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ATTACHMENT A — DETAILED DISCUSSION
1. The Salinas Valley Solid Waste Authority

The Salinas Valley Solid Waste Authority (“Authority””) was formed in December 1996
through a joint exercise of powers agreement (“JPA”) between the County of Monterey
(“County”), and the cities of Salinas, Gonzales, Greenfield, Soledad and King City (individually,
each city may be referred to by its proper name, collectively they are referred to as the “Cities™)
(the County and the Cities may also be referred to individually as a “Member” or collectively as
the “Members”). The jurisdictional boundaries of the Authority are generally those of the Cities
and the unincorporated area outside the jurisdictional boundary of the Monterey Regional Waste
Management District (“District™). A map of the Authority’s jurisdiction is enclosed as Exhibit 1.

In light of the California Integrated Waste Management Act of 1989, which required the
preparation of a County Integrated Waste Management Plan setting forth goals for waste
management and reduction, the Members decided that “it would be to their mutual advantage
and benefit to work together and share costs to plan and implement source reduction, recycling,
composting, public education, household hazardous waste management, and other solid waste
management programs, facilities, landfills, and collection services.”' The purposes of the
Authority are set forth in the JPA:

a. To acquire and manage the landfill assets of each Member and ensure long-
term landfill capacity for the region;

b. To provide a unified and coordinated solid waste management system for the
Members, including efficient facility and program planning and development and
comprehensive and cost-effective solid waste management services;

c. To demonstrate a commitment to, and facilitation of, the development of the
most efficient and cost-effective strategies for source reduction, achieving
recycling goals, expanding composting and encouraging the establishment of
market for recycled products and recycling industries; and

d. To exercise all other appropriate powers reasonably necessary to carry out the
purposes of the JPA.?

Pursuant to the JPA the Authority is a separate entity from each of its constituent
Members, and is run by a separate Board of Directors (“Board”). The Board consists of nine
members; three appointed by Salinas, two by the County, and one each by the remaining
Members. Each Director is entitled to one vote, and five votes are required to do business;
however, at least one of those five votes must be by a Salinas representative. Thus Salinas has

! Exhibit 2, JPA, at page 1, Recitals D and E. A variety of sources are cited herein. All cited
pages from each specific source are grouped together as numbered Exhibits. For example, the
cited pages from the JPA are enclosed as Exhibit 2. The initial citation to each Exhibit shall
indicate the specific source; thereafter the citation shall be only to the Exhibit with further
indentifying information, such as a page, paragraph or section number.

2 Exhibit 2 at page 2, paragraph 1.
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an effective veto, and exercises significant control or influence over the business of the Board
and the activities of the Authority.”

The JPA authorized the Authority to acquire the various solid waste disposal assets of the
Members, including, but not limited to, the Crazy Horse Landfill owned by Salinas, and the
Johnson Canyon, Jolon Road, and Lewis Road Landfills, owned or controlled by the County.
Exhibit A to the JPA set out the terms of acquisition of these assets: the Authority would pay $8
million to the City of Salinas for the acquisition of the Crazy Horse Landfill, but the County
would essentially receive nothing for its transferred assets.”

2. The Crazy Horse Landfill Installment Purchase Agreement

In furtherance of the Crazy Horse Landfill purchase, in August of 1997 Salinas and the
Authority entered into an Installment Purchase Agreement (“IPA”) in the principal amount of
$8,000,000. The IPA carried an interest rate of 7.91%, and called for level payments of
approximately $700,000 per year over 30 years. The principle and interest components of the
payment varied over time, with an interest component starting at approximately $631,500 in
1998 and ending at approximately $29,500 in 2027. Interest payments would total

3 Exhibit 3, Official Statement, Salinas Valley Solid Waste Authority Revenue Bonds, Series
1997 (1997 OS”), page 13. (An “Official Statement” is the equivalent of a prospectus for a
corporate bond issuance or stock offering, and sets forth facts upon which potential purchasers of
municipal bonds rely when deciding whether to purchase the securities. Pursuant to federal
securities regulations, the representations in the OS are required to be materially accurate.) The
1997 OS also states that the County has “significant influence” over the activities of the
Authority, but that statement is difficult to justify based upon the structure of the Authority
which requires that to do business, one Salinas vote is always required; the County has no
equivalent voting advantage (nor does any other Member for that matter). The 1997 OS also
noted that, at the time, the day-to-day activities of the Authority were carried out by Salinas staff,
and that the Acting Executive Director of the Authority was the Salinas City Manager. Exhibit 3
at page 13. The source of much of the information for the 1997 OS is an accompanying Report
on Solid Waste Projects prepared by the Authority’s Consulting Engineer, Brown, Vence &
Associates (the “1997 Engineer’s Report).

* Exhibit 2 at Exhibit A thereto, “City of Salinas Landfill Transfer of Ownership Requirements,”
Item 3.3; Salinas Crazy Horse Landfill Preliminary 18 month budget, “Capital Projects,” “Crazy
Horse purchase;” Monterey County Landfill Preliminary 18 month budget. Exhibit A to Exhibit
2 also called for the Authority to pay to the County “$2,500,000.00 or such other amount as is
prudent or necessary to allow the authority [sic] to fund certain obligations of the Authority for
no more than three years from the date escrow closes on the sale of the landfills to the
Authority.” This amount was to be deposited into an escrow account to be used by the Authority
for its costs or obligations. Exhibit A to Exhibit 2, County of Monterey Landfill Transfer of
Ownership Requirements, Item 5.3 Financing Arrangement. Thus, unlike Salinas, the County
did not receive any compensation for the transfer of its assets to the Authority. The 1997 OS
states that “due to the unique nature of the parties and transactions, the Authority makes no
representations as to whether [these landfills transfers] occurred at arms length or at fair market
value.” Exhibit 3 at page 13.
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approximately $13,000,000 for a total payment (including the $8,000,000 in principal) of
approximately $21,000,000.° The Authority could prepay all or a portion of the balance due with
a prepayment premium of 1% of principal if prepaid prior to March of 2003.°

3. The Waste Delivery Agreement

In about September of 1997, each Member entered into a Waste Delivery Agreement
with the Authority. These agreements obligated the Members to cause all waste collected by
them or their franchise haulers to be delivered to the Authority’s facilities.” This “flow control”
was designed to ensure maximum revenues to the Authority. The Waste Delivery Agreements
were an important prerequisite to the issuance of revenue bonds by the Authority in order to raise
capital for projects. In the Waste Delivery Agreement the Authority covenanted to provide solid
waste disposal services, but also to “exercise all reasonable efforts to minimize the costs incurred
[in providing such services].”®

4. The Series 1997 Revenue Bonds

At about the same time, in November of 1997, the Authority issued its first series of
revenue bonds, the Series 1997 Revenue Bonds (“1997 Bonds”) in the principal amount of
$9,060,000 payable over 30 years (final maturity in 2027). The bonds were issued to fund
various projects associated with the operation of the solid waste landfill system acquired by the
Authority and to be operated by it, including a gas collection and flare system, and landfill liner
for the Crazy Horse Landfill, and a partial liner for the Johnson Canyon Landfill.” Also included
would be various costs of bond issuance.'® The bonds were issued in various maturities and
ranged in interest rates from a low of 4.40% for a maturity in 1999, to a high of 5.80% for a
maturity in 2027. These rates were consistent with the yield for a 30-year high grade municipal
bond issued in 1997 (5.50%), being slightly lower than the yield on a 30-year U.S. Treasury
bond (6.50%), and significantly lower than a corporate bond (7.26%) issued at the same time."
The rates on the 1997 Bonds are significantly lower than the rate given to Salinas for the
purchase of the Crazy Horse Landfill.

1

The 1997 OS also included a forecast of waste deliveries to the Authority’s system
through 2028 on a fiscal year (“FY”) basis. For FYs 1998/99, 1999/00, and 2000/01 the forecast
was for 202,729 tons, 200,495 tons, and 193,652 tons, respectively. Beginning in FY 2012/13
the forecast called for delivery of approximately 230,000 tons of waste, with that rate increasing
through FY 2027/28 with a forecast high of approximately 287,000 tons.'> The forecast of waste
delivery is significant in that repayment of the Series 1997 Revenue Bonds was pledged from the

> Exhibit 4, IPA at pages 1 — 3, and Exhibit C thereto.

5 Exhibit 4 at pages 4-5, Section 311

" Exhibit 5, Waste Delivery Agreement, at pages 4 — 5, Section 2.1.
8 Exhibit 5 at pages 5 — 6, section 2.2 (a).

? Exhibit 3 at pages 2-3.

10 Exhibit 3 at page 3.

" See, Exhibit 6.

12 Exhibit 3 at page 25.
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net revenues of the Authority, which are based on revenues primarily from the delivery of waste
(“tipping fees™) minus operating expenses.”” In theory, because the repayment of the bonds was
fixed over time, the tipping fee charged by the Authority could be inversely proportional to the
amount of waste delivered; the more waste delivered the lower the tipping fee.!

The 1997 OS also discussed competition for waste delivery. At the time, the Authority’s
tipping fee was $39 per ton for waste delivered from all Members except Salinas, for which the
tipping fee was $23.30 per ton until January of 2000. In January of 2000 the Authority’s tipping
fees were to be equalized, resulting in an approximate $40 per ton fee for waste delivered from
all Members.'®> The 1997 Engineer’s Report noted that, assuming the $40 per ton equalized rate,
“the Authority landfills will continue to be a more economical alternative than [Monterey
Regional Waste Management District’s] Marina Landfill,” for which the tipping fee was
approximately $39 per ton.'®

Citing the 1997 Engineer’s Report, the 1997 OS stated the following with respect to the
potential for waste disposal competition: “The Authority believes that the tipping fees charged
by the Authority are, and will continue to be competitive with other waste disposal sites which
potentially could be utilized by waste haulers in the Authority service area, . . 2 The 1997 OS
went on to point out that factors outside the control of the Authority could affect the relation
between the Authority’s fees and those of its competitors, making the alternative disposal
locations more cost effective.!® The 1997 Engineer’s Report concluded “[t]he competition

should not interfere with the Authority’s ability to attract sufficient waste over the term of the
bonds.”"

The 1997 Bonds were accompanied by a Master Indenture (“1997 Master Indenture”)
between the Authority and the Trustee (BNY Western Trust Co.) on behalf of the purchasers of

3 Exhibit 3 at page iii, “Security and Source of Payment for the Series 1997 Bonds.” This
description is an oversimplification. At the time, the Authority did not operate the landfills, and
shared a portion of the tipping fee at each with the operator. In the case of the Crazy Horse
Landfill, the Authority received a percentage of the tipping fee, characterized as the “Crazy
Horse Landfill Surcharge.” The Authority anticipated that the relationship with the operators
would change in the future and that it would receive all tipping fee revenue. Exhibit 7, 1997
Engineer’s Report, at pages 5-4 through 5-8.

Y This assumed, of course, relatively constant operating costs. Covenants associated with the
issuance of the 1997 Bonds also required the Authority to maintain net revenues equaling 120%
of debt service. This ensured sufficient total revenues at any one time to pay debt service and
cover operating costs.

15 Exhibit 7 at pages 3-13 through 3-16.

1o Exhibit 7 at pages 3-13 through 3-16.

" Exhibit 3 at page 27.

8 Exhibit 3 at page 30.

¥ Exhibit 7 at page 3-16
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the securities.”’ The 1997 Master Indenture contained numerous covenants with respect to the
1997 Bonds. One of those covenants was to maintain “competitive” tipping fees: “The Authority
will, to the extent permitted by law, use its best efforts and take whatever actions are within the
scope of its powers to insure that the tipping fees charged by the Authority for the disposal of
solid waste remain competitive with the tipping fees charged by other operations similar to [the
Authority in the Authority’s vicinity]; provided, however, [this covenant does not affect] the
obligation of the Authority to set rates, charges and tipping fees to generate Net Revenues as
required by the [1997 Master Indenture]” (emphasis in original).”!

Considering the statements in the 1997 OS and the 1997 Engineer’s Report, the import of
this covenant is readily apparent; while required to maintain a certain level of Net Revenues, the
Authority is required to maintain competitive tipping fees in order that other disposal facilities in
the area do not become an attractive option for the Members, which would present a risk that the
gross revenues (and thus Net Revenues) available to the Authority would be reduced.

5. The Series 2002 Revenue Bonds

In 2002, the Authority issued a second series of revenue bonds (“2002 Bonds”) in the
principal amount of $39,845,000 payable over 30 years (final maturity in 2031). The bonds were
issued to refund the remaining balance on the 1997 Bonds (approximately $8,000,000), pre-pay
to Salinas a portion of the IPA (approximately $3,422,000), and, along with other revenues
available to the Authority, fund various projects associated with the operation of the Crazy
Horse, Johnson Canyon, Lewis Road and Jolon Road Landfills, and acquire a transfer station
located in Salinas.*? Also included would be various costs associated with planning for long
term disposal capacity, and costs of bond issuance.”> The bonds were issued in various
maturities and ranged in coupon rates from a low of 3.70% for a maturity in 2008, to a high of
5.625% for maturities in 2015 —2018. The bonds were sold with varying premiums and discouts
with yields ranging from 3.25% to 5.48%%

The 2002 OS also included a summary of historical waste deliveries to Authority
facilities since the issuance of the 1997 Bonds and an updated forecast of waste deliveries to the
Authority’s system through FY 2031/32. For FYs 1998/99, 1999/00, and 2000/01, the historical
data was better than the forecast in the 1997 OS.* The updated forecast showed 51gn1ﬁcant
increases in anticipated tonnage over the forecast in the 1997 OS. Beginning in FY 2012/13 the

2% An indenture is essentially a contract between the issuer of securities and the trustee (on behalf
of the purchasers) through which the issuer makes certain promises (covenants) in order to
provide security to the purchasers that the debt service will be paid.

! Exhibit 8, 1997 Master Indenture, at page 33, Section 4.16.

22 Bxhibit 9, 2002 OS, at page 21-22. A detailed list of the projects was included at Exhibit A to
the Tax Certificate for the Series 2002 Revenue Bonds, which is attached hereto as Exhibit 10.

» Exhibit 9 at pages 6, 23.

** Exhibit 9 at Cover.

25 Compare Exhibit 9 at page 33, Table 1 with Exhibit 3 at page 25, Table 5.
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updated forecast called for delivery of approximately 269,000 tons of waste, with that rate
increasing through FY 2031/32 with a forecast high of approximately 357,000 tons.

As did the 1997 OS, the 2002 OS discussed competition for waste delivery. In 2002 the
Authority’s tipping fee had increased to $43 per ton for waste delivered from all Members.”’
The 2002 Engineer’s Report noted that the District’s tipping fee remained at approximately $39
per ton, a lower fee than the Authority’s.28 Nevertheless, the 2002 Engineer’s Report opined
that, for a variety of reasons, the District’s lower tipping fee would not cause the Members to
redirect waste to the Marina Landfill. One of those reasons was that the Member doing so would
be responsible for certain costs “including repaying its pro rata share of its Authority debt.”?
Similar to the 1997 Engineer’s Report, the 2002 Engineer’s Report concluded “[t]he competition
should n3(())t interfere with the Authority’s ability to attract sufficient waste over the term of the
Bonds.”

The 2002 OS, similar to the 1997 OS, stated the following with respect to the potential
for competition for waste disposal: “The Authority believes that the tipping fees charged by the
Authority are, and will continue to be competitive with other waste disposal sites which
potentially could be utilized by waste haulers in the Authority service area, . . ' Also similar
to the 1997 OS, the 2002 OS went on to point out that factors outside the control of the Authority
could affect the relation between the Authority’s fees and those of its competitors, making the
alternative disposal locations more cost effective.*>

The 2002 Bonds utilized the same Master Indenture as the 1997 Bonds, supplemented by
a Second Supplemental Indenture executed in 2002 (“2002 Supplemental Indenture”). Thus the
same covenants applicable to the 1997 Bonds, including the covenant to maintain “competitive”
tipping fees, were applicable to the 2002 Bonds.*

The pre-payment to the City of Salinas of a portion of the IPA (which included a 1% pre-
payment penalty) left a principle balance due of approximately $4,168,000. Pursuant to the IPA,
a new debt service schedule was created that reduced the level annual payments to approximately
$385,000 through 2027. Not including the September 2002 pre-payment totals, the revised total
of interest payable to Salinas was approximately $5,459,000, for a total of remaining principal
and interest of approximately $9,627,000.**

26 Compare Exhibit 9 at page 34, Table 2 with Exhibit 3 at page 25, Table 5.

2T Exhibit 11, 2002 Consulting Engineer’s Report (Brown, Vence & Associates) (“2002
Engineer’s Report™) at page 3-16. ‘

28 Exhibit 11 at page 3-19, Table 3-6.

? Exhibit 11 at page 3-16 — 3-17.

30 Exhibit 11 at page 3-17.

1 Exhibit 9 at page 36.

32 Exhibit 9 at pages 36-38.

33 Exhibit 12, 2002 Second Supplemental Indenture, at page 1, Recitals, and page 8, section 2.06
(a); Exhibit 8 at page 33, Section 4.16.

> Exhibit 13, Revised IPA Payment Schedule.
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6. - The County’s Notices of Intent to Withdraw

Each of the JPA and Waste Delivery Agreements contain similar provisions regarding the
ability of Members to withdraw from each. The JPA states:

(a) A [Member] may not withdraw from the Authority for a period of 15 years
after the execution of the Agreement. After the 15-year initial period, a
[Member] may withdraw by a majority vote of the governing body thercof
giving to the other [Members] one year’s written notice of such intention
to withdraw, so long as all revenue bonds or other forms of indebtedness
issues pursuant hereto, and the interest thereon, shall have been paid or
adequate provision for such payment shall have been made in accordance
with the resolution (or indenture) adopted by the Authority Board pursuant
to the law authorizing [the debt]. The [Member] withdrawing from the
[TPA] will retain its fair share of financial liability for closure and post-
closure and site remediation costs based on the tons of material it has
contributed to the Authority’s solid waste system and as determined by the
Authority in its sole discretion and such determination of the Authority
shall be binding on the [Members]. The [Member] withdrawing shall be
afforded the same rights and ability to use Authority facilities and service
as any other governmental jurisdiction which is not a [Member].

(b) Upon receipt of a [Member’s] one year [Notice of Intention], the
[remaining Members] shall meet and prepare appropriate amendments to
this Agreement to reflect the changed membership status. Such
amendment shall become effective upon the effective date of the
[Member’s] withdrawal.>

The initial 15-year period referenced in the JPA expired on or about January of 2012.
The Waste Delivery Agreement provides:

(a) The County may not withdraw from this Agreement so long as it remains a
[Member].

(b) Should the County cease to be a [Member], the County may withdraw from
this Agreement by a majority vote of the governing body thereof giving to the
Authority one year’s written notice of such intention to withdraw, so long as all
revenue bonds or other forms of indebtedness issues pursuant hereto, and the
interest thereon, shall have been paid or adequate provision for such payment
shall have been made in accordance with the resolution (or indenture) adopted by
the Authority governing board pursuant to the law authorizing [the debt].*

33 Exhibit 2 at page 10, paragraph 19.
38 Exhibit 5 at page 6, Section 3.1 (a) and (b)
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Pursuant to these provisions, the County delivered to the Authority and the Members in
July of 2012 Notices of Intent to withdraw first from the Authority and then from the Waste
Delivery Agreement. The one year notice period for each passed on July 13 and 16, 2013,
respectively, and the County is may now make a decision with respect to actual withdrawal.

The County believes that a reasonable interpretation of these provisions is that it may
withdraw without payment of any kind to the Authority for debt service. The purpose of the one
year advance notice is for the remaining Members to address how the indebtedness is to be paid,
which could be from issuing refunding bonds based on the new circumstances, reducing costs, or
raising fees, thus the obligation to meet and prepare amendments to the JPA. Notwithstanding
this interpretation, the County is prepared to commit to pay to the Authority, in either a lump
sum or in annual installments, its proportionate share of current indebtedness, and also continue
to pay its share of other long term liabilities (e.g., closure and post-closure costs). This payment
could be accomplished in several ways, but likely would come from a special fund created to
receive from its franchise waste hauler the difference between established residential and
commercial rates and a tipping fee to be negotiated with the District. This special fund would be
sufficient to pay either on an annual basis, or potentially be capitalized to make a one-time
payment. The County’s payment(s), along with the continued collection of tipping fees from
waste delivered from the remaining Members, would be sufficient to pay current debt service.
Thus, in the County’s opinion, adequate provision will be made for the continued payment of the
Authority’s indebtedness.

We understand that the Authority disputes that the County currently has the ability to
withdraw, and may not do so unless all current indebtedness is paid off in full.

7. The Series 2013 Revenue Bonds

Beginning in about 2012, the Authority began looking in earnest at refinancing the 2002
Bonds and paying off the balance due on the IPA. Ostensibly, the Authority looked to take
advantage of lower interest rates to achieve savings. A staff report from the August 16, 2012,
Authority agenda item no. 12, “Refinancing of 2002 Revenue Bonds,” noted that, provided the
Authority maintained an A+ Standard and Poor’s rating, the 2002 Bonds could be refinanced at
an interest rate of 3.75%, achieving annual savings of $210,000 over 19 years, or $2,800,000 if
“taken up front.” It was also noted that paying off the IPA at a similar interest rate could save an
additional $60,000 per year.*’

A further report was received by the Authority Board in May of 2013. At that time
expected interest rates had fallen to 3.46%, resulting in annual savings of $288,000 over the
remaining life, or $3,700,000 if “taken up front.” It appears from the discussion that the
Authority does not intend to use the savings to lower tipping fees, but rather would use the
savings, 3egither on an annual “pay-as-you-go” basis or “taken up front,” for other capital
projects.

3T Exhibit 14, August 16, 2012, Authority meeting agenda report and Meeting Highlights.
38 Exhibit 15, May 16, 2013, Authority meeting agenda report, “Next Steps for Refinancing of
2002 Revenue Bonds and Installment Purchase Agreement.”

ATTACHMENT A 8



The Authority has prepared a draft of an Official Statement for the proposed refinance,
called a “Preliminary Official Statement” or “POS” (“2013 POS”). The 2013 POS is for a
proposed issuance of revenue bonds in a preliminary principal amount of $35,090,000 (“2013
Bonds™). The 2013 Bonds would be issued in 2 series, one for which the interest is tax-exempt
and one for which the interest is taxable. The taxable series would serve to pay off the IPA, and
provide Salinas with a lump sum payment of approximately $3,225,000.%

The 2013 Bonds will also be accompanied by a Master Indenture (“2013 Master
Indenture”) between the Authority and a new Trustee (Bank of New York Mellon Trust
Company N.A.). The draft 2013 Master Indenture contains the “competitive tipping fee”
covenant identical to that in the 1997 Master Indenture (that also applied to the 2002 Bonds):
“The Authority will, to the extent permitted by law, use its best efforts and take whatever actions
are within the scope of its powers to insure that the tipping fees charged by the Authority for the
disposal of solid waste remain competitive with the tipping fees charged by other operations
similar to [the Authority in the Authority’s vicinity]; provided, however, [this covenant does not
affect] the obligation of the Authority to set rates, charges and tipping fees to generate Net
Revenues as required by the [2013 Master Indenture]” (emphasis in ori ginal).40

The 2013 POS discusses historical and projected waste deliveries. The historical data
shows that deliveries to Authority facilities from within the service area were significantly less
than projected in the 2002 0S.*! In order to obtain more tonnage, the Authority in FY 2003/04
began receiving out of County waste (the “South Valley” waste). Even with this additional
tonnage, the Authority was falling short of projections beginning in FY 2009/ 10.¥ The South
Valley waste is to cease being delivered during calendar year 2014, and projected deliveries
through 2021 are only 166,500 tons, almost one-half that projected back in 2002.8

The 2013 POS also discusses competition and the County’s Notices of Intent. For the
first time, it was acknowledged that ““if a major price differential between Authority and non-
Authority landfills were to develop, it is conceivable that one or more Members may consider
other, more cost-effective disposal options. The competing alternative would likely need to be a
significant savings for a jurisdiction to consider withdrawing from the Authority and breaching
its contractual obligations or complying with prepay obligations.” Nevertheless, the 2013 POS
concludes that the Authority will continue to be competitive.**

39 Exhibit 16, 2013 POS, at “Series 2013 Preliminary Maturity Schedule” and page 1, “Purpose.”
*0 Exhibit 17, Draft 2013 Master Indenture, at page 33, Section 4.16.

“ Exhibit 16 at page 24, Table 1. For example, in 2002 it was projected that the Authority would
receive in FY 2006/07 245,721 tons of waste, but the historical date shows a delivery of only
222.906 tons. For FY 2012/13 it was forecast that 268,682 would be delivered, but only166,500
was delivered. Compare, Exhibit 9 at page 34, Table 2 with Exhibit 16 at page 24, Table 1.

2 Compare Exhibit 9 at page 34, Table 2 with Exhibit 16 at page 24, Table 1.

> Compare Exhibit 9 at page 34, Table 2 with Exhibit 16 at page 24, Table 2.

# Exhibit 16 at page 26, “Competition.”
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With respect to the County’s potential withdrawal, the 2013 POS noted that the County
had delivered the Notices of Intent, and that, as a result of discussions, “the Authority agreed to
not spend any of the savings from the bond refunding until a comprehensive solid waste
management study is conducted” to assess the most effective and cost efficient manner of waste
disposal in the County.” The 2013 POS also noted that “[t]he actual withdrawal of a Member
would likely be subject of litigation and could have a material adverse impact on the finances
and operations of the Authority and a negative impact on the ratings of any Authority bonds and
the market price of such bonds (including the Series 2013 Bonds).”*

8. Options

As discussed in the main Board Report and shown on Attachments B and C thereto, since
about FY 2005/06 the Authority’s tipping fee net of long term liability costs (closure and post-
closure) (“Net Fee™) has grown such that by the FY ending June 30, 2013, the Authority’s Net
Fee is slightly more than the District’s; the differential being $1.42. Beginning in January of
2014, however, the disparity grows significantly. At that time the Authority’s Net Fee for the
unincorporated area will rise to $61.67 per ton, and the difference will rise to $§9.92. In FY
2018/19, when the Authority’s Net Fee is projected to rise to $90.70 per ton (Net Fee plus AB
939 cost), the disparity will be $33.56.%7 Staff believes it is possible to negotiate a long term
agreement with the Monterey Regional Waste Management District (“District”) for disposal of
all solid waste from the unincorporated County that will create even a greater differential in the
tipping fees, and that it is possible to reach agreement with the County’s franchise hauler, Waste
Management, Inc., to transport such waste at no additional cost due to efficiencies that can be
implemented in hauling patterns. Using such arrangements, the County should be able to, as the
2002 Engineer’s Report noted, pay its pro rata share of the Authority’s debt and provide for its
long term liability obligations, all while stabilizing rates for customers in the unincorporated
County and not subjecting them to the projected steep rise in the Authority’s tipping fees.

Staff believes there are discretionary projects within the Authority’s Strategic Plan, and
discretionary items in the Authority’s operational budget, the deletion of which could result in
lower tipping fees more competitive with those of the District. The projected savings from the
bond refinance could also be used to lower operational costs rather than invest in additional
capital projects. While these are business decisions of the Authority, current circumstances have
made the potential discussed in the 2013 POS, about more cost effective disposal options being
presented, come true.

Accordingly, the County has a number of options with respect to the request of the
Authority to rescind its Notices of Intent and approve the 2013 Bonds. As listed in the main

> Exhibit 16 at page 35, “Withdrawal of Members.”

0 Exhibit 16 at page 35, “Withdrawal of Members.”

T please note, as mentioned the Authority’s Net Fee does not include $17.33 of long term
liabilities that are built into the published Tipping Fee (Slide 9 from Authority’s presentation to
Board of Supervisors, April 30, 2013). If these amounts are included, the disparity between the
Authority’s fees and the District’s are even greater.
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body of the Board Report these are:
a) Rescind the Notices of Intent and approve the 2013 Bonds with conditions;
b) Rescind the Notices of Intent but not approve the 2013 Bonds;

¢) Not rescind the Notices of Intent but approve the 2013 Bonds, and instruct staff to
return in December of 2013, with a date certain for withdrawal from the Authority
and other necessary actions; or

d) Not rescind the Notices of Intent, not approve the 2013 Bonds, and instruct staff to
return in December of 2013, with a date certain for withdrawal from the Authority
and other necessary actions.

With respect to Option a), the County could condition approval on a variety of
conditions; acceptance of those conditions would be up to the Authority Board. The draft
Resolution enclosed with the Board Report as Attachment D has three conditions: 1) that the
Authority not raise rates following the implementation of a previously approved increase in the
unincorporated area on January 1, 2014, for a period of 18 months (unless the County’s 2
representatives to the Authority approve); 2) that the Authority participate in and fund a fair
share of the Regional Study mentioned in the 2013 POS; and 3) that the Authority not invest in
an autoclave or other experimental/developmental waste disposal technologies (also unless the
County’s 2 representatives approve). Staff believes these conditions will stabilize rates until the
results of the Regional Study are received and considered.

Because the County is under no duty to approve the 2013 Bonds, it may, as described in
Option b), rescind the Notices of Intent, but not approve the 2013 Bonds. If the County desires
to withdraw from the Authority but still permit it to take advantage of potential interest rate
savings, the County could follow Option c). Staff would need to return to the Board for approval
of a long term agreement with the District, as well as the funding mechanism to allow it to meet
any prepayment obligations. The County could benefit from the refinance in that the prepayment
amounts would be lower considering interest rate savings. The Board would announce a date in
the future at which time it will withdraw, after all preparations have been made.

Finally, under Option d), the County could pursue withdrawal but not approve the 2013
Bonds.
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7lo . A- O7RX6/[
J OINT DOWERS AGREEMENT BETWEEN THE CITY OF SALINAS,
THE CITY OF GONZALES, THE CITY OF GREENFIELD, THE CITY OF KING, THE
CTTY OF SOLEDAD, AND THE COUNTY OF MONTEREY CREATING
THE SALINAS VALLEY SOLID WASTE AUTHORITY -

This Ag;reement is made and entered mto by and between the fo]long pubhc emmes

() CITY OF SALINAS ("Salinas"), a municipal carporation A
(b).  CITY OF GONZALES ("Gonzales™), a municipal corporation;
(c) CITY OF GREENFIELD ("Greenfield"), a municipal corporation;
(@  CITY OF KING ("King"), a municipal corporation;
(e) CITY OF SOLEDAD ("Soledad™), a municipal corporation; and -
(fy -~ COUNTY OF MONTEREY ("County"), a pohtmal subd1v1s1on of the State of
" California. . N v , ,

-

RECITALS:

: A Each of the Parties to this Agreement is a local government enttcy functtonmc within
the Salinas Valley, in Monterey County, Cahfonua :

B.  Pursuant to Title 1, Division 7, Chapter 5, Article 1 (Section 6500, gt seq.) of the.
Government Code of the State of California, commonly known as the Joint Exercise of Powers Act
(the « TPA Act”), two or more public agencies may, by Agreement, jomtly exercise any power in.
common to the contracting Parties. ' : : - '

: : : ;o -

C. Each of the Parties to this Agreement has the power, in addition to other powers
which are common to each of them, to undertake and perform: solid waste planning and program.
mianagement, including collection services and siting: the development, construction, and operation '
of solid waste facilities, including materials recovery facilities for the recovery of recyclable and:
compostable materials; and the transfer and disposal of solid waste generated Wlthm each of the:

Pames jurisdictional boundaries. -

. D. The California Integrated Waste Management Act of 1989 (the "Act™ requires the-
preparatzon of the County Integrated Waste Management Plan which includes: Source Reduction
and Recycling Elements and Household Hazardous Waste Elements prepared by caoh jurisdiction;

a Countywide Integration Summary; and a Countywide Siting Element.

B The Parties fmd that it would be to their mutual advantage atid beneﬁ‘t to 'work
together and share costs to plan and implement source reduction, recycling, composting, public .
education, household hazardous waste management, and other solid waste mandgement programs, ,

'facﬂmes landﬁlls and collecton services.
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F. It is the desire of the Parties to use any power that they have in common which is |
reasonably necessary and appropriate to.aid in the accomplishment of these goals.

| AGREEMENT

©- NOW, THEREF ORE, based upon the mutnal promises contamed in this Agreement, the
- Parties agroe as follows: o

1. PURPOSE: The purpose of this Agreement is o establish a joinf powers authority-
to be known as the SALINAS VALLEY SOLID WASTE AUTHORITY for the purpose of:

(a) . acquiring and managing the landfill assets of each jurisdiction and ensuring long--
term landfill capacity for the region; '

(v) pfoviding a unified and coordinated solid waste manégement system for the Cities:
and the County, including efficient facility and program planning and development "
and comprehensive and cost-effective solid waste management services;

©OF démonstraﬁng 2 commitment to, and facilitation of, the development of the most
efficient and cost-effective strategies for source reduction, achieving recycling goals, .
expanding composting and encouraging the establishment of markets for recycled

products and recycling industries; and

(d) é;;arcising all other appropriate powers reasonably necessafy 1o carry out the purpose 1
of this Agreement. ‘ e - L

2. ESTABLISHMENT OF THE AUTHORITY: There is hereby established pursuant -
to the JPA Act an Authority which shall be a public entity separate from the Parties to this -
Agreement. The name of sald Authority shall be the SALINAS VALLEY SOLID WASTE
AUTHORITY (the “Authority”). The boundaries of the Autthority shall,be coextensive with the *
boundaries of the-cities of Salinas, Gonzales, Greenfield, King, and Soledad, and the umincorporated
areas of Monterey County (excluding those portions of the unincorporated areas that are within the -
boundsaries of the Montérey Regional Waste Management District). ~ ‘

3. MEMBERSHIP OF THE GOVERNING BOARD: The Authority shall be governed
by anine member Board of Directors (the “Authority Board™) composed of three (3) members of
" the Salinas City Council, two (2) members of the Monterey County Board of Supervisors.and one
(1) member from each of the city councils of Gonzales, Greenfield, King, and Soledad. Each of'the
members appointed from the Monterey County Board of Supervisors shall be supervisors whose :
districts are at least in part within the service boundaries of the Authority. B
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@ "~ VOTES: Edch Party to this Agreement shall appoint its respective representative or
representatives to serve as a member or members on Authority Board. Each mermber shall have one
(1) vote. Five (5) votes shall be required for any action of the Authority Board and one (1) of the
five (5) votes must be from a representative-from Salinas. !

S. QUORUM: Five (5) members of the Authority Board shall constitute a quorum for
the transaction of business, except that less than a quorum may vote to adjourn a meeting.

" 6. TERMS OF OFFICE: The term of office of each member of the Authority Board -
shall be one year and shall not exceed the term of the elective office which the member holds.

7. ALTERNATES: Each Party may, in addition to thélr respective regular
appointments, appoint one or more elected officials who will serve as altemate appointees and
members of the Anthority Board and each such altemate appointee and member shall be empowered
to cast votes in the absence of a regular appointee and member or in the event of a disqualification
to vote because of conflict of nterest. Each alternate appointed shall be a member of the governing’

body of the Party making such appointment.

8. OFFICERS OF THE AUTHORITY BOARD Atits first meeung and thereafter at
the first meeting of each calendar year, the Board of Directors shall elect a President, Vice-President,
and such other officers as the Authority Board shall find appropriate, to serve the Authority Board
for a term of one year unless sooner terminated at the pleasure of the Authority Board. In the event
. the officer so elected ceases to be a Director, the resulting vacancy shall be filled at the next regular

" meeting of the Authority Board held following the occurrence of the vacancy. In the absence or
 inability of the President to act, the Vice-President shall act as President. The President, or in the
absence of the President, the Vice-President, shall preside at and conduct all Authority Board

meetings.

, 9. CHIEF ADMINISTRATIVE OFFICER: The Authority Board shall select a chief
administrative officer to serve at its pleasure. The chief administrative officer shall be responsible
to the Authority Board for the proper and efficient administration of the Authority as is or hereafter
may be placed in the chief administfaiive officer’s charge, or under the chief admiistrative officer’s
jurisdiction or control, pursuant to the provision of this Agreement, or of any ordinance, resolution,
or order of the Authority Board. The chief executive officer shall file an annual bond in an amount
specified by the Authority Board. In addition to the other powers and duties prov1de¢ the chief

administrative officer shall have the power to:
(a) Plan, organize, and direct all Authority activities under the policy direction of the
Axthority Board;

(b)  Enforce strict compliance with the approvéd anmual budget and approve only
expenditures authorized in the approved budget;
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(d)

©
®

10.

(&)

®)

Hire and manage such staff as necessary 1o carry out the prowsmns of this
Agresmcnt '

Make Iecommendaﬁons to and requests of the governing board conceminé all of the
matters which are to be performed, done, or carried out by the Authority Board; and

_ Have charge of, handle, or have access to any property of the Authonty, and shaﬂ ,
.make an mventory of all Authority property. '

Make all books and records of the Am:honty in the Chief Administrative Officer’s
hands open to inspection at all reasonable times by members of the Authority Board

or their representatives.

ADDITIONAL OFFICERS OF THE AUTHORITY:

Treasurer. The Authority Board shall select a Treasurer to serve at ﬁs pleasure. The
Treasurer of the Authority shall be the depositor and have custody of all the money
of the Authority from whatever source and shall comply strictly with the provisions
of the statutes relating to the Treasurer’s duties as provided by the JPA Act and shall
file an apnual bond in an amount specified by the Authority Board. The. Treasurer
shall ensure that all available cash on hand is at all times fully invested in a cash
management program and mnvestment portfolio pertaining thereto and ensure that
sufﬁcwnt liquidity is. maintained to meet the Authority’s cash disbursement needs.

Controller The Authonty BoaId shall appoint a Conﬁo]ler of the Authority to serve

at its pleasure. The Controller shall advise the Authority Board in connection with -
any accounting, budoetary monetary, or other financial matters relating to the .
Authority. The Controller shall file an annual bond in an amount. specified by the -

- Authorty Board. The duties and responsibilities of the Controller include, but are -

not limited to, those duties set forth in the JPA Actand shall mclude the foHowmg

(1)  Establish with Authonty Board approval of the annal budget format, .
accoumts, and documentation pertaining to the budget and which most nearly

reflect the objectives of the Authoniy,

(2)  Establish and maintain the particulat funds and accounts as required by
generally accepted accounting practices applicable to public entities and which
most accurately and appropriately record and report the operahons of the |
Authority as represented by the anmual budget document;

(3)  Enforce strict compliance with the approved annual budget and approve only
) ’ expendltures authorized in the approved budget; .
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(4)  Make all books and records of the Authority in the Controller’s hands o;;en
" to inspection at all reasonable times by the members of the Authority Board

or their reprcsantatwes

ClerL The Authority Board. shall appom’c a Clerk to serve at the pleasure of the
Authority. ‘The Clerk, at the discretion of the Authority Board, may be the Chief
Administrative, Officer or the Chief Administrative Officer’s designee. The Clerk-
shall give notice of meetings of the Authority Board in accordance with the
provisions of the Ralph M. Brown Act; keep minutes of the open meetings of the
Authorty Board; and otherwise retain, record, and mamtam the official records, ﬁles
and documents of the Authority Board. :

Legal Counsel The Authonty Board shall appoint Authority Counsel to serve at the
pleasure of the Authority Board. The Authority Board may appoint additional
counsel to assist Authority Counsel or provide special services as may be required
by the Authority Board. Authority Counsel shall attend meetings of the Authority
Board as required.to advise the' Authority Board in connectlon with any legal matters.

relating to the Authonty

MEETIN GS The Authority Board shall prov1de for regula;r meetings and special

meetings in accordance with the Ralph M. Brown Act, Chapter 9, Part 1, Division 2, Title 5, of the
Government Code beginning with section 54950, or in accordance with such other regulations as the
Autthority Board may hereafter provide. The Authority Board:may provide for meeting allowances
for members or alternates in attendance at meetings. The Authority Board may adopt, from time to.
time, such rules and reg‘ula’aons including by-laws, as the Authonty Board may deéem necessary or.

\ appropnate

12.

POWERS AND FUNCTIONS: The Authonty shall have any and all powers-

" authorized by law to any of the Parties hcreto and separately to the “Awthority herein created,
‘relating, but not limited, to the: : :

@

- ()

(©

- limited f0, collection, transfer, dlsposal source reduction, recycling, compostmg, and .
household hazardous waste programs; :

Acquisition, assumpnon smng, hcensmg, constructlon, ﬁﬂancmg, d.lSpOSlthD y

condemnation, use, operation and maintenance of solid waste managemment facilities, :
transfer stations, landfills, transformation facilities, materials recovery facilities,
composting facilities, and household hazardous waste facilities; ‘

Closure planning and construction, post-closure monitoring and maintenance,
remediation, and demonstration of closure, post-closure and remediation financial

assurance for Authority landfills;

Provision of corprehensive solid waste management services, including, but not:
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()
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@
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()

@

Prcparaﬁon of and implementation of solid waste management plans that meet all the
requirements of the applicable regulatory agenc1es including respounsibility for

setting diversion goals:and paying fines;

Provision of public education and market development programs in support of the
diversion programs; '

Establishment of rates, fées charges, or surcharges for collection, transfer, léndﬁll

- and materials recovery facilities, add special local fees and collection permittee fees:
‘Rates, fees, charges, and surcharges shall be collected by direct billing at Authority

facilities or by such other methods as the Authority Board may deem appropriate;

- Granting of franchises, concessions, permits, licenses, and other- rights and

entitlements to, and entering into leases and contracts with, any person, firm, or
corporation, or agency of any state and/or federal government; :

Exercise of the power of eminent domain;
Applying for and receiving any available state and/or federal grants;

Issuing revenue bonds or other obligations as the Authority Board may deem
appropriate and which are not debts, liabilities, or obhgaﬁons of the Partxes '

Review, comment, recommend, and take such action Iegardmg mandatory collection
ordinances and land use restrictions -as descnbed in Sections 17 and 18 of tblS

Agreement

Adopt by-laws.,

Such powers shall include the common powers specified in this Agreement and may be
exercised in the manner and according to the method provided in this Agreement. All powers
" common to the Parties are specified as powers of the Authority. The Authority Board is hereby :
authorized to do all acts necessary for the exercise of such powers, including, but not limited to, any
or all of the following: to make and enter into contracts and franchises; to issue permits; to employ
agents and employees; to lease, acquire, construct, provide for maintenance and operation, or
maintain and operate, any buildings, worlks or jmprovements, to acquire hold or dispose of property
wherever located; to incuf debts, liabilities, or obligations; to receive gifts, contributions, and
donations of property, funds, services and other forms of assistance from persons, firms, corporaﬁons‘
and any governmental entity; and to sue and be sued in its own name; to sell off assets and accrue
revenues; generally to do any and all things necessary or convenient to provide reasonable options
forthe manaaement of solid wastg collection, transfer, dJsposal and diversion activities.

Without h:mtmc the foregoing generality, the Authonty may:
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(m)  Acquire and dispose of all kinds of property and utilize the power of eminent
domain, : :

() Issue, or cause to be issued, bonded and other indebtedness, and pledge any property
or revenue as security to the extent permitted by law under Article 2, Chapter 5,
Division 7; Tifle 1 (commencing with section 6540) of the Government Code or

. otherwise including, but not limited to, bonds or other evidences of indebtedness of
a nomprofit corporation issued on behalf of the Awthority or any of its Parties;

(0) Obtain in its own name all necessary permits and licenses, opinions, and rulings;

(p)  Exercise flow control, to the extent permitted by law under Title 7, Division 30,
Chapter 1, Article 2, (commencing with section 40059) of the Public Resources
Code, to deliver or cause to be delivered all of the solid waste collected within and
by or under contract to or under permit with the cities of Salinas, Gonzales,
Greenfield, King and Soledad, County or Authority, to the landfills; transfer stations,
materials recovery facilities, or any other solid waste facilities as directed by the
-Authority Board. The Authority Board shall exercise flow control such that no Party
to this Agreement or franchised or permitted collector shall suffer undue economic
hardship where any such Party or collector operates resource recovery facilities in
conjunction with its collection operation:

(@) Perform such services on behalf of the Parties as the Paraes EI'thCI jointly or
N severally, may request. A »

13. " ASSUMPTION OF PROGRAM RESPONSIBILITIES: The Authority agrees to
acquire ownership of and assume exclusive responsibility for managing landfill assets and
convenience stations of-the Parties, including the Crazy Horse Canyon Landfill, the Johnson Canyon
Landfill, the Jolon Road Solid Waste Facility, the Lewis Road Landfill, the San Ardo County
Convenience Station,-and the Bradley County Convenience Station. The exclusive responsibility
for managing landfill assets’ and convenience stations includes, but is not limited to, the
* establishment of rates, fees, charges, and sarcharges for the use of such facilifies, and ongoing and
potential liability for site remediation for each landfill asset and convenience station. ~ Each of the
Parties owning such landfill assets and convenience facilities agrees to sell such assets and facilities
to the Authority and to take such actions as may be necessary or convenient to ensure that the
Authority Board has the authority-to establish rates, fees, charges, surcharges pursuant to any
agreement, license, permit, franchise, ordinance, or resolution as provided pursuamt to this
Agreement. Acquisition, sale, and purchase of such assets will be consistent with the terms
generally described in Exhibit “A” to this Agreement. It is anticipated that a portion or all of the
costs of conveyance will be financed through the issuance of debt subject to the powers-of this
Authority as described in this Agreement. Upon execution of this Agreement, or as soon thereafter
as practical, the Parties and the Authority Board shall open an escrow, consistent with the terms
describied in Exhibit “A”, for the transfer.of the described assets and facilities. The Parties and the
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Authority Board shall diligently pursue, perform, and complete all of the terms and-conditions of
escrow in order to ensure that escrow closes in a timely manner. Except for the failure of the
Authority Board to arrange or otherwise acquire necessary financing to finance the acquisition of -
the assets and facilities, such assets and facilities shall be conveyed to the Authority.  Upon
conveyance of the above assets, the Anthority will be solely responsible for the processing of all
necessary or desirable permits, licenses, rulings, or any other entitlernents, including, but not limited
to appropriate environmental assessments, related to the operation of the conveyed landfill assets and
copvenience stations. The Authority will nat assume responsibility for the following programs
unless assigned by a Party to this Agreement and agreed to by the Authority Board govemning board:
collection, preparation of annual reports or integrated waste management plans, liability for fines
for 2 jurisdiction’s failure to meet its diversion goals, regional diversion projects, public education,
household hazardous waste programs, small quantity generator prograrns, or billing. In the event
the Authority Board assumes such responsibility, the Authority shall only be responsible for-
obligations or liabilities that arise or occur after the Authority Board agrees to such assignment. The
Autthority will not assume liability for remediation of landfill sites closed or abandoned prior to the
execution of this agreement. Upon the request of a Party to this Agreement, however, the Authority
will provide a funding mechanism énd project management for site remediation for closed or -
shandoned landfill sites which were closed or abandoned prior to the execution of this Agreement.

14. BUDGETS: Within 90 days after the first meeting of the governing board, and
thereafter prior to the commencement of each fiscal year (defined as July 1 through June 30), the
governing board shall adopt a Budget for the Authority for the ensuing fiscal year. The tentative

first-year budget is included in Exhibit "B".

15. EQUALIZATION OF RATES: . The Authority Board shall establish a schedule -
of uniform and equalized rates that will not. differentiate between geographical or jurisdictional areas
swithin the boundaries of the Authority when the earlier of the following events occurs: (a) On the
third annual anniversary of the effective date of this Agreement, or (b) the later of the dates on which
the State Integrated Waste Management Board approves a facility permit and the Regional Water
Quality Control Board approves a discharge permit that allows the Authority Board to create,.
. construct, expand, or make such other improvement of landfill facilities. which would provide at

. least an estimated additional twenty (20) years of capacity. For the purposes of this Agreement, the
phrase “estimated additional twenty (20) years of capacity” shall mean twenty years of additional
‘ capacity necessary to serve the waste stream of the entire Aurthority, as determined by the Authority
Board, and such additional capacity shall be measured in relation to the capacity estimated in the
Work Program at one of the landfill sites under the jurisdiction of the Authority on the effective date
of this Agreement. Nothing in this paragraph shall prohibit or inhibit the Authority Board from
establishing rates based on the nature or content of solid waste nor shall this paragraph prohibit or
inhibit the ability of the Authority to establish different rates for residents or businesses who teside -
outside of the jurisdiction of the Authority. In addition, this paragraph shall mot prohibit or inhibit
the ability of the Authority to establish or collect a surcharge or other additional fees relating to the
payment of an amortized amount necessary to capitalize acquisition costs identified in the Work .
Program or under the provisions of this Agreemeat. For the purposes of this Agreement, the term

8
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“Work Program” means the Work Pro grain prepaied' by Brown, Vence and Associates and submitted
~vo, and considered by, the Parties concurrently with this Agreement and the term “rates” includes

fees, charges, and surcharges.

. 16, LIMITATION OF LIABILITY: The debts, Habilities, or obligations of the
Authority do not constitute debts, Habilities, or obligations of the Parties and the Awthority shall hold
the Parties harmless and shall indemnify the Parties from any claim of loss that may arise as a result
ofthe Authority’s ownership or maintenance of the landfill assets and convenience stations described
in this Agreement or the Authority’s performance of any of its duties or powers described in this

Agreement.

17. MANDATORY COLLECTION: The Parties shall maintain mandatory solid waste
collection requirements in a form and manner at least as strict and mclusive as the requirements in
effect on the effective date of this Agreement. The Parties agree that no ordinance or regulation
effecting mandatory solid waste collection within their respective jurisdictions, and which is at least
as strict and inclusive as regulations in effect on the date of this Agreement, shall be adopted unless
_ the Authority receives thirty (30) days written notice. Each ordinance or regulation which is less
strict and less inclusive than that which is in effect at the time the ordinance or regulation is proposed
shall not become effective until such ordinance or regulation is approved by the Anthority Board.
The determination of whether 2 proposed ordinance or regulation is more or less strict or inclusive’
pursuant to this provision of this Agreement shall be made by the Authonty Board and suoh decmon'

shall be final and bmdmg on the Parties.

18.  LAND USE RESTRICTIONS The Parties acknowledge that landfill facilities may
be incompatible with other uses of land on property in the vicinity of each landfill facility. In order
to-ninimize incompatible land uses and conflicts in uses that mdy arise between a landfill facility’
and other uses in the vicinity of a landfill facility, the Parties agree that each Party shall adopt and
implement certain land use restrictions governing property in the vicinity of each landfill asset. The;
agreement to adopt and maintain such land usé restrictions shall be deemed consistent with. and in:
furtherance of the provisions of Section 1 of this Agresment Each Party that has jurisdiction of
land within two thousand, five hundred fest (2,500") of a landfill shall adopt and maintain;
appropriate zoning ordinance restrictions that (1) prohibits the issuance ofa building permit or any-
other entitlément for use for any residential building or structire within two thousand, five hundred:
feet (2,500 of an active landfill. and (2) requires conditional use permit review and approval for:
any commercial, office, or industrial use to be constructed or developed within two thousand, five
hundred fest (2,500") of any landfill and for any residental building or structure within two-
thousand, five hundred feet (2,500 of any closed landfill. For'the purpose of this Agreement, the.
term “closed landfill” shall mean any landfill facility which is no longer used for on-site disposal

of solid waste and does not include a transfer station. Any conditional use permit reviewed pursuant
to this Section 18 of the Agreement shall not be approved until the application has been reviewed
and considered by the Authority Board. Any conditions of approval recommended by the Authority
Board shall be incorporated as conditions of approval of the conditional use permit, unless the-
governing board of the affected Party unammously votes to modify or delete any such conditions;
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of approval. In the event the Authority Board recommends denial of the condifional use permit, the
governing board of the affected Party shall deny the conditional use permit unless the governing
board by a unanimous vote approves the conditional use permit. The provisions of this Section 18
of the Agreement and any attendant zoning restrictions shall not apply to buildings or uses existing
on the date of this Agreement, nor shall such provisions apply to any replacement, remodel, or
 expansion of any building’ existing on the date of this Agreement. In the eventa Party fails to adoP{

the Jand use restrictions contained in this Section 18 of the Agreement in a timely mauner, the Party.
shall hold the Awthority harmless and shall indemnify the Authority for any and all damages the
" Authority may suffer as a result-of any claim or lawsuit initiated by an owner or occupant of property -
within two thousand, five hundred feet (2,500") of the landfill facility for damages to the property,
or for loss of use of such property, due to the operations of the Authority at the landfill facility or

the use of the landfill facility for landfill operations.

19. TERM AND WITHDRAWAL: This Agreement shall be effective when signed
by each Party and shall continue for so long as may be necessary to carry out the purpose of this
Agreement or until terminated by mutual consent of the governing bodies of all Parties, whichever

is earlier; provided, however, that:

(a) } A Party to this Agreement may not withdraw from the Authority for a period of 15
years after the execution of this Agreement. After the 15-year initial period, a Party

hereto may withdraw from this Agreément by a W@g&y
thereof giving to the other Parfies one year's written notice of such intention to

- withdraw, so long as all revenue bends or other forms of indebtedness issues
pursuant hereto, and the interest thereon, shall have been paid or adeguate Provision

for such payment shall have been made in accordance with the resolution ‘(or
indenture) adopted by the Authority Board pursuant to the law authorizing the
issuance thereof or the approval of the debt. The Party withdrawing fiom the
M%@ fair share of financial liability for closure and post-closure
and site remediation Costs based on the tons of material it has contributed fo the
Anthority's solid waste system and-as defermined by the Authority in its sole
discretion and such determination of the Authority shall be binding on the Parties.

Y The Party withdrawing shall be afforded the same rights and ability to use Autherity
X facilities and services as any other governmental jurisdiction which is not 2 member

of the Authority.

@ Upon receipt of a Party’s one year notice of intention to withdraw, the members
who will be remaining in the Authority shall meet and prepare appropriate
amendments to this Agreement to reflect the changed membership status. Such
amendments shall become effective upon the effective date of the Party’s

withdrawal.

@ ~ This Agreement canmot be amended in any way to the detriment of the holders of any
revenue bonds or other forms of indebtedness which are outstanding in accordance
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with any resolution (or mdenture) adopted by the Authon’cy board pursuant to the law -
authorizing issuance thereof. .

20. - TERMINATION OF THE AUTHORITY: This Agreement shall remain in effect

- until terminated by mutnal consent of all of the governing bodies of all Parties to this Agreement.
The resolution to terminate must be passed by a majority vote of each governing board of each of -

 the Parties to this Agreement.

: 21. DISPOSITION OF - AUTHORITY ASSETS AND LIAB]LITIES UPON -
TERMINATION: ,

(a) } In the event of termination of the Authority where there is a successor public entity -
which will catry on the activities of the Authority and assume its assets, liabilities, -
obligations, and funds, including any interest earned on deposits, remaining upon
termination of the Authority and after payment of all obligations, the assets and -
liabilities of the Authority shall be transferred to the successor public entity.

(by . Ifthereis no successor public entity which would carry on any of the activities of the
' Authority or assume any of its assets, lHabilities, obligations, and funds, including any
~ interest earned on deposits, remaining upon termination of the Authority and after
payment of all obligations, the assets and liabilities shiall be returned in proportion

to the coniribution of each Party during the term of this Agreement. If bonds are

- issued or large capital projects, such as closure construction are initiated during the

" term of this agreement, then m no event shall the exercise of the powers herein
granted be terminated until all bonds so issued and the interest thereon shall have

 been paid or provmon of such payment shall have been made

(c) If there is a successor public entity which would undertake some of the functions of
the Authonty and assume some of its assets, Ijabilities, obligations, and funds,
including any interest earned on deposits, remaining upon termination of the
Authority and after payment of all obligations, the assets and liabilities shall be -
allocated by the govemmg board between the successor pubhc entity and the Parties.

In the event the Authority is termiuated under circumstances fallmg within (b) or (c) above,
all decisions of the governing board with regard to determinations of assets or liabilities to be
transferred to the Parties or any sucoessor shall be final. ' '

/w AMENDMENTS: This Agreement may be amended by the afﬁrmatlve vote of the
govertng bOleS of each of the Parties. _ _

23. RESTRICTIONS ON AUTHORITY: For the purposes of satisfying the requirements
of Government ‘Code Section 6509, the restrictions on the power of the City of Salinas shall be

applicable to the Authority.
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24. DEFINITIONS For purposes of tﬁe furtherance of this Agrecmcnﬁ unless the
context otherwise requires, the definitions in the Act, under Title 7 of the Public Resources Codes,
Division. 30, Part 1, Chapter 2, begmnmg with section 40100, govern the oonstructlon of tb13 -

Agreement.

_ 25, COUNTERPARTS: This Agreement may be executed in mulﬁple Gounterparts; each
of which shall be deemed an original, but all of which shall be deemed to constitute one and the
same instrument.

26. . EFFECTIVEDATE: This Agreement shall be deemed effective and in fill force and
effect on January 1, 1997. A

-

IN WITNESS WHEREOF, the Parties hereto have executed this Agreement on the date

. evidenced below:

ATTEST: (l/ym (et } CITY OF SALINAS
CITY CLERK :

APPROVED ASTO fORM BY: /\/Zé(\/lx/j
%Mm e Ea

/ fes} CITY ATTORNEY pate: b 194-9 7+

ATTEST: fa/f CL@@J CITY OF GONZALES
\ f//jz/ S

DATE; /yf/ 7/7é

ATTEST: @U%% CITY OF GREENF]:ELD
- BY: \_gﬂé&— '

APPROVED ASTO FORM
: MAYOR

ADA’i‘E:' /Z——[//?/C?Cp

12
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ATTEST: WW

15/57/4¢6  CITY CLERK

- APPROVED AS TO FORM:

ATTESf: /@ﬂg/ |

CITY CLERK -

APPROVED AS TO FORM
el Y v
- CITY ATT%X\TE

ATTEST: - :
CLERK OF THE BOARD
- . OF SUPERVISORS
APPROVED AS TO FORM:
COUNTY COUNSEL
11/26/96

ANSVSWAJPA

' CITY OF KING

_"EY: M < %W

bAiE /}/ 7/?@

CITY OF SOLEDAD

v Tokdois //5}@

. BMAYOR
DATE:, ?//a/? 7

COUNTY OF MONTEREY

CHATR OF THE BOARD
OF SUPERVISORS

DATE: /2 /3/7(0-
/7
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EXAIBIT A-;

CITY OF SALINAS

LANDFILL TRANSFER OF OWNERSHIP REQUIREMENTS

SITE DESCRIPTION
Item 1.1: Address: 350 Crazy Horse Canyon Road

Item 1.2: Parcel Number: Monterey County Assessor Parcel Numbers 125-271-39 & 125-271-58

Item 1.3: Site Map: See attached

CRAZY BORSE LANDFILL FUND BALANCES AS OF JANUARY 1, 1997
Item 2.1: Total Enterprise Fund to be transferred to the Authority: $6,674,047
Item 2.2: Includes Closure Fund to be maintained by the Authority: $1,982,558

Ttem 2.3: Includes Article 5 Fund to be maintained by the Authority: $2,000,000

TERMS TO TRANSFER OF OWNERSHIP
Item 3.1:  Closure Fund and Article S Fund to be paid in full and transferred to Authority.
Item 3.2: Remaining balance of the Enterprise fund to be transferred to the Authority.

Item 3.3: Salinas is to receive a one-time payment of $8,000,000 from the Authority for
purchase of the Crazy Horse Landfill.

CRAZY HORSE METHANE FACILITY

Item 4.1: Property and Operation to Remain with the City of Salinas

EXHIBIT 2
to
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COUNTY OF MONTEREY

LANDFILL TRANSFER OF OWNERSHIP REQUIREMENTS

1 SITE DESCRIPTIONS -1Sezanacied sire maps)

Item 1.1: Johnson Canyon Road Landfill - Address, Assessor’s Parcel Number, Site Map
Item 1.2: Jolon Road Landfill - Address, Assessor's Parcel Number, Site Map

Item 1.3: Lewis Road Landfill - Address, Assessor’s Parcel Number, Site Map

2 OQOWNERSHIP (Copies of Deeds and Leases available ar Monterey County Public Works)
Item 2.1: Johnson Canyon Road Landfill - Monterey County
Item 2.2: Jolon Road Landfill - Lease Monterey County

Ttem 2.3 Lewis Road Landfill - Monterey County

3 LANDFILL ENTERPRISE FUND BALANCES AS OF NOVEMBER 20, 1996 (See artached
- November 20, 1996 memorandum)

Item 3.1: Johnson Canyon Road Enterprise Fund
Item 3.2: Jolon Road Enterprise Fund

Item 3.3: Lewis Road Enterprise Fund

4  LANDFILL BASE CAPACITIES (See antached May 3, 1996 memorandur)
Item 4.1: Johnson Canyon Road Landfill
Item 4.2: Jolon Road Landfill

Item 4.3: Lewis Road Landfill

5 TERMS FOR TRANSFER OF OWNERSHIP
Item 5.1: Closure Fund Transfers to Authority

Item 5.2: Lease Agreement and Deeds Transferred

Item 5.3: Financing Arrangement EXHIBIT 2
to
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FINANCING ARRANGEMENT

: : e ' ; 00 or such other amount as is
; facilities to the Authority for $2,500,000. !

_he County agrees mmscélllgfvi?h:;dilllﬂwdty ;Sfun d certain obligations of the Authority for no more than three

prudmfig) N %ﬁafmow closes on the sale of the landfills to the Authonty. All ?mmé?;stp&d ‘t;tthe C?;lj;’

Ym;mgt for the purchase of the landfill facilities shall be deposited in an appropriaie TUSt account, &

as :

the County and the Authority and all funds therein shall be used solely to pay such obligations or costs of
by the Coun ority, _ _
ﬂfc Authority as the Authorify Board may direct.
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¢: Puoll ity

Fredlmmary 18-&:anth Eudget

Sallngs Crazy Harse Landfill

Jan~Jun 97 FY B7/88
£ Funds - Jenurwy 1887 6,874,047

Ressrve for dosire

{1,882 558)
Reserve for Aitice 5 {2,000,000)
Fund balance 2,891,488 1,328,188
Revenues
Bond proceeds 8,872,000
Landfill surharge 1,500,000 3,000,000
Investment earnings 125000 250,000

Total revenue 11,587 000 3,250,000

Opersting Expenses

Parsoqne! services (87.100) {184,200}
Caantract 58 vices (288,600)  {577.200)
Taxes gnd fees (160,800Q) (321,600}
Caover fill (115,000) (230,000)
Household hrazardous wasts (25.000) (50,000}
Other operzting (17,150) {34,300)

Total cperating expenses (703,850} (1.407 300)

Transtfers ;
Bond resenve fund (937,200)
Closure fumd (150,000} {300,000}
JPA Administration (320,000)  {540,000)
JPA special studies {425,455}
Total transfars  (1,892,655)  (840,000)
Debt Service (448,950)  (897.800)
income befure capital projects 8,591.745 4 800
Capitad Projects
Crazy Horse purchsse (8,000,0C0)
Cost of bond issuance (548,345}
kisc sngine ¥ing/permis. - . {3.859)
- Gas coilectivn sysiem {329.140)
¥Well demeldion/construction {158,412)
East slope ler {527,811)
Liner phass 1 {312,208)
Gas flare : (33.500)  (560,000)
Liner phasa 3
Toal capital projscts  (8,814,078)  (560,000)
Operating fund ba ance 1,320,158 773,058
Beond reserve fund §97,200 397,200
Closure fund 2132558 2,432558
Adicle § fund

2.000.000 2,000,000

Total funds 65458518 8203718

Pags 1




~macament 1 {cant}
Sesuunary 18-Mormh Budget

Honterey County Landfills

JanJun 87  FY 97738
Alf Funds - Januacy 1837 1,923,413
Ruseqve for Lew & dosure - {5BB,430)
Rasarve for Johr son clasure (448.817)
Resefve for Jolo ¥ doxura {810,168}
Payment tor she tall (75,000}
Fund balance - 882 565
Revenues :
Bond procesds 3,148,000
Tippir g fee surcharge 768,500 1,530,000
tnvest rmant eamings 20,000 50,000
Total revenus 3,967 .500 1,588.000
Opersting Expenses
Perso inel services (164,813} (100,000}
Profas sional services {145 000) {430.000)
State ees/permits (57,000)  (120,000)
Storm water analysis (1.500) (5.000)
Jolon saze . (12,400) {12,500}
Trans er slations operations (30,108} (80,0040}
Contir gency (22.510} (50,000)
Tolal opersting expensas (433.,435) {797 500}
Teansfers
Bond teserve fund {314,800) ’
Closute fund (625,000)  {(625.000)
JPA Administration (120,000}  {240,000)
JPA zpedial studies (158,545)
Total frapsfer (1,213,345}  (B8S,000)
Dett Service ' {283.500) (283,500}
Income/deficit Lefora capital projects 2 031,220 {357,000}
Capitat Projects
Cost o’ bond issuance (173.655) .
Mathate - Lewis (20,000} {40,000}
Methane - Johasen - {400,000}
Uner ~ Johnson (805,000} -
Monitp ing devices - {25,000)
Contirnpency (160Q,000) {50,000)
Total capitat projects  {1,148.855) _ (515.000)
Qpersting tund ba ance Ba2,365 10,285
Bond reserve fund 314,800 314,800
Clasurs fund 2,548,413 3,173,413
Total funds  3,745778 3,498,778
Fage 2
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© e Zig e Erenniiar - wi o Buaget

Jan-dun @7 FY 97/88
All Funds - Jaruary 1897

- 57.700

Fund balance - 57,700
Revenues .

JP\ Administration 440,040 880,000

Boud proceeds - special studies 5B5,000

Tofal revenus 1,025,000 880,000

Operating Exrenises

Autarity staff ' (290,000) (400,000Q)

JP4. negalistion {148,000)

Contract renewal/renegotiation (50,000)

Racruiting ‘ (67.500)

Legal services (28.80Q) (57.600)

Fistat agent (5,000} (10,000}

Hur 1an ressurces (5.000) (10,000}

Inst rance - £30,000) (60,000}

Offize expenses (5,000) (10.600)

Meteding ellowance {5.000) (10,000}

Contingency (50,000) {100.000)

JPA Administration subtotal (682,300) (657,800)

Total operating expenses (682,300) (857,800}

1 wcome before capital projects 342 700 222 400

Capitat Project; .
Lancifill systerns study and

engiieers report (85,000

LancHfill expansion planning, )

engiveering and permitting (150,000) {300,000)
Lancill acquisition, eminent

damatn (50,000)

Total capitat projects (285,00Q) (300,000)

Operating fund t alance 57,700 (18,800)
Totalfunds 57,700 (19.500)
EXHIBIT 2
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NEW ISSUE — BOOK ENTRY ONLY Ratings: Moedy’s: Baa3
Standard & Poor’s: BBB

In the opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, California, Bond Counsel, under existing
statutes, regulations, rulings and judicial decisions and assuming certain representations and compliance with certain covenants and requirements
described herein, interest on the Series 1997 Bonds is excluded from gross income for federal income tax purposes (except during any period
while a Series 1997 Bond is held by a “substantial user” or a “related person,” within the meaning of Section 147 {a) of the Code, of the property
financed by proceeds of the Series 1997 Bonds). In the further opinion of Bond Counsel, interest on the Series 1997 Bonds is exempt from State of
California personal income tax and is a specific preference item for purposes of federal individual or corporate alternative minimum taxes. Bond
Counsel expresses no opinion regarding other lax consequences relating 1o the ownership or disposition of the Series 1997 Bonds, or the accrual or
receipt of interest on the Series 1997 Bonds, See “TAX MATTERS” herein.

$9,060,000

SALINAS VALLEY SOLID WASTE AUTHORITY
Revenue Bonds, Series 1997

Dated: November 1, 1997 Due: August 1, as shown below

The Series 1997 Bonds are being executed and issued pursuant to, and secured under, a Master Indenture, dated as of November 1, 1997, as
supplemented (the “Master Indenture”), by and between the Salinas Valley Solid Waste Authority (the “Authority”) and BNY Western Trust
Company, as trustee (the “Trustee”), to pay certain costs incurred by the Authority in connection with the acquisition and construction of
certain improvements (the “1997 Project”) to the Authority’s solid waste transfer and disposal system (the “System”), funding a reserve fund
for the Series 1997 Bonds and paying of certain other costs, including costs of issuance. See “THE 1997 PROJECT.” The Authority is a joint
exercise of powers authority, created pursuant to an agrement dated as of January 1, 1997 (the “Authority Agrecment™) among the County of
Monterey, and the Cities of Salinas, Gonzales, Greenficld, Soledad and King City (the “Members”). Pursuant to the Authority Agreement, the
Authority was established to, among other things, acquire and manage the landfill assets of each Member, ensure long term landfill capacity for
the Authority service arca, and provide a unified and coordinated solid waste management for the Members.

The principal, premium, if any, and interest due with respect to the Series 1997 Bonds are payable solely from amounts pledged thercfor,
including certain revenues of the System, pursuant to the Master Indenture, and will be on a parity with additional Bonds and certain other
obligations of the Authority (as described herein) issued or executed under the Master Indenture, subject to the application of such revenues as
permitted by the Master Indenture. The revenues of the System so pledged consist primarily of the Net Revenues (as defined herein) of the
System, which generally consist of the tipping fees, service charges, user charges and income received by or imposed by the Authority in
connection with the operation of the System and the provision of solid waste disposal services, less the Maintenance and Operation Costs (as
defined herein) of the System.

THE OBLIGATION OF THE AUTHORITY TO PAY PRINCIPAL AND INTEREST ON THE SERIES 1997 BONDS IS A LIMITED
OBLIGATION OF TIIE AUTHORITY, PAYABLE SOLELY FROM THE AMOUNTS PLEDGED THEREFOR AND DOES NOT
CONSTITUTE AN OBLIGATION OF THE AUTHORITY OR THE MEMBERS FOR WHICH THE AUTHORITY OR THE MEMBERS ARE
OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE AUTHORITY OR THE MEMBERS HAVE
LEVIED OR PLEDGED ANY FORM OF TAXATION. THE AUTHORITY HAS NO TAXING POWER. THE SERIES 1997 BONDS DO NOT
CONSTITUTE AN INDEBTEDNESS OF THE MEMBERS, THE STATE OF CALIFORNIA OR ANY OF ITS POLITICAL SUBDIVISIONS
WITHIN THE MEANING OF THE CONSTITUTION OF THE STATE OF CALIFORNIA, ANY STATUTORY DEBT LIMITATIONS OR
OTHERWISE, OR A PLEDGE OF THE FAITH AND CREDIT OF THE COUNTY OR THE MEMBERS.

Interest on the Series 1997 Bonds is payable scmiannually on February | and August | of each year, commencing on February 1, 1998. The
Series 1997 Bonds will be issued in book-entry form only and, when delivered will be registered in the name of Cede & Co., as nominee of the
Depository Trust Company, New York, New York (“DTC”), which will act as securities depository for the Series 1997 bonds. Individual
purchases of the Series 1997 Bonds will be made in book-entry form only, Purchasers of the Series 1997 Bonds will not receive certificates
representing their ownership interests in the Series 1997 Bonds purchased. The Series 1997 Bonds will be issuable in the principal amount of
$5,000 and any integral multiple thereof. Principal and interest payments on the Serics 1997 Bonds are payable directly to DTC by the Trustee.
Upon receipt of payments of principal and interest, DTC will in turn distribute such payments to the beneficial owners of the Series 1997 Bonds.

The Series 1997 Bonds are subject to redemption prior to maturity, as described herein.

This cover page contains information for quick reference only and is not a summary of the issue. Investors must read the entire Official
Statement to obtain information essential to the making of an informed investment decision. See “CERTAIN RISK FACTORS” herein for a
description of the risks associated with an investment in the Series 1997 Bonds.

Maturity Schedule
$2,700,000 Serial Bonds
Maturity Principal Interest Maturity Principal Interest
(August 1) Amount Rate Price (August 1) Amount Rate Price
1999 $140,000 4.40% 100.00% 2006 $190,000 5.10% 100.00%
2000 145,000 450 100.00 2007 200,000 5.20 100.00
2001 150,000 4.60 100.00 2008 215,000 5.30 100.00
2002 160,000 4.70 100.00 2009 225,000 5.40 100.00
2003 165,000 4.80 100.00 2010 235,000 5.50 100.00
2004 175,000 4.90 100.00 2011 250,000 5.60 100.00
2005 185,000 5.00 100.00 2012 265,000 5.65 100.00

$1,935,000 5.75% Term Bonds due August [, 2018 — Price: 99.750%
$4,425,000 5.80% Term Bonds due August I, 2027 - Price: 99.375%

(plus accrued interest)

The Series 1997 Bonds will be offered when, as and if executed and delivered, and received by the Underwriters, subject to the approval as to
their legality by Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, California, Bond Counsel, and certain other
conditions. Certain legal matters will be passed upon for the Underwriters hy their counsel, Hawkins, Delafield & Wood, Los Angeles, California
and for the Authority by Bruen and Gordon, a Professional Corporation, in its capacity as counsel to the Authority. It is anticipated that the
Series 1997 Bonds in definitive form will be available for delivery to DTC in New York, New York, on or about November 18, 1997.

Stone & Youngberg LLC E. J. DE LA ROSA & CO., INC.

Dated: October 30, 1997 : EXHIBIT 3
To
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SUMMARY STATEMENT

This Summary Statement is subject in all respects to the more complete information in this Official Statement,
and the offering of the Series 1997 Bonds to potential investors is made only by means of the entire Official Statement.

Purpose

The Series 1997 Bonds in an aggregate principal amount of $9,060,000 are being executed and delivered to
provide funds to pay certain costs incurred by the Authority in connection with the acquisition and construction of
certain improvements (the "1997 Project") to the Authority's solid waste transfer and disposal system (the "System"),
funding a reserve fund for the Series 1997 Bonds and paying of certain other costs, including costs of issuance. See
"THE 1997 PROJECT". The Series 1997 Bonds will be issued pursuant to a Master Indenture dated as of November
1, 1997, as supplemented by the First Supplemental Indenture, dated as of November 1, 1997 (together, the "Master
Indenture") between the Authority and the Trustee.

Security and Source of Payment for the Series 1997 Bonds

The Authority’s obligation to make payments of principal and interest with respect to the Series 1997 Bonds
is a special obligation of the Authority payable solely from amounts pledged therefor, including certain revenues of the
System under the Master Indenture and will be on a parity with additional Bonds, Contracts and Repayment Obligations
(as hereinafter defined) of the Authority issued or executed under the Master Indenture subject to the application of such
revenues as permitted by the Master Indenture, The revenues of the System so pledged consist primarily of the Net
Revenues of the System. The Net Revenues consist generally of tipping fees, contract payments and income received
by or imposed by the Authority in connection with the operation of the System or the provision of solid waste disposal
services in any Fiscal Year, less the Maintenance and Operation Costs (as herein defined) of the System for such Fiscal
Year. The Authority may issue additional Bonds or execute Contracts or Repayment Obligations, the payment of which
will be on a parity with the Series 1997 Bonds, on the terms and upon satisfaction of the conditions specified in the
Master Indenture. The Series 1997 Bonds will constitute the initial Bonds issued under the Master Indenture. See
“SOURCES OF PAYMENT AND SECURITY FOR THE SERIES 1997 BONDS" herein.

Pursuant to the Master Indenture, a Reserve Fund will be funded from the proceeds of the sale of the Series
1997 Bonds in the amount of the Reserve Fund Requirement. See APPENDIX C -- "SUMMARY OF MASTER
INDENTURE".

Pursuant to the Master Indenture, the Authority has agreed to, at all times while any of the Bonds remain
Outstanding, fix, prescribe and collect rates, fees and charges and manage the operation of the System for each Fiscal
Year so as to yield Revenues at least sufficient, after making reasonable allowances for contingencies and errors in the
estimates, to pay the following amounts during such Fiscal Year: (1) all current Maintenance and Operation Costs; (2)
the interest on and principal of and Sinking Fund Installments for the Series 1997 Bonds and any additional Bonds, the
payments for the Contracts and the Repayment Obligations and the payment of the Subordinate Obligations as they
become due and payable; ( 3) all payments required for compliance with the terms of the Master Indenture, including
restoration of the Reserve Fund to an amount equal to the Reserve Fund Requirement, and of any Supplemental
Indenture; (4) all payments to meet any other obligations of the Authority which are charges, liens or encumbrances
upon, or payable from, the Net Revenues. In addition, pursuant to the Master Indenture, the Authority has also
covenanted, at all times while any of the Series 1997 Bonds remain Outstanding, to fix, prescribe and collect rates, fees
and charges and manage the operation of the System for each Fiscal Year so as to yield Net Revenues during such Fiscal
Year equal to at least one hundred twenty per cent (120%) of the Annual Debt Service in such Fiscal Year; provided
that withdrawals from the Rate Stabilization Fund may be taken into account for purposes of such calculation.

(iif)
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In the opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, California,
Bond Counsel, based on existing laws, regulations, rulings and court decisions and assuming, among other things,
compliance with certain covenants, interest on the Series 1997 Bonds is excluded from gross income for federal income
tax purposes (except during any period while a Series 1997 Bond is held by a “substantial user” or a “related person,”
within the meaning of Section 147(a) of the Code, of the property financed by proceeds of the Series 1997 Bonds) and
is exempt from State of California personal income taxes. In the opinion of Bond Counsel, interest on the Series 1997
Bonds is a specific preference item for purposes of federal individual or corporate alternative minimum taxes. Bond
Counsel expresses no opinion regarding other tax consequences relating to the ownership or disposition of the Series
1997 Bonds, or the accrual or receipt of interest. See "TAX MATTERS" herein.

The descriptions herein of the Master Indenture, the Authority Agreement and any other agreements relating
to the Series 1997 Bonds are qualified in their entirety by reference to such documents, and the descriptions herein of
the Series 1997 Bonds are qualified in their entirety by the form thereof and the information with respect thereto
included in the aforementioned documents. See APPENDIX C - "SUMMARY OF MASTER INDENTURE". Copies
of the documents are on file and available for inspection at the principal corporate trust office of the Trustee at BNY
Western Trust Company, Attention- California Unit, 700 South Flower Street, Second Floor, Los Angeles, California
90017-4104.

All capitalized terms used in this Official Statement and not otherwise defined herein have the same meanings
as in the Master Indenture. See APPENDIX C - "SUMMARY OF MASTER INDENTURE" for definitions of certain
words and terms used but not otherwise defined herein.

The information and expressions of opinion herein speak only as of their date and are subject to change without
notice. Neither the delivery of this Official Statement nor any sale made hereunder nor any future use of this Official
Statement shall, under any circumstances, create any implication that there has been no change in the affairs of the
Authority since the date hereof.

THE 1997 PROJECT

Following is a brief description of the major improvements to be funded from the proceeds of the Series 1997
Bonds (excerpted from the Consulting Engineer’s Report):

Crazy Horse Landfill Gas Collection System and Flare: This component of the 1997 Project, to be constructed
in fiscal year 1997-98, consists of the construction of a perimeter landfill gas control system that will collect gas from
the perimeter area of the Crazy Horse Landfill, and pipe it to a new flare that will burn the collected gas. The system
will include installation of 30 landfill gas perimeter extraction wells, 13 condensate pump stations, a condensate tank,
a secondary containment tank, compressed air and condensate pipe lines, monitoring probes, and a skid-mounted flare
at a budgeted cost of $1,271,000. The project is designed to control migration of gas and satisfy regulatory guidelines.

Crazy Horse Landfill Phase 2 Liner: This component of the 1997 Project consists of a liner system for a

portion of the Crazy Horse Landfill that was constructed in early 1997. The Phase 2 liner provided an additional 4.7
acres of refuse disposal area, expanding the Crazy Horse Landfill from 72 acres to approximately 76.7 acres. The
construction of the Phase 2 liner provided a liner system that included (from the bottom up) a geocomposite clay liner,
60-mil high-density polyethylene flexible membrane liner, 12-inch drainage layer of pea gravel, 8-ounce geofabric, and
12-inch compacted soil operations layer. In addition, a leachate collection system was installed. The Phase 2 liner system
was constructed and completed at the Crazy Horse landfill at a total cost of approximately $1,300,000, of which the
Authority intends to reimburse itself for approximately $684,000 from the proceeds of the Series 1997 Bonds.

Crazy Horse Landjfill Phase 3 Liner: This portion of the 1997 Project consists of the placement of a 5.3-acre
liner to complete the footprint of the permitted refuse disposal area for the Crazy Horse Landfill. Preliminary estimated

2
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costs for the Phase 3 liner, including a 20 percent contingency for construction costs, design and engineering
construction management, and Authority construction administration costs are approximately $2,400,000, all of which
is expected to be funded from the proceeds of the Series 1997 Bonds. The Phase 3 liner is expected to be constructed
by the Authority in the spring of 1998.

Johnson Canyon Road Landjfill Module IV Liner: This component of the 1997 Project consists of construction
of new 8-acre cell (Module IV) in the permitted landfill refuse area of the Authority’s Johnson Canyon Road Landfill.
The liner construction will include (from the bottom up) a geocomposite clay liner, 60-mil high-density polyethylene
flexible membrane liner, 12-inch drainage layer of pea gravel, 16-ounce geofabric, and 12-inch compacted soil
operations layer. The construction will include the liner and leachate collection system. The total cost for this project
is estimated to be approximately $3,000,000, which the Authority intends to fund from the proceeds of the Series 1997
Bonds. Construction bids have been solicited; the Authority received the bids in early September and selected a
contractor. In addition, in the Consulting Engineer’s Report, the Consulting Engineer has stated that all permits have
been identified and can be reasonably obtained.

Other Components of the 1997 Project: In addition to the components described above, the Authority intends
to use approximately $841,000 of the proceeds of the Series 1997 Bonds to pay various costs associated with further
expansion of the System, including the preparation of an environmental impact report, preliminary engineering and
permitting. These costs are expected to be incurred through fiscal year 1999 - 2000.

The various components of the 1997 Project are more particularly described in the Consulting Engineer’s
Report contained in Appendix A.

ESTIMATED SOURCES AND USES OF BOND PROCEEDS

The estimated sources and uses of funds with respect to the Series 1997 Bonds (exclusive of accrued interest)
are set below:

Estimated Sources of Funds

Proceeds of the Series 1997 Bonds ' $9,060,000.00
Cash Contribution from the Authority 89,710.00

Total Sources $9,449,710.00

Estimated Uses of Funds

Acquisition and Construction Fund $8,198,601.25
Reserve Fund 648,355.00
Costs of Issuance Fund® 380,000.00
Underwriter's Discount 190,260.00
Original Issue Discount 32,4935

Total Uses $9,449,710.00

43 Includes rating agency, legal, trustee and printing costs.
THE SERIES 1997 BONDS

The Series 1997 Bonds shall be dated as of November 1, 1997, shall bear interest (computed on the basis of
a 360-day year consisting of twelve 30-day months) at the rates per annum (payable semiannually on February I and

EXHIBIT 3
to
ATTACHMENT A



actual future conditions vary from those assumed in the Consulting Engineer’s Report, the actual results will vary from
those contained in the Consulting Engineer’s Report. See Appendix A to this Official Statement.

THE SYSTEM
The Authority; History of the System

The Authority is a joint exercise of powers authority, created pursuant to an agreement dated as of J anuary
1, 1997 (the “Authority Agreement") among the County of Monterey, and the Cities of Salinas, Gonzales, Greenfield,
Soledad and King City (the “Members”). Pursuant to the Authority Agreement, the Authority was established to, among
other things, acquire and manage the landfill assets of each Member, ensure long term landfill capacity for the Authority
service area, and provide a unified and coordinated solid waste management for the Members. Since its formation in
January, 1997, the Authority has acquired the landfill and transfer station assets of each of the Members. Although, prior
to the formation of the Authority, these facilities were independently owned and operated by the City of Salinas and
Monterey County, historically these facilities collectively served as the disposal location for virtually all solid waste
generated in the Authority service area. As more particularly described below, and in the Consulting Engineer’s Report,
the System now consists primarily of the four landfills and two transfer stations.

Organization and Management

The Authority is governed by a nine member governing board, consisting of three members of the Salinas City
Council, two members of the Monterey County Board of Supervisors, and one City Council member each from the
Cities of Gonzales, Greenfield, King City and Soledad. The day to day operations of the Authority are conducted by
the employees of the City of Salinas through interagency agreements between the Authority and the City of Salinas. The
Acting Executive Director of the Authority is David Mora, City Manager of the City of Salinas.

Pursuant to the Authority Agreement, the City of Salinas and the County have substantial influence over the
activities of the Authority. Pursuant to the Authority Agreement, the affirmative vote of at lease one member of the
Authority Board who is a member of the Salinas City Council is required to approve Board actions. While the basic
items of the transfer of assets from the County and the City of Salinas to the Authority (as described in the Consulting
Engineer’s Report) were agreed upon by the Members in the Authority Agreement, due to the unique nature of parties
and transactions, the Authority makes no representations as to whether such occurred at arms length or at fair market
value.

Service Area

The waste shed currently served by the System consists of the Cities of Salinas, Gonzales, Greenfield, Soledad
and King City, and the eastern portion of the unincorporated area of the County which is not served by the Monterey
Regional Waste Management District, plus small areas outside of the County which export waste into the System from
time to time. The Consulting Engineer’s Report estimates that the population of the Authority service area is
approximately 210,000. A map of the Authority service area is included in the Consulting Engineer’s Report in
Appendix A.

Economy in the Authority Service Area. Major employers in the Authority service area include those in county
government, financial services, education, health care, electronics and food services.

Population in the Authority Service Area. The current population of the Authority service area is approximately
210,000 with almost 55% of the population residing in the City of Salinas.
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Projected Waste Deliveries to the System

The following table from the Consulting Engineer’s Report shows projected waste deliveries to the System
through the year 2028, assuming that current waste delivery practices are unchanged. See the Consulting Engineer’s
Report for a discussion of all of the assumptions utilized in preparing the projections.

TABLE 5

Projected Waste Deliveries to the System

Fiscal Year Tons
1997/98 204,855
1998/99 202,729
1999/00 200,495
2000/01 193,652
2001/02 195,034
2002/03 197,959
2003/04 200,929
2004/05 203,943
2005/06 207,002
2006/07 210,107
2007/08 213,259
2008/09 216,457
2009/10 219,704
2010/11 223,000
2011/12 226,345
2012/13 229,740
2013/14 233,186
2014/15 236,684
2015/16 240,234
2016/17 243,838
2017/18 247,495
2018/19 251,208
2019/20 254,976
2020/21 258,800
2021/22 262,682
2022/23 266,623
2023/24 270,622
2024/25 274,681
2025/26 278,802
2026/27 282,984
2027/28 287,228
Source: Consulting Engineer’s Report
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CITY OF SALINAS
CRAZY HORSE LANDFILL/GARBAGE SURCHARGE FUND
FISCAL YEARS 1991-92 THROUGH 1995-96

Fiscal Year

ending June 30 Surcharge
1992 $2,550,193
1993 2,386,946
1994 2,408,254
1995 3,116,041
1996 2,848,227

Source: City of Salinas Audited Financial Statements

Revenue Summary: The following chart, excerpted from the Consulting Engineer’s Report, summarizes
projected gross revenues for fiscal year 1997-98.

Projected Gross Revenues for FY 1997/98

(1997 dollars)

Revenue Source Amount Percentage of Total
Tipping fees $1,264,000 27.8%
Host fees $317,000 . 7.0%
Landfill Surcharge (Crazy Horse) $2,800,000 61.5%
Landfill capacity payments

(Lewis Road) $54,000 1.2%
Interest on funds .$115.000 2.5%
Total $4,550,000 100.0%

Source: Consulting Engineer’s Report

As described above, the significant portion of the total revenues of the Authority are collected initially by the
operators of the various facilities within the System. The portion due to the Authority pursuant to the various operating
agreements is then remitted to the Authority. In the event that payment by the operators to the Authority of these
amounts is significantly delayed for any reason (including, but not limited to, the bankruptcy of any of the operators
or the pendency of a contract dispute between any of the operators and the Authority or any Members), such delay could
have a material adverse impact on the ability of the Authority to pay Debt Service with respect to the Series 1997 Bonds.

Competition

The Authority believes that the tipping fees charged by the Authority are, and will continue to be competitive
with other waste disposal sites which potentially could be utilized by waste haulers in the Authority service area,
particularly in light of the additional transportation cost that would be incurred in the event any such alternate disposal
sites outside of the System were utilized by such waste haulers. The table below contains a comparison of the disposal
cost at certain currently available alternate sites with the currently applicable disposal costs at the System. These
estimates have been prepared by the Authority’s Consulting Engineer, and are based on the current tipping fees charged
at the closest available disposal facilities in the adjacent counties. See the Consulting Engineer's Report for a complete
discussion of the assumptions on which the following information was based.

27

EXHIBIT 3
to
ATTACHMENT A



In addition to the potentially available alternate disposal facilities listed above, a large number of other
potentially available transfer or disposal facilities outside of the System are currently in operation or in various stages
of planning. In addition, two facilities which are currently within the System, the Jolon Road Landfill and the Salinas
Transfer Station, are owned by private waste management service providers which also haul the major portion of waste
generated in the Authority service area. Although the Authority currently controls these facilities pursuant to leases or
other contractual arrangements, if the leases or arrangements are not renewed, the Jolon Road Landfill could represent
competition to the System as early as June 2, 2004 and the Salinas Transfer Station could represent competition to the
System as early as 2001. (The Salinas Transfer Station and Jolon Road Landfill are owned by subsidiaries of USA
Waste, whose subsidiaries collect approximately 70% of the solid waste collected in the Authority service area.)
Although the Authority has contractual arrangements with the Members designed to assure delivery of waste generated
in the Authority service area to the System, there can be no assurances that such arrangements will not be found
unenforceable if challenged. See “Legal Issues Relating to Disposal Site Designation” above. Although the Authority
believes that the System will continue to charge economically competitive tipping fees throughout the term of the Series
1997 Bonds, factors outside of the control of the Authority could affect the relation of the tipping fees applicable at the
System to those generally prevailing at potentially available alternate disposal locations, and facilities outside of the
System (including, transfer stations located in the Authority) could represent a more cost effective disposal location for
haulers of County waste. If the Waste Delivery Agreements or the contractual arrangements of the Members to cause
waste to be delivered to the System are not enforceable, the existence of a more cost effective disposal location for
haulers of waste generated in the System could have a material adverse impact on the ability of the Authority to
generate Net Revenues in the levels required by the Master Indenture and to pay Debt Service with respect to the Series
1997 Bonds. See "CERTAIN RISK FACTORS-Competition" herein.

Capital Plan

The 1997 Project. The major portion of the proceeds of the Series 1997 Bonds will be used to pay the costs
of the 1997 Project, which consists of various improvements to the system. See “The 1997 Project” herein.

Future Capital Requirements. In order to effectively plan for future County System capacity requirements,
the Authority has developed a capital plan which contains various projects and facilities. Projects in the capital plan
include landfill liners, costs associated with the expansion of the System, transfer station development and construction
and other improvements. The capital plan contemplates that these projects will be financed through a combination of
methods, including use of previously funded System reserves, payment from then current revenues of the System (i.e.,
‘pay-as-you-go”) and the issuance of additional Bonds, Contracts or Repayment Obligations in accordance with the
Master Indenture. The following table from the Consulting Engineer’s Report summarizes the currently anticipated
future capital requirements of the System.
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INSTALLMENT PURCHASE AGREEMENT
{Crazy Horse Landfill Project)

by and between
CITY OF SALIMAS, as Seller
and

SALINAS VALLEY SOLID WASTE AUTHORITY, as Purchaser

Dated as of August 1, 1997

30532 ADI9TEO00
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INSTALLMENT PURCHASE AGREEMENT

THIS INSTALLMENT PURCHASE AGREEMENT, made and entered ingo as of
August 1, 1597, by and between the SALINAS VALLEY SOLID WASTE AUTHORITY (herein
called the "Aunthority™), 2 joint exercise of powers agency, and the CITY OF SALINAS {herein
cafled "City"), 2 municipal corporation of the State of California:

WITNESSETH:

In consideration of the mutual covenznts hereinafter contained and for other valuable
consideration, the parties hereto do agree as follows:

ARTICLEI

RECITALS

Section 103, Status and Powers of the City. The City is a municipal corporation
organized and existing pursuant to the City Charter and the Constitution and laws of the State of
California and is authorized to purchase and sell real and personal property to the Authority and.
perform the actions and duties of the City more particularty described herein.

Section 102, Status and Powers of Authority. Authority is a joinf exercise of powers
agency duly organized and existing pursuant 1o the Constitution and laws of the State of California.
Pursuant to the Government Code of the State of California the Authority is authorized to purchase
rea} and personal property for the common benefit and in order to achieve its public purposes.

Section 103.  Public Benefit. This Instaliment Agreement is for the benefit of the public
and is in furtherance of the public purposes of the Authority and the City.
ARTICLE U1
DEFINITIONS AND GENERAL PROVISIONS
Seetion 201, Definitions in General. The terms defined in Exhibit "A" attached hereto
and by this reference incorporated herein, 25 used and capitalized herein, shall, for all purposes of
tis Installment Agreement, have the meanings ascribed to themn in said Exhibit "A”, unless the

context clearly requires some other meaning. In addition, the werm °Insiallment Agresment” as
used hersin means this Installment Purchase Agreement.

AGS3I2.3I2970.0001
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Section 20Z.  Rules of Construction. Words of the masculine gender shall be desmed
and construed to include correlative words of the femninine and neuter genders. Unless the contaxt
stherwise indicates, words importing the singular number shall include the plural number and vice
verga, and words importing persons shall include cities and asgociations, including public bodies,
as well as natural persons.

The terms “hereby”, “hereof”, "hereto”, *herein”, "hereunder” and any simiar terms, as
used in this Instaliment Agreement, refer to this Installment Agreement.

ARTICLE I

SALE OF PROJECT; PURCHASE PRICE

Section 301,  [Reserved.]

Section 302.  Sale of the Project. Pursuvant to the Joint Powers Agreement and the
Transfer Agreement, the Authority s obligated o acquire the praject for an acquisition price of
$8,000,000,

Section 303, [Reserved.]
Section 304.  Purchase of the Project; Term.

{(a} Purchase of the Projest. In consideration of the payment of Installment
Purchase Payments and any other amounts due and owing hereunder by Authority to City, City
hereby grants, conveys, and sells w0 Authority, effective upon the Delivery Date, the Project, upon
the terms and conditions set forth in this Installment Agreement and as contemplated by the
Transfer Agreement, and Autherity hereby accepts said grant, conveyance, and sale upon said
terms and conditions. The Authority represents and warrants that the value of the Project is not
less than the principal payment amounts set forth in Exhibit C hereof.

) Term of Installment Agreement. The term of this Installment Agreement
shall commence upon the date hereof and shall terminate upon the occurrence of either of the
following events: {a) the carlier of payment in full of the Instaliment Purchase Payments and any
other amounts due and owing hereunder or under the Trust Indenture by Authority pursuant 1o the
provisions of this Tnstallment Agreement or October 1, 2027; or (b} a default by Authority and
termination pursuant to Arcticle VI hereof.

Section 3035,  Installment Purchase Payments. For the purchase of the Project,
Authority shall pay to City, its successors and assigns, Eight Million Doilars (88,000,000),
together with interest thereon, at the Installment Purchase Payments set forth in Exhibit *C™
attached hersto and by this reference incorporated herein.

The Installment Purchase Payments shall be payment for the title to the Project. For each
such annual period commencing with the period beginning on March 1, 1998, Authority shali make

S35312.A2707
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Installiment Purchase Payments on the Installment Payment Dates during said annual period as more
particularty set forth in Extubit "¢ Interest shall be computed at the rate of 7.81% per annunt
The first Installment Purchase Payment will be made on or before March 1, 1998. Interest payable
on or before March 1, 1998 and thereafter, shall be computed on the then outstanding principal
ameunt from the date of payment of each deposit to the next succes ing Instaliment Payment Date.

Installment Purchase Payments for each annual payment period during the term of this
Instaliment Agreement, together with amounts payable pursuant tor the last paragraph of this
Section shall constitute the total amount due for said payment period, and shall be paid by
Authority for and in consideration of the sale of the Project to Authority.

Tach Installment Purchase Payment shall be due from and pa rable by Authority on each of
the Installment Payment Dates specified in sald Exhibit "C".

As sdditional consideration for the purchase of the Project, Authority agrees 1o pay such
additional ampunts due and owing hereunder.

Section 306, Interest Component. A portion of each Instailment Purchase Payment is
paid as, and represents the payment of a portion of the unpaid purchase price and interest on the
unpaid purchase price. The interest component of zach Tnstallment Purchase Payment is set forth
i Hxhibit "C".

Section 307.  Payment in Lawful Money; No Set-Off. Each Instaliment Purchase
Payment shall be paid or caused to be paid by Authority in lawful money of the United States of
America, which at the time of payment is Jegal tender for the payment of public and private debts,
to or upon the order of City at the office of the City In Salinas, California. or such other place a5
City shall designate. The principal amount of any such Installment Purchase Payments accruing
sereunder which is not paid on or prior to the applicable Installment Payment Date shaill hear
simple interest at the rate of 7.9105% per anoum from the Installment Payment Date until the same
shall be paid. Notwithstanding any dispute between Authority and City, Authority shall make each
and all Installment Purchase Payments when due and shall not withheld any Installment Purchase
Payments pending the final resolution of such dispute nor shall Authority assert any right of set-off
or counter-claim against its obiigation to make Instaliment Purchase Payments as set forth herein,

Section 308. Covenant fo Budget and Appropriate. Authority covenants that it will
include in its annual budget and appropriate for the following Fiscal Year from Net Revernues the
Instajiment Purchase Payments and other amounts due under the Installment Agresment due on the
Instaliment Payment Dates in such following Fiscal Year. The Installment Purchase Payments and
sther amounts due under the Installment Agreement are a limited obligation of Authority and
payabie from, Net Revenues in the Landfill Project Fund of the Authority. Authority will furnish
tor the City a Certificate stating that Authority hias comptied with this Section no later than June lst
of each year. The covenants on the part of the Authority herein contained are deemed by the
Authiority to be duties imposed by law and it shall be the duty of each and every public official of
the Authority to 1ake such action and do such things as are required by law in the performance of
the official duty of such officials to enable the Authority to carry out and perform its covenants and
agreéments in this Instaltment Agreement. The Installment Purchase Payments and payments of
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other amounts due under the Tnstallipent Agreement shall be made unconditionally, without
ahatement, irrespective of any interference in the use by the Authority of the Project.

Section 399,  Liability of Authority Limited to Revenues. NOTWITHSTANDING
ANYTHING CONTAINED HEREIN TO THE CONTRARY, THE AUTHORITY SHALL NOT
BE REQUIRED TO ADVANCE ANY MONEYS DERIVED FROM ANY SOQURCE OF
INCOME OTHER THAN THE NET REVENUES, THE LANDFILL PROJECT FUND AND
THE OTHER FUNDS PROVIDED HEREIN FOR THE PAYMENT OF THE INSTALLMENT
PAYMENTS OR FOR THE PERFORMANCE OF ANY AGREEMENTS OR COVENANTS
REQUIRED TO BE PERFORMED BY IT CONTAINED HEREIN. THE AUTHORITY MAY,
HOWEVER, ADVANCE MONEYS FOR ANY SUCH PURPOSE SO LONG AS 5UCH
MONEYS ARE DERIVED FROM A SOURCE LEGALLY AVAILABLE FOR SUCH PURPOSE
AND MAY BE LEGALLY USED BY THE AUTHORITY FOR SUCH PURPOSE.

THE OBLIGATION OF THE AUTHORITY TO MAKE THE INSTALLMENT
PAYMENTS IS A SPECIAL OBLIGATION OF THE AUTHORITY PAYABLE SQLELY FROM
THE NET REVENUES, AND DOES NOT CONSTITUTE A DEBT OF THE AUTHORITY OR
OF THE STATE OF CALIFORNIA OR OF ANY POLITICAL SUBDIVISION THEREQF IN

CONTRAVENTION OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR
RESTRICTION. :

Section 3L Title. From and after the Delivery Date, title to the Project, and each and every
portion thereof, shall vest in Authonity, provided, however, that title to the Project and each and svery
portion thereof remaining in Authority shall be subject to the subsequent payment of Installment
Purchase Payments as described in Section 305 hereof, to the remedies of City in the event of default
as provided in Article V1 hereof, and to Permitted Encumbrances,

Section 311, Prepavment. Subject o the terms and conditions of thiz Section, City hereby
grants an option to Authority to'prepay the Installment Purchase Payments in whole or in part on any
Installment Purchase Payment Date on one of two bases, as set forth below:

{(a) Prepayment at a price equal to the amounnt of outstanding unpaid principal
component et forth under Exbibit € hereof, plus accrued interest to the Installment Payment Date,
plus the prepayment premium described below; or

{3 Depositing funds in an escrow meeting the requirements of Section 701 hereof
sufficient, together with interest earmings thereor, 10 pay all Installment Purchase Payments when due
through and including September 1, 2007 and to prepay on September 1, 2007, wathout premium, the
amount of principal installments coming dus after the September 1, 2007 payment,

Said option shall be exercised by Authority by giving written notice to the City of the
exercise of such option at least sixty (60) days prior wriiten notice w the City, Within thirty (30) days
of the City's receipt of such notice, the City shall notify the Authonty of the option it has selected.

Such option shall be exercised in the event of prepayment in whole or in part by depositing within thirly
{30) days of the City’s retum notice cash or investment securities meeting the requiremants of Section
701 which wgether with interest sarmed therson will provide an amount sufficient to pay the unpaid
principal amount to be prepaid (but not less than $100,000} together with the imerest component o be
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s,

paid to the date of prepayment selected by the City, together with & premium of 1% of the outstanding
principal amount to be prepaid in the case of prepayment on any Installment Payment Date on or before
March 1, 2003, and otherwise without preuum. :

The Authority shall prepay Installment Purchase Payments in whole or in part on the next
Installment Purchase Payment Date at least sixty {60) deys following detarmination by Authority to
apply Net Proceeds to such purpose pursuant {o Sections 406 and 407 hereof. :

In the evert of prepayment in part, the partial prepayment shall be applied by City against
Instaliment Purchase Payments pro rata as nearly a8 practicable, and Authority shall cause to be -
provided to the City a revised schedule of Instaliment Purchase Payments reflecting said partial
prepaymernt.

1 the event of prepayment of all of the Installment Purchase Payments from the procesds of
refunding certificates or other obligations through the creation and investment of an escrow fund
satisfactory to the City in its discretion, the Authority shall be relieved from making further Instaliment
Purchase Payments hereunder, provided, however, the Authority and the City agree that the Authority's
obligation to make the Installment Purchase Payments hereunder remains norwithstanding the fact that
said Tnstallment Purchase Payments will be made on the Awthority's behalf only from funds deposited
in an esorow fund pursuant fo fhis Section 311, but such Authority obligation shall be defessed,

 Section 312.  Pledge of Revenues. All Net Revenves on deposit in the Landfill Project Fund
are hereby irrevocably pledged to the payment of the Installment Payments as provided herein and the
Net Revenues shall not be used for any other purpese while any of the Installment Payments remain
unpaid; provided that out of the Net Revenuss there may be apportioned such sums for such purpeses
as are expressly permitted herein, This pledge shall constitute 2 first and exclusive hen on Net
Revenues, the Landfill Project Fund and olher funds and accounts created hereunder for the payment of
the Installment Purchase Payments in accordance with the terms hereof. The Authority anticipates and
the City acknowledges that the Authority expects to enter into obligations to finance the expecte
capital needs of the Authority which will constitute Senior Lien Debt for purposes of this Agreement.
The City acknowledges that the pledge of Revenues ta repayment of the Authority obiigations and
certain other City rights hersunder will be subordinate to such Senior Lien Debt (or any other Senior
Lien Debt), and further agrees to exacute any further documents or agreements to confirm or further
assure the Authority, the Owners of Benior Lisn Debt or others of the subordinate nature of the Citv’s
rights hereundsr relative fo such Senior Lien Debt upon the reasonable written request of the Authority.

Section 313.  Alloeation of Revenues. Inorder o carry out and effectuats the pledge and
fien contained herein, the Authority agrees and covenarits that all Revenues shall be received by the
Authority in trust hereunder and shall be deposited when and as received in a special fund of the
Authority designated as the "Landfill Project Fund®, and which fund the Authority agrees and
covenants to establish, maintain and to hold separate and apart from other funds so long a5 any
obligation hereunder remain unpaid. Moneys in the Landfill Project Fund shall be used and applied by
the Awthority as provided in this Agreement.

The Authority shall, from the moneys in the Landfill Project Fund, pay all Maintenance and
Operating Expenses {including amounts reasonably required 10 be set aside in adequate confingency
reserves for Maintenance and Operating Expenses, the payment of which s not then immediately
required) as they become due and payable. Thereafter, all remaining moneys in the Landhil Project
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31/24  2,385,014.50 28707858 43,542.08 ZEQBZIAT 2,107,835.24
G/i{/24 2,407,835.34 257,247.68 R3,373.83 250,621,681 1,840,887.87
aM/2%  1,880,887.687 277 817.57 72,803.84 350,821,861 1,582.88870
G425 1,352,888.7C 283 BUE.34 8181827 350,621.61 1,274.083.28
aMZE 127408386 50022333 50,362,285 350,821.81 G73.834.03
gM/a8  G73.83403  S1Z0ad2 38,817.48 350,821.61 881,728.81
227 £51,728.51 224,448,589 2817302 35(,521.81 337,281.32
/27 387,231.82 337,281.32 15,240.28 350,821.81 0,00
Taoial 500000000 1303728857 A 037,288,587

Lg Resa & Co,, inc. &717&
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ATTACHMERT B

WASTE DELIVERY AGREEMENT
by and betwéen
MONTEREY COUNTY

and

SALINAS VALLEY SOLID WASTE AUTHORITY
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ARTICLE IT
Deliverv and Acceptance of Waste

2.1 Delivery of Waste.

. (@  Waste Disposal Covenant. Commencing on the Effective Date and throughout
the term of this Agreement, the County shall, in accordance with Applicable Law, exercise all
legal and contractual power and authority which it may possess from time to time to deliver or
cause the delivery of all Controllable Waste to the Disposal System in accordance herewith.

®) Recycled County Acceptable Waste. The parties hereto acknowledge the
responsibility of the County to meet the recycling and landfill diversion goals contained in the
Act. Nothing in this Agreement is intended or shall be interpreted to prohibit or impair the
ability of the County to meet such responsibilities, or to restrict the right of the residents,
businesses or organizations in the County to practice source separation, recycling, composting:
or other materials recovery activities, or to restrict the right of the County to conduct, sponsor,
encourage or require such activities in any form. No reduction in the amount of Controllable
Waste generated in the County and delivered to the Disposal System by or on behalf of the
County which may result from any such source separation diversion or recycling program shall
cause the County any Hability hereunder and shall not constitute a breach of this Agreement.

©) Power to Obligate Waste Disposal and Comply with this Agreement. On or

before the Effective Date, (i) any County franchise, contract, lease, permit or other agreement
which is lawfully in effect relating to or affecting Controllable Waste shall provide, or shall have
been amended to provide, that the County shall have the right without material restriction on and
after the Effective Date to direct the delivery of all Controllable Waste to a disposal location
selected by the County and otherwise to comply with its obligations under this Agreement with
respect to Controllable Waste and Franchise or Permitted Haulers, and (i) the County shall
designate the Disposal System as the disposal location pursuant to such franchise, contract, lease,
permit or other agreement. On and after the Effective Date and throughout the Term of this
Agreement the County (a) shall not enter into any franchise, contract, lease, agreement or
obligation, issue any permit, license or approval which is materially inconsistent with the
requirements of the Waste Disposal Covenant, and (b) shall maintain non-exclusive or exclusive

" franchises or other contractual arrangements over any County Acceptable Waste which, as of
the Effective Date, is subject to non-exclusive or exclusive franchise or contractual
arrangements. The County agrees that the Authority shall be a third party beneficiary of the
obligation of Franchise or Permitted Haulers to deliver Controllable Waste to the Disposal
System, and may directly enforce such obligation through any legal means available. The

County shall notify in writing each Franchise or Permitted Hauler of the Authority’s third party
beneficiary rights. :

(d)  Waste Flow Enforcement. The County, in cooperation with the Authority, shall
establish, implement, carry out and enforce a waste flow enforcement program which is
sufficient to assure the delivery of all Controllable Waste to the Disposal System pursuant to and

4

EXHIBIT 5
to
ATTACHMENT A



in accordance with the Waste Disposal Covenant for disposal at the times and in the manner
provided herein. The waste flow enforcement program shall consist of amending County

franchises or permits with Franchise or Permitted Haulers, to the extent required by this Section,

and shall include in addition, to the extent necessary and appropriate in the circumstances to
assure compliance with the Waste Disposal Covenant, but shall not be limited to: " (1) licensing
or permitting Franchise or Permitted Haulers, upon the condition of compliance with the Waste
Disposal Covenant, and (2) providing for and taking appropriate enforcement action under any
such franchise, license or permit, such as but not limited to the suspension, revocation and
termination of collection rights and privileges, the imposition of fines or collection of damages,
and the exercise of injunctive relief against non-complying Franchise or Permitted Haulers.

() Legal Challenges to Franchise System. The County shall use its best efforts to

preserve, protect and defend its rights to exercise and comply with the Waste Disposal Covenant |

against any challenge thereto, legal or otherwise (including any lawsuits against the County or
the Authority, whether as plaintiff or defendant), by a Franchise or Permitted Hauler or any
other person, based upon breach of contract, violation of law or any other legal theory. At the
option of the Authority or at the request of the County, the County may assign its rights and
obligations pursuant to this paragraph to the Authority and the Authority shall accept such
assignment and the Authority shall defend the County at the Authority’s cost and expense and/or

* indemnify the County for the payment of any costs incurred by the County in defense of any
such challenge.

® Franchise or Permitted Haulers. The County shall immediately notify the
Authority of any changes in the franchise, license or permit with its Franchise or Permitted
Haulers which would affect the hauler, the area of collection and transportation, or franchise and
permit terms. :

(& Waste Information System. The County shall cooperate with the Authority in
collection information and otherwise monitoring Franchise or Permitted Haulers in order to
assure compliance with this Agreement. Such information may include, to the extent
practicable, data pertaining to Controllable Waste collected, transported, stored, processed and
disposed of; Recycled County Acceptable Waste collected, transported, stored, processed and
marketed or disposed of; Franchise or Permitted Haulers’ franchise, permit or license terms,
collection areas, transportation routes and compliance with Applicable Law; and all other

information which may reasonably be required by the Authority in comnection with this
Agreement. :

L (b Annexations and Restructuring. It is the intention of the parties that this
Agreement and the obligations and rights of the County hereunder, including particularly the
Waste Disposal Covenant shall, to the extent permitted by Applicable Law, extend to any
territory annexed by the County and shall bind any successor or restructured Governmental Body
which shall assume or succeed to the rights of the County under Applicable Law.

2.2 Provision of Dispesal Services.
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(@) Service Covenant. Commencing on the Effective Date and throughout the term of
this Agreement, the Authority shall provide or cause the provision of the service of receiving

and disposing of all Controllable Waste at the Disposal System (or other such facilities, including
transfer stations, at the Authority may determine to use). The Authority shall do and perform
all acts and things which may be necessary or desirable in connection with its covenants in this
subsection, including without limitation all planning, development, administration,
implementation, construction, operation, maintenance, management, financing and contract work
related thereto and undertaken in conmnection herewith. The Authority shall exercise all
reasonable efforts to minimize the costs incurred in complying with the Service Covenant
consistent with its responsibilities hereunder and under this Agreement, Applicable Law and
prudent solid waste management practice and environmental considerations.

2.3 Charging and Securing Payment of Disposal Fees. The County acknowledges that
the Authority shall have the right to charge and collect Disposal Fees for the acceptance and
disposal of Controllable Waste delivered to the System. The Disposal Fees shall be calculated
and established, and may be modified from time to time at the discretion of the Authority. The
Authority shall provide the County thirty (30) days written notice of any proposed Disposal Fee
modifications. In addition, the County acknowledges that the Authority shall have the right to

establish as part of the operating rules and regulations reasonable measures to secure the
payment of all Disposal Fees. '

ARTICLE @I
Term

3.1 Effective Date and Term. This Agreement shall be effective when signed by each
party and shall continue for so long as may be necessary to carry out the purpose of this

Agreement or until terminated by mutual consent of the governing bodies of the part1es
whichever is earlier; provided, however, that:

(a) The County may not withdraw from this Agreement so long as it remains a member
of the Authority.

(b) Should the County cease to be a member of the Authority, the County may withdraw
from this Agreement by a majority vote of the governing body thereof giving to the Authority
one year’s written notice of such intention to withdraw, so long as all reverue bonds or other
forms of indebtedness issues pursuant hereto, and the interest thereon, shall have been paid or
adequate provision for such payment shall have been made in accordance with the resolution (or

indenture) adopted by the Authority governing board pursuant to the law authorizing the issuance
thereof or the approval of the debt.

ARTICILE IV
General Provisions
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DOCLR
Doc 2012-13313 (21 pgs)

Tax-Exempt Bonds: A Description of State and Local Government Debt

Yield (%) Yield Spread (%) Yield Ratio (%)
High-grade 10-Year 10-Year 10-Year
Municipal Treasury Corporate Treasury Corporate Treasury Corporate
Year Bonds Bonds Bonds Bonds Bonds Bonds Bonds
1985 S.18 10.62 11.37 1.44 2.19 0.86 0.81
1986 7.38 7.67 9.02 0.29 I.64 0.96 0.82
1987 773 8.39 9.38 0.66 {.65 0.92 0.82
1988 7.76 8.85 .71 1.09 1.95 0.88 0.80
1989 7.24 8.49 9.26 1.25 202 0.85 0.78
1990 7.25 8.55 9.32 1.30 2.07 0.85 0.78
1991 6.89 7.86 8.77 0.97 1.88 0.88 0.79
1992 6.41 7.01 8.14 0.60 1.73 0.91 0.79
1993 5.63 5.87 7.22 0.24 1.59 0.96 0.78
1994 6.19 7.09 7.96 0.90 1.77 0.87 0.78
1995 5.95 6.57 7.59 0.62 |.64 0.91 0.78
1996 575 6.44 737 0.69 1.62 0.89 0.78
1997 5.55 6.35 7.26 0.80 1.71 0.87 0.76
1998 5.12 5.26 6.53 0.14 141 0.97 0.78
1999 543 5.65 7.04 0.22 1.61 0.96 0.77
2000 577 6.03 762 0.26 1.85 0.96 0.76
2001 5.19 5.02 7.08 -0.17 1.89 1.03 0.73
2002 5.05 4.6l 649 -0.44 1.44 [.10 0.78
2003 4.73 4.01 5.67 -0.72 0.94 i.18 0.83
2004 463 427 5.63 -0.36 1.00 .08 0.82
2005 4.29 4.29 5.24 0.00 0.95 1.00 0.82
2006 442 4.80 5.59 0.38 b7 0.92 0.79
2007 442 4.63 5.56 0.21 .14 0.95 0.79
2008 4.80 3.66 5.63 -1.14 0.83 .31 0.85
2009 4.64 3.26 531 -1.38 0.67 142 0.87
2010 4.16 3.22 4.94 -0.94 0.78 1.29 0.84
2011 4.29 2.78 4.64 -1.51 0.35 1.54 0.92

Source: Council of Economic Advisors, Economic Report of the President, February 2012, Table B-73.

What Does Tax Exemption Cost the Federal
Government?

The direct cost to the federal government of this interest exclusion is the individual and corporate
income tax revenue forgone. Consider a 35% marginal tax rate corporate investor who purchases
a 6.5% tax-exempt bond with principal of $1,000 that is to be repaid after 20 years. Each year for

Congressional Research Service
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Title: 30-Year Treasury Constant Maturity Rate

Series ID: GS30

Source: Board of Governors of the Federal Reserve System

Release: H.15 Selected Interest Rates

Seasonal Adjustment: Not Seasonally Adjusted

Frequency: Monthly

Units: Percent

Date Range: 1977-02-01 to 2013-09-01

Last Updated: 2013-10~07 3:41 PM CDT

Notes: Yields on actively traded non-inflation-indexed issues adjusted to

constant maturities. The 30-year Treasury constant maturity series was

discontinued on February 18, 2002, and reintroduced on February 9,

2006.

For further information regarding treasury constant maturity data,

please refer to

http://www.federalreserve.gov/releases/hl5/current/h15.pdf and
http://www.treasury.gov/resource—center/data—chart—center/interest—rates/Pages/yieldmethod.aspx.

DATE VALUE
1977-02~01 7.75
1977-03-01 7.80
1977-04-01 7.73
1977-05-01 7.80
1977-06-01 7.64
1977-07-01 7.64
1977-08~01 7.68
1977-09-01 7.64
1977-10-01 7.77
1977-11-01 7.85
1977-12-01 7.94
1978-01-01 8.18
1978-02-01 8.25
1978-03-01 8.23
1978-04-01 8.34
1978-05-01 8.43
1978-06-01 8.50
1978-07-01 8.65
1978~-08-01 8.47
1978-09-01 8.47
1978~10-01 8.67
1978-11-01 8.75
1978-12-01 8.88
1979-01-01 8.94
1979-02-01 9.00
1979-03-01 9.03
1979-04-01 9.08
1979-05-01 9.19
1979~06-01 8.92
1979-07-01 8.93
1979~08-01 8.98
1979-09-01 9.17
1879-10-01 9.85
1979-11-01 10.30
1979-12-01 10.12
1980~01-01 10.60
1980-02-01 12.13
1980-03-01 12.34
1980-04-01 11.40
1980-05-01 10.36
1980-06-01 9.81
1980-07-01 10.24
1980-08-01 11.00
1980-09~01 11.34
1980-10-01 11.59
1980-11-01 12.37
1980~12-01 12.490
1981-01-01 12.14
1981-02-01 12.80
1981-03-01 12.69
1981-04-01 13.20
1981-05-01 13.60
1981-06-01 12.9%¢
1981-07-01 13.59
1981-08-01 14.17
1981-09-01 14.67
1981-10-01 14.68
1981-11-01 13.35
1981-12-01 13.45
1882-01-01 14.22
1982-02-01 14,22
1982-03~01 13.53
1982-04-01 13,37

1982-05-01 13.24 EXHIBIT 6
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1996-09-01  7.03
1996-10-01  6.81
1996-11-01  6.48
1996-12-01  6.55
1997-01-01  6.83
1997-02-01  6.69
1997-03-01  6.93
1997-04-01  7.09
1997-05-01  6.94
1997-06-01  6.77
1997-07-01  6.51
1997-08-01  6.58
1997-09-01  6.50
1997-10-01  6.33
1997-11-01  6.11
1997-12-01  5.99
1998-01-01  5.81
1998-02-01  5.89
1998-03-01  5.95
1998-04-01 5,92
1998-05-01  5.93
1998-06-01  5.70
1998-07-01  5.68
1998-08-01  5.54
1998-09-01  5.20
1998-10-01  5.01
1998-11-01  5.25
1998-12-01  5.06
1999-01-01  5.16
1999-02-01  5.37
1999-03-01  5.58
1999-04-01  5.55
1009-05-01  5.81
1999-06-01  6.04
1999-07-01  5.98
19995-08-01  6.07
1999-09-01  6.07
1999-10-01  6.26
1999-11-01  6.15
1999-12-01  6.35
2000-01-01  6.63
2000-02-01  6.23
2000-03-01  6.05
2000-04-01  5.85
2000-05-01  6.15
2000-06-01  5.93
2000-07-01  5.85
2000-08-01  5.72
2000-09-01  5.83
2000-10-01  5.80
2000-11-01  5.78
2000-12-01  5.49
2001-01-01  5.54
2001-02-01  5.45
2001-03-01  5.34
2001-04-01  5.65
2001-05-01  5.78
2001-06-01  5.67
2001-07-01  5.61
2001-08-01  5.48
2001-09-01  5.48
2001-10-01  5.32
2001-11-01  5.12
2001-12-01  5.48
2002-01-01 5,45
2002-02-01  5.40
2002-03-01
2002-04-01
2002-05-01
2002-06-01
2002-07-01
2002-08-01
2002-09-01
2002-10-01
2002-11-01
2002-12-01
2003-01-01
2003-02-01
2003-03-01
2003-04-01
2003-05-01
2003-06-01
2003-07-01 )
2003-08-01 . EXHIBIT 6
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Salinas Valley Solid Waste Authority

Consulting Engineer’s Report on
Solid Waste Projects

Final Report

October 17, 1997

Prepared for
Salinas Valley Solid Waste Authority
200 Lincoln Avenue
Salinas, CA 93901

Prepared by
Brown, Vence & Associates, Inc.
120 Montgomery Street, Suite 1000
San Francisco, CA 94104
(415) 434-0900
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A representative sample of the disposal facilities that could potentially compete with the
Authority’s facilities is summarized in Table 3-4. The facilities represent landfills that have
historically served as regional landfills and/or are currently marketing their capacity in Northern
California. These facilities were also selected for their relatively long life span ( approximately
10 years or more). In many cases, particularly the smaller facilities, these landfills would require
revision of their SWFPs before they could accept one or more of the Authority’s waste streams.
Estimated costs associated with transporting and disposal of waste at these disposal sites are
included in Table 3-4 for comparison purposes. In most cases, any jurisdiction within the
Authority choosing to use an alternative landfill would require a transfer station, given the
distances involved. The transfer and haul costs estimated in Table 3-4 include an assumed transfer
station ownership and operations cost of $10.00 per ton. The haul cost component was estimated
based on the round-trip mileage to the facility from Salinas (the assumed waste centroid), and
assuming an average vehicle speed of 50 mph, 0.5 hour vehicle loading/unloading time, $60 per
hour operating cost for the transfer vehicle (industry average figure), and an assumed payload of
22 tons per vehicle. The estimated disposal costs shown in Table 34 represents the current gate
rate for the listed facilities unless noted otherwise. It is conceivable that one or more of the
Authority waste streams could negotiate a disposal rate less than the gate rate; however, the price
reduction cannot be reasonably estimated without initiating a negotiation process.

It is important to recognize that projecting future tipping fees for these potentially competing
facilities is a speculative proposition. Current solid Wwaste economic pressures in the region are
generally forcing'tipping fee prices downward as private facilities continue their attempts to garner
greater market share. However, the cost of designing, constructing, and operating landfills under
the new RCRA Subtitle D regulations plus increasingly stringent closure and postclosure
requirements are tending to force long-term tipping fees upward. As a result, it is reasonable to
expect some continued short-term fee decreases as facilities jockey for market share and long-term
fee increases, at or greater than inflation rates, as facilities cannot indefinitely internalize
development and operating cost increases.

As illustrated in Table 3-4, the total tipping fee of these potentially competing facilities, in all
cases but one, significantly exceeds the current cost of $39.00 per ton charged to the Authority
communities (except Salinas, which charges a disposal fee $23.30 per ton until January 2000).

The primary reason for this is the cost of waste transfer and hauling that must be factored into the
total cost calculation. The one exception is Marina Landfill, which may not necessitate the use
of a transfer station, given its proximity to Salinas. Given such, the Marina facility could
conceivably be accessed by the Salinas area for approximately $39 per ton (1997 doliars). Asa
member of the Authority, however, the City of Salinas disposal fee will remain at $23.30 per ton

A\ 0 RT. 10/13/97 2:21 P 3-13
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until January 2000, at which time the Authority anticipates that all members’ rates will be
equalized. Assuming the rate equalization at a rate of approximately $40 or less, the Authority
landfills will continue to be a more economical alternative than Marina Landfill.

It is also worth noting that new in-County disposal facilities could be developed to present
competition. For example, USA Waste may consider permitting a landfill operation at its Jolon
Road Landfill site to compete with the Authority’s landfill system because it collect approximately
70 percent of the franchise materials generated within the Authority’s service area and owns the
Jolon Road Landfill site and Salinas transfer station. However, the high cost and long tume

typically encountered in siting new landfills in California is a strong deterrent to their
development.

The competition should not interfere with the Authority’s ability to attract sufficient waste over
the term of the Bonds.

G:\WPC\97030\REPORT.WPD 10/13/97 2Zlp 3-16
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5.2.2 Article 5 Fund

State Water Resources Control Board regulations for landfills (Title 23, Chapter 15, Article 5)
require that the landfill owner obtain and maintain assurances of financial responsibility for
initiating and completing corrective action for all known or reasonably foreseeable releases from
the landfill. The financial assurance requirements are developed based on a Correction Action
Program and estimated costs of implementing such a corrective action. The WDRs issued by the
RWQCSB include the Article 5 financial assurance requirements in accordance with 23 CCR 2550.

The City of Salinas has accumulated an Article 5 fund of $2,000,000 for Crazy Horse Landfill as
required by the RWQCB, which is to remain in place for approximately 30 years. These monies
will be transferred to the Authority and held in place. The pro forma assumes that these monies
will not be used. Interest generated on these funds is being collected and used as revenues to fund
the Authority System. The pro forraa includes the interest on the Article 5 funds as revenues. At
this time, no Article 5 funds have been accumulated for Johnson Canyon Road, Jolon Road, or
Lewis Road landfills. The Authority is planning to adopt a resolution that commits System
revenues to cover Article 5 costs at the time costs are, if ever, incurred. This is allowed under
27 CCR, Financial Assurance Mechanisms.

5.3 REVENUES
The Authority will generate revenues from several sources including Authority tonnage charge,

landfill operator payments, landfill surcharges, landfill capacity sales, and interest on funds. A
description of the revenue sources is provided below.

5.3.1 Authority Tonnage Charge

Fees are collected on the refuse received at the Authority’s landfills and transfer stations on a per-
ton basis. Under the existing operating agreements, the tonnage charge revenues are collected by
the facility operator (or collection contractor) and a portion of the revenues are remitted to the
Authority. For Johnson Canyon Road and Lewis Road landfills, the operator collects the $39-per-
ton charge, retains $16 per ton, and remits $23 per ton to the Authority as tonnage charge
revenues. At the Jolon Road transfer station, the operator collects $39 per ton, retains $14 per
ton for its cost of operations, remits $6 per ton to Johnson Canyon Road Landfill for disposal
costs, and remits $19 per ton to the Authority. For Crazy Horse Landfill and the Salinas transfer
station, the operator collects the tonnage fees and remits to the Authority a landfill surcharge of
22.1 percent of its gross revenues earned on tonnage disposed of at the landfill through June 31,
2001 when the agreement expires. These arrangements are summarized in Figure 5-1.
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Figure 5-1

Authority Revenues

Johnson Canyon Road Landfill

$39/ton LANDFILL $23/ton
Tip fee GATE Authority
tonnage
l $1 6/ton charge
LANDFILL
OPERATOR
|
L _ _ _ Landill operator __§18,3
payments
Lewis Road Landfill
$39/ton LANDFILL $23/ton
GATE Authority
T fee fonnage
i $16/ton charge
LANDFILL
OPERATOR
1 i
| . ;
| 1 _ Landiill capacity
| payment
|
L Landfill operator
payments
Percent
Revenue Source Amount of Total
Authority tonnage charge $1,264,000 27.8%
Landfill operator payments $317,000 7.0%
Landfill surcharge (Crazy Horse) $2,800,000 61.5%
Landfill capacity payments (Lewis Road)  $54,000 1.2%
Interest on funds $115,000 2.5%
TOTAL $4,550,000 100%
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Figure 5-1 (cont.)
Authority Revenues
Jolon Road Transfer Station
$39/ton TRANSFER STATION $1 9/t9n AUTHORITY
Tip fee GATE Authority
tonnage
charge
l $14/ton l $6/ton 9
TRANSFER STATION JOHNSON CANYON ROAD
OPERATOR LANDFILL OPERATOR
Crazy Horse Landfill CRAZY HORSE
LANDFILL SURCHARGE
22.1% of total SDS*
franchise collection
revenues
$39/ton l
Tip fee
non-Salinas self-haul
- LANDFILL $15.70/ton N AUTHORITY
. GATE non-Salinas i
$23.30/ton self-haul
Tip fee 4
Salinas self-haul $§§fﬁg&“ I
v |
|
LANDFILL i
OPERATOR |
r |
L] Landfil operator_ _ (§5.15/ton_ _ _|
payments which is
22.1% of
self-haul
charge)
*Salinas Disposal Service
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As described above and in Section 2.1.3, the tonnage charges for waste disposed of at Authority
facilities under existing operating agreements are currently set at $23.30 per ton for Salinas waste
generators and $39 per ton for all other waste generators. On January 1, 2000, the Authority will
establish an equal tipping fee rate for all Authority waste generators. The Authority anticipates
that the equalized rate will be $35.00 per ton on January 1, 2000. The equalized rate will allow
for a monthly residential collection rate increase of $1.25 per can for Salinas residents and a
decrease of $0.40 per can for other Authority residents. From FY 2001/02 through FY 2027/28
the tipping fee is set to maintain a minimum debt service coverage of 1.20 on senior debt, 1.10
on combined debt service and sufficient funds to cover capital costs for the Johnson Canyon Road
Landfill liner expansion. Under the existing operating agreements, the facility operator (or
collection contractor) collects the tonnage charge revenues, retains a portion of the revenues to
cover operating costs, and remits the remaining revenues to the Authority.

When the existing operating contracts expire, the Authority will restructure the revenue collection
method so that the Authority receives all tipping fee revenues and pays that landfill or transfer
station operating costs from the revenues collected.

In the pro forma, tonnage charge revenues are calculated based on the existing tonnage charge rate
structure through December 31, 1999 and thereafter using the equalized tipping fee rates. The
annual tonnage charge revenues are calculated as the product of the tonnage fee rate and the
anticipated annual waste quantities to be disposed. The Authority’s waste quantity projections
shown in Table 3-3 are used to estimate the annual tonnage charge revenues over the term of the
1997 Project financing.

5.3.2 Landfill Operator Payments

Landfill operator payments are collected in association with the operations of Johnson Canyon
Road and Lewis Road landfills. As described in Section 2.2, the Operating Agreement requires
the operator to pay the Authority $18,333 per month for Johnson Canyon Road Landfill and
$8,083 per month for Lewis Road Landfill through the expiration of the operating contract on
October 5, 2000. These payments are in addition to the Authority’s share of the tonnage charges
collected at these landfills.

5.3.3 Landfill Surcharges

Revenues are also generated through a surcharge levied in the Salinas Disposal Service franchise
agreement for Crazy Horse Landfill operations. These surcharges are paid to the Authority in lieu
of a share of the tonnage charges collected at Crazy Horse Landfill. As defined by the franchise
agreement, Salinas Disposal Service pays the Authority a surcharge equal to 22.1 percent of its
gross revenues earned on tonnage disposed of at Crazy Horse Landfill through June 31, 2001
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when the agreement expires. The Authority estimates that the surcharge revenues will be
$2,800,000 in FY 1997/98 and 1998/1999, based on historical earnings, and $3,300,000 in FY
1999/2000 and 2000/01 to reflect anticipated increase in revenues resulting from fee equalization.
As described in Section 2, the Authority, the City of Salinas and USA Waste are currently
discussing the possibility of reorganizing responsibility for operations of Crazy Horse Landfill,
so that the Authority rather than the City would have responsibility for managing the contractor’s
operation and would directly receive payments from the contractor. Currently the Authority
exercises control indirectly through an interagency agreement. Also, the operations would be
performed by Rural Dispos-All Service, another USA Waste subsidiary, rather than Salinas
Disposal Service. Rather than the landfill surcharge being based on a percentage of total revenues
of Salinas Disposal Service, the payment is anticipated to be set at approximately $2.8 million per
year with annual adjustments for population and tonnage variations.

5.3.4 Landfill Capacity Payments

Revenues are generated through sale of landfill capacity at Lewis Road Landfill to jurisdictions
outside the Authority. As described in Section 2.2, the Lewis Road Landfill operator pays the
Authority $9 per ton for every ton of waste received from waste generators located outside the
Authority’s boundaries. The Authority anticipates receiving $54,000 annually in landfill capacity
paymentsresulting from the receipt of 6,000 tons annually of waste from outside the Authority
limits through the first quarter of FY 2000/01. The Lewis Road Landfill operator has guaranteed
the Authority that the landfill will receive a minimum of 500 tons per month or 6,000 tons per
year of waste generated outside the Authority. This guarantee will be reevaluated at the end of
December 1997 according to conditions of the operating agreement. At the time of reevaluation,
the guaranteed tonnage level may be adjusted or eliminated.

5.3.5 Interest on Funds
The closure funds, debt service reserve funds, and surplus Authority revenues will generate

interest that the Authority will use to cover System expenses. The Authority estimates earning 5
percent interest on its funds.

5.3.6 Total Gross Revenues

The total gross revenues estimated for the Authority for FY 1997/98 are the sum of the Authority
tonnage charge, landfill operator payments, landfill surcharge, landfill capacity payments, and
interest on funds. The total gross revenues are approximately $4,550,000 in FY 1997/98. The
landfill surcharge accounts for the largest portion of the revenues, approximately 61.5 percent of
the total gross revenues. The revenue sources are in Figure 5-1.
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SALINAS VALLEY SOLID WASTE AUTHORITY

and

BNY WESTERN TRUST COMPANY

as Trustee

MASTER INDENTURE

Dated as of November 1, 1997

Relating to the

SALINAS VALLEY SOLID WASTE AUTHORITY
REVENUE BONDS
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SECTION 4.12. Provision of Solid Waste Services and No Voluntary Withdrawal from
System. While any Bonds remain Outstanding, the Authority, to the extent permitted by law, will
use its best efforts and take whatever actions are within the scope of its powers at all times to provide
solid waste disposal and processing services within the service area of the System and to maintain
capacity in the System for disposal of sufficient amounts of solid waste to maintain Net Revenues
as required under this Indenture. Except as otherwise permitted by Section 4.04 hereof, the
Authority shall not voluntarily withdraw from or abandon the System while any Bonds remain
Outstanding. In the event of loss or damage to any material portion of the System or the occurrence
of any other event which prevents the Authority from accepting solid waste at the System or any
portion thereof, the Authority will use its best efforts and take whatever actions are within its powers
to provide the solid waste management services necessary to maintain Net Revenues as required
under the Indenture. Such actions shall include making contractual or other arrangements for the use
of disposal facilities (either inside or outside of the geographical boundaries of the Authority) owned
or operated by entities other than the Authority.

SECTION 4.13. Flow Control. While any Bonds remain Outstanding, the Authority shall,
to the extent permitted by law, use its best efforts and take whatever actions are within the scope of
its powers to insure that sufficient solid waste is processed and disposed of through the System to
generate Net Revenues as required by this Indenture.

SECTION 4.14. Against Competitive Faciliies. The Authority will not, to the extent
permitted by law, acquire, purchase, maintain or operate and will not, to the extent permitted by law
and within the scope of its powers, permit any other public or private agency, corporation, district
or political subdivision or any person whomsoever to acquire, purchase, maintain or operate any
solid waste management system competitive with the System, unless the governing board of the
Authority determines by resolution that any such actions with respect to competitive facilities will
not materially adversely affect the ability of the Authority to fulfill its cobligations under this
Indenture.

SECTION 4.15. Prompt Acquisition and Construction of the Projects. The Authority will
acquire and construct the Projects with all practicable dispatch, and such acquisition and construction
will be made in an expeditious manner and in conformity with the law so as to complete the same
as soon as possible.

SECTION 4.16. Competitive Tipping Fees. The Authority will, to the extent permitted by
law, use its best efforts and take whatever actions are within the scope of its powers to insure that
the tipping fees charged by the Authority for the disposal of solid waste remain competitive with the
tipping fees charged by other operations similar to the System in the vicinity of the System; provided,
however, that in no event shall this covenant be construed to imit or affect the obligation of the

Authority to set rates, charges and tipping fees to gemerate Net Revenues as required by the
Indenture.

SECTION 4.17. Payment of Claims. The Authority will pay and discharge any and all
lawful claims for labor, materials or supplies which, if unpaid, might become a lien or charge upon
the System or upon the Net Revenues or any part thereof, or upon any funds held by the Trustee,
or which might impair the security of the Bonds; provided, that nothing herein contained shall require
the Authority to make any such payments so long as the Authority in good faith shall contest the
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NEW ISSUE - BOOK-ENTRY ONLY Ratings: Moody’s: Aaa (Insured)
Standard & Poor’s: AAA (Insured)
See “RATINGS” herein.

In the opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, California, Bond Counsel, under existing statutes, regulations,
rulings and judicial decisions and assuming certain representations and compliance with certain covenants and requirements described herein, interest on the Series
2002 Bonds is excluded from gross income for federal income tax purposes. In the further opinion of Bond Counsel, interest on the Series 2002 Bonds is exempt from
State of California personal income tax and is a specific preference item for purposes of federal individual or corporate alternative minimum taxes. Bond Counsel
expresses no opinion regarding other tax consequences relating to the ownership or disposition of the Series 2002 Bonds, or the accrual or receipt of interest on the
Series 2002 Bonds. See “TAX MATTERS” herein.

$39,845,000

SALINAS VALLEY SOLID WASTE AUTHORITY
REVENUE BONDS, SERIES 2002

Dated: Date of delivery Due: August 1, as shown below

The Series 2002 Bonds are being exccuted and issued pursuant to, and are secured under, a Master Indenture, dated as of November 1, 1997, as supplemented by
a First Supplemental Indenture dated as of November 1, 1997, and a Second Supplemental Indenture dated as of May 1, 2002 (collectively the “Master Indenture™), by
and between the Salinas Valley Solid Waste Authority (the “Authority”) and BNY Western Trust Company, as trustee (the “Trustee”), to (i) pay certain costs incurred
by the Authority in connection with the acquisition and construction of certain improvements (the “2002 Project”) to the Authority’s solid waste transfer and disposal
system (the “System”); (ii) refund the Authority’s outstanding Revenue Bonds, Series 1997 (the “Prior Bonds™), (iii) prepay a portion of the amount owed by the
Authority pursuant to the Instaliment Purchase Agreement dated as of September 1, 1997, by and between the Authority and the City of Salinas (the “Crazy Horse
Purchase Agreement”) pursuant to which the Authority purchased the Crazy Horse Landfill from the City of Salinas; (iv) fund a reserve fund for the Series 2002 Bonds;
and (v) pay certain other costs, including costs of issuance. See “THE 2002 PROJECT.” The Authority is a joint exercise of powers authority, created pursuant to an
agreement dated as of January 1, 1997 (the “Authority Agreement”) among the County of Monterey, and the Cities of Salinas, Gonzales, Greenfield, King City and
Soledad (the “Members”™). Pursuant to the Authority Agreement, the Authority was established to, among other things, acquire and manage the landfill assets of each
Member, ensure long term landfill capacity for the Authority service area, and provide unified and coordinated solid waste management for the Members,

The principal, premium, if any, and interest due with respect to the Series 2002 Bonds are payable solely from amounts pledged therefor, including certain revenues
of the System, pursuant to the Master Indenture, and will be on a parity with additional bonds and certain other obligations of the Authority (as described herein) issued
or executed under the Master Indenture, subject to the application of such revenues as permitted by the Master Indenture. The revenues of the System so pledged consist
primarily of the Net Revenues (as defined herein) of the System, which generally consist of the tipping fees, service charges, user charges and income received by or
imposed by the Authority in connection with the operation of the System and the provision of solid waste disposal services, less the Maintenance and Operation Costs
(as defined herein) of the System.

THE OBLIGATION OF THE AUTHORITY TO PAY PRINCIPAL AND INTEREST ON THE SERIES 2002 BONDS IS A LIMITED OBLIGATION OF THE
AUTHORITY, PAYABLE SOLELY FROM THE AMOUNTS PLEDGED THEREFOR AND DOES NOT CONSTITUTE AN OBLIGATION OF THE AUTHORITY
OR THE MEMBERS FOR WHICH THE AUTHORITY OR THE MEMBERS ARE OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR
WHICH THE AUTHORITY OR THE MEMBERS HAVE LEVIED OR PLEDGED ANY FORM OF TAXATION. THE AUTHORITY HAS NO TAXING POWER.
THE SERIES 2002 BONDS DO NOT CONSTITUTE AN INDEBTEDNESS OF THE MEMBERS, THE STATE OF CALIFORNIA OR ANY OF ITS POLITICAL
SUBDIVISIONS WITHIN THE MEANING OF THE CONSTITUTION OF THE STATE OF CALIFORNIA, ANY STATUTORY DEBT LIMITATIONS OR
OTHERWISE, OR A PLEDGE OF THE FAITH AND CREDIT OF THE AUTHORITY OR THE MEMBERS.

Interest on the Series 2002 Bonds is payable semiannually on February 1 and August 1 of each year, commencing on August 1, 2002. The Series 2002 Bonds will
be issued in book-entry form only and, when delivered, will be registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New
York (“DTC™), which will act as securities depository for the Series 2002 Bonds. Individual purchases of the Series 2002 Bonds will be made in book-entry form only.
Purchasers of the Series 2002 Bonds will not receive ceriificates representing their ownership interests in the Series 2002 Bonds purchased. The Series 2002 Bonds
will be issuable in the principal amount of $5,000 and any integral multiple thereof. Principal and interest payments on the Series 2002 Bonds are payable directly to
DTC by the Trustee. Upon receipt of payments of principal and interest, DTC will in tumn distribute such payments to the beneficial owners of the Series 2002 Bonds.

The Series 2002 Bonds are subject to redemption prior to maturity, as described herein.

This cover page contains certain information for quick reference only and is not a summary of the issue. Investors must read the entire Official Statement to obtain
information essential to the making of an informed investment decision. See “CERTAIN RISK FACTORS"™ herein for a description of certain of the risks associated
with an investment in the Series 2002 Bonds.

Payment of principal of and interest on the Series 2002 Bonds when due will be guaranteed under a financial guarantee insurance policy to be issued concurrently
with the delivery of the Series 2002 Bonds by Ambac Assurance Corporation (the “Insurer”).

Ambac

Maturity Schedule
$13,890,000 Serial Bonds
Maturity Principal Interest CUSIP Maturity Principal Interest CUSIP
{August 1) Amount Rate Yield Number (August 1) Amount Rate Yield Number
2005 $720,000 5.000% 3.250%  795036AS1 2012 $ 985,000 5.000% 4,600%  795036AZ5
2006 745,000 5.000 3.500 795036AT9 2013 1,035,000 4.600 4.750 795036BA9Y
2007 785.000 5.000 3.750 795036AU6 2014 1,085,000 5.625 4.870 795036BB7
2008 825.000 3.700 3.950 795036AV4 2015 1,150,000 5.625 5.020 795036BC5
2009 860,000 5.000 4.200 795036AW2 2016 1,215,000 5.625 5.120 795036BD3
2010 900,000 4.125 4.350 795036AX0 2017 1,285,000 5.625 5.200 795036BE1
2011 940,000 4.250 4.450 795036AY8 2018 1,360,000 5.625 5.270 795036BF8

$6,210,000 5.125% Term Bonds due August 1, 2022 - Priced to Yield 5.380% CUSIP 795036BG6
$9.815,000 5.250% Term Bonds due August 1, 2027 — Priced 1o Yield 5.450% CUSIP 795036BH4
$9,930,000 5.250% Term Bonds due August 1, 2031 - Priced to Yield 5.480% CUSIP 795036BJO

The Series 2002 Bonds will be offered when, as and if executed and delivered, and received by the Underwriter, subject to the approval as 1o their legality by
Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, California, Bond Counsel, and certain other conditions. Certain legal matters will be
passed upon for the Underwriter by its counsel. Hawkins, Delafield & Wood, Sacramento, California and for the Authority by Bruen & Burke, a Professional
Corporation, Walnut Creek, California, its general counsel. It is anticipated that the Series 2002 Bonds in definitive form will be available for delivery to DTC in New

York, New York, on or about May 29, 2002.
E.]. DE LA ROSA & CO., INC.

Dated: May 15, 2002
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ESTIMATED SOURCES AND USES OF BOND PROCEEDS

The estimated sources and uses of funds with respect to the Series 2002 Bonds (exclusive of
accrued interest) are set forth below:

Sources of Funds

Par Amount of the Series 2002 Bonds $39,845.000.00
Cash Contribution from the Authority 2.393,058.34
Prior Bonds Reserve Fund 648,355.00

Total Sources $42.886,413.34

Uses of Funds

Acquisition and Construction Fund $21,725,000.00
Crazy Horse Acquisition

Prepayment Fund 3,790,354.62
Prior Bond Escrow 9.,013,095.29
Capitalized Interest"! 3,037,395.31
Reserve Fund , 2,820,700.00
Costs of Issuance Fund™ 1.464,453.17
Underwnter's Discount 637,520.00
Original Issue Discount 397.894.95

Total Uses $42.886,413.34

™ Of this amount $2,006,385.99 will be deposited in the initial capitalized interest fund and $1,031,009.32 will be deposited in

the capitalized interest account of the project fund subject to requisition by the Authority to pay capitalized interest.
' Includes administrative, consulting engineer, rating agency, legal, trustee, bond insurance premium and printing costs.

THE SERIES 2002 BONDS
General

The Series 2002 Bonds shall be dated as of May 29, 2002, shall bear interest (computed on the
basis of a 360-day year consisting of twelve 30-day months) at the rates per annum (payable semiannually
on February 1 and August 1 in each year, commencing on August 1, 2002) and shall mature and become
payable on August 1 in each of the years in the principal amounts set forth on the cover page hereof.

The Series 2002 Bonds shall be issued as fully registered bonds in denominations of five
thousand dollars ($5,000) or any integral multiple of five thousand dollars ($5,000) (not exceeding the
principal amount of Series 2002 Bonds maturing at any one time).

Mandatory Redemption. Sinking Fund Installments are established in the Master Indenture for
the mandatory redemption and payments of the Series 2002 Term Bonds maturing on August 1, 2022,
which payments shall become due during the years ending on the dates and in the amounts set forth in the
following schedule (except that if any Series 2002 Term Bonds have been optionally redeemed pursuant
to the Master Indenture, the amounts of such Sinking Fund Installments shall be reduced by the principal
amount of all such Series 2002 Term Bonds so optionally redeemed as provided therein), namely:

6 EXHIBIT 9
to
ATTACHMENT A



Northwestern Atrium Center, 500 West Madison Street, Suite 1400, Chicago, Illinois 60661. Copies of
such material can be obtained from the public reference section of the Commission at 450 Fifth Street,
N.W., Washington, D.C. 20549 at prescribed rates. In addition, the aforementioned material may also be
inspected at the offices of the New York Stock Exchange, Inc. (the "NYSE") at 20 Broad Street, New
York, New York 10005. The Company’s Common Stock is listed on the NYSE.

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

Incorporation of Certain Documents by Reference

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

})] The Company’s Current Report on Form 8-K dated January 23, 2002 and filed on
January 25, 2002;

2) The Company’s Annual Report on Form 10-K for the fiscal year ended December 31,
2001 and filed on March 26, 2002; and

3) The Company’s Current Report on Form 8-K dated April 17, 2002 and filed on April 18,
2002.

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

THE 2002 PROJECT

Following is a brief description of the major improvements to be funded from the proceeds of the
Series 2002 Bonds (excerpted from the Consulting Engineer’'s Report). See APPENDIX A -
"CONSULTING ENGINEER’S REPORT" for a detailed description of the 2002 Project and the source
of funding therefor.

Johnson Canyon Road Landfill Improvement Projects: This component of the 2002 Project
consists of landscaping, plantings and visual improvements at Johnson Canyon Road Landfill; installation
of additional monitoring wells and well devices required by the Regional Water Quality Control Board
(the "RWQCB") at Johnson Canyon Road Landfill; the development of Modules V and VI at Johnson
Canyon Road Landfill (the two modules will provide approximately eleven acres of lined landfill space);
the installation of dedicated groundwater monitoring pumps for each of the groundwater monitoring wells
at Johnson Canyon Road Landfill; overhaul the leachate handling system at the Johnson Canyon Road
Landfill; improvements to the existing gas extraction and control system at Johnson Canyon Road
Landfill and costs related to the required permits for all landfill expansion and system improvements
projects for Johnson Canyon Landfill.

Crazy Horse Landfill Improvement Projects: This component of the 2002 Project consists of a
variety of improvements to the leachate collection system at the Crazy Horse Landfill; Erosion Control-
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Winterization required by RWQCB, including drainage. slope improvements, vegetation and sediment
work; installation of additional monitoring wells and well devices to the Groundwater Monitoring System
(the monitoring wells and well devices are required by the RWQCB for groundwater investigation and
site monitoring): implementation of a Corrective Action Program for groundwater treatment system
improvements at Crazy Horse Landfill; installation of a new leachate transfer and storage system and the
second phase of the liquids handling system is the installation of storage units and controls; siting of a
temporary office at Crazy Horse Landfill; purchase of existing buildings, tanks and equipment from USA
Waste; Landfill Gas System Expansion & Flare needed for control of emissions and to prevent
groundwater contamination; investigate and remediate a discovered abandoned burn dump on the Crazy
Horse Landfill property: abandonment of a groundwater well lying underneath the waste liner of the
Crazy Horse Landfill; planning the construction of the final liner area, Module V, for the placement of
wastes. The Phase V cell will create new capacity and operations soil at the landfill. It is estimated that
the Phase V cell will result in an estimated increase of 131,700 cubic yards of gross landfill capacity or
63,200 tons of refuse capacity.

Acquisition of Salinas Transfer Station/Alternative Project: The Authority has a contract with
Waste Management, Inc. (WMI) with an option to purchase the Salinas Transfer Station. The Authority
is currently in negotiations with WMI for the purchase of the facility for a purchase price of
approximately $9.5 million (to be funded from the proceeds of the Series 2002 Bonds). The site is
already permitted as a transfer station and would continue to be used by the Authority for that purpose
upon purchase by the Authority if purchased. An application has been submitted to the CIWMB and
Monterey County to increase the daily capacity from 300 tons to 1,000 tons per day.

In the event that negotiations with WMI are unsuccessful or the application to increase daily
capacity is unsuccessful, the Authority has indicated it is likely that it would opt to construct its own
facility. The Consulting Engineer states in the Consulting Engineer Report that the $9.5 million
anticipated to be used for the purchase of the Salinas Transfer Station, plus approximately $1.1 million for
retrofits included in the budget for the Salinas Transfer Station should be sufficient to cover costs for
development and construction of a new facility. Construction of a new transfer station would be subject
to receipt of various permits and approvals, and compliance with the California Environment Quality Act,
which cannot be assured.

Lewis Road Landfiil Improvement Projects: This component of the 2002 Project consists of
addition of monitoring wells and well devices at Lewis Road Landfill to be used for investigation and site
monitoring by the RWQCB; erosion mitigation improvements for the borrow site at Lewis Road Landfill
to provide various improvements for the protection of the excavated surfaces after the closure of the
landfill; develop a leachate storage and disposal system at Lewis Road Landfill; relocation of existing
high voltage transmission power poles from their current location at Lewis Road Landfill; and certain
costs in connection with the approval of the regulatory documents previously submitted to the Monterey
County Department of Environmental Health and CIWMB. In addition, modifications to the existing
methane control at the Lewis Road Landfill used to prevent gas migration will be included in this portion
of the 2002 Project.

Jolon Road Landfill Improvement Projects: This component of the 2002 Project consists of
installation of a landfill gas control system at Jolon Road Landfill, including the installation of vertical
wells, collection lateral, and a collection header system connecting to the flare; installation of landfill gas
perimeter migration detection probes in accordance with the Order from the Monterey County
Department of Environmental Health LEA; additional monitoring wells and well devices at Jolon Road
Landfill; and overhaul of the sedimentation basin and drainage system for storm water management
improvements at Jolon Road Landfill.
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Other Components of the 2002 Projeci: In addition to the components described above, the
Authority intends to use a portion of the proceeds of the Series 2002 Bonds to pay for environmental
clearance, site characterization, administrative and engineering duties, reporting and reviewing of the EIR
and other activities relating to planning for long term disposal capacity.

The various components of the 2002 Project (and the sources of funding therefor) are more
particularly described in the Consulting Engineer’s Report contained in Appendix A.

CONSULTING ENGINEER’S REPORT

Brown, Vence & Associates, Inc., San Francisco, California ("BVA") has been retained on a non-
contingent basis to prepare a Consulting Engineer’s Report for inclusion in this Official Statement as
Appendix A. BVA has provided technical and other advice relating to solid waste management to the
Authority since the Authority’s inception in January, 1997, and provided similar advice and consulting
services to the County and certain of the Members for a number of years and continues to do so currently.
The Consulting Engineer’s Report contains a review and analysis of technical, economic and
environmental aspects of the System, and other related matters. The information concerning the System
in this Official Statement has been excerpted from the Consulting Engineer’s Report. The estimates,
opinions and conclusions expressed in the Consulting Engineer’s Report are based upon certain
assumptions, calculations and qualifications set forth therein, and the Consulting Engineer’s Report
should be read in its entirety. While the Consulting Engineer believes these assumptions to be reasonable
for purposes of the Consulting Engineer’s Report, the assumptions may vary significantly from actual
future conditions due to unanticipated events and circumstances. To the extent that actual future
conditions vary from those assumed in the Consulting Engineer’s Report, the actual results will vary from
those contained in the Consulting Engineer’s Report. See APPENDIX A - CONSULTING
ENGINEER’S REPORT” to this Official Statement.

THE SYSTEM

Following is a brief description of the existing facilities which comprise the System, as excerpted
from the Consulting Engineer’s Report. The Consulting Engineer's Report is attached as Appendix A
hereto. The Consulting Engineer's Report should be read in its entirety.

The Authority; History of the System

The Authority is a joint exercise of powers authority, created pursuant to an agreement dated as
of January 1, 1997 (the "Authority Agreement") among the County of Monterey, and the Cities of
Salinas, Gonzales, Greenfield, King City and Soledad (the "Members"). Pursuant to the Authority
Agreement, the Authority was established to, among other things, acquire and manage the landfill assets
of each Member, ensure long term landfill capacity for the Authority service area, and provide a unified
and coordinated solid waste management for the Members. Since its formation in January, 1997, the
Authority has acquired the Crazy Horse, Lewis Road and Johnson Canyon landfills and the existing lease
for the Jolon Road transfer station assets of each of the Members. Although, prior to the formation of the
Authority, these facilities were independently owned and operated by the City of Salinas and Monterey
County, historically these facilities collectively served as the disposal location for virtually all solid waste
generated in the Authority service area. As more particularly described below, and in the Consulting
Engineer’s Report, the System now consists primarily of four landfills, Crazy Horse, Johnson Canyon
Road, Jolon Road and Lewis Road and the Salinas and Jolon transfer stations.
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the enforceability (or constitutionality) of the contractual designation of the System in the various
agreements between Members of the Authority and solid waste haulers operating in their jurisdiction, or
in the Waste Delivery Agreements, such courts would not find such provisions to be unenforceable.
(Because of the uncertainty surrounding the legal issues raised by the Waste Delivery Agreement, counsel
to the Authority and the Members have not been asked to deliver opinions as to the enforceability of the
Waste Disposal Agreements.) In such event, haulers in the Authority service area would not have any
legal or contractual obligation to utilize the System. However, in such event, the Authority believes that
solid waste collected by haulers in the Authority service area would continue to be delivered to the
System due to the economic competitiveness of the System. In addition, the Consulting Engineer has
stated in the Consulting Engineer’s Report that, subject to the limitations and assumptions contained in
the Consulting Engineer’s Report, "Although there are other facilities in Monterey County and other
nearby counties that could compete for the waste stream, factors such as tipping fees, hauling costs,
operating policies, available capacity and some regulatory considerations currently limits the potential use
of these facilities by the Authority Members”. However, in the event that the disposal site designation
provisions of (i) the Waste Delivery Agreements or (ii) the contractual or other arrangements between
individual Members and waste haulers were determined to be not enforceable, and haulers concluded that
use of an available competitive disposal location other than the System was less expensive or otherwise
more desirable than the System, such circumstances could have a material adverse impact on the ability of
the Authority to generate Revenues in the amounts contemplated in the Master Indenture, and to pay debt
service with respect to the Series 2002 Bonds. See "CERTAIN RISK FACTORS - Competition" herein.

Historical Waste Deliveries to the System

The following table from the Consulting Engineer's Report contains summaries of the waste
deliveries to the four landfills from Fiscal Year 1998-99 through Fiscal Year 200-01.

TABLE 1

HISTORICAL WASTE DISPOSAL INFORMATION

FY1998/99 FY1999/00 FY2000/01
Crazy Horse Landfill 181,876 183,754 183,770
Lewis Road Landfill 24,988 22,357 14,396
Johnson Canyon Road Landfill 45,064 44,730 48,326
Jolon Road Landfiil Inactive Inactive Inactive
Total 251,928 250,841 246,492
Note: Tonnages are inclusive of generators outside of the Authority’s area

Source: Consulting Engineer’s Report

Projected Waste Deliveries to the System

The following table from the Consulting Engineer’s Report shows projected waste deliveries to
the System through Fiscal Year 2031-32, assuming that current waste delivery practices are unchanged.
See the Consulting Engineer’s Report for a discussion of all of the assumptions utilized in preparing the
projections.

33 EXHIBIT 9

to
ATTACHMENT A



TABLE 2
PROJECTED WASTE DELIVERIES TO THE SYSTEM

FY Tons FY Tons
2001:02 228.093 2016717 285,170
2002/03 231,515 2017/18 289,447
2003:04 234,987 201819 293,789
2004:05 238,512 2019/20 208,196
2005:06 242,090 202021 302,669
2006:07 245721 202122 307,209
2007:08 249 407 2022723 311,817
2008:09 253,148 2023724 316.494
2009:10 256.945 202425 321,241
201011 260,800 2025/26 326,060
2011412 264,712 202627 330,851
2012/13 268.682 202728 335,915
2013714 272,713 2028:29 340.954
2014:13 276.803 2029:30 346,068
2015716 280.835 2030:31 351.259

203132 356,528

Source: Consulting Engineer’s Report
Major Sources of Revenues

The Authority generates revenues from several sources including landfill tipping fees, transfer
station self-haul tipping fees, green waste tipping fees, the proposed transfer station lease, and investment
earnings. A description of each revenue source is provided below. Projected operating results for the
Authority are included in the Consulting Engineer’s Report.

Billing Methodology Generallv. In Greenfield, Gonzales and Soledad, the cities bill their
residents and businesses for waste services and then pay the Authority for disposal charges. For all other
Members (including the City of Salinas and the unincorporated area of the County served by the System),
the Authority bills the individual hauler of waste then the hauler remits the amount due for disposal to the
Authority. All funds are deposited into an Authority account.

Landfill Tipping Fee. Landfill tipping fees constitute the largest source of Authority revenue.
Fees are collected on the refuse received at the Authority’s landfills and transfer stations on a per-ton
basis. The current (Fiscal Year 2001-02) tonnage fees collected by the Authority are $43-per-ton on
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refuse at all landfills including Crazy Horse Landfill, Lewis Road Landfill, Jolon Road Landfill and
Johnson Canyon Road Landfill. The Authority has a discounted rate schedule for certain recyclable
materials.

In the projected operating results contained in the Consulting Engineer’s Report, tipping fees are
escalated at $1 per ton each year through the life of the Series 2002 Bonds (Fiscal Year 2001-02 through
Fiscal Year 2031-32).

Transfer Station Self-Haul Tipping Fees. The Authority estimates that approximately 17,400 tons
will be brought to transfer stations in Fiscal Year 2001-02. For the use of the Salinas Transfer Station, the
Authority charges seif-haul $46-per-ton.

Green-Wood Waste Tipping Fees. Green-Wood wastes are accepted at the Authority’s landfills
and transfer stations. The Authority accepts only clean, separated Green-Wood waste loads. Green-Wood
waste loads are charged $30-per-ton. The Authority uses the Green-Wood wastes as alternative daily
cover (ADC) at Crazy Horse and Johnson Canyon Road Landfill. The Authority estimates that 5,000 tons
of Green-Wood waste will be received in Fiscal Year 2001-02.

Transfer Station Lease. In the event that the Authority exercises its option to purchase the
Salinas Transfer Station, the Authority may lease a portion of the Salinas Transfer Station to BFI to be
used as the corporation yard for the City’s hauler. In addition to receiving and transferring refuse, the
Salinas Transfer Station has a large corporate yard where refuse vehicles and containers are stored and
maintained. For this reason, it would be practical for BFI to lease a portion of the transfer station from
the Authority. It is assumed that the Authority would not begin leasing the transfer station to BFI until
May 2004. The Authority predicts that the lease of the transfer station to the City would contribute at
least $200,000 per year in 2004-05 with an increase of 3% per year and the amount has been included as a
revenue in the projected operating results. However, the Authority has not acquired the Salinas Transfer
Station as of the date hereof and there can be no assurance that revenues from any such lease will be
received in the amounts projected.

Interest on Funds. The Authority estimates earning three and a half percent per year interest on
funds from fiscal year 2002-03 through the maturity of the Series 2002 Bonds. For fiscal year 2001-02,
the Authority is anticipating receiving about $800,000 in interest.

Rate Siabilization Fund. Upon closing of the Series 2002 Bonds, the Authority intends to deposit
$2,500,000 in the Rate Stabilization Account. See “SECURITY AND SOURCES OF PAYMENT FOR
THE SERIES 2002 BONDS - “Pledge of Master Indenture, Net Revenue” herein. For fiscal year 2002-
03, the Authority anticipates the use of approximately $500,000 of such funds on deposit in the Rate
Stabilization Fund established pursuant to the Master Indenture. In fiscal year 2003-04, the Authority
anticipates the use of approximately $175,000 in the Rate Stabilization Fund in Fiscal Year 2005-06,
$500,000, in Fiscal Year 2006-07, $600,000, in Fiscal Year 2007-08, $645,000, and in Fiscal Year 2008-
09, $235,000. The rate covenant contained in the Master Indenture limits the amounts on deposit in the
Rate Stabilization Fund that can be used to satisfy certain requirements of the rate covenant. See
"SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2002 BONDS — Rate Covenant"
herein. For a discussion of certain issues relating to the Authority’s compliance with the rate covenant in
fiscal year 2001-2002, see "THE SYSTEM -- Financial and Management Aspects of the System; Actual
Net Loss in Fiscal Year 2000-01 and Projected Net Loss in Fiscal Year 2001 -02; Certain Issues Related to
Compliance with Rate Covenant in Fiscal Year 2001-02"
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Total Gross Revenues. The total gross revenues estimated for the Authority for Fiscal Year 2001-
02 are the sum of the landfill tipping fees, transfer station self-haul
funds. The total gross revenues are estimated to be approximately
The landfill tipping fee accounts for the largest portion of the revenues, approximately 83.8 percent of the

total gross revenues.

fees, green waste fees and interest on
$10.810,212 in Fiscal Year 2001-02.

The following chart, excerpted from the Consulting Engineer’s Report, shows the projected total

gross revenues for Fiscal Year 2001-02.

PROJECTED GROSS RE\E’:SII;ISZ %OR FISCAL YEAR 2001-02
\;evenue Source FY 2001/02 Percent |
Tipping fees $9,059.812 83.8%
Self-haul fees $800,400 7.4%
Green waste tipping fees $150,000 1.4%
Investment Earnings $800.000 7.4%
Total Revenues $10.810,212 100.0%

Source: Consulting Engineer's Report.
Competition

The Authority believes that the tipping fees charged by the Authority are, and will continue to be
competitive with other waste disposal sites which potentially could be utilized by waste haulers in the
Authority service area. particularly in light of the additional transportation cost that would be incurred in
the event any such alternate disposal sites outside of the System were utilized by such waste haulers. The
Consulting Engineer’s Report contains a comparison of the disposal cost at certain currently available
alternate sites with the currently applicable disposal costs at the System. These estimates have been
prepared by the Authority's Consulting Engineer, and are based on the current tipping fees charged at the
closest available disposal facilities in the adjacent counties. See the Consulting Engineer's Report for a
complete discussion of the assumptions on which the information concerning competing facilities was
based.

In addition to the potentially available alternate disposal facilities listed in the Consulting
Engineer’s Report, a large number of other potentially available transfer or disposal facilities outside of
the System are currently in operation or in various stages of planning. In addition, two facilities which are
currently within the System, the Jolon Road Landfil’ and the Salinas Transfer Station, are owned by
private waste management service providers which also haul a portion of waste generated in the Authority
service area. Although the Authority currently controls these facilities pursuant to leases or other
contractual arrangements, if the leases or arrangements are not renewed, the Jolon Road Landfill and the
Salinas Transfer Station could represent competition to the System. Although the Authority has
contractual arrangements with the Members designed to assure delivery of waste generated in the
Authority service area to the System. there can be no assurances that such arrangements will not be found
unenforceable if challenged. See "Legal Issues Relating to Disposal Site Designation” above. Although
the Authority believes that the System will continue to charge economically competitive tipping fees
throughout the term of the Series 2002 Bonds, factors outside of the control of the Authority could affect
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the relation of the tipping fees applicable at the System to those generally prevailing at potentially
available alternate disposal locations, and facilities outside of the System (including, transfer stations
located in the Authority) could represent a more cost effective disposal location for haulers of County
waste. If the Waste Delivery Agreements or the contractual arrangements of the Members to cause waste
to be delivered to the System are not enforceable, the existence of a more cost effective disposal location
for haulers of waste generated in the System could have a material adverse impact on the ability of the
Authority to generate Net Revenues in the levels required by the Master Indenture and to pay Debt
Service with respect to the Series 2002 Bonds. See "CERTAIN RISK FACTORS - Competition" herein.

Capital Plan
The 2002 Project. The major portion of the proceeds of the Series 2002 Bonds will be used to pay

the costs of the 2002 Project, which consists of various improvements to the system. See "The 2002
Project” herein.

Future Capital Requirements. In order to effectively plan for future County System capacity
requirements, the Authority has developed a capital plan which contains various projects and facilities.
Projects in the capital plan include landfill liners, gas and leachate collection systems and other costs
associated with the expansion of the System. The capital plan contemplates that these projects will be
financed through a combination of methods, including use of previously funded System reserves,
payment from then current revenues of the System (i.e., "pay-as-you-go") and the issuance of additional
Bonds, Contracts or Repayment Obligations in accordance with the Master Indenture. The Consulting
Engineer’s Report surnmarizes the currently anticipated future capital requirements of the System.

The Consulting Engineer has stated that estimated costs of these capital requirements have been
factored into the projected operating results contained in the Consulting Engineer’s Report.

Financial and Management Aspects of the System; Actual Net Loss in Fiscal Year 2000-01 and
Projected Net Loss in Fiscal Year 2001-02; Certain Issues Related to Compliance with Rate
Covenant in Fiscal Year 2001-02

In accordance with the Master Indenture, all revenues of the System are deposited in the Revenue
Fund for application in accordance with the Master Indenture. The Master Indenture contains detailed
provisions relating to the financial and operational aspects of the System. See APPENDIX C -
"SUMMARY OF MASTER INDENTURE." A copy of the Authority’s audited financial statements for
the period ending June 30, 2001 is attached hereto as Exhibit B.

Net Operating Losses on Financial Statements. As shown on the audited financial reports, for the
fiscal year ended June 30, 2001, the Authority reported a net loss of $3,589,410. The Authority attributes
this loss primarily to the fact that governmental accounting standards require current recognition as an
expense of depreciation of Crazy Horse Landfill ($3,016,673), depreciation of Lewis Road Landfill
($710,879) and postclosure maintenance expenses for all landfills ($1,120,194). For similar reasons, the
Authority anticipates an additional net loss of similar magnitude for fiscal year 2001-2002, and future net
losses in subsequent fiscal years until closure of the Crazy Horse Landfill in 2004. Neither depreciation
nor recognition of future postclosure expenses (not required to be paid or reserved currently) are required
to be taken into account for purposes of setting rates, fees and charges pursuant to the Master Indenture,
or for purposes of complying with the Authority's rate covenant contained therein. The Authority does
not believe that the actual net loss in fiscal year 2000-2001, or anticipated net loss in fiscal year 2001-
2002 or for future fiscal years, will have a material adverse impact on the ability of the Authority to pay
debt service with respect to the Series 2002 Bonds. See "APPENDIX B - Audited General Fund
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$39,845,000
SALINAS VALLEY SOLID WASTE AUTHORITY
REVENUE BONDS, SERIES 2002

TAX CERTIFICATE

The Salinas Valley Solid Waste Authority (the “Issuer”), hereby makes the following
representations of facts and expectations and covenants to comply with the requirements of this Tax
Certificate in connection with the $39,845,000 Salinas Valley Solid Waste Authority, Revenue
Bonds, Series 2002 (the “Obligations”). These representations and covenants are in furtherance of
the covenants contained in Section 4.21 of the Master Indenture, dated as of November 1, 1997 (the
“Master Indenture”), entered into by the Issuer and BNY Western Trust Company, as trustee (the
“Trustee”) as supplemented by the Second Supplemental Indenture of Trust, dated as of May 1,
2002, entered into by the Issuer and the Trustee (the “Issuance Document”), and in part are made
pursuant to Section 1.141-2(d)(2) and Section 1.148-2(b)(2) of the Treasury Regulations. Capitalized
terms used herein which are not otherwise defined herein shall have the respective meanings set forth
in the Issuance Document.

I. General Matters.

(a) Authority for Issuance. The undersigned and other officers and members of the
Issuer are charged with the responsibility of authorizing and requesting the execution and delivery of
the Obligations. The Obligations are being executed and delivered pursuant to the Issuance
Document.

(b) Sale of Obligations. The Obligations are being delivered to E.J. De La Rosa & Co.,
Inc. as underwriter (the “Underwriter”) on the date hereof.

(c) Purpose of Obligations. The Obligations are being sold and delivered for the purpose
of (a) currently refunding the Issuer’s $9,060,000 Salinas Valley Solid Waste Authority Revenue
Bonds, Series 1997 (the “Current Refunded Obligations”), issued pursuant to the Master Indenture
which financed certain capital costs of the Issuer as described in Exhibit A attached hereto (the “1997
Bond Project”), (b) currently refunding a portion of an installment purchase agreement (the “IPA”)
which financed the capital costs described in Exhibit A (the “1997 IPA Project”), (c) financing
additional capital improvements described in Exhibit A (the “New Money Project;” the New Money
Project, 1997 Bond Project and 1997 IPA Project are hereinafter referred to as the “Project”) (d)
providing for capitalized interest with respect to the Obligations (the “Capitalized Interest”), (e)
paying costs of issuance with respect to the Obligations (the “Issuance Costs”), (f) purchasing a
municipal bond insurance policy from Ambac Assurance Corporation (the “Credit Enhancer”) with
respect to the Obligations (the “Credit Enhancement”), and (g) funding a reasonably required reserve
with respect to the Obligations.

The Project consists of a solid waste disposal facility within the meaning of Section 142(a)(6)
of the Internal Revenue Code of 1986, as amended (the “Code™).

(d) Nature of Issue. All the Obligations are being sold and issued at the same time, have
been sold pursuant to the same plan of financing, and are reasonably expected to be paid from
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EXHIBIT A

Land Limit: $ 39,845,000.00 Principal
(397,894.95)  Original Issue Discount
(2.820.700.00)  Debt Service Reserve
36,626,405.05 x .25 = $9,156,601.00

Land Possibly Financed:
Madison Lane $ 2,380,718.00
Crazy Horse 3,790,354.62
Jolon 156,500.00
Land Acquisition 2,000,000.00
Issuance Cost Limit: $ 39,845,000.00 Principal

(397.894.95)  Original Issue Discount
39,447,105.05 x .02 = $788,942.10

Rehabilitation Requirement:
Madison Lane Acquisition

land $2,380,718.00, building $5,960,839.00, and fixtures $802,630.00)
$6,763,469.00 x .15 =$1,014,520.35

L OBLIGATION PROCEEDS

A, Principal Amount $ 39,845,000.00
Less - Original Issue Discount (397,894.95)
Plus Investment Earnings (no more than) 1,500,000.00
Less - Reserve Fund (2,820,700.00)
Less — Capitalized Interest (1,031,009.32)

B. Spendable Proceeds $ 37,095,395.73

I1. ALLOCATION OF OBLIGATION PROCEEDS AND EQUITY
(obligation proceeds will be utilized on only the following costs as selected by the Issuer)

A. Qualified Project Costs (all incurred after date of
the official intent adopted with respect to the Project):

Madison Lane Transfer Station Purchase Price $ 9,144,187.00
(attributable to land, building, and fixtures)

Refunding 1997 Bonds (financed items described 8,129,180.29
in 1997 Bond Tax Certificate)

Refunding Portion Installment Purchase Agreement 3,790,354.62

(financed the portion of the purchase price of Crazy Horse attributable to land)

A-1
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Administration

Regional Facilities Expansion
Capital Replacement
Scalehouse Networking
Madison Lane Rehab Costs
Land Acquisition for Expansion

Johnson Canyon

Species Mitigation and Monitoring
West Berm Landscaping
Groundwater Monitoring

Erosion Control

Liners

Water Monitoring Pumps
Leachete Handling Systems

LFG System

Solid Waste Permits

Crazy Horse

Leachate System Improvements
Erosion Control

Groundwater Monitoring
Groundwater System

Liquids Handling System
Office Trailer

Scalehouse

LFG System Expansion and Flare
Burn Dump Remediation

Well Abandonment

Scalehouse Liner

Groundwater Remediation
Closed Area Improvements
Solid Waste Permits

Lewis Road

Erosion Control
Groundwater Monitoring
Mitigation Impacts
Leachate Storage System
Relocate Power Poles
Sediment Basin

Solid Waste Permits

Gas Flare

Jolon Road

Erosion Control

Gas Flare

Gas Perimeter Probes
Groundwater Monitoring
Sediment Basin Drainage

Jolon Transfer Station Improvements

A-2
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661,605.00
39,300.00
38,044.00

1,014,520.35
2,000,000.00

60,600.00
43,400.00
80,200.00
24,000.00
3,073,800.00
25,000.00
50,000.00
50,000.00
55,000.00

33,700.00
131,800.00
159,700.00
232,900.00
283,700.00

15,000.00

85,000.00
790,000.00
170,000.00

50,000.00
980,000.00

2,110,000.00
150,000.00
110,500.00

50,000.00
101,600.00
131,400.00

75,000.00
100,000.00

75,000.00

12,000.00

28,500.00

6,800.00
50,000.00
39,900.00
45,465.00

361,379.00
1,760,900.00
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B. Costs other than Qualified Project Costs

Issuance Costs $ 788,942.10
Credit Enhancement Fee and other capital costs b _1.183.413.15
Total: $ 1,972,355.25
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Consulting Engineer’s Report on
Solid Waste Projects

Salinas Valley Solid Waste Authority

Presented to | Salinas Valley Solid Waste Authority
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Salinas, CA 93901
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Section 3

of 50 mph, 0.5 hour vehicle loading/unloading time, $65 per hour operating cost
for the transfer vehicle (industry average figure), and an assumed payload of 22
tons per vehicle. The estimated disposal costs shown in Table 3-6 represents
the current gate rate for the listed facilities unless noted otherwise. itis
conceivable that one or more of the Authority waste streams could negotiate a
disposal rate less than the gate rate; however, the price reduction cannot be
reasonably estimated without initiating a negotiation process.

For the two competing facilities located out of state (ECDC and Rooseve it
Regional Landfill), rail haul was assumed to be necessary, with subsequently
higher transfer station ownership and operations costs of $15/ton due to the
special requirements for transferring refuse to a rail car. These special cost
items include compactors, rail spur, one or more rail container lift trucks (and the
fuel and maintenance costs associated with them), one or more transfer trucks to
haul rail trucks to haul rails cars from the compactors to the rail spur (and the fuel
and maintenance costs associated with them), and rolling stock personnel for the
rail container lift truck(s) and transfer truck(s).

As illustrated in Table 3-6, the total tipping fee of these potentially competing
facilities, in all cases but two, significantly exceeds the cur rent cost of $43.00 per
ton charged to the Authority communities.

Although both of these landfills appear to be lower in cost and do not require
transfer haul, it is unlikely that the Authority member agencies will choose either
of these facilities. John Smith Landiill only has a capacity of 500 tons per day
and would likely need to modify its permits in order to accept the amountof
tonnage disposed of by Authority generators. Special negotiations would also

have to take place as the landfill limits wa ste importation from outside of San
Benito County.

Monterey Peninsula Landfill is the most competitive facility due to its lower
tipping fee and close proximity to the Authority 's jurisdiction. However, itis
unlikely that Authority member agencies will move their waste to the Monterey
Peninsula Landfill for the following reasons. King City and the surrounding
unincorporated Monterey County area’s large distance to the landfill make this
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Waste Delivery

option unattractive. At a distance of approximately 68 miles, the costin
transportation to haul cutweighs the reduced tipping fee at Monterey Peninsula
Landfill. Greenfield, Gonzales and Soledad are also deterred from outside
Authority disposal because these cities do not have a transfer station and it is not
economically feasible to transport such a lengthy direct haul. In addition, the
tipping fees assigned to each of the Authority ’s landfills and transfer stations
include funds above and beyond the cost of solid waste disposal such as
household hazardous waste programs, AB339 funds and landfill closure costs. If
a Member should decide to haul its tonnage to a non -Authority facility, they would
still be responsible for costs associated with being a member of the Authority
including repéying its pro rata share of its Authority debt. Adding these costs to
the tipping fee at Monterey Peninsula Landfill would greatly exceed the current
$43 per ton Authority tipping rate. Self haulers have the greatest flexibility to
remove tonnage from the Authority 's jurisdiction, however the high cost of
transportation and the time and inconvenience of travel to the Monterey
Peninsula Landfill will most likely deter self haulers from the site.

Currently, the Authority is negotiating with USA Waste for the purchase of the
Salinas Transfer Station. In the event that negofiations fail, the Authority will
construct an alternative transfer station in the Salinas area. Thus, the Salinas
Transfer Station, operated by USA Waste could serve as a competitive facility to
the Authority. As shown in Table 3-6, this facility appears to be uneconomical as
it is less expensive to direct haul to the Monterey Peninsula Landfill.

In summary, although there are other facilities in nearby counties, and out of
state that could compete for the waste stream, factors such as tipping fees,
hauling costs, operating policies, available capacity and some regulatory
considerations currently limits the potential use of these facilities by the
Authority’s waste generators. Thus, the competition should not interfer e with the
Authority’s ability to atiract sufficient waste over the term of the Bands.

[cian
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SALINAS VALLEY SOLID WASTE AUTHORITY

and

BNY WESTERN TRUST COMPANY

as Trustee

SECOND SUPPLEMENTAL INDENTURE

Dated as of May 1, 2002

Relating to the

SALINAS VALLEY SOLID WASTE AUTHORITY
REVENUE BONDS, SERIES 2002
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SECOND SUPPLEMENTAL INDENTURE

This SECOND SUPPLEMENTAL INDENTURE is made and entered into as of May 1, 2002
(the “Second Supplemental Indenture™), by and between the SALINAS VALLEY SOLID WASTE
AUTHORITY, a joint exercise of powers authority, duly organized and existing under and by virtue
of the laws of the State of California (the “Authority”), and BNY WESTERN TRUST COMPANY,
duly organized and existing under and by virtue of the laws of the State of California, as Trustee (the
“Trustee”);

WITNESSETH:

WHEREAS, the Authority and the Trustee have duly executed and delivered a Master
Indenture, dated as of November 1, 1997 (the “Master Indenture”), and a First Supplemental
Indenture, dated as of November 1, 1997 (the “First Supplemental Indenture”), each relative to the
issuance by the Authority of its Revenue Bonds, and the Authority has issued its Revenue Bonds,
Series 1997 (the “Series 1997 Bonds”) in the aggregate principal amount of $9,060,000 under and
secured by the Master Indenture; and

WHEREAS, the Authority has determined that it is desirable to refinance the 1997 Bonds
and fund additional capital improvements through the issuance of its Revenue Bonds, Series 2002
(the “Series 2002 Bonds™); and

WHEREAS, the Authonty has determined that all things necessary to cause the Series 2002
Bonds, when duly authenticated by the Trustee and issued as provided herein, to be legally valid
special obligations of the Authority, enforceable in accordance with their terms, and to constitute the
Second Supplemental Indenture a valid agreement for the uses and purposes herein set forth in
accordance with its terms, have been done and taken, and the execution and delivery hereof and the
execution and issuance of the Series 2002 Bonds, subject to the terms hereof, have in all respects
been duly authorized;

NOW THEREFORE, THIS SECOND SUPPLEMENTAL INDENTURE WITNESSETH,
that in order to secure the payment of the interest on and principal of and redemption premiums, if
any, on all Series 2002 Bonds at any time issued and delivered hereunder according to their tenor,
and to secure the observance and performance of all the agreements, conditions, covenants and terms
therein and herein set forth, and to declare the conditions and terms upon and subject to which the
Series 2002 Bonds are to be issued, and in consideration of the premises and of the mutual
agreements and covenants herein contained and of the purchase and acceptance of the Series 2002
Bonds by the respective registered owners thereof from time to time, and for other valuable
considerations, the receipt whereof is hereby acknowledged, the Authority does hereby agree and
covenant with the Trustee, for the benefit of the respective registered Owners from time to time of
the Series 2002 Bonds, as follows:

ARTICLE I
DEFINITIONS

SECTION 1.01.  Definitions. Unless the context otherwise requires, the terms defined in
Section 1.01 of the Master Indenture and in this Section 1.01 shall for all purposes hereof and of the
Series 2002 Bonds and of any document herein or therein mentioned have the meanings herein and
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Series 2002 Project Fund and the Capitalized Interest Account, as applicable (unless determined by
the Authority to be required to be transferred to the Trustee, upon receipt of a Written Request of the
Authority, for deposit in the Rebate Fund), subject to the provisions of Section 3.04 of the Master
Indenture regarding completion of the Series 2002 Project. Amounts in the Capitalized Interest
Account will be deposited to the Interest Fund, upon direction of the Authority pursuant to a Written
Request, to pay interest on the Bonds to the extent such amounts comprise costs of the Series 2002
Project properly chargeable to the capital account of the Authority, and are so chargeable pursuant to
the Tax Certificate. The Authority covenants and agrees all of such amounts are expected to be so
transferred on or before February 1, 2005. Upon completion of the Project, unspent amounts
remaining in the Capitalized Interest Account shall be transferred to the Project Fund.

SECTION 2.06. Terms of Series 2002 Bonds Subject to the Master Indenture.

() Except as in the Second Supplemental Indenture expressly provided, every
term and condition contained in the Master Indenture shall apply to the Second Supplemental
Indenture and to the Series 2002 Bonds with the same force and effect as if the same were herein set
forth at length, with such omissions, variations and modifications thereof as may be appropriate to
make the same conform to this Second Supplemental Indenture.

(b) The 2002 Bond Insurer shall be a Bond Insurer for all purposes of the Master
Indenture, and the 2002 Financial Guaranty Insurance Policy shall be a Municipal Bond Insurance
Policy for all purposes of the Master Indenture. The 2002 Tax Certificate shall be a Tax Certificate
for all purposes of the Indenture, and the 2002 Continuing Disclosure Certificate shall be a
Continuing Disclosure Certificate for all purposes of the Indenture.

SECTION 2.07.  Security for Series 2002 Bonds. The Series 2002 Bonds shall be Bonds
which shall be secured in the manner and to the extent set forth in Article Il of the Master Indenture,
and in this Second Supplemental Indenture.

SECTION 2.08. Federal Tax Covenants. The Authority will comply fully with the Series
2002 Tax Certificate with respect to the expenditure of Series 2002 Bond Proceeds, and otherwise,
and Sections 4.21 and 4.22 of the Master Indenture so as to maintain the exclusion from federal
income taxation of interest on the Series 2002 Bonds.

SECTION 2.09. Payment Procedure Pursuant to the Series 2002 Financial Guaranty
Insurance Policy. As long as the Series 2002 Financial Guaranty Insurance Policy shall be in full
force and effect, the Agency and the Trustee agree to comply with the following provisions:

(a) At least one (1) day prior to each Interest Payment Date, the Trustee will
determine whether there will be sufficient moneys in the funds and accounts maintained by the
Trustee under the Indenture to pay the principal or interest due on the Series 2002 Bonds on such
Interest Payment Date. If the Trustee determines that there will be insufficient moneys in such funds
or accounts, the Trustee shall so notify the Series 2002 Bond Insurer. Such notice shall specify the
amount of the anticipated deficiency, the Series 2002 Bonds to which such deficiency is applicable
and whether such Series 2002 Bonds will be deficient as to principal or interest, or both. If the
Trustee has not so notified the Sertes 2002 Bond Insurer at least one (1) day prior to an Interest
Payment Date, the Series 2002 Bond Insurer will make payments of principal or interest due on the
Series 2002 Bonds on or before the first (1st) day next following the date on which the Series 2002
Bond Insurer shall have received notice of nonpayment from the Trustee.
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TABLE 13

SALINAS VALLEY SOLID WASTE AUTHORITY
Revenue Bonds, Series 2002

(Refunding & Capital Improvement Projects)

Instaliment Purchase Agreement Payment Schedule

Dated and Delivery Date 9/1/11997
Interest Rate 7.910483%
Original Annual Payment 701,243.22
Annual Payment After 9/1/02 Call 385,097.13
IPA PAYMENTS TO MATURITY
Period Period Total Payment Total Prepayment Period
Ending Beginning at Period on 9/1/02 From Ending
Date Balance Principal Interest End Tax-Exempt Escrow Balance
5/29/2002
9/1/2002 7,638,707.23 48,492.29 302,129.32 350,621.61 3,421,946.46 4,168,268.48
3/1/2003 4,168,268.48 27,683.48 164,865.08 192,548.57 4,140,585.00
9/1/2003 4,140,585.00 28,778.43 163,770.14 192,548.57 4,111,806,57
3/1/2004 4,111,806.57 29,916.69 162,631.88 192,548.57 4,081,889.88
9/1/2004 4,081,889.88 31,099.96 161,448.60 192,548.57 4,050,789.92
3/1/2005 4,050,789.92 32,330.04 160,218.52 192,548.57 4,018,450.87
9/1/2005 4,018,459.87 33,608.77 158,939.79 192,548.57 3,984,851.10
3/1/2006 3,984,851.10 34,938.08 157,610.48 192,548.57 3,949,913.02
9/1/2006 3,949,913.02 36,319.97 156,228.60 192,548.57 3,913,593.05
3/1/2007 3,913,593.05 37,756.51 154,792.06 192,548.57 3,875,836.54
9/1/2007 3,875,836.54 39,249.87 153,298.70 192,548.57 3,836,586.67
3/1/2008 3,836,586.67 40,802.30 151,746.27 192,548.57 3,795,784.37
9/1/2008 3,795,784,37 42,416.13 150,132.44 192,548.57 3,753,368.25
3/1/2009 3,753,368.25 44,093.79 148,454.78 192,548.57 3,709,274.46
9/1/2009 3,709,274.46 45,837.80 146,710.76 192,548.57 3,663,436.66
3/M1/2010 3,663,436.66 47,650.80 144,897.77 192,548.57 3,615,785.86
9/1/2010 3,615,785.86 49,535.50 143,013.06 192,548.57 3,566,250.35
3/1/2011 3,566,250.35 51,494.75 141,053.81 192,548.57 3,514,755.60
9/1/2011 3,514,755.60 53,531.49 139,017.07 192,548.57 3,461,224.11
3/1/2012 3,461,224.11 55,648.79 136,899.77 192,548.57 3,405,575.31
9/1/2012 3,405,575.31 57,849.84 134,698.73 192,548.57 3,347,725.48
3/1/2013 3,347,725.48 60,137.94 132,410.63 192,548.57 3,287,587.54
9/1/2013 3,287,587.54 6251654  130,032.03 192,548.57 3,225,071.00
3/1/2014 3,225,071.00 6498922  127,559.35 192,548.57 3,160,081.78
9/1/2014 3,160,081.78 124,988.87 192,548.57 3,092,522.08
3172015 3,092,522.08 122,316.72 192,548.57 3,022,290.23
9/1/2015 3,022,290.23 119,538.88 192,548.57 2,949,280.54
3/1/2016 2,949,280.54 116,651.17 192,548.57 2,873,383.14
9/1/2016 2,873,383.14 113,649.24 192,548.57 2,794,483.82
3/1/2017 2,794,483.82 110,528.58 192,548.57 2,712,463.83
9/1/2017 2,712,463.83 107,284.50 192,548.57 2,627,199.76
3/1/2018 2,627,199.76 103,912.10 192,548.57 2,538,563.29
9/1/2018 2,538,563.29 92,142.26 100,406.31 192,548.57 2,446,421.04
3/1/2019 2,446,421.04 95,786.71 96,761.86 192,548.57 2,350,634.33
9/1/2019 2,350,634.33 99,575.30 92,973.26 192,548.57 2,251,059.03
3/1/2020 2,251,059.03 103,513.78 89,034.82 192,548.57 2,147,545.28
9/1/2020 2,147,545.28 107,607.96 84,940.60 192,548.57 2,039,937.32
3/1/2021 2,039,937.32 111,864.12 80,684.45 192,548.57 1,928,073.20
9/1/2021 1,928,073.20 116,288.61 76,259.95 192,548.57 1,811,784.59
3/1/2022 1,811,784.59 120,888.11 71,660.46 192,548.57 1,690,896.47
9/1/2022 1,690,896.47 125,669.53 66,879.04 192,548.57 1,565,226.95
3/1/2023 1,565,226.95 130,640.06 61,908.51 192,548.57 1,434,586.89
9/1/2023 1,434,586.89 135,807.19 56,741.38 192,548.57 1,298,779.70
3/1/2024 1,298,779.70 141,178.69 51,369.87 192,548.57 1,157,601.01
9/1/2024 1,1567,601.01 146,762.65 45,785.92 192,548.57 1,010,838.35
3/1/2025 1,010,838.35 152,567.47 39,981.10 192,548.57 858,270.89
9/1/2025 858,270.89 158,601.88 33,946.69 192,548.57 699,669.01
3/1/2026 699,669.01 164,874.97 27,673.60 192,548.57 534,794.04
9/1/2026 534,794.04 171,396.17 21,152.40 192,548.57 363,397.87
3/1/2027 363,397.87 178,175.30 14,373.26 192,548.57 185,222.57
9/1/2027 185,222.57 185,222.57 7,326.00 192,548.57 (0.00)
Totals 4,216,760.77  5,761,289.15  9,978,049.91
Summary for Financial Statements - 6/30/11
Fiscal Year Ending
June 30, Principal Interest Total
2014 127506 257,691 385,097
2015 3 306 385,098
2016 385,097
2017 385,097
2018 385,097
2019-2023 1,103,976 821,509 1,925,485
2024-2028 1,434,587 298,350 1,732,937
3,287,588 2,296,320 5,583,908
3,287,588 2,296,321 5,583,909
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The bonds were issued at an interest rate of 5.25%. The bonds can be refinanced at an interest rate
of 3.75% based on the Authority’s current A+ rating from Standard and Poor’s rating agency. If the
Authority’s rating should change by the time the bonds are issued the estimated savings would
change.

Because this is a major financial transaction staff has looked at all possible options and is looking
for direction from the Board on the following items which have Executive Commiitee
recommendations next to them.

Refinance? There will most likely never be a better time to refinance since interest rates are at an
all-time low. The bonds were issued at 5.25%. Current rates are at approximately 3.75%. Thisisa
1.5% decrease in interest rates. This is the right direction and consistent with our Strategic Plan. .
The Executive Committee recommends refinancing.

Refinance over what time frame? The Executive Committee recommends refinancing over the
remaining life of the current bonds (19 years), thus not extending the length of time during which
the Authority will be in debt.

While extending the bond repayment period from 19 to 30 years would provide additional annual
savings of $520,000 over the next 19 years, it would also require additional bond payments of
$2,020,000 from 2032 to 2042. This would also require that the Waste Flow Delivery Agreements
continue in place for a longer period of time. Again, the Executive Committee does not recommend
extending the bond repayment for a 30 year period.

Include the Crazy Horse Landfill Installment Purchase Agreement (IPA) in the refinancing?
The Executive Committee recommends including the Crazy Horse IPA in the refinancing. The IPA
is currently at 7.91%. This could be lowered to 3.75% over the remaining life of the IPA, through
2028 (16 years). This would generate an additional $60,000 in annual savings. This would be
another fiscally prudent decision that is consistent with our strategic plan. The only potential
drawback to refinancing the IPA, is the fact that while the IPA is currently considered Subordinate
Debt to the 2002 Revenue Bonds, by including it the refinancing, it would no longer be considered
subordinate debt.

Increase debt service coverage from 115% to 125%? Staff recommends not changing the debt

service coverage at this time but waiting to see if a higher debt service coverage ratio could-help to
secure lower interest rates. The practical implications of 115% coverage are that the Authority has
to budget for a $420,000 surplus each year (2.8% of total budget). A 125% coverage ratio would
require a surplus of $700,000 (4.6% of total budget). Once the Authority is aware of the interest
rate differential between the two coverage ratios, a decision can be made.

The Authority needs to start budgeting for surpluses in order to afford future capital costs that are
required to meet regulatory obligations. The past couple of years have seen a decrease in the
Authority’s debt service coverage ratios. If the Authority is not able or willing to commit to budget
changes that would lead to higher debt service coverage ratios then the coverage ratio should remain
at 115%.
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Take out additional debt? If the Authority wanted to obtain additional capital for major projects
this would be the time to do so. This will most likely be the last time that the Authority will be in a
position to borrow for a long time. This decision will need to be made in the near future after a full
consideration of the Authority’s capital improvement plan.

For example, if the new bonds were structured to maintain annual payments at the new projected
level of $2,545,000 over a 25 year period (6-year payment extension), the Authority can raise an
additional $3.8 million for capital projects. Likewise, structuring annual payments at $2,545,000
over a 30 year period (11-year payment extension), the Authority can raise an additional $7.1
million for capital projects.

Alternatively, the Authority could begin to budget for capital projects on a pay-as-you-go basis.
This would require that rates be set at a sufficient level to generate the funds needed for capital
projects.

Next Steps. In order to move forward with the refinancing Board input is needed on the above-
mentioned points. The next step is to appoint an underwriter and bond counsel to work on the
refinancing. Their fees are contingent upon the successful execution of the refinancing.

Staff recommends appointing De La Rosa & Co. as underwriter. They were the underwriter of the
1997 and 2002 Revenue Bonds. They are very familiar with the Authority’s financing and have
assisted anytime an issue has come up concerning the Authority’s bond credit rating and market
related issues. They have been monitoring the market for the right opportunity to refinance.

Staff recommends appointing Stradling Yocca Carlson & Rauth as bond counsel, They were bond
counsel for the 1997 and 2002 Revenue bonds. They are very familiar with the Authority’s
financing and have assisted anytime an issue has come up concerning the Authority’s bond
covenants.

If the Board decides to move forward with the Executive Committee’s recommendation, staff will
bring back agreements for the services of both firms at the next Board meeting along with
Estimated Sources and Uses of the new bond issue and further analysis based on direction provided
by the Board.

BACKGROUND

The Revenue Bonds, Series 2002 were issued in 2002 for $39,845,000. The bond proceeds have all
been spent. As of August 2, 2012 the outstanding principal on the bond issue will be $33,085,000.
ATTACHMENT(S)

None
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Not official minutes of the meeting.

Board of Directors
MEETING HIGHLIGHTS

N iﬁ%ﬁ For use of Board Directors to brief their Council or Board
SALINAS VALLEY
&Jtm WASTE AUTHORITY ThUVdey August 16,2012

Gonzales Environmentai Leadership Academy 2012

Program coordinators Maury Treleven and Sara Papineau-Brandt,
along with Academy participant Alexandro Mendez received
recognition for their participation in the environment-focused
_leadership program through the Gonzales Grows Green, or G,

I community initiative.

Frequently Asked Questions — staff will be posting answers 1o frequently asked questions on the
Authority website. The first FAQ presented addresses why Authority rates are higher than those of
Monterey Regional Waste Management District.

Tonnage Report for Quarter Ended June - fotal tons landfilled this quarter decreased by 5.2% over
the same quarter in 2011, and decreased 5.8% over the previous year. Total tons diverted in this
quarter increased 49% over the same quarter in 2011.

2011 Franchise Haulers Performance Report - Tri-Cities Disposal & Recycling and Republic Services
are fulfilling their contract obligations with their respective cities. Staff will continue to assist with
outreach efforts and mandatory recycling compliance, which became effective July 1, 2012,

Work Street Materials Recovery Center - two site locations are being discussed: Work Street and
Madison Lane. Discussions with the City for land swap/acquisition are in progress as well as the
Autoclave project design and description for environmental review. In September, staff will seek
Board direction tfo finalize the scope for the CEQA consultant. The Autoclave project would help
the Authority achieve its 75% diversion goal by 2015.

County of Monterey’s Intent to Withdraw from JPA - Vice President Silva and Alternate Vice
President Donohue were appointed to meet with County representatives regarding their
concerns and reasons for issuing their Notice of Intent to Withdraw. Representatives for the
County Board of Supervisors are Lou Calcagno and Simon Salinas.

2002 Revenue Bonds Refinancing — staff was directed to proceed with refinancing the bonds
without assuming additional debt or extending the time frame, using two agency composition
scenarios — with and without the County of Monterey as a joint powers member. The refinancing
is expected to generate annual savings of $210,000 over 19 years or $2.8 million if taken up front.

Crazy Horse Landfill Gas Power Project — a revised agreement now includes a change in
ownership from Ameresco to SCE Crazy Horse, a new royalty structure, and project size, due fo
significant PG&E increases and more conservative estimates of gas quality decline by SCE.

Financial Report for Month Ended June 2012

Revenue collected $ 15,190,064 {99.7% of Estimated Revenue)

Expenditures for operations $ 13,468,595 (89.8% of Operating Budget — many June bills still to be paid)
Expenditures for capital projects $ 7,958,274 (53.4% of CIP Budget — many June bills still to be paid)

Cash balance (unrestricted) $ 1,969,388

Cash balance (restricted) $ 14,904,357
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ITEM NO. 10

lieyRecycles.org

FALENS VALLST SOLIG WASTE AUTHORITY

FinGnce Manager/Controller-Treasurer

Report to the Board of Directors

Date: May 16,2013 N/A

General Counsel

From: Roberto Moreno, Finance Manager ? ‘ ﬁ]?\/\h\& \!’m

Tifle: Next Steps for Refinancing of 2002 Revenue General Manoger/CAO
Bonds and Installment Purchase Agreement

RECOMMENDATION

Staff recommends Board accept the report. At the May 1 Executive Committee meeting,
staff was directed to provide a request to the County of Monterey to expedite rescission of
the Notice to Withdraw from the Joint Powers Agreement and the Waste Delivery
Agreement.

STRATEGIC PLAN RELATIONSHIP

The recommended action supports the Board's highest priority Goal to: Develop and
Implement a Sustainable Finance Plan.

FISCAL IMPACT

The refinancing of the 2002 Revenue Bonds is expected to generate annual savings of
$288,000 over the remaining life of the bonds for total savings of $5.4 million. The savings
can also be taken upfront as cash generating $3.7 million that can be used for capital
improvements,

DISCUSSION & ANALYSIS

On August 16, 2012 the Board directed staff to proceed with the refinancing of the 2002
revenue bonds without assuming additional debt or extending the time frame. [t also

authorized including the refinancing of the Crazy Horse Installment Purchase Agreement.
Unfortunately, due to the County's Notice of Intent to Withdraw we have not been able to
refinance. Now that the County is willing to rescind their Notice of Infent to Withdraw we
would like to proceed with the refinancing.

Since refinancing is a one-time opportunity staff would like to obtain the lowest rate
possible. To that end we asked our bond underwriter, John Kim with De La Rosa and Co
to prepare a memo oullining what steps need to be taken in order to obtain the lowest
rate possible. His memo is attached.

As outlined in the memo the Authority needs to take the following steps:

1. Adopt rate increases to maintain a minimum 1.40x debt coverage ratio

2. Obtain a rescission of the County's Notice of Withdrawal

3. Reapprove Waste Delivery Agreements (WDA) with each member agency and
execute similar representations and warranties as under the 2002 bond issuance

EXHIBIT 15
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John Kim will be in attendance at the Board meeting to discuss each of these points with
the Board and answer any questions the Board may have.

Adopt rate increases fo maintain a minimum 1.40x debt coverage ratio

Approval of the AB?39 Fee, will generate $1.7 million in additional revenue, providing a
1.64x debt coverage ratio for FY 2013-14. This is a very favorable debt coverage ratio
while the Recology South Valley [RSV) revenues continue to be received.

If the RSV contract is terminated on December 31, 2014, the debt coverage ratio for FY
2014-15 would be down to about 1.40x. FY 2015-16 would see the fullimpact of the $2.3
million RSV revenue loss, bring the debt coverage ratio to 1.49x. At this point staff believes
an annual CPlincrease in rates along with reduced expenses from the termination of the
Recology contract to operate the Johnson Canyon Landfill will be sufficient 1o maintain a
1.40x coverage ratio going forward.

Approval of a financial policy stating that the Authority will maintain revenues at a level
that will provide for 1.40x debt service coverage would help strengthen the Authority's
ability to retain an A+ rating.

Obtain a rescission of the County's Noftice of Withdrawal

In order to proceed with the refinancing, the County first needs to rescind their Notices of
Withdrawal. We are waiting for their Rescission Notices so that the next steps for
refinancing can take place.

Prepare and Approve Bond Refinancing documents
Provide for Board and Council consideration all documents required by the bond
underwriters fo accomplish the refinancing.

BACKGROUND

The Revenue Bonds, Series 2002 were issued in 2002 for $39,845,000 at an interest rate of
5.25%. The bonds can be refinanced at an interest rate of 3.46% based on the Authority’s
cumrent A+ rating from Standard and Poor's rating agency. if the Authority's rating should
change by the time the bonds are issued the estimated savings would change.

As of August 2, 2012, the outstanding principal on the bond issue is $33,085,000.

The Instaliment Purchase Agreement (IPA) was executed on August 12, 1997 for the
purchase of Crazy Horse Landfill and all its assets at a price of $8 million. It was partially
paid off as part of the 2002 Revenue Bonds. It has an interest rate of 7.91%. As of March 2,
2013 the outstanding principal on the IPA is $3,287,588. The IPA can also be refinanced at
an interest rate of 3.46%.

On August 16, 2012 the Board authorized using De La Rosa & Co as underwriter and
Stradling Yocca Carlson & Rauth as bond counsel.

ATTACHMENTS

1. Memo from De La Rosa & Co, Underwriters — Preconditions to refinancing
2. Standard & Poor’s Rating Upgrade Report
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| DE LA Rosa & Co.

I NVESTMENT BANEKERS

MEMORANDUM
TO: Salinas Valley Solid Waste Authority
FROM: De La Rosa & Co.
DATE: May 6, 2012

SUBJECT:  Factors to Facilitate the Refinancing of the Authority’s 2002 Revenue Bonds

e W )

De La Rosa & Co. is providing the information in this document for discussion purposes in anticipation of serving as an
underwriter to you. In our capacity as underwriter, we will be acting as a principal in a commercial, arms-length
transaction and not as a municipal advisor, financial advisor or fiduciary to you. The information we provide is not
intended to be and should not be construed as “advice” within the meaning of the Securities Exchange Act of 1934. We
encourage you to consult with your own legal, accounting, tax, financial and other advisors, as applicable, to the extent
you deem appropriate. Pursuant to MSRB Interpretive Notice 2012-25 of its Rule G-17, if hired by you as an underwriter,
we would be required to seek your written acknowledgement of receipt of certain of these and other disclosures.

Executive Summary
As noted below, municipal bond interest rates are near historical lows. To make a refinancing of the

Authority’s 2002 Revenue Bonds more marketable to investors, the Authority may consider reaffirming
its “A-+" credit rating with Standard & Poor’s (“S&P”). S&P will evaluate the Authority’s current credit
profile relative to its prior review of the Authority in March 2010. The Authority (and its members) may
consider taking the following actions to maintain the same credit rating: (1) adopt rate increases to
maintain a minimum 1.40x debt coverage ratio and (2) obtain a rescission of the County’s Notice of
Withdrawal. As the refinancing progresses, the Authority (and its members) may also consider
reapproving waste delivery agreements and executing similar representations & warranties required under
the 2002 Bond issuance. Each of these actions would need to be taken prior to requesting an updated
credit rating from S&P. The Authority can maximize the potential savings from the bond refinancing by
securing the highest rating possible from S&P.
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annual savings (total savings of over $5.4 million). Alternatively, the Authority has the option to structure
the savings upfront which would amount to about $3.7 million over the next four years.

Authority’s Current Credit Rating

In March 2010, S&P upgraded the Authority’s credit rating from “A-" to “A+”. In their 2010 rating
review of the Authority’s finances and operations, S&P noted the following characteristics which led to
the rating upgrade: (1) stable and steady waste flow assisted by deliveries from South Santa Clara Valley,
(2) good overall financial performance, including good cash reserves and (3) an expectation that the
Authority will collect a steady flow of waste into the future leading to adequate debt service coverage.

If the Authority pursues a rating update,
S&P will focus on the Authority’s
past/projected financial performance and
its current/projected waste flow. Like in
2010, S&P will expect to see “adequate
debt service coverage” of at least 1.40x
and a “steady flow of waste”. The
Authority’s declining waste flow and the
Board’s intent to eliminate future waste
déliveries from South Santa Clara Valley
will put significant pressure on the
Authority’s financial position, These financial pressures can be mitigated if the Authority’s rates are
raised to maintain coverage levels of at least 1.40x.

- Stana‘ard & Poor’s Ratmg Rationale
March 11, 2010

Timely and sufficient rate increases are an important consideration in S&P’s rating process for utilities.
Over the past two years, S&P has reviewed or issued 272 ratings for California utility issuers. Over 96%
of these ratings have resulted in affirmations or upgrades. There have been 11 downgrades during that
period of time. The majority of these downgrades were due to a lack of rate increases, insufficient rate
increases and/or growing operating costs,

S&P’s rating process for utilities suggest that the Authority will put itself in best position to maintain its
“A+" rating and maximize its savings by adopting rate increases to make up for declining tonnages and to
meet its historical ﬁnan01a1 performance as noted by S&P

Estimated Savings Will Vary Based on the Authong s Credit Rating
The Authonty can maximize the potential savings from the bond refinancing by securing the highest
rating possible from S&P. The table shows the impact of the credit rating on projected savings.

1 Savings (Es tal Savings
$5.4 million

T 3.46% $288,000
3.76% - 3.96% $217,000 - $169,000 $4.1 - $3.2 million
4.32% or higher $85,000 or lower $1.6 million

"Based on esumated interest rates in today’s market.

Factors ¢ Facilitate the Refinancing of the 2002 Bonds

Prior to moving forward with the refinancing, the following actions would allow us as underwriters to
assist the Authority in maximizing its bond rating and to present the strongest possible credit story to
investors prior to the bond sale.
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(1) Adopt Rate Increases at a Minimum 1.40x Debt Coverage Level — As discussed earlier in
the memo, S&P will evaluate the Authority’s current financial position in light of its declining
waste stream and intent to eliminate future waste deliveries from Santa Clara Valley. To maintain
the 1.40x coverage referenced in S&P’s prior review, the Authority would need to adopt rate
increases to make up for the future loss of Santa Clara Valley waste deliveries. To maximize the
Authority’s debt coverage, the Authority should consider rate increases that are: (a) large enough
to fully offset the loss of future revenues from Santa Clara Valley waste deliveries, (b) sufficient
1o maintain a minimum of 1.40x coverage, (c) implemented as quickly as possible to maximize
revenue for the Authority in fiscal year 2013-14, and {d) approved by the Authority Board prior
to seeking a S&P rating.

(2) County Rescission of Its Notice of Withdrawal — As discussed at the 4/30 joint meeting, the
Authority should consider obtaining an effective rescission from the County of its Notice of
Withdrawal from the Authority. S&P and bond investors will evaluate the terms of the County’s
rescission carefully, particularly to judge the stability of the Authority’s future waste stream. The
County’s rescission should be approved in 2 manner that will not restrict the Authority’s ability to
carry out its operations to meet its bond covenants.

The Authority and its members should consider taking additional actions later in the refinancing process
which are generally required as part of a utility bond financing. These actions include:

Approve Waste Delivery Agreements — As is typical with other solid waste financings, the Authority
should consider having each JPA member reaffirm its waste delivery agreements with the Authority. If
reaffirmed, the terms of these agreements should be similar to the ones adopted in connection with the
2002 Bonds. In particular, each waste delivery agreement generally would include a provision that would
prohibit a member from withdrawing from the Authority until the 10™ anniversary after the refunding
bonds are issued (i.e. the first date when the refunding bonds can be prepaid at no penalty). The
prohibition from withdrawal was 15 years from the formation of the JPA under the 2002 Bonds. The
reapproval of the waste delivery agreements generally is accomplished before the Authority requests a
new credit rating.

Execution of Similar Warranties and Agreements Required Under the 2002 Bonds - The Authority
and its members would be expected to make similar representations and warranties which were provided
in connection with the issuance of the 2002 Bonds. These representations are required so that bond
counsel can provide unqualified bond and tax-exemption opinions which can be relied upon by bond
investors who purchase the refunding bonds. Among other representations, each JPA member will need to
deliver legal opinions stating that the adoption of the original JPA agreement, member waste delivery
agreements and any other agreements represent legal and binding obligations of each member.

If you have any questions about the information contained in this memorandum, please feel free to
contact us.

John Kim (415) 999-4779
John Phan (310) 207-1975

EXHIBIT 15
to
ATTACHMENT A




EXHIBIT 16

to
ATTACHMENT A



Salinas Valley Solid Waste Authority - Series 2013 Preliminary Maturity Schedule

Preliminary Amortization

2002 Bonds
Refunding IPA Refunding
August 1 (AMT) (Taxable) Total

2013 $ - $ - $ -

2014 - 335,000 335,000
2015 830,000 340,000 1,170,000
2016 1,200,000 345,000 1,545,000
2017 1,250,000 350,000 1,600,000
2018 1,300,000 360,000 1,660,000
2619 1,360,000 370,000 1,730,000
2020 1,430,000 380,000 1,810,000
2021 1,505,000 390,000 1,895,000
2022 1,585,000 405,000 1,990,000
2023 1,665,000 425,000 2,090,000
2024 2,195,000 2,195,000
2025 2,310,000 2,310,000
2026 2,435,000 2,435,000
2027 2,370,000 2,370,000
2028 2,300,000 2,300,000
2029 2,425,000 2,425,000
2030 2,550,000 2,550,000
2031 2,680,000 2,680,000

$ 31,390,000 $ 3,700,000 $ 35,090,000

De La Rosa & Co. is providing the information in this document for discussion purposes in anticipation of serving as an underwriter to you. In our capacity as underwriter,
we will be acting as a principal in a commercial, arms-length transaction and not as a municipal advisor, financial advisor or fiduciary 1o you. The information we provide
is not intended to be and should not be construed as “advice” within the meaning of the Securities Exchange Act of 1934. We encourage you to consult with your own legal,
accounting, tax, financial and other advisors, as applicable, to the extent you deem appropriate. Pursuant to MSRB Interpretive Notice 2012-25 of its Rule G-17, if hired by
you as an underwriter, we would be required to seek your written acknowledgement of receipt of certain of these and other disclosures.
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r amendment without notice. Under no circumstances shalt this Preliminary Offering Statement constitute an
jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualification

and the information contained herein are subject to completion o

This Preliminary Offering Statement

| there be any sale of the securities, in amy

offer to sell or the solicitation of an offer to buy, nor shal

nnder the cecnrities laws of such furisdiction

Hawkins Delafield & Wood LLP

Draft of October 21, 2013
PRELIMINARY OFFICIAL STATEMENT DATED ' , 2013
NEW ISSUE - BOOK- ENTRY ONLY Ratings:
See “RATINGS” herein.

In the opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, California, Bond Counsel, under
existing statutes, regulations, rulings and judicial decisions and assuming certain representations and compliance with certain covenants
and requirements described herein, interest on the Series 2013A Bonds is excluded from gross income for federal income tax purposes. In
the further opinion of Bond Counsel, interest on the Series 2013 Bonds is exempt from State of California personal income tax and is a
specific preference item for purposes of federal individual or corporate alternative minimum taxes. Bond Counsel expresses no opinion
regarding other tax consequences relating to the ownership or disposition of the Series 2013 Bonds, or the accrual or receipt of interest on
the Series 2013 Bonds. See “TAX MATTERS” herein. [update?]

$-_————_—_*

SERIES 2013A (Tax-Exempt)

Dated: Date of Dehvery

Series 2002 (the “Prior Bonds™), the proceeds of Whlch were used to finance the acquisition ‘and construction of certain 1mpr0vements to
the Authority’s solid waste transfer and disposal system (the “System”) as‘further described herel {the “2002 Pro ect”) (i) prepay the

MEMBERS HAVE LEVIE
SERIES 2013 BONDS DO N
OF ITS POLITICAL SUBDIVISI
STATUTORY DEBT LIMITATIO
MEMBERS.

S.WITHIN T E MEANING OF THE CONSTITUTION OF THE STATE OF CALIFORNIA, ANY
R OTHERWISE, OR A PLEDGE OF THE FAITH AND CREDIT OF THE COUNTY OR THE

Interest on the Series 2013 Bonds:i"payable semiannually on February 1 and August 1 of each year, commencing on August 1, 2014.
The Series 2013 Bonds will be 1ssued in book-entry form only and, when delivered, will be registered in the name of Cede & Co., as
nominee of The Depository Trust Company, New York, New York (“DTC™), which will act as securities depository for the Series 2013
Bonds. Individual purchases of the Series 2013 Bonds will be made in book-entry form only. Purchasers of the Series 2013 Bonds will not
receive certificates representing their ownership interests in the Series 2013 Bonds purchased. The Series 2013 Bonds will be issuable in
the principal amount of $5,000 and any integral multiple thereof. Principal and interest payments on the Series 2013 Bonds are payable
directly to DTC by the Trustee. Upon receipt of payments of principal and interest, DTC will in tumn distribute such payments to the
beneficial owners of the Series 2013 Bonds.

The Series 2013 A Bonds are subject to redemption prior to maturity, as described herein. The Series 2013B Bonds are not subject to
redemption prior to maturity.

* Preliminary, subject to change. EXHIBIT 16
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$[PRINCIPAL AMOUNT]
SALINAS VALLEY SOLID WASTE AUTHORITY
REFUNDING REVENUE BONDS, SERIES 2013

$ s
SERIES 2013A (Tax-Exempt) SERIES 2013B (Taxable)

INTRODUCTION

This introduction contains only a brief summary of ce fithe Series 2013 Bonds
being offered and a brief description of the Official Statement. All ements contained in this
introduction are qualified in their entirety by reference to the entire Official:Statemert. References to, and
summaries of, provisions of the Constitution and laws of the State of Californ any documents
referred to herein do not purport to be complete and such references are qualified in their entirety by
reference to the complete provisions. The information and expressis f opinion herein’ speak only as of
their date and are subject to change without notice. Neither the delivery of this Official Statement nor any
sale made hereunder nor any future use of this Official Statement shall, u any circumstances, create
any implication that there has been no change in the affairs.of the Authority since the date hereof. All
capltahzed terms used in this Official Statement and.not ot ise defined her: m,ihave the meanings set
forth in the Master Indenture. See APPENDIX B -
Definitions.”

Purpose

Solid Waste Au
amount of $[P

n Trust Company, N.A., as Trustee, dated as of [Dated Date],
tal-Indenture;-dated-as of [Dated-Date};-2013-anda-Second
ate], 2013 (collectively, the “Master Indenture™). The Series

“Prior Bonds™), the
improvements to the

solid waste transfer and disposal system (the “System”) as further
described herein (the ¢ >ct”), (i1) prepay the balance of an Installment Purchase Agreement dated
as of September 1, 1997 “by and between the Authority and the City of Salinas (the “Crazy Horse
Purchase Agreement”) puggu 1t to which the Authority purchased the Crazy Horse Landfill from the City
of Salinas; (iii) fund a reserve fund for the Series 2013 Bonds to be held by the Trustee and (iv) pay costs
of issuance. See “THE PLAN OF FINANCE.”

Security and Source of Payment for the Series 2013 Bonds

The Authority’s obligation to make payments of principal and interest on the Series 2013 Bonds
is a special obligation of the Authority payable solely from amounts pledged therefor under the Master
Indenture, including certain revenues of the System, and will be on a parity with additional Bonds and
other Contracts (as hereinafter defined) of the Authority issued or executed under the Master Indenture
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TABLE 1

HISTORICAL WASTE DISPOSAL INFORMATION

Fiscal Year Service Area South Valley Total
2002-03 219,583 - 219,583
2003-04 227,207 23,622 250,829
2004-05 234,709 84,571 319,280
2005-06 235,852 89,536 325,388
2006-07 222.906
2007-08 205,534
2008-09 187,486
2009-10 173,907
2010-11 171,082
2011-12 166,943
2012-13 166,500 70,021° 236,521

Source: Authority.

Projected Waste Deliveries to the System

The following table shows the Authority:
Fiscal Year 2020-21. The Authority’s servi
flat. While it appears that the local econom

te_deliveries to the System through
‘landfill tonnage will remain

ease in recycling due to the
012-13 basically stayed flat in

Service Area South Valley*
166,500 79,226
166,500 -
166,500 -
166,500 -
166,500 -
166,500

2020-21 166,500

* South Valley waste delivered to the System will cease sometime during
calendar year 2014. See “South Valley Agreement” above.
Source: Authority.
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TABLE 3
GROSS REVENUES BY SOURCE
FOR FISCAL YEARS ENDING JUNE 30,

2009 2010 011 012 2013
Tipping Fees - Solid Waste $11,654,886 $11,414,097 $10,723,504 $10,708,388 $11,168,304
Tipping Fees - Surcharge - 555,997 451,248 493,893 738,669

Tipping Fees - Diverted Materials 932,616 963,645 1,072,891

Tipping Fees - South Valley 2,333,494 2.215,71 1{ 2,340,962

Charges for Services 93,000
$15.013.996

93.000

Source: The Authority.
Competition

The Members of the Authority currently
haulers that give the Members the power to spec1
members are obligated through the various ¢ ,
the Authority has control over the flow of , in its region. However, if a major
price differential between Authorlty and non—Authorlty landﬁlls were to develop, it is conceivable that
more cost- effectlve dlsposal optlons The competmg

ority believes that the tipping fee increases proposed by other landfill sites as well as the

addifional transportation costs and loss of productivity for haulers will allow the “Authority to be
competitive with waste disposa] sites outside the Authority service area. The nearest disposal
facilities are the Mo Peninsula Landfill located 14 miles west of Salinas outside of Marina and John

Smith Landfill loca iles northieast of Salinas, outside of Hollister.
Capital Plan
The table below is a summary of the Authority’s estimated capital expenditures for the next five

Fiscal Years.
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Withdrawal of Members

The Authority Agreement provides that Members may withdraw from the Authority with one
year of advance notice 15 years after such member executed the Authority Agreement, so long as any
outstanding bonds of the Authority be paid or adequate provision for payment of such bonds has been
made. The Authority Agreement also provides that any withdrawing member retain its fair share of
financial liability for closure and post-closure remediation costs based on the tons of solid waste
landfilled in the System. The Waste Delivery Agreements have similar provisions.

The County delivered a notice of intention to withdraw from

Authority on July 13, 2012, and

Salinas Valley Solid Waste Authority with respect to its financ

within its jurisdictional boundaries.” Members of the Auth
Supervisors met to discuss the County’s concerns. As a result
to not spend any of the savings from the bond refunding until a comp
study is conducted which will aid all parties involved to analyze wh:
efficient manner of handling solid waste in Monterey County.

In accordance with the Authority Agreement.d
Members could decide to withdraw from the Authonty in the _ . The actual w1t rawal of a Member
would likely be the subject of litigation and could have a matenal adverse impact on the finances and
Operatlons of the Authorlty and a negatwe nnpact on the ratihgs of any Authority bonds and the market

aste management are enacted and promulgated by
els. These laws and regulations address the design,

or not owned by th
- operated by th,
stringent standar

increase. Claims ag
significant. Such claims
Although tipping fees a ajor source of funding for regulatory costs and the Authority has
covenanted in the Master Indenture to establish such tipping fees as are necessary to enable the Authority
to make all payments required to be made pursuant to Bonds, Contracts and Repayment Obligations,
including debt service with respect to the Series 2013 Bonds, no assurance can be given that the cost of
compliance with such laws and regulations will not materially adversely affect the ability of the Authority

to generate Net Revenues in the amounts required by the Master Indenture and to pay Debt Service with
respect to the Series 2013 Bonds.

Hazardous Waste

Although the Authority has implemented a hazardous waste inspection program at the System to
monitor the waste stream and prevent the inadvertent or intended disposal of hazardous wastes, hazardous
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Sz}LINAS VALLEY SOLID WASTE AUTHORITY
and
THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A.
as Trustee

MASTER INDENTURE

Dated as of November 1, 2013

Relating to the

SALINAS VALLEY SOLID WASTE AUTHORITY
REVENUE BONDS
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solid waste management services necessary to maintain Net Revenues as required under the
Indenture. Such actions shall include making contractual or other arrangements for the use of
disposal facilities (either inside or outside of the geographical boundaries of the Authority) owned or
operated by entities other than the Authority.

SECTION 4.13. Flow Control. While any Bonds remain Outstanding, the Authority shall, to
the extent permitted by law, use its best efforts and take whatever actions are within the scope of its
powers to insure that sufficient solid waste is processed and disposed of through the System to
generate Net Revenues as required by this Indenture.

SECTION 4.14. Against Competitive Facilities. The Authority will not, to the extent
permitted by law, acquire, purchase, maintain or operate and will not, to the extent permitted by law
and within the scope of its powers, permit any other public or private agency, corporation, district or
political subdivision or any person whomsoever to acquire, purchase, maintain or operate any solid
waste management system competitive with the System, unless the governing board of the Authority
determines by resolution that any such actions with respect to competitive facilities will not
materially adversely affect the ability of the Authority to fulfill its obligations under this Indenture.

SECTION 4.15. Prompt Acquisition and Construction of the Projects. The Authority will
acquire and construct the Projects with all practicable dispatch, and such acquisition and construction
will be made in an expeditious manner and in conformity with the law so as to complete the same as
soon as possible. Without limiting the generality of the foregoing, prior to the expenditure of any
proceeds of any Series of Bonds for any particular components of Projects, the Authority shall assure
compliance with all applicable environmental and land use regulations, including without limitation,
the California Environmental Quality Act.

SECTION 4.16. Competitive Tipping Fees. The Authority will, to the extent permitted by
law, use its best efforts and take whatever actions are within the scope of its powers to insure that the
tipping fees charged by the Authority for the disposal of solid waste remain competitive with the
tipping fees charged by other operations similar to the System in the vicinity of the System; provided,
however, that in no event shall this covenant be construed to limit or affect the obligation of the

Authority to set rates, charges and tipping fees to generate Net Revenues as required by the
Indenture.

SECTION 4.17. Payment of Claims. The Authority will pay and discharge any and all
lawful claims for labor, materials or supplies which, if unpaid, might become a lien or charge upon
the System or upon the Net Revenues or any part thereof, or upon any funds held by the Trustee, or
which might impair the security of the Bonds; provided, that nothing herein contained shall require
the Authority to make any such payments so long as the Authority in good faith shall contest the

validity of any such claims and such nonpayment will not materially adversely affect the Authority’s
ability to perform its obligations hereunder.

SECTION 4.18. Books of Record and Accounts; Financial Statements. The Authority will
keep proper books of record and accounts in which complete and correct entries shall be made of all
transactions relating to the System and the Revenue Fund, and upon request will provide information
concerning such books of record and accounts to the Trustee or the Owners of not less than five per

cent (5%) of the aggregate principal amount of the Bonds then Outstanding or their representatives
authorized in writing.

EXHIBIT 17
33 To
DOCSOC/1639041v3/022979-0009 ATTACHMENT A



