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UNITED STATES OF AMERICA
: BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION
California Independent System } Docket No. ES07-___ -000
Operator Corporation

CALIFORNIA INDE.PENDENT SYSTEM OPERATOR CORPORATION’S
APPLICATION UNDER SECTION 204 OF THE FEDERAL POWER ACT FOR
AN ORDER AUTHORIZING THE ISSUANCE OF SECURITIES

Pursuant to Section 204 of the Federal Power Act, 16 U.S.C. § 824¢
(2000), and Part 34 of the regulations of the Federal Energy Regulatory
Commission (‘FERC” or “Commission”), 18 C.F.R. Part 34 (2006), the California
Independent System Operator Corporation (*ISO”) files this application for a
Commission order authorizing the ISO to issue bonds in an amount not to
exceed $60 million.’

L BACKGROUND AND REASONS FOR THIS APPLICATION TO ISSUE
NEW DEBT

A. The Issuance of New Bonds

The purposes of the proposed bond issuance contemplated by the ISO
are to provide funding for projected capital expenditures through 2007 and
certain “carryover” project expenditures in early 2008, and to provide funding for

the establishment of a debt service reserve fund (“DSRF”).

! The Commission has previously accepied the applications that the SO has submitted for
authorization to issue bonds. See California Independent System Operator Corparation, 109
FERC ] 62,138 (2004) (autherizing the ISO to issue bonds in an amount up to $127 million};
California independent System Operator Corporation, 90 FERC ¥ 62,088 (2000) (authorizing the
ISC {o issue bonds in an amount up to $295 million); California Independent System Operafor
Corporation, 83 FERC ¥ 62,039 (1998) (amending earlier letter order to authorize the SO to
issue bonds in the amount of $310 million}; California independent System Operator Corporation,
81 FERC 1] 62,220 {1997) (authorizing the 1SC to issue bonds in an amount up to $260 million).



The I1SO currently projects that approximately $52 million of the proposed
bond funding is required to meet capital expenditure needs into 2008. The
balance of the total proceeds from the offering would be used to pay issuance
costs and 2007 capitalized interest costs ($2 million) and establish a DSRF of $6
million.2 These amounts total $60 million, the anticipated issuance amount.

1. Capital Expenditure Funding Needs

in December 2006, the ISO Governing Board approved a project plan,
including a schedule and budget, which provides for the completion of the 1ISO's
Market Redesign and Technology Upgrade ("MRTU") project. This $189 million
project has already been partially funded through Grid Management Charge
("GMC") rates collected during 2002-2004, in the amount of $47 million, and
through $92 million in bond funding from an issuance in December 2004. An
additional $50 million in funding for MRTU is required for 2007-2008. The project
is to be operational by January 31, 2008 for the February 1, 2008 trade date.

The proposed issuance would also provide funding for other capital
projects that the 1SO anticipates undertaking during 2007 and 2008. The ISO
has budgeted approximately $7.5 million for capital projects, other than MRTU.

A list of potential capital projects under consideration by the 1SO for completion in
2007 waé posted to the ISO’s website on December 7, 2006. That list of
potential capital projects is provided in Exhibit H to the present filing.® The $2

million in funding for 2007/2008 will fund a subset of the projects listed or other

z Exhibit G to the present filing contains a financial summary,' prepared by Banc of America

Securities LLC, of the terms of the proposed bond offering for which Commission approval is
sought herein.



unforeseen projects. Cumulatively, the ISO estimates that the MRTU (through
2008) and other projects through 2008 will require $52 million in bond funding
($50 million for MRTU plus $2 million for other capital projects).
2, The DSRF

The 1SO proposes to establish a DSRF in the amount of $6 million which
would be available to pay debt service in the event of financial difficulties
affecting the 1ISO. A DSREF is considered necessary to interest bond investors in
the proposed bond offering and is traditional in municipal “revenue bond” (as
opposed to general obligation bond) financings. The ISO is advised by its
financial advisor that a DSRF will very likely be required for an insurer to consider
insuring any new ISO bonds. The ISO proposes to fund the DSRF from the
proceeds of the new bond offering. The $6 million in the DSRF will be used to
meet final year principal amortization payments, and earnings on the DSRF until
then will be used to offset bond interest expense,

3. Anticipated Terms of New Bonds

The ISO anticipates the issuance of variable rate demand bonds with a
term of six years to meet these funding needs. The proposed amortization
schedule for the bonds would be tailored to facilitate a stable-to-declining overall
ISO bundled pro-forma GMC from 2007 through 2013. Annuai bond amortization
would be higher in 2010 to 2013 than in earlier years. As debt service for the

ISO’s existing debt is no longer collected in the ISO’s revenue requirement after

s The following address on the 1SQ’s website also contains additionat information about

these potential capital projects: hitp:/fwww caisc.com/18c5/18¢c5adbe5d2b0.pdf, starting at page
172.




2009, there will be additional capacity within the revenue requirement to cover
higher debt service payments for the new bonds in those years.

The ISO intends to incorporate the debt service costs for this new bond
program into its GMC for 2007 through 2013. The ISQO’s GMC for 2007 includes
debt service for earlier bond offerings and $1.5 million in interest costs related to
this offering. (The ISO’s initial bond offering occurred in 1998 and the bond
offering was refinanced in 2000. Additional bonds were offered in 2004.) A
portion of these existing bonds is amortized and retired annually. They are
scheduled to be retired in 2009 and 2010.* As of the expected issuance date in
mid-April, $139.7 million of these bonds are outstanding.

B. The Proposed Bond issuance Will Not Require a Change in
Existing Rates

The ISO is not requesting that any changes be made to the GMC rates in
effect, which were established by the Commission's acceptance of the Offer of
Partial Settlement of the 2004 GMC Rate Case (Docket Nos. ER04-115-000, ef
al.) ("Offer of Partial Settlement”) and the extension of the settlement GMC rate
structure in Docket No. ER06-1282-000. The GMC rate formula in the ISO Tariff
provides that the ISO may adjust the GMC charges for 2007, without filing a rate
case pursuant to Section.205 of the Federal Power Act, as long as the ISO's
overall annual revenue requirement is below $195 million. The inclusion of the
additional debt service for this proposed bond offering in the ISO’s annual
revenue requirement, in lieu of pay-as-you-go financing for the capital

expenditures described above, will help the ISO stay below this threshold. The



revenue requirement in 2007 is below the threshold established in Docket No.
ER06-1282-000, even including additional debt service, as a result of a
concerted effort by the 1SO to control other iSO costs, and the reduction in pay-
as-you-go funding of capital expenditures. The IS0 is aiming for a stable-to-
declining overall revenue requirement from 2007 to 2013 and the GMC
adjustment provisions of the modified Offer of Partial Settlement ensure that the
benefits of those efforts will flow th rodgh to the 1ISO’s customers that pay the

- GMC. This bond program will be a key element of achieving that goal, as capital
spending needs are expected to peak in 2007 and 1o decline substantially
thereafter.

Without bond financing of the capital spending program in 2007, the ISO
revenue requirement would be significantly higher than in past years assuming
the Commission-approved MRTU program is to progress as scheduled. Thus,
the bond program will facilitate greater stability in 1SO rates. It will also
effectively spread the costs of the MRTU program and other ISO capital
expenditures over the expected useful lives of those capital assets. The 1SO did
not do this for 2001-2004 capital expenditures, and instead funded all capital
spending directly from the GMC revenue requirement due to the loss of the 1ISO'’s
investment-grade credit ratings in January 2001. With the restoration of the
1SO’s investment-grade credit ratings by one of the national credit rating
agencies in 2003, and by another in August 2004, appropriate recovery of the

cost of capital projects over their expected useful lifespan is again feasibie.

4 Though debt service on the 2004 bond issue ends in 2002, the bonds are not retired until
February 2010.



Nonetheless, depending on the required level of capital expenditures in the
future, it may still be preferable (and more economic) to fund a (reduced) capital
spending program annually through the GMC, rather than to utilize a (minimally
sized) debt offering in order to recover capital costs over an extended period.

Therefore the 1SO does not remain closed to such an option in the future.

H. PART 34 REQUIREMENTS
A, Section 34.3 Requirements
As required by Section 34.3 of the Commission’s regulations
(18 C.F.R. § 34.3) the ISO provides the following information:
(a) Applicant’s official name and principal business address.

California Independent System Operator Corporation
151 Blue Ravine Road
Folsom, California 95630

(b) State and date of incorporation; States within which applicant
operates.

The ISO was incorporated in the State of California on May 5,
19897. The ISO operates within the State of California,

(c) The name, address and telephone number of the person at the
ISO authorized to receive notices and communications regarding
this application.

William J. Regan, Jr.

Chief Financial Officer

California Independent System Operator Corporation
151 Blue Ravine Road

Folsom, CA 95630

Tel: (916) 351-4450

Fax: (916) 351-2350

or



Philip Leiber

Treasurer

California Independent System Operator Corporation

151 Blue Ravine Road

Folsom, CA 95630

Tel: (916) 351-2168

Fax: (916) 351-2259

The 1SO requests that notices regarding this filing also be sent to:

Kenneth G. Jaffe

Alston & Bird LLP

950 F Street, NW

Washington, DC 20004

Tel: (202) 756-3300

Fax: (202) 756-3333

(d)} Requested action date.

The ISO respectfully requests that the Commission issue an order

authorizing the [SO to issue bonds as described in this application

by April 2, 2007. The ISO seeks to execute its bond offering in mid-

April 2007.

{e) Descri.ption of the securities proposed to be issued.
1. Type and nature of the securities.

The securities proposed o be issued are variable rate demand
bonds. The ISO has utilized this bond structure for its year
1998, 2000 and 2004 bond issuances. The ISO expects to
enter into a variable to fixed interest rate swap agreement with
a notional amount of approximately 60% of the bonds. Such a
structure will provide for a reasonable degree of protection from

potentially volatile interest rates, and also provide savings from

the currently very low short-term interest rates that have



persisted in recent years. The bonds will he amortized over
approximately six years.
2. Amount of securities.
The value of the bonds to be issued is not to exceed $60 million.
3. Interest or dividend rate.

Variable rate demand bonds have interest rates that are
periodically reset on a daily, weekly, or monthly basis. Data
regarding [SO’s current variable rate demand bonds with a
weekly interest rate reset period (proposed for this issuance)

since April 13, 2000 follows:

Minimum rate: 0.45%
Maximum rate: 6.70% (in January 2001

during the Energy Crisis)
Average rate: 2.39%

Fees and costs for a bank standby bond purchase
agreement, bond insurance, remarketing agent fees, and
amortization of issuance costs are additional costs to be
considered along with the interest costs on the bonds, and
these costs add approximately 0.75% to the bond interest
costs. Additionally, the ISO will enter into an interest rate swap
to cover approximately 60% of the outstanding principal amount
of these bonds as a hedge against interest rate volatility.

“All-in true interest costs” for this issuance are likely to be

between 4.0% - 4.5%.



4. Dates of issuance and maturity.
The target issuance date for the bonds is early to mid-April
2007. Final maturity of the bonds will occur in not later than
December 2013.

5. Institutional rating, estimated future rating, or an
explanation of why not rated.

The ISO’s underlying or issuer credit ratings are as follows:

Moody's: A3

Standard & Poor's: BBB+
The proposed bonds themselves are anticipated to have a
higher credit rating due 1o credit enhancement in the form of
bond insurance and a bank liquidity line of credit.

The ISO’s current bonds are rated as follows:

Moody's: Aaa / VMIG-1

Standard & Poor’s: AAA [ A-1+
The ISO's current bonds have these ratings due to the bond
insurance provided by MBIA and AMBAC and a liquidity
agreement provided by a bank group (Bank of America and
JPMorganChase).

The [SO expects the proposed bonds to have the same
highest quality ratings and will solicit the interest of existing and
other prospective bond insurers and liquidity banks to provide

the required credit enhancement.



(f) The purpose for which the securities are to be issued.

The securities are to be issued to obtain funding primarily to finance
ISO capital expenditures into 2008. Most of the bond funding ($50
million) will be used to fund completion of the 2008 release of the 1ISO’s
MRTU project. The remainder of the funds ($2 million) will be used for
other capital projects including the construction of system reliability
upgrades, upgrades to ISO operational systems and other corporate
software upgrades and procurements, and other miscellaneous capital
projects. This may supplement the $7.5 million funding in non-MRTU
capital expenditures included in the 2007 revenue requirement (the
ISO posted a listing of projects in mid-December 2006 consistent with
the $7.5 million stated need for 2007).

The balance of the bohd proceeds will be used for bond issuance
costs, and the establishment of a debt service reserve fund. All
proceeds will be used solely for purposes of the 1SO.

(g) State Applications.
No application with respect to this issuance is required to be filed with
any stéte utility regulatory body. As is necessary for the issuance of
tax-exempt debt, the bonds will be issued through a conduit issuer.
The ISO anticipates filing an application for issuance through a State of
California government entity conduit issuer subsequent to the filing of
this FERC application. The ISO’s bonds were issued through the

California Economic Development Financing Authority in 1998 and the

10



California [nfrastructure and Economic Development Bank, in 2000
and 2004. (The first-named organization was replaced by the latter
subsequent to 1998.)

(h) Facts relied upon to show that the issuance is lawful and
necessary.

The ISO’s issuance of the bonds is consistent with its corporate
purposes and responsibilities, its operation as an independent
transmission system operator, and the public interest. The additional
borrowings are reasonably necessary for the ISO to finance the capital
expenditures needed to properly perform the services of a public utility
provider and will not impair its ability to perform as an independent
transmission system operator and a public utility.

As noted in section (f), above, the bond proceeds will be primarily
used to fund the MRTU project, with which the Commission is already
familiar. The other funds provided by the'offering will be used to pay
for other [SO capital projects that havé been developed and presented
to the I1SO stakeholders and ISO Governing Board during the 2007
budgeting processes. The results of these budgeting processes were
posted on the !SO’S website in December 2008.

| The ISO has presented this proposed bond offering to its
Governing Board on January 24-25, 2007, and will request formal
approval of the transaction at the March 7-8, 2007 Board meeting. The
ISO will provide the Commission with the record of the Board's

approval of the transaction subsequent to that meeting.

11



The offering will aiso further assist the 1ISO in maintaining rate
stability and the proper matching of proje_ct costs with the beneficiaries
of those projects. Without the bond offering that is the subject of this
application, the 1ISO would have to substantially increase its revenue
requirement in 2007 to collect the funds required for the MRTU and
other capital projects, and accordingly, would be required to increase
its GMC charges. Financing MRTU and other capital projects through
the planned bond offering will allow the ISO to maintain a 2007
revenue requirement that is below the $195 million threshold
established in Docket No. ER06-1282-000. Further, the ISO is aiming
to maintain a stable bundled GMC of approximately $0.76 per MWh or
less over the life of these bonds.

Statement of bond indentures and/or other limitations on
issuance of debt.

The bond indenture for the proposed new debt is expected to
contain terms similar to the indenture issued in connection with the
ISO’s bond issuance for the years 2000 and 2004, including a pledge
of operating revenues as security for the bonds. Additionally, the 1SO
plans to establish a debt service reserve fund to serve as additional
security for repayment of the bonds.

An agreement with a bank provider of liquidity for the 1SO’s variabie
rate demand bond program limits total 1SO indebtedness to $368
million. The issuance proposed in the present application is within this

limitation.

12



(j) Summary of rate changes.
The present filing includes financial statements for the time-period from
January 1, 2008 through December 31, 2006. The ISO’s updated
rates for the 2007 GMC were posted on the ISO website on December
7, 2006. The revenue requirement for 2007, on which those GMC |
rates are based, includes the ISO’s budgeted operating costs, debt
service on the existing or restructured debt and the new proceeds
proposed by this application, and other costs as set forth in the ISO
Tariff, §11.2.1 and Appendix F, Schedule 1, Part C. No changes in the
GMC rates are requested or anticipated as a result of the bond offering
that is the subject of this application.
(k) Form of notice.
A form of notice is included in the present filing as Attachment A and
an electronic version has been included with this filing.
B. Section 34.4 Requirements
In accordance with Section 34.4 of the Commission’s regulations, 18
C.F.R. § 34 .4, the ISO provides the following exhibits:

Exhibit A- The Articles of Incorporation of the California Independent
System Operator Corporation, dated May 5, 1997

Exhibit B- (1) Resolutions adopted by the ISO Governing Board
authorizing the 1SO’s initial year 1998 bond issuance;
(2) Resolution adopted by the ISO Governing Board
authorizing the ISO’s year 2000 bond restructuring and
additional proceeds offering;
(3) Resolution adopted by the ISO Governing Board
authorizing the I1SO’s 2004 bond issuance;

13



(4) The Meeting Agenda for the ISO Governing Board
Executive Session meeting at which the Board was briefed on
the proposed 2007 hond offering;

(5) Resolution adopted by the ISO Governing Board declaring
the official intent of the ISO to use proceeds of indebtedness to
pay or reimburse itself for expenditures incurred in connection
with the capital budget for the MRTU program, prior to and in
anticipation of the issuance of indebtedness for the purpose of
financing the capital expenditures on a long-term basis.

Exhibit C- Projected Pro Forma Balance Sheets of the 1SO, for the twelve
months ending 12/31/2006 and Schedule of Pro Forma
Adjustments

Exhibit D- Projected Pro Forma income Statements for the twelve months
ending 12/31/2006

Exhibit E- Projected Pro Forma Statement of Cash Flows for the twelve
months ending 12/31/2006 and calculation of interest coverage

Exhibit F- Official Statement for the year 2004 bonds

Exhibit G- Bond Financial Information Related to Proposed New Money
Issuance

Exhibit H- Potential 2007 capital projects listing (posted to the ISO’s
website 12/7/2006). See original document located on the
California 1SO website at:
hitp://www.caiso.com/18¢5/18c5a4bc5d2b0.pdf, starting at
page 172.

C. Request for Exemption from or, in the Alternative, Waiver of,
the Requirements of Section 34.2(a)

With respect to the ISO’s proposed bond issuance, Section 34.2(b)(4) of
the Commission’s regulations, 18 C.F.R. § 34.2(b)(4), provides an exemption
from the competitive bid and negotiated placement requirements of Section
34.2(a) of the Commission’s regulations, 18 C.F.R. § 34.2(a). The exemption
applies to securities fo be issued “in support of or to guarantee securities issued

by governmental or quasi-governmental bodies for the benefit of the utility.”

14



A governmental entity will issue the bonds for the benefit of the ISO. The
ISO anticipates filing an application for issuance through a State of California
government entity conduit issuer subsequent to the filing of this FERC
application. The ISO's bonds for the year 1998 were issued through the
California Economic Development Financing Authority and for years 2000 and
2004 through the California Infrastructure and Economic Development Bank.
(The first-named organization was replaced by the latter subsequent to 1998.)
The ISO has selected Banc of America Securities LLC and J.P. Morgan
Securities, Inc. to act as underwriters of the bonds. Banc of America Securities
LLC was selected as lead manager for the transaction. The ISO requested
proposals from both firms and selected the lead manager on the basis of lower
costs and other factors. The ISO is confident that the underwriting fees to be
charged by these entities represent an attractive option relative to other
alternatives in the market. Additionally, with a variable rate demand bond
offering the interest rates to be in effect will only be for a one week initial period,
and will be set based on market conditions at the time of issuance, and reset
thereafter on the same basis.

With respect to an interest rate swap the iSO would intend to execute to
remove a portion of its exposure to the variable interest rates, the 1SO intends to
obtain mUItipfe quotes and/or use the services of an independent pricing agent o
opine on the competitiveness of the proposed swap interest rates; the SO used

such a pricing agent during its bond offerings in 1998, 2000, and 2004,

15



The 1SO notes that the Commission exempted the 1SQO's three previous
bond offerings from the requirements of Section 34.2(a).

Should the Commission find that the above exemption does not apply to
this bond issuance, the ISO respectiully requests a waiver of the competitive bid
and negotiated placement requirements of Section 34.2(a), which the ISO
believes should be granted because the ISO’s use of a governmental entity to
issue the bonds, prominent underwriters, and an independent pricing agent, as
described above, eliminate any need for those requirements to be applied to the

proposed bond issuance,

Ill.  SERVICE OF DOCUMENTS

The_ISO has served copies of this transmittal letter and all attachments on
the California Public Utilities Commission, the California Energy Commission,
and the California Electricity Oversight Board. In addition, the ISO is making the
transmittal letter and attachments available to all California Market Participants

by posting them on the ISO Home Page, www.caiso.com.

IV. SUPPORTING DOCUMENTS

in addition to this transmittal lefter and the exhibits described above in
Section ll, this filing contains a form of notice, suitabie for publication in the
Federal Register (Attachment A}, together with the form of notice in electronic

format.

16



V. CONCLUSION
WHEREFORE, the ISO respectfully requests that the Commission take

the following actions with respect to this application:

» authorize the ISO’s proposed bond issuance in an amount not to exceed $60
miilion;

¢ grant the appropriate exemption from or, in the alternative, waiver of the
requirements of 18 C.F.R. § 34.2(a), concerning the methods by which
securities are to be issued; and |

» issue its order authorizing the above requests by no later than April 2, 2007.

Respectfully submitted,

il | Togae fi"

William J. Regan

Chief Financial Offlcer
California Independent
System Operator Corporation

Kenneth G. Ja
Stephen C. Palmer
Bradley R. Miliauskas
Alston & Bird LLP

Counsel for the California
Independent System Operator
Corporation

Dated: February 9, 2007
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VERIFICATION

STATE OF CALIFORNIA )

| ) DOCKET NO.
CITY OF FOLSOM ) £S07-___-000
COUNTY OF SACRAMENTO )

WILLIAM J. REGAN, JR., being duly swomn, on oath, says that he is the WILLIAM J,
REGAN, JR. identified in the foregoing Section 204 Application; that he caused to be
prepared such Attachment; and that the information appearing therein is true to the best

of his knowledge and belief.

” WILLIAKS JTREGBANT JR.

Subscribed and swom to before

me on this § day of /= 4rue ry . 2007

L// - / / . '{1 ¥/  Sacramento County |
it Bt D gty <> My Comm, Explres Jul 23, 2008

Notary Public

Commission # 1502927
Netary Public - Calfomia £




EXHIBIT A



I, BILL JONES, Secretary of State of the State of Califomia,
hereby certify:

That the attached transcript has been compared with
the record on file in this office, of which it purports to
be a copy, and that it is full, true and correct.

IN WITNESS WHEREOF, | execute
. this certificate and affix the Great
Seal of the State of California this

MAY - 6 1997

6 .

Secretary of State

MCATATE Emu CE=40Y 1aty. £4T)
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FILED

n 1 slew o the Scciwrary ¢f State

of ahg Tt 2 Taptorma

MAY =5 1997

7.
BitL JOKES, Sexfebdsy of State

ARTICLES OF INCORPORATION
OF
CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION

L.

The name of this corporation is "California Indepsndent System
Operator Corporation.”

A. This corporation is 3 nanprofit public benefit corporation and is not
organized for the private gain of any person. It is organized under the Nonprofit
Public Benefit Corporation Law for the charitable purposes set forth in Chapter 2.3,
Part 1, Division 1 of the Public Utilities Code of the State of California {the
"Statute”).

B. The specific purpose of this corporation is to ensure etficient use
and relisble operation of the electric transmission grid pursuant to the Statute.

4.

The name and address in the State of Caiifornie of this corporation’s
initial agent for service of process is:
4
Gary C. Heath
1516 Ninth Streat
Sacramento, CA 95814
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IV,

A. Pursuant to the Statute, this corporation is organized exclusively
for charitable purposes within the meaning of Section 501(¢)(3) of the internal
Revenue Code (or the corresponding section of any future federal tax cods),

B. Notwithstanding any other provision of these articles, this
comporation shall not carry on any activities not permitted to be carried on {i} by a
corporation exempt from tederal income tax under Section 5071{c)(3) ot the Internal
Revenue Code {cr the corresponding section of any future federal tax code) cr f{ii)
by a corporation contributions to which are deductible under Section 170(c){2) of
the Internal Revenue Code (or the carresponding section of any future federal tax
code).

C. No substantial part of the activities of this corporation shali consist
of carrying on propaganda, or otherwise attempting to influence legislation, and this
corporation shall hot participate or intervene in any political campaign (inciuding the
publishing or distribution of statements) on behalf of or in opposition to any
candidate for public office.

V.

Prior to dissolving or liguidating, this corporation shall take such
actions as are necessary and reasonable to ensure the continued reliable operatian
of the electrical system in the State of California and such other affected srates or
regions, including the possible sale of its assets to transmission owners, investor-
owned utilities, publicly-owned utilities or other appropriate entities. Such acticns
and the terms of any such sale shall be approved by the appropriate governmental
regulatory entities, including the Oversight Board described in Sections 335 t¢ 340
of the California Public Utilities Code (or any successor provisions) ("Qversight
Board”). The proceeds of any such sale shall then be distributed as provided herein
atong with any gther remaining assets. _

Vi,

A. The property of this carporation is irrevocably dedicated to
charitable purposes and no part of the net income or assets of this corporation shali
ever inure to the benefit of any director, officer or member thereof or to the benefit
of any private person.

B. Upon the dissolution or winding up of this corporation, its assets
remaining after payment, aor provision for payment, of all debts and liabilities of this
corporation shall be distributed (i) for one or more exempt purposes within the
meaning of Section 501(¢){3) of the Internal Revenue Code |or the corresponding




Ty e EL A T be e o -

section of any future federal tax codel, or {ii) to a state or local government, for a
public purpose.

VI

Any bylaws of this corporation shall be adopted, and amended as
necessary, so as to conform to reguirements of the Statute and to written decisions
of the Oversight Board made pursuant to the Statute.

VI

These articles of incorporation may be amended by the vote of at least
wwo-thirds of alf of the members of the corporation’s Governing Board then in
office, provided that the Oversight Board has approved such amendment. In
addition, it and to the extent required by applicable law, the effectiveness of any
amendrment to these articles of incorporation shall be subject to acceptance for
filing by the Federal Energy Regulatory Commission (or any successor entity].

Dated: May 5, 1987

Ch Sl

Erik N. Saltmarsh, Incorporator

| hereby declare that | am the person who executed the foregoing
Articles of incorporation, and that this instrument is my act and deed,

.

Erik N. Saltmarsh, incorpeorator

w TOTAL PRGE.DS wx




EXHIBIT B



RESOLUTIONS

Borrowing

RESCLVED, that the Chief Executive Officer or the Chief Financial Officer of
the California Independent System Operator Corporation (ISO) be, and they hereby are,
authorized and empowered, in the name and on behaif of the ISO, to perform the following,
provided that prior to any execution of the following the Board will be advised of any policy
issues related to the execution;

e jissue bonds in an amount not to exceed $260,004,000; and

» borrow money, incur other obligations and to guarantee the obligations of the ISQ in
an amount not to exceed $260,000,000, and in furtherance thereof to execute and
deliver from time to time any nole or other instrument evidencing indebtedness or
other obligations of the 150, including related agreements and documents and
guarantees of obligations or endorsement of notes, when deemed by them {o be in the
best interests of the IS0, a1 a rate or rates of interest, and upon such other term or
terms as shall be agreed upon by such officers.

e the total indebiedness authorized by this Resolution shall not exceed $260,000.000,
except to the extent that bond proceeds may be retained for a period of up to one
month prior to the repayment of any preexisting notes.

RESOLVED FURTHER, that such officers with respect to any single transaction covered
by the foregoing resolution may delegate in writing to any one or more officers of the 1SO the
power to sign such instruments, agreements or other documents on their behalf as may be
required to consummate such transaction,
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Finance Committee Debt Refinancing

MOVED, that the Board approve the amendment to the January 27, 2000 Borrowing Resolution
as sef forth below:

WHEREAS, in the Borrowing Resolution of January 27, 2000 (the "Borrowing
Resolution") the California Independent System Operator Corporation (CAISQ)
Board of Governors authorized the Chief Executive Officer or the Chief Financial
Officer to issue bonds in an amount not fo exceed $300,000,000; and borrow
money, incur other obligations and guarantee the obligations of the CAISO in an
amount not to exceed $300,000,000 and in furtherance thereof fo execute and
deliver from time to time any note or other instrument evidencing indebtedness or
other obligations of the CAISO, including related agreements and documents and
guarantees of obligations or endorsements of notes, when deemed by them to be in
the best interests of the CAISO, at a rate or rates of interest, and upon such other
term or terms as shall be agreed upon by such officers; and

WHEREAS, the Board of Governors directed that the total indebtedness authorized
by such Borrowing Resolution not exceed $300,000,000, except to the extent that
bond proceeds may be retained for a period of up to one month prior to the
repayment of any pre-existing debt; and

WHEREAS, the Board of Governors has determined that it is in the best interest of
the CAISO to extend the period that bond proceeds may be retained prior fo
repayment of the existing debt for a period of not in excess of sixty (60) days,

MOVED, that the Borrowing Resolution of January 27, 2000, is hereby amended so that total
indebtedness authorized by the Resolution shall not exceed $300,000,000 except to the extent
that bond proceeds may be retained for a period of up to sixty (60) days prior to the repayment
of any pre-existing debt.

MOVED FURTHER, that Management be authorized and directed to take any and ail actions
necessary and appropriate to modify the terms of CAISQ's existing interest rate swap
arrangements consistent with a move fo a partial floating rate debt structure wherein the
floating portion does not exceed 40%.

!ICommittee Action: Passed Vote Count; 5-0-0 . Board Action: PassedVoie Count: 25-0-0

Moved: Roscoe Second: Johanson Moved: Second:

C|B c(B CiB Ci{B c(B
iBarkovich [Edwards Kashiwada McNaily Toenyes
| Biue uFerreira Y Kehrein ||Parquet White X
t ! |

http://www caiso.com/pubinfo/BOG/documents/motions/20000224/Board/DebiRefinancin... 8/25/2004
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Camahan Fielder X [irshner | Roscoe Y \Winter
Collins Y Florio Macias | mutny-~Jones Wiseman { X
Cotton Johanson Y McGuire YI Swanson Woychik

http://www.caiso.com/pubinfo/BOG/documents/motions/20000224/Board/DebtRefinancin...  8/25/2004
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Your Link to Power

PUBLIC NOTICE OF ISO BOARD OF GOVERNORS MEETING

The California Independent System Operator Board of Governors will meet:

January 24, 2007

Date: January 25, 2007

Time: Executive Session
January 24, 2007: 12:00p.m. — 1:00 p.m.

General Session
January 24, 2007: 1:00 p.m. - 5:30 p.m.
January 25, 2007: 9:00 a.m. — 12:00 p.m.

URL: Free Internet Audio Transmission of the General Session Board Meeting will be
i available. Please go to:
http:/iwww.caiso.com/docs/2005/10/08/2005100820255829142.htm! for the URL address.

Location: Offices of the California ISO
January 24, 2007: 12:00 - 5:30: Conference Room 1MA-1A & 1B
January 25, 2007: 9:00 - 12:00 Ceonference Room 101A-1A & 1B

Dial In: (866) 254-5941 (General Session Only)
Listen Only

During the above-noticed meeting, the Board of Governors wil discuss and possibly take action on the following
agenda items:

EXECUTIVE SESSION

January 24, 2007 12:00 - 1:00

1) Decision on Executive Session Minutes
o« 12/12/06
o 12/19/06

2) Briefing on 2007 Proposed Bond Issuance
3) Legal Update

4) Board Planning Issues
5) Personnel Update

All public documents, notices, and information are posted to the Web site as they are provided to the Board of Governors.
The California IS0 Web site address is: www,cajso.com

151 Blue Ravine Road Folsom, California 95630 916 351-4400



FINAL
. Released: January 22, 2007
Page 2 — Board of Governors Meeting

GENERAI SESSION

January 24, 2007 1:00-5:30

1)
2)

J2urte

Public Comment {comment on same day decisicnal fems preferred)
Decision on General Session Minutes
e 12/12/06
s 12/19/06
CEO Report
Briefing on CAISO Transmission Plan
Decision on Tehachapi Project
Market Surveillance Committee Update
Decision on Long-Yerm Congestion Revenue Rights Compliance Filing

GENERAIL SESSION

January 25, 2007 9:00 - 12:00

LJdegtern=

9)

Public Comment (comment on same day decisional items preferred)

Decision on Compliance Program .

Acceptance of Review of Code of Conduct Audit Procedures

Briefing on 2006 SAS 70 Audit

Decision on Market Surveillance Committee Reappointment

Decision Regarding Refinements to Load Scheduling Requirements

Briefing on 2007 Proposed Bond Issuance and Decision on Reimbursement Resolution
Briefing on Seams

Briefing on the Monthly Market Performance Report

10) Potential Discussion regarding Informational Reports -

a} Peer ISO 2007 Budget & Rate Comparison

b) MRTU Update

c) Monthly Operations Report

d) Regulatory Report

e) 3" Quarter FERC Report

f} Legislative Report

g) Transmission Maintenance Coordination Commitiee Report

11) New General Session Business Issues and Future Agenda ltems

All public documents, notices, and information are posted o the Web site as they are provided 1o the Board of Governors.
The California }SQO Web site address is; http:/fwww.caiso.com

151 Blue Ravine Road Folsom, California 95630 916 351-4400
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NEW ISSUE - FULL BOOK-ENTRY ONLY Ratings: (See "EXPECTED RATINGS” herein)

In the opinion of Orrick, Herrington & Sutcliffe LLE Bond Counsel, based upon an analysis of existing laws, regulations, rulings and court
decisions and assuming, among other matters, the accuracy of certain representations and complionce with certain covenants, interest on the Bonds
is excluded from gross income for federal income fax purposes under Section 103 of the Internal Revenue Code of 1986 und is exempt from State of
California personal income taxes. In the further opinion of Bond Counsel, interest on the Bonds is not o specific preference item for purposes of the
federal individual or eorporate alternative minimum taxes, olthough Bond Counsel observes that such interest is included in adjusted current earnings
when celeulating corporate alternative minimum toxoble income. Bond Counsel expresses no opinton regarding eny other tax consequences related fo
the ownership or disposition of, or the accrual or receipt of interest on, the Bonds. See "TAX MATTERS” herein.

$124,100,000

CALIFORNIA INFRASTRUCTURE AND ECONOMIC DEVELOPMENT BANK
Variable Rate Demand Revenue Bonds
(California Independent System Qperator Corporation Project)

$84,100,000 $40,000,000
2004 Series A “ 2004 Series B
Dated: Date of Issuance Price: 100% Due: February 1, 2010

This cover page containg certain information for genercl reference only. It is not intended to be a summary of the security or terms of this issue.
Investors are advised to read the entire Official Statement to oblain information essential to the mahing of an informed investment decision. Capitalized
terms used on this cover page not otherwise defined shall have the meanings set forth herein,

The $84,100,000 aggregate principal amount of 2004 Series A Bonds (ths "Series A Bonds") and the $40,000,000 aggrogate principal amount of 2004
Series B Bonds {the “Series B Bonds” and, together with the Series A Bonds, the “Bonds") are being issued by the California Infragtructure and Economic
Development Bank (the “Infrastructure Bank”} for the purpose of providing funds to (i} finance a portion of the costs of the California Independent System
Operator Corporation’s (the “Corporation”} market redesign and technology upgrade project and other planned capital projects, which consist primarily of
computer hardware and software systems, related development costs and other associated costs (the "Projact™; (ii) fund a debt servics reserve fund; and
(iti} pay costs of issuance of the Bonds, See "PLAN OF FINANCE” herein. The Bonds are being issued pursuant to an Indenture of Trust, dated as of
December 1, 2004, betwesn the Infrastructure Bank and Deutsche Bank National Trust Company, as trustee (the “Trustee”).

In order to finance the Project, the Infrastructure Bank will lean the proceeds of the Bonds to the Corporation pursuant to s Loan Agresment, dated
ap of December 1, 2004 (the “Loan Agreement”), by and between the Infragtructure Bank and the Corporation, Pursuant to the Loan Apresment, the
Corporation has pledged its Net Operating Revenues to sacure its obligation to make payments of principal of and interest on the Bonds, which pledge iz on a
parity with the pledge of such Net Operating Revenues securing the $159,700,000 aggregate principal amount of outstanding California Infrastructure and
Economic Development Bank Variakle Rate Demand Revenue Bonds {California Indepsndent System Operatar Project) 2000 Series A, 2000 Series B and
2000 Beries C and certain other Parity Obligations as described herein, See *SECURITY FOR THE BONDS-Outstanding Parity Obligations™ herein.

The Bonds will be iseangble a3 fully registered bonds initiafly in suthorized denominations of $100,000 or any integral multiple of $5,000 in excess
thereof, The Bonds will be initially issued in book-entry form, registered in the name of Cede & Co., as registered owner and nominee of The Depository
‘Trust Company, New York, New York (“DTC*), which will act ae securities depasitary for the Bonds. Individual purchases of beneficial interests in the
Bonds and tenders of Bonds for purchases will be made through DTC's book-entry system. Purchasers of beneficial interests in the Bonds will not receive
cortificates representing their ownership interests in the Bonds, So long as Cede & Co. is the registered owner of the Bonds, payments of principal of and
interest on the Bonds and of the Purchase Price of tendered Bonds will be paid through the facilities of DTC. Disbursement of auch payments to DTC
Participants is the respensibility of DTC and disbursement of such payments to the purchasers of beneficial intevests in the Bondas is the responsibility of
DTC Participants, as more fully described herein. See “APPENDIX B — BOOK-ENTRY ONLY SYSTEM” herein.

Each Series of the Bonds will initially be in a Weekly Rate Period and will bear intersst at a Weeltly Rate as deseribed herein, The Rate Period for
each Series of the Bonds may be converted to a Daily Rate Period, Commerecial Paper Rate Period, M-STARS Rata Pariod or Fixed Rate Period as deseribed
herein. Allof the Bonds of a Series must be in the same Rate Poriod at the same time, This Officia! Statement is not intended to provide certain information
with respect lo the Bonds (including the terms of such Bonds) in any Rate Period other thon the Weekly Rate Period. Owners and prospective purchasers of
the Bords should not rely on this Official Statement for information concerning the Bonds in connection with any Conversion of the Bonds, but should look
solely io the offering document to be 1sed in connection with any such Conversion.

The Bonds are sabject to redemption and mandatory and optional purchase prior to maturity as described herein.

Payment of the principal of and interest on each Series of the Bonds when due {not including acceleration or redemption except mandatory sinidng
fund redemption) will be insured by s financial guaranty insurance policy to be issued by Ambac Assurance Corporation simultaneously with the delivery
of the Bonds. Payment of the Purchase Price of each Series of the Bonds by the Tender Agent (as described herein) shall not be se insured.

Ambac

Payment of the Purchase Price of the Bonds of a Series tendered or deemed tendered for purchase but not remarketed in an amount equal to the
principal amount thereof and up to 34 days of accerued interest thereon at & maximum rate of 12% per annum will be made pursuant to and subject
to the terms of a Standby Bond Purchaze Agreement, dated es of December 1, 2004, by and among the Corporation, the Trustee, Bank of America,
N.A. and JPMorgan Chese Bank, N.A. (the "Liguidity Banks”). UNDER CERTAIN CIRCUMSTANCES DESCRIBED HEREIN, THE OBLIGATION OF
THE LIQUIDITY BANKS TO PURCHASE BONDS TENDERED BY THE HOLDERS THEREQF OR SUBJECT TG MANDATORY PURCHASE MAY
BE TERMINATED OR SUSPENDED; AND, IN SOME SUCH CIRCUMSTANCES, THE TERMINATION OR SUSPENSION OF SUCH OBLIGATION
WILL BE IMMEDIATE AND WITHCOUT NOTICE TO BONDHOLDERS. IN SUCH EVENT, SUFFICIENT FUNDS MAY NOT BE AVAILABLE Y0
PURCHARSE SUCH BONDS,

NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE OF CALIFORNIA OR ANY POLITICAL SUBDIVISION
THEREOF, INCLUDING THE INFRASTRUCTURE BANK, IS PLEDGED TO THE PAYMENT OF THE PRINCIFAL OF PREMIUM, IF ANY, OR
INTEREST ON, OR PURCHASE PRICE OF, THE BONDS.

The Bonds are cffered when, as and if issued by the Infrastructure Bank and accepted by the Underwrilers, subject to prior sals or withdrawal or
modification of the offer without notice, and subject te receipt of an approving legal opinion of Orrick, Herrington & Sutekiffe LLp, Bond Counsel. Certain
legal matters will be passed upon for the Infrastructure Bank by its General Counsel, Brooke Baseett, Esq,, for the Corporation by its General Counsel and
by its special counsel, Stradling Yocca Carlson & Rauth, a Professional Corporation, for the Liguidity Banks by their counsel, Chapman & Cutler, and for
the Underwriters by their counsel, Sidley Austin Brown & Wood Lee, The Bonds are expected to be available for delivery through the facilities of DTC in
New York, New York, on or about December 16, 2004,

JPMorgan Banc of America Securities LLC

Dated: December 8, 2004




No broker, dealer, salesperson or other person has been authorized by the Infrastructure Bank, the
Corporation or the Underwriters to give any information or to make any representations other than those
contained in this Official Statement in connection with the offering made hereby and, if given or made,
such information or representations must not be relied upon as having been authorized by the foregoing.
This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall
there be any sale of the Bonds in any jurisdiction to any person to whom it is unlawful to make such offer,
solicitation or sale. This Official Statement is not to be construzed as a contract with the purchasers of the
Bonds. Statements in this Official Statement which involve estimates, forecasts or matters of opinion
whether or not expressly so described herein, are intended solely as such and are not to be construed as
representations of fact.

The information contained in this Official Statement has been obtained from the Infrastructure
Bank, the Corporation and other sources which are believed to be reliable. The information and
expressions of opinion contained in this Official Statement are subject to change without notice and
neither the delivery of this Official Statement nor any sale made by means hercof shall, under any
circumstances, create any implication that there have not been changes in the affairs of the Infrastructure
Bank or the Corporation since the date of this Official Statement.

The Underwriters have provided the following sentence for inclusion in this Official Statement.
The Underwriters have reviewed the information in this Official Statement in accordance with, and as part
of, their responsibilities to investors under the federal securities laws as applied to the facts and
circumstances of this transaction, but the Underwriters do not guarantee the accuracy or completeness of
such information,

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933,
AS AMENDED, NOR HAS THE INDENTURE BEEN QUALIFIED UNDER THE TRUST
INDENTURE ACT OF 1939, AS AMENDED, IN RELIANCE UPON EXEMPTIONS CONTAINED IN
SUCH ACTS. EXCEPT WHEN BEARING INTEREST AT AN M-STARS RATE OR THE FIXED
RATE, THE BONDS ARE EXEMPT FROM THE CONTINUING DISCLOSURE REQUIREMENTS
OF RULE 15¢2-12 OF THE SECURITIES AND EXCHANGE COMMISSION,

In connection with the offering of the Bonds, the Underwriters may over-aliot or effect
transactions which stabilize or maintain the market price of the Bonds at a level above that which might
otherwise prevail in the open market. Such stabilizing, if commenced, may be discontinued at any time.
The Underwriters may offer and sell the Bonds to certain dealers, institutional investors and others at
prices lower than the public offering price stated on the cover page hereof and such public offering price
may be changed from time to time by the Underwriters.

CAUTIONARY STATEMENTS REGARDING
FORWARD-LOOKING STATEMENTS IN THIS OFFICIAL STATEMENT

Certain statements included or incorporated by reference in this Official Statement constitute “forward-laoking
statements,” Such statements are generally identifiable by the terminology used such as “plan,” “expect,”
“estimate,” “budget” or other similar words. The achieverment of certain results or other expectations
contained in such forward-looking statements involve known and unknown risks, uncertainties and other
factors that may cause actual results, performance or achievements described to be materially different from
any future results, performance or achievements expressed or implied by such forward-looking statements.
Neither the Infrastructure Bank nor the Corporation plans to issue any updates or revisions to those forward-
logking statements if or when expectations or events, conditions or circumstances on which such statements
are based occur. -

e




CALIFORNIA INFRASTRUCTURE AND
ECONOMIC DEVELOPMENT BANK

Members
Sunne Wright McPeak, Chair
Tom Carapbell
Philip Angelides
Fred Aguiar

CALIFORNIA INDEPENDENT SYSTEM OPERATOR

Officers
Marcie Edwards, Interim Chief Executive Officer
William I. Regan, Ir., Chief Financial Officer and Treasurer
Randall T. Abemathy, Vice President Market Services
Jim Detmers, Vice President Operations
Charles Robinson, Vice President, General Counsel and Corporate Secretary
Daniel Yee, Chief Information Officer

SPECIAL SERVICES

Bond Counsel
Omick, Herrington & Sutcliffe LLP
Los Angeles, California

Pricing Advisor |
Gibbs Consulting !
Tiburon, Califoria '

Remarketing Agent for the Series A Bonds
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OFFICIAL STATEMENT
relating to

$124,100,000
California Infrastructure and Economic Development Bank
Variable Rate Demand Revenue Bonds
(California Independent System Operator Corporation Project)

$84,100,000 $£40,000,000
2004 Series A 2004 Series B

INTRODUCTION

This Introduction is gualified in its entivety by reference to the more detailed information
included and referred to elsewhere In this Official Statement. The offering of the Bonds to potential
investors is made only by means of the entive Qfficial Statement. Terms used in this Introduction and not
otherwise defined shall have the vespective meanings assigned (o them elsewhere in this Official
Statement. See "APPENDIX A -SUMMARY OF CERTAIN PROVISIONS OF THE PRINCIPAL LEGAL
DOCUMENTS” herein,

Purpose

This Officiai Statement, which includes the cover page and Appendices hereto, of the California
Infrastructure and Economic Development Bank (the “Infrastructure Bank™) is being furnished to provide
certain information concerning the Infrastructure Bank’s Variable Rate Demand Revenue Bonds
(California Independent System Operator Corporation Project} 2004 Series A in the principal amount of
$84,100,000 (the “Series A Bonds™ and 2004 Series B in the principal amount of $40,000,000 (the
“Series B Bonds™ and together with the Series A Bonds, the “Bonds™). The Bonds are being issued by the
Infrastructure Bank under and pursuant to an Indenture of Trust, dated as of December 1, 2004 {the
“Indenture™), by and between the Infrastructure Bank and Deutsche Bank National Trust Company, as
trustee (the “Trustee®), for the purpose of providing funds to: {i) finance a portion of the costs of the
California Independent System Operator Corporation’s (the “Corporation™) market redesign and
technology upgrade project and other planned capital projects, which consist primarily of cemputer
hardware and soflware systems, related development costs and other associated costs {the “Project”™;
(i) fund a debt service reserve fund; and (ili) pay costs of issuance of the Bonds. See “PLAN OF
FINANCE” herein.

Plan of Finance

The Bonds are being issued for the purpose of financing the costs of the Project. The Corporation
intends to enter into an interest rate swap agreement in connection with the Bonds pursuant to which the
Corporation will convert 60% of the total floating interest amounts on the Bonds info substantially fixed
payments. Teo effectuate this conversion, the Corporation will agree in such swap agreement to pay a
fixed interest rate on a notional amount of $74,460,000 and in return, JPMorgan Chase Bank, N.A will
agree to pay a variable rate of interest on a like notional amount. See *PLAN OF FINANCE’’ herein.

The Infrastructure Bank

The Infrastructure Bank is a public body organized within the government of the State of
California (the “State”) and created pursuant to the Bergesen-Peace Infrastruchire and Economic



Development Bank Act, codified at Section 63000 etseq. of the California Government Code, as
amended. See “THE INFRASTRUCTURE BANK"™ herein.

The Corperation

The Corporation is a California nonprofit public benefit corporation organized as directed by the
California legislation providing for the restructuring of the electric industry in California (Assembly
Bill 1890 enacted as Chapter 854 of the Califonia Statues of 1996, “AB 1890”) and subsequent
legislation. The Corporation has received a determination letter from the Internal Revenue Service that it
has qualified as a corporation described in Section $01(c)(3) of the Internal Revenue Code of 1986, as
amended (the “Code™). The Corporation assumed operational control of the transmission facilities of the
three targest investor-owned electric utilities in California in March 1998 and has since assumed contro}
of the transmission facilities of five additional transmission-owning entities, providing open,
nondiscriminatory access to such facilities for energy suppliers. Since 1998, numerous changes have
affected the structure of the Cafifornia energy industry, including legislative, regulatory and competitive
factors; however the Corporation’s essential mission to provide open access transmission service remains
unchanged. The Corporation is the operator of the transmission grid covering most of California, which
is composed of over 25,000 circuit miles of transmission lines. See “THE CORPORATION” herein.

The Corporation has no obligation under the Loan Agreement to make any payments with respect
to the Purchase Price of any Bonds tendered or deemed tendered for purchase and the Purchase Price of
such Bonds is payable solely from the proceeds of the remarketing of such Bonds or from amounts made
avatlable under the Liquidity Facility as hereinafter described. As a result, no financial or operating data
concerning the Corporation has been included in this Official Statement as such information should not be
considered material in an evaluation of the offering of the Bonds or any decision to purchase, hold or sell
the Bonds while the Bonds are in a Weekly Rate Period.

Security and Sources of Payment for the Bonds

In connection with the Joan of the proceeds of the Bonds to the Corporation, the Infrastructure
Bank and the Corporation will enter into a Loan Agreement, dated as of December 1, 2004 (the “Loan
Agreement”). Pursuant to the Loan Agreement, the Corporation will be obligated to make certain
payments {the “Repayment Installments”) to the Trustee, as assignee of the Infrastructure Bank, in an
amount which is sufficient to pay as and when due the principal of, premium, if any, and interest on the
Bonds. Pursuant to the Loan Agreement, the Corporation has pledged its Net Operating Revenues to
secure its obligation to make payments of principal of and interest on the Bonds, which pledge is on a
parity with the pledge of such Net Operating Revenues securing the $159,700,000 aggregate principal
amount of outstanding California Infrastructure and Economic Development Bank Variable Rate Demand
Revenue Bonds {California Independent System Operator Project) 2000 Series A, 2000 Series B and 2000
Series C (the “2000 Bonds™) and certain other Parity Obligations as described herein. See “SECURITY
FOR THE BONDS—Outstanding Parity Obligations™ herein. The Purchase Price of Bonds tendered or
deemed tendered for purchase and not remarketed is payable solely from amounts drawn under the
Liquidity Facility as described herein and is not otherwise payable from or secured by Net Operating
Revenues of the Corporation. The Bonds will not be secured by a legal or equitable pledge of, or
mertgage upen, the Project.

THE BONDS DO NOT CONSTITUTE A DEBT OR LIABILITY OF THE STATE OR
ANY POLITICAL SUBDIVISION THEREQOF, OTHER THAN A LIMITED OBLIGATION OF
THE INFRASTRUCTURE BANK PAYABLE SOLELY FROM REVENUES. THE BONDS DO
NOT CONSTITUTE A PLEDGE OF THE FAITH AND CREDIT OF THE STATE OR ANY
POLITICAL SUBDIVISION THEREOF, BUT WILL BE PAYABLE SOLELY FROM THE
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FUNDS PROVIDED THEREFOR UNDER THE INDENTURE. NEITHER THE FAITH AND
CREDIT NOR THE TAXING POWER OF THE STATE IS PLEDGED TO THE PAYMENT OF
THE PRINCIPAL OF, OR INTEREST ON, THE BONDS; AND NO HOLDER OR BENEFICIAL
OWNER OF ANY BONDS SHALL HAVE ANY RIGHT TQO DEMAND PAYMENT OF THE
PRINCIPAL OF, PREMIUM, IF ANY, OR INTEREST ON, THE BONDS BY THE
INFRASTRUCTURE BANK, THE STATE OR ANY POLITICAL SUBDIVISION THEREOF,
OUT OF ANY FUNDS TO BE RAISED BY TAXATION OR APPROPRIATION.

Rate Covenant

The Corporation has covenanted in the Loan Agreement that, so long as any Bonds remain
Outstanding, for each year it shall establish a Grid Management Charge in accordance with the Grid
Management Charge Formula which shall include in its budgeted revenue requirements a Coverage
Requirement with respect to budgeted debt service on the Bonds and any Parity Obligations of not [ess
than 23% and shall not take any action to modify the Grid Management Charge Formula in any manner
which would adversely affect the security afforded the Bondholders under the Loan Agreement including,
without limitation, ceasing to maintain the Reserve Requirement at 15% of its annual Operating Expenses
for purposes of the Grid Management Charge Formula. See “SECURITY FOR THE BONDS — Rate
Covenant” herein.

Debt Service Reserve

A Debt Service Reserve Fund is established pursuant to the Indenture in an amount equal to the
Debt Service Reserve Requirement (as defined in the Indenture). The Debt Service Reserve Requirement
for the Bonds shall be approximately $12,410,000 upon the issuance of the Bonds. See “SECURITY
FOR THE BONDS-Debt Service Reserve Fund” herein. Amounts on deposit in the Debt Service
Reserve Fund shall be applied to the payment of the principal or redemption price of, or interest on, the
Bonds in the event that amounts on deposit in the Bond Fund are insufficient therefor.

Bond Insurance

Payment of the principal of and interest on each Series of the Bonds when due will be insured by
a financial guaranty insurance policy (the “Policy”) to be issued by Ambac Assurance Corporation {the
“Insurer” or “Ambac™) simultaneously with the delivery of the Bonds. The Policy does not insure
payments due with respect to the Bonds by reason of redemption (except scheduled mandatory sinking
fund redemption), purchase by the Tender Agent or acceleration. See “BOND INSURANCE” herein.

Liquidity Facility

Payment of the Purchase Price of the Bonds tendered or deemed tendered for purchase but not
remarketed in an amount equal to the principal amount thereof, and up to 34 days of accrued interest
thereon at a maximum rate of 12% per annmum will be made pursuant to and subject to the terms of a
Standby Bond Purchase Agreement, dated as of December 1, 2004 (the “Standby Bond Purchase
Agreement”), by and among the Corporation, the Trustee and Bank of America, N.A. and JPMorgan
Chase Bank, N.A. (the “Liquidity Banks™). The Standby Bond Purchase Agreement is a several, not
Joint, obligation of the Liquidity Banks. Each Liquidity Bank’s obligation under the Standby Bond
Purchase Agreement is limited to 50% of the Available Commitment contained therein. The Standby
Bond Purchase Agreement constitutes a Liquidity Facility and a Liquidity Agreement under the
Indenture. UNDER CERTAIN CIRCUMSTANCES DESCRIBED HEREIN, THE OBLIGATION OF
THE LIQUIDITY BANKS TO PURCHASE BONDS TENDERED BY THE HOLDERS THEREOF OR
SUBJECT TO MANDATORY PURCHASE MAY BE TERMINATED OR SUSPENDED; AND, IN



SOME SUCH CIRCUMSTANCES, THE TERMINATION OR SUSPENSION OF SUCH
OBLIGATION WILL BE IMMEDIATE AND WITHOUT NOTICE TO BONDHOLDERS. IN SUCH
EVENT, SUFFICIENT FUNDS MAY NOT BE AVAILABLE TO PURCHASE SUCH BONDS.

Other Matters

Brief descriptions of the Infrastructure Bank and the Project, as well as certain provisions of the
Bonds, the Policy, the Standby Bond Purchase Agreement, the Loan Agreement, the Indenture and certain
other documents relating to the Bonds, are included in this Official Statement. Such information and
descriptions de not purport to be comprehensive or definitive. All references herein to the specified
documents are qualified in their entirety by reference to each such document, copies of which are
available from the Corporation and the Underwriters during the period of the offering.  All references to
the Bonds are qualified in their entirety by reference to the definitive form thereof and the information
with respect thereto included in the aforesaid documents. Unless otherwise indicated, capitalized terms
not defined herein have the meanings specified in “APPENDIX A - SUMMARY OF CERTAIN
PROVISIONS OF THE PRINCIPAL LEGAL DOCUMENTS—Definitions” or if not defined therein, in
the Indenture.

PLAN OF FINANCE

The Project

A portion of the proceeds of the Bonds will be applied fo finance a portion of the costs of the
Corporation’s market redesign and technology upgrade project {(*“MRTU™) and other planned capital
projects, which consist primarily of computer hardware and software systems, related development costs
and other associated costs, Approximately $92 million of proceeds of the Bonds will be applied to the
MRTU project. The market redesign portion of the MRTU project will restructure the market rules that
govern the Corporation’s spot energy and reserve power auctions, manage congestion on the high-voltage
grid, and ensure that the energy market operates efficiently and minimizes opportunities for maunipulation.
The technology upgrade portion of the MRTU project will update other computer systems necessary to
operate the electric grid. Additional projects to be funded from the proceeds of the Bonds include
approximately $20 million in other capital projects deemed necessary by the Comoration in 2005 and
2006. The projects include other computer software and hardware and other equipment or facilities
upgrades.

Swap Agreement

The Corporation intends to enter inte an interest rate swap agreement in the form of an ISDA
Master Agreement and Schedule and related Transaction (the “2004 Swap Agreement™) with JPMorgan
Chase Bank, N.A. (“JPMorgan”) in connection with the Bonds for the purpose of converting 60% of the
floating interest payments the Corporation is required to make on the Bonds into substantially fixed
payments. The effect of the 2004 Swap Agreement is to modify the Corporation’s risk of interest rate
changes with respect to a specified percentage of the interest payments on the Bonds. Pursuant to the
Transaction under the 2004 Swap Agreement, the Corporation agrees to pay a fixed interest rate on an
initial notional amount equal to $74,460,000. In return, JPMorgan agrees to pay a variable rate of
interest, equal to 60% of the London Interbank Offering Rate (“LIBOR™) one month index plus a
specified spread of 0.32% (thirty-two basis points) on a like notional amount. The amounts payable by a
party under the 2004 Swap Agreement are due monthly but are netted against the payments to be received
by such party thereunder. The 2004 Swap Agreement constitutes a Parity Obligation for purposes of the
Indenture. Under certain circumstances, the 2004 Swap Agreement is subject fo termination and the



Corporation may be required to make a substantial termination payment to the counterparty thereunder.
Any amounts payable upon early termination thereof are payable on a parity with the payment of the
Bonds. Ambac will insure the regularly scheduled amounts payable by the Corporation under the 2004
Swap Agreement, as well as termination payments up to $3.7 million. None of the Infrastructure Bank,
the Trustee nor the Bondholders shall have any interest in or rights under the 2004 Swap Agreement. See
“SECURITY FOR THE BONDS ~ Qutstanding Parity Obligations™ herein.

ESTIMATED APPLICATION OF PROCEEDS

The proceeds of the Bonds are expected to be applied as follows:

Construction Fund $109,920,042
Debt Service Reserve Fund 12,410,000
Costs of Issuance! 1,432,888
Underwriters’ Discount 337,070

Total $124. 100,000

(" Includes bend insurance and swap surely premiums, legal, financing, consulting and Liquidity Banks fees,

rating agency fees, printing costs and other miscellaneous expenses.

THE INFRASTRUCTURE BANK

The Infrastructure Bank is located within the Business, Transportation and Housing Agency and
is governed by a five-member board of directors (the “Infrastructure Bank Board”) consisting of the
Secretary of the Business, Transportation and Housing Agency, who serves as chair, the State Director of
Finance, the State Treasurer, the Secretary of the State and Consumer Services Agency and an appointee
of the Govenor. The Governor appointee member is currently vacant. The Infrastructure Bank Board
members serve without compensation,

The Bonds are limited obligations of the Infrastructure Bank payable solely from the funds
pledged therefor under the Indenture. The Infrastructure Bank makes no representations with respect to
the accuracy or completeness of the statements and information set forth in this Official Statement, other
than the information set forth in this section and in the subsection entitled “ABSENCE OF
LITIGATION—The Infrastructure Bank.”

THE CORPORATION

The restructuring of the wholesale electricity industry in California, which occurred during the
1990s, was the result of certain Federal Energy Regulatory Commission (“FERC™) Orders (Orders 888
and 88%), which provided a framework for open access to the nation’s transmission networks, and State
legislation (AB 1890}, which, among other things, directed the establishment of the Corporation as an
independent entity to operate the State’s electric transmission grid. In 1998, the Corporation received a
determination lctter from the Internal Revenue Service indicating that it qualified as a corporation
described in Section 501{c}(3) of the Code.

Following its incorporation, the Corporation began preparing to take over operationai contro] of
the investor-owned electric transmission facilities in California. Prior to such date, development of the



infrastructure for the Corporation was commenced through a trust established by the three largest
investor-owned California electric utilities. Among the many elements necessary for the Corporation to
assume its role as direcied by AB 1890 were: (i) the establishment of the necessary dispatch control
centers and metering devices; (i1} the development of the communications infrastructure needed to link
the Corporation with transmission and power plant operators and scheduling coordinators; and (iii} the
creation of computer programs to accept and synchronize schedules for transmission on an hourly basis
from multiple scheduling coordinators and to provide the reliability and congestion management
necessary for the transmission system to assure uninterrupted electric service.

The Corporation was established in May 1997 as a nonprofit public benefit Califomia corporation
govemed by a Board of Governors representing the various classes of stakeholders interested in the
restructuring of the electric industry in California; and on March 31, 1998, the Corporation commenced
operations and exercised operational control of the electric transmission facilities of the three largest
invesior-owned California utilities. Since that time, five municipal utilities, the cities of Vernon,
Riverside, Anahetm, Azusa and Banning, have turned over operational control of their transmission
facilities to the Corporation with two additional applications pending approval of the FERC. The
Corporation is the operator of an interconnected transmission grid with 11 adjacent control areas, 30
transmission interconnections and over 800 generation units with markets for transmission congestion and
anctllary services, and balancing energy.

The Corporation’s executive offices and primary dispatch and communications facilities are
located in Folsom, California, The Corporation maintains a back-up dispatch and comimunications center
at Alhambra, California.

Since its startup, the Corporation has successfully operated the electric transmission system
through a period of significant changes in the California electric industry. The Corporation’s fundamental
mission has remained largely unchanged throughout this period. Facilitating open access to the 25,000
circuit-mile wholesale transmission network grid, the Corporation acts as the inpartial link between the
power plants and utilities that provide electricity to customers. The Corporation also operates
30 transmission lines connecting California with neighboring control areas including Mexico and British
Columbia. The Cortporation directs generation and dispatchable load to ensure that the supply of power
matches demand every few seconds, The Comporation has a fundamental role m ensuring the coordination
and avaitability of both generation and transmission resources, both of which are critical to ensuring the
availability of reliable and accessible power. The Corporation has modified its computer systems and
market rules to enhance the robusiess of the competitive energy markets, to ensure the reliable operation
of the grid and fo be responsive to the market participants it serves.

The Corporation is regulated by FERC. Until January 2001, the Corporation was govemed by a
Board of Governors representing various stakeholders participating in the electric utility industry in
California. Under this structure, most of the Corporation’s transactions were exccuted with organizations
that were directly or indirectly represented on the Corporation’s Board of Governors, including the three
California investor-owned utilities, which own most of the transmission facilities operated by the
Corporation. In January 2001, the State of California enacted legislation that changed the composition of
the Board of Governors of the Corporation fo a five-member board appointed by the State Governor and
confirmed by the State Electricity Oversight Board (the “EOB”). The new Board was subsequently
appointed by the State Governor, confirmed by the BOB, and seated under this legislation in
January 2001. Subsequent state legistation provided that, effective January 2002, the Board members
were to be confirmed by the State Senate instead of the EOB. The current members of the Board of
Govemors are Michael Kahn (Chairperson), Michael Florio, Tim Gage, Edward Cazalet and Ken
Wiseman. Mr. Kahn and Mr. Florio were reappointed by the Govemor in January 2002 and were
confirmed by the State Senate in January 2003. Mr. Gage was appointed by the Govemnor in March 2003



and was confirmed by the State Senate in September 2003, Mr. Cazalet and Mr. Wisemen were
appointed by the Governor in October 2004 and serve pending confirmation by the State Senate.

The Corperation has no obligation under the Loan Agreement to make any payments with respect
to the Purchase Price of any Bonds tendered or deemed tendered for purchase and the Purchase Price of
such Bonds is payable solely from the proceeds of the remarketing of such Bonds or from amounts made
available under the Standby Bond Purchase Agreement. As a result, no financial or operating data
concerning the Corporation has been included in this Official Statement as such information should not be
considered material in an evaluation of the offering of the Bonds or any decision to purchase, hold or sell
the Bonds while the Bonds are in 8 Weekly Rate Period,

THE BONDS

The following is a summary of certain provisions of the Bonds. Reference is made to the Bonds
for the complete text thereof and to the Indenture for a more detaited description of such provisions. The
discussion herein is qualified by such reference, See “APPENDIX A — SUMMARY OF CERTAIN
PROVISIONS OF THE PRINCIPAL LEGAL DOCUMENTS” herein. This Official Statement provides
information as of its date with respect to the Bonds (including the terms of such Bonds) in a Weekly Rate
Period. Purchasers of the Bonds should not rely on this Official Statement for information concerning the
Bonds in connection with any Conversion of the Bonds from a Weekly Rate Period, but should look
solely to the offering document to be used in connection with any such Conversion.

General

The Bonds of each Series will be dated their date of issuance and will be issued in the principal
amount indicated on the cover page of (his Official Statement. The Bonds of each Series will mature on
February 1, 2010 {the “Maturity Date™).

Pursuant to the Indenture, the Bonds of each Series shall bear interest at the Daily Rate, Weekly
Rate, Commercial Paper Rate (each, a “Variable Rate™), M-STARS Rate or a Fixed Rate, based on the
Interest Rate Determination Method specified from time to time by the Corporation. The interest rate for
all the Bonds of a Series shall be determined based on the same Interest Rate Determination Method and
(except as to Liquidity Provider Bonds) shall bear interest at the same interest rate. The Bonds of each
Series will initially bear interest at the Weekly Rate, determined as described herein. The maximum rate
of mterest any of the Bonds (other than Liquidity Provider Bonds) may bear is 12% per annum. The
Bonds shall bear interest payable on each Interest Payment Date computed on the basis of a 365/366-day
year and actual days elapsed. The Bonds will initially be issued in authorized denominations of $100,000
or any integral multiple of 5,000 in excess thereof.

The Bonds will be registered in the pame of Cede & Co., the nominee of The Depository Trust
Company, New York, New York (“DTC"). DTC will act as securities depository for the Bonds. So long
as the Bonds are heid in the book-entry system, DTC or its nominee will be the registered owner of the
Bonds for all purposes of the Indenture, the Bonds and this Official Statement, For purposes of this
Official Statement, DTC or its nominee, and its successors and assigns, are referred to as the “Securities
Depository.” So long as the Bonds are held in book-entry form through DTC, all payments with respect
to principal of, premium, if any, interest on, and Purchase Price of, the Bonds will be made pursuant to
DTC's rules and procedures, See “APPENDIX B — BOOK-ENTRY ONLY SYSTEM" herein.

Deutsche Bank National Trust Company is the Trustee, Tender Agent, Registrar and Paying
Agent for the Bonds. JP. Morgan Securities Inc. and Banc of America Securities LLC have been



appointed under the Indenture and under separate Remarketing Agreements with the Corporation to serve
as Remarketing Agents for the Series A Bonds and Series B Bonds, respectively. The Remarketing
Agents may resign or be removed and successor Remarketing Agents may be appointed, all in accordance
with the terms of the Indenture and the Remarketing Agreements.

There are a number of provisions in the Indenture relating to the terms of Liquidity Provider
Bonds {i.e., Bonds purchased by the Liquidity Banks pursuant to the Indenture and the Liquidity Facility)
which are not described in the forepart of this Official Statement. All references to the terms of the Bonds
in the forepart of this Official Statement describe only Bonds which are not owned by the Liquidity Banks
unless expressly indicated herein.

Weekly Rate Period for Bends

Upon issuance, the Bonds of each Series will initjally bear interest at a Weekly Rate, provided
that during the period from the date of issuance of the Bonds of each Series through the first Tuesday
thereafter, the Bonds of each Series shall bear interest at the rate specified in a Certificate of the
Infrastructure Bank. During each Weekly Rate Period, the applicable Remarketing Agent will set a
Weekly Rate by 5:00 p.m., New York City time, on each Tuesday (or the immediately preceding Business
Day, if such Tuesday is not a Business Day) for the next Calendar Week. Each Weekly Rate shall be the
rate of interest which, if borne by Bonds of a Series in the Weekly Rate Period, would, in the judgment of
the applicable Remarketing Agent, having due regard for the prevailing financial market conditions for
Tax-Exempt Securities which are of the same general nature as such Bonds of a Series or Tax-Exempt
Securities which are competitive as to credit and maturity (or period for tender) with the credit and
maturity (or period for tender) of the Bonds of a Series in the Weekly Rate Period, be the lowest inferest
rate which would enable the applicable Remarketing Agent to place such Bonds at a price of par (plus
accrued interest, if any) on the first day of the Calendar Week for which such Weekly Rate is established.

The interest on each Bond of a Series bearing interest at the Weekly Rate will be payable on the
first Business Day of each calendar month, on each Conversion Date for such Bond and on the Maturity
Date, to the registered Bondholder whose names appear on the registration books maintained by the
Registrar as of the close of business on the Record Date, which shall be the Business Day immediately
preceding the Interest Payment Date; except that if there is a default in any payment of interest and
sufficient funds thereafter become available to pay such interest, such payment shafl be made to the
registered Bondholder whose names appear on the registration books as of a special record date to be
established by the Trustee.

The Bonds of each Series shall bear interest from their respective dates of issuance until payment
of the principal thereof shall have been made or provided for in accordance with the provisions of the
Indenture whether at maturity, upon redemption or otherwise, While the Bonds are held in a book-entry-
only system, all payments and delivery of Bonds shall be made in the manner described in
“APPENDIX B — BOOK-ENTRY ONLY SYSTEM™ herein,

The Interest Rate Determination Method for the Bonds of each Series may be converted from
time to time as provided in the Indenture. Prior to any such change, notices shall be given to the Holders
of the Bonds of such Sertes to be converted at least 20 days before such Conversion and the Holders (and
Beneficial Owners) of the Bonds to be converted shall be required to tender their Bonds of such Series for
purchase as provided in the Indenture,

Failure to Determine Rate for Certain Rate Periods. If, for any reason, the Rate on any Bond is
not established as aforesaid by the applicable Remarketing Agent for such Bond of a Series or no
Remarketing Agent shall be serving as such for such Bond of a Series or any Rate so established is held



to be invalid or unenforceable with respect to any such Rate Period, then the interest rate for such Rate
Period shall be 100% of the applicable Rate Index on the date such Rate was (or would have been)
determined as provided above.

Notice af Rates. Promptly following the determination of any Rate for a Bond of a Series, the
applicable Remarketing Agent shall give written notice thereof to the Trustee. Such notice shall also
include details as to principal amounts of Bonds of such Series and the Interest Rate Determination
Method at the time applicable.

Absence of Remarketing Agent. 1f no Remarketing Agent shall be serving under the Indenture
for the Bonds of a Series, the determination of the Rate pursuant to the applicable Rate Index for the
Bonds of such Series shall be made by the Corporation. The determination of any Rate or Rate Index by
a Remarketing Agent or the Corporation (as aforesaid in the immediately preceding sentence) shall be
conclusive and binding upon the Infrastructure Bank, the Corporation, the Trustee, the applicable
Remarketing Agent and the Bondholders.

No Liability. In determining the interest rate that the Bonds of a Series shall bear as provided in
the Indenture, the applicable Remarketing Agent and the Corporation (as aforesaid in the immediately
preceding sentence) shaifl have no liability to the Infrastructure Bank, the Corporatlon the Trustee or any
Bondholder, except for its negligence or witiful misconduct.

Conversion of Interest Rate Determination Method from Weekly Rate

Right of Conversion. With the consent of the Insurer, the Interest Rate Determination Method
for the outstanding Bonds of each Series is subject to Conversion from time to time by an Authorized
Corporation Representative, with such right to be exercised by written netice (the “Conversion Notice™)
to the Liquidity Provider, the Infrastructure Bank, the Trustee and the applicable Remarketing Agent for
the Bonds of the Series to be converted as follows: (A) at least four (4) Business Days prior to the
thirtieth (30"} day prior to the effective date of such proposed Conversion, in the event of a Conversion to
a Daily Rate Period, M-STARS Ratc Period or Commercial Paper Rate Period; and (B) no less than thirty
(30} days prior to the thirtieth {(30™) day prior to the effective date of such proposed Conversion, in the
event of a Conversion to a Fixed Rate Period,

The Conversion Notice must be accompanied by (i) an Opinion of Bond Counsel stating that the
Conversion is authorized and permitted under the Indenture and will not adversely affect the Tax-Exempt
status of the interest on any of the Bonds, and (ii) a Rating Confirmation, if at the same time as the Bonds
of a Series are converted there will be either a change of Liquidity Provider or any modification of the
Liquidity Facility applicable to the Bonds of such Series, including, but not limited to, a modification of
such Liquidity Facility o increase the amount of accrued interest required to be included in the Liquidity
Facility (as specified in the Indenture) in connection with a Conversion of Bonds of a Series to a
Commerctal Paper Rate. '

Limitations. Any Conversion from the Weekly Rate must comply with certain requirements
under the Indenture, inciuding, but not limited to the following: {A) the Conversion Date must be an
Interest Payment Date on which the Bonds of a Series designated for Conversion are subject to mandatery
tender pursvant to the applicable provisions of the Indenture; {B) the Conversion Date must be a Business
Day; (C) the Liquidity Facility for the Bonds of a Series being converted to be held by the Trustee after a
Conversion to another Variable Rate must cover accrued interest {(computed at the Maximum Inferest
Rate then in effect on the basis of a 365/366 day year and actual days elapsed) for the maximum number
of days between Interest Payment Dates permitted under that Interest Rate Determination Method plus
such additional number of days as shall be required in order to obtain or maintain a rating on the Bonds to



be converted; provided that if the number of days of interest coverage provided by the Liquidity Facility
is being changed, the Trustee shall have received a Rating Confirmation; (D) no Conversion shall become
effective unless the Opinion of Bond Counsel referred to above is redelivered on (and as of) the
Conversion Date and all outstanding Bonds are successfully remarketed in the new Interest Rate
Determination Method on the Conversion Date; (E)} no Conversion from a Weekly Rate Period to a M-
STARS Rate Period shall become effective unless the Conversion Date shall be a regularly scheduled
Interest Payment Date on which interest is payable for the Weekly Rate Period; and (F) upon Conversion
of the Bonds of a Series to a Fixed Rate or to a M-STARS Rate, an Authorized Corporation
Representative may provide in the Conversion Notice to the Liquidity Provider for the Bonds of a Series
being converted a request for termination of the Liquidity Facility to be effective upon such Conversion
Date to a Fixed Rate or to a M-STARS Rate.

Notice to Bondholders. Upon receipt of a Conversion Notice from an Authorized Corporation
Representative, as soon as possible, but in any event not less than twenty (20) days prior to the proposed
Conversion Date, the Trustee shall give notice by first-class mail to the Bondholders, which notice shall
state in substance: {A) that the interest rate on the Bonds of a Series so selected shall be converted to the
specified Vanable Rate, M-STARS Rate or the Fixed Rate, as the case may be, on the applicable
Conversion Date if the conditions specified in the Indenfure are satisfied on or before such date; (B) the
applicable Conversion Date; {C) that the Corporation has delivered to the Trustee an Opinion of Bond
Counsel and a smmmary of the matters covered in such opinicn in the form provided to the Trustee by the
Corporation; {D} that the Interest Rate Determination Method for the Bonds of a Series so selected shall
not be converted unless the Opinion of Bond Counsel referred to above is redelivered to the Trustee on
(and as of} the Conversion Date and all the Bonds of a Series are successfully remarketed in the new
Interest Rate Determination Method on the Conversion Date; (B) the CUSIP numbers or ofher
identification information of the Bonds of such Series; (F) that all the Bonds of such Series are subject to
mandatory tender for purchase on the Conversion Date (whether or not the proposed Conversion becomes
effective on such date) at the applicable Purchase Price; and (Q) that, to the extent that there shall be on
deposit with the Trustee on the applicable Conversion Date an amount of money sufficient to pay the
Purchase Price thereof, all Bonds of such Series nof delivered to the Trustee on or prior to the Conversion
Date shall be deemed to have been properly tendered for purchase and shall cease to constitute or
represent a right on behalf of the former Holder thereof to the payment of principal thereof or inferest
thereon and shall represent and constitute only the right to payment of the Purchase Price on deposit with
the Trustee, without interest accruing thereon after the Conversion Date.

Failure af Conditions fo be Met. If on the Conversion Date the Corporation fails to deliver to the
Trustee the Opinion of Bond Counsel required by the Indenture or if the applicable Remarketing Agent
has not successfully remarketed all of the outstanding Bonds of a Series to be converted, the Interest Rate
Determination Method shall not be converted but the Bonds of such Series which were the subject of the
Conversion Notice shall be deemed to have been tendered for purchase on the Conversion Date specified
in the Conversion Notice and shall be purchased on the proposed Conversion Date specified in the
Conversion Notice and the Bonds of such Series shall continue to bear interest at the Interest Rate
Determination Method in effect for the Bonds of such Series prior to the proposed Conversion Date
specified in the proposed Conversion Notice; provided, however, that the rate of interest on such Bonds of
such Series shall be determined on the proposed Conversion Date. Tn such event, the Infrastructure Bank
and the Holders of such Bonds of such Series shall be restored (except as aforesaid with respect to the
purchase of the Bonds of such Series) to their former positions and rights under the Indenture with respect
to the Bonds of such Series, and all rights of the Infrastructure Bank and the Corporation shall continue as
if no such proceedings, for the Conversion of the Interest Rate Determination Method on the Bonds of
such Series had taken place,
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Notice Failure No Bar. Faihure of a Bondholder to receive the notice described above, or any
defect therein, shall not affect the validity of any interest rate or continuation of or change in the Interest
Rate Determination Method for any of the Bonds of & Series or extend the period for tendering any of the
Bonds of a Series for purchase, and the Trustee shall not be lable to any Bondholder by reason of the
failure of a Bondholder to receive such notice or any defect therein,

No Conversion During Continuance of Event of Default. No Conversion of any Bonds of a
Series shall occur under the Indenture if at the time of such proposed Conversion an Event of Default
shall have occunred and be continuing under the Indenture,

Rescission of Election. Notwithstanding anything in the Indenture to the contrary, the
Corporation may rescind any Conversion Notice for any Series of Bonds prior to the Conversion Date by
giving written notice thereof to the Infrastructure Bank, the Trustee, the Liquidity Provider and the
applicable Remarketing Agent prior to such proposed Conversion Date. If the Trustee receives notice of
such rescission prior to the time the Trustee has given notice to the Holders of the affected Series of
Bonds, then the Conversion Notice previously delivered by the Corporation shall be of no force and
effect. If the Trustee receives notice of such rescission after the Trustee has given notice to the Holders of
the Series of Bonds to be converted, then such Sertes of Bonds shall continue to be subject to mandatory
tender for purchase on the proposed Conversion Date specified in the Conversion Notice and the Rate
Period for the Bonds of such Series shall automatically adjust to, or continue as, a Weekly Rate Period on
the proposed Conversion Date specified in the Conversion Notice. No Opinion of Bond Counsel shall be
required in connection with the automatic adjustment to a Weekly Rate Period as described in this

paragraph.
Tender of Bonds for Purchase

Optional Tender. During each Weekly Rate Period, any Bond or portion thereof in an
Authorized Denomination shall be subject to tender for purchase at the option of the Holder of such Bond
on any Business Day at a purchase price equal to 100% of the principal amount thereof, plus accrued and
unpaid interest thereon to but not including the date of purchase (provided, however, if the date of such
purchase occurs after the Record Date applicable to the interest accrued on such Bond from the last
occurring Interest Payment Date, thent the Purchase Price shall not include acerued and unpaid interest,
which shall be paid to the Holder of record on the applicable Record Date)} payable in immediately
available funds, upon delivery by the Holder or Beneficial Owner of such Bond to the Tender Agent at its
Principat Office of an hrevocable notice by telephone {promptly confirmed in writing) or written or
Electronic notice by 5:00 p.m. (New York City time) on any Business Day at least seven (7) days priot to
the Purchase Date, which states the principal amount of such Bond to be tendered for purchase and the
Purchase Date. The Purchase Price of such tendered Bond shall be payable only upon delivery of such
Bond to the Tender Agent in accordance with the Indenture.

Effect of Tender. Any instrument delivered to the Trustee or Tender Agent in accordance with
the above paragraph shall be irrevocable with respect to the purchase for which such instrument was
delivered and shall be binding upon any subsequent Holder or Beneficial Owner of the Bond to which it
relates, including any Bond issued in exchange therefor or upon the registration of transfer thereof, and as
of the date of such instrument, thie Holder or Beneficial Owner of the Bonds specified therein shall not
have any right to optionally tender for purchase such Bonds prior to the date of purchase specified in such
notice. The Tender Agent and the Trustee may conclusively assume that any person (other than a Holder)
providing notice of optional tender pursuant to the above paragraphs is the Beneficial Owner of the Bend
to which such notice relates, and neither the Tender Agent nor the Trustee shall assume any liability in
accepting such notice from any person whom it reasonably believes to be a Beneficial Owner of the
Bonds.
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If moneys sufficient to pay the Purchase Price of Bonds to be purchased pursuant to an optional
tender shall be held by the Tender Agent on the date such Bonds are to be purchased, such Bonds shall be
deemed to have been purchased for all purposes of the Indenture, irrespective of whether or not such
Bends shall have been delivered te the Tender Agent or transferred on the books of DTC in accordance
with the Indenture, and neither the former Holder not the former Beneficial Owner of such Bonds shall
have any claim thereon, under the Indenture or otherwise, for any amount other than the purchase price
thereof without interest on and after the Purchase Date,

SEE  “APPENDIX B —BOOK-ENTRY ONLY SYSTEM” FOR THE TENDER
PROVISIONS APPLICABLE WHILE THE BONDS ARE IN THE BOOK-ENTRY ONLY
SYSTEM. THE INFRASTRUCTURE BANK, THE CORPORATION, THE TENDER AGENT
AND THE TRUSTEE SHALL NOT BE RESPONSIBLE IN THE EVENT DTC DOES NOT
TENDER OR DELIVER BONDS FOR TENDER IN ACCORDANCE WITH DIRECTIONS DTC
RECEIVES FROM A DTC PARTICIPANT,

Mandatory Tender During Weekly Rate Period. The Bonds of a Series shall be subject to
mandatory tender for purchase at a Purchase Price equal to 100% of the principal amount of any Bond of
a Series tendered or deemed tendered to the Trustee for purchase, plus accrued and unpaid interest
thereon to but not including the date of purchase (provided, however, if the date of such purchase oceurs
after the Record Date applicable to the interest accrued on such Bond from the last occurring Interest
Payment Date, then the Purchase Price shall not include accrued and unpaid interest, which shall be paid
to the Holder of record on the applicable Record Date), upon the occurrence of any of the avents stated
below:

{i) on the effective date of any new Interest Rate Determination Method for such
Bonds of a Series;

(ii} on the day before the termination date of the then current Liquidity Facility as a
result of providing a substitute Liquidity Facility with respect to the Bonds of a Series pursuant to
the Loan Agreement;

(iit) on the day before the effective date of any amendment or modification of the
Liquidity Facility applicable to the Bonds of such Series unless the Trustee shall have received a
Rating Confirmation with respect to such amendment or modification;

(iv) upon receipt by the Trustee of written notice from the Liquidity Provider for that
Serics of Bonds stating that an event has occurred as a result of which the Liquidity Provider is
permitted under the Liguidity Agreement, to terminate or to suspend its chligation to purchase
Bonds of such Series under the Liquidity Agreement, on a Business Day selected by the Trustee
not more than five (5) days after receipt of such notice; or

(v} on the last Business Day that is not less than five (5) calendar days preceding the
expiration, or the termination by the Corporation, of the Liquidity Facility then in effect with
respect to such Series, in the event that at least 35 days prior to the expiration in whole of any
Liguidity Facility then in effect with respect to such Bonds of a Series (other than an expiration of
the Liquidity Facility at the maturity of the such Bonds of a Series) the Trustee shall have not
received (a} a renewal or extension of the existing Liquidity Facility for a period of at least 364
days (or, if shorter, the peried to maturity of the Bonds of a Series) or {b} a substitute Liquidity
Facility meeting the requirements of the Loan Agreement.



With respect to Bonds of a Series subject to mandatory tender for purchase pursuant to
clause (i) above, the Trustee will give notice as described under the caption “Conversion of Interest Rate
Determination Method from Weekly Rate — Notice to Bondholders” herein. With respect to Bonds of a
Series subject to mandatory tender for purchase pursuant to clause (ii), (iii)} or {v) above, the Trustee shall
give notice by first-class mail to the Holders of the Bonds of a Series at their address shown on the
registration books kept by the Registrar, not fater than the fiftieenth (15"™) day prior to the date on which
such Bonds are subject to mandatory tender. With respect to Bonds of a Series subject to mandatory
tender pursuant to clause (iv) above, the Trustee shall give notice by first-class mail to the Holders of the
affected Bonds of the applicable Series at their addresses shown on the registration books kept by the
Registrar within two (2) Business Days of receipt of the notice pursuant to clause (iv) above.

If moneys sufficient to pay the Purchase Price of Bonds to be purchased pursuant to a mandatory
tender shall be held by the Tender Agent on the date such Bonds are to be purchased, such Bonds shal] be
deemed to have been purchased for all purposes of the Indenture, irrespective of whether or not such
Bonds shall have been delivered to the Tender Agent or transferred on the books of DTC in accordance
with the Indenture, and neither the former Holder not the former Beneficial Owner of such Bonds shall
have any claim thereon, under the Indenture or otherwise, for any amount other than the purchase price
thereof without interest on and after the Purchase Date.

Funds for Purchase of Tendered Bonds. Funds for the payment of the Purchase Price of such
Bonds {or portions thereof in Authorized Denominations) shall be paid by the Tender Agent solely from
the following sources and in the following order of priority:

() Proceeds of the remarketing of such Bonds; and

(i) If the proceeds from the remarketing of such Bonds on any Purchase Date are
insufficient to purchase all such tendered Bonds, money drawn or received under Liquidity
Facility for such Bonds.

Remarketing

J.P. Morgan Securities Inc. and Banc of America Securities LLC will serve as Remarketing
Agents for the Series A Bonds and the Series B Bonds, respectively, pursuant to the terms of the
Indenture and separate Remarketing Agreements with the Corporation. The Remarketing Agents may
resign, or the Corporation or the Infrastructure Bank may remove the Remarketing Agents, pursuant to
the terms of the Remarketing Agreements.

Upon receipt of notice that any Bonds of a Series will be or are required to be tendered for
purchase in accordance with the Indenture, the applicable Remarketing Agent is required under the
Indenture and the respective Remarketing Agreement to use its best efforts to remarket such Bonds at a
price equal to the Purchase Price on the date designated for purchase by the Bondholder thereof in
accordance with the optional or mandatory fender provisions of the Indenture, as applicable. The
Remarketing Agent will transfer to the Tender Agent the proceeds of the remarketing of such Bonds.

Redemption
The Bonds are subject to redemption prior to the Maturity Date, as described below:
Optional Redemption. The Bonds of each Series as shall be designated by the Corporation will

be subject to redemption on any Interest Payment Date at a redemption price equal to 100% of the
principal amount thereof, upon prepayment of the Repayment Ilnstallments at the option of the
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Corporation, in whole, or in part by lot in Authorized Denomiﬁations, prior to their maturity dates, but
cnly from Available Amounts.

Optional Redemption Upon Extraordinary Events., The Bonds of such Series as shall be
designated by an Authorized Corporation Representative shall be redeemed in whole or in part, and if in
part by lot, at any time, but only from Available Amounts {provided that the portion of the redemption
price that is accrued interest need not be paid with Available Amounts if the redemption date is an Interest
Payment Date for the Bonds of a Series to be redeemed), at a redemption price equal to the principal
amount thereof plus accrued interest to the redemption date upon receipt by the Trustee of a written notice
from the Corporation stating that any of the followmg events has occurred and that the Corporation
therefore intends to exercise its option to prepay the payments due under the Loan Agreement and thereby
effect the redemption of Bonds in whole or in part to the extent of such prepayments:

(1 All or part of the Project shall have been damaged or destroyed (o such an extent
that, in the opinion of the Corporation (expressed in a certificate filed with the Infrastructure Bank and the
Trustee}, the Project or such affected portion could not reasonably be restored within a peried of twelve
(12) months to the condition thereof immediately preceding such damage or destruction, and the
Corporation will be prevented, or is likely to be prevented for a period of twelve (12) consecutive months
or more, from carrying on al} or substantially all of its normal operation of the Project.

] The temporary use of all or a part of the Project shall have been taken under the
exercise of the power of eminent domain or as a result of the termination or expiration of the underlying
lease of the property upon which any of the Project is located.

(3) Unreasonable burdens or excessive liabilities shall have been imposed upon the
Corporation affecting all or a part of the Project including, without limitation, federal, state or other ad
valorem, property, income or other taxes not being imposed on the date of the Loan Agreement,

If any of the events described above shall have cccurred with respect to any portion, and less than
all, of the Project, the portion of the Repayment Installments that may be prepaid shall not exceed an
amount derived by multiplying the total principal amount of the outstanding Bonds by a fraction (i) the
numerator of which is the cost of such Project or portion thereof affected by one of the events listed above
and (it} the denominator of which is the aggregate amount of Bonds issued.

Redempiion Upon Mandatory Prepayment. The Bonds of cach Series shall be subject to
redemption from amounts which are required to be prepaid by the Corporation pursuant to the Loan
Agreement, (but only after such amounts have become Avatlable Amounts, provided that the portion of
the redemption price that is accrued interest need not be paid with Available Amounts if the redemption
date is an Interest Payment Date for the Bonds of a Series to be redeemed), upon the occurrence of a
Determination of Taxability, in whole or in part (as described below) on any date at a redemption price
equal to the principal amount thereof plus interest accrued to the redemption date, which shatl be within
180 days after the occurrence of such Determination of Taxability, provided, however, that if, in an
Opinion of Bond Counsel delivered to the Trustee, the redemption of a specified portion of the Bonds
outstanding would have the result that interest payable on the Bonds remaining outstanding after such
redemption would remain Tax-Exempt, then the Bonds shall be redeemed in part by lot (in Authorized
Denominations), in such amounts as Bond Counsel in such opinion shall have determined is necessary to
accomnplish that result, and such partial redemption shall be allocated among the outstanding Bonds of
each maturity as designated by an Authorized Corporation Representative.
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Maundatory Sinking Fund Redemption.

Series A Bonds. The Series A Bonds are subject to redemption from mandatory sinking fund
payments set aside in the Bond Fund, at a redemption price equal to the principal amount of the Series A
Bonds to be redeemed plus accrued interest to the redemption date, without premium, in the respective
amounts and on the respective dates set forth below:

Redemption Date
(February 1} Principal Amount
2006 $14,000,000
2007 12,900,000
2008 €,300,000
2000 19,600,000
2010 31,300,000

' Maturity.
Series B Bonds. The Series B8 Bonds are subject to redemption from mandatory sinking fund
paymenis set aside in the Bond Fund, at a redemption price equal to the principal amount of the Series B

Bonds to be redeemed phis accrued interest to the redemption date, without premium, in the respective
amounts and on the respective dates set forth below:

Redemption Date
(February 1) . Principal Amount
2006 $ 6,700,000
2007 6,100,000
2008 3,000,000
2009 9,300,000
2010 14,900,000

¥ Maturity.

In the event Bonds of a Series are redeemed pursuant to the optional redemption or redemption upon
mandatory prepayment provisions set forth above, the remaining mandatory sinking find redemption
amounts with respect to the Bonds of such Series shall be reduced, in an aggregate amount equal to the
principal amount of the Bonds of such Series so redeemed, as directed in writing by the Corporation, and
in the absence of such direction, as proportionally as possible in integral multiples of the applicabie
Authorized Denominations.

Notice of Redemption. The Trustee will give notice of any redemption of Bonds of a Series
(other than mandatory sinking fund redemption), by first-class mail, postage prepaid, to the registered
owners of all Bonds of such Series to be redeemed, at the addresses appearing in the registration books
kept for such purpose, and other entities specified in the Indenture, including the applicable Remarketing
Agent, not less than thirty (30) days nor more than sixty (60) days prior to the redemption date. Each
notice of redemption of Bends of a Series will identify the Bonds of such Series to be redeemed and will
state, among other things, the redemption date, the redemption price and the place of redemption. So long
as DTC or its nominee is the sole registered owner of the Bonds of a Series under the book-entry system,
redemption notices will be sent to Cede & Co. Notice of redemption wili also be sent fo certain
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information services that disseminate redemption notices and to certain nationally recognized municipal
securities information repositories.

With respect 10 any notice of optional redemption or redemption upon mandatory prepayment as
described above, unless upon the giving of such notice the Bonds of a Series to be redeemed are deemed
to have been paid, such notice must state that such redemption is conditional upon the receipt by the
Trustee on or prior to the date fixed for such redemption of Available Amounts sufficient to pay the
principal of, and premium, if any, and interest on, such Bonds to be redeemed, and that if such Available
Amounts are not received, such notice will be of no force and effect and the Infrastructure Bank will not
be required to redeem such Bonds. If such redemption is not effected, the Trustee will, within a
reasonable time thereafter, give notice that such Available Amounts were not so received to such persons
and entities that received the original notice of redemption.

Effect of Redemption. Notice of redemption having been duly given and moneys for the
payment of the redemption price being held by the Trustee, the Bonds of a Series so called for redemption
will, on the redemption date designated in such notice, become due and payable at the redemption price
specified in such notice, interest on the Bonds of such Series o be redeemed will cease to accrue, said
Bonds shaill cease to be entitled to any lien, benefit or security under the Indenture and the Holders
thereof will have no rights except to receive payment of the redemption price of and interest, if any,
accrued to the redemption date on the Bonds of such Series.

Selection of Bonds to be Redeemed. The principal amount of Bonds of each Series to be
redeemed with prepayments by the Corporation pursuant to the optional prepayment by the Corporation
of Repayment Instaliments under the Loan Agreement shall be as specified by the Corporation pursuant
to the Loan Agreement. If less thar all of the Bonds of any Series are called for redemption, the Trustee
shall select the Bonds of such Series or any given portion thereof to be redeemed, first from the
Outstanding Liguidity Provider Bonds of such Series, if any, or such portion thereof not previously called
for redemption, by lot in such mamner as it may determine, until all Liquidity Provider Bonds of such
Series, if any, shall have been redeemed. If there are no Liguidity Provider Bonds of a Series and less
than afl of the Bonds of any Series are called for redemption, the Trustee shall select the Bonds of such
Series or any given pertion thereof to be redeemed, from the Outstanding Bonds of such Series, or such
portion thereof not previously called for redemption, by lot in such manner as it may determine. For the
purpose of any such selection the Trustee shall assign a separate number for each minimum Authorized
Denomination of each Bond of a denomination of mere than such minimum; provided that following any
such selection, both the portion of such Bond to be redeemed and the portion remaining shall be in
Authorized Denominations. The Trustee shall promptly notify the Infrastructure Bank and the
Corporation in writing of the numbers of the Bonds or portions thereof so selected for redemption.
Notwithstanding the foregeing, if less than all of the Bonds of any Series are 10 be redeemed at any time
while the Bonds are Book-Entry Bonds, selection of the Bonds to be redeemed after Liguidity Provider
Baonds have been redeemed shall be made in accordance with customary practices of DTC or the
applicable successor depository, as the case may be.

Boak-Entry Ouly System

The Infrastructure Bank, the Corporation, the Trustee, the Paying Agent, the Tender Agent and
the Remarketing Apgents will have no responsibility or obligation to any Securities Depository, any
Participants in the book-entry system, or the Beneficial Owners with respect to (a) the aceuracy of any
records maintained by the Securities Depository or any Participant, (b) the payment by the Securities
Depository or by any Participant of any amount due to any Participant or Beneficial Owner, respectively,
in respect of the principal amount or redemption or Purchase Price of, or interest on, any Bonds, or (c) the
delivery of any notice by the Securities Depository or any Participant.
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In the event of the discontinuance of the book-entry system for the Bonds, Bond certificates will
be printed and delivered and the following provisions of the Indenture will apply: (a) principal of the
Bonds will be payable upon surrender of the Bonds at the Principal Office of the Paying A gent, (b) Bonds
may be transferred or exchanged for other Bonds of Authorized Denominations at the destgnated office of
the Registrar, without cost to the owner thereof except for any tax or other governmental charge, and
{c) Bonds will be issued in denominations as described above under “General.”

SECURITY FOR THE BONDS
Payments by the Corporation Under the Loan Agreement

Payment of the principal of, and premium, if any, and interest on the Bonds will be secured by an
assigniment by the Infrastructure Bank to the Trustee of all of the Revenues and any and all of the
Infrastructure Bank’s rights and privileges under the Loan Agreement, including all Repayment
Instaliments to be made by the Corporation to the Infrastructure Bank under the Loan Agreement (except
the Infrastructure Bank’s rights with respect to notices, consents and approvals, and its rights to receive
certain payments with respect to fees, expenses and indemnification rights). Pursuant to the Loan
Agreement, the Corporation has pledged its Net Operating Revenues to secure its obligation to make
paymenis of principal of and interest on the Bonds, which pledge is on a parity with the pledge of such
Net Operating Revenues securing certain other obligations. Payment of the principal of and interest on
the Bonds when due (not including acceleration or redemption except mandatory sinking fund
redemption) will be insured by the Policy to be issued by the Insurer. The Purchase Price of Bonds
tendered or deemed tendered for purchase is payable solely from ameounts drawn under the Liguidity
Facility and from remarketing proceeds, and is not otherwise payable from or secured by Net Operating
Revenues of the Corporatienr. While the Bonds are in a Weekly Rate Period, prospective investors should
base their investment decision on the credit worthiness of the Insurer and the Liguidity Banks. See
“BOND INSURANCE,” “THE STANDBY BOND PURCHASE AGREEMENT” and “THE
LIQUIDITY BANKS” herein. The Bonds will not be secured by a mortgage or a security interest in the
Project or any other property of the Corporation, other than Net Operaling Revenues.

THE BONDS DO NOT CONSTITUTE A DEBT OR LIABILITY OF THE STATE OR
ANY POLITICAL SUBDIVISION THEREOF, OTHER THAN A LIMITED OBLIGATION OF
THE INFRASTRUCTURE BANK PAYABLE SOLELY FROM REVENUES. THE BONDS DO
NOT CONSTITUTE A PLEDGE OF THE FAITH AND CREDIT OF THE STATE OR ANY
POLITICAL SUBDIVISION THEREQF, BUT WILL BE PAYABLE SOLELY FROM THE
FUNDS PROVIDED THEREFOR UNDER THE INDENTURE. NEITHER THE FAITH AND
CREDIT NOR THE TAXING POWER OF THE STATE IS PLEDGED TO THE PAYMENT OF
THE PRINCIPAL OF, OR INTEREST ON, THE BONDS; AND NO HOLDER OR BENEFICIAL
OWNER OF ANY BONDS SHALL HAVE ANY RIGHT TO DEMAND PAYMENT OF THE
PRINCIPAL OF, PREMIUM, IF ANY, OR INTEREST ON, THE BONDS BY THE
INFRASTRUCTURE BANK, THE STATE OR ANY POLITICAL SUBDIVISION THEREOF,
OUT OF ANY FUNDS TO BE RAISED BY TAXATION OR APPROPRIATION.

Rate Covenant

The Corporation has covenanted in the Loan Agreement that, so long as any Bonds remain
QOutstanding, for each year it shall establish a Grid Management Charge in accordance with the Grid
Management Charge Formula which shall include in its budgeted revenue requirements a Coverage
Requirement with respect to hudgeted debt service on the Bonds and any Parity Obligations of not less
than 25% and shall not take any action to modify the Grid Management Charge Formuta in any manner
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which would adversely affect the security afforded the Bondholders under the Loan Agreement including,
without limitation, ceasing to maintain the Reserve Requirement at 15% of its annual Operating Expenses
for purposes of the Grid Management Charge Formula. “Grid Management Charge” means the
Cerporation’s monthly charge on certain entities that is intended to recover the Corporation’s start-up and
development costs and the cests associated with the ongoing operation and maintenance {including
financing costs) of the Corporation’s controlled grid. “Grid Management Charge Formula” means the
formula according to which the Grid Management Charge is calculated, which is set forth in the Tanff
and which includes: (i} an amount necessary to fully amortize the Corporation’s start-up and development
costs over a period of not less than 5 years, (ii) budgeted annual operating costs, (iii) financing costs and
(iv) budgeted annual costs of pay-as-you-go capital expenditures and reasonable coverage of debt service
obligations.

Qutstanding Parity Obligations

As of September 30, 2004, there was outstanding $159,700,000 aggregate principal amount of
2000 Bonds, comprised of $62,800,000 principal amount of 2000 Series A Bonds, $38,000,000 principal
amount of 2000 Series B Bonds and $38,900,000 pringipal amount of 2000 Series C Bonds. Payment of
the principal of and interest on the 2000 Bonds by the Comporation is secured by a pledge of Net
Operating Revenues of the Corporation on a parity with the pledge of such Net Operating Revenues
securing the Corporation’s obligation to make payments of principal of and interest on the Bonds and
such 2000 Bonds constitute Parity Obligations for purposes of the Indenture.

In connection with the 2000 Series A Bonds and the 2000 Serics B Bonds, the Corpoeration
entered nto an interest rate swap agreement in the form of an ISDA Master Agreement and Schedule and
related Transactions {the “2000 Swap Agreement”) with Morgan Guaranty Trust Company of New York,
which has been succeeded by JPMorgan Chase Bank, N.A. (“Morgan Guaranty”). Pursuant to the
Transactions under the 2000 Swap Agreement, the Corporation agreed to pay a fixed interest rate on an
initial notional amount of $163,400,000 and declining in accordance with the amortization of the 2000
Series A Bonds and 2000 Series B Bonds. In return, Morgan Guaranty agreed lo pay a variable rate of
interest, equal to The Bond Market Association Municipal Swap Index, a weekly index, on a like notional
amount. The amounts payahle by a party under the 2000 Swap Agreement are due monthly but are nefted
against the payments to be received by such party thereunder. The 2000 Swap Agreement constitutes a
Parity Obligation for purposes of the Indenture. Under certain circumstances, the 2000 Swap Agreement
is subject to termination and the Corporation may be required to make a substantial termination payment
to the counterparty thereunder. Any amounts payable upon early termination thereof are also payable on
a parity with the payment of the 2000 Bonds and the Bonds. Liquidity for the 2000 Bonds is provided by
a standby bond purchase agreement. Unreimbursed draws on such agreement bear interest payable by the
Corporation up to 20% per annum or the maximumn rate permitted by law. The obligations of the
Corporation under the 2000 standby bond purchase agreement constitute Parity Obligations pursuant to
the Tndenture,

The Corporation’s payment obligations under the Liquidity Agreement for the Bonds and the
2004 Swap Agreement also constitute Parity Obligations pursuant to the Indenture. See “PLAN OF
FINANCE —Swap Agreement” above.

Additional Parity Obligations
Pursuant to the Loan Agreement, the Corporation shall not, without the written consent of the
Insurer, create, incur or issue any additional Parity Obligations unless, at the time of such creation,

incurrence or issuance, there shall have been filed with the Trustee a certificate of an Authorized
Corporation Representative to the effect that the Grid Management Charge Formula, as then in effect,
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{1) provides for the payment of debt service on the Bonds, any then outstanding Parity Obligations and the
Parity Obligations to be created, incurred or issued and (i} permits inclusion i its budgeted revenue
requiremnents of a Coverage Requirement with respect to budgeted debt service on the Bonds, the
outstanding Parity Obligations and the Parity Obligations to be created, incurred or issued, of not less
than 25%.

bebt Service Reserve Fund

Upon the issuance of the Bonds, there will be deposited from the proceeds of the Bonds in the
Debt Service Reserve Fund an amount equal to the least of (i} 10% of the initial offering price to the
public of the Bonds as determined under the Code, or (b} the greatest amount of Bond Debt Service in any
Fiscal Year during the period commencing with the Fiscal Year in which the determination is being made
and terminating with the last Fiscal Year in which any Bond is due, or (¢) 125% of the sum of the Bond
Debt Service for all Fiscal Years during the period commencing with the Fiscal Year in which such
calculation is made {or if appropriate, the first full Fiscal Year following the execution and delivery of
any Bonds) and terminating with the last Fiscal Year in which any Bond Debt Service is due, divided by
the number of such Fiscal Years, all as computed and determined by the Corporation and specified in
writing to the Trustee; provided, however that in determining Bond Debt Service during any Weekiy Rate
Period, the interest rate on such Bonds for any period as to which such interest rate has not been
established shall be assimmned to be 110% of the daily average interest rate on such Bonds during the 12
months ending with the month preceding the date of calculation, or such shorter period that such Bonds
shall have been Outstanding (the “Debt Service Reserve Requirement™) (gpproximately $12,410,000 upon
the delivery of the Bonds).

“Bond Debt Service™ means, for any period of time, the sum of (a) the interest payabie during
such period on all Qutstanding Bonds, assuming that all Qutstanding Bonds which are Serial Bonds are
retired as scheduled and that all Qutstanding Bonds which are Term Bonds are redeemed or paid from
mandatory sinking fund payments as scheduled, (b) that portion of the principal amount of all
Outstanding Bonds which are Serial Bonds maturing on each principal payment date during such period,
and (c) that portion of the principal amount of all Outstanding Bonds which are Term Bonds required to
be redeemed or paid from mandatory sinking fund payments during such period (together with the
redemption premiums, if any, théreon),

Pursuant to the terms of the Loan Agreernent, within two Business Days after a withdrawal of
moneys from the Debt Service Reserve Fund and on each Debt Service Reserve Valuation Date, the
Corporation will deposit an amount necessary to bring the balance in the Debt Service Reserve Fund to be
at least equal to the Debt Service Reserve Requirement.

In leu of deposits and transfers to the Debt Service Reserve Fund, the Corporation may cause to
be deposited in the Debt Service Reserve Fund a Reserve Financial Guaranty or Reserve Financial
Guaranties in an amount equal to the difference between the Debt Service Reserve Requirement and the
sums, if any, then on deposit in the Debt Service Reserve Fund or being deposiled in such Fund
concurrently with such Reserve Financial Guaranty or Guaranties,

Limitations on Remedies

The rights of the Holders of the Bonds are subject to the limitations on legal remedies against
public agencies in the State. Additionally, enforceability of the rights and remedics of the Holders of the
Bonds, and the obligations incurred by the Infrastructure Bank and the Corporation, may become subject
to the following: the Federal Bankruptcy Code and applicable bankruptcy, insolvency, reorganization,
moratorium, or similar laws relating to or affecting the enforcement of creditor’s rights generally, now or
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hereafter in effect; equity principles which may limit the specific enforcement under State law of certain
remedies; the exercise by the United States of America of the powers delegated to it by the Constitution;
and the reasonable and necessary exercise, in certain exceptional situations, of the police powers inherent
in the sovereignty of the State and its governmental bodies in the interest of servicing a significant and
legitimate public purpose. Bankruptcy proceedings, or the exercise of powers by the federal or State
govermnment, if initiated, could subject the Holders of the Bonds to judicial discretion and interpretation of
their rights in bankruptcy or otherwise, and consequently may entail risks of delay, limitation, or
modification of their rights,

BOND INSURANCE

The following information has been furnished by Ambac for use in this Official Statement. Such
information has not been independently confirmed or verified by the Infrastructure Bank ov the
Corporation. No representation is made herein as fo the accuracy or adequacy of such information or as
{o the absence of material adverse changes in such information subsequent to the date hereof, or that the
information confained and incorporated herein by reference is correct. Reference is made to Appendix D
Jor a specimen of Ambac’s Policy.

The Poticy

Ambac has made a commitment fo issue a financial guaranty insurance pelicy (the “Policy™)
relating to the Bonds effective as of the date of issuance of the Bonds. Under the terms of the Policy,
Ambac will pay to The Bank of New York, in New York, New York or any successor thereto (the
“Insurance Trustee™) that portion of the principal of and interest on the Beonds which shall become Due
for Payment but shall be unpaid by reason of Nonpayment by the Obligor {as such terms are defined in
the Policy). Ambac will make such payments to the Insurance Trustee on the later of the date on which
such principal and interest becomes Due for Payment or within one business day following the date on
which Ambac shall have received notice of Nonpayment from the Trustee. The insurance will extend for
the term of the Bonds and, ance issued, cannot be canceled by Ambac.

The Policy will insure payment only on stated maturity dates and on mandatory sinking fund
installment dates, in the case of principal, and on stated dates for payment, in the case of interest. If the
Bonds become subject to mandatory redemption and insufficient funds are available for redemption of all
outstanding Bonds, Ambac will remain obligated to pay principal of and interest on outstanding Bonds on
the originally scheduled interest and principal payment dates including mandatory sinking fund
redemption dates. In the event of any acceleration of the principal of the Bonds, the insured payments will
be made at such times and in such amounts as would have been made had there not been an acceleration.

In the event the Trustee has notice that any payment of principal of or interest on an Bond which
has become Due for Payment and which is made to a Holder by or on behalf of the Obligor has been
deemed a preferential transfer and theretofore recovered from its registered owner pursuant to the United
States Bankruptcy Code in accordance with a final, nonappealable order of a court of competent
jurisdiction, such registered owner will be entitled to payment from Ambac to the extent of such recovery
if sufficient funds are not otherwise available.

The Policy does not insure any risk other than Nonpayment, as defined in the Policy.
Specifically, the Policy does not cover:

1. payment on acceleration, as a result of a call for redemption (other than mandatory sinking
fund redemption) or as a result of any other advancement of maturity;
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2. payment of any redemption, prepayment or acceleration premium; or

3. nenpayment of principal or interest caused by the insolvency or negligence of any Trustee,
Paying Agent or Bond Registrar, if any.

If it becomes necessary to call upon the Policy, payment of principal requires surrender of Bonds
to the Insurance Trustee together with an appropriate instrument of assignment so as to permit ownership
of such Bonds to be registered in the name of Ambac to the extent of the payment under the Policy.
Payment of interest pursuant to the Policy requires proof of Holder entitlement to interest payments and
an appropriate assignment of the Holder’s right to payment to Ambac.

Upon payment of the insurance benefits, Ambac will become the owner of the Bond, appurtenant
coupon, if any, or right to payment of principal or interest on such Bond and will be fully subrogated to
the surrendering Holder’s rights to payment.

The Policy does not insure against loss relating to payments of the purchase price of Bonds upon
tender by a registered owner thereof or any preferential transfer relating to payments of the purchase price
of Bonds upon tender by a registered owner thereof.

In the event that Ambac were to become Insolvent, any claims arising under the Policy would be
excluded from coverage by the California Insurance Guaranty Association, established pursuant to the
laws of the State of California.

Ambae Assurance Corporation

Ambac is a Wisconsin-domiciled stock insurance corporation regulated by the Office of the
Commissioner of Insurance of the State of Wisconsin and licensed fo do business in 50 states, the District
of Columbia, the Territory of Guam, the Commonwealth of Puerto Rico and the U.S. Virgin Islands, with
admitted assets of approximately $8,069,000,000 (unaudited) and stamtory capital of approximately
$5,015,000,000 (unaudited) as of September 30, 2004. Statufory capital consists of Ambac’s
policyholders’ surplus and statutory contingency reserve. Standard & Poor’s Credit Markets Services, a
Division of The McGraw-Hill Companies, Moody’s Investors Service and Fitch Ratings have each
assigned a friple-A. financial strength rating to Ambac.

Ambac has obtained a ruling from the Internal Revenue Service to the effect that the insuring of a
municipal bond by Ambac will not affect the treatment for federal income tax purposes of interest on such
bond and that insurance proceeds representing maturing interest paid by Ambac under policy provisions
substantially identical to those contained in its Policy shall be treated for federal income lax purposes in
the same manner as if such payments were made by the obligor for such municipal bond.

Ambac makes no representation regarding the Bonds or the advisability of investing in the Bonds
and makes no representation regarding, nor has it participated in the preparation of], the Official Statement
other than the information supplied by Ambac and presented under the heading “BOND INSURANCE”

herein.
Available Information

The parent company of Ambac, Ambac Financial Group, Inc, {the “Company™}, is subject to the
informational requirements of the Securities Exchange Act of 1934, as amended (the “Exchange Act”),

and in accordance therewith files reports, proxy statements and other information with the Securities and
Exchange Commission (the “SEC'™). These reports, proxy statements and other information can be read
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and copied at the SEC’s public reference room at 450 Fifth Street, N.W., Washington, D.C. 20549. Please
call the SEC at 1-800-SEC-0330 for further information on the pubiic reference room. The SEC-maintains
an internet site at http://www.sec.gov that contains reports, proxy and information statements and other
information regarding companies that file electronically with the SEC, including the Company. These
reports, proxy statements and other information can also be read at the offices of the New York Stock
Exchange, Inc, (the “NYSE™), 20 Broad Street, New York, New York 10005.

Copies of Ambac’s financial statements prepared in accordance with statutory accounting
standards are available from Ambac. The address of Ambac’s administrative offices and its telephone
number are One State Street Plaza, 19th Floor, New York, New York 10004 and (212) 668-0340,

Incorporation of Certain Documents by Reference

The following documents filed by the Company with the SEC (File No. 1-10777) are
incorporated by reference in this Official Statement:

1. The Company’s Annuzal Report on Form 10-K for the fiscal year ended December 31, 2003 and
filed on March 15, 2004;

2. The Company’s Current Report on Form 8-K dated April 21, 2004 and filed on April 22, 2004;

3. The Company’s Quarterly Report on Form 10-Q for the fiscal quarterly period ended
March 31, 2004 and filed on May 10, 2004;

4, The Company’s Current Report on Form 8-K dated July 21, 2004 and filed on July 22, 2004;

5. The Company’s Quarterly Repori on Form 10-Q for the fiscal quarterly peried ended June 30,
2004 and filed on August 9, 2004;

6. The Company’s Current Report on Form 8-K dated August 19, 2004 and filed on August 20,
2004;

7. The Company’s Current Report on Form 8-K dated October 20, 2004 and filed on October 20,
2004; and

8. The Company’s Quarterly Report on Form10-Q for the fiscal quarterly period ended
September 30, 2004 and filed on November 9, 2004,

All documents subsequently filed by the Company pursuant to the requirements of the Exchange
Act after the date of this Official Statement will be available for inspection in the same manner as
described above in “Available Information.”

THE STANDBY BOND PURCHASE AGREEMENT

The following summarizes certain provisions of the Standby Bond Purchase Agreement, to which
document, in its entirety, reference is made Jor the complete provisions thereof. The provisions of any
substitute Liquidity Facility may be different from those summarized below.

Pursuant to the Standby Bond Purchase Agreement, the Liquidity Banks provide an Available
Commitment severally, and not jointly, in an amount equal to $125,487,200. Each Liquidity Bank’s
obligation under the Standby Bond Purchase Agreement is limited to 50% of the Available Commitment
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contained therein, The Trustee, upon compliance with the terms of the Standby Bond Purchase
Agreement, is authorized and directed to draw up to an amount sufficient to pay the portion of the
purchase price of Bonds in a Daily Rate Period or 2 Weekly Rate Period delivered for purchase pursuant
to a demand for purchase by the owner thereof or a mandatory tender for purchase and not remarketed
equal to the principal amount of such Bonds, plus an amount not to exceed thirty-four (34) days of
accrued inferest on such Bonds at a rate of 12% per annum to pay interest on Bonds when due.

The Liquidity Banks’ Available Commitment under the Liquidity Facility will terminate on the
carlier of (a) December 17, 2007 (unless renewed or extended); {b) the Business Day immediately
foliowing a Conversion fo a Fixed Rate under the Indenture with respect to all outstanding Bonds covered
by the Liquidity Facility; (c) the date on which the Trustee accepts a Substitute Liguidity Facility; (d) the
date on which the Liquidity Banks are no longer required to purchase tendered Bonds following an event
of termination as described below; or (e) the date on which no Bonds covered by the Liquidity Facility are
outstanding.

Each of the following events shall constitute an “Event of Termination " under the Standby Bond
Purchase Agreement:

(a) any principal or interest due on the Bonds is not paid by the Infrastructure Bank
when due and such principal or interest is not paid by the insurer when, as, and in the amounts
required to be paid pursuant to the terms of the Policy, or the Policy is surrendered, canceled,
ferminated, amended or modified in any material respect, or a new insurer is substituted for
Ambac as the Insurer without the prior written consent of the Liquidity Banks; or

{b) (i) any material provisien of the Policy at any time for any reason ceases to be
valid and binding on the Insurer in accordance with the terms of the Policy or is declared to be
null and void by the Insurance Commissioner of the State of Wisconsin or by a court or other
governmental agency of appropriate jurisdiction, or (1) the validity or enforceability of the Policy
is contested by the Insurer in writing or any governmental agency or authority, or the Insurer
denies in writing that it has any or further liability or obligation vnder the Policy or the Insurer
attemipts {0 rescind or revoke the Policy; or

(c) a proceeding ts instituted in a court having jurisdiction in the premises seeking an
order for relief, rehabilitation, reorganization, conservation, liquidation or dissolution in respect
to the Insurer or for any substantial part of its property under any applicable bankruptcy,
insolvency or other similar law now or hereafter in effect, or for the appointment of a receiver,
liquidator, assignee, custodian, trustee or sequesirator {or other similar official) and such
proceeding is not terminated for a period of 30 consecutive days or such court enters an order
granting the relief sought in such proceeding or the Insurer shall institute or take any corporate
action for the purpose of instituting any such proceeding; or the nsurer shall commence a
voluntary case under any applicable bankruptey, insolvency or other similar law now or hereafter
in effect, shall consent to the entry of an order for relief in an involuntary case under any such law
or shall consent fo the appointment of or taking possession by a receiver, liquidator, assignee,
trustee, custodian or sequestrator {or other similar official} of the Insurer or for any substantial
part of iis property, or shall make a general assignment for the benefit of creditors, or shall fail
generally to pay its debts or claims as they become due, or shall take any corporate action in
furtherance of any of the foregoing; or

(d) any representation or warranty made by the Corporation under or in connection

with the Standby Bond Purchase Agreement or any of the Related Documents shall prove to be
untrue in any material respect on the date as of which it was made; or
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(&) nonpayment o certain fee amounts payable under the Standby Bond Purchase
Agreement within 10 Business Days after the Corporation, the Trustee, the Insurer and the
Infrastructure Bank have received written notice from the Liquidity Banks that the same were not
paid when due; or

{f) nonpayment of any other fees, or any other amount when due under the Standby
Bond Purchase Agreement, if such failure to pay when due shall continue for 10 Business Days
after wriften notice thereon to the Corporation, the Infrastructure Bank and the Insurer by the
Liquidity Banks; or

(2 the breach by the Corperation of any of the terms or provisions of certain
covenants set forth in the Standby Bond Purchase Agreement; or

(h) the breach by the Corporation of any of the other terms or provisions of the
Standby Bond Purchase Agreement which is not remedied within 30 days after written notice
thereof shall have been received by the Corporation from the Liquidity Banks; or

(i) the Loan Agreement or the Indenture shall terminate or cease to be of full force
and effect, other than as a result of any redemption in full of the Bonds or provision for such
redemption in full in accordance with the Indenture; or

0) an Insurer Adverse Change shall at any time occur; or

k) the Tnsurer shall fail to make any payment required under any insurance policy
{other than the Policy} or surety bond (other than a fee surety bond) issued by it insuring
obligations rated by Moody’s and S&P when due and such failure shall continue for a period of
five Business Days (it being understood by the Liquidity Banks that default, for purposes of this
paragraph, shail not mean a situation whereby the Insurer contests in good faith its liability under

- any such policy or policies in light of claims made thereunder); or

] each of Moody's and S&P shall downgrade the rating of the financial strength or
claims-paying ability of the Insurer to below Investment Grade or each of Moody’s and S&P
shall suspend or withdraw such financial strength or claims-paying ability rating,

“Insurer Adverse Change " means the lowering of the Insurer’s claims-paying ability or financial
sirength rating below “AA-" by S&P or “Aa2” by Moody s.

- “Investment Grade " means a rating of “Baa3” (or ifs equivalent) or better by Moody’s or “BBB-"
{or its equivalent} or better by S&P.

“Related Documents™ means the Loan Agreement, the Indenture, the Bonds, the Policy, the Fee
Surety Bond and the Remarketing Agreements.

Upon the occurrence of any Event of Termination described in clauses (), (bX1), (¢}, (k) or
() above, the Available Commitment and the obligation of the Liquidity Banks to purchase Bonds shall
immediately terminate without notice or demand, and thereafler the Liquidity Banks shall be under no
obligation to purchase Bonds,

Upon the occurrence of any Event of Termination described in clauses (d) through (j) above, the

Liguidity Banks may terminate the Available Commitment by giving written notice to the Corporation,
the Infrastructure Bank, Trustee and the Tnsurer, specifying the date on which the Available Commitment
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shall terminate and directing the Trustee to cause a mandatory tender with respect to the Bonds, which
shall not be less than thirty (30) days from the date of receipt of such notice by the Trustee, and after such
termination date, the Liquidity Banks shall be under no further obligation to purchase Bonds under the
Standby Bond Purchase Agreement,

Upon the occurrence of an Event of Termination described in clause (b)(ii) above, the obligations
of the Liquidity Banks to purchase Bonds shall be immediately suspended, without notice or demand to
any person, until a final non-appealable order of a court having jurisdiction in the premises shall be
entered declaring that all material contested provisions of the Policy are upheld in their entirety,

Upon the occurrence of any event which, with the passage of time, the giving of notice, or both,
would become an Event of Termination described in clause {(c) above, which, with the passage of time,
the giving of notice, or both, would become an event of termination specified above, the obligations of the
Liguidity Banks to purchase Bonds shall be immediately suspended without notice or demand, and such
suspension shall thereafter be effective until the case or proceeding referred to therein is terminated. - In
the event such case or proceeding is terminated, the obligations of the Liquidity Banks to purchase Bonds
shall be reinstated and the terms of the Standby Bond Purchase Agreement shall continue in full force and
effect (uniess the Available Commitment shall have otherwwe terminated) as if there had been no
SUSpension.

In addition to the rights and remedies described above, in the case of any Event of Termination
described above, upon the election of the Liquidity Banks: (i) all amounts payable under the Standby
Bond Purchase Agreement (cther than payments of principal and interest on the Liquidity Provider Bonds
or payments of deferred interest or-any deferred interest amounts) shall upon notice to the Corporation,
the Infrastructure Bank, the Trustee ‘and the Insurer, become immediately due and payable, without
presentment, demand, protest or further netice of any kind, and/or (i) the Liguidity Banks shall have all
the rights and remedies available to them under the Standby Bond Purchase Agreement, the Related
Documents or otherwise pursuant to law or equity.

Substitute Liquidity Facility

Pursuant to the Loan Agreement, the Corporation has agreed to maintain oite or more Liquidity
Facilities, either by maintaining the Standby Bond Purchase Agreement or providing one or more
substitute Liquidity Facilities to provide a source of payment of the Purchase Prlce of all Bonds bearmg
interest at a Variable Rate.

With respect to the Bonds of a Series while bearing interest at a Variable Rate, at least thirty-five
(35) days prior to the expiration or termination of any existing Liguidity Facility for the Bonds of such
Series, including any renewals or extensions thereof (other than an expiration of such Liquidity Facility at
the final maturity of the Bonds), the Corporation has agreed pursuant to the Loan Agreement to provide 1o
the Trustee (with a copy to the Remarketing Apgents): (i) a renewal or extension of the term of the existing
Liquidity Facility for the Bonds lor a term of at least 364 days (or, if shorter, the period to maturity of the
Bonds}) or (ii) a substitute Liquidity Facility meetmg the requlrements set forth in the Loan Agreement (as
described below).

The Corporation may at any time provide a substitute Liquidity Facility with respect to a Series of
Bonds in accordance with the provisions of the Loan Agreement and the Indenture (provided, however,
that the Corporation shall not substitute any Liquidity Facility with respect to the Bonds during a Rate
Period if such Bonds are not then required to be tendered for purchase pursuant to the Indenture) upon
delivery to the Trustee of the following: (i) an Opinion of Bond Counsel addressed to the Trustee to the
effect that the delivery of such substitute Liquidity Facility to the Trustee is authorized under the
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Indenture and the Loan Agreement and complies with the terms thereof and will not adversely affect the
Tax-Exempt status of interest on any of the Bonds, and (ii) an opinion or opinions of counsel to the
Liquidity Provider addressed to the Trustee and the Infrastructure Bank, to the effect that the Liquidity
Facility has been duly authorized, executed and delivered by the Liquidity Provider and constitutes the
valid, legal and binding obligation of the Liquidity Provider enforceable against the Liquidity Provider in
accordance with its terms.

In addition, any substitute Liquidity Facility must meet the following conditions:

® the substitute Liquidity Facility must be a Liquidity Facility entered into by, or issued by,
a comunercial bank or other financial institution;

(ii) the terms and provisions of the substitute Liquidity Facility with respect to the purchase
of Bonds thereunder must be in all material respects no less favorable to the Trustee than the terms and
provisions of the initial Liquidity Facility provided under the Loan Agreement;

(iii) the substitute Liquidity Facility must take effect on or before the date of termination of
the existing Liquidity Facility and the term of the substitute Liquidity Facility must be at least 364 days
(or, if shorter, the period to maturity of the applicable Series of Bonds); and

@iv) the substitute Liquidity Facility must be in an amount sufficient to pay the maximum
purchase price of the Series of Bonds which will be applicable during the then current Rate Period.

Pursuant to the Indenture, if there shall have been delivered to the Infrastructure Bank and the
Trustee in connection with a Series of Bonds (i) a substitute Liquidity Facility meeting the requirements
of the Loan Agreement and (ii) the opinions and documents required by the Loan Agreement, then the
Trustee shall accept such substitute Liquidity Facility and, if so directed by the Corporation, on or about
the fifth (5") Business Day succeeding the effective date of such substitute Liquidity Facility promptly
surrender the Liquidity Facility theretofore in effect for such Series of Bonds in accordance with the
respective terms thereof for cancellation by the applicable Bank. In the event that the Corporation elects
to provide a substitute Liquidity Facility, the Bonds shall be subject to mandatory tender as provided in
the Indenture. See “THE BONDS — Tender of Bonds for Purchase —~ Mandatory Tender during Weekly
Rate Period” herein. Pursuant to the Indenture, the Trustee shall give notice by first class mail of the
provision of any substitute Liquidity Facility with respect to the applicable Bonds to the Holders of such
Bonds at their addresses shown on the registration books kept by the Registrar, not later than the fifteenth
(15"™) day prior to the date on which the Bonds are subject to mandatory tender.

THE LIQUIDITY BANKS
Bank of America, N.A.

Bank of America, N.A. (“BofA™), is a national banking association organized under the laws of
the United States, with its principal executive offices located in Charlotte, North Carolina. BofA is a'
wholly-owned indirect subsidiary of Bank of America Corporation and is engaged in general consumer
banking, commercial banking and trust business, offering a wide range of commercial, corporate,
international, financial market, retail and fiduciary banking services. As of September 30, 2004, BofA
had consolidated assets of $741 billion, consolidated deposits of $507 billion and stockholder’s equity of
$52 billion based on regulatory accounting principles.
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Bank of America Corporation is a bank holding company and a financial holding company, with
its principal executive offices located in Charlotte, North Carolina. Additional information regarding
Bank of America Corporation is set forth in its Annual Report on Form 10-K for the fiscal year ended
December 31, 2003, together with any subsequent documents. it filed with the Securities and Exchange
Commission pursuant to the Securities Exchange Act of 1934, as amended (the “Exchange Act™).

Recent Developments. On April 1, 2004, Bank of America Corporation completed its merger
with FleetBoston Financial Corporation (“FleetBoston™). As a result of the merger, FlectBoston
stockholders received .5553 shares of Bank of America Corporation common stock for each of their
FleetBoston shares.

Moody’s Investors Service, Inc. (“Moody’s”) currently rates BofA’s long-term certificates of
deposit as “Aal” and short-term certificates of deposit as “P-1.” Standard & Poor’s rates BofA’s long-
term certificates of deposit as “AA-" and its short-term certificates of deposit as “A-1+” Fitch
Ratings, Inc. (“Fitch”) rates long-term certificates of deposit of BofA as “AA” and short-term certificates
of deposit as “F1+.” Further information with respect to such ratings may be obtained from Moody’s,
Standard & Poor’s and Fitch, respectively. No assurances can be given that the current ratings of BofA’s
instruments will be maintained.

BofA will provide copies of the most recent Bank of America Corporation Annual Report on
Form 10-K, any subsequent reports on Form 10-Q, and any required reports on Form 8-K (in each case as
filed with the Securities and Exchange Commission pursuant to the Exchange Act), and the publicly
available portions of the most recent quarterly Call Report of BofA delivered to the Comptroller of the
Currency, without charge, to each person to whom this document is delivered, on the written request of
such person. Written requests should be directed to:

Bank of America Corporate Communications
100 North Tryon Street, 18th Floor
Charlotte, North Carolina 28255

Attention: Corporate Communications

PAYMENTS OF THE PURCHASE PRICE OF THE BONDS TENDERED OR DEEMED
TENDERED FOR PURCHASE BUT NOT REMARKETED WILL BE MADE PURSUANT TO AND
SUBJECT TO THE TERMS OF THE STANDBY BOND PURCHASE AGREEMENT. ALTHOUGH
THE STANDBY BOND PURCHASE AGREEMENT IS A BINDING OBLIGATION OF BOFA, THE
BONDS ARE NOT DEPOSITS OR OBLIGATIONS OF BANK OF AMERICA CORPORATION OR
ANY OF ITS AFFILIATED BANKS AND ARE NOT GUARANTEED BY ANY OF THESE
ENTITIES. THE BONDS ARE NOT INSURED BY THE FEDERAL DEPOSIT INSURANCE
CORPORATION OR ANY OTHER GOVERNMENTAL AGENCY AND ARE SUBJECT TO
CERTAIN INVESTMENT RISKS, INCLUDING POSSIBLE LOSS OF THE PRINCIPAL AMOUNT
INVESTED.

The information contained in this section relates to and has been obtained from BofA. The
information concerning Bank of America Corporation and BofA contained herein is furnished solely to
provide limited introductory information regarding Bank of America Corporation and BofA and does not
purport to be comprehensive. Such information is qualified in its entirety by the detailed information
appearing in the documents and financial statements referenced above.

The delivery hereof shall not create any implication that there has been no change in the affairs of

Bank of America Corporation or BofA since the date hereof, or that the information contained or referred
to in this section is correct as of any time subsequent to its date.
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JPMorgan Chase Bank, N.A.

JPMorgan Chase Bank, N.A. (“JPMCB”} is a wholly owned bank subsidiary of JPMorgan
Chase & Co., a Delaware corporation whose principal office is located in New York, New York. JPMCB
is a commercial bank offering a wide range of banking services to its customers both domestically and
internationally. It is chartered, and its business is subject to examination and regulation, by the Office of
the Comptrolier of the Currency, a burean of the United States Department of the Treasury. JPMCB’s
main office is located in Columbus, Ohio. It is a member of the Federal Reserve System and its deposits
are insured by the Federal Deposit Insurance Corporation.

Effective July 1, 2004, Bank One Corporation merged with and into JPMorgan Chase & Co., the
surviving corporation in the merger, pursuant to the Agreement and Plan of Merger dated as of
January 14, 2004.

Prior to November 13, 2004, JPMCB was in the legal form of a banking corporation organized
under the laws of the State of New York and was named JPMorgan Chase Bank. On that date, it became
a national banking association and its name was changed to JPMorgan Chase Bank, N.A, Immediately
thereafter, Bank One, N A, {Chicago} and Bank One, N.A. (Columbus) merged into JPMCB.

Additional information, including the most recent Form 10-K for the year ended December 31,
2003 of JPMorgan Chase & Co. and additional annual, quarterly and current reports filed with the
Securities and Exchange Commission by JPMorgan Chase & Co., as they become available, may be
obtained from the Securities and Exchange Commission’s Internet site (http://www.sec.gov), or withont
charge by each person to whom this Official Statement is delivered upon the written request of any such
person to the Office of the Secretary, JPMorgan Chase & Co., 270 Park Avenue, New York, New York
10017.

The information contained in this section relates to and has been obtained from JPMCB., The
delivery of the Official Statement shall not create any implication that there has been no change in the
affairs of JPMCB since the date hereof, or that the information contained or referred to in this section is
correct as of any time subsequent to its date.

ABSENCE OF LITIGATION

The Infrastructure Bank

There is no action, suit, proceeding, inquiry or investigation at law or in equity or before or by
any court, public board or body known to the Infrastructure Bank to be pending or threatened against the
Infrastructure Bank wherein an unfavorable decision, ruling or finding would adversely affect (i) the
existence or organization of the Infrastructure Bank or the title to office of any member or officer of the
Infrastructure Bank or any power of the Infrastructure Bank material to the transaction, or (i) the validity
of the proceedings taken by the Infrastructure Bank for the adoption, authorization, execution, delivery
and performance by the Infrastructure Bank of, or the validity or enforceability of, the Bond Purchase
Contract relating to the Bonds, the Bonds, the Indenture or the Loan Agreement.

The Corporation

There is no action, suit, proceeding, inquiry or investigation at Jaw or in equity or before or by
any court, public board or body known to the Corporation to be pending or threatened against the
Corporation wherein an unfavorable decision, ruling or finding would adversely affect (i) the corporate
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existence or organization of the Corporation or the title to office of any member of the Corporation’s
Board of Governors or officer of the Corporation or any power of the Corporation material to the
transaction, or {ii} the validity of the proceedings taken by the Corperation for the adoption, authorization,
execution, delivery and performance by the Corporation of, or the validity or enforceability of, the Bonds,
the Loan Agreement or the Standby Bond Purchase Agreement.

EXPECTED RATINGS

Standard & Poor’s and Moedy's Investors Service are expected to assign the Bonds the long-term
ratings of “AAA” and “Aaa,” and the short-ferm ratings (with respect to Bonds in a Daily Rate Period or
Weekly Rate Period) of “A-1+" and “VMIG 1,” respectively, with the understanding that upon the
delivery of the Bonds, the Policy will be delivered by the Insurer and the Standby Bond Purchase
Agreement will be executed and delivered by the Liquidity Banks. As described under the caption “THE
STANDBY BOND PURCHASE AGREEMENT,” the obligation of each of the Liquidity Banks under
the Standby Bond Purchase Agreement is a several, and not a joint, obligation. Therefore, a change in the
rating of either of the Liquidity Banks may impact the ratings on zall of the Bonds. Any such rating
reflects only the view of the respective rating agency, and an explanation of the significance of such
rating may be obtained only from the respective rating agency issuing such rating. There is no assurance
that any such rating will be maintained for any given period of time or that any such rating wiil not be
revised downward, suspended or withdrawn entirely by the rating agency issuing such rating if, in its soie
judgment, circumstances so warrant. Neither the Infrastructure Bank nor the Corporation undertakes any
responsibility to oppose any such revision or withdrawal or to inform any Bondholder of any such
revision or withdrawal. Any such downward revision, suspension or withdrawal of a rating may have an
adverse affect on the market price of the Bonds.

UNDERWRITING

The Underwriters named on the cover page hereof (the “Underwnters™) are expected to agree,
subject to certain conditions, to purchase the Bonds from the Infrastructure Bank at a price of
$123,762,930.40 (which reflects an Underwriters’ discount of $337,069.60}, The Bond Purchase
Contract provides that the Underwriters are obligated to purchase all of the Bonds if any are purchased.
The Bonds may be offered and sold by the Underwriters to certain dealers and others at prices lower than
the public offering price indicated on the cover of this Official Statement, and the public offering price
may be changed, from time to time, by the Underwriters. The Corporation has agreed to indemnify the
Infrastructure Bank and the Underwriters against certain liabilities, including certain liabilities under
federal securities laws,

CERTAIN RELLATIONSHIPS

JPMorgan Chase Bank, N.A., which is serving as a Liquidity Provider, is also the swap
counterparty in connection with the 2004 Swap Agreement and is an affiliate of J.P. Morgan Securities
Inc., an Underwriter and the Remarketing Agent for the Series A Bonds, Bank of America, National
Association, which is serving as a Liquidity Provider, is an affiliale of Banc of America Securities Inc., an
Underwriter and the Remarketing Agent for the Series B Bonds.

29



TAX MATTERS

In the opinton of Orrick, Herrington & Sutcliffe LLP {(“Bond Counsel™), based upon an analysis
of existing laws, regulations, ruling and court decisions, and assuming, among other matters, the accuracy
of certain representations and compliance with certain covenants, interest on the Bonds is excluded from
gross income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986
(the “Code™ and is exempt from State of California personal income taxes. Bond Counsel is of the
further opinion that interest on the Bonds is not a specific preference item for purposes of the federal
individual or corporate alternative minimum taxes, although Bond Counsel observes that such interest is
included in adjusted current earnings when calculating corporate alternative minimum taxable income. A
complete copy of the proposed form of epinion of Bond Counsel is set forth in Appendix C hereto.

The Code imposes various restrictions, conditions and requirements relating to the exclusion from
gross income for federal income tax purposes of interest on obligations snch as the Bonds. The
Corporation has made certain representations and covenanted to comply with certain restrictions,
conditions and requirements designed to ensure that interest on the Bonds will not be included in federal
gross income. Inaccuracy of these representations or failure to comply with these covenants may result in
interest on the Bonds being included in gross income for federal incomes tax purposes, possibly from the
date of original issuance of the Bonds. The opinion of Bond Counsel assumes the accuracy of these
representations and compliance with these covenants. Bond Counsel has not undertaken to determine (or
to mmform any person) whather any actions taken {or not taken) or events occurring {or not occurring) after
the date of issuance of the Bonds may adversely affect the value of| or the tax status of interest on the
Bonds.

The opinion of Bond Counsel assumes that the Corporation is an organization described in
Section 501(c)3) of the Internal Revenue Code of 1986 (the “Code™). Orrick, Herrington & Sutcliffe
LLP expects to issue & separate opinion to the Infrastructure Bank regarding the current qualification of
the Corporation as an organization described in Section 501(c)(3) of the Code. Such opinien will be
subject to a number of qualifications and limitations and will rely upon representations of the Corporation
regarding the use of the assets financed with the proceeds of the Bonds in activities that are not
considered unrelated trade or business activities of the Corporation within the meaning of Section 513 of
the Code. This opinion regarding the qualification of the Corporation as an organization described in
Section 501(c)3) of the Code will not address Section 513 of the Code. Failure of the Corporation to be
organized and operated in accordance with the Internal Revenue Service’s requirements for the
maintenance of its status as an organization described in Section 501(c)(3) of the Code, or use of the
Bond-financed assets in activities that are considered unrelated trade or business activities of the
Corporation within the meaning of Section 513 of the Code, may result in interest on the Bonds being
included in gross income for federal income tax purposes, possibly from the date of issuance of the
Bonds. :

“The interest rate mode and certain requirements and procedures contained or referred o in the
Indenture, the Tax Certificate and other relevant documents may be changed and certain actions
(including without limitation, defeasance of Bonds) may be taken or omitted under the circumstances and
subject to the terms and conditions set forth in such documents. Bond Counsel expresses no opinion as to
any Bonds or the interest thereon if any such change occurs or action is taken or omitted upan the advice
or approval of bond counsel other than Orrick, Herrington & Sutcliffe LLP.

Although Bond Counsel is of the epinion that interest on the Bonds is excluded from gross
income for federal income tax purposes and is exempt from State of California personal income taxes, the
ownership or dispositions of] or the accruat or receipt of the interest on, the Bonds may otherwise affect a
beneficial owner’s federal, state or local tax lability. The nature and extent of these other taxes
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consequences depend upon the particular tax status of the beneficial owner's other items of income or
deduction. Bond Counsel expresses no opinion regarding any such other tax consequences.

Future legislation, if enacted into law, or clarification of the Code may cause interest on the
Bonds to be subject, directly or indirectly, to federal income taxation, or otherwise prevent beneficial
owners from realizing the full current benefit of the tax status of such interest. The introduction or
enactment of any such future legislation or clarification of the Code may also affect the market price for,
or marketability of, the Bonds. Prospective purchasers of the Bonds should consult their own tax advisers
regarding any pending or proposed federal tax legislation, as to which Bond Counsel expresses no
opinion.

The opinion of Bond Counsel is based on current legal authority, covers certain matters not
directly addressed by such authorities, and represents Bond Counsel’s judgment as to the proper treatment
of the Bonds for federal income tax purposes. It is not binding on the Internal Revenue Service (“IRS™)
or the courts. Furthermore, Bond Counsel cammot give and has not given any opinion or assurance about
the future activities of the Corporation or about the effect of future changes in the Code, the applicable
regulations, the interpretation thereof or the enforcement thereof by the IRS. The Corporation has
covenanted, however, to comply with the requirements of the Code.

Bond Counsel’s engagement with respect to the Bonds ends with the issuance of the Bonds, and,
unless separately engaged, Bond Counsel is not obligated to defend the Corporation or the beneficial
owners regarding the tax-exempt status of the Bonds in the event of an audit examination by the IRS.
Under cument procedures, parties other than the Corporation and its appointed counsel, including the
beneficial owners, would have no right to participate in the audit examination process. Moreover, because
achieving judicial review in connection with an audit examination of tax-exempt bonds is difficult,
obtaining an independent review of IRS positions with which the Corporation legiimately disagrees may
not be practicable, Any action of the IRS, mcluding but not limited to selection of the Bonds for audit, or
the course or result of such audit, or an audit of bonds presenting similar tax issues may affect the market
price for, or the marketability of, the Bonds, and may cause the Corporation or the beneficial owners to
incur significant expense.

OTHER LEGAL MATTERS

Legal matters incident to the authorization and issnance of the Bonds are subject to the approving
opinion of Omrick, Herrington & Sutcliffe LLP, Bond Counsel. Certain legal matters wilt be passed upon
for the Infrastructure Bank by its General Counsel, Brooke Bassett, Esq.; for the Corporation by its
General Counsel and by its special counsel, Stradling Yocca Carlson & Rauth, a Professional
Corporation; for the Liquidity Banks by its counsel, Chapman & Cutler; and for the Underwriters by their
counsel, Sidley Austin Brown & Wood LLP.
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EXECUTION AND DELIVERY

This Official Statement has been duly authorized by the Infrastructure Bank and approved by the

Corporation.

Approved by:

CALIFORNIA INDEPENDENT SYSTEM
OPERATOR CORPORATION

By /s/ William J, Regan, Jr.

William J. Regan, Jr.
Chief Financial Officer
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APPENDIX A
SUMMARY OF CERTAIN PROVISIONS OF THE PRINCIPAL LEGAL DOCUMENTS

The following is a summary of certain provisions of the Indenture of Trust (the “Indenture”) and
the Loan Agreement (the “Agreement”) which are not described elsewhere in the Official Statement.
This summary does not purport to be comprehensive, and reference should be made to the Indenture and
the Agreement for a full and complete statement of their provisions.

DEFINITIONS

“Accountant’s Report” means a written report or certificate signed by an independent certified
public accountant of recognized national standing, or a firm of independent certified public accountants of
recognized national standing, selected by the Corporation.

“Acquire” means, with respect to the Project, the acquisition of all or a portion of the Project
from the developers thereof, the development of all or a portion of the Project by the Corporation, the
installation of the Project into Corporation Facilities and equipment, the testing of the Project, the training
of Corporation personnel and others with respect to the Project and all other activities necessary or useful
in integrating the Project into the Corporation’s Facilities, equipment and operations.

“Act” means the Bergeson-Peace Infrastructure and Economic Development Bank Act,
constituting Division I of Title 6.7 of the Government Code of the State, commencing with Section
63000.

“Act of Bankruptcy” means any of the following with respect to any Person: (a) the
commencement by such Person of a voluntary case under the federal bankruptcy laws, as now in effect or
hereafter amended, or any other applicable federal or state bankruptcy, insolvency or similar laws;
(b) failure by such Person to timely controvert the filing of a petition with a court having jurisdiction over
such Person to commence an involuntary case against such Person under the federal bankruptcy laws, as
now in effect or hereafter amended, or any other applicable federal or state bankruptcy, insolvency or
similar laws; (c) such Person shall admit in writing its inability to pay its debts generally as they become
due; (d) a receiver, trustee, custodian or liquidator of such Person or such Person’s assets shall be
appointed in any proceeding brought against the Person or such Person’s assets; (e) assignment by such
Person for the benefit of its creditors; or (f) the entry by such Person into an agreement of composition
with its creditors.

“Agreement” means the loan agreement, of even date with the Indenture, between the
Infrastructure Bank and the Corporation and relating to the loan of the proceeds of the Bonds, as
originally executed or as it may from time to time be supplemented or amended.

“Alternate Daily Index” means an index which is a composite of bid-side yields of obligations
(a) which (i) provide for a daily adjustment of the interest rate and (ii) must be purchased on demand of
the owner thereof on the same day on which notice is given and (b) the interest on which is excluded from
gross income for federal income tax purposes.

“Amendment” means any amendment or modification of any of the Documents.

“Approved Operating Budget” means each annual operating budget of the Corporation approved
by its board of governors.
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“Authorized Corporation Representative” means any person who at the time and from time to
time may be designated, by written certificate furnished to the Infrastructure Bank, the Liquidity Provider
(if any) and the Trustee, as a person authorized to act on behalf of the Corporation. Such certificate shall
contain the specimen signature of such person, shall be signed on behalf of the Corporation by any officer
of the Corporation and may designate an alternate or alternates,

“Authorized Denomination” means with respect to Bonds of any Series, during any Daily Rate
Period, Weekly Rate Period or Commercial Paper Rate Period, $100,000 or any multiple of $5,000 above
that amount.

“Authorized Infrastructure Bank Representative” means the Chair of the Infrastructure Bank, the
Executive Director of the Infrastructure Bank, or any person who at the time and from time to time may
be designated by the Chair or Executive Director of the Infrastructure Bank by written certificate
furnished to the Trustee, the Corporation, the Insurer and the Liquidity Provider (if any), as a person
authorized to act on behalf of the Infrastructure Bank.

“Available Amounts” means (a) funds received by the Trustee pursuant to any Liquidity Facility;
(b) moneys which have been continuously on deposit with the Trustee (i) held in any separate and
segregated fund, account or subaccount established under the Indenture in which no other moneys which
are not Available Amounts are held, and (ii) which have so been on deposit with the Trustee for at least
123 consecutive days from their receipt by the Trustee and not commingled with any moneys so held for
less than said period and during and prior to which period no Act of Bankruptcy of the Corporation or the
Infrastructure Bank has occurred; (c) proceeds from the sale of the Bonds of any Series received
contemporaneously with the issuance and sale or remarketing of such Bonds; (d) any other moneys if
there is delivered to the Trustee at the time such moneys are deposited with the Trustee an opinion of
counsel (which may assume that no Holder of Bonds is an “insider” within the meaning of the
Bankruptcy Code) from a firm experienced in bankruptcy matters to the effect that the use of such
moneys to pay amounts due on the Bonds would not be recoverable from the Bondholders pursuant to
Section 550 of the Bankruptcy Code as avoidable preferential payments under Section 547 of the
Bankruptcy Code in the event of the occurrence of an Act of Bankruptcy of the Corporation or the
Infrastructure Bank; or (e) proceeds of the investment of funds qualifying as Available Amounts under
the foregoing clauses.

“Bank Rate” means with respect to Liquidity Provider Bonds the interest rate to be borne by such
Bonds pursuant to the terms of the related Liquidity Agreement.

“Bankruptcy Code” means Title 11 of the United States Code, as amended.

“Beneficial Owner” means, with respect any Book-Entry Bond, the beneficial owner of such
Bond as determined in accordance with the applicable rules of DTC.,

“Bond Counsel” means any attorney at law or firm of attorneys, of nationally recognized standing
in matters pertaining to the validity of, and exclusion from gross income for federal tax purposes of
interest on, bonds issued by states and political subdivisions and duly admitted to practice law before the
highest court of any state of the United States and acceptable to the Infrastructure Bank.

“Bond Fund” means the Bond Fund established pursuant to the Indenture.

“Bond Insurance Policy” means the financial guaranty insurance policy issued by the Insurer with
respect to the Bonds.
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“Bond Purchase Fund” means the fund by that name established pursuant to the Indenture.

“Book-Entry Bonds” means any Bonds which are then held in book-entry form as provided in the
Indenture.

“Business Day” means a day on which banks located in the cities in which the Principal Offices
of the Trustee, the Registrar, the Paying Agent, the Tender Agent, the Remarketing Agent and the
Liquidity Provider, if any, are located, are not required or authorized to be closed and on which the New
York Stock Exchange is not closed.

“Calendar Week” means the period of seven days from and including Wednesday of any week to
and including Tuesday of the next following week.

“Certificate of the Corporation” means a certificate signed by an. Authorized Corporation
Representative.

“Certificate of the Infrastructure Bank” means a certificate signed by an Authorized Infrastructure
Bank Representative.

“Certified Resolution” means a copy of a resolution of the Infrastructure Bank certified by the
Secretary of the Infrastructure Bank to have been duly adopted by the Infrastructure Bank and to be in full
force and effect on the date of such certification.

“Code” means the Internal Revenue Code of 1986, as amended.

“Commercial Paper Rate” means the interest rate on a Bond of any Series in a Commercial Paper
Rate Period for a Commercial Paper Term established pursuant to the Indenture.

“Commercial Paper Rate Period” means a period during which the Bonds of any Series bear
interest at Commercial Paper Rates.

“Commercial Paper Term” means a period during which a Bond in a Commercial Paper Rate
Period bears interest at a specific rate of interest determined for such Bond in accordance with the
Indenture. .

“Completion Date” means the date of completion of the last portion of any part of the Project as
that date shall be certified as provided in the Agreement. .

“Computation Date” means any Business Day during the period from and including the date of
receipt of a Conversion Notice relating to a Fixed Rate Conversion to and including the Business Day
next preceding the proposed Conversion Date.

“Construction Fund” means the fund by that name established pursuant to the Indenture.

“Conversion” means any conversion from time to time in accordance with the terms of the
Indenture of the Bonds of a Series from one Interest Rate Determination Method to another.

“Conversion Date” means the date any Conversion becomes effective in accordance with the

Indenture (or, with respect to notices, time periods and requirements in connection with the proceedings
for such Conversion, the day on which it is proposed that such Conversion occur).
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“Corporate Trust Office” means the corporate trust office of the Trustee as designated in the
Indenture or such other office designated by the Trustee from time to time.

“Corporation” or “ISO” means (i) California Independent System Operator Corporation, a
California nonprofit public benefit corporation, and its successors and assigns, and (ii) any surviving,
resulting or transferee corporation as provided in the Agreement.

“Costs” means, with respect to the Project, the sum of the items, or any such item, authorized to
be paid from the Construction Fund pursuant to the provisions of the Act and the Agreement with respect
to the Acquisition of the Project, but shall not include any Costs of Issuance of the Bonds.

“Costs of Issuance” means all items of expense directly or indirectly payable by or reimbursable
to the Infrastructure Bank or the Corporation and related to the authorization, issuance, sale and delivery
of the Bonds, including but not limited to costs of preparation and reproduction of documents, printing
expenses, filing and recording fees, initial fees and charges of the Trustee, legal fees and charges, fees and
disbursements of consultants and professionals, rating agency fees, fees and charges for preparation,
execution and safekeeping of the Bonds and any other cost, charge or fee in connection with the original
issuance of the Bonds which constitutes a “cost of issuance” within the meaning of Section 147(g) of the
Code.

“Costs of Issuance Fund” means the fund by that name established pursuant to the Indenture.

“Coverage Requirement” means the coverage of the Corporation’s debt service obligations that is
required to be included in the Grid Management Charge pursuant to the Grid Management Charge
Formula.

“Daily Rate” means an interest rate on the Bonds of any Series in a Daily Rate Period established
pursuant to the Indenture.

“Daily Rate Period” means a period during which the Bonds of any Series bear interest at Daily
Rates.

“Debt Service Reserve Fund” means the Debt Service Reserve Fund established pursuant to the
Indenture.

“Debt Service Reserve Valuation Date” means the Business Day preceding each February | and
August 1, commencing August 1, 2005.

“Determination of Taxability” means a determination that, interest on the Bonds, or any of them,
is determined not to be Tax-Exempt by a final administrative determination of the Internal Revenue
Service or a final judicial decision of a court of competent jurisdiction in a proceeding of which the
Corporation received notice and was afforded an opportunity to participate to the full extent permitted by
law. A determination or decision will not be considered final for purposes of the preceding sentence
unless such proceeding shall not be subject to a further right of appeal or shall not have been timely
appealed.

“Documents” means, collectively, the Indenture, the Agreement, the Bond Insurance Policy and
any Liquidity Facility.

“DTC” means The Depository Trust Company and its successors and assigns.
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“DTC Participants” means those broker-dealers, banks and other financial institutions from time
to time for which DTC holds Bonds as securities depository.

“Electronic” notice means notice through a time-sharing terminal.

“Event of Default” as used with respect to the Indenture has the meaning specified in the
provisions of the Indenture described under the caption “Indenture of Trust—Default—Events of Default;
Acceleration; Waiver of Default,” and as used with respect to the Agreement has the meaning specified in
such provisions.

“Existing Parity Obligations” means, collectively, (1) the obligations of the Corporation under the
2000 Loan Agreement, (2) the obligations of the Corporation under any Liquidity Facility or Liquidity
Agreement, and any substitute Liquidity Facility and any Liquidity Agreement related thereto (for
purposes of this clause (2) of this definition of “Existing Parity Obligations,” the terms Liquidity Facility
and Liquidity Agreement have the meanings given those terms in the 2000 Indenture), (3) the obligations
of the Corporation under the Swap Agreement (for purposes of this clause (3) of this definition of
“Existing Parity Obligations,” the term Swap Agreement has the meaning given that term in the 2000
Indenture), (4) the obligations of the Corporation under the Agreement, and (5) the obligations of the
Corporation under any Liquidity Facility or Liquidity Agreement and any substitute Liquidity Facility and
any Liquidity Agreement related thereto (as such terms are defined in the Indenture), and (6) the Swap
Agreement (as such term is defined in the Indenture).

“Facilities” means the physical facilities of the Corporation at which all or a portion of the Project
is being utilized and the equipment of the Corporation necessary for the operation of Project.

“Fiscal Year” means the period beginning on January 1 of each year and ending on the next
succeeding December 31, or any other twelve-month period selected and designated as the official Fiscal
Year of the Corporation.

“Fitch” means Fitch Ratings Inc., and any successor thereto.

“Fixed Rate” means the fixed interest rate borne by each maturity of the Bonds of any Series
from the Fixed Rate Conversion Date established in accordance with the Indenture.

“Government Obligations™ means any of the following:
(N Cash (insured at all times by the Federal Deposit Insurance Corporation); and
2) Obligations of, or obligations guaranteed as to principal and interest by, the U.S.

or any agency or instrumentality thereof, when such obligations are backed by the full faith and
credit of the U.S. including:

. U.S. treasury obligations;

J All direct or fully guaranteed obligations;

. Farmers Home Administration;

. General Services Administration;

. Guaranteed Title XI financing;

. Government National Mortgage Association (GNMA); and
. State and Local Government Series.
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“Grid Management Charge” means the Corporation’s monthly charge on certain entities that is
intended to recover the Corporation’s start-up and development costs and the costs associated with the
ongoing operation and maintenance (including financing costs) of the Corporation’s controlled grid.

“Grid Management Charge Formula” means the formula according to which the Grid
Management Charge is calculated, which is set forth in the Tariff and which includes: (i) an amount
necessary to tully amortize the Corporation’s start-up and development costs over a period of not less
than 5 years, (ii) budgeted annual operating costs, (iii) financing costs and (iv) budgeted annual costs of
pay-as-you-go capital expenditures and reasonable coverage of debt service obligations.

“Holder” or “Bondholder” means the registered owner of any Bond, and for the purposes and
subject to the limitations described in the Indenture, the Insurer.

“Indenture” means the Indenture of Trust, as originally executed or as it may from time to time be
supplemented, modified or amended by any Supplemental Indenture entered into pursuant to the
provisions of the Indenture.

“Infrastructure Bank™ means the California Infrastructure and Economic Development Bank, and
any successor to its functions.

“Insurer” means Ambac Assurance Corporation, a Wisconsin-domiciled stock insurance
company, and its successors.

“Interest Payment Date” means (i) with respect to each Liquidity Provider Bond and each Bond
bearing interest in a Daily Rate Period or Weekly Rate Period, the first Business Day of each calendar
month, and (ii) in all events, the final maturity date of each Bond.

“Interest Rate Determination Method” means any of the methods of determining the interest rate
on the Bonds of any Series from time to time as described in the Indenture.

“Investment Securities” means Government Obligations and any of the following:

@) Obligations of any of the following federal agencies which obligations represent the full
faith and credit of the United States of America, including:
—Export-Import Bank;
—Rural Economic Community Development Administration;
—U.S. Maritime Administration;
—~Small Business Administration;
—U.S. Department of Housing & Urban Development (PHAs);
—Federal Housing Administration; and
—Federal Financing Bank.

(2) Direct obligations of any of the following federal agencies which obligations are not fully
guaranteed by the full faith and credit of the United States of America:

—Senior debt obligations issued by the Federal National Mortgage Association
(FNMA) or Federal Home Loan Mortgage Corporation (FHLMC).
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—Obligations of the Resolution Funding Corporation (REFCORP)
—Senior debt obligations of the Federal Home Loan Bank System

—Senior debt obligations of other Government Sponsored Agencies approved by
the Insurer.

3) U.S. dollar denominated deposit accounts, federal funds and bankers’ acceptances with
domestic commercial banks which have a rating on their short term certificates of deposit on the date of
purchase of “P-1” by Moody’s and “A-1” or “A-1+" by S&P and maturing not more than 360 calendar
days after the date of purchase (ratings on holding companies are not considered as the rating of the
bank);

4) Commercial paper which is rated at the time of purchase in the single highest
classification, “P-1” by Moody’s and “A-1+” by S&P and which matures not more than 270 calendar
days after the date of purchase;

5 Investments in a money market fund rated “AAAm” or “AAAmM-G” or better by S&P;

(6) Pre-refunded Municipal Obligations defined as follows: any bonds or other obligations of
any state of the United States of America or of any agency, instrumentality or local governmental unit of
any such state which are not callable at the option of the obligor prior to maturity or as to which
irrevocable instructions have been given by the obligor to call on the date specified in the notice; and

(A) which are rated, based on an irrevocable escrow account or fund (the “escrow”),
in the highest rating category of Moody’s or S&P or any successors thereto; or

(B) (1) which are fully secured as to principal and interest and redemption premium,
if any, by an escrow consisting only of cash or obligations described in subsection (2) of the
definition of Government Obligations above, which escrow may be applied only to the payment
of such principal of and interest and redemption premium, if any, on such bonds or other
obligations on the maturity date or dates thereof or the specified redemption date or dates
pursuant to such irrevocable instructions, as appropriate, and (ii) which escrow is sufficient, as
verified by a nationally recognized independent certified public accountant, to pay principal of
and interest and redemption premium, if any, on the bonds or other obligations described in this
paragraph on the maturity date or dates specified in the irrevocable instructions referred to above,
as appropriate;

(7) Municipal Obligations rated “Aaa/AAA” or general obligations of States with a rating of
“A2/A” or higher by both Moody’s and S&P.

(8) Investment Agreements approved in writing by the Insurer (supported by appropriate
opinions of counsel); and

%) Other forms of investments (including repurchase agreements) approved in writing by the
Insurer.

“Issue Date” means the date of delivery of the Bonds.
“Liquidity Agreement” means, with respect to any Liquidity Facility, the agreement or

agreements between the Corporation and the applicable Liquidity Provider, as originally executed or as it
or they may from time to time be replaced, supplemented or amended in accordance with the provisions
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thereof, providing for the issuance of the Liquidity Facility and the reimbursement of the Liquidity
Provider for payments thereunder, and any subsequent agreement pursuant to which a substitute Liquidity
Facility is provided, together with any related pledge agreement, security agreement or other security
document.

“Liquidity Facility” means, with respect to any Series of Bonds, the Standby Bond Purchase
Agreement and any letter of credit, guarantee, standby purchase agreement, or other support arrangement
with respect to the purchase price of the Bond of such Series or any combination of the foregoing,
provided by the Corporation, pursuant to the Agreement and the Indenture. A Liquidity Facility and the
related Liquidity Agreement may be a single document.

“Liquidity Facility Purchase Account” means the account by that name established within the
Bond Purchase Fund.

“Liquidity Provider” means the issuer or issuers or other provider or providers of a Liquidity
Facility as permitted under the Agreement and the Indenture (except the Corporation), and the respective
successors and assigns of the business thereof and any surviving, resulting or transferee entity with or into
which it may be consolidated or merged or to which it may transfer all or substantially all of its business.
The initial Liquidity Provider for the Bonds shall be Bank of America, N.A. and JPMorgan Chase Bank
severally but not jointly, as described in the Standby Bond Purchase Agreement.

“Liquidity Provider Bonds” means any Bonds of any Series purchased pursuant to a Liquidity
Facility as provided in the Indenture for so long as such Bonds are held by or for the account of, or are
pledged to, the applicable Liquidity Provider in accordance with the Indenture.

“Maximum Interest Rate” means as to the Bonds of any Series, other than Liquidity Provider
Bonds, (a) while a Liquidity Facility is in effect with respect to the Bonds of such Series, the rate of
interest specified in such Liquidity Facility which is used to determine the amount available under such
Liquidity Facility for payment of interest due and payable to Holders of the Bonds, but in no event greater
than 12% per annum, and (b) at all other times, 12% per annum; provided, however, that, notwithstanding
the foregoing, the term “Maximum Interest Rate” shall never be an interest rate that exceeds the
maximum rate allowed by law.

“M-STARS” means the Bonds of any Series, while such M-STARS are bearing interest in the
M-STARS Rate Period.

“M-STARS Rate” means the rate of interest to be borne by the M-STARS determined in
accordance with the Indenture.

“M-STARS Rate Period” means the period during which the Bonds of any Series bear interest at
a M-STARS Rate.

“Moody’s” means Moody’s Investors Service, a corporation organized and existing under the
laws of the State of Delaware, and any successor thereto.

“Net Operating Revenues” means, for any period, an amount equal to the Operating Revenues for
that period less Operating Expenses for that period.

“Net Proceeds” means the proceeds from insurance or from actual or threatened condemnation or

eminent domain actions with respect to the Project or any part thereof, less any costs reasonably expended
by the Corporation to receive such proceeds.
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“Notice by Mail” or “notice” of any action or condition “by Mail” shall mean a written notice
meeting the requirements of the Indenture mailed by first class mail to the Holders of specified Bonds, at
the addresses shown on the registration books maintained pursuant to the Indenture.

“NRMSIR” means a nationally recognized municipal securities information repository
recognized by the Securities and Exchange Commission pursuant to Rule 15¢2-12,

“Operating Expenses” means all expenses that are incurred by the ISO to carry out its operations
and are included in an Approved Operating Budget or, if not expressly included in an Approved
Operating Budget, expressly approved by the board of the ISO, including but not limited to:
compensation of any type, salaries and benefits, building and facility use and maintenance, rents, taxes,
equipment rental and lease costs, insurance, third party vendor contracts, professional and consulting fees,
studies, legal and regulatory costs, training and travel, software, office expense and fees, and fees and
expenses payable under or pursuant to any Liquidity Agreement, the Agreement, the Swap Agreement
and any other agreement evidencing Parity Obligations.

“Operating Fund” means those bank accounts specified in the Indenture.

“Operating Revenues” means all revenues received by the ISO for the account of the ISO from all
sources, including but not limited to the Grid Management Charge, interest on all ISO operating accounts
and reserve accounts, communication fees, Western Systems Coordinating Council security fees,
application fees, training reimbursements, and any other revenues from ancillary services, but excluding
any moneys received by the 1SO in trust for third parties i.e., (i) moneys in the Clearing Account
established pursuant to the Tariff in Section 2.2.3 of the Settlement and Billing Protocol included in the
Tariff, other than those moneys payable as the Grid Management Charge, (ii) moneys in the accounts
established pursuant to the Tariff in Section 2.1 of Annex | to the Settlement and Billing Protocol
included in the Tariff and (iii) moneys in any like account established by the ISO pursuant to the Tariff.

“Opinion of Bond Counsel” means an Opinion of Counsel from a Bond Counsel.

“Opinion of Counsel” means a written opinion of counsel (who may be counsel for the
Corporation) acceptable to the Infrastructure Bank, the Insurer and the Corporation.

“Outstanding,” when used as of any particular time with reference to the Bonds of any Series
(subject to the provisions of the Indenture), means all such Bonds theretofore authenticated and delivered
by the Trustee under the Indenture and Bonds deemed Outstanding pursuarit to the Indenture, except:

(a) Bonds theretofore cancelled by the Registrar or surrendered to the Registrar for
cancellation;

(b) Bonds in lieu of or in substitution for which other Bonds shall have been
authenticated and delivered by the Trustee pursuant to the terms of the Indenture;

(c) Bonds with respect to which the liability of the Infrastructure Bank and the
Corporation have been discharged to the extent provided in, and pursuant to the requirements of,
the Indenture; and

(d) Bonds deemed purchased pursuant to the Indenture,
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“Parity Obligations” means, collectively, (1) the Existing Parity Obligations and (2) any
obligation of the Corporation secured by a lien on Net Operating Revenues on par with the pledge of Net
Operating Revenues set forth in the Agreement,

“Paying Agent” means any paying agent appointed as provided in the Indenture, or any successor
thereto.

“Person” means an individual, a corporation, a partnership, a limited liability company, a trust, an
unincorporated organization or a government or any agency or political subdivision thereof,

“Principal Installment” means, with respect to any Principal Instaliment Date, the sum of (a) the
aggregate amount of principal due with respect to Bonds that mature on such Principal Installment Date,
plus (b) the aggregate amount of mandatory sinking fund payments due on such Principal Installment
Date.

“Principal Installment Date” means any date on which any Bonds mature or any date on which
any of the Bonds are subject to redemption from mandatory sinking fund payments,

“Principal Office” (i) of the Tender Agent, the Registrar or the Paying Agent means the office
thereof designated in writing by the Tender Agent, the Registrar or the Paying Agent, as the case may be,
to the Infrastructure Bank, the Trustee, the Liquidity Provider and the Corporation, which initially shall be
located in Irvine, California, at the address set forth in the Indenture, (ii) of the Trustee means the
principal corporate trust office of the Trustee designated in writing to the Infrastructure Bank, the
Registrar, the Paying Agent, the Tender Agent, the Liquidity Provider and the Corporation, which
initially shall be located in Irvine, California at the address set forth in the Indenture; (iii) of the
Remarketing Agent means its office designated in writing to the Infrastructure Bank, the Trustee, the
Tender Agent, the Liquidity Provider and the Corporation; (iv) of the initial Liquidity Provider means the
office of Bank of America, N.A., designated in writing to the Infrastructure Bank, the Trustee, the Tender
Agent and the Corporation, which initially, shall be located in Sacramento, California at the address set
forth in the Indenture; and (v) of any subsequent Liquidity Provider means its office located at such
address as such Liquidity Provider shall designate in writing to the Infrastructure Bank, the Trustee, the
Tender Agent and the Corporation. '

“Purchase Contract” means, with respect to each Series of the Bonds, the Bond Purchase
Contract among the Infrastructure Bank, the Treasurer of the State, the Corporation and the underwriter
for such Series of the Bonds named therein, relating to the sale of such Series of the Bonds from the
Infrastructure Bank to such underwriter.

“Purchase Date” means any date on which any Bond is required to be purchased pursuant to
optional tender and mandatory tender provisions of the Indenture.

“Qualified Newspaper” means The Wall Street Journal or The Bond Buyer or any other
newspaper or journal containing financial news, printed in the English language and customarily
published on each Business Day, of general circulation in New York, New York, and selected by the
Corporation, approved by the Infrastructure Bank and designated to the Trustee.

“Rate” means the interest rate applicable to any Bond or Bonds of any Series as provided in the
Indenture.

“Rate Index” means, during such times as the Bonds of any Series are in a Weekly Rate Period,
the Weekly Rate Index.



“Rate Period” means any Daily Rate Period, Weekly Rate Period, Commercial Paper Rate Period,
M-STARS Rate Period, or Fixed Rate Period.

“Rating Agency” means, with respect to the Bonds of any Series, Moody’s or Standard & Poor’s
to the extent they then are providing or maintaining a rating on such Bonds at the request of the
Corporation, or in the event that Moody’s or Standard & Poor’s no longer maintains a rating on such
Bonds, any other nationally recognized rating agency then providing or maintaining a rating on such
Bonds at the request of the Corporation and approved by the Infrastructure Bank.

“Rating Confirmation” means, with respect to the Variable Rate Bonds of any Series, written
evidence from each Rating Agency then rating such Variable Rate Bonds to the effect that, following one
of the events which requires a Rating Confirmation, such Variable Rate Bonds will be rated in the highest
short-term rating category (without regard to rating subcategories) of such Rating Agency either (i) as a
result of the provision of a particular Liquidity Facility or (i) based on the credit of the Insurer and the
Corporation and the applicable Liquidity Facility.

“Rebate Fund” means the Rebate Fund established and held by the Trustee in accordance with the
Indenture.

“Rebate Requirement” has the meaning assigned to such term in the Tax Certificate.

“Record Date” means with respect to any Interest Payment Date in respect of any Daily Rate
Period, Weekly Rate Period or Commercial Paper Rate Period, the Business Day next preceding such
Interest Payment Date.

“Registrar” means any registrar appointed as provided in the Indenture, or any successor thereto.

“Remarketing Agent” means, with respect to any Series of Bonds and as the context may require,
the initial Remarketing Agent designated for such Series of the Bonds in the Indenture and any successor
to such initial Remarketing Agent appointed pursuant to the Indenture.

“Remarketing Agreement” means any agreement or agreements meeting the requirements of the
Indnenture.

“Repayment Installment” means any amount that the Corporation is required to pay to the Trustee
pursuant to the provisions of the Agreement described below under the caption “The Loan Agreement—
Loan to the Corporation; Repayment Provisions—Repayment and Payment of Other Amounts Payable”
as a repayment of the loan made by the Infrastructure Bank under the Agreement.

“Reserve Requirement” has the meaning provided in Appendix F, Schedule 1, Part C to the
Tariff.

“Reserve Financial Guaranty” means a policy of municipal bond insurance or surety bond issued
by a municipal bond insurer or a letter of credit issued by a bank or other institution if the obligations
insured by such insurer or issued by such bank or other institution, as the case may be, have ratings at the
time of issuance of such policy or surety bond or letter of credit in the highest rating category (without
regard to qualifiers) by S&P and Moody’s and, if rated by A.M. Best & Company, also in the highest
rating category (without regard to qualifiers) by A.M. Best & Company.

“Reserve Financial Guaranty Provider” means an issuer of a Reserve Financial Guaranty.
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“Responsible Officer” of the Trustee means and includes the chairman of the board of directors,
the president, every vice president, every assistant vice president, every trust officer, and every officer
and assistant officer of the Trustee other than those specifically above mentioned, to whom any corporate
trust matter is referred because of his or her knowledge of, and familiarity with, a particular subject.

“Revenues” means all receipts, installment payments and other income derived by the
Infrastructure Bank or the Trustee under the Agreement or otherwise in respect of the financing or
refinancing of the Project as contemplated by the Agreement, and any income or revenue derived from
the investment of any money in any fund or account established pursuant to the Indenture (other than the
Bond Purchase Fund, the Rebate Fund and the accounts therein), including all Repayment Installments,
amounts received under the Bond Insurance Policy to pay principal of and interest on the Bonds and any
other payments made by the Corporation with respect to the Bonds pursuant to the Agreement; provided,
however, that such term shall not include certain payments to the Infrastructure Bank or the Trustee with
respect to certain provisions of the Indenture including the fees, expenses and indemnification rights of
the Infrastructure Bank and the Trustee, certain payments described under “The Loan Agreement—
Special Covenants and Agreements—Tax-Exempt Status of Interest on Bonds” and such term shall not
include any amounts on deposit in the Bond Purchase Fund, the Rebate Fund or accounts therein.

“Rule 15¢2-12” means Rule 15¢2-12 adopted by the Securities and Exchange Commission under
the Securities Exchange Act of 1934, as amended.

“Securities Depositories” means The Depository Trust Company, 711 Stewart Avenue, Garden
City, New York 11530, Fax-(516) 227-4039 or 4190, or, in accordance with then-current guidelines of the
Securities and Exchange Commission, such other addresses and/or such other securities depositories, or
no such depositories, as the Infrastructure Bank may designate in a Certificate of the Infrastructure Bank
delivered to the Trustee.

“Series” means, with respect to the Bonds, each of the Infrastructure Bank’s Variable Rate
Demand Revenue Bonds (California Independent System Operator Corporation Project) 2004 Series A
and Variable Rate Demand Revenue Bonds (California Independent System Operator Corporation
Project) 2004 Series B,

“Serial Bonds™ means Bonds for which no mandatory sinking fund payments are established.

“SID” means the state information depository, if any, of the State recognized by the Securities
and Exchange Commission pursuant to Rule 15¢2-12;

“Standby Bond Purchase Agreement” means, the Standby Bond Purchase Agreement, dated as of
December 1, 2004, among the Corporation, the Trustee, and Bank of America, N.A., individually and as
Administrative Agent, and JPMorgan Chase Bank, as the same may be supplemented and amended from
time to time in accordance with its terms and the terms of the Indenture.

“Standard & Poor’s” means Standard & Poor’s Ratings Service, a Division of The McGraw-Hill
Companies, Inc., a corporation organized and existing under the laws of the State of New York, and any
successors thereto.

“State” means the State of California.
“Supplemental Indenture” or “indenture supplemental to the Indenture” means any indenture

hereafter duly authorized and entered into between the Infrastructure Bank and the Trustee in accordance
with the provisions of the Indenture.
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“Swap Agreement” means the ISDA Master Agreement, between the Corporation and JPMorgan
Chase Bank, N.A., as amended and supplemented by the parties in accordance with the terms thereof,

“Tariff” means the ISO Tariff and Pro Forma Agreements as posted from time to time pursuant to
an order of the Federal Energy Regulatory Commission. References contained in the Indenture to specific
sections of the Tariff shall mean the Tariff as posted on November 29, 2004.

“Tax Certificate” means, for each Series of Bonds, the Tax Certificate and Agreement related to
such Series of Bonds, dated as of the Issue Date for such Series, by and between the Infrastructure Bank
and the Corporation, as the same may be amended from time to time.

“Tax-Exempt” means, with respect to interest on any obligations of a state or local government,
including the Bonds, that such interest is excluded from the gross income of the holders thereof (other
than any holder who is a “substantial user” of facilities financed with such obligations or a “related
person” within the meaning of Section 147(a) of the Code) for federal income tax purposes, whether or
not such interest is includable as an item of tax preference or otherwise includable directly or indirectly
for purposes of calculating other tax liabilities, including any alternative minimum tax or environmental
tax under the Code.

“Tax-Exempt Securities” means revenue bonds or other securities the interest on which is Tax-
Exempt.

“Tender Agent” means, with respect to the Bonds of any Series, the tender agent for the Bonds of
such Series, if any, selected by the Corporation and meeting the requirements of the Indenture.

“Term Bonds” means Bonds which are payable on or before their specified maturity dates from
mandatory sinking fund payments established for that purpose and calculated to retire such Bonds on or
before their specified maturity dates.

“Trustee” means Deutsche Bank National Trust Company, a national banking association
organized under the laws of the United States, and its successors and assigns or any successor Trustee
appointed pursuant to the Indenture.

“2000 Indenture” means that certain Indenture, dated as of March 1, 2000, by and between the
Infrastructure Bank and Deutsche Bank National Trust Company (f/k/a Bankers Trust Company of
California, N.A.), as trustee.

#2000 Loan Agreement” means that certain Loan Agreement, dated as of March 1, 2000, by and
between the Infrastructure Bank and the Corporation.

*Variable Rate Bonds” means Bonds of any Series that bear interest at a Variable Rate,

“Weekly Rate” means an interest rate on the Bonds of any Series in a Weekly Rate Period
established in accordance with the Indenture.

“Weekly Rate Index” means The Bond Market Association Municipal Index as of the most recent
date for which such index was published or such other weekly, high-grade index comprised of seven-day,
tax-exempt variable rate demand notes produced by Municipal Market Data, Inc., or its successor, or as
otherwise designated by The Bond Market Association; provided, however, that, if such index is no
longer produced by Municipal Market Data, Inc. or its successor, then “The Bond Market Association
Municipal Index” shall mean such other reasonably comparable index selected by the Corporation.

A-13



“Weekly Rate Period” means a period during which the Bonds of any Series bear interest at
Weekly Rates,

“Written Order of the Infrastructure Bank™ and “Written Request of the Infrastructure Bank”
mean, respectively, a written order or request signed by or on behalf of the Infrastructure Bank by an
Authorized Infrastructure Bank Representative.

“Yield” shall have the meaning ascribed to such term by Section 148(h) of the Code.

INDENTURE OF TRUST
The Bonds

Issuance of Bonds. The Trustee shall authenticate and deliver the Bonds of each Series to the
purchasers thereof upon compliance with the following conditions:

(a) The Trustee shall have received an executed copy of the Agreement, the
applicable Purchase Contract and the Indenture;

(b) The Trustee shall have received the Bond Insurance Policy and an executed copy
of the Standby Bond Purchase Agreement, and opinions of Bond Counsel, counsel to the Insurer and
counsel to the Liquidity Provider under the Standby Bond Purchase Agreement meeting the requirements
of the applicable Purchase Contract; and

(c) The Trustee shall have received a Written Request of the Infrastructure Bank
certifying that all conditions precedent to the issuance of such Series of Bonds have been complied with
and directing the Trustee to authenticate and deliver such Series of Bonds.

Transfer and Exchange of Bonds. Registration of any Bond may, in accordance with the terms
of the Indenture, be transferred, upon the books of the Registrar required to be kept pursuant to the
provisions of the Indenture, by the Person in whose name it is registered, in person or by his duly
authorized attorney, upon surrender of such Bond for cancellation, accompanied by a written instrument
of transfer in a form approved by the Registrar, duly executed. Whenever any Bond shall be surrendered
for registration of transfer, the Infrastructure Bank shall execute and the Trustee shall authenticate and
deliver a new Bond or Bonds of the same tenor of Authorized Denominations. No registration of transfer
of Bonds upon the books of the Registrar required to be kept pursuant to the provisions of the Indenture
shall be required to be made during the period after any Record Date and prior to the related Interest
Payment Date or during the period of 15 days next preceding the date on which the Trustee gives any
notice of redemption, nor shall any registration of transfer of Bonds called for redemption be required.

Bonds may be exchanged at the Principal Office of the Registrar for a like aggregate principal
amount of Bonds of the same tenor of Authorized Denominations. The Registrar shall require the
payment by the Bondholder requesting such exchange of any tax or other governmental charge required
to be paid with respect to such exchange, and there shall be no other charge to any Bondholders for any
such exchange. Except with respect to Bonds purchased pursuant to the Indenture, no exchange of Bonds
shall be required to be made during the period after any Record Date and prior to the related Interest
Payment Date or during the period of 15 days next preceding the date on which the Trustee gives notice
of redemption, nor shall any exchange of Bonds called for redemption be required.



Bond Register. The Registrar will keep or cause to be kept at its Principal Office sufficient
books for the registration and the registration of transfer of the Bonds, which shall at all times, during
regular business hours, be open to inspection by the Infrastructure Bank, the Trustee, the Insurer, the
Liquidity Provider, if any, and the Corporation; and, upon presentation for such purpose, the Registrar
shall, under such reasonable regulations as it may prescribe, register the transfer or cause to be registered
the transfer, on said books, of Bonds as before provided.

Bonds Mutilated, Lost, Destroyed or Stolen. If any Bond shall become mutilated, the
Infrastructure Bank, upon the request and at the expense of the Holder of said Bond, shall execute, and
the Trustee shall thereupon authenticate and deliver, a new Bond of like tenor and number in exchange
and substitution for the Bond so mutilated, but only upon surrender to the Registrar of the Bonds so
mutilated. Every mutilated Bond so surrendered to the Registrar shall be cancelled by it and destroyed
and, upon the written request of the Infrastructure Bank, a certificate evidencing such destruction shall be
delivered to the Infrastructure Bank, with a copy to the Corporation. If any Bond issued under the
Indenture shall be lost, destroyed or stolen, evidence of such loss, destruction or theft may be submitted to
the Infrastructure Bank, the Corporation and the Registrar, and if such evidence be satisfactory to them
and indemnity satisfactory to them shall be given by or on behalf of the Holder of such lost, destroyed or
stolen Bond, the Infrastructure Bank, at the expense of the Holder, shall execute, and the Trustee shall
thereupon authenticate and deliver, a new Bond of like tenor in lieu of and in substitution for the Bond so
lost, destroyed or stolen (or if any such Bond shall have matured, instead of issuing a substitute Bond the
Registrar may pay the same without surrender thereof upon receipt of indemnity satisfactory to it). The
Infrastructure Bank may require payment of a reasonable fee for each new Bond issued under this
paragraph and payment of the expenses which may be incurred by the Infrastructure Bank and the
Registrar. Any Bond issued under the provisions of this paragraph in lieu of any Bond mutilated or
alleged to be lost, destroyed or stolen shall constitute an original additional contractual obligation on the
part of the Infrastructure Bank whether or not the Bond mutilated or so alleged to be lost, destroyed or
stolen shall be at any time enforceable by anyone, and shall be equally and proportionately entitled to the
benefits of the Indenture with all other Bonds secured by the Indenture.

Construction Fund; Costs of Issuance Fund

Construction Fund. (a) The Trustee shall establish the “2004 California Independent System
Operator Corporation Construction Fund” (the “Construction Fund”). The Trustee shall establish within
the Construction Fund such accounts and subaccounts as are specified in the Tax Certificate and, upon
written direction from an Authorized Corporation Representative, such additional accounts and
subaccounts as may be necessary or convenient to carry out the purposes of the Tax Certificate and the
Indenture.

(b) Before each payment is made from the Construction Fund (including any account
established therein) by the Trustee, there shall be filed with the Trustee a requisition conforming with the
requirements of the Agreement. '

Each such requisition shall be sufficient evidence to the Trustee of the facts stated therein and the
Trustee shall have no duty to confirm the accuracy of such facts. Upon receipt of each such requisition,
signed by an Authorized Corporation Representative, the Trustee shall pay the amount set forth therein as
directed by the terms thereof.

(c) Upon the receipt by the Trustee of a certificate conforming with the requirements
of the Agreement, and after payment of Costs payable from the Construction Fund or provision having
been made for payment of such Costs not yet due by retaining the amount of such Costs in the
Construction Fund or otherwise as directed in such certificate, the Trustee shall transfer any remaining
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balance in the Construction Fund into a separate account within the Bond Fund, which the Trustee shall
establish and hold in trust, and which shall be entitled the “Surplus Account.” The moneys in any Surplus
Account shall be used and applied to pay the principal, including redemption price and purchase price,
and interest on the Bonds as directed by an Authorized Corporation Representative (unless some other
application of such moneys is requested by the Corporation and would not, in the Opinion of Bond
Counsel, in and of itself, adversely affect the Tax-Exempt status of interest on the Bonds) to the purchase
for cancellation or redemption of Bonds of any Series as designated by an Authorized Corporation
Representative in Authorized Denominations, to the maximum degree permissible, and at the earliest
possible dates at which such Bonds can be purchased or redeemed pursuant to the Indenture.
Notwithstanding the provisions of the Indenture described below under “Revenues—Investment of
Moneys,” the moneys in such Surplus Account shall be invested at the written instruction of the
Corporation at a yield no higher than the yield on the Outstanding Bonds (unless in the Opinion of Bond
Counsel investment at a higher yield would not in and of itself, adversely affect the Tax-Exempt status of
interest on the Bonds), and all such investment income shall be deposited in such Surplus Account and
expended or reinvested as provided above.

(d) In the event of redemption of all the Bonds pursuant to the Indenture or an Event
of Default which causes acceleration of the Bonds, any moneys then remaining in the Construction Fund
shall be transferred to the Surplus Account within the Bond Fund, and all moneys in the Bond Fund shall
be used to pay or redeem Bonds.

Costs of Issuance Fund. The Trustee shall establish the 2004 Costs of Issuance Fund (the
“Costs of Issuance Fund”). The Trustee shall establish such accounts and subaccounts within the Costs of
Issuance Fund as may be specified in a written direction from an Authorized Corporate Representative.
The moneys in the Costs of Issuance Fund shall be held by the Trustee in trust and applied to the payment
of Costs of Issuance of the Bonds. All payments from the Costs of Issuance Fund shall be reflected in the
Trustee’s regular accounting statements. Any amounts remaining in an account of the Costs of Issuance
Fund three months following the Issue Date shall be transferred to the Construction Fund and deposited in
such accounts as are specified in the applicable Tax Certificate or, in the absence of any such
specification, as directed by an Authorized Corporation Representative.

Revenues

Pledge of Revenues and Liquidity Facility. All of the Revenues are irrevocably pledged to the
punctual payment of the principal of and interest and premium, if any, on the Bonds (including Liquidity
Provider Bonds), and thereafter to the payment of obligations due to the Liquidity Provider under the
Liquidity Agreement, to the extent of its interests in such Revenues; and Revenues shall not be used for
any other purpose, except as provided in the Indenture, while any of the Bonds (including Liquidity
Provider Bonds) remain Outstanding. Said pledge shall constitute a first and exclusive lien on the
Revenues for the payment of the Bonds (including Liquidity Provider Bonds), and payment to the
Liquidity Provider in accordance with the terms of the Indenture and of the Liquidity Agreement. All
Revenues shall be held in trust for the benefit of the Holdeis from time to time of the Bonds (including
Liquidity Provider Bonds), and thereafter to the Liquidity Provider, to the extent of its interests in such
Revenues but shall nevertheless be disbursed, allocated and applied solely for the uses and purposes set
forth in the Indenture.

Each Liquidity Facility, if any, provided with respect to a Series of the Bonds is irrevocably
pledged to the punctual payment of the Purchase Price of the Bonds of such Series, and proceeds of any
drawing on such Liquidity Facility shall not be used for any other purpose. Said pledge shall constitute a
first and exclusive lien on such Liquidity Facility in favor of the Trustee for the benefit of the Holders of
the Bonds of the Series secured by such Liquidity Facility and any payments thereunder for the payment
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of the Purchase Price of the Bonds of such Series in accordance with the terms thereof. Each Liquidity
Facility, if any, and any payments thereunder shall be held in trust for the benefit of the Holders from
time to time of the Bonds of the Series secured by such Liquidity Facility but shall nevertheless be
disbursed, allocated and applied solely for the uses and purposes set forth in the Indenture.

The Corporation may at its sole discretion from time to time deliver to the Trustee such additional
or other security interests permitted by the Indenture or the Infrastructure Bank to secure the payment of
the principal of and interest and premium, if any, on, and Purchase Price of, the Bonds or the Bonds of
any Series and any such additional or other security delivered by the Corporation shall be pledged to such
payment, provided that there is delivered to the Trustee an Opinion of Bond Counsel to the effect that the
delivery of such additional or other security does not, in and of itself, adversely affect the Tax-Exempt
status of interest on the Bonds.

The Bonds shall not constitute a debt or liability of the State or any political subdivision thereof,
other than a limited obligation of the Infrastructure Bank payable solely from Revenues. The Bonds do
not constitute a pledge of the faith and credit of the State or any political subdivision thereof, but shall be
payable solely from the funds provided therefor in the Indenture. Neither the faith and credit nor the
taxing power of the State is pledged to the payment of the principal of, or interest on, the Bonds; and no
Holder or Beneficial Owner of any Bond shall have any right to demand payment of the principal of,
premium, if any, or interest on, the Bonds by the Infrastructure Bank, the State or any political
subdivision thereof, out of any funds to be raised by taxation or appropriation.

Bond Fund. Upon the receipt thereof, the Trustee shall deposit all Revenues in the “California
Infrastructure and Economic Development Bank Variable Rate Demand Revenue Bonds (California
Independent System Operator Corporation Project) Series 2004 Bond Fund” (the “Bond Fund”), which
the Trustee shall establish and maintain and hold in trust, and which shall be disbursed and applied only
as authorized in the Indenture. Except as provided in the Indenture, moneys in the Bond Fund shall be
used solely for the payment of the principal of and premium, if any, and interest on all Series of the Bonds
as the same shall become due, pari passu, whether at maturity or upon redemption or acceleration.

The Trustee shall deposit in the Bond Fund from time to time, upon receipt thereof, all amounts
received by the Trustee pursuant to the Bond Insurance Policy, all Repayment Installments received by
the Trustee from the Corporation for deposit in the Bond Fund, any income received from the investment
of moneys on deposit in the Bond Fund and any other Revenues, including any other prepayment amounts
received under the Agreement from or for the account of the Corporation.

In making payments of principal of, premium, if any, and interest on the Bonds, the Trustee shall
use any Revenues received by the Trustee, and shall not be limited to Available Amounts.

Except to the extent such moneys are required to be held for the payment of principal of,
redemption premium, if any, or interest on the Bonds then due and payable or to effect the defeasance of
Bonds pursuant to the provisions of the Indenture described below under “Defeasance,” so long as no
Event of Default (or any event which would be an Event of Default under the Indenture with the passage
of time or the giving of notice) exists under the Indenture, on the fifth day after each Interest Payment
Date, the Trustee, unless otherwise instructed by the Corporation, shall return to the Corporation (free and
clear of the pledge and lien of the Indenture) any moneys then on deposit in the Bond Fund or shall
deposit such funds in the Rebate Fund if so instructed by the Corporation; provided, however, that no
payment shall be made to the Corporation if the Corporation has any obligations to a Liquidity Provider
which are then due and payable, as certified by the Liquidity Provider to the Trustee.



Debt Service Reserve Fund. The Trustee shall establish and maintain and hold in trust the
“California Infrastructure and Economic Development Bank Variable Rate Demand Revenue Bonds
(California Independent System Operator Corporation Project) Series 2004 Debt Service Reserve Fund”
(the “Debt Service Reserve Fund”). If, on any date on which the principal or redemption price of, or
interest on, Bonds is due, the amount in the Bond Fund available for such payment is less than the amount
of the principal and redemption price of and interest on the Bonds due on such date, the Trustee shall
apply amounts from the Debt Service Reserve Fund to the extent necessary to make good the deficiency.
For purposes of determining the amount on deposit in the Debt Service Reserve Fund, all investments
shall be valued two Business Days before each Debt Service Reserve Valuation Date at the amortized cost
thereof (exclusive of accrued but unpaid interest, but inclusive of commissions).

Except as provided in the Indenture, if on any Debt Service Reserve Valuation Date the amount
on deposit in the Debt Service Reserve Fund shall exceed the Debt Service Reserve Requirement, such
excess shall be applied to the reimbursement of each drawing on a Reserve Financial Guaranty deposited
in or credited to such Fund and to the payment of interest or other amounts due with respect to such a
Reserve Financial Guaranty and any remaining moneys shall be deposited in the Bond Fund.

Whenever the amount in the Debt Service Reserve Fund (excluding Reserve Financial
Guaranties), together with the amount in the Bond Fund, is sufficient to pay in full all of the Outstanding
Bonds in accordance with their terms (including principal or redemption price and interest thereon), the
funds on deposit in the Debt Service Reserve Fund, subject to the provisions of the Indenture, shall be
transferred to the Bond Fund. '

In the event of the refunding of one or more Bonds (or portions thereof), the Trustee shall, upon
the written direction of an Authorized Corporation Representative, withdraw from the Debt Service
Reserve Fund any or all of the amounts on deposit therein (excluding Reserve Financial Guaranties) and
deposit such amounts with itself as Trustee, or the escrow agent for the Bonds to be refunded, to be held
for the payment of the principal or redemption price, if any, of, and interest on, the Bonds (or portions
thereof) being refunded; provided that such withdrawal shall not be made unless (a) immediately
thereafter the Bonds (or portions thereof) being refunded shall be deemed to have been paid pursuant to
the Indenture, and (b) the amount remaining in the Debt Service Reserve Fund after such withdrawal,
taking into account any deposits to be made in the Debt Service Reserve Fund in connection with such
refunding, shall not be less than the Debt Service Reserve Requirement.

In lieu of the deposits and transfers to the Debt Service Reserve Fund required by the Agreement,
the Corporation may cause to be deposited in the Debt Service Reserve Fund a Reserve Financial
Guaranty or Reserve Financial Guaranties in an amount equal to the difference between the Debt Service
Reserve Requirement and the sums, if any, then on deposit in the Debt Service Reserve Fund or being
deposited in such Fund concurrently with such Reserve Financial Guaranty or Guaranties. The Trustee
shall draw upon or otherwise take such action as is necessary in accordance with the terms of the Reserve
Financial Guaranties to receive payments with respect to the Reserve Financial Guaranties (including the
giving of notice as required thereunder). (i) on any date on which moneys shall be required to be
withdrawn from the Debt Service Reserve Fund and applied to the payment of principal or redemption
price of, or interest on, any Bonds and such withdrawal cannot be met by amounts on deposit in the Debt
Service Reserve Fund; (ii) on the first Business Day which is at least ten (10) days prior to the expiration
date of each Reserve Financial Guaranty, in an amount equal to the deficiency which would exist in the
Debt Service Reserve Fund if the Reserve Financial Guaranty expired, unless a substitute Reserve
Financial Guaranty with an expiration date not earlier than 180 days after the expiration date of the
expiring Reserve Financial Guaranty is acquired prior to such date or the Corporation deposits funds in
the Debt Service Reserve Fund on or before such date such that the amount in the Debt Service Reserve
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Fund on such date (without regard to such expiring Reserve Financial Guaranty) is at least equal to the
Debt Service Reserve Requirement.

If, upon the deposit of a Reserve Financial Guaranty into the Debt Service Reserve Fund pursuant
to immediately preceding paragraph, there shall be any amount in the Debt Service Reserve Fund in

excess of the Debt Service Reserve Requirement, such excess amount may be applied to the cost of

acquiring such Reserve Financial Guaranty and, to the extent not so applied, shall be transferred to the
Bond Fund.

Trustee Authorized to Take Actions Under the Agreement. The Infrastructure Bank
authorizes and directs the Trustee, and the Trustee agrees, subject to the Indenture, to take such actions as
the Trustee deems necessary to enforce the Corporation’s obligation under the Agreement to make
payments at such times and in such amounts as are necessary in order for the Trustee to make timely
payment of principal of and interest on the Bonds to the extent any Bond proceeds and other moneys in
the Bond Fund are not available for such payment in accordance with the provisions of the Indenture.

Investment of Moneys. Subject to the provisions of the Indenture, any moneys in any of the
funds and accounts to be established by the Trustee pursuant to the Indenture (other than the Bond
Purchase Fund) shall be invested upon the written direction of the Corporation signed by an Authorized
Corporation Representative (such direction to specify the particular investment to be made), by the
Trustee, if and to the extent then permitted by law, in Investment Securities. In the absence of such
written direction, the Trustee shall invest solely in units of a money-market fund or portfolio restricted to
obligations issued by, or guaranteed by the full faith and credit of, the United States of America which is
rated by each Rating Agency at least as high as the then-current rating of such Rating Agency on the
Bonds. Moneys in any fund or account (other than the Bond Purchase Fund) shall be invested in
Investment Securities with respect to which payments of principal thereof and interest thereon are
scheduled to be paid or are otherwise payable (including Investment Securities payable at the option of
the Holder) not later than the date on which such moneys will be required by the Trustee.

Notwithstanding the foregoing provisions, (i) any moneys held in the Bond Purchase Fund and
any moneys constituting payments under any Liquidity Facility shall be held uninvested unless such
moneys are invested in accordance with the provisions of the Indenture described below under the caption
“Defeasance” to effect the defeasance of Bonds and (ii) any moneys constituting Available Amounts shall
be invested in Investment Securities that are rated “AAA” or “A-1+” by Standard & Poor’s and that
mature on or before the date on which such moneys are to be applied to redeem Bonds.

Any interest, profit or loss on any investments of moneys in any fund or account under the
Indenture shall be credited or charged to the respective funds from which such investments are made.
The Trustee may sell or present for redemption any obligations so purchased whenever it shall be
necessary in order to provide moneys to meet any payment, and the Trustee shall not be liable or
responsible for any loss, fee, tax or other charge resulting from any investment, reinvestment or
liquidation under the Indenture. Unless otherwise directed by the Corporation, the Trustee may make any
investment permitted under these provisions of the Indenture relating to the investment of moneys
through or with its own commercial banking or investment departments.

The Infrastructure Bank (and the Corporation by its execution of the Agreement) acknowledges
that to the extent regulations of the Comptroller of the Currency or other applicable regulatory entity grant
the Infrastructure Bank or the Corporation the right to receive brokerage confirmations of security
transactions as they occur, the Infrastructure Bank and the Corporation specifically waive receipt of such
confirmations to the extent permitted by law. The Trustee will furnish the Corporation and, if requested,




the Infrastructure Bank, periodic cash transaction statements which include detail for all investment
transactions made by the Trustee under the Indenture.

The Trustee or any of its affiliates may act as sponsor, advisor or manager in connection with any
investments made by the Trustee under the Indenture.

Enforcement of Obligations. (a) The Trustee also shall be entitled to take all steps, actions and
proceedings reasonably necessary in its judgment (1) to enforce the terms, covenants and conditions of,
and preserve and protect the priority of its interest in and under, the Agreement, the Bond Insurance
Policy, any Liquidity Facility and any other security agreement with respect to the Project, other than the
Tax Certificate, or the Bonds, and (2) to assure compliance with all covenants, agreements and conditions
on the part of the Infrastructure Bank contained in the Indenture with respect to the Revenues.

Liquidity Facilities; Liquidity Provider Bonds. The Trustee acknowledges the right of the
Corporation at any time to provide a substitute Liquidity Facility with respect to any Series of Bonds
bearing interest at a Variable Rate for the Liquidity Facility then in effect. If there shall have been
delivered to the Infrastructure Bank and the Trustee in connection with a Series of the Bonds (i)a
substitute Liquidity Facility meeting the requirements of the Agreement and (ii) the opinions and
documents required by the Agreement, then the Trustee shall accept such substitute Liquidity Facility
and, if so directed by the Corporation, on or about the fifth Business Day succeeding the effective date of
such substitute Liquidity Facility promptly surrender the Liquidity Facility theretofore in effect with
respect to such Series of Bonds in accordance with the respective terms thereof for cancellation; provided
the Trustee shall not surrender any Liquidity Facility until all draws or requests to purchase Bonds made
under such Liquidity Facility have been honored. In the event that the Corporation elects to provide a
substitute Liquidity Facility in connection with a Series of the Bonds, the Bonds of such Series shall be
subject to mandatory tender as described in body of this Official Statement under subparagraph (ii) under
the caption “The Bonds—Tender of Bonds for Purchase—Mandatory Tender During Weekly Rate
Period.” If at any time all Bonds of a Series secured by a Liquidity Facility shall cease to be Outstanding
under the Indenture or all the Outstanding Bonds of a Series secured by a Liquidity Facility have been
converted to a Fixed Rate or a M-STARS Rate, or a Liquidity Facility shall be terminated pursuant to its
terms, the Trustee shall promptly surrender such Liquidity Facility in accordance with its terms for
cancellation. The Trustee shall comply with the procedures set forth in each Liquidity Facility relating to
the termination thereof. '

In the event that a Liquidity Facility is in effect, the Trustee shall make a demand for payment
under such Liquidity Facility subject to and in accordance with its terms, in order to receive payment
thereunder as provided in the Indenture.

Each demand for payment under a Liquidity Facility shall be made not later than the time
required by the Liquidity Facility in order to receive payment thereunder not later than the time payment
of the Purchase Price is required to be made to the Holders or the Beneficial Owners of the Bonds
pursuant to the Indenture. The Trustee shall give notice of each such demand for payment to the
Corporation at the time of each such demand. The proceeds of each such demand shall be deposited in
the Liquidity Facility Purchase Account, and used in the order of priority established by the Indenture. At
the time of making any demand under a Liquidity Facility pursuant to the Indenture, the Trustee shall
direct the Liquidity Provider to pay the proceeds of such demand directly to the Tender Agent for deposit
in the Liquidity Facility Purchase Account in the Bond Purchase Fund. The Trustee shall comply with all
provisions of each Liquidity Facility in order to realize upon any demand for payment thereunder, and
will not demand payment under any Liquidity Facility of any amounts for payment of: (i) Liquidity
Provider Bonds; or (ii) Bonds held by the Infrastructure Bank or the Corporation or actually known by the
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Trustee to be held by any affiliate of the Corporation or any nominee of the Infrastructure Bank or the
Corporation unless such Liquidity Facility specifically permits such demand.

Any Bonds purchased with payments made under a Liquidity Facility pursuant to the Indenture
shall constitute Liquidity Provider Bonds and shall be registered in the name of, or as otherwise directed
by, the Liquidity Provider and delivered to or upon the order of, or as otherwise directed by, such
Liquidity Provider; provided, that if such Bonds are Book-Entry Bonds, the Trustee shall immediately
upon making any demand for payment on a Liquidity Facility pursuant to the Indenture notify the Tender
Agent. Upon receipt of such notice, the Tender Agent shall direct DTC to cause any Bonds purchased
with the proceeds of such demand to be transferred to such account at DTC as directed by the Liquidity
Provider, and such Bonds shall be held in the name of or for the account of the Liquidity Provider or as
may be directed by such Liquidity Provider.

Unless otherwise provided in the Liquidity Agreement, Liquidity Provider Bonds shall be
remarketed by the Remarketing Agent prior to any other Bonds tendered for purchase under the
Indenture, and shall be remarketed in accordance with the terms of the applicable Remarketing
Agreement. Upon (i) receipt by the Trustee and the Tender Agent of written notification from the
Liquidity Provider that its Liquidity Facility has been fully reinstated with respect to principal and interest
and (i) release by the Liquidity Provider of any Liquidity Provider Bonds which the Remarketing Agent
has remarketed, such Bonds shall be made available to the purchasers thereof and shall no longer
constitute Liquidity Provider Bonds for purposes of the Indenture. The proceeds of any remarketing of
Liquidity Provider Bonds shall be paid to the Liquidity Provider by the Tender Agent on such
remarketing date in immediately available funds.

Each of the Trustee and the Tender Agent agrees that it will, immediately upon receipt, send to
the Liquidity Provider (by telephonic or Electronic notice) a copy of every notice received by it under the
Indenture relating to any Liquidity Provider Bonds.

Notwithstanding anything to the contrary in the Indenture or in the Bonds, all obligations of the
Corporation under or in connection with any Liquidity Agreement (including, without limitation,
reimbursement obligations of the Corporation to any participating Liquidity Providers with respect to a
Liquidity Facility and any Liquidity Provider Bonds) shall be governed by the terms of such Liquidity
Agreement.

The Trustee shall provide to each Rating Agency written notice of the extension of any Liquidity
Facility in effect with respect to the Bonds.

Whenever requested in writing by the Corporation, the Trustee shall submit to each Liquidity
Provider a reduction certificate or other appropriate documentation necessary under the Liquidity Facility
to reduce the principal amount of Bonds and related interest to which such Liquidity Facility relates to
reflect any purchase or redemption and the cancellation of such Bonds.

Covenants of the Infrastructure Bank

Payment of Principal and Interest. The Infrastructure Bank shall punctually pay, but only out
of Revenues as provided in the Indenture, the principal and the interest (and premium, if any) to become
due in respect of every Bond issued under the Indenture at the times and places and in the manner
provided in the Indenture and in the Bonds according to the true intent and meaning thereof., All such
payments shall be made by the Trustee as provided in the Indenture. When and as paid in full, all Bonds,
if any, shall be delivered to the Trustee and shall forthwith be cancelled by the Trustee, who shall deliver
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a certificate evidencing such cancellation to the Corporation and, if requested, the Infrastructure Bank.
The Trustee may retain or destroy such cancelled Bonds.

Extension or Funding of Claims for Interest. In order to prevent any accumulation of claims
for interest after maturity, the Infrastructure Bank shall not, directly or indirectly, extend or assent to the
extension of the time for the payment of any claim for interest on any of the Bonds, and shall not, directly
or indirectly, be a party to or approve any such arrangement by purchasing or funding such claims or in
any other manner. In case any such claim for interest shall be extended or funded, whether or not with the
consent of the Infrastructure Bank, such claim for interest so extended or funded shall not be entitled, in
case of default under the Indenture, to the benefits of the Indenture, except subject to the prior payment in
full of the principal of all of the Bonds then Outstanding and of all claims for interest which shall not have
been so extended or funded.

Paying Agents. The Infrastructure Bank, with the written approval of the Trustee and the
Corporation, may appoint and at all times have one or more Paying Agents (which shall meet the
qualifications of the Trustee set forth in the Indenture) in such place or places as the Corporation may
designate, for the payment of the principal of, and the interest (and premium, if any) on, the Bonds. The
Paying Agent initially appointed under the Indenture is the Trustee.

Preservation of Revenues. The Infrastructure Bank shall not waive any provision of the
Agreement or take any action to interfere with or impair the pledge and assignment under the Indenture of
Revenues and the assignment to the Trustee of rights under the Agreement, or the Trustee’s enforcement
of any rights thereunder, without the prior written consent of the Trustee. The Trustee may give such
written consent, and may itself take any such action, or consent to any Amendment, only in accordance
with the provisions of the Indenture.

Compliance with Indenture. The Infrastructure Bank shall not issue, or permit to be issued, any
Bonds secured or payable in any manner out of Revenues in any manner other than in accordance with the
provisions of the Indenture, and shall not suffer or permit any default to occur under the Indenture, but
shall faithfully observe and perform all the covenants, conditions and requirements of the Indenture.

Arbitrage Covenants; Rebate Fund. The Infrastructure Bank covenants with all Persons who
hold or at any time held Bonds that the Infrastructure Bank will not directly or indirectly use the proceeds
of any of the Bonds or any other funds of the Infrastructure Bark or permit the use of the proceeds of any
of the Bonds or any other funds of the Infrastructure Bank or take or omit to take any other action which
will cause any of the Bonds to be “arbitrage bonds” or otherwise subject to federal income taxation by
reason of Sections 103 and 141 through 150 of the Code and any applicable regulations promulgated
thereunder. To that end the Infrastructure Bank covenants to comply with all covenants set forth in the
Tax Certificate, which is incorporated in the Indenture by reference as though fully set forth in the
Indenture.

The Trustee shall establish and maintain a fund separate from any other fund established and
maintained under the Indenture designated the “California Infrastructure and Economic Development
Bank Variable Rate Demand Revenue Bonds, Series 2004 (California Independent System Operator
Corporation Project) Rebate Fund” (herein called the “Rebate Fund”). Within the Rebate Fund, the
Trustee shall maintain such accounts as shall be directed by the Corporation as necessary in order for the
Infrastructure Bank and the Corporation to comply with the terms and requirements of the Tax Certificate.
Subject to the transfer provisions provided in paragraph (c) below, all money at any time deposited in the
Rebate Fund shall be held by the Trustee in trust, to the extent required to satisfy the Rebate Requirement
(as defined in the Tax Certificate), for payment to the United States Government, and none of the
Corporation, the Infrastructure Bank nor the Bondholders shall have any rights in or claim to such
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moneys. All amounts deposited into or on deposit in the Rebate Fund shall be governed by the applicable
provisions of the Indenture and the Agreement and by the Tax Certificate. The Trustee shall conclusively
be deemed to have complied with such provisions if it follows the directions of the Corporation, including
supplying all necessary information requested by the Corporation and the Infrastructure Bank in the
manner set forth in the Tax Certificate, and shall not be required to take any actions thereunder in the
absence of written directions from the Corporation.

Upon receipt of the Corporation’s written instructions, the Trustee shall remit part or all of the
balances in the Rebate Fund to the United States Government, as so directed. In addition, if the
Corporation so directs, the Trustee will deposit moneys into or transfer moneys out of the Rebate Fund
from or into such accounts or funds as directed by the Corporation’s written directions. Any funds
remaining in the Rebate Fund after redemption and payment of all of the Bonds and payment and
satisfaction of any Rebate Requirement and payment of all other amounts due and owing pursuant to the
Agreement shall be withdrawn and remitted to the Corporation upon its written request.

Notwithstanding any provision of the Indenture, the obligation of the Corporation to pay the
Rebate Requirement to the United States Government and to comply with all other requirements of the
Indenture described under the applicable provisions of the Indenture and the Agreement and the Tax
Certificate shall survive the defeasance or payment in full of the Bonds.

Notwithstanding any provisions of the applicable provisions of the Indenture and the Agreement,
if the Corporation shall provide to the Infrastructure Bank and the Trustee an Opinion of Bond Counsel
that any specified action required under applicable provisions of the Indenture and the Agreement is no
longer required or that some further or different action is required to maintain the Tax-Exempt status of
interest on the Bonds, the Corporation, the Trustee and the Infrastructure Bank may conclusively rely on
such opinion in complying with the requirements of the Indenture; and the covenants under the Indenture
shall be deemed to be modified to that extent.

Other Liens. So long as any Bonds are Outstanding, the Infrastructure Bank shall not create or
allow to be created any pledge, lien or charge of any type whatsoever upon all or any part of the
Revenues, other than the lien of the Indenture.

Further Assurances. Whenever and so often as requested so to do by the Trustee, the
Infrastructure Bank shall promptly execute and deliver or cause to be executed and delivered all such
other and further instruments, documents or assurances, and promptly do or cause to be done all such
other and further things, as may be necessary or reasonably required in order to further and more fully
vest in the Trustee and the Bondholders all of the rights, interests, powers, benefits, privileges and
advantages conferred or intended to be conferred upon them by the Indenture and to perfect and maintain
as perfected such rights, interests, powers, benefits, privileges and advantages.

Default

Events of Default; Acceleration; Waiver of Default. Each of the following events shall
constitute an “Event of Default” under the Indenture:

(a) Failure to make payment of any installment of interest upon any Bond when such
payment shall have become due and payable;

b) Failure to make due and punctual payment of the principal of or premium, if any, on any

Bond when such payment shall have become due and payable, whether at the stated maturity thereof, or
upon proceedings for redemption thereof or upon the maturity thereof by declaration;
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(c) The occurrence of an “Event of Default” under the Agreement; or

(d) Default by the Infrastructure Bank in the performance or observance of any other of the
covenants, agreements or conditions on its part contained in the Indenture or in the Bonds, and the
continuance of such default for a period of thirty (30) days after written notice thereof, specifying such
default and requiring the same to be remedied, shall have been given to the Infrastructure Bank and the
Corporation by the Trustee, or to the Infrastructure Bank, the Corporation and the Trustee by the Holders
of not less than twenty-five percent (25%) in aggregate principal amount of the Bonds at the time
Outstanding;

No default specified in (d) above shall constitute an Event of Default unless the Infrastructure
Bank and the Corporation shall have failed to correct such default within the applicable 30-day period;
provided, however, that if the default shall be such that it can be corrected, but cannot be corrected within
such period, it shall not constitute an Event of Default if corrective action is instituted by the
Infrastructure Bank or the Corporation within the applicable period and diligently pursued until the
default is corrected. With regard to any alleged default concerning which notice is- given to the
Corporation under the provisions of the Indenture, the Infrastructure Bank grants the Corporation full
authority for the account of the Infrastructure Bank to perform any covenant or obligation the non-
performance of which is alleged in said notice to constitute a default in the name and stead of the
Infrastructure Bank with full power to do any and all things and acts to the same extent that the
Infrastructure Bank could do and perform any such things and acts and with power of substitution.
Notwithstanding such grant, the Corporation shall not have any obligation to cure any default of the
Infrastructure Bank.

_ Upon the occurrence and continuation of an Event of Default, the Trustee may, and, upon the
written request of the Holders of not less than twenty-five percent (25%) in aggregate principal amount of
Bonds then Outstanding and with the consent of the Insurer, or upon the written request of the Insurer,
shall, by notice in writing delivered to the Corporation and the Insurer, with copies of such notice being
sent to the Infrastructure Bank, declare the principal of all Bonds then Outstanding and the interest
accrued thereon immediately due and payable, and such principal and interest shall thereupon become and
be immediately due and payable. Notwithstanding the foregoing, the Trustee shall not be required to take
any action upon the occurrence and continuation of an Event of Default under paragraphs (c) or (d) above
until a Responsible Officer of the Trustee has actual knowledge of such Event of Default. After any
declaration of acceleration of the Bonds under the provisions of the Indenture described under this caption
“—Events of Default; Acceleration; Waiver of Default” the Trustee shall immediately declare all
indebtedness payable under the Agreement with respect to the Bonds to be immediately due and payable
in accordance with the Agreement and may exercise and enforce such rights as exist under the
Agreement.

The preceding paragraph, however, is subject to the condition that if, at any time after the
principal of the Bonds shall have been so declared due and payable, and before any judgment or decree
for the payment of the moneys due shall have been obtained or entered as provided in the Indenture, there
shall have been deposited with the Trustee a sum which, together with any other amounts then held in the
Bond Fund, is sufficient to pay all the principal of such Bonds matured prior to such declaration and all
matured installments of interest (if any) upon all the Bonds, and the reasonable expenses (including
reasonable attorneys’ fees) of the Trustee, and any and all other defaults actually known to the Trustee
(other than in the payment of principal of and interest on such Bonds due and payable solely by reason of
such declaration) shall have been made good or cured to the satisfaction of the Trustee in its sole
discretion or provision deemed by the Trustee to be adequate shall have been made therefor, then, and in
every such case, the Holders of at least a majority in aggregate principal amount of the Bonds then
Outstanding (by written notice to the Infrastructure Bank and to the Trustee accompanied by the written
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consent of the Insurer, may, on behalf of the Holders of all Bonds, rescind and annul such declaration
with respect to the Bonds and its consequences and waive such default; provided that no such rescission
and annulment shall extend to or shall affect any subsequent default, or shall impair or exhaust any right
or power consequent thereon,

Notwithstanding anything else in the provisions of the Indenture described under this caption “—
Events of Default; Acceleration; Waiver of Default” to the contrary, the failure of the Corporation to
observe any covenant, agreement or representation in the Agreement which results in a Determination of
Taxability, shall not constitute an Event of Default under the Indenture if the Bonds are redeemed
pursuant to provisions of the Indenture relating to redemption upon mandatory prepayments. Payment of
the redemption price for such Bonds shall constitute the full and complete payment and satisfaction to the
Holders of the Bonds for any claims, damages, costs or expenses arising out any failure on the part of the
Corporation described above in this paragraph.

The provisions of the Indenture described under this caption “—Events of Default; Acceleration;
Waiver of Default” are expressly subject to the rights of the Insurer set forth under the provisions of the
Indenture described below under “Bond Insurance Policy Provisions—Right To Control Remedies.”

Institution of Legal Proceedings by Trustee. In addition, if one or more of the Events of
Default under the Indenture shall happen and be continuing, the Trustee in its sole discretion may, and
upon the written request of the Insurer, or the Holders of a majority in aggregate principal amount of the
Bonds then Outstanding with the consent of the Insurer, and upon being indemnified to its satisfaction in
its sole discretion therefor (including with respect to any expenses or liability the Trustee may incur)
shall, proceed to protect or enforce its rights or the rights of the Holders under the Act or under the
Indenture, by a suit in equity or action at law, either for the specific performance of any covenant or
agreement contained in the Indenture, or in aid of the execution of any power granted in the Indenture, or
by mandamus or other appropriate proceeding for the enforcement of any other legal or equitable remedy
as the Trustee shall deem most effectual in support of any of its rights or duties under the Indenture.

Application of Moneys Collected by Trustee. Any moneys collected by the Trustee and
moneys in the Bond Fund on or after the occurrence of an Event of Default shall be applied in the order
following, at the date or dates fixed by the Trustee and, in the case of distribution of such moneys on
account of principal (or premium, if any) or. interest, upon presentation of the Bonds, and stamping
thereon the payment, if only partially paid, and upon surrender thereof, if fully paid:

First: To the payment of costs and expenses of collection, just and reasonable
compensation to the Trustee for its own services and for the services of counsel, agents and
employees by it properly engaged and employed, and for advances made pursuant to the
provisions of the Indenture with interest on all such advances at the rate of nine percent (9%) per
annum; provided, that any payments under a Liquidity Facility shall not be so applied.

Second: In case the principal of none of the Outstanding Bonds shall have become due
and remains unpaid, to the payment of interest in default on the Outstanding Bonds in the order of
the maturity thereof, such payments to be made ratably and proportionately to the Persons entitled
thereto without discrimination or preference, except as specified in the Indenture; provided,
however, that no payment of interest shall be made with respect to any Bonds held by the
Infrastructure Bank, the Corporation or actually known by the Trustee to be held by any affiliate
of the Corporation, or any nominee of the Infrastructure Bank, the Corporation, or any affiliate of
the Corporation, until interest due on all Bonds not so registered shall have been paid.
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Third: In case the principal of any of the Outstanding Bonds shall have become due by
declaration or otherwise and remains unpaid, first to the payment of principal of all Outstanding
Bonds then due and unpaid, then to the payment of interest in default in the order of maturity
thereof, and then to the payment of the premium thereon, if any; in every instance such payment
to be made ratably to the Persons entitled thereto without discrimination or preference, except as
specified in the Indenture; provided, however, that no payment of principal or premium or interest
shall be made with respect to any Bonds held by the Infrastructure Bank, the Corporation or
known by the Trustee to be held by any affiliate of the Corporation or any nominee of the
Infrastructure Bank, the Corporation, or any affiliate of the Corporation, until all amounts due on
all Bonds not so held have been paid.

Fourth: To the Liquidity Provider, if any, for amounts due under its Liquidity Agreement
other than as the Holder of Liquidity Provider Bonds, as certified by the Liquidity Provider to the
Trustee.

Fifth: To the payment of fees and costs due and owing to the Infrastructure Bank and the
Trustee, not covered under paragraph “First” above.

Effect of Delay or Omission to Pursue Remedy. No delay or omission of the Trustee or of any
Holder of Bonds to exercise any right or power arising from any default shall impair any such right or
power or shall be construed to be a waiver of any such default or acquiescence therein, and every power
and remedy given by the Indenture to the Trustee or to the Holders may be exercised from time to time
and as often as shall be deemed expedient. In case the Trustee shall have proceeded to enforce any right
under the Indenture, and such proceedings shall have been discontinued or abandoned because of waiver
or for any other reason, or shall have been determined adversely to the Trustee, then and in every such
case the Infrastructure Bank, the Trustee, the Liquidity Provider, if any, and the Holders of the Bonds,
severally and respectively, shall be restored to their former positions and rights under the Indenture in
respect to the trust estate; and all remedies, rights and powers of the Infrastructure Bank, the Trustee, the
Liquidity Provider and the Holders of the Bonds shall continue as though no such proceedings had been
taken.

Remedies Cumulative. No remedy conferred upon or reserved to the Trustee or to any Holder
of the Bonds in the Indenture is intended to be exclusive of any other remedy, but each and every such
remedy shall be cumulative and shall be in addition to every other remedy given under the Indenture or
now or hereafter existing at law or in equity.

Covenant to Pay Bonds in Event of Default. The Infrastructure Bank covenants that, upon the
happening of any Event of Default, the Infrastructure Bank will pay to the Trustee upon demand, but only
out of Revenues, for the benefit of the Holders of such Bonds, the whole amount then due and payable
thereon (by declaration or otherwise) for interest or for principal and premium, or both, as the case may
be, and all other sums which may be due under the Indenture or secured by the Indenture, including
reasonable compensation to the Trustee, its agents and counsel, and any expenses or liabilities incurred by
the Trustee under the Indenture. In case the Infrastructure Bank shall fail to pay the same forthwith upon
such demand, the Trustee, in its own name and as trustee of an express trust, shall be entitled to institute
proceedings at law or in equity in any court of competent jurisdiction to recover judgment for the whole
amount due and unpaid, together with costs and reasonable attorneys’ fees and expenses, subject,
however, to the condition that such judgment, if any, shall be limited to, and payable solely out of,
Revenues as provided in the Indenture and not otherwise. The Trustee shall be entitled to recover such
judgment as aforesaid, either before or after or during the pendency of any proceedings for the
enforcement of the Indenture, and the right of the Trustee to recover such judgment shall not be affected
by the exercise of any other right, power or remedy for the enforcement of the provisions of the Indenture.
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Trustee Appointed Agent for Bondholders. The Trustee is appointed the agent and attorney of
the Holders of all Bonds Outstanding under the Indenture for the purpose of filing any claims relating to
the Bonds.

Power of Trustee to Control Proceedings. In the event that the Trustee, upon the happening of
an Event of Default, shall have taken any action, by judicial proceedings or otherwise, pursuant to its
duties under the Indenture, whether upon its own discretion or upon the request of Holders of the Bonds,
it shall have full power, in the exercise of its discretion for the best interests of the Holders of the Bonds,
with respect to the continuance, discontinuance, withdrawal, compromise, settlement or other disposal of
such action; provided, however, that the Trustee shall not, unless there no longer continues an Event of
Default under the Indenture, discontinue, withdraw, compromise or settle, or otherwise dispose of any
litigation pending at law or in equity, if at the time there has been filed with it a written request signed by
the Insurer, the Liquidity Provider, if any, or the Holders of at least a majority in principal amount of the
Bonds Outstanding under the Indenture opposing such discontinuance, withdrawal, compromise,
settlement or other disposal of such litigation.

All rights of action under the Indenture or under any of the Bonds secured by the Indenture which
are enforceable by the Trustee may be enforced by it without the possession of any of the Bonds, or the
production thereof at the trial or other proceedings relative thereto, and any such suit, action or
proceeding instituted by the Trustee shall be brought in its name as Trustee of an express trust for the
equal and ratable benefit of the Bondholders, subject to the provisions of the Indenture.

Limitation on Bondholders’ Right to Sue. No Holder shall have the right to institute any suit,
action or proceeding at law or in equity, for any remedy under or upon the Indenture, unless (a) such
Holder shall have previously given to the Trustee written notice of the occurrence of an Event of Default
under the Indenture; (b) the Holders of at least a majority in aggregate principal amount of all the Bonds
then Outstanding shall have made written request upon the Trustee to exercise the powers granted in the
Indenture or to institute such action, suit or proceeding in its own name; (c) said Holders shall have
tendered to the Trustee indemnity satisfactory to it against the costs, expenses (including reasonable
attorneys’ fees) and liabilities to be incurred in compliance with such request; and (d) the Trustee shall
have refused or omitted to comply with such request for a period of thirty (30) days after such written
request shall have been received by, and said tender of indemnity shall have been made to, the Trustee.

Such notification, request, tender of indemnity and refusal or omission are declared, in every
case, to be conditions precedent to the exercise by any Holder of any remedy under the Indenture; it being
understood and intended that no one or more Holders shall have any right in any manner whatever by his
or her or their action to enforce any right under the Indenture, except in the manner provided in the
Indenture, and that all proceedings at law or in equity to enforce any provision of the Indenture shall be
instituted, had and maintained in the manner provided in the Indenture and for the equal benefit of all
Holders of the Outstanding Bonds, subject to the provisions of the Indenture.

The right of any Holder to receive payment of the principal of (and premium, if any) and interest
on such Bond out of Revenues, as provided therein and in the Indenture, on and after the respective due
dates expressed in such Bond, or to institute suit for the enforcement of any such payment on or after such
respective dates, shall not be impaired or affected without the consent of such Holder, notwithstanding the
foregoing provisions or any other provision of the Indenture.

Limitation of Liability to Revenues. Notwithstanding anything in the Indenture contained, the
Infrastructure Bank shall not be required to advance any moneys derived from any source of income of
any governmental body or political subdivision of the State or the Infrastructure Bank other than the
Revenues, for any of the purposes in the Indenture mentioned, whether for the payment of the principal of
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or interest on the Bonds or for any other purpose of the Indenture. The Bonds are not general obligations
of the Infrastructure Bank, and are payable from and secured by the Revenues only.

The Bonds do not constitute a debt or liability of the State or of any political subdivision thereof,
other than the Infrastructure Bank, and do not constitute a pledge of the faith and credit of the State or any
of its political subdivisions, other than the Infrastructure Bank, but are payable solely from the funds
provided therefor under the Indenture. The issuance of the Bonds shall not directly or indirectly or
contingently obligate the State or any political subdivision thereof to levy or to pledge any form of
taxation therefor or to make any appropriation for their payment.

The Trustee, The Registrar, The Tender Agent and the Remarketing Agent

Duties, Immunities and Liabilities of Trustee and Registrar. The Trustee shall, prior to an
Event of Default under the Indenture, and after the curing of all Events of Default under the Indenture
which may have occurred, and the Registrar at all times shall, perform such duties and only such duties as
are specifically set forth in the Indenture. The Trustee shall, during the existence of any Event of Default
under the Indenture (which has not been cured), exercise such of the rights and powers vested in it by the
Indenture, and use the same degree of care and skill in their exercise, as prudent persons would exercise
or use under the circumstances in the conduct of their own affairs.

No provision of the Indenture shall be construed to relieve the Trustee or the Registrar from
liability for its own negligent action or its own negligent failure to act or its own willful misconduct,
except that:

. (a) - Prior to the occurrence of any Event of Default under the Indenture and after the curing
of all Events of Default which may have occurred, the duties and obligations of the Trustee and the
Registrar, as the case may be, shall at all times be determined solely by the express provisions of the
Indenture; the Trustee or the Registrar, as the case may be, shall not be liable except for the performance
of such duties and obligations as are specifically set forth in the Indenture; and no covenants or
obligations shall be implied into the Indenture which are adverse to the Trustee or the Registrar, as the
case may be; and

(b) At all times, regardless of whether or not any Event of Default shall exist,

@) the Trustee and the Registrar shall not be liable for any error of judgment made
in good faith by a Responsible Officer or Officers of the Trustee or the Registrar unless it shall be
proved that the Trustee or the Registrar, as the case may be, was negligent in ascertaining the
pertinent facts; and

(i1) neither the Trustee nor the Registrar shall be personally liable with respect to any
action taken, permitted or omitted by it in good faith in accordance with the direction of the
Holders of not less than a majority, or such other percentage as may be required under the
Indenture, in aggregate principal amount of the Bonds Outstanding relating to the time, method
and place of conducting any proceeding for any remedy available to the Trustee or the Registrar,
or exercising any trust or power conferred upon the Trustee or the Registrar under the Indenture;
and

(iii)  in the absence of bad faith on the part of the Trustee or the Registrar, as the case
may be, the Trustee and the Registrar may conclusively rely, as to the truth of the statements and
the correctness of the opinions expressed therein, upon any certificate or opinion furnished to the
Trustee or the Registrar, as the case may be, conforming to the requirements of the Indenture; but
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in the case of any such certificate or opinion which by any provision of the Indenture is
specifically required to be furnished to the Trustee or the Registrar, as the case may be, the
Trustee or the Registrar, as the case may be, shall be under a duty to examine the same to
determine whether or not it conforms to the requirements of the Indenture.

(c) The Trustee may execute any of the trusts or powers of the Indenture and perform the
duties required of it under the Indenture by or through attorneys, agents or receivers, and shall be entitled
to advice of counsel concerning all matters of trust and concerning its duties under the Indenture and the
Trustee shall not be responsible for any misconduct or negligence on the part of any attorney or agent
appointed with due care by it under the Indenture.

None of the provisions contained in the Indenture shall require the Trustee or the Registrar to
expend or risk its own funds or otherwise incur individual financial liability in the performance of any of
its duties or in the exercise of any of its rights or powers. The permissive right of the Trustee to perform
acts enumerated in the Indenture or the Agreement shall not be construed as a duty or obligation under the
Indenture.

Qualifications of Trustee and Registrar. There shall at all times be a trustee and a registrar
under the Indenture which shall be corporations or banking associations organized and doing business
under the laws of the United States or of a state thereof, authorized under such laws to exercise corporate
trust powers, having a combined capital and surplus of at least seventy-five million dollars ($75,000,000),
subject to supervision or examination by federal or state authority. If such corporations or banking
associations publish reports of condition at least annually, pursuant to law or to the requirements of any
supervising or examining authority above referred to, then for the purposes of this paragraph the
combined capital and surplus of such corporations or banking associations shall be deemed to be their
combined capital and surplus as set forth in their most recent reports of conditions so published. In case
at any time the Trustee or the Registrar shall cease to be eligible in accordance with the provisions of this
paragraph, the Trustee or the Registrar, as the case may be, shall resign immediately in the manner and
with the effect specified in the Indenture.

Resignation and Removal of Trustee or Registrar and Appointment of Successor Trustee or
Registrar. The Trustee or the Registrar may at any time resign by giving written notice to the
Infrastructure Bank, the Corporation, the Insurer and the Liquidity Provider, if any, and by giving to the
Bondholders notice either by publication of such resignation, which notice shall be published at least once
in a Qualified Newspaper, or by giving Notice by Mail to such Bondholders. The Trustee shall also mail
a copy of any such notice of resignation to the Rating Agencies. Upon receiving such notice of
resignation, the Infrastructure Bank, with the advice of the Corporation and the consent of the Insurer
(whose consent shall not be unreasonably withheld), shall promptly appoint a successor Trustee or
registrar, as the case may be, by an instrument in writing. If no successor Trustee or registrar, as the case
may be, shall have been so appointed and have accepted appointment within forty-five (45) days after the
giving of such notice of resignation by the Trustee or the Registrar, as the case may be, the resigning
Trustee or registrar, as the case may be, may petition any court of competent jurisdiction for the
appointment of a successor Trustee or registrar, as the case may be, or any Bondholder who has been a
bona fide Holder for at least six (6) months may, on behalf of himself and others similarly situated,
petition any such court for the appointment of a successor Trustee or registrar, as the case may be. Such
court may thereupon, after such notice, if any, as it may deem proper and may prescribe, appoint a
successor Trustee or registrar, as the case may be.

In case at any time either of the following shall occur:
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@) the Trustee or the Registrar shall cease to be eligible in accordance with the
provisions of the Indenture and shall fail to resign after written request therefor by the
Infrastructure Bank, the Insurer, or by any Bondholder who has been a bona Jide Holder for at
least six months, or

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

then; in any such case, (A) the Infrastructure Bank may remove the Trustee or the Registrar, as the case
may be, and, with the advice of the Corporation and the consent of the Insurer (whose consent shall not be
unreasonably withheld), appoint a successor Trustee or Registrar, as the case may be, by an instrument in
writing, or (B) if the Insurer so requests in writing to the Infrastructure Bank, the Infrastructure Bank shall
remove the Trustee or the Registrar, as the case may be, and, with the advice of the Corporation and the
consent of the Insurer (whose consent shall not be unreasonably withheld), appoint a successor Trustee or
Registrar, as the case may be, by an instrument in writing.

The Infrastructure Bank, in the absence of an Event of Default, or the Holders of a majority in
aggregate principal amount of the Bonds at the time Outstanding may, with the advice of the Corporation,
at any time, or, upon the written request of the Insurer, the Infrastructure Bank shall, remove the Trustee
or the Registrar, as the case may be, and, with the advice of the Corporation and the consent of the Insurer
(whose consent shall not be unreasonably withheld), appoint a successor Trustee or registrar, as the case
may be, by an instrument or concurrent instruments in writing signed by the Infrastructure Bank or such
Bondholders, as the case may be.

Any resignation or removal of the Trustee or the Registrar, as the case may be, and appointment
of a successor Trustee or registrar, as the case may be, pursuant to any of the provisions of this paragraph
shall become effective only upon acceptance of appointment by the successor Trustee or registrar, as the
case may be, as provided in the Indenture, and upon transfer of the Liquidity Facility, if any, then in effect
to the successor Trustee.

Notwithstanding the foregoing to the contrary, no successor Trustee shall be appointed under the
Indenture without the written consent of the Insurer (which consent shall not be unreasonably withheld).

Acceptance of Trust by Successor Trustee. Any successor Trustee appointed as provided in the
Indenture shall execute, acknowledge and deliver to the Infrastructure Bank, the Corporation, the
Liquidity Provider, if any, and to its predecessor Trustee an instrument accepting such appointment under
the Indenture, and thereupon the resignation or removal of the predecessor Trustee shall become effective
and such successor Trustee, without any further act, deed or conveyance, shall become vested with all the
rights, powers, trusts, duties and obligations of its predecessor in the trusts under the Indenture, with like
effect as if originally named as Trustee in the Indenture; but, nevertheless, on the Written Request of the
Infrastructure Bank or the request of the successor Trustee, the Trustee ceasing to act shall execute and
deliver an instrument transferring to such successor Trustee, upon the trusts expressed in the Indenture, all
the rights, powers and trusts of the Trustee so ceasing to act. Upon request of any such successor Trustee,
the Infrastructure Bank shall execute any and all instruments in writing necessary or desirable for more
fully and certain]y vesting in and confirming to such successor Trustee all such rights, powers and duties.
Any Trustee ceasing to act shall, nevertheless, retain a lien upon all property or funds held or collected by
such Trustee to secure the amounts due it as compensation, reimbursement, expenses and indemnity
afforded to it by the Indenture.

A-30



No successor Trustee shall accept an appointment as successor trustee unless at the time of such
acceptance such successor Trustee shall be eligible under the provisions of the Indenture.

Upon acceptance of appointment by a successor Trustee as provided in the foregoing, the
Infrastructure Bank or such successor Trustee shall give the Bondholders, the Insurer, the Liquidity
Provider, if any, and each Rating Agency notice of the succession of such Trustee to the trusts under the
Indenture in the manner prescribed in the Indenture for the giving of notice of resignation of the Trustee.

Registrar. The Infrastructure Bank, at the request of the Corporation, shall appoint a registrar for
the Bonds. The Registrar shall be a bank, trust company or national banking association which meets the
qualifications of the Indenture, willing and able to accept the office on reasonable and customary terms
and authorized by law to perform all the duties imposed upon it by the Indenture. The Registrar shall
signify its acceptance of the duties and obligations imposed upon it by the Indenture by executing and
delivering to the Infrastructure Bank and the Trustee a written acceptance thereof. The Registrar initially
appointed under the Indenture is the Trustee.

Appointment, Duties and Qualifications of Tender Agent. In order to carry out the duties and
obligations of the Tender Agent contained in the Indenture, the Infrastructure Bank, with the advice of the
Corporation, shall appoint a Tender Agent in order to carry out such duties and-obligations. The Tender
Agent shall signify in writing its acceptance of the duties and obligations imposed upon it under the
Indenture. The Tender Agent shall keep such books and records with respect to its activities as Tender
Agent as shall be consistent with prudent industry practice and to make such books and records available
for ingpection by each of the Infrastructure Bank, the Trustee and the Corporation at all reasonable times.
The Tender Agent initially appointed under the Indenture is the Trustee.

Each Tender Agent shall be a banking corporation or banking association organized and doing
business under the laws of the United States or of a state thereof, authorized under such laws to exercise
corporate trust powers, having a combined capital and surplus of at least fifty million dollars
($50,000,000), subject to supervision or examination by federal or state authority. If such banking
corporation or banking association publishes a report of condition at least annually, pursuant to law or to
the requirements of any supervising or examining authority above referred to, then the combined capital
and surplus of such banking corporation or banking association shall be deemed to be its combined capital
and surplus as set forth in its most recent report of condition so published.

The Tender Agent may resign by notifying the Infrastructure Bank, the Trustee, the Insurer, the
Liquidity Provider, if any, the Remarketing Agent and the Bondholders at least thirty (30) days before the
effective date of such resignation. The Infrastructure Bank, with the advice of the Corporation, may, or,
upon written request of the Insurer, the Infrastructure Bank shall, remove the Tender Agent and appoint a
successor by notifying the Tender Agent, the Remarketing Agent, the Liquidity Provider, if any, and the
Trustee. No resignation or removal shall be effective until the successor has delivered an acceptance of
its appointment to the Infrastructure Bank, the Trustee and the predecessor Tender Agent. In the event of
the resignation or removal of the Tender Agent, such Tender Agent shall pay over, assign and deliver any
moneys held by it as Tender Agent to its successor, or if there is no successor, to the Trustee. In the event
that for any reason there shall be a.vacancy in the office of Tender Agent, the Trustee shall act as such
Tender Agent to the extent it has operational capacity to perform such tasks. The Tender Agent shall be
entitled to the same protections, immunities and limitations from liability afforded the Trustee under the
Indenture.

Appointment, Duties and Qualifications of Remarketing Agent. In order to carry out the

duties and obligations contained in the Indenture, the Corporation, with the approval of the Liquidity
Provider, shall appoint the Remarketing Agent for each Series of Bonds subject to the conditions set forth
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below. A Remarketing Agent shall be a bank, trust company or member of the National Association of
Securities Dealers, Inc. organized and doing business under the laws of any state of the United States of
America or the District of Columbia and shall have together with its parent, if any, a capitalization of at
least fifty million dollars ($50,000,000) as shown in its or its parent’s most recently published annual
report. The Remarketing Agent initially appointed for the Series A Bonds is J.P. Morgan Securities, Inc.
The Remarketing Agent initially appointed for the Series B Bonds is Banc of America Securities LLC.

The Corporation shall enter into a Remarketing Agreement with each Remarketing Agent and
such other parties as shall be appropriate, pursuant to which such Remarketing Agent shall designate its
Principal Office and agree particularly (but without limitation): (i) to perform the duties and comply with
the requirements imposed upon it by the Remarketing Agreement, the Indenture and the Agreement; and
(i) to keep such books and records with respect to its activities as Remarketing Agent as shall be
consistent with prudent industry practice and to make such books and records available for inspection by
each of the Infrastructure Bank, the Trustee, the Insurer, the Liquidity Provider and the Corporation at all
reasonable times. The Remarketing Agent shall not be entitled to any compensation from the
Infrastructure Bank or the Trustee but rather shall only be entitled to compensation from the Corporation.

The Corporation shall furnish a copy of the Remarketing Agreement to the Infrastructure Bank,
the Trustee, the Insurer, the Liquidity Provider, if any, and the Tender Agent.

The Remarketing Agent may resign by notifying the Infrastructure Bank, the Trustee, the Insurer,
the Liquidity Provider, the Tender Agent and the Bondholders at least thirty (30) days before the effective
date of such resignation. The Corporation may remove the Remarketing Agent pursuant to the terms of
the Remarketing Agreement. Any appointment of a successor Remarketing Agent by the Corporation
shall be subject to the consent of the Insurer and the Liquidity Provider, if any.

Modification of Indenture, Documents

Modification without Consent of Bondholders. The Infrastructure Bank and the Trustee,
without the consent of or notice to any Bondholders from time to time and at any time, but subject to the
conditions and restrictions contained in the Indenture, may enter into an indenture or indentures
supplemental to the Indenture, which indenture or indentures thereafter shall form a part of the Indenture;
and the Trustee, without the consent of or notice to any Bondholders, from time to time and at any time
may consent to any Amendment to any Document; in each case for any one or more of the following
purposes:

(a) to add to the covenants and agreements of the Infrastructure Bank contained in
the Indenture, or of the Corporation or of any Liquidity Provider contained in any Document,
other covenants and agreements thereafter to be observed, or to assign or pledge additional
security for any of the Bonds, or to surrender any right or power reserved to or conferred upon the
Infrastructure Bank or the Corporation therein or in the Indenture; provided, that no such
covenant, agreement, assignment, pledge or surrender shall materially adversely affect the
interests of the Holders of the Bonds;

(b) to make such provisions for the purpose of curing any ambiguity, inconsistency
or omission, or of curing, correcting or supplementing any defective provision contained in the
Indenture or any Document, or in regard to matters or questions arising under the Indenture or
any Document, as the Infrastructure Bank may deem necessary or desirable and not inconsistent
with the Indenture and which shall not materially adversely affect the interests of the Holders of
the Bonds;
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(c) to modify, amend or supplement the Indenture or any indenture supplemental to

_ the Indenture in such manner as to permit the qualification of the Indenture or thereof under the

Trust Indenture Act of 1939 or any similar federal statute hereafter in effect, and, if they so

determine, to add to the Indenture or any indenture supplemental to the Indenture such other

terms, conditions and provisions as may be permitted by said Trust Indenture Act of 1939 or

similar federal statute, and which shall not adversely affect the interests of the Holders of the
Bonds; :

{d) to provide for any additional procedures, covenants or agreements necessary to
maintain the Tax-Exempt status of interest on the Bonds; provided that such amendment or
supplement shall not materially adversely affect the interests of the Holders of the Bonds;

(e) to modify or eliminate the book-entry registration system for any of the Bonds;

(f) to provide for the procedures required to permit any Bondholder to separate the
right to receive interest on the Bonds from the right to receive principal thereof and to sell or
dispose of such rights, as contemplated by Section 1286 of the Code;

(8) to provide for the appointment of a co-Trustee or the succession of a new
Trustee, Registrar or Paying Agent;

(h) to change the description of the Project contained in the Agreement in
accordance with the provisions thereof and of the Tax Certificate;

@) to provide for an extension of a Liquidity Facility or a substitute Liquidity
Facility;

G) to comply with requirements of any Rating Agency in order to obtain or maintain
a rating on any Bonds;

(k) in connection with any other change which will not adversely affect the security
for the Bonds or the Tax-Exempt status of interest thereon or otherwise materially adversely
affect the Holders of the Bonds, such determination to be based upon an Opinion of Bond
Counsel; or

)] to modify, alter, amend or supplement the Indenture or any Document in any
other respect, including amendments which would otherwise be described in the provisions of the
Indenture described below under “—Modification with Consent of Insurer or Bondholders,” if the
effective date of such Supplemental Indenture or Amendment is a date on which all Bonds
affected thereby are subject to mandatory tender for purchase pursuant to the Indenture or if
Notice by Mail of the proposed Supplemental Indenture or Amendment is given to Holders of the
affected Bonds at least thirty (30) days before the effective date thereof and, on or before such
effective date, such Bondholders have the right to demand purchase of their Bonds pursuant to the
Indenture.

Before the Infrastructure Bank or the Trustee enters into an Indenture supplemental to the
Indenture and before the Trustee consents to any Amendment pursuant to the provisions of the Indenture
described under this caption “—Modification without Consent of Bondholders,” the Infrastructure Bank,
or the Trustee, as the case may be, shall cause notice of the proposed execution of the Supplemental
Indenture or Amendment to be given by mail to the Insurer and each Rating Agency. A copy of the
proposed Supplemental Indenture or Amendment shall accompany such notice. Not less than one week
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after the date of the first mailing of such notice, the Infrastructure Bank and/or the Trustee may execute
and deliver such Supplemental Indenture or Amendment, but only after there shall have been delivered to
the Trustee an Opinion of Bond Counsel stating that such Supplemental Indenture or Amendment is: (1)
authorized or permitted by the Indenture, the Act and other applicable law; (2) complies with their
respective terms, in the case of a Supplemental Indenture, will upon the execution and delivery thereof;
(3) be valid and binding upon the Infrastructure Bank in accordance with its terms; and (4) will not
adversely affect the exclusion from gross income for federal income tax purposes of interest on the
Bonds.

Notwithstanding the foregoing provisions of the Indenture described under this caption “—
Modification without Consent of Bondholders,” the Trustee shall not be obligated to enter into any such
Supplemental Indenture which affects the Trustee’s own rights, duties or immunities under the Indenture
or otherwise, in which case the Trustee may in its discretion, but shall not be obligated to, enter into such
Supplemental Indenture, and the Trustee shall not enter into any Supplemental Indenture or consent to
any Amendment without first obtaining the written consent of the Corporation. The Trustee will give
notice of the provisions of any Supplemental Indenture authorized by the provisions of the Indenture
described under this caption “—Modification without Consent of Bondholders” to each Rating Agency.
Any Supplemental Indenture or Amendment permitted pursuant to the provisions of the Indenture
described under this caption “—Modification without Consent of Bondholders” may be approved by an
Authorized Infrastructure Bank Representative and need not be approved by resolution or other action of
the Board of Directors of the Infrastructure Bank.

Modification with Consent of Insurer or Bondholders. Subject to the provisions of the
Indenture described below under the captions “Bond Insurance Policy Provisions—Amendments
Affecting Insurer’s Rights” and “—Insurer Deemed Holder,” with the consent of the Holders of not less
than sixty-six and two-thirds percent (66 2/3%) in aggregate principal amount of the Bonds at the time
Outstanding, evidenced as provided in the Indenture, (i) the Infrastructure Bank and the Trustee may from
time to time and at any time enter into an indenture or indentures supplemental to the Indenture for the
purpose of adding any provisions to or changing in any manner or, eliminating any of the provisions of
the Indenture or of any Supplemental Indenture; (ii) the Infrastructure Bank and/or the Corporation, as
applicable, may enter into any Amendment; and (iii) the Trustee may consent to any Amendment to any
Document and any other matters for which its consent is required pursuant to the Indenture; provided,
however, that no such supplement or Amendment will have the effect of extending the time for payment
or reducing any amount due and payable by the Corporation pursuant to the Agreement without the
consent of the Liquidity Provider and all the Holders of the Bonds; and that no such Supplemental
Indenture shall (1) extend the fixed maturity of any Bond or reduce the rate of interest thereon or extend
the time of payment of interest, or reduce the amount of the principal thereof, or reduce any premium
payable on the redemption thereof, without the consent of the Holder of each Bond so affected, or (2)
reduce the aforesaid percentage of Holders whose consent is required for the execution of such
Supplemental Indentures, or permit the creation of any lien on the Revenues prior to or on a parity with
the lien of the Indenture, except as permitted in the Indenture, or permit the creation of any preference of
any Bondholder over any other Bondholder, except as permitted in the Indenture, or deprive the Holders
of the Bonds of the lien created by the Indenture upon the Revenues, without the consent of the Liquidity
Providers and the Holders of all the Bonds then Outstanding. Nothing in this paragraph shall be
construed as making necessary the approval of any Bondholder of any Supplemental Indenture or
Amendment permitted by the provisions of the Indenture described above under the caption “—
Modification without Consent of Bondholders.”

Upon receipt by the Trustee of: (1) a Certified Resolution authorizing the execution of any such

Supplemental Indenture or Amendment; (2) an Opinion of Bond Counsel stating that such Supplemental
Indenture or Amendment is: (i) authorized or permitted by the Indenture, the Act and other applicable
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law; (ii) complies with their respective terms; (iii) in the case of a Supplemental Indenture, will, upon the
execution and delivery thereof, be valid and binding upon the Infrastructure Bank in accordance with its
terms; and (iv) will not adversely affect the exclusion from gross income for federal income tax purposes
of interest on the Bonds; and (3) evidence of the consent of the Insurer and, if required, the Bondholders
and the Liquidity Providers, as aforesaid, the Trustee shall join with the Infrastructure Bank in the
execution of such Supplemental Indenture or shall consent to such Amendment; provided, however, that
(i) the Trustee shall not be obligated to enter into any such Supplemental Indenture which affects the
Trustee’s own rights, duties or immunities under the Indenture or otherwise, in which case the Trustee
may in its sole discretion, but shall not be obligated to, enter into such Supplemental Indenture; and
(ii) the Trustee shall not enter into such Supplemental Indenture or consent to any Amendment of any
Document without first obtaining the Corporation’s wriften consent thereto.

It shall not be necessary for the consent of the Insurer, the Liquidity Providers or the Bondholders
under the foregoing provisions relating to amendments with the consent of the Insurer or the Bondholders
to approve the particular form of any proposed Supplemental Indenture or Amendment, but it shall be
sufficient if such consent shall approve the substance thereof.

Promptly after the execution by the parties thereto of any Supplemental Indenture or Amendment
as provided in the Indenture, the Trustee shall mail a notice (prepared by the Corporation) setting forth in
general terms the substance of such Supplemental Indenture or such Amendment to the Insurer, the
Liquidity Providers to each Bondholder at the address contained in the bond register maintained by the
Registrar and to the applicable Rating Agencies. Any failure of the Trustee to give such notice, or any
defect therein, shall not, however, in any way impair or affect the validity of any such Supplemental
Indenture or such Amendment.

Effect of Supplemental Indenture or Amendment. Upon the execution of any Supplemental
Indenture or any Amendment to the Agreement pursuant to the provisions of the Indenture or the
Agreement, as the case may be, shall be and be deemed to be modified and amended in accordance
therewith, and the respective rights, duties and obligations under the Indenture and the Agreement of the
Infrastructure Bank, the Trustee, the Corporation and all Holders of Outstanding Bonds shall thereafter be
determined, exercised and enforced under the Indenture and under the Agreement subject in all respects to
such Supplemental Indentures and Amendments, and all the terms and conditions of any such
Supplemental Indenture or Amendment shall be part of the terms and conditions of the Indenture or the
Agreement, as the case may be, for any and all purposes.

Required and Permitted Opinions of Counsel. Subject to the provisions of the Indenture, the
Trustee is entitled to receive an Opinion of Bond Counsel and rely on such Opinion of Bond Counsel as
conclusive evidence that any Supplemental Indenture or Amendment executed pursuant to the provisions
of the Indenture complies with the requirements of the Indenture, that the appropriate consents have been
obtained and that such Supplemental Indenture or Amendment has been duly authorized by the
Infrastructure Bank.

Notation of Modification on Bonds; Preparation of New Bonds. Bonds authenticated and
delivered after the execution of any Supplemental Indenture pursuant to the provisions of the Indenture
may bear a notation, at the Written Request of the Infrastructure Bank, as to any matter provided for in
such Supplemental Indenture, and if such Supplemental Indenture shall so provide, new Bonds, so
modified as to conform, in the opinion of the Trustee and the Infrastructure Bank, to any modification of
the Indenture contained in any such Supplemental Indenture, may be prepared by the Infrastructure Bank,
authenticated by the Trustee and delivered without cost to the Holders of the Bonds then Outstanding,
upon surrender for cancellation of such Bonds in equal aggregate principal amounts.
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Notice to Rating Agency. The Trustee shall give to each Rating Agency notice of any
amendment made to the Indenture, the initial Liquidity Facility or the termination, expiration, extension
or substitution of the initial Liquidity Facility or other Liquidity Facility, notice of any amendment made
to the Agreement, notice of any extraordinary redemptions or any redemption, purchase or defeasance of
all of the Bonds, notice of any adjustment to a new Rate Period and notice of any successor Trustee or
Tender Agent under the Indenture or any successor Remarketing Agent. Notwithstanding the foregoing,
it is expressly understood and agreed that failure to provide any such notice to any Rating Agency or any
defect therein will not (i) constitute an Event of Default under the Indenture; and (ii) affect the validity of
any action with respect to which notice is to be given or the effectiveness of any such action.

Defeasance

Discharge of Indenture. If all Bonds shall be paid and discharged in any one or more of the
following ways:

(a) by the payment of the principal of, and premium, if any, and interest on all Bonds
as and when the same become due and payable; or

(b) by providing for the payment of the principal of, premium, if any, and interest on
all Bonds as provided in the provisions of the Indenture described below under “—Discharge of
Liability on Particular Bonds”; or

(c) by the delivery to the Registrar, for cancellation by it, of all Bonds;

and if all other sums payable under the Indenture by the Infrastructure Bank shall be paid and discharged,
then thereupon the Indenture shall cease, terminate and become null and void, and thereupon the Trustee
shall, upon Written Request of the Infrastructure Bank, and upon receipt by the Trustee of an Opinion of
Bond Counsel to the effect that all conditions precedent to the satisfaction and discharge of the Indenture
have been complied with, forthwith execute proper instruments acknowledging satisfaction of and
discharging the Indenture. The Trustee shall mail written notice of such payment and discharge to the
Infrastructure Bank, the Corporation, each Rating Agency, to the Insurer and to the Liquidity Providers.
The satisfaction and discharge of the Indenture shall be without prejudice to the rights of the Trustee to
charge and be reimbursed by the Corporation for any expenditures which it may thereafter incur in
connection with the Indenture.

The Infrastructure Bank, the Corporation and any Liquidity Provider may at any time surrender to
the Registrar for cancellation by it any Bonds previously authenticated and delivered which the
Infrastructure Bank or the Corporation or such Liquidity Provider lawfully may have acquired in any
manner whatsoever, and such Bonds, upon such surrender and cancellation, shall be deemed to be paid
and retired.

Discharge of Liability on Particular Bonds. Any Bond or a portion thereof shall be deemed to
be paid within the meaning of the Indenture when payment of the principal of and premium, if any, on
such Bond or a portion thereof plus interest thereon to the due date thereof (whether such due date is by
reason of maturity or upon redemption or by declaration as provided in the Indenture) shall have been
provided for by (i) irrevocably depositing with the Trustee in trust and irrevocably setting aside
exclusively for such payment moneys and/or nonprepayable, noncallable Government Obligations as
provided in the Indenture; (ii) if such Bond or portion thereof is to be redeemed prior to the maturity
thereof, notice of such redemption shall have been given as provided in the Indenture or provision
satisfactory to the Trustee shall have been made for giving such notice; (iii) arrangements satisfactory to
the Trustee shall have been made to assure that Bonds tendered for purchase in accordance with the
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optional and mandatory tender provisions of the Indenture can be paid and redeemed from such moneys
and/or Government Obligations; and (iv) the Trustee shall have received written confirmation from each
Rating Agency then rating the Bonds, if any, that such Rating Agency’s then current rating on the Bonds
will not be lowered or withdrawn as a result of such provision.

In the event of the provision of the payment of less than the full principal amount of a Bond in
accordance with the provisions described above under “—Discharge of Indenture,” the principal amount
of the Bond as to which such payment is not provided for shall be in an Authorized Denomination and,
unless that portion of the Bond as to which payment is provided for in accordance with the provisions
described above under “—Discharge of Indenture” is to be paid or redeemed within sixty days of the
deposit with the Trustee, such portion will also be in an Authorized Denomination.

Upon the deposit with the Trustee, in trust, at or before maturity or the redemption date, as
applicable, of money and/or nonprepayable, noncallable Government Obligations as provided in the
Indenture to pay or redeem a Bond or a portion thereof and the satisfaction of the other conditions
specified in the Indenture, such Bond, or the applicable portion thereof, shall be deemed to be paid under
the Indenture, shall no longer be secured by or entitled to the benefits of the Indenture, except for the
purposes of any such payment from such moneys and/or Government Obligations deposited with the
Trustee for such purpose, and all liability of the Infrastructure Bank and the Corporation in respect of
such Bond, or the applicable portion thereof, shall cease, terminate and be completely discharged, except
that the Infrastructure Bank and the Corporation shall remain liable for the payment of the principal of,
premium, if any, and interest on such Bond, or the applicable portion thereof, but only from, and the
Bondholders shall thereafter be entitled only to payment (without interest accrued thereon after such
redemption date or maturity date) out of, the money and/or Government Obligations deposited with the
Trustee as aforesaid for their payment, subject, however, to the provisions of the Indenture.

Deposit of Money or Securities with Trustee. Whenever in the Indenture it is provided or
permitted that there be deposited with or held in trust by the Trustee money or Government Obligations in
the necessary amount to pay or redeem any Bonds, the money or securities so to be deposited or held may
include money or nonprepayable, noncallable Government Obligations held by the Trustee in the funds
and accounts established pursuant to the Indenture and shall be:

(a) Available Amounts in an amount equal to the principal amount of such Bonds
and all unpaid interest thereon to maturity, except that, in the case of Bonds which are to be
redeemed prior to maturity and in respect of which notice of such redemption shall have been
given as provided in the Indenture 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 the principal amount or
redemption price of such Bonds and all unpaid interest thereon to the redemption date; or

(b) nonprepayable, noncallable Government Obligations purchased with Available
Amounts, the principal of and the interest on which when due will provide money at the times
and in the amounts sufficient, together with the other moneys held by the Trustee for such
purpose (as evidenced by an Accountant’s Report) to pay the principal or redemption price of and
all unpaid interest to maturity, or to the redemption date, as the case may be, on the Bonds to be
paid or redeemed, as such principal or redemption price and interest become due; provided that,
in the case of Bonds which are to be redeemed prior to the maturity thereof, notice of such
redemption shall have been given as provided in the Indenture or provision satisfactory to the
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 the
Indenture or by Written Request of the Infrastructure Bank) to apply such money and the payments on
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such Government Obligations to the payment of such principal or redemption price and interest with
respect to such Bonds. The Trustee shall not be responsible for verifying the sufficiency of money and
Government Obligations deposited with the Trustee to provide for the payment of the principal of,
premium, if any, and interest on Bonds pursuant to the provisions described under the caption “—
Defeasance” but may conclusively rely for all purposes of the Indenture on an Accountant’s Report as to
such sufficiency.

Outstanding Bonds. In the event that the principal or interest, or both, due on the Bonds shall be
paid by the Insurer pursuant to the Bond Insurance Policy, the Bonds shall remain Outstanding for all
purposes, not be defeased or otherwise satisfied and not be considered paid by the Infrastructure Bank,
and the assignment and pledge of the Revenues and all covenants, agreements and other obligations of the
Infrastructure Bank to the Holders under the Indenture shall continue to exist and shall run to the benefit
of the Insurer, and the Insurer shall be subrogated to the rights of such Holders.

Bond Insurance Policy Provisions

Amendments Affecting Insurer’s Rights. Any provision of the Indenture or the Agreement
expressly recognizing or granting rights in or to the Insurer may not be amended in any manner which
affects the rights of the Insurer without the prior written consent of the Insurer.

Insurer Deemed Holder. Subject to the Indenture, for the purposes of (1) the giving of consents
to amendments to the Indenture and the Agreement under of the applicable provisions thereof, and (2) the
giving of any other consent of the Holders under the Indenture or the Agreement, the Insurer shall be
deemed to be the sole Holder of the Bonds; provided, however, that, notwithstanding the foregoing, the
Insurer shall not be deemed to be the Holder of the Bonds for any consent to an amendment or
Supplemental Indenture to the Indenture that (1) extends the fixed maturity of any Bond or reduces the
rate of interest thereon or extends the time of payment of interest, or reduces the amount of the principal
thereof, or reduces any premium payable on the redemption thereof, or (2) reduces the aforesaid
percentage of Holders whose consent is required for the execution of such Supplemental Indentures, or
permits the creation of any lien on the Revenues prior to or on a parity with the lien of the Indenture,
except as permitted in the Indenture, or permits the creation of any preference of any Bondholder over
any other Bondholder, except as permitted in the Indenture, or deprives the Holders of the Bonds of the
lien created by the Indenture upon the Revenues.

Right To Control Remedies. Anything in the Indenture to the contrary notwithstanding, upon
the occurrence and continuance of an Event of Default under the Indenture, the Insurer shall be entitled to
control and direct the enforcement of all rights and remedies granted to the Holders or the Trustee for the
benefit of the Holders under the Indenture, including, without limitation: (a) the right to accelerate the
principal of the Bonds as described in the Indenture, and (b) the right to annul any declaration of
acceleration, and the Insurer shall also be entitled to approve all waivers of Events of Default under the
Indenture.

Miscellaneous

Governing Law; Venue. The Indenture shall be construed in accordance with and governed by
the Constitution and laws of the State applicable to contracts made and performed in the State. The
Indenture shall be enforceable in the State, and any action arising out of the Indenture shall be filed and
maintained in the Sacramento County Superior Court, Sacramento, California, unless the Infrastructure
Bank waives this requirement.
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Insurer. All provisions of the Indenture regarding consents, approvals, directions, appointments
or requests by the Insurer, including the rights of the Insurer under the Indenture, shall be deemed not to
require or permit such consents, approvals, directions, appointments or requests by the Insurer during any
time in which the Insurer has failed to honor a demand for payment presented to it in strict conformance
with the applicable provisions of the Bond Insurance Policy, or after the Bond Insurance Policy shall at
any time for any reason cease to be valid and binding on the Insurer, or while the Insurer is denying
further liability or obligation under the Bond Insurance Policy or after the Insurer has rescinded,
repudiated or terminated the Bond Insurance Policy; provided, however, that nothing contained in this
paragraph shall limit the rights of the Insurer as a Holder of Bonds.

Liquidity Provider. All provisions of the Indenture regarding consents, approvals, directions,
appointments or requests by a Liquidity Provider shall be deemed not to require or permit such consents,
approvals, directions, appointments or requests by such Liquidity Provider during any time in which no
Liquidity Facility issued by such Liquidity Provider is in effect, or such Liquidity Provider has failed to
honor a demand for payment presented to it in strict conformance with the applicable provisions of the
Liquidity Facility issued by such Liquidity Provider, or after the Liquidity Facility issued by such
Liquidity Provider shall at any time for any reason cease to be valid and binding on such Liquidity
Provider, or while such Liquidity Provider is denying further liability or obligation under the Liquidity
Facility issued by such Liquidity Provider (unless such Liquidity Facility has been fully drawn or to the
extent that the conditions to payment thereunder have not been fully satisfied) or after such Liquidity
Provider has rescinded, repudiated or terminated the Liquidity Facility issued by such Liquidity Provider;
provided, however, that nothing contained in this paragraph shall limit the rights of a Liquidity Provider
as a Holder of Liquidity Provider Bonds.

All provisions in the Indenture relating to a Liquidity Provider shall be of no force and effect with
respect to such Liquidity Provider if the applicable Liquidity Facility and Liquidity Agreement are not in
effect, there are no related Liquidity Provider Bonds and all amounts owing to such Liquidity Provider
under the applicable Liquidity Agreement have been paid.

Unclaimed Moneys. Notwithstanding any provisions of the Indenture to the contrary, and
subject to applicable laws of the State, any moneys deposited with the Trustee or any Paying Agent, in
trust for the payment of the principal of, or interest or premium on, any Bonds remaining unclaimed for
two years after the principal of any or all of the Outstanding Bonds has become due and payable (whether
at maturity or upon call for redemption or by declaration as provided in the Indenture), shall then be
repaid to the Corporation upon its written request, and the Holders of such Bonds shall thereafter be
entitled to look only to the Corporation for payment thereof, and all liability of the Infrastructure Bank,
the Trustee and each Paying Agent with respect to such moneys shall thereupon cease; provided,
however, that before the repayment of such moneys to the Corporation as aforesaid, the Trustee or Paying
Agent, as the case may be, shall (at the request and cost of the Corporation) first publish at least once in a
Qualified Newspaper a notice, in such form as may be deemed appropriate by the Corporation and the
Trustee, in respect of the Bonds so payable and not presented and in respect of the provisions relating to
the repayment to the Corporation of the moneys held for the payment thereof. In the event of the
repayment of any such moneys to the Corporation as aforesaid, the Holders of the Bonds in respect of
which such moneys were deposited shall thereafter be deemed to be unsecured creditors of the
Corporation for amounts equivalent to the respective amounts deposited for the payment of such Bonds
and so repaid to the Corporation (without interest thereon).
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LOAN AGREEMENT
Issuance of the Bonds; Application of Proceeds; Construction of Project Facilities

Agreement to Issue Bonds; Application of Bond Proceeds. To provide funds to finance a
portion of the Costs of the Project, the Infrastructure Bank agrees that it will issue the Bonds pursuant to
the Indenture and sell and deliver the Bonds (or cause the Bonds to be sold and delivered) to the
purchasers thereof pursuant to the Purchase Contracts. The Infrastructure Bank will thereupon apply the
proceeds received from the sale of the Bonds as provided in the Indenture.

Investment of Moneys In Funds. Subject to the provisions of the Agreement, any moneys in
any fund held by the Trustee shall, to the extent permitted under the Indenture, at the written request of an
Authorized Corporation Representative, be invested or reinvested by the Trustee as provided in the
Indenture. Such investments shall be deemed at all times a part of the fund from which such investments
were made, and the interest accruing thereon and any profit or loss realized therefrom shall, except as
otherwise provided in the Indenture, be credited or charged to such fund.

Agreement to Acquire Project. The Corporation agrees that it will Acquire the Project, and will
acquire, equip, construct, furnish and install all other facilities and real and personal property deemed
necessary for the operation of the Project, substantially in accordance with the description of the Project
contained in the Agreement, including any and all supplements, amendments and additions or deletions
thereto or therefrom, it being understood that the approval of the Infrastructure Bank shall not be required
for changes in such descriptions which do not substantially alter the purpose and description of the Project
referred to above. The Corporation further agrees to proceed with due diligence to complete the Project
within three years from the date of the Agreement and to ensure that the Project is consistent with any
existing local or regional comprehensive plans.

In the event that the Corporation desires to alter or change the description of the Project, and such
alteration or change either substantially alters the purpose and description of the Project from that
contained in the Agreement, the Infrastructure Bank will enter into, and will instruct the Trustee to
consent to, such amendment or supplement as shall be required to reflect such alteration or change to the
Project upon receipt of:

(i) a certificate of an Authorized Corporation Representative describing in detail the
proposed changes and stating that they will not have the effect of disqualifying the Project as
facilities that may be financed pursuant to the Act;

(i1) a copy of the proposed form of such amendment or supplement; and

(i) an Opinion of Bond Counsel that such proposed changes will not adversely affect
the Tax-Exempt status of interest on the Bonds.

Disbursements of Bond Proceeds. Subject to the provisions of the Agreement, the Corporation
will authorize and direct the Trustee, upon compliance with the Indenture, to disburse the moneys in the
Construction Fund to or on behalf of the Corporation only to pay the Costs of the Project (and not for
Costs of Issuance).

All moneys remaining in the Construction Fund after the Completion Date shall be used in
accordance with the Indenture.
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The Corporation will authorize and direct the Trustee, upon compliance with the Indenture, to
disburse the moneys in the Costs of Issuance Fund to or on behalf of the Corporation only for Costs of
Issuance of the Bonds.

Establishment of Completion Date; Obligation of Corporation to Complete. As soon as the
Acquisition of the Project is completed, the Authorized Corporation Representative, on behalf of the
Corporation, shall evidence the Completion Date by providing a certificate to that effect to the Trustee
stating the Costs of the Project. Notwithstanding the foregoing, such certificate may state that it is given
without prejudice to any rights of the Corporation against third parties for any claims or for the payment
of any amount not then due and payable which exists at the date of such certificate or which may
subsequently exist.

At the time such certificate is delivered to the Trustee, moneys remaining in the Construction
Fund, including any earnings resulting from the investment of such moneys, shall be used as provided in
the Indenture.

In the event the moneys in the Construction Fund available for payment of the Costs of the
Project should be insufficient to pay all costs of Acquiring the Project in full, the Corporation agrees to
pay directly, or to deposit in the Construction Fund moneys sufficient to pay, any costs of completing the
Acquisition of the Project in excess of the moneys available for such purpose in the Construction Fund.
The Infrastructure Bank makes no express or implied warranty that the moneys deposited in the
Construction Fund, and available for payment of the Costs of the Project under the provisions of the
Agreement, will be sufficient to pay all the amounts which may be incurred for all costs in connection
with the Acquisition of the Project. The Corporation agrees that if, after exhaustion of the moneys in the
Construction Fund, the Corporation should pay, or deposit moneys in the Construction Fund for the
payment of, any portion of the costs of the Acquisition of the Project pursuant to the provisions of the
Indenture, it shall not be entitled to any reimbuisement therefor from the Infrastructure Bank, from the
Trustee or from the Holders of any of the Bonds, nor shall it be entitled to any diminution of the amounts
payable under the Agreement.

Loan to Corporation; Repayment Provisions

Loan to Corporation. The Infrastructure Bank covenants and agrees, upon the terms and
conditions in the Agreement, to make a loan to the Corporation for the purpose of financing a portion of
the Costs of the Project. Pursuant to said covenant and agreement, the Infrastructure Bank will issue each
Series of the Bonds upon the terms and conditions contained in the Agreement and the Indenture. The
Infrastructure Bank and the Corporation agree that the application of the proceeds of sale of each Series
of the Bonds to finance a portion of the Costs of the Project will be deemed to be and treated for all
purposes as a oan to the Corporation of an amount equal to the aggregate principal amount of the Bonds.

Repayment and Payment of Other Amounts Payable. With respect to the Bonds, the
Corporation covenants and agrees to pay to the Trustee as a Repayment Installment, on or before each
date provided in or pursuant to the Indenture for the payment of principal of (whether at maturity or upon
redemption or acceleration), premium, if any, and/or interest on the Bonds, until the principal of,
premium, if any, and interest on the Bonds shall have been fully paid or provision for the payment thereof
shall have been made in accordance with the Indenture, in immediately available funds, for deposit in the
Bond Fund, a sum equal to the amount then payable as principal (whether at maturity or upon redemption
or acceleration), premium, if any, and interest upon the Bonds as provided in the Indenture.

Each payment made by the Corporation pursuant to the foregoing provisions shall at all times be
sufficient to pay the total amount of interest and principal (whether at maturity or upon redemption or
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acceleration) and premium, if any, then payable on the Bonds; provided that any amount held by the
Trustee in the Bond Fund on any due date for a Repayment Installment under the Agreement shall be
credited against the Repayment Installment due on such date, to the extent available for such purpose; and
provided further that, subject to the provisions of this paragraph, if at any time the available amounts held
by the Trustee in the Bond Fund and the Debt Service Reserve Fund are sufficient to pay all of the
principal of and interest and premium, if any, on the Outstanding Bonds as such payments become due,
the Corporation shall be relieved of any obligation to make any further payments with respect to the
Bonds under these provisions of the Indenture relating to the repayment and payment of other amounts
payable. Notwithstanding the foregoing, if on any date the amount held by the Trustee in the Bond Fund
is insufficient to make any required payments of principal of (whether at maturity or upon redemption or
acceleration) and interest and premium, if any, on the Bonds as such payments become due, the
Corporation shall forthwith pay such deficiency as a Repayment Installment under the Agreement.

Without limiting the generality of the obligations of the Corporation under the foregoing
provisions to ensure that the moneys available in the Bond Fund are sufficient to pay when due the
principal of, premium, if any, and interest on the Qutstanding Bonds, but without duplication, the
Corporation shall make the deposits with the Trustee of the amounts described in (1) and (ii) below.

(i) Interest Deposits. (A) The Corporation agrees that it will deposit with the
Trustee on the last Business Day of each calendar month an amount equal to the interest that
accrued on the Outstanding Bonds, but which was not paid, during such calendar month and
(B) if any Interest Payment Date is not on the first Business Day of a calendar month, the
Corporation agrees that it will deposit with the Trustee on the Business Day immediately
preceding such Interest Payment Date an amount equal to the amount of interest payable on the
Bonds on such Interest Payment Date less any amounts then on deposit in the Bond Fund with
respect to the interest payable on such Interest Payment Date.

(ii) Principal Deposits. The Corporation agrees that, on the first Business Day of
each calendar month, commencing 12 months before the initial Principal Installment Date, it will
deposit with the Trustee an amount equal to one-twelfth (1/12) of the Principal Installment due on
the next succeeding Principal Installment Date.

Subject to the right of the Corporation to deposit a Reserve Financial Guaranty in lieu of a cash
deposit as provided in the Indenture, within two Business Days after a withdrawal of moneys from the
Debt Service Reserve Fund in accordance with the provisions of the Indenture (except a withdrawal of
moneys therefrom pursuant to the provisions of the Indenture relating to the withdrawal of funds from the
Debt Service Reserve Fund as a result of excess amounts on deposit therein) and on each Debt Service
Reserve Valuation Date, the Corporation shall pay an amount such that, after the deposit of such amount
in the Debt Service Reserve Fund, the amount on deposit in such Debt Service Reserve Fund shall be at
least equal to the Debt Service Reserve Requirement, including amounts necessary to reinstate any
Reserve Financial Guaranties on deposit in the Debt Service Reserve Fund. If at any time the Trustee
shall draw upon any Reserve Financial Guaranty, then the Corporation shall promptly pay to the Reserve
Financial Guaranty Provider thereof the amount of such draw. If at any time obligations insured or issued
by a Reserve Financial Guaranty Provider shall no longer maintain the required ratings set forth in the
definition of “Reserve Financial Guaranty” in the Indenture, the Corporation shall provide or cause to be
provided cash or a substitute Reserve Financial Guaranty meeting such requirements to the extent
necessary to satisfy the Debt Service Reserve Requirement with either cash, qualified Reserve Financial
Guaranties or a combination thereof.

The Corporation agrees that, so long as any of the Bonds remain Outstanding, all of the Operating
Revenues shall be deposited as soon as practicable upon receipt in a fund designated as the “Operating
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Fund” which the Corporation shall establish and maintain, subject to the provisions of the Agreement, in
an account or accounts at such banking institution or institutions as the Corporation shall from time to
time designate in writing to the Trustee for such purpose (herein called the “Depository Bank(s)”).

In the event the Corporation should fail to make any of the payments required by the Agreement,
such payments shall continue as obligations of the Corporation until such amounts shall have been fully
paid. The Corporation agrees to pay such amounts, together with interest thereon until paid, to the extent
permitted by law, at 10% per annum.

Unconditional Obligation. The obligations of the Corporation to make the payments required
by the Agreement and to perform and observe the other agreements on its part contained in the
Agreement shall be absolute and unconditional, irrespective of any defense or any rights of setoff,
recoupment or counterclaim it might otherwise have against the Infrastructure Bank or any other Person,
and during the term of the Agreement, the Corporation shall pay absolutely the payments to be made on
account of the loan as prescribed in the Agreement and all other payments required under the Agreement,
free of any deductions and without abatement, diminution or setoff. Until such time as the principal of,
premium, if any, and interest on the Bonds shall have been fully paid, or provision for the payment
thereof shall have been made as required by the Indenture, the Corporation (i) will not suspend or
discontinue any payments provided for in the Agreement; (ii) will perform and observe all of its other
covenants contained in the Agreement; and (iii) except as provided in the Agreement, will not terminate
the Agreement for any cause, including, without limitation, the occurrence of any act or circumstances
that may constitute failure of consideration, destruction of or damage to, or taking or condemnation of,
all or any part of the Project, termination of any lease relating to the Project, commercial frustration of
purpose, any change in the tax or other laws of the United States of America or of the State or any
political subdivision of either of these, or any failure of the Infrastructure Bank or the Trustee to perform
and observe any covenant, whether express or implied, or any duty, liability or obligation arising out of or
connected with the Agreement or the Indenture.

Amounts Remaining In Funds. It is agreed by the parties to the Agreement that any amounts
remaining in any fund held by the Trustee under the Indenture after payment in full of (i) the Bonds, or
after provision for such payment shall have been made as provided in the Indenture, (ii) the fees, charges
and expenses of the Trustee, the Registrar, the Tender Agent, the Remarketing Agent, any Paying Agent,
any Auction Agent, any Market Agent, any Broker-Dealer and the Liquidity Providers, due and owing in
accordance with the Agreement and the Indenture and (iii} all other amounts required to be paid under the
Agreement and the Indenture, shall be applied as provided in the Indenture.

Liquidity Facility. The Corporation will deliver (or cause to be delivered) to the Trustee on or
prior to the Issue Date an executed counterpart of the Standby Bond Purchase Agreement as the initial
Liquidity Facility for the Bonds. The Corporation shall maintain one or more Liquidity Facilities, either
by maintaining the Standby Bond Purchase Agreement or providing one or more substitute Liquidity
Facilities as provided in this ““—Liquidity Facility,” to provide a source of payment of the Purchase Price
of all Variable Rate Bonds. If the short-term ratings assigned to the obligations of any Liquidity Provider
then providing a Liquidity Facility (which obligations are payable on a parity with -such Liquidity
Provider’s obligations under the Liquidity Facility) shall be reduced below “A-1” by S&P, “VMIG-1" by
Moody’s, or “F-1” by Fitch, then the Corporation shall use its best efforts to provide a substitute Liquidity
Facility in accordance with the Agreement, within 60 days of the reduction of such ratings.

With respect to the Bonds of each Series bearing interest at a Variable Rate, at least thirty-five
(35) days prior to the expiration or termination of any existing Liquidity Facility for such Series of Bonds,
including any renewals or extensions thereof (other than an expiration of such Liquidity Facility at the
final maturity of the Series of Bonds), the Corporation shall provide to the Trustee (with a copy to the
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applicable Remarketing Agent) (i) a renewal or extension of the term of the existing Liquidity Facility for
such Series of Bonds for a term of at least 364 days (or, if shorter, the period to maturity of such Series of
Bonds) or (ii) a substitute Liquidity Facility meeting the requirements set forth in the Agreement. The
Corporation shall not permit any Liquidity Facility in effect to terminate with respect to any Series of
Bonds during any Variable Rate Period unless such Series of Bonds are then are required to be tendered
for purchase pursuant to the mandatory tender provisions of the Indenture.

(c) Subject to the consent of the Insurer, the Corporation may at any time provide a substitute
Liquidity Facility with respect to a Series of Bonds during any Variable Rate Period in accordance with
the provisions of the Agreement and of the Indenture and upon delivery to the Trustee of the items
specified in the Agreement; provided, however, that the Corporation shall not substitute any Liquidity
Facility with respect to any Series of Bonds during a Variable Rate Period if such Series of Bonds are not
then required to be tendered for purchase pursuant to the Indenture. :

Any such substitute Liquidity Facility must meet the following conditions:

(1) the substitute Liquidity Facility must be a Liquidity Facility entered into by, or
issued by, a commercial bank or other financial institution;

(ii) the terms and provisions of the substitute Liquidity Facility with respect to the
purchase of Bonds thereunder must be in all material respects no less favorable to the Trustee
than the terms and provisions of the initial Liquidity Facility provided under the Agreement;

(iif)  the substitute Liquidity Facility must take effect on or before the date of
termination of the existing Liquidity Facility and the term of the substitute Liquidity Facility must
be at least 364 days (or, if shorter, the period to maturity of the applicable Series of Bonds);

_ @iv) the substitute Liquidity Facility must be in an amount sufficient to pay the
maximum purchase price of the Series of Bonds which will be applicable during the then current
Rate Period; and

W) on the effective date of the substitution, the short-term ratings assigned to the
obligations of each issuer or provider (which obligations are payable on a parity with the
obligations of such issuer or provider under the substitute Liquidity Facility) of the substitute
Liquidity Facility must be at least “A-1" by S&P, “VMIG-1” by Moody’s, or “F-1” by Fitch.

On or prior to the date of the delivery of a substitute Liquidity Facility to the Trustee pursuant to
the Agreement, the Corporation shall cause to be furnished to the Trustee (1) an Opinion of Bond Counsel
addressed to the Trustee to the effect that the delivery of such substitute Liquidity Facility to the Trustee
is authorized under the Indenture and the Agreement and complies with the terms thereof and will not
adversely affect the Tax-Exempt status of interest on any of the Bonds, and (ii) an opinion or opinions of
counsel to the Liquidity Provider addressed to the Trustee and the Infrastructure Bank, to the effect that
the Liquidity Facility has been duly authorized, executed and delivered by the Liquidity Provider and
constitutes the valid, legal and binding obligation of the Liquidity Provider enforceable against the
Liquidity Provider in accordance with its terms.

Special Covenants and Agreements
Right of Access to the Facilities. The Corporation agrees that during the term of the Agreement,

and, to the extent within its control, for so long as the Corporation owns or operates the Facilities, the
Infrastructure Bank, the Trustee, the Insurer, the Liquidity Provider and the duly authorized agents of any
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of them shall have the right (but not the duty) at all reasonable times during normal business hours to
enter upon the sites of the Facilities to examine and inspect the Facilities; provided, however, that this
right is subject to federal and State laws and regulations applicable to the sites of the Facilities; and
provided further that the Corporation reserves the right to restrict access to the Facilities in accordance
with reasonably adopted procedures relating to safety and security. The rights of access reserved to the
Infrastructure Bank, the Trustee, the Insurer, the Liquidity Provider and their respective authorized agents
may be exercised only after the party seeking such access shall have given reasonable advance notice and
executed release of liability (which release shall not limit any of the Corporation’s obligations under the
Agreement) agreements if requested by the Corporation in the form then currently used by the
Corporation. Nothing contained in this paragraph or in any other provision of the Agreement shall be
construed to entitle the Infrastructure Bank, the Trustee, the Insurer or the Liquidity Provider or any agent
of any of such parties to any information or inspection involving the confidential know-how of the
Corporation or any computer software.

Corporation’s Maintenance of Its Existence; Assignments. The Corporation agrees that
during the term of the Agreement and so long as any Bond is Outstanding, it will maintain its corporate
existence, will not dissolve or otherwise dispose of all or substantially all of its assets, and will not
consolidate with or merge into another corporation or permit one or more corporations to consolidate with
or merge into it; provided, that the Corporation may, without violating the agreements contained in the
Agreement, consolidate with or merge into another corporation or permit one or more other corporations
to consolidate with or merge into it, or sell or otherwise transfer to another corporation all or substantially
all of its assets as an entirety and thereafter dissolve; provided, that in the event the Corporation is not the
surviving, resulting or ftransferee corporation, as the case may be, that the surviving, resulting or
transferee corporation (i) is a corporation organized under the laws of the United States or any state,
district or territory thereof; (ii) is qualified to do business in the State; and (iii) assumes in writing all of
the obligations of the Corporation under the Agreement. Notwithstanding the foregoing, as a condition
precedent to any consolidation, merger, sale or other transfer, the Trustee and the Infrastructure Bank
shall receive an Opinion of Bond Counsel to the effect that such merger, consolidation, sale or other
transfer will not in and of itself affect the Tax-Exempt status of interest on the Bonds.

Notwithstanding any other provision of the Agreement described under “—Corporation’s
Maintenance of Its Existence; Assignments,” the Corporation need not comply with any of the provisions
of the preceding paragraph if, at the time of any transaction not satisfying the terms of the preceding
paragraph, provision for the payment of all Outstanding Bonds will be made as provided in the Indenture.

The rights and obligations of the Corporation under the Agreement may be assigned by the
Corporation, in whole or in part; provided, however, that any assignment other than pursuant to the first
paragraph above shall be subject to each of the following conditions:

(1) No such assignment shall relieve the Corporation from primary liability for any
of its obligations under the Agreement, and the Corporation shall continue to remain primarily
liable for the payments specified in the Agreement, and for performance and observance of the
other agreements on its part provided in the Agreement to be performed and observed by it.

(i1) Any such assignment from the Corporation shall retain for the Corporation such
rights and interests as will permit it to perform its obligations under the Agreement, and any
assignee from the Corporation shall assume the obligations of the Corporation under the
Agreement to the extent of the interest assigned.
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(i)  The Corporation shall, within thirty (30) days after delivery thereof, furnish or
cause to be furnished to the Infrastructure Bank and the Trustee a true and complete copy of
every such assignment together with an instrument of assumption.

(iv)  The Corporation shall cause to be delivered to the Infrastructure Bank and the
Trustee an Opinion of Bond Counsel to the effect that such assignment will not, in and of itself,
adversely affect the Tax-Exempt status of interest on the Bonds.

If a merger, consolidation, sale or other transfer is effected, as provided in the foregoing
provisions, the foregoing provisions shall continue in full force and effect and no further merger,
consolidation, sale or transfer shall be effected except in accordance with the foregoing provisions.

Maintenance And Repair; Taxes; Utility And Other Charges; Insurance. For so long as the
Facilities are in operation, the Corporation agrees to maintain, to the extent permitted by applicable law
and regulation, the Facilities, or cause the Facilities to be so maintained, during the term of the Agreement
(1) in as reasonably safe condition as its operations shall permit and (ii) in good repair and in good
operating condition, ordinary wear and tear excepted, making from time to time all necessary repairs
thereto and renewals and replacements thereof.

For so long as the Facilities are in operation, the Corporation agrees that between the
Infrastructure Bank and the Corporation, the Corporation will pay or cause to be paid during the term of
the Agreement all taxes, governmental charges of any kind lawfully assessed or levied upon the Facilities
or any part thereof, including any taxes levied against the Facilities, all utility and other charges incurred
in the operation, maintenance, use, occupancy and upkeep of the Facilities and all assessments and
charges lawfully made by any governmental body for public improvements that may be secured by a lien
on the Facilities, provided that with respect to special assessments or other governmental charges that
may lawfully be paid in installments over a period of years, the Corporation, to the extent described
above, shall be obligated to pay only such installments as are required to be paid during the term of the
Agreement. The Corporation may, at the Corporation’s expense and in the Corporation’s name, in good
faith, contest any such taxes, assessments and other charges and, in the event of any such contest, may
permit the taxes, assessments or other charges so contested to remain unpaid during that period of such
contest and any appeal therefrom unless by such nonpayment the Facilities or any part thereof will be
subject to loss or forfeiture.

Nothing contained in the foregoing shall constitute a limitation on any provision with respect to
the maintenance of the Facilities or the payment of taxes and governmental and other charges in
connection with the Facilities.

Qualification In California. The Corporation agrees that throughout the term of the Agreement
it, or any successor or assignee as permitted by the Agreement will be qualified to do business in the
State.

Tax-Exempt Status of Interest On Bonds.

(a) It is the intention of the parties to the Agreement that interest on the Bonds shall be and
remain Tax-Exempt, and to that end the covenants and agreements of the Infrastructure Bank and the
Corporation in the following provisions and the Tax Certificate are for the benefit of the Trustee and each

and every person who at any time will be a Holder of the Bonds.

(b) Each of the Corporation and the Infrastructure Bank covenants and agrees that it will not
directly or indirectly use or permit the use of any proceeds of the Bonds or other funds, or take or omit to
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take any action that will cause any Bond to be an “arbitrage bond” within the meaning of Section 148 of
the Code. Each of the Corporation and the Infrastructure Bank further covenants and agrees that it will
not direct the Trustee to invest any funds held by it under the Indenture or the Agreement, in such manner
as would, or enter into or allow any related person to enter into any arrangement (formal or informal) that
would, cause any Bond to be an “arbitrage bond” within the meaning of Section 148(a) of the Code. To
such ends with respect to the Bonds, the Infrastructure Bank and the Corporation will comply with all
requirements of Section 148 of the Code to the extent applicable to the Bonds. In the event that at any
time the Infrastructure Bank or the Corporation is of the opinion that it is necessary to restrict or limit the
yield on the investment of any moneys held by the Trustee under the Agreement or the Indenture, the
Infrastructure Bank or the Corporation shall so instruct the Trustee in writing and the Trustee shall
comply with such written instructions.

Without limiting the generality of the foregoing, the Corporation and the Infrastructure Bank
agree that there shall be paid from time to time all amounts required to be rebated to the United States
pursuant to Section 148(f) of the Code and any applicable Treasury Regulations. This covenant shall
survive payment in full of the Bonds or provision for the payment of the Bonds in accordance with the
Indenture. The Corporation specifically covenants to calculate or cause to be calculated and to pay or
cause to be paid for and on behalf of the Infrastructure Bank to the United States at the times and in the
amounts determined under the Indenture the Rebate Requirement as described in the Tax Certificate, and
under no circumstance shall payment of the Rebate Requirement be the obligation of the Infrastructure
Bank.

(c) The Infrastructure Bank certifies, represents and agrees that it has not taken, and will not
take, any action which will cause interest paid on the Bonds to become includable in gross income of the
Holders of the Bonds for federal income tax purposes pursuant to Sections 103 and 141 through 150 of
the Code; and the Corporation certifies and represents that it has not taken or, to the extent within its
control, permitted to be taken, and the Corporation covenants and agrees that it will not take or, to the
extent within its control, permit to be taken any action which will cause the interest on the Bonds to
become includable in gross income of the Holders of the Bonds for federal income tax purposes pursuant
to the provisions of Article XIII of the Tax Reform Act of 1986; provided that neither the Corporation nor
the Infrastructure Bank shall have violated these covenants if the interest on any of the Bonds becomes
taxable to a Person solely because such person is a “substantial user” of the financed facilities or a
“related person” within the meaning of Section 103(b)(13) of the Code; and provided, further, that none
of the covenants and agreements contained in the Agreement shall require either the Corporation or the
Infrastructure Bank to enter an appearance or intervene in any administrative, legislative or judicial
proceeding in connection with any changes in applicable laws, rules or regulations or in connection with
any decisions of any court or administrative agency or other governmental body affecting the taxation of
interest on the Bonds. The Corporation agrees to perform all duties imposed on it by the tax provisions of
the Indenture, by provisions of the Agreement described under this “—Tax-Exempt Status of Interest On
Bonds” and by the Tax Certificate. :

(d) Notwithstanding any of the foregoing provisions of the Agreement, the tax provisions of
the Indenture or any provision of the Tax Certificate, if the Corporation shall provide to the Infrastructure
Bank and the Trustee an Opinion of Bond Counsel that any specified action required under the foregoing
provisions of the Agreement, the tax provisions of the Indenture or any provision of the Tax Certificate is
no longer required or that some further or different action is required to maintain the Tax-Exempt status
of interest on the Bonds, the Corporation, the Trustee and the Infrastructure Bank may conclusively rely
on such opinion in complying with the requirements of the foregoing provisions of the Agreement, the tax
provisions of the Indenture or any provision of the Tax Certificate; and the covenants contained in the
foregoing provisions of the Agreement, the tax provisions of the Indenture or any provision of the Tax
Certificate shall be deemed to be modified to that extent,
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Notice of Rate Periods. The Corporation shall designate and give timely written notice to the
Trustee as required by the Indenture prior to any change in Rate Periods for the Bonds. In addition, if the
Corporation shall elect to change Rate Periods in accordance with the Indenture under circumstances
requiring the delivery of an Opinion of Bond Counsel, the Corporation shall deliver such opinion to the
Trustee concurrently with the giving of notice with respect thereto.

Remarketing of the Bonds. The Corporation agrees to perform all obligations and duties
required of it by the Indenture and the Remarketing Agreement with respect to any remarketing of the
Bonds. If requested in writing by the Insurer, the Corporation shall remove the Remarketing Agent
pursuant to the terms of the Remarketing Agreement.

Purchase of Bonds. The Corporation agrees that it shall not purchase, and it shall cause any
guarantor or affiliate of the Corporation not to purchase, Bonds from the Remarketing Agent or
otherwise.

Damage, Destruction and Condemnation; Continuation of Payment

Obligation to Continue Payments. So long as any Bonds are Outstanding, if (i) the Facilities or
any portion thereof is destroyed (in whole or in part) or is damaged by fire or other casualty, or (ii) the
temporary use of the Facilities or any portion thereof shall be taken under the exercise of the power of
eminent domain by any governmental body or by any person, firm or corporation acting under
governmental authority, the Corporation shall nevertheless be obligated to continue to pay the amounts
specified in the Agreement, to the extent not prepaid in accordance with the Agreement.

Damage to Or Condemnation of Facilities. As between the Infrastructure Bank and the
Corporation, the Corporation shall be entitled to the Net Proceeds of any insurance or condemnation
award or portion thereof made for damages to or takings of the Facilities.

Events of Default and Remedies

Events of Default. Any one of the following which occurs shall constitute an Event of Default
pursuant to the Agreement:

(a) failure by the Corporation to pay or cause to be paid any amounts required to be
paid under the Agreement when due or to make the deposits required to be made under the
Agreement when due; or

(b) - failure of the Corporation to observe and perform any covenant, condition or
agreement on its part required to be observed or performed under the Agreement, other than
making the payments referred to in (a) above, which continues for a period of thirty (30) days
after written notice from the Trustee or the Infrastructure Bank, which notice shall specify such
failure and request that it be remedied, unless the Infrastructure Bank and the Trustee shall agree
in writing to an extension of such time period; provided, however, that if the failure stated in the
notice cannot be corrected within such period, the Infrastructure Bank and the Trustee will not
unreasonably withhold their consent to an extension of such time period if corrective action is
instituted within such period and diligently pursued until the default is corrected;

(c) the Corporation’s application for or consent to the appointment of a receivor,
trustee, liquidator or custodian of the Corporation, or of all or a substantial part of its propetty, or
the commencement by the Corporation of a voluntary case or other proceeding seeking
liquidation, reorganization or other such relief under any bankruptcy, insolvency or other similar
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law, now or hereafter in effect, or the Corporation’s consent to any such relief or to the taking of
possession of its property by another party in any such involuntary case or other proceeding
commenced against it; or

(d) the occurrence of an Event of Default under the Indenture.

The provisions of subsection (b) of the preceding paragraph are subject to the limitation that the
Corporation shall not be deemed in default if and so long as the Corporation is unable to carry out its
agreements under the Agreement, other than its agreements to make payments, by reason of strikes,
lockouts or other industrial disturbances; acts of public enemies; orders of any kind of the government of
the United States or of the State or any of their departments, agencies, or officials, or any civil or military
authority; insurrections; riots; epidemics; landslides; lightning; earthquake; fire; hurricanes; storms;
floods; washouts; droughts; arrests; restraint of government and people; civil disturbances; explosions;
breakage or accident to machinery, transmission pipes or canals; partial or entire failure of utilities; or any
other cause or event not reasonably within the control of the Corporation; it being agreed that the
settlement of strikes, lockouts and other industrial disturbances shall be entirely within the discretion of
the Corporation, and the Corporation shall not be required to make settlement of strikes, lockouts and
other industrial disturbances by acceding to the demands of the opposing party or parties when such
course is, in the judgment of the Corporation, unfavorable to the Corporation. This limitation shall not
apply to any default under subsections (a), (c¢) or (d) of the provisions described under “—Events of
Default,” or any agreement to make payments.

Remedies On Default. Whenever any Event of Default shall have occurred and shall continue:

(a) The Trustee, by notice in writing delivered to the Corporation (with copies of
such notice being sent to the Infrastructure Bank and the Insurer) and with the prior consent of the
Insurer, may, and, upon the written request of the Insurer, shall, declare the unpaid balance of the
loan payable under the Agreement in an amount equal to the Outstanding principal amount of the
Bonds, together with the interest accrued thereon, to be immediately due and payable, but may do
so only if the Bonds have been accelerated as provided in the Indenture,

(b) The Trustee may have access to and may inspect, examine and make copies of
the books and records and any and all accounts, data and federal income tax and other tax returns
of the Corporation.

(c) The Infrastructure Bank or the Trustee may take whatever action or institute any
proceeding, at law or in equity, as may be necessary or desirable for the collection of the
payments and other amounts then due including enforcing the security interest in the Net
Operating Revenues granted by the Corporation pursuant to the Agreement and thereafter to
become due under the Agreement or the enforcement of the performance and observance of any
obligation, agreement or covenant of the Corporation under the Agreement, including but not
limited to instituting and prosecuting to judgment or final decree and enforcing any such
Jjudgment or decree against the Corporation and collect in the manner provided by law moneys
decreed to be payable.

(d) The provisions of subsection (a) above, however, are subject to the condition that
if, at any time after the loan shall have been so declared due and payable, and before any
judgment or decree for the payment of the moneys due shall have been obtained or entered as
provided in the Agreement, there shall have been deposited with the Trustee a sum sufficient to
pay all the principal of the Bonds matured prior to such declaration and all matured installments
of interest (if any) upon all such Bonds, with interest on such overdue instaliments of principal as
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provided in the Agreement, and the reasonable fees and expenses of the Trustee, and any and all
other defaults actually known to the Trustee (other than in the payment of principal of and interest
on such Bonds due and payable solely by reason of such declaration) shall have been made good
or cured to the satisfaction of the Trustee or provision deemed by the Trustee to be adequate shall
have been made therefor, then, and in every such case, the Holders of at least a majority in
aggregate principal amount of the Bonds then Outstanding, by written notice to the Infrastructure
Bank and to the Trustee accompanied by the written consent of the Insurer may, on behalf of the
Holders of all the Bonds, rescind and annul such declaration and its consequences and waive such
default; provided that no such rescission and annulment shall extend to or shall affect any
subsequent default, or shall impair or exhaust any right or power consequent thereon.

In case the Trustee or the Infrastructure Bank shall have proceeded to enforce its rights under the
Agreement and such proceedings shall have been discontinued or abandoned for any reason or shall have
been determined adversely to the Trustee or the Infrastructure Bank, then, and in every such case, the
Corporation, the Trustee and the Infrastructure Bank shall be restored respectively to their several
positions and rights under the Agreement, and all rights, remedies and powers of the Corporation, the
Trustee and the Infrastructure Bank shall continue as though no such action had been taken (provided,
however, that any settlement of such proceedings duly entered into by the Infrastructure Bank, the Trustee
or the Corporation shall not be disturbed by reason of this provision).

Notwithstanding the foregoing, upon the occurrence and continuance of an Event of Default
under the Agreement, the Insurer shall be entitled to control and direct the enforcement of all rights and
remedies granted to the Holders or the Trustee for the benefit of the Holders under the Agreement,
including, without limitation: (a) the right to declare the unpaid balance of the loan payable under the
Agreement, and (b) the right to annul any such declaration, and the Insurer shall also be entitled to
approve all waivers of Events of Default under the Agreement.

Agreement to Pay Attorneys’ Fees and Expenses. In the event the Corporation should default
under any of the provisions of the Agreement and the Infrastructure Bank or the Trustee should employ
attorneys or incur other expenses for the collection of the payments due under the Agreement or the
enforcement of performance or observance of any obligation or agreement on the part of the Corporation
contained in the Agreement, the Corporation agrees to pay to the Infrastructure Bank or the Trustee the
reasonable fees and expenses of such attorneys, such other reasonable expenses so incurred by the Trustee
and such other expenses so incurred by the Infrastructure Bank, including the cost of the Infrastructure
Bank and Attorney General employees.

No Remedy Exclusive. No remedy conferred upon or reserved to the Infrastructure Bank or the
Trustee in the Agreement is intended to be exclusive of any other available remedy or remedies, but each
and every such remedy shall be cumulative and shall be in addition to every other remedy given under the
Agreement or now or hereafter existing at law or in equity or by statute. No delay or omission to exercise
any right or power accruing upon any default shall impair any such right or power or shall be construed to
be a waiver thereof, but any such right and power may be exercised from time to time and as often as may
be deemed expedient. In order to entitle the Infrastructure Bank or the Trustee to exercise any remedy
reserved to it in the Indenture, it shall not be necessary to give any notice, other than such notice as may
be expressly required in the Agreement. Such rights and remedies as are given the Infrastructure Bank
under the Agreement shall also extend to the Trustee, and the Trustee and the Holders of the Bonds shall
be deemed third party beneficiaries of all covenants and agreements contained in the Agreement. To the
extent that any covenants and agreements in the Agreement expressly grant rights to the Insurer, it shall
be deemed a third party beneficiary of such covenants and agreements.
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No Additional Waiver Implied By One Waiver. In the event any agreement or covenant
contained in the Agreement should be breached by the Corporation and thereafter waived by the
Infrastructure Bank or the Trustee, such waiver shall be limited to the particular breach so waived and
shall not be deemed to waive any other breach under the Agreement.

Nonliability of Infrastructure Bank

Nonliability of Infrastructure Bank. The Infrastructure Bank shall not be obligated to pay the
principal of, premium, if any, or interest on the Bonds, except from Revenues. The Corporation
acknowledges that the Infrastructure Bank’s sole source of moneys to repay the Bonds will be provided
by the payments made by the Corporation pursuant to the Agreement, together with other Revenues with
respect to the Bonds, including investment income on certain funds and accounts held by the Trustee
under the Indenture, and agrees that if the payments to be made under the Agreement shall ever prove
insufficient to pay all principal of, and premium, if any, and interest on the Bonds as the same shall
become due (whether by maturity, redemption, acceleration or otherwise), then upon notice from the
Trustee, the Corporation shall pay such amounts as are required from time to time to prevent any
deficiency or default in the payment of such principal, premium or interest, including, but not limited to,
any deficiency caused by acts, omissions, nonfeasance or malfeasance on the part of the Trustee, the
Corporation, the Infrastructure Bank, the Insurer, any Liquidity Provider or any third party.

Miscellaneous

Amendments, Changes and Modifications. Except as otherwise provided in the Agreement or
the Indenture, the Agreement may not be effectively amended, changed, modified, altered or terminated
except in accordance with the Indenture.

Governing Law; Venue. The Agreement shall be construed in accordance with and governed by
the Constitution and laws of the State applicable to contracts made and performed in the State. The
Agreement shall be enforceable in the State, and any action arising out of the Agreement shall be filed
and maintained in a court in Sacramento County, California, unless the Infrastructure Bank waives this
requirement.

Insurer. All provisions of the Indenture regarding consents, approvals, directions, appointments
or requests by the Insurer shall be deemed not to require or permit such consents, approvals, directions,
appointments or requests by the Insurer during any time in which the Insurer has failed to honor a demand
for payment presented to it in strict conformance with the applicable provisions of the Bond Insurance
Policy, or after the Bond Insurance Policy shall at anytime for any reason cease to be valid and binding on
the Insurer, or while the Insurer is denying further liability or obligation under the Bond Insurance Policy
or after the Insurer has rescinded, repudiated or terminated the Bond Insurance Policy.

Liquidity Provider. All provisions of the Indenture regarding consents, approvals, directions,
appointments or requests by a Liquidity Provider shall be deemed not to require or permit such consents,
approvals, directions, appointments or requests by such Liquidity Provider during any time in which no
Liquidity Facility has been delivered, or such Liquidity Provider has failed to honor a demand for
payment presented to it in strict conformance with the provisions of the applicable Liquidity Facility, or
after the applicable Liquidity Facility shall at any time for any reason cease to be valid and binding on
such Liquidity Provider, or while such Liquidity Provider is denying further liability or obligation under
the applicable Liquidity Facility (unless such Liquidity Facility has been fully drawn or to the extent that
the conditions to making a demand for payment thereunder have not been strictly satisfied) or after such
Liquidity Provider has rescinded, repudiated or terminated the Liquidity Facility.
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All provisions in the Agreement relating to a Liquidity Provider shall be of no force and effect
with respect to such Liquidity Provider if the applicable Liquidity Facility is not in effect, there are no
related Liquidity Provider Bonds with respect to the applicable Liquidity Facility and all amounts owing
to such Liquidity Provider under the applicable Liquidity Facility have been paid.
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APPENDIX B
BOOK-ENTRY ONLY SYSTEM

The information in this Appendix concerning The Depository Trust Company (“DTC”), New
York, New York, and DTC's book-entry system has been obtained from DTC and the Corporation takes
no responsibility for the completeness or accuracy thereof. The Corporation cannot and does not give
any assurances that DTC, DTC Participants or Indirect Participants will distribute to the Beneficial
Owners (a) payments of interest, principal or premium, if any, with respect to the Bonds, (b) certificates
representing ownership interest in or other confirmation or ownership interest in the Bonds, or
(c) redemption or other notices sent to DTC or Cede & Co., its nominee, as the registered owner of the
Bonds, or that they will so do on a timely basis, or that DTC, DTC Participants or -DTC Indirect
Participants will act in the manner described in this Appendix. The current “Rules” applicable to DTC
are on file with the Securities and Exchange Commission and the current “Procedures” of DTC to be
Jollowed in dealing wirh DTC Participants are on file with DTC.

The DTC will act as securities depository for the Bonds. The Bonds will be issued as fully-
registered securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other
name as may be requested by an authorized representative of DTC. One fully-registered security
certificate will be issued for each maturity of each Series of the Bonds, each in the aggregate principal
amount of such maturity, and will be deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a
“banking organization” within the meaning of the New York Banking Law, a member of the Federal
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial
Code, and a ‘“‘clearing agency” registered pursuant to the provisions of Section {7A of the Securities
* Exchange Act of 1934. DTC holds and provides asset servicing for over 2 million issues of U.S. and non-
U.S. equity issues, corporate and municipal debt issues, and money market instruments from over 85
countries that DTC’s participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-
trade settlement among Direct Participants of sales and other securities transactions in deposited
securities, through electronic computerized book-entry transfers and pledges between Direct Participants’
accounts. This eliminates the need for physical movement of securities certificates. Direct Participants
include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing
corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The Depository
Trust & Clearing Corporation (“DTCC”). DTCC, in turn, is owned by a number of Direct Participants of
DTC and Members of the National Sccurities Clearing Corporation, Government Securities Clearing
Corporation, MBS Clearing Corporation, and Emerging Markets Clearing Corporation, (respectively,
“NSCC,” “GSCC,” “MBSCC,” and “EMCC,” also subsidiaries of DTCC), as well as by the New York
Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of Securities
Dealers, Inc. Access to the DTC system is also available to others such as both U.S. and non-U.S.
securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or
maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect
Participants”™). DTC has Standard & Poor’s highest rating: AAA. The DTC Rules applicable to its
Participants are on file with the Securities and Exchange Commission. More information about DTC can
be found at www.dtcc.com.

Purchases of the Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Bonds on DTC’s records. The ownership interest of each actual
purchaser of each Security (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their
purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of
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the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on
behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership
interests in the Bonds, except in the event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be
requested by an authorized representative of DTC. The deposit of the Bonds with DTC and their
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial
ownership. DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC’s records reflect
only the identity of the Direct Participants to whose accounts such Bonds are credited, which may or may
not be the Beneficial Owners. The Direct and Indirect Participants will remain responsible for keeping
account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of the Bonds may wish to take
certain steps to augment the transmission to them of notices of significant events with respect to the
Bonds, such as redemptions, tenders, defaults, and proposed amendments to the Security documents. For
example, Beneficial Owners of the Bonds may wish to ascertain that the nominee holding the Bonds for
their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial
Owners may wish to provide their names and addresses to the registrar and request that copies of notices
be provided directly to them.

Redemption notices shall be sent to DTC. The conveyance of notices and other communications
by DTC to DTC Participants, by DTC Participants to Indirect Participants and by DTC Participants and
Indirect Participants to Beneficial Owners will be governed by arrangements among them, subject to any
statutory or regulatory requirements as may be in effect from time to time. Any failure of DTC to advise
any DTC Participant, or of any DTC Participant or Indirect Participant to notify a Beneficial Owner, of
any such notice and its content or effect will not affect the validity of the redemption of the Bonds called
for redemption or of any other action premised on such notice. Redemption of portions of the Bonds will
reduce the outstanding principal amount of Bonds held by DTC. In such event, DTC will implement,
through its book-entry system, a redemption by lot of interests in the Bonds held for the account of DTC
Participants in accordance with its own rules or other agreements with DTC Participants and then DTC
Participants and Indirect Participants will implement a redemption of the Bonds for the Beneficial
Owners. Any such selection of Bonds to be redeemed will not be governed by the Indenture and will not
be conducted by the Corporation or the Paying Agent.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
the Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures. Under its
usual procedures, DTC mails an Omnibus Proxy to the issuer as soon as possible after the record date.
The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to
whose accounts the Bonds are credited on the record date (identified in a listing attached to the Omnibus
Proxy).

Payments of principal of, premium, if any, and interest evidenced by the Bonds will be made to
Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s
practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail
information from the Corporation or the Paying Agent, on payable date in accordance with their
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respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be
governed by standing instructions and customary practices, as is the case with securities held for the
accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such
Participant and not of DTC (nor its nominee), the Paying Agent, or the Corporation, subject to any
statutory or regulatory requirements as may be in effect from time to time. Payment of principal of,
premium, if any, and interest evidenced by the Bonds to Cede & Co. (or such other nominee as may be
requested by an authorized representative of DTC) is the responsibility of the Corporation or the Paying
Agent, disbursement of such payments to Direct Participants will be the responsibility of DTC, and
disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect
Participants.

Procedures in the Event of a Tender of a Bond. As more fully described in this Official
Statement, the Owner of a Bond may have the right to or be required to tender its Bond for purchase at a
purchase price equal to 100% of the principal amount thereof, plus accrued interest, if any, to the date of
purchase on the purchase dates, at the times and in the manner set forth herein. So long as Cede & Co. is
the registered owner of the Bonds, as nominee of DTC, the mechanics for exercising such tender for
purchase and the right of such Owner to receive payment of the purchase price of any Bond tendered for
purchase as described herein pertain only to the rights Cede & Co. and not the rights of any Beneficial
Owner. The ability of any Beneficial Owner to tender its interest in any Bond and receive payment
therefor is based solely upon and subject to the procedures and limitations of the book-entry only system,
including the contractual arrangement of such Beneficial Owner with one of the Direct or Indirect
Participants and the contractual arrangements of such Direct or Indirect Participants with DTC. Such
procedures and limitations may cause a delay in the ability of a Beneficial Owner to receive timely
payment of the purchase price thereof in the manner described in this Official Statement. As noted above,
neither the District nor the Trustee will have any responsibility to any Beneficial Owner with respect to
the timely remittance by DTC or any Direct or Indirect Participant of the purchase price of the Bonds.

NEITHER THE CORPORATION, THE INFRASTRUCTURE BANK NOR THE PAYING
AGENT WILL HAVE ANY RESPONSIBILITY OR OBLIGATION TO DTC PARTICIPANTS,
INDIRECT PARTICIPANTS OR BENEFICIAL OWNERS WITH RESPECT TO THE PAYMENTS
OR THE PROVIDING OF NOTICE TO DTC PARTICIPANTS, INDIRECT PARTICIPANTS OR
BENEFICIAL OWNERS OR THE SELECTION OF BONDS FOR PREPAYMENT.

Neither the Corporation, the Infrastructure Bank nor the Paying Agent can give any assurances
that DTC, DTC Participants, Indirect Participants or others will distribute payments of principal of,
premium, if any, and interest on the Bonds paid to DTC or its nominee, as the registered Owner, or any
redemption or other notice, to the Beneficial Owners or that they will do so on a timely basis or that DTC
will serve and act in a manner described in this Official Statement.

DTC may discontinue providing its services as depository with respect to the Bonds at any time
by giving reasonable notice to the Corporation or the Paying Agent. Under such circumstances, in the
event that a successor depository is not obtained, security certificates are required to be printed and
delivered.

The Infrastructure Bank may decide to discontinue use of the system of book-entry transfers
through DTC (or a successor securities depository). In that event, bond certificates will be printed and
delivered.

In the event that the book-entry system is discontinued as described above, the requirements of
the Indenture will apply. The foregoing information concerning DTC concerning and DTC’s book-entry
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system has been provided by DTC, and none of the Corporation, the Infrastructure Bark or the Paying
Agent take any responsibility for the accuracy thereof.

The Corporation, the Infrastructure Bank and the Underwriters do not give any assurances that
DTC, the Participants or others will distribute payments of principal, interest or premium, if any,
evidenced by the Bonds paid to DTC or its nominee as the registered owner, or will distribute any
redemption notices or other notices, to the Beneficial Owners, or that they will do so on a timely basis or
will serve and act in the manner described in this Official Statement. Neither the Corporation, the
. Infrastructure Bank nor the Underwriters is responsible or liable for the failure of DTC or any Participant
to make any payment or give any notice to a Beneficial Owner with respect to the Bonds or an error or
delay relating thereto.
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APPENDIX C

FORM OF OPINION OF BOND COUNSEL

Upon issuance of the Bonds, Orrick, Herrington & Sutcliffe LLP, Bond Counsel, proposes to
render its final opinion with respect to the Bonds in substantially the following form:

[Date of Issuance]

California Infrastructure and Economic Development Bank
1101 T Street
Sacramento, California

California Infrastructure and Economic Development Bank
Variable Rate Demand Revenue Bonds
(California Independent System Operator Corporation Project)
2004 Series A and 2004 Series B
(Final Opinion)

Ladies and Gentlemen:

We have acted as bond counsel in connection with issuance by the California Infrastructure and
Economic Development Bank (the “Infrastructure Bank”) of $124,100,000 aggregate principal amount of
California Infrastructure and Economic Development Bank Variable Rate Demand Revenue Bonds
(California Independent System Operator Corporation Project) 2004 Series A and 2004 Series B (the
“Bonds”), issued pursuant to the provisions of the Bergeson-Peace Infrastructure and Economic
Development Bank Act of the State of California (constituting Division 1 of Title 6.7 of the Government
Code of the State of California, commencing with Section 63000), and an Indenture of Trust, dated as of
December 1, 2004 (the “Indenture”), between the Infrastructure Bank and Deutsche Bank National Trust
Company, as trustee (the “Trustee™). The Indenture provides that the Bonds are issued for the purpose of
making a loan of the proceeds thereof to the California Independent System Operator Corporation, a
California nonprofit public benefit corporation (the “Corporation”), pursuant to a Loan Agreement, dated
as of December 1, 2004 (the “Agreement”), between the Infrastructure Bank and the Corporation.
Capitalized terms not otherwise defined herein shall have the meanings ascribed thereto in the Indenture.

In such connection, we have reviewed the Indenture, the Agreement, the Tax Certificate and
Agreement, dated the date hereof (the “Tax Agreement”), between the Infrastructure Bank and the
Corporation, opinions of counsel to the Infrastructure Bank, the Trustee and the Corporation, certificates
of the Infrastructure Bank, the Trustee, the Corporation and others, and such other documents, opinions
and matters to the extent we deemed necessary to render the opinions set forth herein,
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The opinions expressed herein assume that the Corporation is an organization described in
Section 501(c)(3) of the Internal Revenue Code of 1986 (the “Code™). We are issuing a separate opinion
to the Infrastructure Bank regarding the current qualification of the Corporation as an organization
described in Section 501(c)3) of the Code. We note that such opinion is subject to a number of
qualifications and limitations. We have also relied upon representations of the Corporation regarding the
use of the assets financed with the proceeds of the Bonds in activities that are not considered unrelated
trade or business activities of the Corporation within the meaning of Section 513 of the Code. We note
that our opinion regarding the qualification of the Corporation as an organization described in Section
501(c)(3) of the Code does not address Section 513 of the Code. Failure of the Corporation to be
organized and operated in accordance with the Internal Revenue Service’s requirements for the
maintenance of its status as an organization described in Section 501(c)(3) of the Code, or use of the
Bond-financed assets in activities that are considered unrelated trade or business activities of the
Corporation within the meaning of Section 513 of the Code, may result in interest on the Bonds being
included in gross income for federal income tax purposes, possibly from the date of issuance of the
Bonds.

Certain agreements, requirements and procedures contained or referred to in the Indenture, the
Agreement, the Tax Agreement and other relevant documents may be changed and certain actions
(including, without limitation, defeasance of Bonds) may be taken or omitted under the circumstances and
subject to the terms and conditions set forth in such documents. No opinion is expressed herein as to any
Bond or the interest thereon if any such change occurs or action is taken or omitted upon the advice or
approval of counsel other than ourselves.

The opinions expressed herein are based upon an analysis of existing laws, regulations, rulings
and court decisions and cover certain matters not directly addressed by such authorities. Such opinions
may be affected by actions taken or omitted or events occurring after the date hereof. We have not
undertaken to determine, or to inform any person, whether any such actions are taken or omitted or events
do occur or any other matters come to our attention after the date hereof. Our engagement with respect to
the Bonds has concluded with their issuance, and we disclaim any obligation to update this letter. We
have assumed the genuineness of all documents and signatures presented to us (whether as originals or as
copies) and the due and legal execution and delivery thereof by, and validity against, any parties other
than the Infrastructure Bank. We have assumed, without undertaking to verify, the accuracy of the factual
matters represented, warranted or certified in the documents, and of the legal conclusions contained in the
opinions, referred to in the second paragraph hereof. Furthermore, we have assumed compliance with all
covenants and agreements contained in the Indenture, the Agreement and the Tax Agreement, including
(without limitation) covenants and agreements compliance with which is necessary to assure that future
actions, omissions or events will not cause interest on the Bonds to be included in gross income for
federal income tax purposes. We call attention to the fact that the rights and obligations under the Bonds,
the Indenture, the Agreement and the Tax Agreement and their enforceability may be subject to
bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance, moratorium and other laws
relating to or affecting creditors” rights, to the application of equitable principles, to the exercise of
Judicial discretion in appropriate cases and to the limitations on legal remedies against instrumentalities
and agencies of the State of California. We express no opinion with respect to any indemnification,
contribution, penalty, choice of law, choice of forum or waiver provisions contained in the foregoing
documents nor do we express any opinion with respect to the state or quality of title to or interest in any
of the personal property described in or as subject to the lien of the Indenture or the Agreement or the
accuracy or sufficiency of the description contained therein of, or the remedies available to enforce liens
on, any such property. Finally, we undertake no responsibility for the accuracy, completeness or fairness
of the Official Statement or other offering material relating to the Bonds and express no opinion with
respect thereto.



Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of the
" following opinions:

1. The Bonds constitute the valid and binding limited obligations of the Infrastructure Bank.

2. The Indenture has been duly executed and delivered by, and constitutes the valid and
binding obligation of, the Infrastructure Bank. The Indenture creates a valid pledge, to secure the
payment of the principal of and interest on the Bonds, of the Revenues subject to the provisions of the
Indenture permitting the application thereof for the purposes and on the terms and conditions set forth in
the Indenture. The Indenture also creates a valid assignment to the Trustee, for the benefit of the holders
from time to time of the Bonds, of the right, title and interest of the Infrastructure Bank in the Agreement
(to the extent more particularly described in the Indenture).

3. The Agreement has been duly executed and delivered by, and constitutes a valid and
binding agreement of, the Infrastructure Bank.

4. The Bonds are not a lien or charge upon the funds or property of the Infrastructure Bank
except to the extent of the aforementioned pledge and assignment. Neither the faith and credit nor the
taxing power of the State of California or of any political subdivision thereof is pledged to the payment of
the principal of or interest on the Bonds. The Bonds are not a debt of the State of California, and said
State is not liable for the payment thereof.

S. Interest on the Bonds is excluded from gross income for federal income tax purposes
under Section 103 of the Code and is exempt from State of California personal income taxes. Interest on
the Bonds is not a specific preference item for purposes of the federal individual or corporate alternative
minimum taxes, although we observe that it is included in adjusted current earnings when calculating
corporate alternative minimum taxable income. We express no opinion regarding other tax consequences
related to the ownership or disposition of, or the accrual or receipt of interest on, the Bonds.
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APPENDIX D

SPECIMEN FINANCIAL GUARANTY INSURANCE POLICY
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Mbac Ambac Assurance Corporation

One State Sereet Plaza, 15th Floor
New York, New York 10004

Financial Guaranty Insurance Policy Telephone: (212) 668-0340
Obligor: Policy Number:
Obligations: Premium:

Ambac Assurance Corporation (Ambac), a Wisconsin stock insurance corporation, in consideration of the payment of the
premlum and subject to the terms of this Policy, hereby agrees to pay to The Bank of New York, as trustee, or its hg[essor (the
“Insurance Trustee”), for the benefit of the Holders, that portion of the principal of and interest on the above- dcscnb}d ”{xé‘anons
(the "Obligations”) which shall become Due for Payment bur shall be unpaid by reason of Nonpayment l;y t,lge Obli 1go N

Ambac will make such payments to che Insurance Trustee within one (1) business day followmg wriggen ﬁ'Qtlﬁ\ cagioh {o\{\‘mb ¢ of
Nonpayment. Upon a Holder's presentation and surrender to the Insurance Trustee of such unpax 'O gﬂthQS af rel&t.cgl ton PpoRs,
uncanceled and in bearer form and free of any adverse claim, the Insurance Trustee will disbligse to the Hold the arifoup, of
principal and interest which is chen Due for Payment bur is unpaxd Upon such disburse erkr//\mbac ;hqll b&% ¢ the owner of
the surrendered Obligations and/or coupons and shall be fully subrogarted to all of [h(: Ho %rs nb/;s o aymen \tﬁereon

presentation and surrender to the Insurance Trustee of the unpaid Obligation, unca and f\(e wof any adverde claim, together
with an instrument of assignment, in form sansfactory to Ambac and the-Jnsurance duly\exetut&] the Holder or such
Holder’s duly authorized representative, so as to permit ownership ofstfch OT)LJ rati )e\regxsterkgr 1p»fhe name of Ambac or its
nominee. The Insurance Trustee shall disburse interest to a Holder of a sg ered blxggxt ofly upon presentarion to the
Insurance Trustee of pronf thar the claimant is the person entitledyto'che paym(:n‘&of‘ Qt‘hr’ist 0 e Obligation and delivery to the

In cases where the Obligations are issued in registered form, the Insurance Trustee Qsh%'& isb se rrnupal uyvl;{ok\a/er only upon
e

Insurance Trustee of an instrument of assignment, in form_;,_msfu?ery ) An‘gb?ac and, the {nsurance Trustee, duly executed by the
Holder or such Holder's duly authorized representagy«ie J'msfexrmg to, Amb{n “ali rightt under such Obllgntlon to receive the
interest in respect of which the insurance disburs nr was“fnade. A }yu shall he subrogated to all of the Holders rights to
payment on registered Qbligations to the extent of?m insurance dlsbu mints $d"made.

In the event that a trustee or paying agentsfor the blxganons hqg notide that any payment of principal of or interest on an
Obligation which has become Due fo;"ngment and, xbhlch is mad¢ t¢ a Holder by or on behalf of the Obligor has been deemed a
preferential transfer and theretofo;e/el.(fvered from thq F{older Pufs Ant to the United Srates Bankruptcy Code in accordance with
a final, nonappealable order of a Court, of competem: jun§c~hctlon , suc¢h Holder will be entitled to payment from Ambac to the extent
of such recovery if sufficient. kands qre«por oth(wxse available””

e

As used herein, the ;m’m,« H'Gidet\ mb ns"zmy person’ ‘other chan (i) che Oblxgor or (ii) any person whose obligations constitute the
underlying securigy’ qrSource of ymen{ for rb@Oj;:Hganons who, at the time of Nonpayment, is the owner of an Obhgatlon or of
a coupon relating 'tp ¥ Obllganpf As uset! fein, “Due for Payment”, when referring to the principal of Obligations, is when
the scheduied.matu {r)% clat’e of mandwtor?w emption date for the appluatxon of a required sinking fund installment has been
reached’ and elqgé not refer, m any earlier date on which payment is due by reason of call for redemption (other than by application
of refqyited sinking fu m\srallmenrs) acceleration or other advancement of maturity; and, when referring to interest on the
Obhb tions,.Js* WT"émghe schéduled dare for payment of interest has been reached. As used herein, “Nonpayment” means the failure
of the, O‘l’Txgop ’”has\ve«promdéd sufficient funds to the trustee or paying agent for payment in full of all principal of and interest
on the Obligations whth are Due for Payment.

This P()lxcgl x&m)ncancelable The premium on this Policy is not refundable for any reason, including payment of the Obllgatmm
prior to matumy ”This Policy does not insure against loss of any prepayment or other acceleration payment which at any time
may become due in respect of any Obligation, other than at the sole option of Ambac, nor against any risk other than Nonpayment.

In witness whereof, Ambac has caused this Policy to be affixed with a facsimile of its corporate seal and to be signed by its duly
authorized officers in facsimile to become effective as its original seal and signatures and binding upon Ambac by virtue of the
countersignature of its duly authorized representative.
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Ambac Assurance Corporation
ac One State Street Plaza,

New York, New York 10004

Telephone: (212) 668-0340

Endorsement

Policy for: : Attached to and forming part of Policy No.:
Effective Date of Endorsement:

In the event that Ambac Assurance Corporation were come § nt,%rising

under the Policy would be excluded from coverage by\heCaljfor! swrane€ Guaranty

Association, established pursuant to the laws of the State

ZEAN\N
// /
Nothing hereir cug\aid@al be h W waive or extend any of the terms, conditions, provisions, agreements

f
or limitations of ¥ Q?ﬁ)}(’_’l ntioned Roljey other than as above stated.
d e

I Yé;ss Whereof)\ Ambac has caused this Endorsement to be affixed with a facsimile of its corporate seaf and to
bd sig ”QMWRH} atthogized officers in facsimile to become effective as its original seal and signatures and binding
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Mb Anibac Assurance Corporation
ac Ooe Stare Sereet Plaza, H5ch Floor
New York, New York 10004
Telephone: (212 0680340

Endorsement

Policy for Attdched o and forming part of Poticy Nou:

Efective Date of I-lmlnrwmg.\r?\\

to provide that the
of and interest on the

The Policy to which this endorsement is altached and of whicl
payment by Ambac (o the Insurance Trustee, for the be,

Obligations which shall become Due for Payment but w ) Nonpayment by the Obligor
shall include (1) interest at the Bank Rate (as dgfmed imihe by\Agkeement yeferred to below) that shall become

Due for Payment but which is unpaid by reg#
Standby Agreement), and (it) the pringipal fider Bond on euch mandatory redemption
date of the Liquidity Provider BopéS pgrsualt 1§ . e Standby Bond Purchase Agreement, dated as
dbyAgreemant’™), ame : California Independent System Opcrator Corporation,

a¥ not hgwéver, inclideay Deferred Interest (as defined in the Standby Agreement) to
the extent sucl;,iffcrs}f‘rh»\fo Id aus&iﬁgu' fiy\Provider Bonds to hear interest in excess of the Maximwm Interest
Rate (as definkd n{the Stindpy Aygre -ng' d (b) interest accrued on Deferred Interest.
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SOURCES AND USES OF FUNDS

Califiornia Independent System Operator Corp.
New Money - Insured VRDBs
Series 2007
Based on Market Conditions as of 2/4/2007

Sources:

Bond Proceeds:
Par Amount 60,000,000.00

60,000,000.00

Uses:

Project Fund Deposits:

Project Fund 52,096,679.58
Other Fund Deposits:
Debt Service Reserve Fund 6,000,000.00
Capitalized Interest Fund 570,000.00
6,570,000.00
Cost of Issuance:
Other Cost of Issuance 900,000.00
Other Delivery Date Expenses:
Bond Insurance Premium (60 bps) 433,320.42
60,000,000.00

Feb 6, 2007 10:50 am Prepared by Banc of America Securities LLC Page 1



BOND SUMMARY STATISTICS

Califiornia Independent System Operator Corp.
New Money - Insured VRDBs

Series 2007

Based on Market Conditions as of 2/4/2007

Dated Date
Delivery Date
Last Maturity

Arbitrage Yield

True Interest Cost (TIC)
Net Interest Cost (NIC)
All-In TIC

Average Coupon

Average Life (years)
Duration of Issue (years)

Par Amount

Bond Proceeds

Total Interest

Net Interest

Total Debt Service

Maximum Annual Debt Service
Average Annual Debt Service

Underwriter's Fees (per $1000)
Average Takedown
Other Fee

04/01/2007
04/01/2007
02/01/2013

3.867779%
3.926382%
3.454570%
4.368372%
3.454570%

3.792
3.477

60,000,000.00
60,000,000.00

7,859,664.74

7,859,664.74
67,859,664.74
22,702,354.97
11,633,085.38

Total Underwriter's Discount

Bid Price 100.000000
Par Average Average
Bond Component Value Price Coupon Life
VRDB Maturities 60,000,000.00 100.000 3.455% 3.792
60,000,000.00 3.792
All-In Arbitrage
TIC TIC Yield
Par Value 60,000,000.00 60,000,000.00 60,000,000.00
+ Accrued Interest
+ Premium (Discount)
- Underwriter's Discount
- Cost of Issuance Expense -500,000.00
- Other Amounts -433,320.42 -433,320.42 -433,320.42

Target Value 59,566,679.58

Target Date 04/01/2007
Yield 3.926382%

58,666,679.58

04/01/2007
4.368372%

59,566,679.58

04/01/2007
3.867779%
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BOND PRICING

Califiornia Independent System Operator Corp.

New Money - Insured VRDBs

Series 2007
Based on Market Conditions as of 2/4/2007
Maturity
Bond Component Date Amount Rate Yield Price
VRDB Maturities:
02/01/2008 1,565,000 3.450% 3.450% 100.000
02/01/2009 1,845,000 3.450% 3.450% 100.000
02/01/2010 20,750,000 3.450% 3.450% 100.000
02/01/2011 16,280,000 3.450% 3.450% 100.000
02/01/2012 12,470,000 3.450% 3.450% 100.000
02/01/2013 7,090,000 3.450% 3.450% 100.000
60,000,000

Dated Date 04/01/2007

Delivery Date 04/01/2007

First Coupon 05/01/2007

Par Amount 60,000,000.00

Original Issue Discount

Production 60,000,000.00  100.000000%

Underwriter's Discount

Purchase Price 60,000,000.00  100.000000%

Accrued Interest

Net Proceeds 60,000,000.00
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PROJECT FUND

Califiornia Independent System Operator Corp.
New Money - Insured VRDBs
Series 2007
Based on Market Conditions as of 2/4/2007

Project Fund
Interest Scheduled
Date Deposit @ 3.8677787% Principal Draws Balance
04/01/2007 52,096,679.58 52,096,679.58 52,096,679.58
52,096,679.58 0 52,096,679.58 52,096,679.58
Arbitrage Yield: 3.8677787%
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BOND DEBT SERVICE

Califiornia Independent System Operator Corp.
New Money - Insured VRDBs

Series 2007
Based on Market Conditions as of 2/4/2007

Period Annual Bond Total
Ending Principal Coupon Interest Debt Service Debt Service Balance  Bond Value
08/01/2007 691,890.42 691,890.42 60,000,000 60,000,000
02/01/2008 1,565,000 3.450% 1,043,506.86 2,608,506.86 3,300,397.28 58,435,000 58,435,000
08/01/2008 1,002,495.53 1,002,495.53 58,435,000 58,435,000
02/01/2009 1,845,000 3.450% 1,013,511.96 2,858,511.96 3,861,007.49 56,590,000 56,590,000
08/01/2009 968,154.11 968,154.11 56,590,000 56,590,000
02/01/2010 20,750,000 3.450% 984,200.86  21,734,200.86  22,702,354.97 35,840,000 35,840,000
08/01/2010 613,158.57 613,158.57 35,840,000 35,840,000
02/01/2011 16,280,000 3.450% 623,321.42  16,903,321.42  17,516,479.99 19,560,000 19,560,000
08/01/2011 334,636.77 334,636.77 19,560,000 19,560,000
02/01/2012 12,470,000 3.450% 340,183.24  12,810,183.24  13,144,820.01 7,090,000 7,090,000
08/01/2012 121,634.18 121,634.18 7,090,000 7,090,000

02/01/2013 7,090,000 3.450% 122,970.82 7,212,970.82 7,334,605.00

60,000,000 7,859,664.74  67,859,664.74  67,859,664.74
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RESERVE FUND

Califiornia Independent System Operator Corp.
New Money - Insured VRDBs

Series 2007
Based on Market Conditions as of 2/4/2007

Debt Service Reserve Fund

Interest

Date Deposit @ 3.8677787% Principal Debt Service Balance
04/01/2007 6,000,000 6,000,000
08/01/2007 77,355.57 -77,355.57 6,000,000
02/01/2008 116,033.36 -116,033.36 6,000,000
08/01/2008 116,033.36 -116,033.36 6,000,000
02/01/2009 116,033.36 -116,033.36 6,000,000
08/01/2009 116,033.36 -116,033.36 6,000,000
02/01/2010 116,033.36 -116,033.36 6,000,000
08/01/2010 116,033.36 -116,033.36 6,000,000
02/01/2011 116,033.36 -116,033.36 6,000,000
08/01/2011 116,033.36 -116,033.36 6,000,000
02/01/2012 116,033.36 -116,033.36 6,000,000
08/01/2012 116,033.36 -116,033.36 6,000,000

02/01/2013 116,033.36 6,000,000 -6,116,033.36

6,000,000 1,353,722.53 6,000,000 -7,353,722.53

Yield To Receipt Date:
Arbitrage Yield:
Value of Negative Arbitrage:

3.8685645%
3.8677787%
-244.06
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RESERVE FUND

Califiornia Independent System Operator Corp.
New Money - Insured VRDBs

Series 2007

Based on Market Conditions as of 2/4/2007

Capitalized Interest Fund

Interest Scheduled
Date Deposit @ 3.8677787% Principal Draws Balance
04/01/2007 570,000 570,000.00
05/01/2007 1,822.56 168,314.43 170,136.99 401,685.57
06/01/2007 1,284.38 174,523.84 175,808.22 227,161.73
07/01/2007 726.35 169,410.64 170,136.99 57,751.09
08/01/2007 184.66 57,751.09 57,935.75
570,000 4,017.95 570,000.00 574,017.95
Yield To Receipt Date: 3.8677804%
Arbitrage Yield: 3.8677787%

Value of Negative Arbitrage:

-0.00
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BOND SOLUTION

Califiornia Independent System Operator Corp.

New Money - Insured VRDBs

Series 2007
Based on Market Conditions as of 2/4/2007

Period Proposed Proposed Debt Service Total Adj Revenue Unused Debt Serv

Ending Principal Debt Service Adjustments Debt Service Constraints Revenues Coverage
02/01/2008 1,565,000 3,300,397 110,859 3,411,256 5,451,950 2,040,694 159.82234%
02/01/2009 1,845,000 3,861,007 139,512 4,000,520 6,393,450 2,392,930 159.81548%
02/01/2010 20,750,000 22,702,355 134,738 22,837,093 36,489,950 13,652,857 159.78369%
02/0172011 16,280,000 17,516,480 85,333 17,601,813 28,127,450 10,525,637 159.79859%
02/01/2012 12,470,000 13,144,820 46,571 13,191,391 21,075,450 7,884,059 159.76669%
02/01/2013 7,090,000 7,334,605 16,927 7,351,532 11,742,160 4,390,628 159.72398%

60,000,000 67,859,665 533,942 68,393,607 109,280,410 40,886,804
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PROOF OF ARBITRAGE YIELD

Califiornia Independent System Operator Corp.
New Money - Insured VRDBs
Series 2007
Based on Market Conditions as of 2/4/2007

Present Value

to 04/01/2007

Date Debt Service Expenses Total @ 3.8677787%
05/01/2007 170,136.99 170,136.99 169,594.71
06/01/2007 175,808.22 175,808.22 174,689.30
07/01/2007 170,136.99 170,136.99 168,515.34
08/01/2007 175,808.22 27,311.97 203,120.19 200,542.93
09/01/2007 : 175,808.22 175,808.22 173,024.27
10/01/2007 170,136.99 170,136.99 166,909.15
11/01/2007 175,808.22 27,311.97 203,120.19 198,631.47
12/01/2007 170,136.99 170,136.99 165,846.87
01/01/2008 175,808.22 175,808.22 170,828.88
02/01/2008 1,740,808.22 27,311.97 1,768,120.19 1,712,566.55
03/01/2008 159,738.30 159,738.30 154,226.25
04/01/2008 170,754.73 170,754.73 164,337.07
05/01/2008 165,246.52 26,021.33 191,267.85 183,492.51
06/01/2008 170,754.73 170,754.73 163,291.16
07/01/2008 165,246.52 165,246.52 157,520.05
08/01/2008 170,754.73 26,599.59 197,354.32 187,526.96
09/01/2008 170,754.73 170,754.73 161,734.77
10/01/2008 165,246.52 165,246.52 156,018.66
11/01/2008 170,754.73 26,599.59 197,354.32 185,739.56
12/01/2008 165,246.52 165,246.52 155,025.69
01/01/2009 170,754.73 170,754.73 159,682.62
02/01/2009 2,015,754.73 26,599.59 2,042,354.32 1,903,836.17
03/01/2009 149,769.70 149,769.70 139,166.92
04/01/2009 165,816.45 165,816.45 153,586.57
05/01/2009 160,467.53 24,919.75 185,387.28 171,166.64
06/01/2009 165,816.45 165,816.45 152,609.08
07/01/2009 160,467.53 160,467.53 147,215.48
08/01/2009 165,816.45 25,759.74 191,576.19 175,194.88
09/01/2009 165,816.45 165,816.45 151,154.50
10/01/2009 160,467.53 160,467.53 145,812.31
11/01/2009 165,816.45 25,759.74 191,576.19 173,525.03
12/01/2009 160,467.53 160,467.53 144,884.30
01/01/2010 165,816.45 165,816.45 149,236.60
02/01/2010 20,915,816.45 25,759.74 20,941,576.19 18,787,572.09
03/01/2010 94,853.26 94,853.26 84,825.64
04/01/2010 105,016.11 105,016.11 93,614.77
05/01/2010 101,628.49 15,782.36 117,410.85 104,330.25
06/01/2010 105,016.11 105,016.11 93,018.96
07/01/2010 101,628.49 101,628.49 89,731.43
08/01/2010 105,016.11 16,314.35 121,330.46 106,785.56
09/01/2010 105,016.11 105,016.11 92,132.36
10/01/2010 101,628.49 101,628.49 88,876.16
11/01/2010 105,016.11 16,314.35 121,330.46 105,767.74
12/01/2010 101,628.49 101,628.49 88,310.52
01/0172011 105,016.11 105,016.11 90,963.35
02/01/2011 16,385,016.11 16,314.35 16,401,330.46 14,161,301.93
03/01/2011 51,767.01 51,767.01 44,554.42
04/01/2011 57,313.48 57,313.48 49,170.88
05/01/2011 55,464.66 8,613.37 64,078.03 54,799.17
06/01/2011 57,313.48 57,313.48 48,857.94
07/01/2011 55,464.66 55,464.66 47,131.18
08/01/2011 57,313.48 8,903.70 66,217.18 56,088.81
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PROOF OF ARBITRAGE YIELD

Califiornia Independent System Operator Corp.
New Money - Insured VRDBs

Series 2007

Based on Market Conditions as of 2/4/2007

Present Value
to 04/01/2007

Date Debt Service Expenses Total @ 3.8677787%
09/01/2011 57,313.48 57,313.48 48,392.25
10/01/2011 55,464.66 55,464.66 46,681.95
11/01/2011 57,313.48 8,903.70 66,217.18 55,554.20
12/01/2011 55,464.66 55,464.66 46,384.85
01/01/2012 57,313.48 57,313.48 47,778.24
02/01/2012 12,527,313.48 8,903.70 12,536,217.18 10,417,258.00
03/01/2012 19,381.27 19,381.27 16,053.98
04/01/2012 20,717.91 20,717.91 17,106.45
05/01/2012- 20,049.59 3,157.20 23,206.79 19,100.41
06/01/2012 20,717.91 20,717.91 16,997.58
07/01/2012 20,049.59 20,049.59 16,396.84
08/01/2012 20,717.91 3,227.36 23,945.27 19,520.37
09/01/2012 20,717.91 20,71791 16,835.57
10/01/2012 20,049.59 20,049.59 16,240.56
11/01/2012 20,717.91 3,227.36 23,945.27 19,334.31
12/01/2012 20,049.59 20,049.59 16,137.20
01/01/2013 20,717.91 20,717.91 16,621.95
02/01/2013 7,110,717.91 3,227.36 7,113,945.27 5,689,318.43

67,859,664.74 402,844.14 68,262,508.88 59,566,679.58

Delivery date
Par Value

Arbitrage expenses

Proceeds Summary

04/01/2007

60,000,000.00

-433,320.42

Target for yield calculation

59,566,679.58

Feb 6, 2007 10:50 am Prepared by Banc of America Securities LLC
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COST OF ISSUANCE

Califiornia Independent System Operator Corp.
New Money - Insured VRDBs
Series 2007
Based on Market Conditions as of 2/4/2007

Cost of Issuance $/1000 Amount
Other Cost of Issuance 15.00 900,000.00
15.00 900,000.00

Feb 6,2007 10:50 am Prepared by Banc of America Securities LLC Page 14



EXHIBIT H



FY2007 Budget California Independent System Operator

Results
The following pages contain additional detail on anticipated 2007 capital and project
expenditures:
1. Exhibit: Table: 2007 Capital Budget — Project Listing
2. Exhibit: Detail regarding Priority 1 Capital Projects to be considered for funding
fromthe 2007 Capital Budget

Exhibit: Table: 2007 Capital Budget — Indicative Project Listing
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184 . 383 gsg:c(!::nfzﬁj:ardware from True 64 to HP UX and EMS 1 High Ad
185 B 172 Mandated Market Changes |ncludmg SaMC(Vanous) o ‘ 1 o ; Medium A-e-7
186 354 Implement Single Outage Management Appllcahon 3 year Project 1 i Medium A-e-1
v 187 : 377 Tools to Support MRTU Systems and Processes 1 : Medium Ak & e-7
188 382 NERC Requu‘ed Change to Secure ICCP i 1 Medium A-e-7 & Ac
1‘8VQ 27'5 EMS Mapboard Upgrade - ' ‘ - 1 ‘ Low A-e-18&6
R Funded Level of Projecfe l’n 2007 Revenue Roqulrement o —‘ $ 7,500,000
Secondary Listing of Priority 1 Projects S
‘190 511 Folsom Control Room Remodel + Operatlons Tralnmg Slmulator 1 i High A-a
191 : 381 MV 90/MDAS, CAPP Automauon 1 High A-e-5
193 141 EMS System Enhancements - : 1 : Medium A-e-1
194 ' 248‘ Modmcatlon of Settlements in suppon of PaymenlAcceIerat:on . 1 ‘ : Medium A-e-2&5
«195 : é62 ) Secunty— Equxpment Upgrade Replacement and Enhancement” ‘ N M1M o Medium A-g
‘ 196 333 Informatlon Producls & Servxces Query & Dellvery System N ‘1 : Medium A-e-4
198 a 360 Rellablllty Capacity Services Tariff Version 2 1 ‘ Medium A-c
200 : »361 :Demand Response System Integratlon 1 Medium A-e-10
. 20 1 » 372 ’LSP?){EZ& rl;l:]t\_l:z:;l\(nggugl;eatlons Tool Set & State-of-Art Nettverk o 1 N ; Medium Ae-0
202 374 Ir\rj‘::::tf:r::: giﬁlr';'::::ork Model and add SCADA to : 1 ; Medium A-a
- 203 367 Development of Monitoring TOOISVWI‘hIn Actuale ' 1 . Low A-e-10
205 . 379 LMP Graphics ' I Low Al
Total, Secondary Priority 1 projects ‘ $ 6,115,500
‘ l Subtotal Priority 1 ! $ 13,615,500
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FY2007 Budget

N/A

N/A

N/A
N/A
N/A
NIA

N/A
N/A
NIA
N/A
R ‘N/A
N

N/A

NA

N/A
N/A

N/A

358

384

306

270 W
326 O¢

371

179

. 373
140
190

293
274
142

366

s 217

369

134

Enterpnse Local Area Network Infrastructure Upgrade :

Storage Vrrtualrzatlon

fImplement Corporate lerary
fom

Market Agent Modelmg

SS Modlfcatlons

O&M and Capltal Budget Tools Redesrgn
Renewable Day—Ahead Forecasting Tool

lnformatlon Securrty Compllance and Pollcy Management

_Ramp Forecasting Tool for Renewable

EMS Grid Operatlons Tralnrng Slmulator (GOTS)
Pl Process Template Upgrades
Client Relations: Automatlon of Stakeholder Meetmg Request

Control Room Alarm System Upgrade

‘EMS AGC Tuning Tool
Development of Monltonng Tool for Market Trend AnaIyS|s

EMS Date Englneerlng PDS System

Real-Tlme Dynamics Monltorrng System

Total Priority 2

2 High
2 High
2 Medium
2 | Medium B-C
2' Medium B-A
. 2 Medium
2 Medium B-A & B-D
2 » Medium
: 2 Medium B-A&B-D
2 Medium
2 Low
2 ’ Low .
2 Low
2 Low
‘2 l_ow V B-A & B
2 - L(.)vw .
'$ 5270000,

California Independent System Operator

240 Unrt Contlngent AIS and A/S Accountlng 3 Medium :
N/A 295 Cllent Relations: Stakeholders Electronic Votlng System 3 Low
N/A 368 Enhanced Internal and External Website Functionality 3 Low
Total Prtorlty 3 $ 550,000
Grand Total, Potential 2007 Projects $ 19,435,500

Detaily of Market besign Cnanges be preeen ds pa telyh' 0
CAISO Governing Board and Stakeholders, and funded from a 2007:
Bond Offering. Cost estimates are currently under development as of

the date of the development of this report.

LEGEND: Low= <$200L, Medium= $201-500K, High=>$500K
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ATTACHMENT A



NOTICE OF FILING SUITABLE FOR PUBLICATION
IN THE FEDERAL REGISTER

UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

California Independent System ) Docket Nos. ES07- -000
Operator Corporation )

Notice of Filing

[ ]

Take notice that on February 9, 2007, the California Independent System
Operator Corporation (ISO) filed an application, pursuant to Section 204 of the
Federal Power Act, for a Commission order authorizing the ISO to issue bonds in
an amount not to exceed $60 million (“Application”). The ISO requests that the
Commission issue an order granting the Application by no later than April 2,
2007.

The ISO states that the Application has been served upon the California
Public Utilities Commission, the California Energy Commission, and the
California Electricity Oversight Board. In addition, the ISO has posted the
Application on the ISO Home Page.

Any person desiring to intervene or to protest this filing must file in
accordance with Rules 211 and 214 of the Commission's Rules of Practice and
Procedure (18 CFR 385.211 and 385.214). Protests will be considered by the
Commission in determining the appropriate action to be taken, but will not serve
to make protestants parties to the proceeding. Any person wishing to become a
party must file a notice of intervention or motion to intervene, as appropriate.
Such notices, motions, or protests must be filed on or before the comment date.
On or before the comment date, it is not necessary to serve motions to intervene
or protests on persons other than the ISO. The Commission encourages
electronic submission of protests or interventions in lieu of paper using the
“eFiling” link at http://www.ferc.gov. Persons unable to file electronically should
submit an original and 14 copies of the protest or intervention to the Federal
Energy Regulatory Commission, 888 First Street, NE, Washington, DC 20426.

This filing is accessible on-line at http://www.ferc.gov, using the “eLibrary”
link and is available for review in the Commission’s Public Reference Room in
Washington, DC. There is an “eSubscription” link on the Web site that enables
subscribers to receive e-mail notification when a document is added to a



subscribed docket(s). For assistance with any FERC Online service, please e-

mail FERCOnlineSupport@ferc.gov, or call toll-free (866) 208-3676 (toll free).
For TTY, call (202) 502-8659.

Comment Date:




