Any representation of warranty furnished to the Trustee or the
County in connection with the agreement is false or misleading.
(1) The investment agreement must incorporate the following general criteria:

L “Cure periods” for payment default shall not exceed two (2)
business days; o '

ii. The agreement shall provide that the provider shall remain liable
for any deficiency after application of the proceeds of the sale of any collateral,
including costs and expenses incurred by the Trustee or the Insurer;

10
B68691.3 [11863.002)



iil. Neither the agreement nor guaranty agreement, if applicable, may
be assigned (except to a provider that would otherwise be acceptable under these
guidelines) or amended without the prior consent of the Insurer;

iv. If the investment agreement is for a debt service reserve fund,
reinvestments of funds shall be required to bear interest at a rate at least equal to
the original contract rate.

V. The provider shall be required to immediately notify the Insurer
and the Trustee of any event of default or any suspension, withdrawal or
dOanrade of the provider’s ratings;

vi. The agreement shall be unconditional and shall expressly disclaim
any right of set-off or counterclaim;

vii. The agreement shall require the provider to submit information
reasonably requested by the Insurer, including balance irivested with the provider,
type and market value of collateral and other pertinent information.

12, Forward delivery agreements in which the securities delivered mature on or
before each Interest Payment Date (for the Certificate Fund or the Certificate Reserve Fund) or
draw down date (the Construction Fund) that meet the following criteria:

(@) A specific written investment agreement governs the transaction.

(b) Acceptable providers shall be limited to (i) any registered broker/dealer
subject to thé Securities Investors’ Protection Corporation jurisdiction, if such
broker/dealer or bank has ‘an uninsured, unsecured and unguaranteed obligation rated
A3/P-1 or better by Moody’s and A-/A-1 or better by Standard & Poor’s; (ii) any

~ commercial bank insured by the FDIC, if such bank has an uninsured, unsecured and
unguaranteed obligation rated A3/P-1 or better by Moody’s and A-/A-1 or better by
Standard & Poor’s; and (i11) domestic structured investment companies approved by the
Insurer and rated Aaa-by Moody’s and AAA by Standard & Poor’s.

“(¢)  The forward delivery agreement shall provide for termination or
assignment {to a qualified provider hereunder) of the agreement if the provider’s ratings
are suspended, withdrawn or fall below A3 or P-1 from Moody’s or A- or A-1 from
Standard & Poor’s. Within ten (10) days, the provider shall fulfill any obligations it may
have with respect to shortfalls in market value. There shall be no breakage fee payable io
the provider in such event.

(d) Permitted securities shall include the investments listed in 1, 2 and 3
above. -

(e) The forward delivery agreement shall include the following provisions:

i. The permitted securities must mature at least one (1) business day
before a debt service payment date or scheduled draw. The maturity amount of
the permitted securities must equal or exceed the amount required to be in the
applicable fund on the applicable valuation date.

ii. The agreement shall include market standard termination
provisions, including the right to terminate for the provider’s failure to deliver
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qualifying securities or otherwise to perform under the agreement. There shall be
no breakage fee or penalty payable to the provider in such event.

' iii. Any breakage fees shall be payable only on debt service péyment
dates and shall be subordinated to the payment of debt service and Certificate
Reserve Fund replenishments,

v, The provider must submit at closing a bankruptcy opinion to the
effect that upon any bankruptcy, insolvency or receivership of the provider, the
securities will not be considered to be a part of the provider’s estate, and
otherwise acceptable to the Insurer.

A The agreement may not be assigned (except to a provider that
would otherwise be acceptable under these guidelines) or amended without the
prior written consent of the Insurer.

13. Forward delivery agreements in which the securities delivered mature after the
funds may be required but provide for the right of the County or the Trustee to put the securities
" back to the provider under a put, guaranty or other hedging arrangement, only with the prior
wrltten consent of the Insurer.

o Mandatory Sinking Account Payment means, with respect to Certificates of any maturity,
- the amount required by this Trust Agreement to be deposited by the County in a Sinking Account
- for the payment of Term Certificates of such maturity.

. Maximum Annual Debt Service shall mean the greatest amount of principal and interest
becoming due and payable with respect to all Certificates in any Bond Year including the Bond
Yeax in which the calculation is made or any subsequent Bond Year.

Moody ’s means Moody s Investors Service, a corporation duly organized and existing
) under and by virtue of the laws of the State of Delaware, and its successors and assigns, except
- that if such corporation shall be dissolved or liquidated or shall no longer perform the fiunctions
~ of a securities rating agency, then the term “Moody’s” shall be deemed to refer to any other
nationally recognized securities rating agency selected by the County.

Net Proceeds means the amount remaining from the gross proceeds of émy insurance
claim or condemnation award made in connection with the Demised Premises, after deducting all
expenses (including attorneys’ fees) incurred in the collection of such claim or award.

Opinion of Bond Counsel means a written opinion of a law firm experienced in matters
relating to obligations the interest on which is excludable from gross income for federal income
tax purposes, selected by the County.

Ouistanding, when vsed as of any particular time with reference to Certificates, means
all Certificates theretofore, or thereupon being, executed and delivered by the Trustee under this
Trust Agreement, except (1) Certificates theretofore cancelled by the Trustee or surrendered to
the Trustee for cancellation; (2) Certificates with respect to which all liability of the County shall
have been discharged in accordance with Section 5.2 (Discharge of Liabilitv on Certificates),
including Certificates (or portions of Certificates) referred to in Section 6.11 (Money Held for
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Particular Certificates), provided that those Certificates with respect to which all liabilities have
been discharged by Insurer shall be deemed Outstanding; and (3) Certificates for the transfer or
exchange of or in lieu of or in substitution for which other Certificates shall have been executed
and delivered by the Trustee pursuant to this Trust Agreement.

Owner or Certificateowner, whenever used herein with respect to a Certificate, means
the person in whose name such Certificate is registered.

Participating Underwrifer has the mea-ning specified in the Continuing Disclosure
Certificate.

Payment Date means each Interest Payment Date and each Principal Payment Date.

Permitted Encumbrances means (1) liens for general ad valorem taxes and assessment, if
any, not then delinguent, or that the County may, pursuant to the Facilities Lease, permit to
remain unpaid, (2) easements, rights of way, mineral rights, drilling rights, and other rights,
reservations, covenants, conditions, or restrictions that exist of record as of the date of
recordation of the Facilities Lease and that the County certifies in writing will not materially
impair the use of the Demised Premises, (3} the Ground Lease, as it may be amended from time
to time, (4) the Trust Agreement, as it may be amended from time to time, (5) any right or claim
of any mechanic, laborer, materialman, supplier, or vendor.not filed or perfected in the manner
prescribed by law, (6) easements, rights of way, mineral rights, drilling rights, and other rights,
reservations, covenants, conditions, or restrictions established following the date of recordation
of the Facilities Lease and to which the Corporation consents in writing, and (7) liens relating to
special assessments levied with respect to the Demised Premises.

Person means a corporation, firm, association, partnership, trust, or other legal entity or
group of entltxes 1nclud1ng a governmental entlty or any agency or political subdivision thereof.

Rollcy means the Municipal Bond Tnsurance Pohcy insurance policy issued by the Insurer
- that guarantees payment of principal and interest with respect to the Certificates.

Policy Costs means repayment of any draws on the Reserve Policy and payment of
reasonable expenses incurred by the Insurer, together with interest thereon, from the date of the
draw or incurrence of such expenses, at a rate equal to the lower of (i} the prime rate of Citibank,
N.A., in effect from time to time, plus 2% per annum, and (ii) the highest rate permitted by law,

Principal Payment Date means November 1 in each year, commencing November 1,
2008.

Principal Fund means the fund by that name established pursuant to Section 6.3
{(Allocation of Rental Payments).

Project means the acquisition, construction, and/or modernization of public facilities to
be financed with the proceeds of the Certificates.

Rating Category means (i) with respect to any long-term rating category, all ratings
designated by a particular letter or combination of letters, without regard to any numerical
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modifier, plus or minus sign or other modifier and (ii) with respect to any short-term or
commercial paper rating category, all ratings designated by a particular letter or combination of
letters and taking into account any numerical modifier, but not any plus or minus sign or other
modifier.

Rebate Fund means that fund by that name established under Section 6.8 (Rebate Fund).

Redemption Fund means the fund by that name established pursuant to Section 6.7
(Application of Redemption Fund).

Redemption Price means, with respect to any Certificate (or portion thereof) the principal
amount represented by such Certificate (or portion) plus the applicable premium, if any, payable
upon redemption thereof pursuant to the provisions of such Certificate and this Trust Agreement.

Regular Record Date for interest payable on any Interest Payment Date on the
Certificates means the fifteenth day of the month immediately preceding such Interest Payment
Date, whether or not such date is a Business Day,

Rental Payment Date means April 15 and October 15 in each year, commencing
.October 15, 2008

Rental Payments means the Rental Payments payable by the County pursuant to the
provisions of the Facilities Lease.

Reserve Facility means any letter of credit, insurance policy, surety bond or other credit
source deposited with the ‘Trustee pursuant to Section 6.6 (Funding and Application of
Certificate Reserve Fund).

-Rese‘fﬁe Policy means the Municipal Bond Debt Service Reserve Fund Policy issued by

";':‘fhe'lnsurer. ST

Responsible Officer of the Trusfee means any officer within the corporate trust

department (or any successor group or department of the Trustee) including any vice president,
~ assistant vice president, assistant secretary or any other officer or assistant officer of the Trustee
customarily performing functions similar to those performed by the persons who at the time shall
be such officers, respectively, and also means, with respect to a particular corporate trust matter,
any other officer of the Trustee to whom such matter is referred by the Trustee because of such
person’s knowledge of and familiarity with the particular subject.

Securities Depositories means The Depository Trust Company, 55 Water Street, New
York, NY 10041 tel: 212-855-1000; or, in accordance with then-current guidelines of the
Securities and Exchange Commission, such other securities depositories, or no such depositories,
as the County may designate in a Request of the County delivered to the Trustee.

Serial Certificates means the Certificates, maturmg in specified years, for which no
Mandatory Sinking Account Payments are provided.
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Sinking Accounts means the accounts in the Principal Fund so designated and established

pursuant to Section 6.5 (Application of Principal Fund) for the payment of Term Certificates.

Special Record Date for the payment of any defaulted interest represented by Certificates
means a date fixed by the Trustee pursuant to Section 2.8 (Payment of Interest Represented by
Certificates; Interest Rights Preserved).

Standard & Poor’s means Standard & Poor's, a division of The McGraw-Hill
Companies, Inc., and its successors and assigns, except that if such organization shall be
dissolved or liquidated or shall no longer perform the functions of a securities rating agency, then
the term- “Standard & Poor’s” shall be deemed to refer to any other nationally recognized
securities rating agency selected by the County.

State means the State of California,

Statement, Certificate, Request, Requisition, and Order of the County mean,
respectively, a written statement, certificate, request, requisition, or order signed in the name of
the County by its Superintendent, Chief Business Official, or designee, or any other person
authorized by the Board, the Superintendent, or the Chief Business Official, or designee, to
execute such instruments. Any such instrument and supporting opinions or representations, if
any, may, but need not, be combined in a single instrument with any other instrument, opinion or
representation, and the two or more so combined shall be read and construed as a single
instrument. If and to the extent required by Section 1.6 (Form and Content of Documents
Delivered to Trustee), each such instrument shall include the statements provided for in that
Section.

Supplemental Trust Agreement means any trust agreement hereafter duly executed and
delivered, supplementing, modifying,-or -amending-this Trust Agreement, but only if and to the
extent that such Supplemental Trust Agreement is specifically authorized hereunder.

Tax Certificate means the tax eertjﬁcéte delivered by the County at the time of the
execution and delivery of the Certificates, as the same may be further amended or supplemented
in accordance with its terms.

Term Certificates means the Certificates payeble at or before their specified maturity date or
dates from Mandatory Sinking Account Payments established for that purpose and calculated to
retire such Certificates on or before their specified maturity date or dates.

Trust Agreement means this trust agreement, dated November 1, 2007, between the
Trustee, the Corporation, and the County, as originally executed and as it may from time to time
be supplemented, modified, or amended by any Supplemental Trust Agreement delivered
pursuant to the provisions hereof. :

Trustee means U.S, Bank National Association, a national banking association duly
organized and existing under the laws of the United States of America, or its successor as
Trustee as provided in Section 9.9 (Removal and Resignation; Appointment of Successor).
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Section 1.2. Equality of Security. In consideration of the acceptance of the
Certificates by the Owners thereof from time to time, this Trust Agreement shall be deemed to be
and shall constitute a contract between the County, the Trustee and the Owners from time to_time
of the Certificates and the covenants and agreements herein set forth to be performed by or on
behalf of the County or the Trustee shall be for the equal and proportionate benefit, security and
protection of all Owners of the Certificates, without preference, priority or distinction as to
security or otherwise of any of the Certificates over any of the others by reasons of the time of
delivery, sale, or negotiation thereof or for any cause whatsoever, except as expressty provided
therein or herein. Nothing herein shall prevent additional security from being provided to
particular Certificates under any Supplemental Trust Agreement.

Section 1.3. Acts of Owners. Any request, consent or other instrument required or
permitted by this Trust Agreement to be signed and executed by Owners may be in any number
of concurrent instruments of substantially similar tenor and shall be signed or executed by such
Owners in person or by an agent or agents duly appointed in writing. Proof of the execution of
any such request, consent or other instrument or of a writing appointing any such agent, or of the
holding by any person of Certificates transferable by delivery, shall be sufficient for any purpose
of this Trust Agreement and shall be conclusive in favor of the Trustee and of the County if
made in the manner provided in this Section.

The fact and date of the execution by any person of any such request, consent or other
instrument or writing may be proved by the certificate of any notary public or other officer of
any jurisdiction, authorized by the laws thereof to take acknowledgments of deeds, certifying
that the person signing such request, consent, or other instrument acknowledged to him the
execution thereof, or by an affidavit of a witness of such execution duly sworn to before such
notary public or other officer.

Any request, consent, or other instrument or writing of the Owner of any Certificate shall
bind every future Owner of the same Certificate and the Owner of every Certificate delivered in
exchange therefor or in lieu thereof, in respect of anything done or suffered to be done by the
Trustee or the County in accordance therewith or reliance thereon.

Section 1.4. Notices, ete., to County, Corperation, and Trustee. Any notice to or
demand upon the Trusiee may be served or presented, and such demand may be made, at the
Corporate Trust Office. Notices or demands to the Trustee shall be effective upon actual receipt
by the officer of the Trustee administering this Trust Agreement. Any notice to or demand upon
~the County, shall be deemed to have been sufficienily given or served for all purposes by being
deposited, first-class mail postage prepaid, in a post office letier box, addressed as follows:

To the County: - 891 Mountain Ranch Road
San Andreas, CA 95249
Attention: County Administrative Officer

(or such other address as may have been filed in writing by the County with the Trustee). Any
notice to or demand upon the Corporation shall be deemed to have been sufficiently given or
served for all purposes by being deposited, first-class mail postage prepaid, in a post office letter
box, addressed as follows:
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To the Corporation:  Public Property Financing Corporation of California
23945 Calabasas Road, Suite 103
Calabasas, CA 91302
Attention: Secretary/Treasurer

(or such other address as may have been filed in writing by the Corporétion with the Trustee).

Section 1.5. Notices to Owners; Waivér. Where this Trust Agreement provides for
notice to Owners of any event, such notice shall be sufficiently given (unless otherwise expressly
provided) if in writing and mailed, first-class postage prepaid, to each registered Owner, at the
address of such Owner as it appears on the Certificate Register. Neither the failure to mail such
notice, nor any defect in any notice so mailed, to any particular Owner shall affect the
sufficiency of such notice with respect to other Owners.

Where this Trust Agreement provides for notice in any manner, such notice may be
waived in writing by the person entitled to receive such notice, either before or after the event,
and such waiver shall be the equivalent of such notice. Waivers of notice by Owners shall be
filed with the Trustee, but such filing shall not be a condition precedent to the validity of any
action taken in reliance upon such waiver. '

Section 1.6. Form and Content of Documents Delivered to Trustee. Every
certificate or opinion provided for in this Trust Agreement with respect to compliance by or on
behalf of the County or the Corporation with any provision hereof shall include (1) a statement
that the person making or giving such certificate or opinion has read such provision and the
definitions herein relating thereto, (2) a brief statement as to the nature-and scope of the
examination or investigation upon which the certificate-or opinion is based; (3) a statement that,
in the opinion of such person, he has made or caused to be made such examination or
investigation as is necessary to enable him to express an informed opinion with respect to the
subject matter referred to in the instrument to which his signature is affixed; and (4) a statement
as to whether, in the 0p1n10n of such- person such provision has been complied with.

Any such certificate or opmlon made or given by an officer of the County may be based,
insofar as it relates to legal or accounting matters, upon a certificate or opinion of or
representation by counsel, an accountant, or an independent consultant, unless such officer
knows, or in the exercise of reasonable care should have known, that the certificate, opinion or
representation with respect to the matters upon which such certificate or statement may be based,
as aforesaid, is erroneous. Any such certificate or opinion made or given by counsel, an
accountant, or an independent consultant may be based, insofar as it relates to factual matters
(with respect to which information is in the possession of the County) upon a certificate or
opinion of or representation by an officer of the County, unless such counsel, accountant, or
independent consultant knows, or in the exercise of reasonable care should have known, that the
certificate or opinion or representation with respect to the matters upon which such person’s
certificate or opinion or representation may be based, as aforesaid, is erronecous. The same
officer of the County, or the same counsel, or accountant or independent consultant, as the case
may be, need not certify to all of the matters required to be certified under any provision of this
Trust Agreement, but different officers, counsel, accountants, or independent consultants may
certify to different matters, respectively.
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Section 1.7. Effect of Headings and Table of Contents. The headings or titles of the
several Articles and Sections hereof, and any table of contents appended to copies hereof, shall
be solely for convenience of reference and shall not affect the meaning, construction, or effect of
this Trust Agreement.

Section 1.8. Successors and Assigns. Whenever in this Trust Agreement either the
County, the Corporation, or the Trustee is named or referred to, such reference shall be deemed
to include the successors or assigns thereof, and all the covenants and agreements in this Trust
Agreement contained by or on behalf of the County, the Corporation, or the Trustee shall bind

~and inure to the benefit of the respective successors and assigns thereof whether so expressed or
not.

Section 1.9. Benefits of Trust Agreement. Nothing in this Trust Agreement or in the
Certificates expressed or implied is intended or shall be construed to give to any person other
than the County, the Corporation, the Trustee, and the Owners of the Certificates any legal or
equitable right, remedy, or claim under or in respect of this Trust Agreement or any covenant,
condition, or provision therein or herein contained; and all such covenants, conditions, and
provisions are and shall be held to be for the sole and exclusive benefit of the County, the
Trustee, and the Owners of the Certificates. '

Section 1.10. Payments/Actions Otherwise Scheduled on Non-Business Days.
Except as specifically set forth in a Supplemental Trust Agreement, any payments or transfers
that would otherwise become due on any day that is not a Business Day shall become due or
shall be made on the next succeeding Business Day. When any other action is provided for
herein to be done on a day named or within a specified time period and the day named or the last
day of the specified period falls on a day other than a Business Day, such action may be
performed on the next succeeding Business Day with the same effect as though performed on the
appointed day or within the specified period.

Section 1.11. No Personal Liability for Debt Service. No member of the governing:
board, officer, agent, or employee of the County, the Corporation, or the Trustee shall be
individually or personally liable for the payment of the principal or interest represented by or
Redemption Price of the Certificates or be subject to any personal liability or accountability by
reason of the execution and delivery thereof; but nothing herein contained shall relieve any such
member of the governing board, officer, agent, or employee of the County or the Trustee from
the performance of any official duty provided by law or by this Trust Agreement.

Sectiom 1.12. Separability Clause. If any one or more of the provisions contained in
this Trust Agreement or in the Certificates shall for any reason be held to be invalid, illegal, or
unenforceable in any respect, then such provision or provisions shall be deemed severable from
the remaining provisions contained in this Trust Agreement and such invalidity, illegality, or
unenforceability shall not affect any other provision of this Trust Agreement, and this Trust
Agreement shall be construed as if such invalid or illegal or unenforceable provision had never
been contained herein. The County, the Corporation, and the Trustee hereby declare that they
would have adopted this Trust Agreement and each and every other Section, paragraph, sentence,
clause, or phrase hercof and authorized the execution of the Certificates pursuant thereto
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irrespective of the fact that any one or more Sections, paragraphs, sentences, clauses, or phrases
of this Trust Agreement may be held illegal, invalid, or unenforceable.

Section 1.13, Governing Law. This Trust Agreement shall be construed and governed
in accordance with the laws of the State of California.

Section 1.14. Execution in Cdunterparts. This Trust Agreement may be executed in
several counterparts, each of which shall be deemed an original, and all of which shall constitute
but one and the same instrument.

ARTICLE 2
THE CERTIFICATES

Section 2.1. Authorization; Title. The County hereby authorizes the Trustee to
execute and deliver the Certificates representing an aggregate amount of principal components of
Rental Payments of $7,715,000, The title of the Certificates shall be “2007 Certificates of
Participation.” 3

Section 2.2. Terms and Form of Certificates.

, (A)  Form of Certificates. The form of the Certificates shall be substantially as set
forth in Exhibit A with such insertions, omissions, substitutions, and variations as may be
determined by the officers executing the same, as evidenced by their execution thereof, to reflect
the applicable terms of the Certificates established by this Article.

(B  Book-Entry_Form:; Denominations. The Certificates shall be delivered in fully
registered form, in denominations of $5,000 or any integral multiple thereof, -and shall be
initially registered in the name of “Cede & Co.,” as nominee of The Depository Trust Company.
_ The Certificates shall be evidenced by one Certificate maturing on each of the maturity dates
with respect to the Certificates in a denomination corresponding to the total principal amount
répresented by the Certificates payable on such date. Registered ownership of the Certificates, or
any portion thereof, may not thereafter be transferred except as set forth in Section 2.4 (Book-
Entry Provisions). The Certificates shall bear such distingmshing numbers and letters as may be
specified by the Trustee. '

(C) Date; Interest Accrual; Payable Dates; Interest Rates. The Certificates shall be
dated their date of delivery, shall represent interest components of Rental Payments payable from
their date at the following rates per annum, and shall be payable as to principal (or mature) on
November 1 in the following years in the following amounts:

Maturity Date Principal Interest

(November 1) Amogunt Rate
2008 $ 60,000 4.000%
2009 60,000 4,000
2010 70,000 4,000
2011 75,000 4.000
2012 105,000 3.500
2013 115,000 - 3.600
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Maturity Date - - Principal Interest

{November 1) Amount Rate
2014 120,000 3.650
2015 130,000 3.700
2016 140,000 3.750
2017 150,000 3.800
2020* 545,000 4.000
2023* 660,000 4.200
2025% 520,000 4300
2027% 590,000 4.375
2032% 1,860,000 4.500

2037# 2,515,000 - 4.50
*Term Certificates

Interest with respect to the Certificates shall be calculated on the basis of a 360-day year
comprising twelve 30-day months.

(D)  Principal and Interest Payments. The principal represented by or Redemption
Price of the Certificates shall be payable to the Owner thereof, upon surrender thereof, by check
at the Corporate Trust Office or, as provided in Section 2.4(E) (Book-Entry_Provisions —
Payments to Depository), by wire transfer to the depository. Interest represented by the
Certificates shall be payable on November 1, 2008, and thereafter semiannually on May 1 and
November 1 of each year by check mailed or, as provided in Section 2.4(E) (Book-Entry
Provisions — Payments to Depository) and upon the written request of any Owner of $1,000,000
or more in aggregate amount of principal represented by Certificates who has provided the
Trustee with wire transfer instructions, by wire transfer to an account within the United States on
cach Interest Payment Date to the Owner thereof as of the close of business on the Regular
Record Date,

Section 2.3. Execution. The Certificates shall be manually executed by an officer of
the Trustee. In case any of the officers who shall have signed any of the Certificates shall cease
to be such officer or officers of the Trustee before the Certificates so signed shall have been
delivered by the Trustee, such Certificates may nevertheless be delivered and, upon such
delivery shall be as binding as though those who signed the same had continued to be such’
officers of the Trustee. Any Certificate may be signed on behalf of the Trustee by a person who
as of the actual date of execution of the Certificate is a proper officer of the Trustee even though
as of the nominal date of the Certificate such person was not an officer of the Trustee,

Section 2.4, Bool--Entry Provisioms. Notwithstanding any provision of this Trust
Agreement to the contrary:

{A)  Limitations on Transfer. The Certificates shall be initially registered as provided
in Section 2.2 (Terms and Form of Certificates). Registered ownership of the Certificates, or any
portions thereof, may not thereafier be transferred except:
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(1) To any successor of The Depository Trust Company or its nominee, or to
any substitute depository designated pursuant to clanse (2) of this subsection (A)
(“substitute depository™); provided that any successor of The Depository Trust Company
or substitute depository shall be qualified under any applicable laws to provide the
service proposed to be provided by it;

(2)  To any substitute depository not objected to by the Trustee, upon (a) the
resignation of The Depository Trust Company or its successor (or any substitute

depository or its successor) from its functions as depository, or (b) a determination by the -

County that The Depository Trust Company or its successor (or any substitute depository
or its successor) is no longer able to carry out its functions as depository; provided that
any such substitute depository shall be qualified under any applicable laws to provide the
services proposed to be provided by it; or '

(3) To any person as provided below, upon (a)the resignation of The
Depository Trust Company or its successor (or substitute depository or ifs successor)
from its functions as depository if no substitute depository that is not objected to by the
Trustee can be obtained, or (b) a determination by the County that it is in the best
interests of the County to remove The Depository Trust Company or its successor (6r any
substitute depository or its successor) from its function as depository.

(B)  Execution and Delivery of New Certificates. In the case of any transfer pursuant
to clause (1) or clause (2) of subsection 2.4(A) (Book-Entry Provisions — Limitations on
Transfer) hereof, upon receipt of all Outstanding Certificates by the Trustee, together with' a
Statement of the County to the Trustee, a single new Certificate shall be executed and delivered
for each maturity of the Certificates in the aggregate principal amount of the Certificates of such
maturity then outstanding, registered in the name of such successor or such substitute depository,
or their nominees, as the case may be, all as specified in such Certificate of the County. In the
case of any transfer pursuant to clause (3) of subsection 2.4(A) (Book-Entry Provisions —
Limitations on Transfer) hereof, upon receipt of all outstanding Certificates by the Trustee
together with a Certificate of the County to the Trustee, new Certificates shall be executed and
delivered in such denominations and registered in the names of such persons as are requested in
such a Certificate of the County, subject to the limitations of Section 2.6 (Registration, Transfer,
and Exchange) hereof; provided the Trustee shall not be required to deliver such new Certificates
within a period less than 60 days from the date of receipt of such a Certificate of the County.

(C)  Notation of Reduction of Principal. In the case of partial redemption, cancellation
or a refunding of any Certificates evidencing all or a portion of the principal maturing in a
particular year, The Depository Trust Company shall make an appropriate notation on the
Certificates indicating the date and amounts of such reduction in principal, in form acceptable to
the Trustee, '

(D)  No Responsibility to Persons Other Than Owners. The County and the Trustee
shall be entitled to treat the person in whose name any Certificate is registered as the Owner
thereof for all purposes of the Trust Agreement and any applicable laws, notwithstanding any
notice to the contrary received by the Trustee or the County; and the County and the Trustee
shall have no responsibility for fransmitting payments to, communication with, notifying, or
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otherwise dealing with any beneficial owners of the Certificates. Neither the County nor the
Trustee will have any responsibility or obligations, legal or otherwise, to the beneficial owners or

"to any other party including The Depository Trust Company or its successor (or substitute
depository or its successor), except for the Owner of any Certificate.

(E)  Payments to Depository. So long as all outstanding Certificates are registered in
the name of “Cede & Co.” or its registered assign, the County and the Trustee shall cooperate
with Cede & Co., as sole registered Owner, and its registered assigns in effecting payment of the
principal, redemption premium, if any, and interest represented by the Certificates by arranging
for payment to the account, at the time, in the manner, and to the address indicated in or pursuant
to the Letter of Representations delivered to The Deposttory Trust Company by the County and
the Trustee.

Section 2.5. Redemption of Certificates.

(A)  General. The Certificates shall be subject to redemption as provided in Article 4
(Redemption of Certificates).

(B)  Casualty Loss, Title Defect or Governmental Taking. The Certificates shall be
subject to redemption prior to maturity as a whole on any date or in part (pro rata among
maturities and at random within a maturity) on any Interest Payment Date, from prepaid Rental
Payments made by the County from funds received by the County due to a casvalty loss, material
title defect, or governmental taking of the Demised Premises or portions thereof by eminent
domain proceedmgs under the circumstances and upon the conditions and terms prescribed
herein and in the Facilities Lease, at a redemption price equal to the sum of the principal amount
represented thereby plus accrued interest represented thereby to the date fixed for redemption,
without premium.

(C) ODtIOHal Redemptlon Certificates maturing on or after November 1, 2017, are
subject to redemption prior to their reSpectlve stated maturities, at the option of the County, from
any source of available funds, as a whole or in part (by such maturities as may be specified by
the County and at random within a maturity) on any date on or after November 1, 2016, at a
redemption price equal to the principal represented by the Certificates called for redemption, plus
accrued interest to the date fixed for redemption, without premium.

(D) Mandatory Sinking Account Redemption. The Certificates maturing on
November 1, 2020, November 1, 2023, November 1, 2025, November 1, 2027, November 1,

2032, and November 1, 2037, shall be subject to redemption prior to their stated maturities, in
part, at random from Mandatory Sinking Account Payments in the following amounts and on the
following dates, at the principal amount thereof on the date fixed for redemption, without
premium, but which amounts will be proportionately reduced by the principal amount of all
Term Certificates optionally redeemed:;
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2020 Term Certificate 2023 Term Certificate
Mandatory Mandatory
Redemption Dates ‘ Principal Redemption Dates Principal .
(November 1) Amount - (November 1) Amount
2018 $170,000 2021 | $205,000
2019 180,000 2022 220,000
2020% ' 195,000 2023%* . 235,000
2025 Term Certificate 2027 Term Certificate
Mandatory Mandatory
Redemption Dates ‘ Principal Redemption. Dates Principal
{November 1) Amount (November 1) Amount
2024 - $250,000 2026 $285,000
2025% 270,000 2027* 305,000
2032 Term Certificate 2037 Term Certificate
Mandatory S Mandatory :
Redemption Dates . Principal Redemption Dates Principal
(November 1) ~ Amount (November 1) Amount
2028 $325,000 2033 $445,000
2029 350,000 2034 475,000
2030 . 370,000 . 2035 500,000
2031 395,000 2036 530,000
-2032% 420,000 2037*% 565,000
* Maturity - " 7

Section 2.6. Registration, Transfer, and Exchange. The Trustee will keep or cause
to be kept, at its Corporate Trust Office, a register (herein sometimes referred to as the
“Certificate Register”) in which, subject to such reasonable regulations as it may prescribe, the
Trustee shall provide for the registration and transfer of Certificates. The Certificate Register
shall at all times be open to inspection during normal business hours by the County upon
reasonable notice to the Trustee by the County.

Upon surrender of a Certificate for transfer at the Corporate Trust Office, the Trustee
shall execute and deliver, in the name of the designated transferee or transferees, one or more
new Certificates of the same tenor, and maturity and for an equivalent aggregate principal
amount.

Certificates may be ‘exchanged for an equivalent aggregate principal amount of
Certificates of other authorized denominations of the same tenor, and maturity, upon surrender of
the Certificates for exchange at the Corporate Trust Office. Upon surrender of Certificates for
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exchange the Trustee shall execute and deliver the Certificates that the Owner making the
exchange is entitled to receive.

All Certificates surrendered upon any exchange or transfer provided for in this Trust
Agreement shall be promptly cancelled by the Trustee and thereafter d1sposed of as provided for

in Section 2.10 (Cancellation).

All Certificates delivered upon any transfer or exchange of Certificates shall be the valid
obligations of the County, evidencing the same debt, and entitled to the same security and
benefits under this Trust Agreement, as the Certificates surrendered upon such transfer or
exchange.

Every Certificate presented or surrendered for transfer or exchange shall be accompanied
by a written instrument of transfer, in a form approved by the Trustee, that is duly executed by
the Owner or by his attorney duly authorized in writing.

No service charge shall be made for any {ransfer or exchange of Certificates, but the
Trustee shall require the Owner requesting such transfer or exchange to pay any tax or other
governmental charge required to be paid with respect to such transfer or exchange.

The Trustee shall not be required to transfer or exchange (i) Certificates during the period
established by the Trustee for the selection of Certificates for redemption or (ii) any Certificate
that has been selected for redemption in whole or in part, except the unredeemed portion of such
Certificate selected for redemption in part, from and after the day that such Certlﬁcate has been
selected for redemption in whole or in part.

Section 2.7, Mutilated, Destroyed, Lost, or Stolen Certificates. If (i) any mutilated
Certificate is surrendered to the Trustee, or the County receives evidence to its satisfaction of the
destruction, loss, or theft of any Certificate, and (ii) there is delivered to the Trustee such security -
or indemnity as may be required by it to save the County and the Trustee harmless,-the Trusteé
shall execute and deliver, in exchange for or in lieu of any such mutilated, -destroyed, lest, or -
stolen Certificate, a new Certificate of like tenor and. principal amount, bearing a number not
contemporaneously outstanding.

Upon the execution of any new Certificate under this Section, the County may require
payment of a sum sufficient to pay the cost of preparing such Certificate, any tax or other
governmental charge that may be imposed in relation thereto, and any other expenses connected
therewith.

Every new Certificate delivered pursuant to this Section in lieu of any destroyed, lost, or
stolen Certificate shall constitute an original additional contractual obligation of the County,
whether or not the destroyed, lost, or stolen Certificate shall be at any time enforceable by
anyone, and shall be entitled to all the security and benefits of this Trust Agreement equally and
ratably with all other Outstanding Certificates secured by this Trust Agreement. Neither the
County nor the Trustee shall be required to treat both the new Certificate and the Certificate it
replaces as being Outstanding for the purpose of determining the principal amount of Certificates
that may be delivered hereunder, but both the new Certificate and the Certificate it replaces shall
be treated as one and the same.
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Section 2.8. Payment of Imnterest Represented by Certificates; Imterest Rights
Preserved. Interest represented by any Certificate that is payable, and is punctually paid or duly
provided for, on any Interest Payment Date shall be paid to the Owner thereof as of the close of
business on the Regular Record Date for such interest specified in the provisions of this Trust
Agreement. :

Any interest represented by any Certificate that is payable but is not punctually paid or
duly provided for on any Interest Payment Date shall forthwith cease to be payable to the Owner
on the relevant Regular Record Date.. Such defaulted interest shall be paid to the Person in
whose name the Certificate is registered at the close of business on a Special Record Date for the
payment of such defaulted interest to be fixed by the Trustee. In the name and at the expense of
the County, the Trustee shall cause notice of the payment of such defaulted interest and the
Special Record Date to be mailed, first-class postage prepaid, to each Owner of a Certificate at
his address as it appears in the Certificate Register not fewer than ten (10) days prior to such
Special Record Date.

Subject to the foregoing provisions of this Section, each Certificate delivered under this
Trust Agreement upon. transfer of or in exchange for or in lieu of any other Certificate shall carry
all the rights to interest accrued and unpaid, and to accrue, that were carried by such other
Certificate. Each such Certificate shall bear interest from such date that nelther loss nor gam in
interest shall result from such transfer, exchange or substitution. .

Section 2.9. Persons Deemed Owners. The County and the Trustee shall be entitled
to treat the person in whose name any Certificate is registered as the owner thereof for all
purposes of the Trust Agreement and any applicable laws, notwithstanding any notice to the
. contrary received by the Trustee or the County. The ownership of Certificates shall be proved by
the Certificate Register. The Trustee may establish a record date as of which to measure consent
of the Owners in order to determine whether the requisite consents are received.

Section 2.10. Cancellation. All Certificates surrendered for payment, redemption,
transfer, or exchange, if surrendered to the Trustee, shall be promptly cancelled by the Trustee
and, if surrendered to any person other than the Trustee, shall be delivered to the Trustee and, if
not already cancelled, shall be promptly cancelled by the Trustee.

The County shall deliver to the Trustee for cancellation any Certificates acquired in any
manner by the County, and the Trustee shall promptly cancel such Certificates.

No Certificate shall be executed in lieu of or in exchange for any Certificate cancelled as
provided 'in this Section, except as expressly provided by this Trust Agreement. The Trustee
shall destroy all cancelled Certificates,

Section 2.11, Validity of Certificates. The County hereby certifiés that any and all acts,
conditions, and things required to exist, to happen, and to be performed, precedent to and in
connection with the execution and delivery of the Certificates, do exist, have happened, and have

_been performed in due time, form and manner, as required by the Constitution and statutes of the
State of California and the Trust Agreement, and that the Certificates delivered on the Closing
Date, together with all other Certificates executed and delivered under the Trust Agreement, are

25
8686913 [11863.002]



not in excess of the amount of Certificates permitted to be delivered under the Trust Agreement.

The recital in the Certificates that they are delivered pursuant to the constitution and statutes of
the State shall be conclusive evidence of their vahdlty and of compliance with provisions of law
in their execution and delivery.

ARTICLE 3 |
APPLICATION OF PROCEEDS

Section 3.1. Application lof Proceeds of Certificates. The proceeds of the sale of the
Certificates that are received by the Trustee shall be set aside or transferred by the Trustee as
follows: -

(1) The Trustee shall deposit in th'é Costs of Issuance Fund (created by
Section 3.2 (Establishment and Application of Costs of Issuance Fund)) $135,000.00.

(2)  The Trustee shall transfer to the County for deposit in the Construction
Fund (created by Section 3.3 (Establishment and Application of Construction Fund))
$7,432,890.40.

The Trustee may, in its discretion, estabhsh a temporary fund or account in its books and records
to facilitate such transfers. : .\ . . o

Section 3.2. [Establishment and Application of Costs of Issuance Fund. The Trustee
shall establish, maintain, and hold a special fund designated as the “Costs of Issuance Fund.”
The Trustee shall apply the amounts in the Costs of Issuance Fund to the payment of the costs of
issuance of the Certificates in accordance with the instructions contained in Requisitions
submitted by the County in the form attached hereto as Exhibit B.. Any amounts remaining in the
Costs of Issuance Fund five (5) months following the Closing Date.shall be transferred to the
County for deposit into the Construction Fund. :

Section 3.3. Establishment and Application- of .Construction Fund. The County
shall establish and maintain a separate fund designated as the “Construction Fund.” The County
shall use the moneys in the Construction Fund to pay the costs of the Project (or reimbursing the
County for such costs) and to pay Costs of Issuance of the Certificates. All earnings from the
investment of moneys in the Construction Fund shall be deposited therein. Upon completion of
--the Project, the County shall transfer any amounts remaining in the Construction Fund to the
Trustee for deposit in the Certificate Fund.

ARTICLE 4
REDEMPTION OF CER’I[‘E]FECATES

Section 4.1. Gemneral Applicability of Article. Certificates that are redeemable before
~their respective stated maturities shall be redeemable in accordance with their terms and in
~accordance with this Article.

Section 4.2. Election to Redeem; Notice to Trustee. In the case of any redemption at
the election of the County of less than all the Outstanding Certificates, the County shall, at least-
45 days prior to the date fixed for redemption (unless a shorter notice shall be satisfactory to the
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Trustee, in the sole discretion of the Trustee) notify the Trustee of such redemption date and of
the principal amount of Certificates to be redeemed.

Section 4.3. Selection by Trustee of Certificates to be Redeemed. 1f less than all the
Outstanding Certificates of any maturity are to be redeemed, not more than 60 days prior to the
redemption date the Trustee shall select the particular Certificates to be redeemed (in whole or in
part) from the Outstanding Certificates that have not previously been called for redempfion, in
minimum denominations of $5,000, at random in any manner that the Trustee in its sole
discretion shall deem appropriate and fair. For purposes of selection, each $5,000 portion of a
Certificate shall be deemed to be a separate Certificate.

The Trustee shall promptly notify the County in writing of the Certificates so selected for
redemption and, in the case of a Certificate selected for partial redemption, the principal amount
represented thereby to be redeemed.

For all purposes of this Trust Agreement, unless the context otherwise requires, all
provisions relating to the redemption of Certificates shall relate, in the case of any Certificate
redeemed or to be redeemed only in part, to the portion of the principal represented by such
Certificate that has been or is to be redeemed:

Section 4.4. Notlce of Redemption. Notice of redemption shall be mailed (first class
postage prepaid) by the Trustee, not fewer than thirty (30) nor more than sixty (60) days prior to
the redemption date, to (i) the respective Owners of any Certificates designated for redemption at
- their addresses appearing on the Certificate Register, (i) the Securities Depositories (if the
Certificates are not then in book-entry form), and (iii) the Information Service. Notice of
redemption to the Securities Depositories shall be given by registered or overnight mail.

Each notice of redemption shall state the date of such notice, the date of issue of the
Certificates, the redemption date, the Redemption Price, the place or places of redemption
 (including the name and appropriate address or addresses of the Trustee), the CUSIP number (if

_any) of the maturity or maturities, and, if less than all of any such maturity, the distinctive
certificate numbers of the Certificates of such maturity to be redeemed and, in the case of
Certificates to be redeemed in part only, the respective portions of the principal amount
represented thereby to be redeemed.

Each notice of optional redemption shall either (a) explicitly state that the proposed
redemption is conditioned on there being on deposit in the Redemption Fund on the redemption
date sufficient money to pay in full the redemption price of the Certificates or portions thereof to
be redeemed or (b) be sent only if sufficient money to pay in full the redemption price of the

Certificates or portions thereof to be redeemed is on deposit in the Redemption Fund.

" Each such notice shall also state that on the redemption date there will become due and
payable on each of said Certificates the Redemption Price thereof or of said specified portion of
the principal amount represented thereby in the case of a Certificate io be redeemed in part only,
together with interest represented thereby accrued to the date fixed for redemption, and that from
and after such redemption date interest represented thereby shall cease to accrue, and shall
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require that such Certificates be then surrendered at the address or addresses of the Trustee
specified in the redemption notice.

Neither the County nor the Trustee shall have any responsibility for any defect in the
CUSIP number that appears on any Certificate or in any redemption notice with respect thereto,
and any such redemption notice may contain a statement to the effect that CUSIP numbers have
been assigned by an independent service for convenience of reference and that neither the
County nor the Trustee shall be liable for any inaccuracy in such numbers.

Failure by the Trustee to give notice to the Information Service or one or more of the
Securities Depositories or failure of any Owner to receive notice or any defect in any such notice
shall not affect the sufficiency of the proceedings for redemption. Failure by the Trustee to mail
notice to any one or more of the respective Owners of any Certificates designated for redemption
shall not affect the sufficiency of the proceedings for redemptlon with respect to the Owner or
Owmers to whom such notice was mailed.

Section 4.5, Deposit of Redemption Price. Prior to any date fixed for redemption of
Certificates, the County shall deposit with the Trustee an amount of money sufficient to pay the
Redemption Price of all the Certificates that are to be redecemed on that date. Such money shall
be held in trust for the benefit of the persons entitled to such Redemption Prices --- - o

Section 4.6. Certificates Pavable on Redemption Date. Notice of redemption having
been duly given as aforesaid and moneys for payment of the Redemption Price of the Certificates
so to be redeemed being held by the Trustee, on the redemption date designated in such notice
(i) the Certificates so to be redeemed shall become due and payable at the Redemption Price
specified in such notice, (il) interest represented by such Certificates shall cease to accrue,
(iii) such Certificates shall cease to be entitled to any benefit or security under this Trust
Agreement, and (iv) the Owners of such Certificates shall have ne rights-in- respect-thereof
except to receive payment of said Redemption Price. Upon surrender of any such Certificate for
redemption in accordance with said notice, such Certificate shall be paid by Trustee- at the
Redemption Price. Installments of interest due on or prior to the Redemption Date shall be~ -
payable to the Owners of the Certificates on the relevant Record Dates according to the terms of
such Certificates and the provisions of Section 2.8 (Payment of Interest Represented bv
Certificates; Interest Rights Preserved).

Section 4.7. Certificates Redeemed im Part, Upon surrender of any Certificate
redeemed in part only, the Trustee shall execute and deliver to the Owner thereof, at the expense
of the County, a new Certificate or Certificates of authorized denominations, and of the same
maturity, equal in aggregate principal amount to the unredeemed portion of the Certificate
surrendered.

ARTICLE 5§
DEFEASANCE

Section 5.1. Discharege of Trust Agsreement.

(A)  Payment of Certificates. Any Certificate may be paid in any of the following
ways: :
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(1) By paying or causing to be paid the principal and interest represented by
the Certificate, as and when the same become due and payable;

(2) by depositing with the Trustee, an escrow agent or other fiduciary, in trust,

at or before maturity, money or securities in the necessary amount {(as provided in-

Section 5.3 (Deposit of Money or Securities with Trustee)) to pay or redeem. the
Certificate; or

(3) by delivering the Certificate to the Trustee for cancellation.

(B) Consequence of Payment of All Certificates. If all Certificates that are
Outstanding have been paid and the County has also paid or caused to be paid all other sums
payable hereunder and under the Facilities Lease by the County (including any Policy Costs in
accordance with the requirements -of Subsection 4.8(A)(1) (Additional Payments — Reserve
Facility Reimbursement) of the Facilities Lease), then and in that case, at the election of the
County, evidenced by a Statement of the County filed with the Trustee signifying the intention of
the County to discharge all such obligations and this Trust Agreement, and notwithstanding that
any Certificates shall not have been surrendered for payment, this Trust Agreement, the pledge
of assets made hereunder, all covenants and agreements and other obligations of the County
under this Trust Agreement, and the rights and interests created hereby (except as to any
surviving rights of transfer or exchange of Certificates as provided in Section 2.6 (Registration,
Transfer, and Exchange) and rights fo payment from moneys deposited with the Trustee as
provided in Section 5.2 (Discharge of Liability on Certificates)) shall cease, terminate, become

void, and be completely discharged and satisfied. Notwithstanding the satisfaction and discharge

of this Trust Agreement, the obligations to the Trustee under Section 9.7 (Compensation and
Indemmification of Trustee), the provisions of Section 9.9 (Removal and Resignation;
Appointment of Successor), and the covenants of the County to preserve the exclusion of interest
represented by the Certificates from gross income for federal income tax purposes contained in
Section 7.8 (Federal Income Tax Covenants) shall survive.

{(C)  Delivery of Excess Funds. In such event, upon Request of the County, the
Trustee shall cause an accounting for such-period-or periods as may be requested by the County
to be prepared and filed with the County and shall execute and deliver to the County all such
instruments as may be necessary or desirable to evidence such discharge and satisfaction, and the
Trustee shall pay over, transfer, assign, or deliver to the County all moneys or securities or other
property held by it pursuant to this Trust Agreement that, as evidenced by a verification report
(upon which the Trustee may conclusively rely) from an independent certificd public accountant,
are not required for the payment or redemption of Certificates not theretofore surrendered for
such payment or redemption; subject to the provisions of Section 7.8 (Federal Income Tax
Covenants) and the Tax Certificate with respect to moneys in the Rebate Fund.

(D) Notice of Defeasance. If moneys or Defeasance Securities are deposited with and
held by the Trustee as provided above, the Trustee shall within thirty (30) days after such money
or Defeasance Securities shall have been deposited with it mail a notice, first class postage
- prepaid, to the Owners at the addresses listed on the registration books kept by the Trustee
pursuant to Section 2.6 (Registration, Transfer, and Exchange) hereof, (a) setting forth the
maturity date or date fixed for prepayment, as the case may be, of the Certificates, (b) giving a
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description of the Defeasance Securities, if any, so held by it, and (c) stating that this Trust .
Agreement has been discharged in accordance with the provisions of this Section.

Section 5.2. Discharge of Liability on Certificates. Upon the deposit with the
Trustee, escrow agent, or other fiduciary, in trust, at or before maturity, of money or securities in
the necessary amount (as provided in Section 5.3 (Deposit of Money or Securities with Trustee))
to pay or redeem any Outstanding Certificate (whether upon or prior to its maturity or the
redemption date of such Certificate), provided that, if such Certificate is to be redeemed prior to
maturity, notice of such redemption shall have been given as in Article 4 (Redemption of
Certificates) provided or provision satisfactory to the Trustee shall have been made for the giving
of such notice, then all liability of the County in respect of such Certificate shall cease,
terminate, and be completely discharged, except that thereafter (i) the Owner thereof shall be
entitled to payment of the principal and interest represented by such Certificate and premium, if
any, thereon by the County and the County shall remain liable for such payment, but only out of
such money or securities deposited with the Trustee as aforesaid for their payment, subject,
however, to the provisions of Section 5.4 (Payment of Certificates After Discharge of Trust
‘Agreement) and (ii) the Owner thereof shall retain its rights of transfer or exchange of
Certificates as provided in Section 2.6 (Registration, Transfer, and Exchange).

~ The County may at any time surrender to the Trustee for cancellation by it any
‘Certificates previously executed and delivered, which the County may have acquired in any
manner whatsoever, and such Certificates, upon such. surrender and cancellation, shall be
deemed to be paid and retired.

Sectiim 5.3. Depeosit of Money or Securities with Trustee. Whenever in this Trust
Agreement it is provided or permitted that there be deposited with or held in trust by the Trustee

. money or. securities in the necessary amount to pay or redeem any Certificates, the money or -

. ~securities s6 to be deposited or held may include money or securities held by the Trustee in.the
- funds and accounts established pursuant to this Trust Agreement and shall be:

(A)  Cash. Lawful money of the United States of America in an amount equal to all
unpaid principal and interest represented by such Certificates to maturity, except that, in the case
of Certificates that are to be redeemed prior to maturity and in respect of which notice of such
redemption shall have been given as in Article 4 (Redemption of Certificates) provided or
provision satisfactory to the Trustee shall have been made for the giving of such notice, the
amount to be deposited or held shall be all unpaid principal and interest represented by the
Certificates to the redemption date and any redemption premium thereon; or

(B)  Defeasance Securities. Defeasance Securities the principal of and interest on
which when due will, in the opinion of an independent (and nationally recognized, if the
Certificates are being advance refunded) certified public accountant delivered to the Trustee
(upon which opinion the Trustee may conclusively rely), provide money sufficient io pay the
principal and all unpaid interest to maturity, or to the redemption date, as the case may be,
represented by (and any redemption premium on) the Certificates to be paid or redeemed, as such
principal or Redemption Price and interest become due, provided that, in the case of Certificates
that are to be redeemed prior to the maturity thereof, notice of such redemption shall have been
given as in Article 4 (Redemption of Certificates) provided or provision satisfactory to the
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Trustee shall have been made for the giving of such notice; provided, in each case, that the
Trustee shall have been irrevocably instructed (by the terms of this Trust Agreement or by
Request of the County) to apply such money to the payment of such principal or Redempuon
Price and interest with respect to such Certificates.

If a forward supply contract is employed in connection with a defeasance of Certificates,
(1) the verification report shall expressly state that the adequacy of the escrow to accomplish the
defeasance relies solely on the initial escrowed investments and the maturing principal thereof
and interest income thereon and does not assume performance under or compliance with the
forward supply contract, and (2) the applicable escrow agreement shall provide that, in the event
of any discrepancy or difference between the terms of the forward supply contract and the-
escrow agreement {(or the authorizing document, if no separate escrow agreement is utilized), the
terms of the escrow agreement or authorizing document, if applicable, shall be controlling.

Section 5.4, Pavment of Certificates After Discharge of Trust Agreement. Any
moneys held by the Trustee in trust for the payment of the principal or interest represented by (or
redemption premium on) any Certificates and remaining unclaimed for two years after the
principal represented by all of the Certificates has become due and payable (whether at maturity
or upon call for redemption as provided in this Trust Agreement), if such moneys were so held at
such date, or two. years after the date of deposit of such moneys if deposited after said date when
all of the Certificates became due and payable, shall, upon Request of the County, be repaid to
the County free from the trusts created by this Trust Agreement, and all liability of the Trustee
with respect to such moneys shall thereupon cease; provided, however, that, before the
repayment of such moneys to the County as aforesaid, the Trustee may (at the cost of the
County) first mail to the Owners of any Certificates remaining unpaid at the addresses shown on
the Certificate Register a notice, in such form as may be deemed appropriate by the Trustee, with
respect to the Certificates so payable and not presented and with respect to the provisions
relating to the repayment-to the County of the moneys held for the payment thereof. All moneys
held by or on behalf of the Trustee for the payment of principal, premium, or interest represented
by Certificates, whether at redemption, acceleration, or maturity, shall be held in trust for the
account of the Owners thereof and the Trustee shall not be required to pay Owners any interest
on, or be liable to the Owners or any other person (other than the County) for any interest earned
on, moneys so held. Any interest earned thereon shall belong to the County and shall be
deposited monthly by the Trustee into the Certificate Fund.

ARTICLE 6
RENTAL PAYMENTS

Section 6.1. Assignment of Rights Under the ¥acilities Lease and Ground Lease to
Trustee: Enforcement of Obligations.

(A)  Assignment. The Corporation hereby unconditionally transfers, assigns, and sets
over to the Trustee for the benefit of the Owners, without recourse, (1) all of the Rental
Payments and any and all rights, privileges, title and interest it has to and under the Facilities
Lease (excepting only the Corporation’s rights under Section 4.8 (Additional Payments) to
receive reimbursement for costs it has incurred and Section 6.9 (Corporation Not Liable;
Indemnification of the Corporation) of the Facilities Lease), including, without limitation, the
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right to collect and receive directly all of such Rental Payments and the right to hold and enforce
any security interest created thereunder, and any such Rental Payments collected or received by
the Corporation shall be deemed to be held, and to have been collected or received, by the
Corporation as the agent of the Trustee, and shall forthwith be paid by the Corporatlon to the
Trustee, and (2) all of its right, title, and interest in the Ground Lease.

(B)  Actions of Trustee. The Trustee shall take all steps, actions, and proceedings
required to be taken, as provided in any Opinion of Counsel delivered to it, reasonably necessary
to maintain in force for the benefit of the Owners of the Certificates the Trustee’s rights in and
priority to the following security granted to it for the payment of the Certificates: the Trustee’s
rights as assignee of the Rental Payments under the Facilities Lease and as beneficiary of any
other rights to security for the Certificates that the Trustee may receive in the future.

(C)  Absolute Assignment. The parties hereto intend that the assignment of rights, title
and interests in the Facilities Lease and the Ground Lease to the Trustee described in subsection
(A) above be construed as an absolute assignment. To that end, the Corporation warrants that (1)
its assignment hereunder is made in consideration of the payments and deposits of funds made
hereunder, which represent the fair market value of the rights assigned; (b) the Corporation, for
financial accounting purposes, will not account for any of the Rental Payments as its revenue or
income; and (c) the Corporation has no equity or other interest in the Trustee and does not
control the Trustee.

Section 6.2. Pledge of Rental Pavments; Certificate Fund.

- (A)  Acceptance of Assignment. The Trustee hereby accepts the assignment set forth
in Section 6.1 (Assignment of Rights Under the Facilities Lease and Ground Lease to Trustee;
Enforcement of Obligations) hereof. The Trustee shall hold all Rental Payments in trust for the
benefit of the Owners from time to time of the Certificates. Subject only to the provisions of this
Trust Agreement permitting the application thereof for the purposes and on the terms and
conditions set forth herein, the Rental Payments and all amounts (including proceeds of the
Certificates) held by the Trustee in any fund or account established hereunder (except for
amounts held in the Rebate Fund) are hereby pledged to secure the payment of the principal and
interest represented by the Certificates in accordance with their terms and the provisions of this
Trust Agreement. Said pledge shall constitute a fifst lien on the Rental Payments and amounts in
such funds and shall be valid and binding from and after delivery by the Trustee of the
Certificates, without any physical delivery thercof or further act. The pledge herein made shall
be irrevocable until all of the Certificates are no longer Outstanding.

(B)  Deposit of Rental Payments. The Trustee shall forthwith deposit the Rental
Payments into a trust fund, designated as the “Certificate Fund,” which fund the Trustee shall
establish and maintain, when and as received by the Trustee. All moneys at any time held in the
Certificate Fund shall be held in trust for the benefit of the Owners of the Certificates and shall
be disbursed, allocated, and applied solely for the uses and purposes set forth in subsection (C)
(Certificate Reserve Fund Replenishment) and Section 6.3 (Allocation of Rental Payments).

(C)  Certificate Reserve Fund Replemsiunent. If the Certificate Reserve Fund has
been drawn upon as a result of a delinquency in the payment of Rental Payments, the Trustee
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shall transfer the delinquent Rental Payments thereafter received to the Certificate Reserve Fund
to replenish the amount therein to the Certificate Reserve Requirement as provided in
Section 6.6(C) (Replenishment of Certificate Reserve Fund).

Section 6.3. Allocation of Rental Payments.

(A)  Alocations for Certificate Payments. So long as any Certificates are Outstanding,
the Trustee shall set aside the moneys in the Certificate Fund in the following respective funds or
accounts (¢ach of which the Trustee shall establish, maintain and hold in trust for the benefit of
the Owners of the Certificates) in the following amounts, in the following order of priority, the.
requirements of each such fund (including the making up of any deficiencies in any such fund
resulting from lack of moneys sufficient to make any earlier required deposit) at the time of
deposit to be satisfied before any deposit is made to any fund subsequent in priority:

(1) Interest Fund. On each Interest Payment Date, commencing May 1, 2008,
.the Trustee shall set aside in the Interest Fund an amount equal to the aggregate amount
of interest becoming due and payable with respect to the Outstanding Certificates on such
Interest Payment Date. No deposit need be made into the Interest Fund if the amount
contained therein is at least equal to the interest due and payable on such Interest
Payment Date upon all of the Certificates delivered hereunder and then Qutstanding (but
excluding any moneys on deposit in the. Interest Fund from the proceeds of the
Certificates or other source and reserved as capitalized interest to pay interest on any
future Interest Payment Dates following such Interest Payment Date).-

(2)  Principal Fund; Sinking Accounts. On each Principal Payment Date,
commencing November 1, 2008, the Trustee shall deposit in the Principal Fund an
amount equal to (a) the aggregate amount of principal becoming due and payable with
respect to the Outstanding -Serial Certificates. plus (b) the aggregate amount of the
Mandatory Sinking Account Payments to be paid on such date into the respective Sinking
Accounts for the Term Certificates. . All of the aforesaid Mandatory Sinking Account
Payments shall be made without. pnorlty of any payment into any one such Sinking Account
over any other such payment.

No deposit need be made into the Principal Fund so long as there shall be in such
fund (i) moneys sufficient to pay the principal represented by all Serial Certificates
delivered hereunder and then Outstanding and maturing by their terms on such Principal
Payment Date plus (ii) the aggregate of all Mandatory Sinking Account Payments
required to be made on such Principal Payment Date, but less any amounts deposited into
the Principal Fund during the preceding twelve-month period and theretofore paid from
the Principal Fund to redeem or purchase Term Certificates during such twelve-month
period.

, (3) Redemption Fund. The Trustee, on the date specified in a Written Request
of the County filed with the Trustee, at the time that any prepaid Rental Payment is paid
to the Trustee, shall deposit in the Redemption Fund that amount of moneys representing
the portion of the Rental Payments designated as prepaid Rental Payments. Except as
provided in Section 7.8 (Federal Income Tax Covenants) hereof, moneys in the
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Redemption Fund shall be used and withdrawn by the Trustee solely for the purpose of
paying the interest and the redemption premiums, if any, of and principal represented by
the Certificates to be prepaid. .

(B)  Surplus Amounts. Any moneys remaining in the Certificate Fund after the
foregoing transfers described in (1), (2), and (3) of Subsection (A) above shall be deposited, in
order of priority, (i) into the Certificate Reserve Fund to the extent that the amount therein is less
than the Certificate Reserve Requirement and shall be applied in accordance with Section 6.6(C)
(Replenishment of Certificate Reserve Fund), and (i) into the Rebate Fund if so directed by the
County. Amounts not required to be so deposited shall be transferred on the same Business Day
to the County, except that any amounts representing delinquent Rental Payments and any
proceeds of rental abatement insurance shall remain on deposit in the Certificate Fund. The
County may use and apply any moneys when received by it for any lawful purpose of the
County, including the redemption of Certificates upon the terms and conditions set forth herein
and the purchase of Certificates as and when and at such prices as it may determine.

. Section 6.4. Application of Interest Fund. All amounts in the Interest Fund shall be
used and withdrawn by the Trustee solely for the purpose of paying interest represented by the
Certificates as it shall become due and payable (including accrued interest represented by any
Certificates purchased or redeemed prior to maturity pursuant to this Trust Agreement) as
provided in Section 2.2 (Terms and Form of Certificates).

Section 6.5. Application of Principal Fund,

(A)  Use of Amounts in Principal Fund. All amounts in the Principal Fund shall be
used and withdrawn by the Trustee solely for the purposes of paying‘the principal represented by

the Certificates when due and payable, except that all amounts in the Sinking Account shall be

used and withdrawn by the Trustee solely to purchase or. redeem or-pay Certificates at maturity,

~ as provided herein. .

(B) - Sioking Accounts. The Trustee shall establish and ‘maintain within the Principal
Fund a separate account for the Term Certificates of each maturity, designated as the "
Sinking Account," inserting therein the maturity designation of such Certificates. On any date upon
which a Mandatory Sinking Account Payment is due, the Trustee shall transfer the amount of such
Mandatory Sinking Account Payment from the Principal Fund to the applicable Sinking Account.
With respect to each Sinking Account, on each Mandatory Sinking Account Payment date
established for such Sinking Account, the Trustee shall apply the Mandatory Sinking Account
Payment required on that date to the redemption (or payment at maturity, as the case may be) of
Term Certificates of such maturity for which such Sinking Account was established, upon the notice
and in the manner provided herein; provided that, at any time prior to giving such notice of such
redemption, the Trustee shall, upon receipt of a Request of the County, apply moneys in such
Sinking Account to the purchase (in whole or in part) of Term Certificates of such maturity at public
or private sale, as and when and at such prices (including brokerage and other charges, but
excluding accrued interest, which is payable from the Interest Fund) as is directed by the County,
except that the purchase price (excluding accrued interest) shall not exceed the principal amount
represented thereby. If, during the twelve-month period immediately preceding said Mandatory
Sinking Account Payment date, the Trustee has purchased Term Certificates of such maturity with
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moneys in such Sinking Account, or, during said period and prior to giving said notice of
redemption, the County has deposited Term Certificates of such maturity with the Trustee, or Term
Certificates of such maturity were at any time purchased or redeemed by the Trustee from the
Redemption Fund and allocable to said Mandatory Sinking Account Payment, such Term
Certificates so purchased or deposited or redeemed shall be applied, to the extent of the full
principal amount represented thereby, to reduce said Mandatory Sinking Account Payment.

Any amounts remaining in a Sinking Account when all of the Term Certificates for which
such account was established are no longer Outstanding shall be withdrawn by the Trustee and
transferred to the County to be used for any lawiul purpose.

All Certificates purchased from a Sinking Account or deposited by the County with the
Trustee in a twelve-month pertod ending November 1, shall be allocated first to the next succeeding
Mandatory Sinking Account Payment for such maturity of Term Certificates, then as a credit
against such future Mandatory Sinking Account Payments for such maturity of Term Certificates as
may be specified in a Request of the County. All Term Certificates redeemed by the Trustee from
the Redemption Fund shall be credited to such future Mandatory Sinking Account Payments for
such maturity of Term Certificates as may be specified in a Request of the County.

Section 6.6. Funding and Application of Certificate Reserve Fund.

(A) Funding of the Certificate Reserve Fund. The Trustee shall establish and
maintain a separate fund designated as the “Certificate Reserve Fund.” On the Closing Date,
there shall be credited to the Certificate Reserve Fund the Reserve Policy, which shall be in the
amount of the Certificate Reserve Requirement.

(B)  Substitution of Cash. Provided that there are no outstanding and wnpaid Policy
Costs, the County may at any time substitute cash for all or part of the amount available to be -
paid to the Trustee under any Reserve Facility delivered pursuant to this Section to satisfy the
Certificate Reserve Requirement. |

(C}  Replenishment of Certificate Reserve Fund. Except as otherwise provided in this
Section, upon the occurrence of any deficiency in the Certificate Reserve Fund, the Trustee shall
deposit therein, as soon as possible in each month, until the balance in the Certificate Reserve
Fund is at least equal to the Certificate Reserve Requirement: (1) one-fourth (1/4) of the
aggregate amount of any deficiency due to any required valuations of the investments in the
Certificate Reserve Fund, from amounts received pursuant to Subsection 4.8(A)2) (Additional
Payments — Certificate Reserve Fund Valuation Deficiencies) of the Facilities Lease, and
(2) one-twelfth (1/12th) of the aggregate amount of each unreplenished prior withdrawal from the
Certificate Reserve Fund from amounts received pursuant to Subsection 4.8(A)(1) (Additional.
Payments — Reserve Facility Reimbursement) of the Facilities Lease.

(D)  Letter of Credit.

(1) Provided that there are no outstanding and unpaid Policy Costs, in lieu of
making the Certificate Reserve Requirement replenishment deposits in compliance with
subsection (C) herein, or in replacement of moneys then on deposit in the Certificate
Reserve Fund (which shall be transferred by the Trustee to the County), the County may
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deliver to the Trustee an unconditional, irrevocable letter of credit issued by a financial
institution having unsecured debt obligations rated in one of the two highest Rating
Categories of Standard & Poor’s, in an amount, together with moneys, Investment
Securities, or other Reserve Facilities (as described in subsection (E)) on deposit in the
Certificate Reserve Fund, equal to the Certificate Reserve Requirement.

(2) Such letter of credit shall have a term no less than three (3) years or, if
less, the maturity of the Certificates. The letter of credit shall be payable in one or more
draws upon presentation by the Trustee of a sight draft accompanied by its certificate that
it then holds insufficient funds to make a required payment of principal or interest with
respect to the Certificates. The draws shall be payable within two days of presentation of
the sight draft. If a drawing is made on the letter of credit, the County shall make such
payments as may be required by the terms of the letter of credit or any obligations related
thereto (but no less than quarterly pro rata payments) so that the letter of credit shall,
absent the delivery to the Trustee of another Reserve Facility satisfying the requirements
contained in subsection (E) of this Section or the deposit in the Certificate Reserve Fund
of an amount sufficient to increase the balance in the Certificate Reserve Fund to the
Certificate Reserve Requirement, be reinstated in the amount of such drawing within one
year of the date of such drawing. :

(3) The issuer of the letter of credit shall be required to notify the County and
the Trustee, not later than 30 months prior to the stated expiration date of the letter of
credit, as to whether such expiration date shall be extended, and if so, shall indicate the
new expiration date. If the notice indicates that the expiration date shall not be extended,
the County shall deposit in the Certificate Reserve Fund an amount sufficient to cause the
cash or Investment Securities on deposit in the Certificate Reserve Fund together with
any other Reserve Facilities, to equal the Certificate Reserve Requirement, such deposit
to be paid in equal installments on at least a semiannual basis over the rémaining {erm of ~
the letter of credit, unless the Reserve Facility is replaced by a Reserve Facility meeting
the requirements of this Section. The letter of credit shall permit a draw in full not less
than two weeks prior to the expiration or termination of such letter of credit if the letter of
credit has not been replaced or renewed. The Trustee shall draw upon the letter of credit
prior to its expiration or termination unless an acceptable replacement is in place or the
Certificate Reserve Fund is fully funded in its required amount. ' .

(E)  Other Reserve Facility. Provided that there are no outstanding and unpaid Policy
Costs, in lieu of making the Certificate Reserve Requirement replenishment deposits in
compliance with subsection (C) herein, or in replacement of moneys then on deposit in the
Certificate Reserve Fund (which shall be transferred by the Trustee to the County), the County
may also deliver to the Trustee an insurance policy, surety bond, or other Reserve Facility
~ securing an amount, together with moneys, Investment Securities or other Reserve Facilities on
deposit in the Certificate Reserve Fund, no less than the Certificate Reserve Requirement.

If the insurance policy or surety bond is issued by a company licensed to issue an
insurance policy guaranteeing the timely payment of debt service with respect to the Certificates
(a “municipal bond insurer™), the claims paying ability of the issuer thereof shall be rated “AAA”
or “Aaa” by Standard & Poor’s or Moody’s, respectively.
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If the insurance policy or surety bond is issued by an entity other than a municipal bond
insurer, the form and substance of such instrument and the issuer thereof shall be approved by
the Insurer. '

Such Reserve Facility shall have a term of no less than the maturity of the Certificates in
connection with which such Reserve Facility was obtained. If such Reserve Facility for any
reason lapses or expires, the County shall immediately (i) deliver to the Trustee a letter of credit
satisfying the requirements of subsection (D), (ii) deliver to the Trustee a Reserve Facility
satisfying the requirements of this subsection (E), or (iii) make the required deposits to the
Certificate Reserve Fund.

(F) Opinion Prerequisite. The use of any Reserve Facility pursuant to this Section
shall be subject to receipt of an opinion of bond counsel acceptable to the Insurer and in form
and substance satisfactory to the Insurer as to the due authorization, execution, delivery and
enforceability of such instrument in accordance with its ferms, subject to applicable laws
affecting creditors’ rights generally, and, if the issuer of such Reserve Facility is not a domestic
entity, an opinion of foreign counsel in form and substance satisfactory to the Insurer. In
addition, the use of an imrevocable letter of credit shall be subject to receipt of an opinion of
counsel acceptable to the Insurer and in form and substance satisfactory to the Insurer to the
effect that payments under such letter of credit would not constitute avoidable preferences under
Section 547 of the U.S. Bankruptcy Code or similar state laws with avoidable preference
provisions in the event of the filing of a petition for relief under the U.S. Bankruptcy Code or
similar state laws by or against the County (or any other account party under the letter of credit).

_ (G)  Replacement of Reserve Facility. If (a) the revolving reinstatement feature of the
Reserve Facility is suspended or terminated, or (b) the rating of the claims-paying ability of the
issuer of the surety bond or insurance policy falls below a Standard & Poor’s “AAA” or a
Moody’s “Aaa,” or (c) the rating of the issuer of the letter of credit falls below a Standard &

Poor’s “AA,” the County shall either (i) deposit into the Certificate Reserve Fund an amount -

sufficient to cause the cash or Investment Securities on deposit in the Certificate Reserve Fund to
equal the Certificate Reserve Requirement, such amount to be paid over the ensuing five years in

equal installments deposited at least semiannually, or (ii) replace such instrument with a Reserve

Facility meeting the requirements of this Section within six months of such occurrence, If (a) the
. rating of the claims-paying ability of the issuer of the surety bond or insurance policy falls below
“A,” or (b) the rating of the issuer of the letter of credit falls below “A,” or (c) the issuer of the
Reserve Facility defaults in its payment obligations, or (d) the issuer of the Reserve Facility
becomes insolvent, the County shall either (i) deposit into the Certificate Reserve Fund an
amount sufficient to cause the cash or Investment Securities on deposit in the Certificate Reserve
Fund to equal the Certificate Reserve Requirement, such amount to be paid over the ensuing year
in equal installments on at least a monthly basis, or (ii) replace such instrument with a Reserve
Facility meeting the requirements of this Section above within six months of such occurrence. .

(H)  Use of Amounts in Cerfificate Reserve Fund.

(1) Payment of Debt Service Deficiencies. All amounts in the Certificate
Reserve Fund (including all amounts that may be obtained from Reserve Facilities on
deposit in the Certificate Reserve Fund) shall be used and withdrawn by the Trustee, as
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hereinafter provided, solely for the purpose of making up any deficiency in the Interest
Fund or the Principal Fund, or (together with any other moneys available therefor) for the
payment or redemption of all Certificates then Outstanding, or for the payment of the
final principal and interest payment with respect to the Certificates if following such
payment the amounts in the Certificate Reserve Fund (including the amounts that may be
obtained from Reserve Facilities on deposit therein) will equal the Certificate Reserve
Requirement. - |

The Trustee shall ascertain the necessity for a claim or draw upon a Reserve
Facility and shall provide notice to the issuer of the Reserve Facility in accordance with
its terms not later than three days (or such longer period as may be necessary depending
on the permitted time period for honoring a draw under the Reserve Facility) prior to
each Interest Payment Date; provided that such notice shall be given two Business Days
prior to each Interest Payment Date in the case of the Reserve Policy..

The Trustee shall first draw on the portion of the Certificate Reserve Fund held in
cash or Investment Securities and then, on a pro rata basis with respect to amounts held in
the form of Reserve Facilities (calculated by reference to the maximum amount available
under such Reserve Facilities), draw on or collect under each Reserve Facility issued with
respect to the Certificate Reserve Fund, in a timely manner and pursuant to the terms of
such Reserve Facility to the extent necessary in order to obtain sufficient funds on or
prior to the date such funds are needed to pay the principal and interest represented by the
Certificates when due. :

(2} Repayment of Amounts Recovered as Preferences in Bankruptey. If the
Trustee has notice that any payment of principal or interest represented by a Certificate
- has been recovered from a Certificateowner pursuant to the United States Bankruptcy
". Code by a trustee in bankruptcy in accordance with the final, nonappealable order of a
court having competent jurisdiction, the Trustee, pursuant to and provided that the terms
of the Reserve Facility, if any, securing the Certificates so provide, shall so notify the
issuer thereof and draw on or collect under such Reserve Facility to the lesser of the
extent required or the maximum amount of such Reserve Facility in order to pay to such
Owners the principal and interest so recovered. If and to the extent that the Certificate
Reserve Requirement is satisfied by a deposit of cash or Investment Securities and one or
more Reserve Facilities (or any combination thereof), the Trustee shall first draw on the
portion of the Certificate Reserve Fund held in cash or Investment Securities and then
make drawings on or collect under such Reserve Facilities on a pro rata basis (calculated
by reference to the maximum amounts of such Reserve Facilities).

‘ (3) Reimbursement of Draws on Reserve Facilities. Any Reserve Facility
shall provide for a revolving feature under which the amount available thereunder will be
reinstated to the extent of any reimbursement of draws or claims paid. If a drawing is

- made on a Reserve Facility, the Trustee shall use amounts deposited in the Certificate

Reserve Fund by the County following such draw first to make the payments required by
the terms of the Reserve Facility or related reimbursement or loan agreement so that the
Reserve Facility shall, absent the delivery to the Trustee of a substitute Reserve Facility
satisfying the requirements of this Section or the deposit in the Certificate Reserve Fund
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of an amount sufficient to increase the balance in the Certificate Reserve Fund to the
Certificate Reserve Requirement, be reinstated in the amount of such drawing within one

~ year of the date of such drawing. The Tiustee shall make such payments of Policy Costs
and reimbursements of amounts due under other Reserve Facilities on a pro rata basis
(calculated by reference to the maximum amounts available under such Reserve
Facilities). After such reinstatement, the Trustee shall use amounts deposited in the
Certificate Reserve Fund by the County for the replenishment of the portlon of Certificate
Reserve Fund held in cash or Investment Securities.

The obligation to reimburse the issuer of a Reserve Facility for any fees,
expenses, claims or draws upon such Reserve Facility shall be subordinate to the payment
of debt service represented by the Certificates. If the revolving feature is suspended or
terminated for any reason, the right of the issuer of the Reserve Facility to reimbursement
will be further subordinated to cash replenishment of the Certificate Reserve Fund to an
amount equal to the difference between the full original amount available under the
Reserve Facility and the amount then available for further draws or claims. If (a) the
issuer of a Reserve Facility becomes insolvent, or (b)the issuer of a Reserve Facility

defaults in its payment obligations thercunder, or (c)the claims-paying ability of the -

issuer of the insurance policy or surety bond falls below a Standard & Poor’s “AA” or a
Moody’s f‘Aaa’,’f or (d) the rating of the issuer of the letter of credit falls below a Standard
& Poor’s “AAA,” the obligation to reimburse the issuer of the Reserve Facility shall be
subordinate to the cash replenishment of the Certificate Reserve Fund,

)] Transfer of Excess Amounts. Any amounts in the Certificate Reserve Fund in
excess of the Certificate Reserve Requirement (as calculated by the County) shall be transferred
by the Trustee to the County on the last Business Day of June and December of each year;
provided that such amounts shall be transferred only from the portion of the Certificate Reserve
~ Fund held. in the. form of.cash or Investment Securities and further provided that the County is
not then in default hereunder.

- Securitv for Payment of Policy Costs. If the County shall fail to pay any Policy
Costs in accordance with the requirements of Subsection 4.8(AX1) (Additional Payments —
Reserve Facility Reimbursement) of the Facilities Lease, the Insurer shall be entitled to exercise
any and all legal and equitable remedies available to it, including those provided under this Trust
Agreement, other than remedies that would adversely affect the Owners. The Corporation’s
obligation to pay such amounts shall survive payment in full of the Certificates. As security for

the County’s repayment obligations with respect to the Reserve Policy, the Insurer is hereby

granted a security interest in all revenues and collateral that are pledged as security for the
Certificates pursuant to Section 6.2 (Pledge of Rental Payments, Certificate Fund) hereof,
subordinate only to such pledge.

Sectiom 6.7. Application of Redemption Fund. The Trustee shall establish, maintain
and hold in trust a special fund designated as the “Redemption Fund.” All moneys deposited by
the County with the Trustee for the purpose of redeeming Certificates shall, unless otherwise
directed by the County, be deposited in the Redemption Fund. All amounts deposited in the
Redemption Fund shall be used and withdrawn by the Trustee solely for the purpose of
redeeming Certificates, in the manner, at the times and upon the terms and conditions specified
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herein; provided that, at any time prior to giving such notice of redemption, the Trustee shall,
upon receipt of a Request of the County, apply such amounts to the purchase of Certificates at
public or private sale, as and when and at such prices (including brokerage and other charges, but
excluding accrued interest, which is payable from the Interest Account) as is directed by the
County, except that the purchase price (exclusive of such accrued interest) may not exceed the
Redemption Price then applicable to such Certificates, All Term Certificates purchased or
redeemed from the Redemption Fund shall be allocated to Mandatory Sinking Account Payments
applicable to such maturity of Term Certificates as may be specified in a Request of the County.

Section 6.8. Rebate Fund. The Trustee shall establish and maintain a fund designated
as the “Rebate Fund” separate from any other fund held by the Trustee, The Trustee shall
deposit moneys into and disburse moneys from the Rebate Fund pursuant to written instructions
from the County. The Trustee shall be deemed conclusively to have complied with the
provisions of this Section and the Tax Certificate if it follows the instructions of the County,
including to supply all necessary information in the manner specified in the Tax Certificate. In
the absence of written instructions from the County, the Trustee shall not be required to take any
action with respect to the Rebate Fund or the Tax Certificate and shall have no liability or
responsibility to enforce compliance by the County with the terms of the Tax Certificate.

Section 6.9. Investment of Monevs in Fu_nds and Accdﬁnts.

(A) Invesiment in Investment Securities. All moneys in any of the funds and accounts
held by the Trustee and established pursuant to this-Trust Agreement shall be invested solely as
directed by the County, solely in Investment Securities. All Investment Securities shall, as
directed by the County in writing or by telephone, promptly confirmed in writing, be acquired
subject to the limitations set forth in Section 7.8 (Federal Income Tax Covenants), the limitations
as to maturities hereinafter in this Sectiori set forth and. such additional limitations or
requirements consistent with the foregoing as may be established.by Request of the County and
not inconsistent with the duties of the Trustee under this Trust Agreement. If and to the extent
the Trustee does not receive investment instructions from the County with respect to the moneys
in the funds and accounts held by the Trustee pursuant to this Trust Agreement, such moneys
shall be invested in Investment Securities described in clause (4) (Money Market Funds) of the
definition thereof. '

(B)  Maturity of Investments. Investments shall be considered as maturing on the first
date on which they are redeemable without penalty at the option of the holder or the date on
which the Trustee may require their repurchase pursuant to repurchase agreements. Moneys in
the Certificate Reserve Fund shall be invested in Investment Securities maturing within five
years of the date of such investment, but in no event later than the final maturity of the
Certificates, or, in the case of Investment Agreements, available by the terms thereof for
withdrawal at the times and for the purposes required for the application of funds in the
Certificate Reserve Fund. Moneys in the remaining funds and accounts shall be invested in
Investment Securities maturing or availabie on demand not later than the date on which it is
estimated that such moneys will be reqmred by the Trustee.
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(C)  Deposit of Earnings. All interest, profits, and other income received from the
investment of moneys in any fund or account held by the Trustee hereunder, other than the Costs
of Issuance Fund, the Construction Fund, the Certificate Reserve Fund, and the Rebate Fund,
shall be transferred to the Certificate Fund when received. All interest, profits, and other income
received from the investment of moneys in the Costs of Issuance Fund, the Construction Fund,
and the Certificate Reserve Fund shall be deposited therein. All interest, profits, and other
income received from the investment of moneys in the Rebate Fund shall be deposited in the
Rebate Fund, except as otherwise directed by the County in accordance with Section 6.8 (Rebate
Fund). Notwithstanding anything to the contrary contained in this paragraph, an amount of
interest received with respect to any Investment Security equal to the amount of accrued interest,
if any, paid as part of the purchase price of such Investment Security shall be credited to the fund
or account from which such accrued interest was paid.

(D)  Valuation. All Investment Securities credited to the Certificate Reserve Fund
shall be valued as of each Rental Payment Date at the market value thereof (exclusive of accrued
interest) determined to the extent practical by reference to the closing bid price thereof published
in the Wall Street Journal or any other financial publication or quotation service selected by the
Trustee in its discretion, including such pricing services as may be available to the Trustee within
the Trustee’s regular accounting system,

(E)  Accounting: Acquisition and Disposition. The Trustee may commingle any of the
funds or accounts established pursuant to this Trust Agreement into a separate fund or funds for
investment purposes only, provided that all funds or accounts held by the Trustee hereunder shall
be accounted for separately as required by this Trust Agreement. The Trustee and its affiliates
may act as sponsor, advisor, depository, principal, or agent in the makirig or disposing of any
investment and, with the prior written consent of the County, may impose its customary charge
therefor. The County acknowledges that, to the extent regulations of the Comptroller of the
Currency or other applicable regulatory entity grants the County the right to receive brokerage
confirmations or security transaéﬁons as they occur, the County specifically waives receipt of such
confirmations to the extent permitted by law. The Trustee may sell at the best price reasonably
obtainable, or present for redemption, any Investment Securities so purchased whenever it shall
be necessary to provide moneys to meet any required payment, transfer, withdrawal; or
disbursement from the fund or account to which such Investment Security is credited, and the
Trustee shall not be liable or responsible for any loss resulting from such investment. ‘

Section 6.10. Kunds and Accounts. Any fund required by this Trust Agreement to be
established and maintained by the Trustee may be established and maintained in the accounting
records of the Trustee, either as a fund or an account, and may, for the purposes of such records,
any audits thereof and any reports or statements with respect thereto, be treated either as a fund -
or as an account; but all such records with respect to all such funds shall at all times be
maintained in accordance with customary standards of the corporate trust industry, to the extent

- practicable, and with due regard for the protection of the securlty of the Certificates and the

rights of every Owner thereof.

Section 6.11. Money Held for Particular Certificates. The money held by the Trustee
for the payment of the interest, principal, or Redemption Price due on any date with respect to
particular Certificates (or portions of Certificates in the case of Certificates redeemed in part
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only) shall, on and after such date and pending such payment, be set aside on its books and held

uninvested in trust by it for the Owners of the Certificates entitled thereto, subject, however, to -

the provisions of Section 5.4 (Payment of Certificates Affer Discharge of Trust Agreement).

ARTICLE 7 |
COVENANTS OF THE COUNTY AND THE CORPORATION'

Section 7.1, Power to Execute Trust Agreement. The County is duly authorized
pursuant to law to enter into the Trust Agreement and authorize the execution and delivery of the
Certificates by the Trustee and to pledge and assign the Rental Payments and other assets
purported to be pledged and assigned, respectively, under this Trust Agreement in the manner
and to the extent provided in this Trust Agreement. The provisions of this Trust Agreement are
and will be the valid and binding hrmted obhga’uons of the County in accordance with their
terms. ‘ :

" Section 7.2. Limitations on Liens on the Rental Payments. The County will not
create any pledge, lien, or charge upon any of the Rental Payments pledged hereunder having
priority over or having parity with the lien of the Trustee for the benefit of the Certificate
Owners while any of the Certificates are Outsiandmg

Sectlon 7.3. Punctual Pavment of Rental Payments. The County and the
. Corporation will faithfully comply with, keep, observe, and perform all the agreements,
conditions, covenants, and terms contained in the Facilities Lease that are required to be
complied with, kept, observed, and performed by it. In particular, the County will punctually
pay or cause to be paid the Rental Payments in strict conformity with the terms of the Facilities
Lease, according to the true intent and meaning thereof. :

Section 7.4, Amendment of Ground Lease and Facilities Lease. The County and the
' Trustee as assignee of the Corporatlon will not alter, amend, or modify the Ground Lease or the
Facilities Lease unless (i) the Trustee receives an Opinion of Counsel that states that such
alterations, amendments, or modifications will not result in any material impairment of the
security given or intended to be given for the payment of the Rental Payments, or (i1) the Trustee
first obtains the written consents of the Owners of at least sixity per cent (60%) in aggregate
principal amount represented by the Cerlificates then Outstanding to such alterations,
amendments, or modifications; provided that the County and the Trustee, as assignee of the
Corporation, without such Opinton or consent, alter, amend or modify the Ground Lease and the
Facilities Lease, but only to the extent permitted by law and only for one or more of the
following purposes:

(A) to accommodate afly" substitution of property in accordance with Section 3.4
(Substitution, Addition or Deletion) of the Facilities Lease;

(B)  to modify the legal description of the Demised Premises to conform to the
requirements of title insurance or otherwise to add or delete property descriptions to reflect.

accurately the description of the parcels intended or preferred to be included in the Ground Lease
and Facilities Lease;
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(C)  to obligate the County to pay additional amounts of rental under the Facilities
Lease for the use and occupancy of the Demised Premises, provided that (i) such additional
amounts of rental do not cause the total rental payments made by the County thereunder to
exceed the fair rental value of the Demised Premises, as set forth in a Statement of the County
filed with the Trustee, (ii) the County. shall have obtained and filed with the Trustee an appraisal
of the Demised Premises showing that the estimated fair market value thereof 1s not less than the
aggregate unpaid principal components of the Rental Payments and the aggregate principal
components of such additional amounts of rental, and (iii) such additional amounts of rental are
pledged or assigned for the payment of any bonds, notes, leases or other obligations the proceeds
of which were or shall be applied to finance the construetion or acquisition of land, Demised
Premises or other improvements that are authorized pursuant to the California Education Code.

Section 7.5. Extension of Time for Payment of Certificates. The County will not
directly or indirectly extend or assent to the extension of the maturity of any of the Certificates or
the time of payment of any of the claims for interest by the purchase or funding of such
Certificates or claims for interest or by any other arrangement. If the maturity of any of the
Certificates or the time of payment of any such claims for interest shall be extended, such
Certificates or claims for interest shall not be entitled, in case of any default hereunder, to the
benefits of this Trust Agreement, except subject to the prior payment in full of the principal
represented by all of the Certificates then Quistanding and of all claims for interest represented
thereby that shail not have been so extended. Nothing in this Section shall be deemed to limit
the right of the County to cause the delivery of Certificates for the purpose of refunding any
Outstanding Certificates, and such delivery shall not be deemed to constitute an extension of
maturity of Certificates.

- Section 7.6. Preservation of Rights of Owners. The County and the Corporation
shall at all times, to the extent permitted by law, defend, preserve, and protect the pledge and

assignment of Rental Payments and other assets and all the rights of the Owners under: this Trust .. -

Agreement against all claims and demands of all persons whomsoever.

Section 7.7. Waiver of Laws. The County will not at any time insist upon or plead in
any manner whatsoever, or claim or {ake the benefit or advantage of, any stay or extension law
now or at any time hereafter in force that may affect the covenants and agreements contained in
this Trust Agreement or in the Certificates, and all benefit or advantage of any such law or laws
is hereby expressly waived by the County to the extent permitted by law.

Section 7.8. Federal Income Tax Covenamts. The County shall at all times do and
perform all acts and things permitted by law and this Trust Agreement that are necessary and
desirable in order to assure that interest paid on the Certificates will be excludable from gross
income for federal income tax purposes and shall take no action that would result in such interest
‘not being so excludable. Without limiting the generality of the foregoing, the County agrees to
comply with the provisions of the Tax Certificate. This covenant shall survive the defeasance or
payment in full of the Certificates.
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Secﬁon 7.9. Accounting Records and Financial Statements.

(A)  Accounting Records. The County will at all times keep, or cause to be kept,
proper books of record and account, prepared in accordance with generally accepted accounting
principles, in which complete and accurate entries shall be made of all transactions relating to the
Rental Payments. Such books of record and account shall be available for inspection by the
Trustee, upon request, at reasonable hours and under reasonable circumstances.

(B)  Financial Statements. The County will furnish the Trustee, not later than April 15
of each year, the finaneial statements of the County for the prior Fiscal Year, together with
(1) the report and opinion of an independent certified public accountant stating that the financial
statements have been prepared-in accordance with generally accepted accounting principles and
that such accountant’s examination of the financial statements was performed in accordance with -
penerally accepted auditing standards and (2) a Statement of the County certifying that, as of the
date of such Statement, no event that constitutes an Event of Default or that with the giving of
notice or:the passage of time or both would constitute an Event of Default has occurred and is
-continuing, or specifying the nature of such event and the actions taken and proposed to be taken
by the County to cure such default. The Trustee shall have no responsibility fo review any
financial information provided pursuant to this Section. :

Section 7.10. Further Assurances. The County will make, execute and deliver any and
all such instruments and assurances as may be reasonably necessary or proper to carry out the
“intention or to facilitate the performance of this Trust Agreement and for the better assuring and
confirming unto the Owners of the Certificates of the rights and beneﬁts provided in this Trust
Agreement.’ :

Section 7.11. Continuing BDisclosure. The County hereby covenants that 1t w111 comply
~ with and carry out all the provisions of the Continuing Dlsclosure Certificate. © ~ ="

ARTICLE S -
EVENTS OF DEFAULT AND REMEDIES OF OWNERS

Section 8 1. Events of Defau}llt The following events shall be Events of Default

(A)  Payment Default. Default in the due and punctual payment of any Rental Payment
when and as the same shall become due and payable;

~ (B)  Breach of Covenant. Default by the County in the observance or performance of
any covenant, condition, agreement, or provision in this Trust Agreement on its part to be
observed or performed, for a period of thirty (30) days after written notice, specifying such
failure and requesting that it be remedied, has been given to the County by the Trustee or the
Insurer, or for such additional time as is reasonably required to correct the same not in excess of
a total of ninety (90) days; and :

(C) ‘Faciliti.es Lease Default. An event of default as defined under the Facilities
Lease. ' -
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In determining whéther a default under Section 8.1(A) (Payment Default) has occurred,
no effect shall be given to payments made under the Policy.

Notwithstanding Section 8.1(B) (Breach of..Covenant), failure of thé County to comply
with the Continuing Disclosure Certificate (as required by Section 7.11 (Continuing Bisclosure))

shall not be considered an Event of Default. Nevertheless, any Participating Underwriter or any -

Beneficial Owner may take such actions as may be necessary and appropriate, including mandate
or specific performance by court order, to cause the County to comply with its obligations under
Section 7.11 (Continuing Disclosure).

Section 8.2. Remedies.

(A)  Remedies Under the Facilities Lease. If an Event of Default shall occur, then, and
in each and every such case during the continuance of such Event of Default, the Trustee or the
Owners of not less than a majority in aggregate principal amount represented by the Certificates
at the time Oufstanding may, upon notice in writing to the County, exercise the remedies
provided to the Corporation in the Facilities Lease; provided that nothing contained herein shail
affect or impair the right of action of any Owner to institute suit directly against the County to
enforce payment of the obligation evidenced and represented by such Owner’s Certificate.
Notwithstanding anything herein or.in the Facilities I.ease to the contrary, there shall be no right
to accelerate the Rental Payments or the maturities of the Certificates, or otherwise to declare
any Rental Payment or Certificate not then in default to be immediately due and payable.

(B)  Other Remedies. If an Event of Default shall occur, then, and in each and every
such case during the continuance of such Event of Default, the Trustee shall have the right:

(1) by mandamus or other action or proceeding or suit at law or in equity to

- enforce its rights against the Corporation or the County or any director, member, officer

*or employee thereof, and to compel the Corporation or the County or any such director,

- member, ofﬁc_er or employee to perform or carry out its or his or her duties under law and
- the agreements required to be performed by it or him or her contained herein;

(2) by suit in equity to enjoin any acts or things that are unlawful or violate
the rights of the Trustee or any Owner; or

(3) by suit in equity upon the happening of any event hereunder to require the
Corporation and the County and any directors, members, officers and employees thereof
to account as the trustee of an express trust.

Section 8.3.  Application of Money Collected.

(A)  If an Event of Default shall occur and be continuing, the Trustee shall apply all
funds then held: or thereafter received by the Trustee under any of the provisions of this Trust
Agreement (except as otherwise provided in this Trust Agreement) as follows and in the
following order:

(1) To the payment of any expenses necessary in the opinion of the Trustee to
protect the interests of the Owners of the Certificates, including the costs and expenses of
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the Trustee and the Owners in declaring such Event of Default, and payment of
reasonable fees and expenses of the Trustee (including reasonable fees and disbursements
of its counsel and other agents) incurred in and about the performance of its powers and
duties under this Trust Agreement;

2) To the payment of the whole amount of principal then due with respect to
the Certificates (upon presentation of the Certificates to be paid, and stamping thereon of
the payment if only partially paid, or surrender thereof if fully paid) subject to the
provisions of this Trust Agreement (including Section 7.5 (Extension of Time for
Payment of Certificates)), with interest on such principal, at the rate or rates of interest
with respect to the respective Certificates as follows:

(1) Unless the principal represented by all of the Certificates shall
have become due and payable,

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

Second: to the payment to the persons entitled thereto of all unpaid
principal represented by or Redemption Price of any Certificates that
shall have become due, whether at maturity or by call for redemption, in
the order of their due dates, and, if the amount available shall not be

sufficient to pay in full all the principal represented by the Certificates =~ -

due on any date, then to the payment thereof ratably, according to-the -
amounts of principal due on such date, to the persons entitled thereto,
without any discrimination or preference.

- (1) If the principal represented by all of the Certificates shall have
become due and payable, to the payment of the principal and interest then due and
unpaid with respect to the Certificates, and, if the amount available shall not be
sufficient to pay in full the whole amount so due and unpaid, then to the payment
thereof ratably, without preference or priority of principal over interest, or of
interest over principal, or of any installment of interest over any other installment
of interest, or of any Certificate over any other Certificate, according to the
amounts due respectively for principal and interest, to the persons entitled thereto
without any discrimination or preference.

(B)  Any discretion of the Trustee to apply moneys following an Event of Defauli shall
not permit the Trustee to fail fo liquidate investment obligations in the Certificate Fund and
Certificate Reserve Fund and apply amounts credited to such funds to the payment of debt
service on any Payment Date.
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Section 8.4. Trustee to Represent Owners. Upon the occurrence and continuance of
an Event of Default, the Trustee, upon the written request of the Owners of not less than twenty-
five percent (25%) in aggregate amount of principal represented by the Certificates then
Outstanding (provided that, if more than one such request is received by the Trustee from
Owners, the Trustee shall follow the written request executed by the Owners of the greatest
percentage of principal represented by the Certificates then Outstanding in excess of twenty-five
percent (25%)), and upon being indemnified to its satisfaction therefor, shall proceed to protect

or enforce its rights or the rights of such Owners by such appropriate action, suit, mandamus, or .

other proceedings as it shall deem most effectual to protect and enforce any such right, at law or
in equity, either for the specific performance of any covenant or agreement contained herein, or
in ajd of the execcution of any power herein granted, or for the enforcement of any other
appropriate legal or equitable right or remedy vested in the Trustee or in such Owners under this
Trust Agreement, or any applicable law.

Section 8.5. Restoration of Positions. In case any proceedings taken by the Trustee or
any one or more Owners on account of any Event of Default shall have been discontinued or
abandoned for any reason or shall have been determined adversely to the Trustee or the Owners,
then in every such case the County, the Trustee, and the Owners, subject to any determination in
such proceedings, shall be restored to their former positions and rights hereunder, severally and
respectively, and all rights, remedies, powers and duties of the County, the Trustee, and the
Owners shall continue as though no such proceedings had been taken. '

. Section 8.6. Rights and Remedies Cumulative. No right or remedy herein conferred

. upon or reserved to the Trustee or to the Owners of the Certificates is intended to be exclusive of
any other right or remedy, and every right and remedy shall, to the extent permitted by law, be
cumulative and in addition to every other right or remedy given hereunder or now or hereafter
existing at law or in equity or otherwise. The assertion or employment of any right or remedy

-.- hereunder, or otherwise, shall not prevent the concurrent assertion or employment of any other

appropriate right or remedy.

- Section 8.7. Delay or Omission Not Waiver. No delay or omission of the Trustee or
of any Owner of the Certificates to exercise any right or remedy accruing upon an Event of
Default shall impair any such right or remedy or constitute a waiver of any such Event of Default
or an acquiescence therein. Every right and remedy given by this Trust Agreement or by law to
the Trustee or to the Owners of the Certificates may be exercised from time to time, and as often
as may be deemed expedient, by the Trustee or by the Owners, as the case may be.

Section 8.8. Control by Owners. Anything in this Trust Agreement to the contrary
notwithstanding, the Owners of a majority in aggregate amount of principal represented by the
Certificates then Outstanding shall have the right, by an instrument or concurrent instruments in
writing executed and delivered to the Trustee and upon furnishing the Trustee with
indemnification satisfactory to it, to direct the method of conducting all remedial proceedings
taken by the Trustee hereunder, provided that such direction shall not be otherwise than in
accordance with law and the provisions of this Trust Agreement, that the Trustee may take any
other action deemed proper by the Trustee that is not inconsistent with such direction, and that
the Trustee shall have the right to decline to follow any such direction that in the opinion of the
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Trustee would be unjustly prejudicial to Owners not parties to such direction or might result in
personal liability for the Trustee.

" ARTICLE 9
THE TRUSTEE

Section 9.1. Appointment of Trustee. U.S. Bank National Association is hereby
appointed as Trustee under this Trust Agreement and hereby accepts the trust imposed upon it as
Trustee hereunder and to perform all the functions and duties of the Trustee hereunder, subject to
the terms and conditions set forth in this Trust Agreement.

Section 9.2. Certain Duties and Responsibilities.

(A)  When No Default is Continuing-. Prior to an Event of Default, and afier the curing
of all Events of Default that may have occurred,

(1)  Duties Limited to Those Specified. the Trustee undertakes to perform
such duties and only such duties as are specifically set forth in this Trust Agreement and
no implied covenants shall be read into this Trust Agreement against the Trustee;

2) Reliance on Documents. in the absence of bad faith on its part the Trustee
may conclusively rely, as to the truth of the statements and the correctness of the opinions
expressed therein, upon certificates or opinions furnished to the Trustee and conforming
to the requirements of this Trust Agreement; but in the case of any such certificates or
opintons that by any provision hereof are specifically required to be furnished to the

Trustee, the Trustee shall be under a duty to examine the same to determine whether or

not they conform to the requirements of the Trust Agreement.

(B) ° During Continuance of Default. During the existence of any Event of Default
(that has not been cured), the Trustee shall exercise such of the rights and powers vested in it by
this Trust Agreement, and use the same degree of care and skill in their exercise, as a reasonable
person would exercise or use under the circumstances in the conduct of such person’s own
~affairs.

(C)  Immunities of Trustee. No provision of this Trust Agreement shall be construed

to relieve the Trustee from liability for its own negligent action, its own negligent failure to act,
or its own willful misconduct, except that

(1) this Subsection shall not be construed to limit the effect of Subsection A
of this Section; .

(2) the Trustee shall not be liable for any error of judgment made in good faith
by a Responsible Officer of the Trustee, unless it shall be proved that the Trustee was
negligent in ascertaining the pertinent facts;

(3) the Trustee shall not be liable with respect to any action taken or omitted
to be taken by it in good faith in accordance with the direction of the Owners of not less
than a majority (or any lesser amount that may direct the Trustec under this Trust
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Agreement) in aggregate principal amount represented by the Certificates at the time
Outstanding relating to the time, method, and place of conducting any proceeding for any
remedy available to the Trustee, or exercising any trust or power conferred upon the
Trustee under this Trust Agreement; and

(4)  no provision of this Trust Agreement shall require the Trustee to expend
‘or risk its own funds or otherwise incur any financial liability in the performance or
exercise of any of its duties hereunder, or in the exercise of its rights or powers, if it shall
have reasonable grounds for believing that repayment of such funds or adequate
indemnity against such risk or liability is not reasonably assured to it.

(D) Immunities Applicable to All Provisions of Trust Agreement. Whether or not
therein expressly so provided, every provision of this Trust Agreement relating to the conduct or
affecting the liability of or affording protection to thc Trustee shall be subject to the provisions of
this Article 9 (The Trustee).

Section 9.3. Notice of Defaults. Within 45 days after the occurrence of any Event of
Default hereunder, the Trustee shall transmit by mail to all Owners of Certificates as their names
and addresses appear on the Certificate Register notice of such default hereunder known to the
Trustee, unless such default shall have been cured or waived, provided, however, that, except in
the case of a default in.the payment.of the principal (or premium, if any) or interest represented
- by any Certificate or in the payment of any sinking fund installment, the Trustee shall be
protected in. withholding such notice if and so long as the board of directors, the executive
committee, or a trust committee of directors and/or Rcspons1blc Officers of the Trustee in good .
faith determine that the withholding of such notice is in the interests of the Owners; and provided
further that in the case of any default of the character specified in Section 8.1(B) (Events of
Default — Breach. of Covenant) 1no such notice to Owners shall be given until at least 30 days
after the occurrence thcreof For purposes of this Section, the term “default” means any event
that is, or after notice or lapse of time or both would become, an Event of Default.

Section 9.4. . Certain Rights of Trustee; Liability of Trustee. Except as otherwise
provided in Section 9.2 (Certain Duties and Responsibilities):

(A)  Reliance on Documents Believed Genuine. The Trustee may rely and shall be
protected in aeting or refraining from acting upon any resolution, certificate, statement,
instrument, opinion, report, notice, request, requisition, consent, order, bond, note, or other paper
or document believed by it to be genuine and to have been signed or presented by the proper
party or parties;

(B)  Documentation of County’s Directions. Any request or direction of the County
mentioned herein shall be sufficiently evidenced by a Certificate, Slatcment Request,
Requisition, or Order of the County;

(C)  Reliance on County Statement. Whenever in the administration of the trusts
imposed upon it by this Trust Agreement the Trustee shall deem it necessary or desirable that a
matter be proved or established prior to taking, suffering, or omitting any action hereunder, the
Trustee (unless other evidence in respect thereof be herein specifically prescribed) may, in the
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absence of bad faith on its part, rely upon a Statement of the County, but in its discretion the
~ Trustee may, in lieu thereof, accept other evidence of such matter or may require such additional
evidence as to it may seem reasonable;

(D) Reliance on Adyvice of Counsel. The Trustee may consult with counsel,
mcludmg, without limitation, counsel of or to the County, and the written advice of such counsel
or any Opinion of Counsel shall be full and complete authorization and protection in respect of
any action taken, suffered, or omitted by the Trustee hereunder in good faith and in reliance
thereon; :

(E)  Security for Costs. The Trustee shall be under no obligation to exercise any of the
rights or powers vested in it by this Trust Agreement at the request, order or direction of any of
the Owners pursuant to the provisions of this Trust Agreement, including, without limitation, the
provisions of Article 8 (Events of Default and Remedies of Owners) hereof, unless such Owners
shall have offered to the Trustee security or indemnity satisfactory to it against the costs,
expenses and liabilities that may be incurred therein or thereby.

(F)  Investigation of Factual Matters. The Trustee shall not be bound to make any
1nvest1gat10n into the facts or matters stated in any resolution, certificate, statement, instrument,
opinion, report, notice, request, direction, consent, order, bond, debenture, coupon or other paper
or document, but the Trustee, in its discretion, may make such further inquiry or investigation
into such facts or matters as it may see fit, and, if the Trustec shall determine to make such
further inquiry or investigation, it shall be entitled to examine the books, records and premises of
the County, personally or by agent or attorney.

(G)  Performance of Duties by Agents. The Trustec may execute any of the trusts or
powers hereof and perform the duties required of it hereunder by or through attorneys, agents, or
receivers, and.-shall be entitled to.advice of counsel concerning all matters of trust and its duty
hereunder, but the Trustee shall be answerable for the negligence or misconduct of any such
attorney-in-fact, agent, or receiver selected by it; provided that the Trustee shall not be
answerable for the negligence or misconduct of any attorney-in-law or certified public
accountant selected by it with due care.

(H) Knowledge of Event of Default. The Trustee shall not be deemed to have
knowledge of, and shall not be required to take any action with respect to, any Event of Default
other than an Event of Default described in Section 8.1(A) (Events of Default — Payment
Default) unless a Responsible Officer of the Trustee shall have actual knowledge of such event.

Section 9.5. Trustee Not Responsible for Recitals, Validity of Certificates, or
Application of Proceeds.

(A)  Trustee Makes No Representations. The recitals of facts herein and in the
Certificates contained shall be taken as statements of the County, and the Trustee assumes no
responsibility for the correctness of the same. The Trusiee makes no representations as to the
- validity or sufficiency of this Trust Agreement or of the Certificates, as to the sufficiency of the
Rental Payments or the priority of the lien of this Trust Agreement thereon, or as to the financial
or technical feasibility of any project and shall not incur any responsibility in respect of any such
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matter, other than in connection with the duties or obligations expressly herein or in the
Certificates assigned to or imposed upon it.

_ (B)'  Trustee Not Responsible for County’s Use of Certain Moneys and Other Actions.
The Trustee shall not be responsible for:

(1)  the application or handling by the County of any moneys transferred to or
pursuant to any Requisition or Request of the County in accordance with the terms and
conditions hereof;

(2) the application and handling by the County of any fund or account
designated to be held by the County hereunder;

(3)  any error or omission by the County in making any computation or giving
any instruction pursuant to the Tax Certificate and the Trustee may rely conclusively on
any computations or instructions furnished to it by the County in connection with the
requirements of the Tax Certificate;

(4)  the construction, operation, or maintenance of any project or Demised
Premises by the County.

Section 9.6. Trustee May Hold Certificates. The Trustee and its. directors, officers,

. employees or agents may in good faith buy, sell, own, hold and deal in any of the Certificates
and may join in any action which any Owner of a Certificate may be entitled to take, with like
effect as if the Trustee was not the Trustee under this Trust Agreement. The Trustee may in
good faith hold any other form of indebtedness. of the County, own, accept or negotiate any
drafts, bills of exchange, acceptances or obligations of the County and make disbursements for
the County and enter into any commercial or business arrangement therewith, without limitation.

Section 9.7. Compensation and Indemnification of Trustee. As Additional
Payments under the Facilities Lease, the County agrees

(A) Compensation. to pay to the Trustee from time to time reasonable compensation
for all services rendered by it hereunder;

(B)  Reimbursement. except as otherwise expressly provided herein, to reimburse the

Trustee upon its request for all reasonable expenses, disbursements, and advances incurred or

made by the Trustee in accordance with any provision of this Trust Agreement (including the

* reasonable compensation” and the expenses and disbursements of its agents and counsel

(including internal counsel)), except any such expense, disbursement, or advance as be
attributable to the Trustee’s negligence or willful misconduct; and

(C) ~Indemnification. to indemnify the Trustee for, and to hold it harmless against,
any loss, liability, or expense incurred without negligence or willful misconduct on its part,
arising out of or in connection with the acceptance or administration of the trusts created hereby,
including the costs and expenses (including attorneys’ fees) of defending itself against any claim
or liability in connection with the exercise or performance of any of its powers or duties
hereunder.
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The rights of the Trustee and the obligations of the County under this Section shall
survive the discharge of the Certificates and this Trust Agreement. -

Section 9.8. Corporate Trustee Reqguired; Eligibility. There shall at all times be a
Trustee hereunder, which shall be a federally chartered savings association or institution, trust
company, or bank having the powers of a trust company authorized to do business in the State,
having a combined capital, surplus, and undivided profits of at least fifty million dollars
($50,000,000), and subject to supervision or examination by federal or state authority. If such
federally chartered savings association or institution, bank, or trust company publishes a report
of condition at least annually, pursuant to law or to the requirements of any supervising or
examining authority, then for the purpose of this Section the combined capital and surplus of
such federally chartered savings association or institution, bank, or trust company shall be
deemed to be its combined capital and surplus as set forth in its most recent report of condition
so published. If at any time the Trustee shali cease to be eligible in accordance with the
provisions of this Section, the Trustee shall resign immediately in the manner and with the effect
speCIﬁed in this Article.

Sectiun 9.9, Removal and Resignation; Appointment of Successor.

(A)  Effectiveness of Resignation or Removal. No removal or resignation of the
Trustee and appointment of a successor Trustee pursuant to this Article shall become effective
until the acceptance of appointment by the successor Trustee under Section 9.10 (Acceptance of
Appoiniment by Successor).

(B)  Trustee’s Right to Resign. The Trustee may resign at any time by giving written
notice of such resignation to the County and by giving the Owners notice of such resignation by
‘mail at the addresses shown on the Certificate Register. If an instrument of acceptance by a
successor Trustee shall not have been delivered to the. Trustee within thirty (30) days after the
giving of such notice of resignation, the resigning Trustee may petition any court of competent
jurisdiction for the appointment of a successor Trustee, and such court may thereupon, after such
notice (if any) as it may deem proper, appoint such successor Trustee.

(C)  County’s Right to Remove Trustee. The County may remove the Trustee at any
time, unless an Event of Default shall have occurred and then be continuing, by giving written
notice of such removal to the Trustee.

time,

(1) requested to do so by an instrument or concurrent instruments in writing
signed by the Owners of not less than a majority in aggregate amount of principal
represented by the Certificates then QOutstanding (or their atiomeys duly authorized in
writing)

(2) the Trustee shall cease to be eligible in accordance with Section 9.8
(Corporate Trustee Required; Eligibility) and shall fail to resign after written request
therefor by the County, or

52
8686913 [11863.002)

(D)  Mandatory Removal of Trustee. The County shall remove the Trustee if at any

PRI



LT

(3) the Trustee shall become incapable of acting or shall be adjudged a
bankrupt or insolvent or a receiver of the Trustee or of its property shall be appointed or
any public officer shall take control or charge of the Trustee or of its property or affairs
for the purpose of rehabilitation, conservation, or liquidation,

in each case by giving written notice of such removal to the Trustee.

(E)  Appointment of Successor. If the Trustee shall resign, be removed, or become
incapable of acting, or if a vacancy shall occur in the office of Trustee for any cause, the County
- shall promptly appoint a successor Trustee by an instrument in writing. If no successor Trustee
shall have been so appointed by the County and accepted appointment in the manner hereinafter
provided within 30 days after such resignation, removal, or incapability or the occurrence of such
vacancy, the Owners may, by an instrument or instruments signed by the Holders of a majority in
principal amount represented by the Certificates, appoint a successor Trustee, or any Owner (on
behalf of himself and all other Owners) may petition any court of competent jurisdiction for the
appointment of a successor Trustee, and such court may thereupon, after such notice (if any) as it
may deem proper, appoint such successor Trustee.

(F)  Performance of Duties by Chief Business Official. If, by reason of the judgment
of any court, the Trustee or any successor Trustee is rendered unable to perform its duties
hereunder, and if no successor Trustee be then appointed, all such duties and all of the rights and
powers of the Trustee hereunder shall be assumed by and vest in the Chief Business Official, or
designee, of the County in trust for the benefit of the Owners.

(G) Notice of Removal or Resignation. The County shall give notice of each
resignation and each removal of the Trustee and each appointment of a successor Trustee by
mailing written notice of such event by first-class mail, postage prepaid, to the Owners as their
names and addresses appear in the Certificate Register. Each notice shall include the name of
the successor Trustee and the address of its principal corporate trust office. If the County fails to
‘mail such notice within fifteen (15) days after acceptance of appointment by the successor
Trustee, the successor Trustee shall cause such notice to be mailed at the expense of the County.

Section 9.10. Acceptance of Appointment by Successor. Any successor Trustee
appointed under this Trust Agreement shall execute and deliver to the County and to its
predecessor Trustee an instrument accepting such appointment, and thereupon such successor
Trustee, without any further act, deed, or conveyance, shall become vested with all the moneys,
rights, powers, trusts, and duties of the predecessor Trustee; but, at the Request of the County or
the request of the successor Trustee, the predecessor Trustee shall, upon payment of its charges,
execute and deliver an instrument conveying and transferring to the successor Trustee all the
right, title, and interest of such predecessor Trustee in and to any property held by it under this
Trust Agreement and shall duly assign, transfer, and deliver to the successor Trustee all property
and money held by the predecessor Trustee hereunder. Upon request of any successor Trustee,
the County shall execute and deliver any and all instruments as may be reasonably required for
more fully and certainly vesting in and confirming to such successor Trustee all such moneys,
properties, rights, powers, trusts, and duties.
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Section 9.11. Merger or Consolidation. Any company or entity into which the Trustee
may be merged or converted or with which it may be consolidated or any company or entity
resulting from any merger, conversion, or consolidation to which it shall be a party or any
company or entity to which the Trustee may sell or transfer all or substantially all of its corporate
trust business, provided such company or entity shall be eligible under Section 9.8 (Corporate
Trustee Required; Eligibility), shall be the successor to such Trustee without the execution or
filing of any paper or any further act, anything herein to the contrary notwithstanding. In case
any Certificates shall have been executed, but not delivered, by the Trustee then in office, any
successor by merger, conversion, or consolidation to such executing Trustee may adopt such
execution and deliver the Certificates so executed with the same effect as if such successor
Trustee had itself executed such Certificates.

Section 9.12. Preservation and Inspection of Documents. So long as any of the

. Certificates are Outstanding, all documents received by the Trustee under the provisions of this

Trust Agreement shall be retained in its possession and shall be subject at all reasonable times to

~ the inspection of the County and any Owner, and their agents and representatives duly authorized
in writing, at reasonable times and under reasonable conditions. '

ARTICLE 10
MODIFICATION OR AMENDMENT OF THIS TRUST AGREEMENT

Section 10.1. Supplemental Trust Agreements Without Consent of Owners. This
-Trust Agreement and the rights and obligations of the County, of the Trustee, and of the Owners
of the Certificates may be modified or amended from time to time and at any time by a
“Supplemental Trust Agreement, which the County, the Corporation, and the Trusteec may enter
into without the consent of any Owners but only to the extent permitted by law and only for any

.- One or more of the following purposes:

_ : (A) Additional Security: to add to the covenants and agreements of the County
contained in this Trust Agreement other covenants and agreements thereafter to be observed, to

pledge or assign additional security for the Certificates (or any portion thereof), or to surrender
any right or power herein reserved to or conferred upon the County;

{(B)  Curative Provisions: to make such provisions for the purpose of curing any
ambiguity, inconsistency, or omission, or of curing or correcting any defective provision,
contained in this Trust Agreement, or in regard to matters or questions arising under this Trust
Agreement, or to make any other revisions or additions to this Trust Agreement as the County
may deem necessary or desirable, and that shall not materially and adversely affect the interests
of the Owners of the Certificates; :

(C)  Trust Indenture Act Qualification: to modify, amend, or supplement this Trust
Agreement in such manner as to permit the qualification hereof under the Trust Agreement Act
of 1939, as amended, or any similar federal statute hereafter in effect, and to add such other

- terms, conditions, and provisions as may be permitied by said act or similar federal statute, and
that shall not materially and adversely affect the interests of the Owners of the Certificates;
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(D)  Redemption Notification: to modify or supplement the procedures for giving
notice of redemption of Certificates in order to comply with regulations promulgated by the
United States Securities and Exchange Commission;

(E) . Credit Enhancement: to make modifications or adjustments necessary,
appropriate, or desirable to accommodate credit enhancements including letters of credit and
insurance policies delivered with respect to the Certificate Reserve Fund;

(F)  Book-Entry Modifications: to amend, modify, or eliminate the book-entry
registration system for the Certificates;

(G)  Preservation of Tax-Exemption: to make such provisions as are necessary or
appropriate to ensure the exclusion of interest represented by the Certificates from gross income
for purposes of federal income taxation; and

(H) No Material Effect: for any other purpose that does not materially and adversely
affect the interests of the Owners of the Certificates.

Section 10.2. Supplemental Trust Agreements With Consent of Owners or Credit
Enhancers. ' '

(A} Majority Consent. This Trust Agreement and the rights and obligations of the
- County, the Owners of the Certificates, and the Trustee may be modified or amended from time
to time and af any time by a Supplemental Trust Agreement, which the County, the Corporation; -
and the Trustee may enter imnto with the written consent of the Owners of a majority in aggregate
amount of principal represented by the Certificates then Outstanding shall have been filed with
 the Trustee; provided that, if such modification or amendment will, by its terms, not take effect
so long as any Certificates of any particular maturity remain Qutstanding, the consent-of the -
Owners of such Certificates shall not be required and such Certificates shall not be deemed 106& ™
Outstanding for the purpose of any calculation of Certificates Outstanding under this Section. -

(B)  Consent of Credit Enhancer. This Trust Agreement and the rights and obligations
of the County and of the Owners of the Certificates and of the Trustee may also be modified or
amended at any time by a Supplemental Trust Agreement entered into by the County, the
Corporation, and the Trustee, which shall become binding when the written consents of each
provider of a letter of credit or a policy of bond insurance for the Certificates shall have been
filed with the Trustee, provided that at such time the payment of all the principal and interest
represented by all Cutstanding Certificates shall be insured by a policy or policies of municipal
bond insurance or payable under a letter of credit the provider of which shall be a financial
* institution or association having unsecured debt obligations rated, or insuring or securing other
debt obligations rated on the basis of such insurance or letters of credit, in one of the two highest
Rating Categories of Moody’s and Standard & Poor’s.

(C) Limitations. No such modification or amendment shall (1) extend the fixed
maturity of any Certificate, or reduce the amount of principal represented thereby, or extend the
time of payment or reduce the amount of any Mandatory Sinking Account Payment provided for
the payment of any Certificate, or reduce the rate of interest with respect thereto, or extend the
time of payment of interest represented thereby, or reduce any premium payable upon the

55
8686913 [11863.002]



redemption thereof, without the consent of the Owner of each Certificate so affected, or (2)
reduce the aforesaid percentage of principal the consent of the Owners of which is required to
effect any such modification or amendment, or permit the creation of any lien on the Rental
Payments and other assets pledged under this Trust Agreement prior to or on a parity with the
lien created by this Trust Apreement, or deprive the Owners of the Certificates of the lien created
by this Trust Agreement on such assets (in each case, except as expressly provided in this Trust
Agreement), without the consent of the Owners of all of the Certificates then Outstanding,

(D)  Form of Consent. It shall not be necessary for the consent of the Owners to
approve the particular form of any Supplemental Trust Agreement, but it shall be sufficient if
such consent shall approve the substance thereof.

(E) Notice. Promptly after the execution and delivery by the Trustee, the
Corporation, and the County of any Supplemental Trust Agreement pursuant to this Section, the
Trustee shall mail a notice, setting forth in general terms the substance of such Supplemental
Trust Agreement to the Owners of the Certificates at the addresses shown on the Certificate
Register. Any failure to give such notice, or any defect therein, shall not, however, in any way
impair or affect the validity of any such Supplemental Trust Agreement.

Section 10.3. Execution of Supplemental Trust Agreements. In executing, or
accepting the additional trusts created by, any Supplemental Trust Agreement permitted by this
Article or the modification thereby of the trusts created by this Trust Apreement, the Trustee
shall be entitled to receive, and, subject to Section 9.2 (Certain Duties and Responsibilities), shall
be fully protected in relying upon, an Opinion of Counsel stating that the execution of such
Supplemental Trust Agreement is authorized or permitted by this Trust Agreement. The Trustee
may, but shall not be obligated to, enter into any such Supplemental Trust Agreement that affects
the Trustee’s own rights, duties, or immunities under this Trust Agreement or otherwise.

Section 10.4. Effect of Supplemenial Trust Agreement. From and after the time any
Supplemental Trust Agreement becomies effective pursuant to this Article, this Trust Agreement
shall be deemed to be nodified and amended in accordance therewith, and the respective rights,
duties, and obligations under this Trust Agreement of the County, the Trustee, and all Owners of
Certificates Outstanding shall thereafter be determined, exercised, and enforced hereunder
subject in all respects to such modification and amendment, and all the terms and conditions of
~ any such Supplemental Trust Agreement shall be deemed to be part of the terms and conditions
of this Trust Agreement for any and all purposes.

Section 10.5. Endorsement _of Certificates; Preparation of New Certificates.
Certificates delivered after any Supplemental Trust Agreement becomes effective pursuant to
. this Article may, and if the Trustee so determines shall, bear a notation by endorsement or
otherwise in form approved by the County and the Trustee as to any modification or amendment
provided for in such Supplemental Trust Agreement, and, in that case, upon demand of the
- Owner of any Certificate Outstanding at the time of such execution and presentation of his
Certificate for such purpose at the Corporate Trust Office or at such additional offices as the
Trustee may select and designate for that purpose, a suitable notation shall be made on such
Certificate. If the Supplemental Trust Agreement shall so provide, new Certificates so modified
as to conform, in the opinion of the County and the Trustee, to any modification or amendment
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contained in such Supplemental Trust Agreement, shall be prepared and executed by the Trustee
and, upon demand of the Owners of any Certificates then Quistanding and upon surrender for
cancellation of such Certificates, shall be exchanged at the Corporate Trust Office, without cost
to any Owner, for Certificates then Outstanding in equal aggregate principal amounts of the same
tenor and maturity.

Section 10.6. Amendment of Particular Certificates. The provisions of this Article
shall not prevent any Owner from accepting any amendment as to the particular Certlﬁcates held
by him, provided that due notation thereof is made on such Certificates.

ARTICLE 11
MUNICIPAL BOND INSURANCE

Section 11.1. Rights of the Insurer. (A) Particular Rights of the Insurer. Unless the
Policy is no longer in effect, or the Insurer asserts that the Policy is not in effect, or the Insurer is
in default with respect to its payment obligations thereunder, or the Insurer shall have provided
written notice that it waives its rights hereunder, the following provisions shall be in effect and
shall govern, notwithstanding anything to the contrary set forth in this Trust Agreement:

(1) Insurer Deemed Qwner. The Insurer shall be deemed to be the sole Owner -
of the Certificates insured by it for the purpose of exercising any voting right or privilege
or giving any consent or direction or taking any other action that the Owners of the
Certificates insured by it are entitled to take pursuant to Article 8 (Events of Default and
Remedies of Owners). The Insurer shall be entitled to (i) notify the County, the Trustee,
or any applicable receiver of the occurrence of an Event of Default, and (ii) request the
Trustee or receiver to intervene in judicial proceedings that affect the Certificates or the
security therefor. - The Trustee or receiver shall accept notice of default from the Insurer.

@) Conisent 0 Amendrhents; Notice of Amendments. Any amendment or
supplement to the Trust ‘Agreement, the Facilities Lease, or the Ground Lease shall be
subject to the prior written consent of the Insurer, and notice and a copy thereof shall be
sent to each rating agency then rating the Certificates at least fifteen (15) days prior to its
execution or adoption.

(3)  Third-Party Beneficiary. The Insurer shall be deemed a third-party
beneficiary of this Trust Agreement.

Sectiom 11.2. Payments Under the Policy. (A) I, on the third day preceding any
Interest Payment Date, there is not on deposit with the Trustee sufficient moneys available to pay
all principal and interest with respect to the Certificates due on such date, the Trustee shall
immediately notify the Insurer and U.S. Bank Trust National Association, New York, New York,
or its successor as its Fiscal Agent (the “Fiscal Agent”) of the amount of such deficiency. If, by
said Interest Payment Date, the County has not provided the amount of such deficiency, the
Trustee shall simultaneously make available to the Insurer and to the Fiscal Agent the
registration books for the Certificates maintained by the Trustee. In addition:

(1) The Trustee shall provide the Insurer with a list of the Owners entitled to
receive principal or interest payments from the Insurer under the terms of the Policy and
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shall make arrangements for the Insurer and its Fiscal Agent (1) to mail checks or drafts
to Owners entitled to receive full or partial interest payments from the Insurer, and (2) to
pay principal represented by the Certificates surrendered to the Fiscal Agent by the
Owners entitled to receive full or partial principal payments from the Insurer; and

(2) The Trustee shall, at the time it makes the registration books available to
the Insurer pursuant to (1) above, notify Owners entitled to receive the payment of
principal or interest with respect to the Certificates from the Insurer (i) as to the fact of
such entitlement, (ii) that the Insurer will remit to them all or part of the interest
payments coming due subject to the terms of the Policy, (iii) that, except as provided in
paragraph (B) below, in the event that any Owner is entitled to receive full payment of
principal from the Insurer, such Owner must tender his Certificate with the instrument of
transfer in the form provided on the Certificate executed in the name of the Insurer, and
(iv) that, except as provided in paragraph (B) below, in the event that such Owner is
entitled to receive partial payment of principal from the Insurer, such Owner must tender
his Certificate for payment first to the Trustee, which shall note on such Certificate the
portion of principal paid by the Trustee, and then, with an acceptable form of assignment
executed in the name of the Insurer, to the Fiscal Agent, which will then pay the unpald
portlon of prmclpai to the Owner subject to the terms of the Policy.

(B) In the event that the Trustee has notice that any payment of principal or interest
with respect to a Certificate has been recovered from an Owner pursuant to the United States
Bankruptcy Code by a trustee in bankruptcy in accordance with the final, nonappealable order of
a court having competent jurisdiction, the Trustee shall, at the time it provides notice to the
Insurer, notify--all Owneis that in the event that any Owner’s payment is so recovered, such
Owner will be entitled to payment from the Insurer to the extent of such recovery, and the
Trustee shall furnish to the Insurer its records evidencing the payments of principal and interest
with respect to the Certificates that have been made by the Trustee and subsequently recovered
from Owners, and the dates on which such payments were made.

(C)  The Insurer shall, to the extent it makes payment of principal or interest with
respect to the Certificates, become subrogated to the rights of the recipients of such payments in
accordance with the terms of the Policy and, to evidence such subrogation, (1) in the case of
subrogation as to claims for past due interest, the Trustee shall note the Insurer’s rights as
subrogee on the registration books maintained by the Trustee upon receipt from the Insurer of
proof of the payment of interest with- respect thereto to the Owners of such Certificates, and
(2) in the case of subrogation as to claims for past due principal, the Trustee shall note the
Insurer’s rights as subrogee on the registration books for the Certificates maintained by the
Trustee upon receipt of proof of the payment of principal with respect thereto to the Owners of
such Certificates. Notwithstanding anything in this authorizing document or the Certificates to
the contrary, the Trustee shall make payment of such past due interest and past due pr1n01pal
directly to the Insurer to the extent that the Insurer is a subrogee with respect thereto.

Seetionm 11.3. ]Paymmits by County to the Imsurer. The County shall pay or reimburse
the Insurer any and all charges, fees, costs, and expenses that the Insurer may reasonably pay or
incur in connection with (1) the administration, enforcement, defense, or preservation of any
rights or security under this Trust Agreement, the Ground Lease, or the Facilities Lease, (ii) the
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pursuit of any remedies under this Trust Agreement, the Ground Lease, or the Facilities Lease, or
otherwise afforded by law or equity, (iii) any amendment, waiver, or other action with respect to
or related to this Trust Agreement, the Ground Lease, or the Facilities Lease, whether or not
executed or completed, (iv) the violation by the County of any law, rule, or regulation, or any
judgment, order, or decree applicable to it, (v) any advances or payments made by the Insurer to
cure defaults of the County under this Trust Agreement, the Ground Lease or the Facilities
Lease, or (vi) any litigation or other dispute in connection with this Trust Agreement, the Ground
Lease, or the Facilities Lease, or the transactions contemplated hereby or thereby, other than
amounts resulting from the failure of the Insurer to honor its obligations under the Policy. The
Insurer may charge a reasonable fee as a condition to executing any amendment, waiver, or
consent proposed in respect of this Trust Agreement, the Ground Lease, or the Facilities Lease.
The obligations of the County to the Insurer shall survive discharge and termination of the
Facilities Lease. |

Section 11.4. Delivery of Notices and Information to the Insurer. (A) Notices to be
Provided by Trustee. While the Policy is in effect, the Trustee shall furnish to the Insurer:

(D Notice of Default. Notice of any payment default within twenty-four
hours and notice of any other default known to the Trustee within thirty (30) days after
knowledge thereof. .

(2)  Draws on Certificate Reserve Fund; Valuation Deficiencies. (a) Notice of
any draw upon the Certificate Reserve Fund other than (i) withdrawals of amounts in
excess of the Certificate Reserve Requirement and (ii) withdrawals in connection with a
refunding of Certificates and (b} notice of any deficiency due to market fluctuation in the
amount, if any, on deposit in the Certificate Reserve Fund.

, (3.) ‘Redemptions, Notice (_)f the redemption, other than a mandatory sinking
fund redemption, of any of the Certificates, or of any advance refunding of- the
Certificates, including the principal amount, maturities, and CUSIP numbers thereof.

~ (B) Notices and Documents to be Provided by County.” While the Policy is in effect,
the County shall furnish to the Insurer:

{1 Notices of Material Events. Notice of any material events pursuant to
Rule 15¢2-12 of the Securities Exchange Act of 1934, as amended.

(2) Audited Financial Statements and Budget. Not later than 120 days after
the end of each I'iscal Year, the budget for the succeeding fiscal year, audited financial
statements for the prior Fiscal Year, and a statement of the amount on deposit in the
Certificate Reserve Fund as of the last valuation.

(3) Transcript of Amendments. A full original transcript of all proceedings
relating to the execution of any amendment or supplement to this Trust Agreement, the
Ground Lease, or the Facilities Lease. .

(4) Change in Trustee, Notice of the resignation or removal of the Trustee
and the appointment of, and acceptance of duties by, any successor thereto.
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7 (5) - Notices of Rating Downgrades. Notice of the downgrading by any rating
agency of the County’s underlying pubhc rating, or the underlymg ratmg .on the
Certificates, to “non-investment grade.” :

(6) Disclosure Documents. The Official Statement or other disclosure
document, if any, prepared in connection with the issuance of additional debt, whether or
not it is on parity with the County’s obligations under the Facilities Lease.

(7 Additional Information. Such additional information as the Insurer may
reasonably request from time to time.

(C)  Addresses for Notices. The notice address of the Insurer is:

Financial Guaranty Insurance Company
125 Park Avenue

New York, NY 10017

Attention: Risk Management

The notice address of the Insurer’s Fiscal Agent is:

U.S. Bank Trust National Association
100 Wall Street, 19" Floor

New York, New York 10005

Attention: Corporate Trust Department

IN WITNESS WHEREQF, the parties hereto have executed this Trust Agreement by
their officers thereunto duly authorized as of the day and year first written above.

U.S. BANK NATIONAL ASSOCIATION, as trustee

Auﬂ‘iorized Officer
Mo

COUNTY OF CALAVERAS

By:

Brent Harrington, Interim
County Administrative Officer
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(5)  Notices of Rating Downgrades. Notice of the downgrading by any rating
agency of the County’s underlying public rating, or the underlying rafing on the
Certificates, to “non-investment grade.” .

(6) Disclosure Documents. The Official Statement or other disclosure
document, if any, prepared in connection with the issuance of additional debt, whether or
not it is on parity with the County’s obligations under the Facilities Lease. -

(7)  Additional Information. Such additional information as the Insurer may
reasonably request from time to time.

(Cy  Addresses for Notices.. The notice address of the Insurer is:

Financial Guaranty Insurance Company
125 Park Avenue

New York, NY 10017

Attention: Risk Management

The notice address of the [nsurer’s Fiscal Agent is:

U.S. Bank Trust National Association
100 Wall Street, 19" Floor

New York, New York 10005

Attention: Corporate Trust Department

IN WITNESS WHEREOF, the parties hereto have executed this Trust Agreement by

their officers thereunto duly authorized as of the day and year first written above.

U.S. BANK NATIONAL ASSOCIATION; as trustee

By:

Authorized Officer

COUNTY OF CALAVERAS

S AN

Brent Harrmg n, Interim
County Admin %tra‘nve Officer
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PUBLIC PROPERTY FINANCING CORPORATION
OF CALIFORNEA
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