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TRUST INDENTURE
THIS  TRUST INDENTURE is made as of the ___ day of ____, 2005, between the City of Portland, Oregon, a municipal corporation of the State of Oregon (the “City”), and U.S. Bank National Association, Portland, Oregon, a national banking association duly organized, existing and authorized to accept and execute trusts of the character herein set out, under and by virtue of the laws of the United States of America, having a principal place of business in the City of Portland, Oregon, as Trustee (the “Trustee”).

ARTICLE 1. RECITALS.

1.1
The City executes this Trust Indenture to provide for the issuance and administration of its Hydroelectric Power Revenue Refunding Bonds, Series 2005 (Federally Taxable) (the “Series 2005 Bonds”).  The proceeds of the Series 2005 Bonds will be used to defease and pay all the City’s outstanding Hydroelectric Power Revenue Bonds, Series A (the “1979 Bonds”) and Hydroelectric Power Revenue Refunding Bonds, Series 1993 (Taxable) (the “1993 Bonds”).

1.2
The City has previously entered into a Power Sales Agreement with Portland General Electric Company, an Oregon corporation (the “Purchaser”) pursuant to which the Purchaser has agreed to buy the power generated by the Project, herein defined, to provide service to the general populace within its service area, including Multnomah and Clackamas Counties, Oregon.  The 1979 Bonds and the 1993 Bonds are secured by the amounts that are payable under that Power Sales Agreement, and an amended version of that  Power Sales Agreement will secure the Series 2005 Bonds. 
1.3
The City and the Purchaser have entered into amendments to the Power Sales Agreement eliminating the geographic limitations on use of the project power,  specifying that the Purchaser will pay, in addition to other amounts, amounts sufficient to pay the debt service on the Series 2005 Bonds, and making certain other minor changes in the agreement to take into account changed circumstances.  Those amendments are contingent upon, and shall not take effect unless, the City sells, issues and delivers the Series 2005 Bonds and defeases all outstanding 1979 Bonds and 1993 Bonds.

1.4
The parties execute this Indenture to provide for the administration and payment of the Series 2005 Bonds. 
ARTICLE 2. DEFINITIONS

Capitalized terms used in this Indenture shall have the meanings defined for such terms in this Section.

“1979 Bonds” means the City's Hydroelectric Power Revenue Bonds that were  issued pursuant to the 1979 Indenture.  

“1979 Indenture” means the Trust Indenture between the City and the Trustee, dated as of June 1, 1979,  as supplemented and amended.

“1993 Bonds” means the City’s Hydroelectric Power Revenue Refunding Bonds, Series 1993 (Taxable) that were issued under the 1993 Indenture.

 “1993 Indenture” means the Subordinate Trust Indenture between the City and U.S. Bank National Association, as Successor Trustee, that is dated as of August 1, 1993 and provides for the issuance of the 1993 Bonds.

 “2005 Amendments to the Power Sales Agreement” means the document of that title which amends the Power Sales Agreement in connection with the issuance of the Series 2005 Bonds.

“Ambac Assurance” means Ambac Assurance Corporation, a Wisconsin‑domiciled stock insurance company, or any successor thereof.

“BEO” means “book-entry-only” and refers to a system for clearance and settlement of securities transactions through electronic book-entry changes, which eliminates the need for physical movement of securities.

“Bond Fund” means the fund described in Section 3.3.

“Bond Insurance Policy” means a municipal bond insurance policy issued at the request of the City that guarantees payment in full of principal of and interest on one or more Bonds, and that is issued by a Bond Insurer whose commitment under its policy is rated in the highest rating category by a Rating Agency.

“Bond Insurer” means the Ambac Assurance and any municipal bond insurer issuing a Bond Insurance Policy.

“Bond Year” means each twelve month period that begins on October 2nd and ends on the following October 1st. 
“Bonds” means the Series 2005 Bonds and any Parity Obligations.
“Business Day” means any day except a Saturday, a Sunday, or a holiday on which the offices of the Trustee are closed.
“City Offsets” means the amount by which the City is entitled to reduce its payments as a customer of the Purchaser as a result of a failure by the Purchaser to make any payment that the Purchaser is required to make to the Trustee under the Power Sales Agreement.  The right of the City to offset under the Original Power Sales Agreement is stated in Section 14(a) of the Original Power Sales Agreement.

“Closing” means the date on which a series of Bonds is delivered to its purchasers in exchange for payment.

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

“Debt Service Account” means the account in the Bond Fund that is described in Section 3.4. 

“Default” means any event that will be considered a Default under Section 7.1.

“Defeasance Obligations” means Permitted Investments described in Section A of Attachment B (the list of Permitted Investments) for the Series 2005 Bonds.  For any other series of Bonds, “Defeasance Obligations” means any obligations which are permitted by Oregon law to be used in City advance refunding escrows.
“DTC” means The Depository Trust Company.


“Gross Revenue Fund” means the fund described in Section 3.2. 

“Gross Revenues” means (a) all amounts due to the City under a Power Sales Agreement; (b) any City Offsets; and (c) if no Power Sales Agreement is in effect, any net revenues the City receives from the sale of power from the Project that are described in Section 6.1(C)(1).  
“Indenture” means this Trust Indenture authorizing the Bonds, as it may from time to time be supplemented or amended in accordance with its terms.

“Original Power Sales Agreement” means the Power Sales Agreement dated as of April 12, 1979 between the City and Portland General Electric Company, as it has been and may in the future be amended. 
“Outstanding” means, while all Bonds are in BEO form, all Bonds except Bonds which have been paid, or bonds which have been defeased as provided in Section 8.2.  If Bonds have been issued that are not in BEO form and require presentation by Owners to obtain payment, “Outstanding” does not include Bonds which have matured or been called for redemption but have not been presented for payment, if the Trustee holds amounts sufficient to pay those Bonds when they are presented for payment. 
“Owner” means a registered owner of a Bond, as shown on the Bond registration books maintained by the Trustee.

“Parity Obligations” means obligations issued on a parity with the Series 2005 Bonds pursuant to ARTICLE 5 of this Indenture.

“Permitted Investments” means the investments listed in Attachment B while the Series 2005 Bond Insurance Policy is in effect.  If the Series 2005 Bond Insurance Policy is not in effect, “Permitted Investments” means any investments which the City is authorized to make under Oregon law. 
“Power Sales Agreement” means the Original Power Sales Agreement and any replacement agreement that is executed pursuant to Section 6.1.

“Project” means the City’s existing hydroelectric power generating facilities on the Bull Run River in Multnomah and Clackamas Counties, including any future improvements to those facilities.

“Purchaser” means Portland General Electric Company, the purchaser under the Original Power Sales Agreement, and its successors and permitted assignees, and any purchaser of power under a replacement Power Sales Agreement that is executed pursuant to Section 6.1.

“Rating Agency” means Moody’s Investors Service, Standard & Poor’s, Fitch Investors Service, Inc., or a similar, nationally recognized rating agency.

“Record Date” means the fifteenth day of the month preceding a month in which Bond interest is scheduled to be paid.

“Renewal and Replacement Fund” means the fund described in Section 3.6.

“Security” means the Gross Revenues while they are in the Gross Revenue Fund and all amounts in the Debt Service Account.  The Security does not include any amounts in the Series 2005 Reserve Account, the Renewal and Replacement Fund or the Surplus Fund.

“Series 2005 Bond Insurance Policy” means the financial guaranty insurance policy issued by the Ambac Assurance insuring the payment when due of the principal of and interest on the Series 2005 Bonds as provided therein.

“Series 2005 Bonds” means the City’s Hydroelectric Power Revenue Refunding Bonds, Series 2005 (Federally Taxable) that are described in Section 4.1.
“Series 2005 Reserve Credit Facility” means a letter of credit, a surety bond, standby bond purchase agreement or other credit enhancement device, in which the provider of the Series 2005 Reserve Credit Facility unconditionally agrees to provide the City or the Trustee with funds to be used to pay debt service on Series 2005 Bonds, in lieu of making withdrawals from the Series 2005 Reserve Account.  The provider of a Series 2005 Reserve Credit Facility must be an entity whose long‑term debt obligations or claims‑paying ability (as appropriate) are rated one of the two highest rating categories by a Rating Agency which has rated Series 2005 Bonds 

“Series 2005 Reserve Requirement” means an amount equal to the maximum debt service due in any Bond Year on all Outstanding Series 2005 Bonds, calculated for Bond Years beginning on or after October 2, 2006.
“Series 2005 Reserve Account” means the account that is described in Section 3.5. 

“Series 2005 Valuation Date” means October 2nd of each year (or the first Business Day thereafter if October 2nd is not a Business Day).
“Surplus Fund” means the fund that is described in Section 3.8.

ARTICLE 3. PLEDGE; DEBT SERVICE ACCOUNT; SECURITY FOR BONDS.

3.1 Pledge.
(A) Pledge for all Bonds.  The City hereby pledges and assigns the Security to the Trustee to provide for the payment of principal of, premium (if any)  and interest on Bonds as provided in this Indenture.  .    
(B) Special Pledge for Series 2005 Bonds.  The City hereby pledges and assigns amounts in the Series 2005 Bond Reserve Subaccount to the Trustee to provide for the payment of principal of, premium (if any)  and interest on Series 2005 Bonds as provided in this Indenture.  
(C) pursuant to ORS 288.594, the pledges made in this Section 3.1 shall be valid and binding from the time of the delivery of this Indenture.  the amounts so pledged and hereafter received by the City or the Trustee shall immediately be subject to the lien of such pledge without any physical delivery or further act, and the lien of the pledge shall be superior to all other claims and liens whatsoever.  
(D) The Trustee agrees to hold all portions of the Security the Trustee receives in trust for the equal and proportionate benefit of Owners as provided in this Indenture.  The Trustee also agrees to hold amounts in the Series 2005 Bond Reserve Subaccount in trust for the equal and proportionate benefit of Owners of Series 2005 Bonds as provided in this Indenture.  
3.2 Gross Revenue Fund.
(A) The Trustee shall establish, hold and maintain the Gross Revenue Fund so long as the Bonds are Outstanding.  
(B) While a Power Sales Agreement is in effect all Gross Revenues payable by a Purchaser shall be paid by the Purchaser directly to the Trustee.  In addition, the City shall pay the amount of any City Offsets to the Trustee to the extent required to provide the Trustee with amounts sufficient to make the transfers described in Section 3.2(C)(1) and Section 3.2(C)(2).  If no Power Sales Agreement is in effect the City shall transfer any net revenues from the operation of the Project to the Trustee.   The Trustee shall credit all amounts described in this Section 3.2(B) to the Gross Revenue Fund.  
(C) On the twentieth day of each calendar month (or on the first Business Day thereafter if the twentieth day is not a Business Day), the Trustee shall apply amounts in the Gross Revenue Fund for the following purposes in the following order of priority: 
(1) First, the Trustee shall make the transfers to the Debt Service Account of the Bond Fund that are required by Section 3.4(B); 
(2) Second, the Trustee shall make the transfers to the Series 2005 Reserve Account that are required by Section 3.5, and to any Reserve Accounts that are subsequently established for Parity Obligations pursuant to Section 3.6; 
(3) Third, the Trustee shall make the transfers to the Renewal and Replacement Fund that are required by Section 3.7; and,
(4) Fourth, the Trustee shall transfer any amounts remaining in the Gross Revenue Fund to the Surplus Fund. 
3.3 Bond Fund.

(A) The Trustee shall establish, hold and maintain the Bond Fund as an account that is separate from the Gross Revenue Fund so long as the Bonds are Outstanding.  The Bond Fund shall contain the Debt Service Account, the Series 2005 Reserve Account and any Reserve Accounts that may subsequently be established for Parity Obligations.

(B) Except as otherwise expressly provided in this Indenture, amounts in the Bond Fund shall be used only to pay Bond principal, interest and premium.
3.4 Debt Service Account.
(A) The Trustee shall establish, hold and maintain the Debt Service Account as an account in the Bond Fund so long as the Bonds are Outstanding.  As long as Bonds are Outstanding, amounts in the Debt Service Account shall be used only as provided in this section.  
(B) [insert short period language if needed] In accordance with Section 3.2(C)(1) and not later than the twentieth day of each calendar month (or on the first Business Day thereafter if the twentieth day is not a Business Day) beginning ____, 2005, the Trustee shall, on behalf of the City, transfer from the Gross Revenue Fund to the Debt Service Account an amount equal to one‑sixth of the Bond interest to become due on the next ensuing Bond interest payment date and one twelfth of the Bond principal to become due on the next ensuing Bond principal payment date.  However, no transfer shall be required under this Section 3.4(B) at any time during any Bond Year if amounts then in the Debt Service Account are sufficient and available to pay all Bond principal and interest that is due during that Bond Year.  
(C) if any Bonds are to be redeemed prior to their scheduled maturity date, the Purchaser or the City shall set aside with, and transfer to, the Trustee for deposit into the Debt Service Account an amount sufficient (after taking into account other amounts available in the Debt Service Account for such purpose) to pay all Bond principal, interest and premium, if any, which is due on the date of redemption.

(D) earnings on amounts in the Debt Service Account shall be credited to the Debt Service Account when they are received by or available to the Trustee. Any balance in the Debt Service Account on the first Business Day of each Bond Year (after payment of any Bond principal or interest that was due on the preceding October 1st) shall be held in the Debt Service Account and applied to reduce the last credit to the Debt Service Account that is required by Section 3.2(C)(1) for that Bond Year.
(E) Amounts in the Debt Service Account may be applied to defease or purchase Bonds if the balance remaining in the Debt Service Account is at least equal to the amount that would have been required to be credited to the Debt Service Account for the any Bonds that are not defeased or purchased. 
(F) If, on the Business Day prior to any Bond payment date, the amount in the Debt Service Account is not sufficient to pay the Series 2005 Bond principal, interest or premium that are due on that Bond payment date, the Trustee shall transfer from the Series 2005 Reserve Account to the Debt Service Account an amount equal to the deficiency (or the entire amount available in that Series 2005 Reserve Account, if less).  Amounts transferred from the Series 2005 Reserve Account to the Debt Service Account shall be used only to pay Series 2005 Bond principal, interest or premium, and shall not be used to pay any Parity Obligations. 

3.5 The Series 2005 Reserve Account and the Series 2005 Reserve Requirement. 

(A) The Trustee shall establish, hold and maintain the Series 2005 Reserve Account as an account in the Bond Fund so long as the Series 2005 Bonds are Outstanding. The Series 2005 Reserve Account shall secure only the Series 2005 Bonds.  Except as specifically provided in this Section 3.5, amounts in the Series 2005 Reserve Account shall be used only to pay principal, interest and premium, if any, on Series 2005 Bonds, and only if amounts in the Debt Service Account are not sufficient to make those payments. 
(B) At Closing of the Series 2005 Bonds the City shall provide for the deposit into the Series 2005 Reserve Account an amount equal to the Series 2005 Reserve Requirement.  The deposit may be made in the form of one or more Series 2005 Reserve Credit Facilities.

(C) The Trustee shall maintain a balance in the Series 2005 Reserve Account which is equal to the Series 2005 Reserve Requirement, but solely from transfers of Gross Revenues pursuant to Section 3.2(C)(2).  The balance in the Series 2005 Reserve Account shall be deemed to be equal to the sum of the following amounts, calculated as of the most recent Series 2005 Valuation Date: the cash in the Series 2005 Reserve Account; plus the value of Permitted Investments in the Series 2005 Reserve Account; plus the amount then available to be drawn under any Series 2005 Reserve Credit Facilities.

(D) If the balance in the Series 2005 Reserve Account on a Series 2005 Valuation Date is less than the Series 2005 Reserve Requirement, the Trustee shall begin making transfers of Gross Revenues to the Series 2005 Reserve Account in accordance with Section 3.2(C)(2). 

(1) Transfers to the Series 2005 Reserve Account shall be applied first, to reimburse the providers of any Series 2005 Reserve Credit Facilities pro rata for amounts advanced under those Series 2005 Reserve Credit Facilities; second, to replenish the balance in the Series 2005 Reserve Account with cash or Permitted Investments; and third to pay any other amounts owed under any Series 2005 Reserve Credit Facilities (including any interest, fees and penalties associated with any draw under any Series 2005 Reserve Credit Facilities).

(2) Transfers under Section 3.2(C)(2) shall commence immediately following each Series 2005 Valuation Date on which the balance in the Series 2005 Reserve Account is less than the Series 2005 Reserve Requirement, and shall continue until the balance in the Series 2005 Reserve Account is equal to the Series 2005 Reserve Requirement. 

(E) If the balance in the Series 2005 Reserve Account on a Series 2005 Valuation Date is greater than the Series 2005 Reserve Requirement the City may direct the Trustee to credit the excess to the Debt Service Account.
(F) Moneys in the Series 2005 Reserve Account may be invested only in Permitted Investments that mature no later than the final maturity date of the Series 2005 Bonds.  Earnings on the Series 2005 Reserve Account shall be credited to that account when they are received by or available to the Trustee.
(G) Permitted Investments in the Series 2005 Reserve Account shall be valued on each Series 2005 Valuation Date as provided in Section 6.12(D). 
(H) Withdrawals from the Series 2005 Reserve Account shall be made in the following order of priority:

(1) First, from any cash on deposit in the Series 2005 Reserve Account;

(2) Second, from the liquidation proceeds of any Permitted Investments on deposit in the Series 2005 Reserve Account; and

(3) Third, from moneys drawn or paid pro-rata under any Series 2005 Reserve Credit Facilities.

(I) All amounts on deposit in the Series 2005 Reserve Account may be applied to the final payment (whether at maturity or by prior redemption) of the last remaining Series 2005 Bonds. Amounts so applied shall be applied to reduce the transfers the Trustee is directed to make under Section 3.2(C)(1).

(J) Amounts in the Series 2005 Reserve Account may be transferred into escrow to defease Series 2005 Bonds, but only if the balance remaining in the Series 2005 Reserve Account after the transfer is at least equal to the Series 2005 Reserve Requirement for the Series 2005 Bonds that remain Outstanding after the defeasance.

3.6 Subsequent Reserve Accounts.

(A) The Trustee may, at the request of the City, establish, hold and maintain additional reserve accounts in the Bond Fund to secure Parity Obligations.
(B) If an additional reserve account is created in the Bond Fund, the City shall, before it issues the first series of Parity Obligations that are secured by that additional reserve account, establish the Reserve Requirement for that account and pledge amounts in that account to pay the Parity Obligations that are secured by that account.  
(C) If the balance in the Series 2005 Reserve Account and any subsequent reserve account falls below its Reserve Requirement, the balance shall be replenished from transfers described in Section 3.2(C)(2).  If amounts available in the Gross Revenue Fund to make transfers to each deficient reserve account is not sufficient to make all required transfers, the available amounts shall be transferred and credited pro rata among the deficient reserve accounts. 
(D) The City shall not create any reserve accounts under this Section 3.6 for any purpose except securing Parity Obligations in accordance with this Indenture. 

3.7 Renewal And Replacement Fund.
(A) The Trustee shall establish, hold and maintain the Renewal and Replacement Fund as an account that is separate from the Gross Revenue Fund.  The Renewal and Replacement Fund shall be initially funded with a deposit of $8,000,000 pursuant to Section 4.6(A).  Amounts in the Renewal and Replacement Fund are not pledged to pay the Bonds.  The Trustee shall transfer Gross Revenues available under Section 3.2(C)(3) to the Renewal and Replacement Fund to maintain the balance in that fund at the level provided in Section 2(a)(3) of the Original Power Sales Agreement, as amended by Section 8 of the 2005 Amendments to the Power Sales Agreement.    

(1) All net proceeds from the disposition of any part of the Project shall be paid to the Trustee and deposited in the Renewal and Replacement Fund.  

(2) Earnings on the Renewal and Replacement Fund shall be credited to the Renewal and Replacement Fund when they are received by or available to the Trustee.  
(3) The Trustee shall value amounts in the Renewal and Replacement Fund on the last Business Day of August in each year.  If the balance in the Renewal and Replacement Fund (excluding any amounts in the Insurance Subaccount) on the last Business Day of August exceeds the level provided in Section 2(a)(3) of the Original Power Sales Agreement, as amended by Section 8 of the 2005 Amendments to the Power Sales Agreement, the City shall instruct the Trustee to transfer any excess from the Renewal and Replacement Fund to the Debt Service Account.
(B) Except as provided in the next sentence, amounts in the Renewal and Replacement Fund shall be used only for any repairs, renewals or replacements of the Project or for replacement or purchase of equipment or property for use in its operations as designated in a written request by the City to the Trustee.  Amounts in the Insurance Subaccount may also be used to reimburse the City or the Purchaser for costs of repairs, renewals or replacements made as a result of direct physical loss, damage to, or destruction of, the Project.

(C) The Trustee shall create the Insurance Subaccount in the Renewal and Replacement Fund, and shall credit to the Renewal and Replacement Fund all insurance proceeds that the City transfers to the Trustee pursuant to Section 6.11.  Amounts in the Insurance Subaccount shall not be treated as being in the Renewal and Replacement Fund for purposes of calculating the payments that the Purchaser is required to make under the Power Sales Agreement to replenish the Renewal and Replacement Fund or the transfers that the Trustee is required to make under Section 3.2(C)(3). 

(1) Amounts in the Insurance Subaccount shall be used only:  
(a)  
to repair or reconstruct the damaged or destroyed portion of the Project (or to reimburse the City or the Purchaser for costs of repairing or reconstructing the Project); or,

(b)  
to call or defease Bonds or for deposit in the Debt Service Account to make regularly scheduled Bond payments.

(2) If insurance proceeds are not available for use as provided in Section 3.7(C)(1)(a), the Trustee shall apply all amounts in the Insurance Subaccount as described in Section 3.7(C)(1)(b). 
(D) When this Indenture is discharged, any amounts in the Renewal and Replacement Fund shall be distributed as provided in any Power Sales Agreement which is then in effect.  If no Power Sales Agreement is then in effect, all amounts in the Renewal and Replacement Fund shall be transferred to the City.
3.8 The Surplus Fund.

(A) The Trustee shall establish, hold and maintain the Surplus Fund as an account that is separate from the Gross Revenue Fund.  The Trustee shall credit to the Surplus Fund the amounts described in Section 3.2(C)(4).  Amounts in the Surplus Fund are not pledged to pay the Bonds.  
(B) Earnings on amounts in the Surplus Fund shall be credited to the Surplus Fund when they are received by or available to the Trustee.
(C) Amounts in the Surplus Fund shall be paid by the Trustee at the written direction of the City.

3.9 Security For Bonds and Other Obligations Under This Indenture.
The Bonds are special obligations of the City that are payable solely from the Security and amounts in the Reserve Account that are pledged to particular series of Bonds as provided in this Indenture.  the Bonds shall not be general obligations or liabilities of the City, and shall not be a charge on the taxing power or any assets of the City except the Security.    
ARTICLE 4. THE SERIES 2005 BONDS.
4.1 Basic Terms of Series 2005 Bonds.

The Series 2005 Bonds are issued pursuant to this Indenture in the aggregate principal amount of ______ dollars ($_____).  the Series 2005 Bonds shall be in denominations of $5,000 or integral multiples, shall be dated with their date of delivery, shall bear interest which is includable in gross income under the Code and is payable semiannually on ___ 1 and ____ 1 of each year, commencing _____, and shall mature on the following dates in the following amounts and bear interest at the following rates:

	Date
	Principal Amount
	Interest Rate

	[insert when available]
	
	


4.2 The BEO System.

The Series 2005 Bonds shall be initially issued in BEO form, substantially as shown in Attachment A, and shall be governed by this Section 4.2.  Parity Obligations shall be initially issued in BEO form and shall be subject to this Section 4.2 unless a Supplemental Indenture provides to the contrary.  While Bonds are in BEO form no physical Bonds shall be provided to Owners of Bonds.  The City has executed and delivered a blanket Letter of Representations to DTC.  While the Bonds are in BEO form, registration and transfer of beneficial interests in the Bonds shall be governed by that letter and the Operational Arrangements of DTC, as they may be amended from time to time, as provided in the City’s blanket letter of representations.  So long as Bonds are in BEO form:

(A) Except as specifically provided in Article [reference insurer’s article] DTC shall be treated as the Owner for all purposes, including payment and the giving of notices to Owners of Bonds.  Bond payments shall be made, and notices shall be given, to DTC in accordance with the Letter of Representations.  Any failure of DTC to advise any of its participants, or of any participant to notify the beneficial owner, of any such notice and its content or effect will not affect the validity of the redemption of Bonds called for redemption or of any other action premised on such notice.

(B) The City may direct the Trustee to discontinue maintaining the Bonds in the BEO form at any time.  The Trustee shall discontinue maintaining the Bonds in BEO form if DTC determines not to continue to act as securities depository for the Bonds, or fails to perform satisfactorily as depository, and a satisfactory substitute depository cannot reasonably be found.

(C) If the Trustee discontinues maintaining the Bonds in book-entry only form, the Trustee shall authenticate and deliver replacement Bonds in fully registered form in authorized denominations in the names of the beneficial owners or their nominees; thereafter the provisions set forth in Section 4.4 below, regarding registration, transfer and exchange of Bonds shall apply.

(D) While the Bonds are in BEO form, the Trustee shall have no responsibility or obligation to any participant or correspondent of DTC or to any beneficial owner on behalf of which such participants or correspondents act as agent for the beneficial owner with respect to:

(1) the accuracy of the records of DTC, the nominee or any participant or correspondent with respect to any beneficial owner's interest in the Bonds;

(2) the delivery to any participant or correspondent or any other person of any notice with respect to the Bonds, including any notice of redemption;

(3) the selection by DTC of the beneficial interest in Bonds to be redeemed prior to maturity; or

(4) the payment to any participant, correspondent, or any other person other than the registered owner of the Bonds as shown in the registration books maintained by the Trustee, of any amount with respect to principal, any premium or interest on the Bonds.

(E) The Trustee shall pay or cause to be paid all principal, premium and interest on the Bonds only to or upon the order of the owner, as shown in the registration books maintained by the Trustee, and all such payments shall be valid and effective to fully satisfy and discharge the Trustee's obligation with respect to payment thereof to the extent of the sum or sums so paid.

(F) The provisions of this Section 4.2 may be modified without the consent of the beneficial owners to conform this section to the standard practices of DTC or any successor depository for bonds issued in book-entry only form.

4.3 Authentication, Registration and Transfer.

(A) No Bond shall be entitled to any right or benefit under this Indenture unless an authorized officer of the Trustee shall have executed it.  The Trustee shall execute all Bonds to be delivered at Closing, and shall additionally execute all Bonds issued in exchange for Bonds properly surrendered for exchange or transfer pursuant to this Indenture.

(B) The ownership of all Bonds shall be entered in the Bond register maintained by the Trustee, and the Trustee may treat the person listed as owner in the Bond register as the owner of the Bond for all purposes, except as provided in Section 10.4 and ARTICLE 11.

(C) While the Bonds are in book-entry only form, the Trustee shall transfer Bond principal, interest and any premium payments in the manner required by DTC.

(D) If the Bonds cease to be in book-entry only form: 
(1) the Trustee shall mail by first class mail, postage prepaid, each interest payment on the interest payment date (or the next Business Day if the payment date is not a Business Day) to the name and address of the Owners as they appear on the Bond register as of the Record Date.  If payment is so mailed, neither the Trustee nor Ambac Assurance shall have any further liability to any party for such payment.  Principal of each Bond shall be paid only on or after the stated maturity date thereof or date fixed for earlier redemption thereof, and then only upon presentation and surrender of such Bond to the Trustee at its principal corporate trust office in Oregon.

(2) Bonds may be exchanged for an equal principal amount of Bonds of the same series and maturity which are in different denominations, and Bonds may be transferred to other Owners in each case if the Owner submits the following to the Trustee:

(a)  
written instructions for exchange or transfer satisfactory to the Trustee, signed by the Owner or attorney in fact and guaranteed or witnessed in a manner satisfactory to the Trustee; and

(b)  
the Bonds to be exchanged or transferred.

(3) The Trustee shall note the date of authentication on each Bond.  The date of authentication shall be the date on which the Owner's name is listed on the Bond register.

(4) For purposes of this Section 4.3, Bonds shall be considered submitted to the Trustee on the date the Trustee actually receives the materials described in Section 4.3(D)(2), above.

(E) The Trustee may alter these provisions regarding registration and transfer by mailing notification of the altered provisions to all Owners.  The altered provisions shall take effect on the date stated in the notice, which shall not be earlier than 45 days after notice is mailed.

4.4 Redemption of Bonds.

(A) The Series 2005 Bonds shall be subject to optional [and mandatory] redemption only as provided in this Section.  
[insert any redemption terms]

(B) If any Bonds are subject to mandatory redemption, the Trustee shall credit against the mandatory redemption requirement any Bonds of the same maturity that have been redeemed at the option of the City or a Purchaser, and any Bonds of the same maturity which the City or a Purchaser have previously purchased and tendered to the Trustee for cancellation.
(C) So long as Bonds are in book-entry only form, the Trustee shall notify DTC of any optional redemption not less than thirty (30) days prior to the date fixed for redemption, and shall provide such information in connection therewith as required by a letter of representation submitted to DTC in connection with the issuance of the Bonds.

(D) During any period in which the Bonds are not in book-entry only form, unless waived by any Owner of the Bonds to be redeemed, official notice of any redemption of Bonds shall be given by the Trustee by mailing a copy of an official redemption notice by first class mail postage prepaid at least thirty (30) days and not more than sixty (60) days prior to the Bond redemption date to the Owner of the Bond or Bonds to be redeemed at the address shown on the Bond register or at such other address as is furnished in writing by such Owner to the Trustee.  All such official notices of redemption shall be dated and shall state:

(1) the Bond redemption date,

(2) the redemption price,

(3) if less than all Outstanding Bonds are to be redeemed, the identification (and, in the case of partial redemption, the respective principal amounts) of the Bonds to be redeemed,

(4) that on the date fixed for redemption, the redemption price will become due and payable upon each such Bond or portion thereof being redeemed, and that interest thereon shall cease to accrue from and after said date, and

(5) the place where such Bonds are to be surrendered for payment of the redemption price, which place of payment shall be the principal office of the Trustee.

(E) If notice of redemption has been given in accordance with this Indenture, and sufficient funds for redemption have been deposited with the Trustee to pay the Bonds that have been called for redemption, the Bonds that have been called for redemption shall cease to bear interest on the date fixed for their redemption.
4.5 Disposition Of Series 2005 Bond Proceeds; Defeasance and Redemption of 1979 and 1993 Bonds.

(A) an amount which is sufficient, with other amounts transferred to the Trustee by the City, to defease and redeem the 1979 Bonds on April 1, 2006 shall be held irrevocably in trust by the Trustee in its capacity as trustee under the 1979 Indenture, and pursuant to Section 8.01(b) of the 1979 Indenture, and applied to pay all principal, interest and premium on the 1979 Bonds on April 1, 2006.  The Trustee shall invest such amounts at the instruction of the City in “Qualified Securities” (as defined in Section 4.08 of the 1979 Indenture) which mature on or before April 1, 2006.

(1) The City hereby irrevocably calls the 1979 Bonds for redemption on April 1, 2006.

(2) The Trustee, in its capacity as trustee under the 1979 Indenture, agrees to give notice of the redemption of the 1979 Bonds pursuant to the terms of the 1979 Bonds.
(3) If, for any reason, at any time, the amounts available to the Trustee are not sufficient to permit it to pay all principal, interest and premium on the 1979 Bonds required by this Section 4.5, the Trustee shall notify the City immediately, and the City shall transfer to the Trustee an amount sufficient to permit the Trustee to make those payments.  The Trustee makes no representation that the amounts deposited with it are sufficient to pay the 1979 Bonds, and assumes no liability for any insufficiency.
(B) an amount which is sufficient, with other amounts transferred to the Trustee by the City, to defease and redeem the 1993 Bonds on ____, shall be held irrevocably in trust by the Trustee in its capacity as trustee under the 1993 Indenture, and pursuant to Section 9.1.4 of the 1993 Indenture, and applied to pay all principal, interest and premium on the 1993 Bonds on _____.  The Trustee shall invest such amounts at the instruction of the City in “Governmental Obligations” (as defined in Article 3 of the 1993 Indenture) which mature on or before ____.  

(1) The City hereby irrevocably calls the 1993 Bonds for redemption on_____.

(2) The Trustee, in its capacity as trustee under the 1993 Indenture, agrees to give notice of the redemption of the 1993 Bonds pursuant to the terms of the 1993 Bonds.
(3) If, for any reason, at any time, the amounts available to the Trustee are not sufficient to permit it to pay all principal, interest and premium on the 1993 Bonds required by this Section 4.5, the Trustee shall notify the City immediately, and the City shall transfer to the Trustee an amount sufficient to permit the Trustee to make those payments.  The Trustee makes no representation that the amounts deposited with it are sufficient to pay the 1993 Bonds, and assumes no liability for any insufficiency.
(C) any remaining proceeds shall be transferred to the City and applied to pay costs of issuing the Series 2005 Bonds.
4.6 Application Of Amounts Held Under 1979 And 1993 Indentures.

(A) $8,000,000 of the amounts held in the renewal and replacement fund held under the 1979 Indenture shall be transferred to the Renewal and Replacement Fund, and any excess shall be divided equally and paid to the City and Portland General Electric Company.

(B) Amounts in the “Debt Service Reserve Fund” as defined in the 1979 Indenture shall be applied at closing of the Series 2005 Bonds to fund the Series 2005 Reserve Account.  Any amounts in the Debt Service Reserve Fund in the 1979 Indenture in excess of the Series 2005 Reserve Requirement shall be applied to the escrow to defease and redeem the 1979 Bonds and the 1993 Bonds, used to pay for costs of issuing the Series 2005 Bonds, or deposited in the Debt Service Account.

(C) To the extent practicable, amounts in the "Debt Service Fund" as defined in the 1979 Indenture [approximately $844,408] and amounts in the "Subordinate Bond Account" as defined in the 1993 Indenture [approximately $231,784] shall be  applied at Closing of the Series 2005 Bonds to the escrow to defease and redeem the 1979 Bonds and the 1993 Bonds.  Any amounts that are not so applied shall be used to pay for costs of issuing the Series 2005 Bonds, or deposited in the Debt Service Account.
ARTICLE 5. PARITY OBLIGATIONS

The City may issue Parity Obligations for any purpose related to the Project upon satisfaction of any conditions in the Power Sales Agreement that is then in effect (including any consent of the Purchaser that is required by that Power Sales Agreement), but only if that Power Sales Agreement requires the Purchaser to pay amounts equal to all debt service on the Parity Obligations, and only if no Default has occurred and is continuing under this Indenture.  Parity Obligations shall be secured by a pledge of the Security that is on a parity with the Series 2005 Bonds.    Parity Obligations may also be secured by a reserve account that is created pursuant to Section 3.6 of this Indenture.

ARTICLE 6.  COVENANTS

6.1 The Power Sales Agreement.

(A) The City covenants that it will not amend a Power Sales Agreement except as provided in Section 10.3.
(B) If a Purchaser defaults in its obligations under a Power Sales Agreement the City may terminate the defaulted Power Sales Agreement only if either: 

(1) the sum, in any six month period, of the payments made to the Trustee by the Purchaser, plus the City Offsets for that six month period, are less than the “Annual Power Cost” as defined in the Original Power Sales Agreement; or,

(2) the City obtains the consent of Owners (or Bond Insurers who are treated as Owners under Section 10.4) of more than fifty percent of the Outstanding principal amount of Bonds.  
(C) If the City terminates a Power Sales Agreement the City shall, at the direction of Owners (or Bond Insurers who are treated as Owners under Section 10.4) of more than fifty percent of the Outstanding principal amount of Bonds and to the extent then permitted by law:

(1)  
Sell power from the Project and transfer the power sale revenues that remain after payment of reasonable operation and maintenance expenses of the Project to the Trustee for deposit in the Gross Revenue Fund; or,

(2)  
Enter into a replacement Power Sales Agreement that matches, to the extent practical, the terms of the Original Power Sales Agreement.  

(D) Section 6.1(B) shall not obligate the City to enter into a replacement Power Sales Agreement that grants the replacement Purchaser the right to purchase power from the Project after the scheduled expiration date of the defaulted Power Sales Agreement.

(E) The City may treat its expenses of complying with its obligations under this Section 6.1 as an operation and maintenance expense of the Project, and may use Project revenues to pay or reimburse those costs.
6.2 Ownership of the Project.

The City covenants and warrants that it lawfully owns and is, or will be, lawfully possessed of the Project, and has good and marketable title to the Project, subject to existing encumbrances.

6.3 Limitation on Other Pledges and Liens on the Security.

The City covenants that it will not, directly or indirectly, create, assume, incur or suffer to exist any pledge, encumbrance, lien or charge of any kind on the Security which is superior to the claim of the Bonds, and that it will grant parity liens and pledges only as permitted by ARTICLE 5.  the City reserves the right to pledge, lien or otherwise encumber any Gross Revenues which are available for credit to the Surplus Fund.

6.4 The Project.

The City covenants and agrees that, while a Power Sales Agreement is in effect it will require the Purchaser to maintain the Project in good condition, repair and working order.  If a Power Sales Agreement is not in effect the City covenants that it will apply the Gross Revenues to maintain the Project in good condition, repair and working order while Bonds are Outstanding.
6.5 The Consulting Engineer.

The City will retain an independent consulting engineer or engineering firm (the “Consulting Engineer”). The Consulting Engineer shall make a physical examination of the Project and prepare a report describing the operation and maintenance of the Project, at least once during every three years.  The City shall file a copy of the each report with the Trustee, and the Trustee shall provide a copy of the report to each Bond Insurer and Owner who requests one. 
6.6 Payment and Indemnification of the Trustee.

The City will from time to time pay, or cause the Purchaser to pay, the Trustee reasonable compensation for its services, and will reimburse and save harmless the Trustee from and against all expenses, liability and damage incurred by the Trustee in connection with the execution of trusts and powers hereunder except expenses, liabilities and damages which arise from its own negligence or want of good faith.  
6.7 Performance by City.

The City covenants and agrees that it will faithfully observe and perform all of its obligations under this Indenture and that it will cooperate with the Trustee to enforce the obligations of Purchasers under the Power Sales Agreements.  
6.8 Project License.

The City covenants and agrees that it now has complete and lawful authority to maintain and operate the Project and that no licenses (including but not limited to the license from the Federal Energy Regulatory Commission (“FERC”)), permits, rights, franchises or privileges of the City will be allowed to lapse or be forfeited so long as the same shall be necessary for the operations of the Project and that it will procure the extension or renewal of each and every right, franchise or privilege so expiring and necessary or desirable for the operation of the Project.

6.9 Books of Account.

The City will keep proper books of account in accordance with the rules and regulations prescribed by any governmental agency authorized to prescribe such rules, including the state auditor's office of the State of Oregon, and in accordance with the uniform system of accounts prescribed by FERC.  such books of account are to be audited annually by a firm of independent certified public accountants of national reputation experienced in electric utility accounting.  Owners may obtain copies of the annual financial statements showing the financial condition of the Project and the annual audit report by sending a written request therefor to the City.

6.10 Additional Documents.

The City agrees to furnish to the Trustee any additional documents that the Trustee reasonably requires to evidence the Trustee’s rights to the amounts that are pledged to pay the Bonds under this Indenture.
6.11 Insurance.

(A) The City will keep the Project insured, to the extent such insurance is available at reasonable cost with responsible insurers and at least to the extent that similar insurance is usually carried by electric utilities operating like properties, against risks of direct physical loss, damage to, or destruction of, the Project, and against any other risk mutually agreed upon by the City and the Purchaser.
(B) in the event of any single incident of loss or damage to or destruction of the Project in excess of $1,000,000, the City shall transfer all insurance proceeds resulting from that loss, damage or destruction to the Trustee for credit to the Insurance Subaccount of the Renewal and Replacement Fund.
6.12 Investments.
(A) All moneys in any of the funds and accounts created under this Indenture shall be invested by the Trustee at the direction of the City in Permitted Investments.    The Trustee may conclusively rely upon such written direction of the City as to any and all investments.

(B) Moneys in the funds and accounts created under this Indenture shall only be invested in Permitted Investments the principal of and interest on which are payable not later than the dates on which it is estimated that such moneys will be required hereunder.
(C) The City acknowledges that to the extent regulations of the Comptroller of the Currency or any other regulatory entity grant the City the right to receive brokerage confirmations of investment transactions made under this Indenture as they occur, the City specifically waives receipt of such confirmations to the extent permitted by law.  The Trustee will furnish the City periodic cash transaction statements that include the detail for all investment transactions made under this Indenture.
(D) The value of Permitted Investments in the Series 2005 Reserve Account and the Renewal and Replacement Fund shall be determined as follows:
(1) Except as provided below in Sections 6.12(D)(2), 6.12(D)(3) and 6.12(D)(4), all Permitted Investments shall be valued at fair market value.  The Trustee shall determine the fair market value based on accepted industry standards and from accepted industry providers.  Accepted industry providers shall include but are not limited to pricing services provided by Financial Times Interactive Data Corporation, Merrill Lynch, Salomon Smith Barney, Bear Stearns, or Lehman Brothers.

(2) Certificates of deposit and bankers’ acceptances shall be valued at their face amount, plus. accrued interest.

(3) Any investment for which the fair market value can not be readily determined shall be valued by prior agreement among the City, the Trustee, and all Bond Insurers.
(4) Series 2005 Reserve Credit Facilities shall be valued at an amount which is available to be drawn or paid under them.
ARTICLE 7. DEFAULT AND REMEDIES

7.1 Defaults.

Any one or more of the following events shall be considered Defaults:

(A) If a default shall be made in the payment of any principal, interest or premium on any of the Bonds when the same shall become payable as therein and herein expressed; or

(B) If a Purchaser defaults in the observance and performance of any of its covenants, conditions and agreements in a Power Sales Agreement, and the default continues for ninety (90) days after the Purchaser receives a written notice from a Bond Insurer or the Trustee, specifying the default and demanding its cure; or 

(C) If the City defaults in the observance and performance of any of its covenants, conditions and agreements in this Indenture, and the default continues for ninety (90) days after the City receives a written notice from a Bond Insurer or the Trustee, specifying the default and demanding its cure; or 

(D) If an order, judgment or decree shall be entered by any court of competent jurisdiction:

(1) Appointing a receiver, trustee or liquidator for the City, the Purchaser under the Power Sales Agreement then in effect,  or the whole or any part of the Project;

(2) Approving a petition filed against the City or the Purchaser under the Power Sales Agreement then in effect, seeking the bankruptcy, arrangement or reorganization of either entity under any applicable law of the United States or the State; or

(3) Assuming custody or control of the City or the Purchaser under the Power Sales Agreement then in effect or of the whole or any part of the Project under the provisions of any other law for the relief or aid of debtors and such order, judgment or decree shall not be vacated or set aside or stayed (or, in case custody or control is assumed by said order, such custody or control shall not be otherwise terminated) within sixty (60) days from the date of the entry of such order, judgment or decree; or

(E) If the City or the Purchaser under the Power Sales Agreement then in effect shall:

(1) Admit in writing its inability to pay its debts generally as they become due;

(2) File a petition in bankruptcy or seeking a composition of indebtedness under any state or federal bankruptcy or insolvency law;

(3) Consent to the appointment of a receiver of the whole or any part of the Project; or 

(4) Consent to the assumption by any court of competent jurisdiction under the provisions of any other law for the relief or aid of debtors of custody or control of the City or the Purchaser under the Power Sales Agreement then in effect or of the whole or any part of the Project.

7.2 Acceleration.

The Bonds shall not be subject to acceleration if a Default occurs.

7.3 Payments to Trustee.

The City covenants and agrees in case default shall be made in the payment of any interest on any Bond, or in case default shall be made in the payment of the principal of any Bond when and as the same shall become payable, whether by lapse of time, by declaration, by call for redemption or otherwise, that the Trustee shall entitled to be paid from the Gross Revenues amounts sufficient to cover the cost and expense of collection including reasonable compensation to the Trustee, its agents, attorneys and counsel (including attorneys' fees in all trial and appellate courts), and any expense or liability incurred by the Trustee hereunder.

7.4 Other Remedies.

Upon the happening of any Default specified in Section 7.1 and its continuance the Trustee may, and upon the written request of the Owners of not less than twenty‑five percent (25%) in principal amount of Bonds then Outstanding and upon being first indemnified by them to its full satisfaction against costs, loss or liability in the premises, shall:

(A) file a claim on behalf of Owners in any proceeding described in Sections 7.1(D) or 7.1(E);

(B)  institute such suit or suits in equity or at law in any court of competent jurisdiction to enforce and protect any of its rights or the rights of the Owners (or any of them) hereunder as it may be advised by counsel to be appropriate.

7.5 Receiver for the Project.
upon the happening of any Default and its continuance, the Trustee shall be entitled as of right to continue the operation of the Project and to exercise all other rights and powers of receivers in equity in connection therewith.

7.6 Waiver of Default.

The Trustee shall, upon the written request of the Owners of the majority in principal amount of the Bonds then Outstanding hereunder (exclusive of Bonds then owned by the City or the Purchaser) waive any Default hereunder and its consequences and rescind any declaration of maturity of principal, except (a) a Default in the payment of the principal of any of the said Bonds at the date of maturity specified therein, and (b) a Default in the payment of interest unless prior to such waiver or rescission all arrears of interest, with (to the extent legally enforceable) interest (at the same rate per annum as the interest on principal) on overdue installments of interest, and all expenses of the Trustee, shall have been paid or provided for; and in case of any such waiver or rescission, or in case any proceedings taken by the Trustee on account of any such Default shall have been discontinued or abandoned or determined adversely, then and in every such case the City, the Trustee, and the Owners shall be restored to their former positions and rights hereunder respectively.  no such waiver or rescission shall extend to any subsequent or other Default, or impair any right consequent thereon.  the Trustee shall be entitled to accept and rely upon a City's certificate as to the amount of Bonds at the time owned by the City.

7.7 Direct Owner Action Prohibited.

No Owner of any Bond shall have any right to institute any suit, action or proceeding in equity or at law for any remedy hereunder unless such Owner shall previously have given to the Trustee written notice of such Default, and of the continuation thereof as hereinbefore provided, nor unless also the Owners of not less than twenty‑five percent (25%) in principal amount of Bonds then Outstanding shall have made written request to the Trustee and shall have offered to it a reasonable opportunity either to proceed to exercise the powers hereinbefore granted or to institute such action, suit or proceeding in its own name, and the Trustee shall have refused or unreasonably delayed to comply with such request, nor unless also they or some one or more of the Owners of the Bonds shall have offered the Trustee security and indemnity to the satisfaction of the Trustee against the costs, expenses and liabilities to be incurred therein or thereby, and such notification, request and offer of indemnity are hereby declared in every such case, at the option of the Trustee, to be conditions precedent to any action or cause of action for the appointment of a receiver or for any other remedy hereunder, it being understood and intended that no one or more Owners of Bonds shall have any right, in any manner whatever, by his or their action to enforce any right hereunder, except in the manner herein provided, and that all proceedings at law or in equity shall be instituted and maintained in the manner herein provided, and for the equal benefit of all Owners of such Outstanding Bonds.

7.8 Rights and Obligations Unconditional.

Nothing in this Indenture or in the Bonds shall, however, affect or impair the obligations of the City which are unconditional and absolute, to pay the principal of and interest on the Bonds to the respective Owners of the Bonds at the due date in such Bonds as provided in this Indenture, nor affect or impair the right of action, which is also absolute and unconditional of such Owners to enforce such payment against the City as herein provided.

7.9 Remedies Not Exclusive.

No remedy herein conferred upon or reserved to the Trustee is intended to be exclusive of any other remedy or remedies, but each and every such remedy shall be cumulative and shall be in addition to every other remedy given hereunder 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 continuing as aforesaid shall impair any such right or power or shall be construed to be a waiver of any such Default or acquiescence therein, and every such right and power may be exercised from time to time as often as may be deemed expedient.

7.10 Trustee May Enforce Owners' Rights.

All rights of action under this Indenture or under any of the Bonds may be enforced by the Trustee without the possession of any of the Bonds or the production thereof in any trial or other proceedings relative thereto, and any such suit or proceedings instituted by the Trustee shall be brought in its name as Trustee, and any recovery of judgment shall be for the benefit of Owners of the Bonds.

7.11 Application of Funds Obtained from Exercise of Remedies.

All money collected by or paid to the Trustee under the provisions of this article, together with any other pledged funds then held by the Trustee, shall be applied at the date fixed by the Trustee for the distribution of such money as follows:

(A) first: to the payment of the costs and expenses of the collection of such money, including the fees of attorneys and counsel, and of all other expenses and the charges and liabilities incurred and all advances made by the Trustee under this Indenture, as well as just and reasonable compensation for the services of the Trustee.

(B) second: to the payment of the amounts then due and unpaid upon the Bonds in respect whereof such money shall have been collected, ratably and without preference or priority of any kind, according to the amounts due and payable upon such Bonds, respectively, upon presentation of the several Bonds and stamping such payment thereon, if partly paid, and upon surrender and cancellation thereof, if fully paid.

(C) third: to restore the balance of the Series 2005 Reserve Account and any reserve account created pursuant to Section 3.6 to their required levels.
(D) Fourth: to restore the balance in the Renewal and Replacement Fund to its required level.

(E) Fifth, for deposit in the Surplus Fund.
7.12 No Personal Liability.

No recourse under or upon any obligation, covenant, stipulation or agreement contained in this Indenture or in any Bonds issued hereunder or because of the creation of any indebtedness hereby authorized, shall be had against any officer, agent or employee, past, present or future, of the City, as such, either directly or through the City by the enforcement of any assessment or by any legal or equitable proceeding by virtue of any constitution, statute or other rule of law howsoever established; it being expressly agreed and understood that the Bonds and this Indenture and the obligations hereby created are solely corporate obligations of the City payable only from the properties pledged to the payment thereof and that no personal liability whatsoever shall attach to or be incurred by such officers, agents or employees of the City because of the incurring of the indebtedness hereby authorized or under or by reason of any of the obligations, covenants, stipulations or agreements contained in this Indenture or in any of the Bonds issued hereunder or implied therefrom; and that any and all personal liability of every name and nature and any and all rights and claims against every such officer, agent or employee, whether arising at common law or in equity or created by any constitution, statute or other rule of law, howsoever established, are hereby expressly released and waived as a condition of and as a part of the consideration for the execution and delivery of this Indenture and the issue of the Bonds.

ARTICLE 8. DISCHARGE OF THE INDENTURE
8.1 Methods of Discharge.

(A) Except as provided in Section 8.2(C), this Indenture shall terminate if the City or the Purchaser pays or defeases all Outstanding Bonds in accordance with Section 8.2, and pays all amounts due to the Trustee.
8.2 Defeasance. 

(A) All or any portion of the Bonds may be defeased and deemed paid and discharged in any one or more of the following ways:

(1) By irrevocably depositing with the Trustee, in trust, before maturity, money which, together with the amounts then on deposit in the Debt Service Account, is fully sufficient to pay all Bonds; or

(2) By:

(a)  
Irrevocably depositing with the Trustee, in trust, Defeasance Obligations which have been calculated to be sufficient, together with the interest to accrue thereon, to pay all Bonds that are being defeased, as and when the same become due and payable; and,

(b)  
By filing with the Trustee a report of an independent firm of nationally recognized certified public accountants verifying the sufficiency of the escrow established to pay the Bonds in full on the Bond redemption date.

(B) Money or proceeds of Defeasance Obligations deposited under Sections 8.2(A)(1) or 8.2(A)(2) shall be held in trust solely for the benefit of those Owners of the Bonds that are identified by the Trustee to be defeased.

(C) All obligations of the City and the Purchaser under this Indenture with respect to Bonds that are defeased shall cease and terminate on the date of defeasance, except for the obligation of the Trustee to apply amounts on deposit to the payment of the Bonds in accordance with this Indenture.
(D) Notwithstanding anything herein to the contrary, in the event that the principal and/or interest due on the Series 2005 Bonds shall be paid by Ambac Assurance pursuant to the Series 2005 Bond Insurance Policy, the Series 2005 Bonds shall remain Outstanding for all purposes, not be defeased or otherwise satisfied and not be considered paid by the City or any Purchaser, and the assignment and pledge of the Security and all covenants, agreements and other obligations of the City and any Purchaser to the Owners shall continue to exist and shall run to the benefit of Ambac Assurance, and Ambac Assurance shall be subrogated to the rights of such Owners.
8.3 Disposition of Remaining Funds.

When all Outstanding Bonds have been paid or defeased, any amounts held by the Trustee under this Indenture except amounts held to pay or defease Bonds pursuant to Section 8.2, after payment of any Trustee fees and expenses due and owing, shall be paid to the order of the City and the Purchaser as provided in the Power Sales Agreement then in effect.  If no Power Sales Agreement is then in effect all such amounts shall be paid to the City.
ARTICLE 9. THE TRUSTEE

9.1 Powers.

The Trustee hereby accepts the trusts imposed upon it by this Indenture, but only upon and subject to the terms and conditions hereof including the following:

(A) the Trustee may execute any of the trusts or powers hereof and perform any duties required of it by or through its attorneys, agents, receivers or employees, and shall be entitled to advice of counsel (who may be counsel for the City) concerning all matters of trust hereof and its duties hereunder, and may in all cases pay such reasonable compensation as it shall deem proper to all such attorneys, agents, receivers and employees as may be reasonably employed in connection with the trusts hereof, and the City covenants and agrees to repay upon demand all such outlays and expenditures so incurred.

(B) the Trustee shall not be responsible for any recitals herein or in the Bonds, or for the execution, validity, priority or extension of this or any supplemental or confirmatory agreement; and the Trustee shall not be bound to ascertain or inquire as to the performance or observance of any covenants, conditions or agreements on the part of the City or to give notice of any Default therein to anyone except as expressly provided for herein; but the Trustee may, but shall be under no duty to, require of the City full information and advice as to the performance of the covenants, conditions and agreements aforesaid.

(C) the Trustee shall be protected in acting upon any notice, request, consent, certificate, order, affidavit, letter, telegram or other paper or document believed by it to be genuine and correct and to have been signed or sent by the proper person or persons, and the Trustee shall not be bound to recognize any person as a Owner of any Bond or to take any action at his request unless such Bond shall be deposited with the Trustee, or submitted to it for inspection and his title established to the satisfaction of the Trustee, if the same be disputed.

(D) the Trustee shall not be compelled to do any act hereunder or to commence or defend any suit in respect hereof unless indemnified to its satisfaction, as often as it shall require, against loss, cost, liability and expense.
(E) The Trustee may consult with counsel, who may be counsel of or to the City, with regard to legal questions regarding the Trustee’s obligations under this Indenture, and the Trustee will not be liable for any action taken in good faith by the Trustee in reliance upon the advice of such counsel.  
9.2 Reliance.
as to the existence or nonexistence of any fact the Trustee shall, except as otherwise herein expressly provided, be entitled to rely upon a City's certificate as sufficient evidence of the facts therein contained, and shall also be at liberty to accept a similar certificate to the effect that any particular dealing, transaction or action is necessary or expedient, but it may in its discretion, at the expense of the City, in every case secure such further evidence as it may think necessary or advisable, but shall in no case be bound to secure the same.  the Trustee may in relation to this Indenture act upon the opinion or advice of any attorney, valuator, engineer, accountant or other expert, whether retained by the Trustee, the City or otherwise.

9.3 Trustee Not Liable.

The Trustee shall in no case be liable for any action taken or omitted to be taken by it or any of its agents or employees by it appointed or employed in connection with the execution of said trusts, nor in any other manner answerable or accountable under any circumstances whatsoever, except in the event of negligence or want of good faith.

9.4 Notice of Default.
the Trustee shall not be required to take notice or be deemed to have notice of any Default hereunder other than a Default specified in Section 7.1(A) unless specifically notified in writing of such Default by any Bond Insurer or the Owners of not less than twenty‑five percent (25%) of the principal amount of the Bonds then Outstanding, and all notices or other instruments required by this Indenture to be delivered to the Trustee must, in order to be effective, be delivered at the office of the Trustee.

9.5 Acts Permitted to Trustee.
the Trustee may:

(A) permit any Owner to inspect any statement or certificate filed with the Trustee under the terms of this Indenture.

(B) buy, sell, own, hold and deal in any of the Bonds and may initiate or join in any action which the Owner may be entitled to take with like effect as if the Trustee were not a party to this Indenture, and may act as a depository of, or as a member of, any committee formed for the protection of the Owners.

(C) buy, sell, own, hold and deal in any of the notes or Bonds and other evidences of indebtedness of the City, and may maintain any and all other general banking and business relations with the City, with like effect and in the same manner as if the Trustee were not a party to this Indenture.

Except for money deposited in trust hereunder and except as herein otherwise specifically provided, any money received by or deposited with the Trustee under any of the provisions of this Indenture, shall be treated by it until it is required to pay out of the same conformably herewith, as a general deposit, without any liability for interest, save as may be agreed upon in writing by the City and the Trustee.

9.6 Compensation.

The Trustee shall be entitled to reasonable compensation for all services by it rendered in the execution of the trusts hereby created, and the City agrees upon demand from time to time, to pay any and all such compensation.  the compensation of the Trustee shall not be limited by any provision of law in regard to the compensation of Trustees of an express trust, but shall be in such amounts as shall be separately agreed upon from time to time by the Trustee and the City.

9.7 Limitations on Trustee's Obligations.

(A) the Trustee shall not be required to give or enter into any bond or other security in respect to the execution of the said trusts and powers or otherwise in respect of the premises.

(B) the Trustee shall not be responsible for filing or recordation or re‑filing or re‑recordation of this Indenture or any additional or supplemental agreement hereto.

(C) the Trustee shall be under no duty, obligation or responsibility to see to the payment of any charges which may at any time be levied or assessed against or imposed upon the City.  the Trustee shall be under no duty, obligation or responsibility to see to the insurance of any property of the City or itself to effect or maintain any such insurance, or to receive any policies of insurance or proceeds thereto, or make any investigation or inquiry as to the insurer with which the City shall have insured any of its property or as to the terms or amount of any such insurance.

(D) the Trustee shall be under no duty, obligation or responsibility in respect to the use or disposition by the City of any Bonds or in respect to the application of any part of the proceeds thereof.

(E) the Trustee shall be under no duty, obligation or responsibility to obtain any certificate, audit, schedule, statement, report or other instrument by any of the provisions hereof required or directed to be delivered or filed with it; and it shall be under no duty to investigate or verify or make any inquiry in respect to any statement contained in any such instrument or the manner in which any computation therein set forth was made, and shall have no duty of any character with respect thereto, except to exhibit such documents as it may have in its possession or give the same from time to time during reasonable banking hours to any Owner desiring an inspection thereof.

9.8 Trustee's Lien on Gross Revenues.

(A) Except as provided below in Section 9.8(B), the Trustee shall have a lien on a parity with the rights of the Owners upon all Gross Revenues for its reasonable compensation and expenses, liabilities, advances and counsel fees made or incurred in and about the execution of the trust hereby created and the exercise and performance of the powers and duties of the Trustee hereunder, and the costs and expense of defending against any liability in the premises of any character whatsoever, except for the defense of an action against the Trustee for negligence or want of good faith by the Trustee or its agents or employees resulting in a court decision against the Trustee.  The Trustee shall be entitled to receive Gross Revenues in an amount sufficient to pay the amounts described in the first sentence of this Section 9.8, together with interest on any advances at the rate per annum equal to one percent (1%) above the prime rate per annum charged by the Trustee bank on its prime bank loans, plus an amount sufficient to indemnify and hold the Trustee harmless from and against liabilities incurred by the Trustee hereunder except as specified above.
(B) The Trustee shall not be entitled to a lien on amounts in the Bond Fund, or on amounts deposited with the Trustee to defease Bonds.
9.9 Resignation.
the Trustee may at any time resign from the trusts hereby created by giving thirty (30) days' written notice to the City and all Owners, or at such shorter period of time as the governing body of the City may accept, and such resignation shall take effect at the end of the shorter of such periods of time.  such notice may be served personally or sent by certified mail.

9.10 Merger or Consolidation.
should the Trustee consolidate or merge with or transfer substantially all of its corporate trust business to any bank or banks, trust company or other banking institution, such consolidation or merger or transfer shall in no way affect the rights of the parties hereto, or the Owners of any of the Bonds, and such succeeding corporation shall be the Trustee hereunder, with the same powers and with the same force and effect as if originally named herein.

9.11 Removal.
upon payment to the Trustee of all its fees, costs, expenses, commissions, disbursements, outlays and liabilities, the Trustee may be removed at any time by an instrument or concurrent instruments in writing delivered to the Trustee, and to the City, and signed by the Owners of a majority in principal amount of the Bonds then Outstanding.

9.12 Appointment of Successors.
in case the Trustee shall resign or be removed or dissolved, or otherwise be or become incapable of acting hereunder, or shall be taken under the control of any public officer or officers, or of a receiver appointed by a court, a successor may be appointed by the Owners of a majority in principal amount of the Bonds then Outstanding by an instrument or concurrent instruments in writing signed by such Owners or by their attorneys in fact, duly authorized; provided, nevertheless that in case of such vacancy or to avoid any such vacancy the City, by an instrument executed by order of its governing body, and signed by its mayor and commissioner of public utilities under its corporate seal, may appoint a temporary Trustee until a successor Trustee shall be appointed by the Owners in the manner above provided; and any such temporary Trustee so appointed by the City shall immediately and without further act be superseded by the Trustee so appointed by such Owners.

(A) every such successor Trustee so appointed shall be a bank or trust company having a capital and surplus of not less than $10,000,000.

(B) any temporary or any successor Trustee appointed hereunder shall execute, acknowledge and deliver to its predecessor and also to the City an instrument in writing accepting such appointment hereunder, and thereupon such temporary or successor Trustee, without any further act, deed or conveyance shall become fully vested with all the rights, powers, trust, duties and obligations of its predecessor.

9.13 Instruments of Transfer.
the Trustee, or any successor Trustee, ceasing to act shall, nevertheless, on the written request of the City or of the new Trustee and at the cost and expense of the City and upon the payment of all sums owing to it hereunder, execute any and every instrument necessary or convenient and proper to transfer to such new Trustee, upon the trusts herein expressed, all the rights, powers and trusts of the Trustee ceasing to act and all money and securities in its possession in respect thereof, and shall make good and sufficient delivery to the new Trustee, thus fully relieving and discharging the Trustee so ceasing to act from all further liability or responsibility either to the City or to the Owners of any of the Bonds.

9.14 Co-trustees.

At any time or times, for the purpose of meeting any legal requirements of any jurisdiction in which any part of the Security may at any time be located, the City and the Trustee shall have power to appoint, and, upon the request of the Trustee or of the Owners of at least twenty‑five percent (25%) in aggregate principal amount of the Bonds at the time Outstanding, the City shall for such purpose join with the Trustee in the execution, delivery and performance of all instruments and agreements necessary or proper to appoint, one or more persons approved by the Trustee either to act as Co-Trustees, jointly with the Trustee of all or any part of the Security , or to act as separate Trustee or separate Trustees of all‑or any part of the Security, and to vest in such person or persons, in such capacity, such title to the Security or any part thereof, and such rights, powers, duties, trusts or obligations as the City and the Trustee may consider necessary or desirable, subject to the remaining provisions of this ARTICLE 9.

(A) if the City shall not have joined in such appointment within 15 days after the receipt by it of a request so to do, or in case an Default shall have occurred and be continuing, the Trustee alone shall have power to make such appointment.

(B) the City shall execute, acknowledge and deliver all such instruments as may be required by any such Co-Trustee or separate Trustee for more fully confirming such title, rights, powers, trusts, duties and obligations to such Co-Trustee‑Trustee or separate Trustee.

(C) every Co-Trustee or separate Trustee shall, to the extent permitted by law, but to such extent only, be appointed subject to the following terms, namely:

(1) the Bonds, shall be authenticated and delivered, and all rights, powers, trusts, duties and obligations by this Indenture conferred upon the Trustee in respect of the custody, control or management of money, papers, securities and other personal property shall be exercised, solely by the Trustee.

(2) all rights, powers, trusts, duties and obligations conferred or imposed upon the Trustees shall be conferred or imposed upon and exercised or performed by the Trustee, or by the Trustee and such Co-Trustee or Co-Trustees or separate Trustee or separate Trustees jointly, as shall be provided in the instrument appointing such Co-Trustee‑Trustee or Co-Trustee or separate Trustee or separate Trustees, except to the extent that, under the law of any jurisdiction in which any particular act or acts are to be performed, the Trustee shall be incompetent or unqualified to perform such act or acts, in which event such act or acts shall be performed by such Co-Trustee or Co-Trustees or separate Trustee or separate Trustees.

(3) any request in writing by the Trustee to any Co-Trustee or separate Trustee to take or to refrain from taking any action hereunder shall be sufficient warrant for the taking, or the refraining from taking, of such action by such Co-Trustee or separate Trustee.

(4) any Co-Trustee or separate Trustee may delegate to the Trustee the exercise of any right, power, trust, duty or obligation, discretionary or otherwise.

(5) the Trustee at any time, by an instrument in writing, with the concurrence of the City evidenced by a certified ordinance of the governing body of the City, may accept the resignation of or remove any Co-Trustee or separate Trustee appointed under this Section 9.14, and, in case an Default shall have occurred and be continuing, the Trustee shall have power to accept the resignation of, or remove any such Co-Trustee or separate Trustee without the concurrence of the City.  upon the request of the Trustee, the City shall join with the Trustee in the execution, delivery and performance of all instruments and agreements necessary or proper to effectuate such resignation or removal.  a successor to any Co-Trustee or separate Trustee so resigned or removed may be appointed in the manner provided in this ARTICLE 9.

(6) no Trustee hereunder shall be personally liable by reason of any act or omission of any other Trustee hereunder.

(7) any demand, request, direction, appointment, removal, notice, consent, waiver or other action in writing executed by the Owners and delivered to the Trustee shall be deemed to have been delivered to each such Co-Trustee or separate Trustee.

(8) any money, papers, securities or other items of personal property received by any such Co-Trustee or separate Trustee hereunder shall forthwith, so far as may be permitted by law, be turned over to the Trustee.

(9) upon the acceptance in writing of such appointment by any such Co-Trustee or separate Trustee, it or he shall be vested with such title to the Security or any part thereof, and with such rights, powers, duties, trusts or obligations, as shall be specified in the instrument of appointment jointly with the Trustee (except insofar as local law makes it necessary for any such Co-Trustee or separate Trustee to act alone) subject to all the terms of this Indenture.  every such acceptance shall be filed with the Trustee.  any Co-Trustee or separate Trustee may, at any time by an instrument in writing, constitute the Trustee, its or his attorney‑in‑fact and agent, with full power and authority to do all acts and things and to exercise all discretion on its or his behalf and in its or his name.

(D) in case any Co-Trustee or separate Trustee shall die, become incapable of acting, resign or be removed, the title to the Security, and all rights, powers, trusts, duties and obligations of said Co-Trustee or separate Trustee shall, so far as permitted by law, vest in and be exercised by the Trustee unless and until a successor Co-Trustee or separate Trustee shall be appointed in the manner herein provided.

ARTICLE 10. AMENDMENT OF INDENTURE AND POWER SALES AGREEMENT; BOND INSURERS TREATED AS OWNERS
10.1 Amendment of Indenture Without Owner Consent.

The City and the Trustee may execute Supplemental Indentures to amend this Indenture without the consent of any Owner for any one or more of the following purposes:

(A) To cure any ambiguity or formal defect or omission in this Indenture;

(B) To add to the covenants and agreements of the City or any Purchaser in this Indenture other covenants and agreements which are not contrary to or inconsistent with this Indenture as theretofore in effect (provided, however, that no Supplemental Indenture may modify the covenants and agreements of any Purchaser without that Purchaser’s consent);

(C) To confirm, as further assurance, any security interest or pledge created under this Indenture or any Supplemental Indenture;

(D) To make any change which does not, in the reasonable judgment of the City, does not materially and adversely affect the rights of the Owners of Bonds (provided, however, that no Supplemental Indenture may modify the covenants and agreements of any Purchaser without that Purchaser’s consent).

10.2 Amendment of Indenture with Owner Consent

The City may execute Supplemental Indentures for any purpose not described in Section 10.1, but only if the City obtains the consent of any affected Purchaser and the Owners (or Bond Insurers as provided in Section 10.4) representing not less than fifty‑one percent (51%) in aggregate principal amount of the adversely affected Bonds then Outstanding.  However, no amendment shall be valid without the consent of all affected Owners which:

(A) Extends the maturity of any Bonds, reduces the rate of interest on any Bonds, extends the time of payment of interest on any Bonds, reduces the amount of principal payable on any Bonds, or reduces any premium payable on any Bonds; or

(B) Reduces the percent of Owners required to approve Supplemental Indentures.
10.3 Amendment of Power Sales Agreement.

The City shall not amend the Power Sales Agreement to decrease any payments from the Purchaser that are to be in the Debt Service Account or the Reserve Account unless the City first obtains the consent of all Bond Insurers with Bond Insurance Policies that are then in effect, and the consent of the Owners of a majority in principal amount of any affected Bonds that are not secured by a Bond Insurance Policy.  The City may amend the Power Sales Agreement in any other way that the City reasonably determines is not materially adverse to the interests of Owners without the consent of any Owners or Bond Insurers. 
10.4 Bond Insurers Treated As Owners

(A) A Bond Insurer that has issued a Bond Insurance Policy may be treated as the Owner of all Bonds insured by that Bond Insurance Policy for all purposes under this Indenture except payment of Bonds.
ARTICLE 11. SERIES 2005 BOND INSURER
The provisions of this ARTICLE 11 apply only so long as the Series 2005 Bond Insurance Policy is in effect and Ambac Assurance is not in default of any of its payment obligations under that policy.

11.1 Power Sales Agreement.

No termination, amendment or assignment of the Power Sales Agreement shall be permitted without the consent of Ambac Assurance.

11.2 Limitation on Other pledges and Liens on Gross Revenues.

While the Series 2005 Bonds are Outstanding the City shall not create any liens on the Gross Revenues or amounts held under this Indenture except for liens that secure Parity Obligations.
11.3 Limitation on Liens on the Project.  

While the Series 2005 Bonds are Outstanding, the City shall not mortgage, sell or otherwise encumber the Project.

11.4 Consent of Ambac Assurance.

Any provision of this Indenture expressly recognizing or granting rights in or to Ambac Assurance may not be amended in any manner which affects the rights of Ambac Assurance hereunder without the prior written consent of Ambac Assurance.  Ambac Assurance  reserves the right to charge the City a fee for any consent or amendment to the Indenture while the Series 2005 Bond Insurance Policy is outstanding.

11.5 Consent of Ambac Assurance in lieu of Owner Consent.

Unless otherwise provided in this Section, Ambac Assurance’s consent shall be required in lieu of Owner consent, when required, for the following purposes:  (i) execution and delivery of any supplemental Indenture or any amendment, supplement or change to or modification of the Power Sales Agreement (ii) removal of the Trustee or Paying Agent and selection and appointment of any successor trustee or paying agent; and (iii) initiation or approval of any action not described in (i) or (ii) above which requires Owner consent.

11.6 Consent of Ambac Assurance in the Event of Insolvency

If the City becomes insolvent, any reorganization or liquidation plan that the City proposes must be acceptable to Ambac Assurance.  In the event of any reorganization or liquidation, Ambac Assurance shall have the right to vote on behalf of all Owners who hold Ambac Assurance-insured Series 2005 Bonds absent a default by Ambac Assurance under the Series 2005 Bond Insurance Policy insuring the Series 2005 Bonds.

11.7 Consent of Ambac Assurance Upon Default.
Anything in this Indenture to the contrary notwithstanding, upon the occurrence and continuance of a default as defined herein, Ambac Assurance shall be entitled to control and direct the enforcement of all rights and remedies granted to the Owners of Series 2005 Bonds or the Trustee for the benefit of the Owners of the Series 2005 Bonds under this Indenture.

11.8 Notices and Information to be given to Ambac Assurance. 
(A) The following notices shall be to be sent to the attention of the SURVEILLANCE DEPARTMENT of Ambac Assurance, without cost to Ambac Assurance:

(1) The City shall furnish to Ambac Assurance, upon request, a copy of any financial statement, audit and/or annual report of the City relating to the Gross Revenues or the Project.

(2) The Purchaser shall furnish to Ambac Assurance, upon request, a copy of the Purchaser’s annual 10-K and quarterly 10-Q statements.  If the Purchaser does not prepare 10-K and quarterly 10-Q statements the Purchaser shall furnish to Ambac Assurance, upon request, its financial statements and such other financial information as Ambac Assurance may reasonably request.

(3) The Trustee shall provide to Ambac Assurance a copy of any notice to be given to the Owners of the Series 2005 Bonds, including, without limitation, notice of any redemption of or defeasance of Series 2005 Bonds, and any certificate rendered pursuant to this Indenture relating to the security for the Series 2005 Bonds. 

(4) To the extent that the City or the Purchaser has entered into a continuing disclosure agreement with respect to the Series 2005 Bonds, Ambac Assurance shall be included as party to be notified.

(B) Notices to be sent to the attention of the GENERAL COUNSEL OFFICE of Ambac Assurance:
(1) The Trustee shall notify Ambac Assurance of any failure of the City or the Purchaser to provide any notices or certificates that the City or the Purchaser are required to provide to the Trustee, or that the Trustee is required to provide to Owners, under this Indenture.
(2) Notwithstanding any other provision of this Indenture, the Trustee shall immediately notify Ambac Assurance if at any time there are insufficient moneys to make any payments of principal and/or interest as required and immediately upon the occurrence of any default hereunder of which the Trustee has notice. 

(C) Other Information to be given to Ambac Assurance:
(1) The City will permit Ambac Assurance to discuss the affairs, finances and accounts of the City relating to the Project or the Gross Revenues, or any other information Ambac Assurance may reasonably request regarding the security for the Series 2005 Bonds with appropriate officers of the City.

(2) The City will permit Ambac Assurance to have access to the Project and to have access to and to make copies of all books and records relating to the Series 2005 Bonds at any reasonable time.

(3) The Trustee will permit Ambac Assurance to have access to and to make copies of all books and records relating to the Series 2005 Bonds at any reasonable time.
11.9 Accounting.
(A) If no Power Sales Agreement is in effect, Ambac Assurance shall have the right to direct an accounting at the City’s expense of all of the City’s records and information relating to the Series 2005 Bonds and the Project, and the City’s failure to comply with such direction within thirty (30) days after receipt of written notice of the direction from Ambac Assurance shall be deemed a Default under this Indenture; provided, however, that if compliance cannot occur within such period, then such period will be extended so long as compliance is begun within such period and diligently pursued, but only if such extension would not materially adversely affect the interests of any Owner of the Series 2005 Bonds. 
11.10 Notices Related to Payments under the Series 2005 Bond Insurance Policy.

The Trustee and any Paying Agent agree to comply with the following provisions

(A) At least one (1) Business Day prior to all interest payment dates the Trustee or Paying Agent, if any, will determine whether there will be sufficient funds in the Funds and accounts held under this Indenture to pay the principal of or interest on the Series 2005 Bonds on such interest payment date. If the Trustee or Paying Agent, if any, determines that there will be insufficient funds in such Funds or Accounts, the Trustee or Paying Agent, if any, shall so notify Ambac Assurance. Such notice shall specify the amount of the anticipated deficiency, the Series 2005 Bonds to which such deficiency is applicable and whether such Series 2005 Bonds will be deficient as to principal or interest, or both. If the Trustee or Paying Agent, if any, has not so notified Ambac Assurance at least one (1) Business Day prior to an interest payment date, Ambac Assurance will make payments of principal or interest due on the Series 2005 Bonds on or before the first (1st) Business Day next following the date on which Ambac Assurance shall have received notice of nonpayment from the Trustee or Paying Agent, if any.

(B) The Trustee or Paying Agent, if any, shall, after giving notice to Ambac Assurance as provided in (a) above, make available to Ambac Assurance and, at Ambac Assurance’s direction, to The Bank of New York, in New York, New York, as insurance trustee for Ambac Assurance or any successor insurance trustee (the “Insurance Trustee”), the registration books for the Series 2005 Bonds maintained by the Trustee or Paying Agent, if any, and all records relating to the funds and accounts maintained under this Indenture.

(C) The Trustee or Paying Agent, if any, shall provide Ambac Assurance and the Insurance Trustee with a list of Owners of Series 2005 Bonds entitled to receive principal or interest payments from Ambac Assurance under the terms of the Series 2005 Bond Insurance Policy, and shall make arrangements with the Insurance Trustee (i) to mail checks or drafts to the Owners of Series 2005 Bonds entitled to receive full or partial interest payments from Ambac Assurance and (ii) to pay principal upon Series 2005 Bonds surrendered to the Insurance Trustee by the Owners of Series 2005 Bonds entitled to receive full or partial principal payments from Ambac Assurance.

(D) The Trustee or Paying Agent, if any, shall, at the time it provides notice to Ambac Assurance pursuant to (a) above, notify Owners of Series 2005 Bonds entitled to receive the payment of principal or interest thereon from Ambac Assurance (i) as to the fact of such entitlement, (ii) that Ambac Assurance will remit to them all or a part of the interest payments next coming due upon proof of Owner entitlement to interest payments and delivery to the Insurance Trustee, in form satisfactory to the Insurance Trustee, of an appropriate assignment of the Owner’s right to payment, (iii) that should they be entitled to receive full payment of principal from Ambac Assurance, they must surrender their Series 2005 Bonds (along with an appropriate instrument of assignment in form satisfactory to the Insurance Trustee to permit ownership of such Series 2005 Bonds to be registered in the name of Ambac Assurance) for payment to the Insurance Trustee, and not the Trustee or Paying Agent, if any, and (iv) that should they be entitled to receive partial payment of principal from Ambac Assurance, they must surrender their Series 2005 Bonds for payment thereon first to the Trustee or Paying Agent, if any, who shall note on such Series 2005 Bonds the portion of the principal paid by the Trustee or Paying Agent, if any, and then, along with an appropriate instrument of assignment in form satisfactory to the Insurance Trustee, to the Insurance Trustee, which will then pay the unpaid portion of principal.

(E) In the event that the Trustee or Paying Agent, if any, has notice that any payment of principal of or interest on an Series 2005 Bond which has become due for payment and which is made to a Owner by or on behalf of the City has been deemed a preferential transfer and theretofore recovered from its Owner pursuant to the United States Bankruptcy Code by a trustee in bankruptcy in accordance with the final, nonappealable order of a court having competent jurisdiction, the Trustee or Paying Agent, if any, shall, at the time Ambac Assurance is notified pursuant to (a) above, notify all Owners that in the event that any Owner’s payment is so recovered, such Owner will be entitled to payment from Ambac Assurance to the extent of such recovery if sufficient funds are not otherwise available, and the Trustee or Paying Agent, if any, shall furnish to Ambac Assurance its records evidencing the payments of principal of and interest on the Series 2005 Bonds which have been made by the Trustee or Paying Agent, if any, and subsequently recovered from Owners  and the dates on which such payments were made.

11.11 Subrogation.

In addition to those rights granted Ambac Assurance under this Indenture, Ambac Assurance shall, to the extent it makes payment of principal of or interest on Series 2005 Bonds, become subrogated to the rights of the recipients of such payments in accordance with the terms of the Series 2005 Bond Insurance Policy, and to evidence such subrogation (i) in the case of subrogation as to claims for past due interest, the Trustee or Paying Agent, if any, shall note Ambac Assurance’s rights as subrogee on the registration books for the Series 2005 Bonds maintained by the Trustee or Paying Agent, if any, upon receipt from Ambac Assurance of proof of the payment of interest thereon to the Owners of the Series 2005 Bonds, and (ii) in the case of subrogation as to claims for past due principal, the Trustee or Paying Agent, if any, shall note Ambac Assurance’s rights as subrogee on the registration for the Series 2005 Bonds maintained by the Trustee or Paying Agent, if any, upon surrender of the Series 2005 Bonds by the Owners thereof  together with proof of the payment of principal thereof.
11.12 Trustee‑Related Provisions.
(A) The Trustee (or Paying Agent) may be removed at any time, at the request of Ambac Assurance, for any breach of the Trustee’s duties under this Indenture. 
(B) Ambac Assurance shall receive prior written notice of any Trustee (or Paying Agent) resignation.

(C) Every successor Trustee appointed pursuant to this Section shall be a trust company or bank in good standing located in or incorporated under the laws of the State, duly authorized to exercise trust powers and subject to examination by federal or state authority, having a reported capital and surplus of not less than $75,000,000 and acceptable to Ambac Assurance. Any successor Paying Agent, if applicable, shall not be appointed unless Ambac approves such successor in writing.

(D) Notwithstanding any other provision of this Indenture, in determining whether the rights of the Owners will be adversely affected by any action taken pursuant to the terms and provisions of this Indenture, the Trustee (or Paying Agent) shall consider the effect on the Owners as if there were no Series 2005 Bond Insurance Policy.

(E) Notwithstanding any other provision of this Indenture, no removal, resignation or termination of the Trustee (or Paying Agent) shall take effect until a successor, acceptable to Ambac Assurance, shall be appointed.

11.13 Interested Parties.
(A) Ambac Assurance As Third Party Beneficiary.

To the extent that this Indenture confers upon or gives or grants to Ambac Assurance any right, remedy or claim under or by reason of this Indenture, Ambac Assurance is hereby explicitly recognized as being a third-party beneficiary hereunder and may enforce any such right, remedy or claim conferred, given or granted hereunder.

(B) Parties Interested Herein.

Nothing in this Indenture expressed or implied is intended or shall be construed to confer upon, or to give or grant to, any person or entity, other than the City, the Purchaser, the Trustee, Ambac Assurance, the Paying Agent, if any, and the Owners of the Series 2005 Bonds, any right, remedy or claim under or by reason of this Indenture or any covenant, condition or stipulation hereof, and all covenants, stipulations, promises and agreements in this Indenture contained by and on behalf of the City, the Purchaser shall be for the sole and exclusive benefit of the City, the Purchaser, the Trustee, Ambac Assurance, the Paying Agent, if any, and the Owners of the Series 2005 Bonds.

ARTICLE 12. MISCELLANEOUS 
12.1 Notices.

(A) Until a party provides the other parties with written notice of a change of address, all written notices to be given under this Indenture shall be given by mail at the following addresses:

	If to the Trustee:
	U.S. Bank National Association

Corporate Trust Services
PD-OR-P6TD
555 S.W. Oak Street
Portland, OR 97204



	If to Ambac Assurance:
	

	If to the City:
	City Hall
1221 SW 4th Room 120
Portland, OR 97204

Attention: Debt Manager

	If to Portland General Electric Company while it is the Purchaser
	As provided in the Original Power Sales Agreement


(B) Any such notice shall be deposited in the United States mail in registered or certified form (return receipt requested), with postage fully paid, except when permitted to be given by first class mail.

12.2 Governing Law.

This Indenture shall be construed and governed in accordance with the laws of the State of Oregon.  Any action regarding this Indenture or the transactions contemplated hereby shall be brought in an appropriate court for the State of Oregon in the County of Multnomah, Oregon.

12.3 Partial Invalidity.

Any provision of this Indenture found to be prohibited by law shall be ineffective only to the extent of such prohibition, and shall not invalidate any remainder of this Indenture.

12.4 Binding Effect; Successors.

This Indenture shall be binding upon and inure to the benefit of the parties and their respective successors and assigns.  Whenever in this Indenture any party hereto is named or referred to, such reference shall be deemed to include the successors or assigns thereof, and all covenants and agreements contained in this Indenture by or on behalf of any party hereto shall bind and inure to the benefit of the successors and assigns thereof whether so expressed or not.

12.5 Execution in Counterparts.

This Indenture may be executed in several counterparts, each of which shall be an original and all of which shall constitute but one and the same agreement.

12.6 Destruction of Canceled Bonds.

Whenever in this Indenture provision is made for the surrender to or cancellation by the Trustee and the delivery to the Trustee of any Bonds, the Trustee may, in lieu of such cancellation and delivery, destroy such Bonds.

12.7 Headings.

The headings or titles of the several Sections hereof, and any table of contents appended to copies hereof, shall be solely for convenience of reference and shall not affect the meaning, construction or effect of this Indenture.  All references herein to “Articles,” “Sections,” and other subdivisions are to the corresponding Articles, Sections or subdivisions of this Indenture; and the words “herein,” “hereof,” “hereunder” and other words of similar import refer to this Indenture as a whole and not to any particular subdivision. 
IN WITNESS WHEREOF, the City of Portland, Oregon has caused this Indenture to be signed in its behalf, in its corporate name, by its Debt Manager, and U.S. Bank National Association, Portland, Oregon has caused this Indenture to be signed in its behalf, in its corporate name, by one of its trust officers, all as of the day and year first above written.

CITY OF PORTLAND, OREGON

By______________________________


Debt Manager

U.S. BANK NATIONAL ASSOCIATION
Portland, Oregon, as Trustee

By______________________________


Vice President
Attachment A
Form of Series 2005 Bond

	No. R-«BondNumber»
	$«PrincipalAmtNumber»


United States of America

State of Oregon

Counties of Multnomah, Washington and Clackamas

City of Portland

Hydroelectric Power Revenue Refunding Bonds, Series 2005
(Federally Taxable)

Dated Date:  ____, 2005

Interest Rate Per Annum:  «CouponRate»%

Maturity Date:  October 1, «MaturityYear»
CUSIP Number:  736742«CUSIPNumbr»
Registered Owner:  -----Cede & Co.-----

Principal Amount:  -----«PrincipalAmtSpelled» Dollars-----

The City of Portland, Oregon (the "City"), for value received, acknowledges itself indebted and hereby promises to pay to the Registered Owner hereof, or registered assigns, but solely from the sources described below, the Principal Amount indicated above on the Maturity Date indicated above together with interest thereon from the date hereof at the Interest Rate Per Annum indicated above, computed on the basis of a 360‑day year of twelve 30‑day months.  Interest is payable semiannually on the first day of April and the first day of October in each year until maturity or prior redemption, commencing April 1, 2006.  Payment of each installment of interest shall be made to the Registered Owner hereof whose name appears on the registration books of the City maintained by the Trustee for the Series 2005 Bonds as of the close of business on the fifteenth (15th) day of the calendar month immediately preceding the applicable interest payment date.  For so long as this Series 2005 Bond is subject to a book-entry-only system, principal and interest payments shall be paid in same day funds on each payment date to the nominee of the securities depository for the Series 2005 Bonds.  On the date of issuance of this Series 2005 Bond, the securities depository for the Series 2005 Bonds is The Depository Trust Company, New York, New York, and Cede & Co. is the nominee of The Depository Trust Company.  Such payments shall be made payable to the order of "Cede & Co."

This Series 2005 Bond is one of a duly authorized series of bonds aggregating $____ in principal amount designated as Hydroelectric Power Revenue Refunding Bonds, Series 2005 (Federally Taxable) (the "Series 2005 Bonds").  The Series 2005 Bonds are issued for the purpose of refunding bonds previously issued by the City in connection with two hydroelectric power facilities on the Bull Run River (the “Project”), as provided in City Ordinance No. ____ of the City adopted on November __, 2005 (the “Ordinance”).  The Series 2005 Bonds are issued under and pursuant to a Trust Indenture (the “Indenture”) between the City and U.S. Bank National Association, as trustee (the “Trustee”), and in full and strict accordance and compliance with all of the provisions of the Constitution and Statutes of the State of Oregon and the Charter of the City.  

The Series 2005 Bonds constitute valid and legally binding special obligations of the City.  The Series 2005 Bonds are payable solely from the Gross Revenues relating to of the Project and amounts held by the Trustee under the Indenture, as defined and provided in the Indenture. This Series 2005 Bond is not a general obligation of the City of Portland or any other government.  Neither the full faith and credit nor the taxing powers of the City, the State of Oregon or any other political subdivision thereof is pledged to the payment of the principal of, premium (if any) or interest on the Series 2005 Bonds.  No Owner of any Series 2005 Bond shall have the right to compel the City to exercise its taxing powers to pay any amounts owing under or with respect to the Series 2005 Bonds.
The City may issue obligations that have a lien on the Gross Revenues relating to of the Project and amounts held by the Trustee under the Indenture as provided in the Indenture.

The Series 2005 Bonds are initially issued as a book-entry-only security issue with no certificates provided to the beneficial owners.  Records of ownership of beneficial interests in the Series 2005 Bonds will be maintained by The Depository Trust Company and its participants.

Should the book-entry only security system be discontinued, the Series 2005 Bonds shall be issued in the form of registered bonds without coupons in denominations of $5,000 or any integral multiple thereof.  Such bonds may be exchanged for bonds of the same aggregate principal amount, interest rate and maturity date, but different authorized denominations, as provided in the Indenture.

The Series 2005 Bonds are subject to optional [and mandatory] redemption under the terms stated in the Indenture.

Unless the book-entry-only system is discontinued, notice of any call for redemption shall be given as required by the Blanket Issuer Letter of Representations to The Depository Trust Company, as referenced in the Declaration. Interest on any Series 2005 Bond or Bonds so called for redemption shall cease on the redemption date designated in the notice. The Trustee will notify The Depository Trust Company promptly of any Series 2005 Bonds called for redemption. If the book-entry-only system is discontinued, notice of redemption shall be given by first-class mail, postage prepaid, not less than thirty days nor more than sixty days prior to the date fixed for redemption to the registered owner of each Series 2005 Bond to be redeemed at the address shown on the bond register; however, any failure to give notice shall not invalidate the redemption of the Series 2005 Bonds.

Any exchange or transfer of this Series 2005 Bond must be registered, as provided in the Ordinance, upon the bond register kept for that purpose by the Trustee.  The exchange or transfer of this Series 2005 Bond may be registered only by surrendering it, together with a written instrument of exchange or transfer which is satisfactory to the Trustee and which is executed by the registered owner or duly authorized attorney.  Upon registration, a new registered Series 2005 Bond or Bonds, of the same series and maturity and in the same aggregate principal amount, shall be issued to the transferee as provided in the Ordinance.  The City and the Trustee may treat the person in whose name this Series 2005 Bond is registered on the bond register as its absolute owner for all purposes, as provided in the Ordinance.

This Series 2005 Bond shall remain in the Trustee’s custody subject to the provisions of the FAST Balance Certificate Agreement currently in effect between the Trustee and DTC. 

IT IS HEREBY CERTIFIED, RECITED, AND DECLARED that all conditions, acts, and things required to exist, to happen, and to be performed precedent to and in the issuance of this Series 2005 Bond have existed, have happened, and have been performed in due time, form, and manner as required by the Constitution and Statutes of the State of Oregon and the Charter of the City; and that the issue of which this Series 2005 Bond is a part, and all other obligations of the City, are within every debt limitation and other limit prescribed by such Constitution and Statutes and City Charter.

IN WITNESS WHEREOF, the Council of the City of Portland, Oregon has caused this Series 2005 Bond to be signed by facsimile signature of its Mayor and countersigned by facsimile signature of its Auditor, and has caused a facsimile of the corporate seal of the City to be imprinted hereon, all as of the __ day of _______, 2005.
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	City of Portland, Oregon
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Vera Katz, Mayor
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Gary Blackmer, Auditor


STATEMENT OF INSURANCE

[to be added]
THIS SERIES 2005 BOND SHALL NOT BE VALID UNLESS PROPERLY AUTHENTICATED BY THE REGISTRAR IN THE SPACE INDICATED BELOW.

This Series 2005 Bond is one of a series of $_____ aggregate principal amount of City of Portland, Oregon, Hydroelectric Power Revenue Refunding Bonds, Series 2005, issued pursuant to the Ordinance described herein.

Date of authentication:  _________

U.S. Bank National Association, as Trustee

Authorized Officer

ASSIGNMENT



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




(Please insert social security or other

identifying number of assignee)

this bond and does hereby irrevocably constitute and appoint 






 as attorney to transfer this bond on the books kept for registration thereof with the full power of substitution in the premises.

Dated:





--------------------------------------------

NOTICE:  The signature to this assignment must correspond with the name of the registered owner as it appears upon the face of this bond in every particular, without alteration or enlargement or any change whatever.

	NOTICE:  Signature(s) must be guaranteed by a member of the New York Stock Exchange or a commercial bank or trust company
	Signature Guaranteed

__________________________________
(Bank, Trust Company or Brokerage Firm)


__________________________________
Authorized Officer




The following abbreviations, when used in the inscription on the face of this bond, shall be construed as though they were written out in full according to applicable laws or regulations.


TEN COM ‑‑ tenants in common


TEN ENT ‑‑ as tenants by the entireties


JT TEN ‑‑ as joint tenants with right of survivorship


          and not as tenants in common


OREGON CUSTODIANS use the following


_________________ CUST UL OREG __________________ MIN


     as custodian for


(name of minor)


OR UNIF TRANS MIN ACT


under the Oregon Uniform Transfer to Minors Act

Additional abbreviations may also be used though not in the list above.

Attachment B

List of Permitted Investments

Permitted Investments are limited to the following while the Series 2005 Bond Insurance Policy is in effect:

A. 
Ambac Assurance will allow the following obligations to be used as Permitted Investments for all purposes, including defeasance investments in refunding escrow accounts.

(1)
Cash (insured at all times by the Federal Deposit Insurance Corporation),

(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

· All direct or fully guaranteed obligations

· Farmers Home Administration

· General Services Administration

· Guaranteed Title XI financing

· Government National Mortgage Association (GNMA)

· State and Local Government Series


Any security used for defeasance must provide for the timely payment of principal and interest and cannot be callable or prepayable prior to maturity or earlier redemption of the rated debt (excluding securities that do not have a fixed par value and/or whose terms do not promise a fixed dollar amount at maturity or call date).

B.
Ambac will allow the following obligations to be used as Permitted Investments for all purposes other than defeasance investments in refunding escrow accounts.

(1)
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

· 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).

· 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 Ambac

(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 “AAAm-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) (i) 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 paragraph A(2) 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 Ambac Assurance Corporation (supported by appropriate opinions of counsel); and

(9)
Other forms of investments (including repurchase agreements) approved in writing by Ambac.

