ciyoroncaz [l

. , F2017-44
Office of the City Clerk
Document Tracking Sheet
Meeting Date: 6/28/2017
Sponsor(s): Dept./Agency
Type: Communication
Title: Certificate Concerning Determination Pursuant to 2017

Bond Ordinance, Second Second Lien Wastewater
Transmission Revenue Bonds, Project Series 2017A and
Second Lien Wastewater Transmission Revenue Bonds,
Refunding Series 20178

Committee(s) Assignment:



=
€ 3
oM
DEPARTMENT OF FINANCE s = =
<2 o O
CITY OF CHICAGO o = /v
;—'E ) PEE'_'_T__::
June 21,2017 o Bl
g
Andrea M. Valencia :
City Clerk
121 North LaSalle Street
Room 107

Chicago, Illinois 60602

RE:  City of Chicago, Illinois
$180,590,000
Second Lien Wastewater Transmission Revenue Bonds,
Project Series 2017A

And

City of Chicago, Illinois

$215,485,000

Second Lien Wastewater Transmission Revenue Bonds,
Refunding Series 2017B

Dear Ms. Valencia:
Attached is the Determination Certificate which is required to be filed
with your office pursuant to Section 3.5(E) of the ordinance (pages

16417 — 16453 of Council Journal), which was passed by the City
Council on January 13, 2016.

Please direct this filing to the City Council.

Carole L. Brown
Chief Financial Officer

121 NORTH LASALLE STREET, SUITE 700, CHICAGO, ILLINOIS 60602
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DETERMINATION CERTIFICATE

An ordinance adopted by the City Council of the City of Chicago (the “City”) on January
13, 2016 (the “2017 Bond Ordinance”), authorized the issuance of not to exceed $400,000,000
Second Lien Wastewater Transmission Revenue Bonds of the City for project costs and/or
refunding purposes. The 2017 Bond Ordinance authorized the Chiet Financial Officer of the
City or the City Comptroller of the City (the “Authorized Officer”) to (a) determine the amount
and identification of the Outstanding Bonds to be refunded and the date upon which the
refunding is to be effected, (b) determine various terms and provisions of the Series 2017 Bonds
within limitations established by the 2017 Bond Ordinance, (c) execute on behalf of the City a
Bond Purchase Agreement for the sale by the City of the Series 2017 Bonds to the Initial
Purchasers selected by the Authorized Officer pursuant to a negotiated sale on such terms as the
Authorized Officer may deem to be in the best interests of the City, as provided in the 2017
Bond Ordinance, (d) approve the form and execute and deliver on behalf of the City the 2017
Bond Indenture (as defined in herein) pursuant to which the Series 2017 Bonds will be issued
and a Continuing Disclosure Undertaking with respect to the Series 2017 Bonds, and (e) take
such other actions as are necessary to cause the Series 2017 Bonds to be issued and delivered.
The 2017 Bond Ordinance provides for the Authorized Officer to execute a Determination
Certificate setting forth the various determinations made by her with respect to the Series 2017
Bonds. The Authorized Officer is to file the Determination Certificate in the Office of the City
Clerk of the City, directed to the City Council.

I am the duly qualified and serving Chief Financial Officer of the City and an Authorized
Officer within the meaning of the 2017 Bond Ordinance. | make and file this Determination



Certificate in accordance with the 2017 Bond Ordinance. All terms used in this Determination
Certificate and defined in the 2017 Bond Ordinance or the 2017 Bond Indenture shall have the
meanings ascribed to them in the 2017 Bond Ordinance or the 2017 Bond Indenture unless
otherwise defined herein.

[ have determined as follows with respect to the Series 2017 Bonds authorized by the 2017
Bond Ordinance, in each case within the authority granted to me by the 2017 Bond Ordinance:

Section 1. Findings. On behalf of the City, I find and determine, as follows:

(a) The City has received an offer from Siebert Cisneros Shank & Co., L.L.C.,
Melvin & Company, LLC, The Williams Capital Group, L.P., Blaylock Beal Van, LLC, Estrada
Hinojosa & Company, Inc., Mischler Financial Group, Inc., North South Capital LLC, and
Podesta & Co. (collectively, the “Underwriters”) to purchase $180,590,000 aggregate principal
amount of Second Lien Wastewater Transmission Revenue Bonds, Project Series 2017A (the
“Series 20174 Bonds™), and $215,485,000 aggregate principal amount of Second Lien
Wastewater Transmission Revenue Bonds, Refunding Series 2017B (the “Series 2017B
Bonds”), of the City (collectively, the “Series 2017 Bonds”), pursuant to a Bond Purchase
Agreement, dated June 6, 2017, between the City and the Underwriters, a copy of which is
attached as Exhibit A to this Determination Certificate (the “Bond Purchase Agreement”). The
Bond Purchase Agreement is in substantially the form previously used for similar financings of
the City and is consistent with the 2017 Bond Ordinance. The purchase price of the Series 2017A
Bonds specified in the Bond Purchase Agreement is $196,940,040.55 (reflecting the aggregate
par principal amount plus a net original issue premium of $17,322,172.45 and less an
underwriters’ discount of $972,131.90), and the purchase price of the Series 2017B Bonds
specified in the Bond Purchase Agreement is $242,833,975.54 (reflecting the aggregate par
principal amount plus a net original premium of $28,397,991.90 and less an underwriters’
discount of $1,049,016.36), which results in a purchase price for each series of Series 2017
Bonds that is not less than 85 percent of the original principal amount of the respective Series
2017 Bonds, plus any accrued interest on the Series 2017 Bonds from their date to the date of
their delivery and less any original issue discount on the Series 2017 Bonds, which is within the
limit provided in the 2017 Bond Ordinance. Selling the Series 2017 Bonds to the Underwriters
upon the terms provided in the Bond Purchasc Agreement is in the best interests of the City.

(b) The Chairman of the Committee on Finance of the City Council has concurred in
the acceptance by the City of the Bond Purchase Agreement, as being within the authority
granted by the 2017 Bond Ordinance.

The terms of the Series 2017A Bonds as specified in this Determination Certificate and a
Trust Indenture, dated as of June 1, 2017 (the “2017 Bond Indenture”) from the City to
Amalgamated Bank of Chicago, as trustee (the “Trustee”), which is attached as Exhibit B to this
Determination Certificate provide funds for the purpose of (i) paying or reimbursing the City for
its payment of certain Project Costs and (ii) paying Costs of Issuance of the Series 2017A Bonds.
The Series 2017B Bonds are being issued for the purposes of (i) refunding certain Outstanding
Second Lien Wastewater Transmission Revenue Bonds of the City (the “Refunded Bonds™) and
(ii) paying Costs of Issuance of the Series 2017B Bonds, all as provided in the 2017 Bond
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Ordinance (such purposes collectively referred to as the “Financing Purposes”). Any changes
made by this Determination Certificate to the terms of the Series 2017 Bonds thus will result in
the Series 2017 Bonds having substantially the same terms as provided in the 2017 Bond
Ordinance.

(c) The interest rates or yields for the Series 2017 Bonds set forth in this
Determination Certificate are in my judgment the best rates at which the Series 2017 Bonds can
be sold in the market under current circumstances. The interest rates for the Series 2017 Bonds
do not exceed 18% per year, the maximum interest rate set forth in the 2017 Bond Ordinance.

(d) Prior to the issuance of the Series 2017 Bonds, the City enacted increases in the -
rates ol the Sewer System pursuant to an ordinance adopted by the City Council on November 2,
2011 which rate increases went into elfect on January 1, 2012, January 1, 2013, January 1, 2014,
January 1, 2015, and June 1, 2017. To the extent permitted by the requirements of the Series
1998 Bond Ordinance, the Series 2001 Indenture, the Series 2004B Indenture, the Series 2006
Indenture, the Series 2008 A Indenture, the Series 2012 Indenture and the Series 2014 Indenture,
I have adjusted Net Revenues Available for Bonds for 2015 and 2016 to reflect such rate
increases.

(e) The Series 2017 Bonds will be issued pursuant to the 2017 Bond Indenture. The
2017 Bond Indenture is in substantially the form previously used for similar financings of the
City. The 2017 Bond Indenture contains only such changes and revisions as are consistent with
the purposes and intent of the 2017 Bond Ordinance, including such changes and revisions as are
necessary to reflect the terms and provisions of the Series 2017 Bonds, and I approve such
changes. The 2017 Bond Indenture includes such covenants with respect to the imposition of
Sewer System rates, the issuance of Second Lien Parity Bonds, the application of funds in the
Sewer Revenue Fund and the applicable Accounts and other matters relating to the Series 2017
Bonds and the security for them, including the lien status of the Series 2017 Bonds, as | deem
necessary in connection with the sale of the Series 2017 Bonds. Such covenants are not
inconsistent with the terms of the 2017 Bond Ordinance.”

(g) The issuance of the Series 2017 Bonds with the terms set forth in this
Determination Certificate will comply with the requirements of the indentures for the
Outstanding Second Lien Bonds for the issuance of additional Second Lien Parity Bonds:

0 all funds required to be transterred to the principal and interest accounts
and the debt service reserve accounts in the revenue funds established for the Outstanding
Second Lien Bonds have been transferred in full up to the date of this Determination
Certificate; and

(ii) as shown on Exhibit C, (A) Net Revenues Available for Bonds for the
Fiscal Year ended December 31, 2015 (as shown by the audit of an independent certified
public accountant), and (B) the Net Revenues Available for Bonds for the Fiscal Year
ended December 31, 2016 (as estimated by the Chief Financial Officer of the City), equal
at least 100 percent of the sum of the Aggregate Senior Lien Debt Service, in each case as
adjusted for any increase in the rates of the Sewer System from the rates in effect for the
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Fiscal Year ended December 31, 2016, the Aggregate Second Lien Debt Service in each
Fiscal Year following the issuance of the Series 2017 Bonds, computed on a pro forma
basis assuming the issuance of the Scries 2017 Bonds and the application of the proceeds
of the Series 2017 Bonds as provided in the 2017 Bond Indenture and this Determination

Certificate. '

(h) The amount that will be needed by the City to pay the costs constituting Financing
Purposes, taking into account moneys that will be available from other sources (including
investment earnings on proceeds of sale of the Series 2017 Bonds during the period before they
are applied to pay such costs) to pay such costs, does not exceed the amount authorized by the
2017 Bond Ordinance to be issued for Financing Purposes.

(1) The Series 2017A Bonds maturing on January 1, 2042 and January 1, 2052 (the
“Insured 20174 Bonds”) are insured under a policy of bond insurance (the “Insurance Policy”)
issued by Assured Guaranty Municipal Corp. for a premium of $620,933.88. The purchase of
such Insurance Policy is likely to facilitate the marketing and sale of the Insured 2017A Bonds
and permit completion of such sale in a timely fashion and the Insurance Policy is available at an
acceptable premium. '

(1) This Determination Certificate is consistent with the terms of sale of the Series
2017 Bonds in the Bond Purchase Agreement.

Section 2. Bond Terms.

() The Series 2017 Bonds shall be Second Lien Bonds as that term is defined in the
2017 Bond Ordinance.

(b) The Series 2017 Bonds shall be designated *“Second Lien Wastewater
Transmission Revenue Bonds, Project Series 2017A” and “Second Lien Wastewater
Transmission Revenue Bonds, Refunding Series 2017B.”

(c) The Series 2017 Bonds shall be issued for the Financing Purposes. |

_ (d) The aggregate principal amount of the Series 2017A Bonds shall be $180,590,000
and the aggregate principal amount of the Series 2017B Bonds shall be $215,485,000.

(e) The Series 2017 Bonds shall be dated as of the date they are issued and delivered.
The Series 2017 Bonds shall be issued as serial bonds and term bonds subject to mandatory
sinking fund redemption as set forth in subsections (i), (j) and (k) below but shall not be issued
as capital appreciation bonds or variable rate bonds. The Series 2017 Bonds shall be issued
initially in the form of a single fully registered Bond for each maturity of each series. The Bonds
shall be in Authorized Denominations as provided in the 2017 Bond Indenture.

@® Interest on the Series 2017 Bonds shall be payable on January 1 and July 1 of
each year, commencing January 1, 2018,



(g) The Series 2017 Bonds shall be numbered from RA-1 upward for the Series
2017A Bonds and RB-1 upward for the Series 2017B Bonds.

(h) The Series 2017A Bonds shall mature in the following principal amounts on
January 1 of each of the following years and bear interest at the following interest rates per
annum;

Year Principal ($) | Interest (%) Year Principal ($) | Interest (%)
2020 2,255,000 5.00 2031 3,855,000 5.00
2021 2,365,000 5.00 2032 4,045,000 5.00
2022 2,485,000 5.00 2033 4,250,000 5.00
2023 - 2,610,000 5.00 2034 4,460,000 5.00
2024 2,740,000 5.00 2035 4,685,000 5.00
2025 2,875,000 5.00 2036 4,920,000 5.00
2026 3,020,000 5.00 2037 5,165,000 5.00
2027 3,170,000 5.00 2042 30,105,000 5.25
2028 . 3,330,000 5.00 2047 38,685,000 5.00
2029 3,495,000 5.00 2052 48,405,000 4.00
2030 3,670,000 5.00

(1) The Series 2017B Bonds shall mature in the following principal amounts on

January 1 of each of the following years and bear interest at the following interest rates per
annum:

Year Principal ($) | Interest (%) Year Principal ($) | Interest (%)
2018 6,515,000 5.00 2029 14,835,000 5.00
2019 6,570,000 5.00 2030 15,585,000 5.00
2020 7,060,000 500 - 2031 9.140,000 5.00
2021 12,165,000 5.00 2032 9,960,000 5.00
2022 - 9,450,000 5.00 2033 10,085,000 5.00
2023 9,945,000 5.00 2034 10,775,000 5.00
2024 10,440,000 5.00 2035 * 11,310,000 5.00
2025 14,070,000 5.00 2036 11,875,000 5.00
2026 9,085,000 5.00 2037 8,490,000 5.00
2027 9,545,000 5.00 2038 8,915,000 5.00
2028 10,030,000 5.00 ' ‘

) The Series 2017A Bonds maturing on and after January 1, 2028, are subject to
redemption prior to maturity at the option of the City, at any time on or after January 1, 2027, as
a whole or in part, and if in part, in such order of maturity as the City shall determine and within
any maturity by lot, in Authorized Denominations, at a price of par plus accrued interest to the
redemption date.

-5-



(k) The Series 2017B Bonds maturing on and after January 1, 2028, are subject to
redemption prior to maturity at the option of the City, at any time on or after January 1, 2027, as
a whole or in part, and if in part, in such order of maturity as the City shall determine and within
any maturity by lot, in Authorized Denominations, at a price of par plus accrued interest to the
redemption date.

D The Series 2017A Bonds maturing on January 1, 2042 are subject to mandatory
sinking fund redemption, on January 1 in each of the years and in the respective amounts set
forth below, at a redemption price equal to the principal amount to be redeemed:

Year Principal ($)
2038 5,420,000
2039 5,705,000
2040 6,005,000
2041 6,320,000
2042* 6,655,000

*Final Maturity

(m)  The Series 2017A Bonds maturing on January 1, 2047, are subject to mandatory
sinking fund redemption on January 1 in each of the years and in the respective amounts set forth
below, at a redemption price equal to the principal amount to be redeemed:

Year Principal ($)
2043 7,000,000
2044 7,350,000
2045 7,720,000
2046 8,150,000
2047* 8,510,000

*Final Maturity

(n) The Series 2017A Bonds maturing on January 1, 2052, are subject to mandatory
sinking fund redemption on January 1 in each of the years and in the respective amounts set forth
below, at a redemption price equal to the principal amount to be redeemed:



Year Principal ($)
2048 8,935,000
2049 9,295,000
2050 ! 9,665,000
2051 10,055,000
2052* 10,455,000
*Final Maturity
Section 3. The Refunding.

(a) The proceeds of the Series 2017B Bonds will be applied to the current refunding
of all of the outstanding Section Lien Wastewater Transmission Revenue Bonds, Series 2006A
(the “Series 2006A Bonds™), and Second Lien Wastewater Transmission Revenue Bonds, Series
2006B (the “Series 2006B Bonds™), of the City and the advance retfunding of a portion of the
Second Lien Wastewater Transmission Revenue Bonds, Series 2008A (the “Series 2008A
Bonds™) of the City.

(b) The Series 2006A Bonds and the Series 2006B Bonds are being called for
redemption on July 27, 2017 at a redemption price of the principal amount thereot plus accrued
interest to the date fixed for redemption. Amounts sufficient to pay the interest on and
redemption price of the Series 2006A Bonds and Series 2006B Bonds are deposited with
Amalgamated Bank of Chicago acting as escrow agent (the “2006 Escrow Agent”) pursuant to
an Escrow Agreement dated as of June 1, 2017 (the “2006 Escrow Agreement’) between the
City and the 2006 Escrow Agent.

(©) The Series 2008A Bonds are being called for redemption on January 1, 2018 at a
redemption price of the principal amount thereof plus accrued interest to the date fixed for
redemption. Amounts sufficient to pay the interest on and redemption price of the Series 2008 A
Bonds are deposited with Amalgamated Bank of Chicago acting as escrow agent (the “2008A
Escrow Agent™) pursuant to an Escrow Agreement dated as of June 1, 2017 (the “2008A Escrow
Agreement ") between the City and the 2008 A Escrow Agent.

Section 4. Amounts to be Borrowed.

(a) The amount to be borrowed through the issuance and sale of the Series 2017A
Bonds to pay costs of the Financing Purposes for the Series 2017A Bonds other than Costs of
[ssuance of the Series 2017A Bonds, is $196,000,000.00.

(b)  The foregoing amount does not include Costs of Issuance of the Series 2017A
Bonds. '

(© The amount to be borrowed through the issuance and sale of the Series 2017B
Bonds to pay costs of the Financing Purposes for the Series 2017B Bonds other than Costs of
Issuance of the Series 2017B Bonds, is $242,450,617.63.
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d) The foregoing amount does not include Costs of Issuance of the Series 2017B
Bonds.

Section 5. Selection of Trustee.

Amalgamated Bank of Chicago is selected to serve as Trustee under the 2017 Bond
Indenture.

Section 6. Selection of Book Entry Depository.

The Depository Trust Company, New York, New York, is selected to serve as book entry
depository under the 2017 Bond Indenture.

Section 7. Bond Purchase Agreement.
The Bond Purchase Agreement is approved and executed by me on behalf of the City.

Section 8. Continuing Disclosure Undertaking.

The Continuing Disclosure Undertaking is approved and executed by me on behalf of
the City.

Section 9. Preliminary Official Statement; Official Statement.

(a) The distribution of the Preliminary Official Statement dated May 26, 2017, to
prospective purchasers of the Series 2017 Bonds is approved and ratified.

(b)  The final Official Statement, dated June 6, 2017, attached to this Determination
Certificate as Exhibit D, its execution on behalf of the City and its distribution to purchasers of

the Series 2017 Bonds, are authorized and approved.

Section 10. Disposition of Proceeds.

Section 1.1.  As authorized by the 2017 Bond Ordinance and provided in the 2017
Bond Indenture, on behalf of the City, I determine that'the proceeds received upon the sale of the
Series 2017A Bonds shall be deposited in the Construction Account: 2017 Second Lien Bonds
and used to pay for certain capital improvements to and extensions of the Sewer System and the
Costs of Issuance of the Series 2017A Bonds as described in the Series 2017 Bond Ordinance.

As authorized by the 2017 Bond Ordinance and provided in the 2017 Bond Indenture, on
behalf of the City, I determine that the proceeds received upon the sale of the Series 2017B
Bonds shall be applied as follows: (i) $112,363,763.06 of the proceeds shall be deposited with
the 2006 Escrow Agent to be used to pay the redemption price of and interest on the Series
2006A Bonds and Series 2006B Bonds in accordance with the terms of the 2006 Escrow
Agreement, (ii) $130,086,854.57 of the proceeds shall be deposited with the 2008 A Escrow
Agent to be used (together with $7,187,021.00 being transferred from a debt service reserve
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fund established for the benefit of the Series 2008 A Bonds) to pay the redemption price of and
interest on the Series 2008A Bonds in accordance with the terms of the 2008A Escrow
Agreement, and (iii) $383,357.91 of the proceeds shall be deposited into the Construction

Account: 2017 Second Lien Bonds and used to pay Costs of Issuance of the Series 2017B
Bonds.

[SIGNATURE PAGE FOLLOWS]



Dated: June 2\ , 2017

CITY OF CHICAGO

MU0 —

N,

Carold.L. Brown
Chief Financial Officer

[Determination Certificate]
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BOND PURCHASE AGREEMENT
CITY OF CHICAGO

$180,590,000
Second Lien Wastewater Transmission
Revenue Bonds, Project Series 2017A

$215,485,000
Second Lien Wastewater Transmission
Revenue Bonds, Refunding Series 2017B

June 6, 2017

City of Chicago

Office of the Chief Financial Officer
121 North LaSalle Street, Suite 700
Chicago, Illinois 60602

The undersigned Siebert Cisneros Shank & Co., L.L.C. (the “Representative™), on behalf
of itself and the other Underwriters, as listed in Appendix 1 attached hereto (the “Underwriters™),
hereby offers to enter into this Bond Purchase Agreement (the “Agreement”) with the. City of
Chicago, a municipal corporation and a home rule unit of local government duly organized and
existing under the laws of the State of lllinois (the “City”), for the purchase by the Underwriters,
and sale by the City. of all but not less than all of the City's Bonds specified below. This offer is
made subject to the acceptance by the City on or before 5:00 P.M., Chicago time on the date
hereof, and upon such acceptance this Agreement shall be in full force and effect in accordance
with its terms and shall be binding on the City and the Underwriters.

Terms used but not defined in this Agfeement are defined in the Official Statement (as
herein defined).

l. Agreement to Sell and Purchase. Upon the terms and conditions and based upon
and in reliance upon the representations, warranties and covenants herein set forth, the
Underwriters, jointly and severally, hereby agree to purchase from the City and the City hereby
agrees to sell to the Underwriters $180,590,000 aggregate principal amount of the City’s Second
Lien Wastewater Transmission Revenue Bonds, Project Series 2017A (the “Series 20174
Bonds™), at the purchase price of $196,940,040.55 (reflecting the aggregate principal amount
plus a net original issue premium of $17,322,172.45 less an underwriters’ discount of
$972,131.90); and $215,485,000 aggregate principal amount of the City’s Second Lien
Wastewater Transmission Revenue Bonds, Refunding Series 2017B (the “Series 2017B Bonds,”
and together with the Series 2017A Bonds, the “Bonds”). at the purchase price of
$242,833,975.54 (reflecting the aggregate principal amount plus a net original issue premium of
$28,397,991.90 less an underwriters’ discount of $1,049,016.36).




The Bonds shall: (a) be dated as of their date of delivery, (b) have the maturities and shall
bear interest at the rates per annum set forth in Exhibit B hereto and (c) have the redemption
features and the further terms set forth in Exhibit B hereto and in the Official Statement of the
City, dated the date hereof, relating to the Bonds (such Official Statement, including the cover
page and all appendices included therein, is hereinafter called the “Official Statement,” except
that if the Official Statement shall have been amended with the approval of the Representative
between the date hereof and the date upon which the Bonds are delivered for the Underwriters’
account with The Depository Trust Company, New York, New York (“DTC"), the term “Official
Statement’” shall refer to the Official Statement, as so amended).

2. The Ordinance and the Indenture. The Bonds will be issued and secured under
and have such terms and conditions as are provided in the ordinance adopted by the City Council
of the City on January 13, 2016 (the “Ordinance™), and a Trust Indenture dated as of June 1,
2017 (the “Indenture”), from the City to Amalgamated Bank of Chicago, Chicago, Illinois, as
trustee (the “Trustee”) and the Determination Certificate, dated as of June 21, 2017.

3. Public Offering Price. The Underwriters agree to make a bona fide public offering
of the Bonds at a price not in excess of the initial offering price or prices or yields not less than
the yields set forth in Exhibit B. It shall be a condition to the obligation of the City to sell and
deliver the Bonds to the Underwriters, and to the obligation of the Underwriters to purchase and
to pay for the Bonds, that the entire principal amount of the Bonds to be sold pursuant to Section
1 hereof shall be sold and delivered to, and purchased and paid for by the Underwriters at the
Closing (hereinafter defined). Subsequent to such initial public offering, the Underwriters
reserve the right to change such initial public offering prices as the Underwriters deem necessary
or desirable, in their sole discretion, in connection with the marketing of the Bonds, and may
offer and sell the Bonds to certain dealers, unit investment trusts and money market funds,
certain of which may be sponsored or managed by one or more of the Underwriters at prices
lower than the public offering prices or yields greater than the yields set forth therein. The
Representative shall provide to the City a certificate setting forth the offering prices of the Bonds
in substantially the form set forth on Exhibit A.

4, The Official Statement. The City ratifies and consents to the distribution and use
by the Underwriters, prior to the date hereof, of the Preliminary Official Statement of the City
dated May 26, 2017 relating to the Bonds (the “Preliminary Official Statement”). For purposes
of Rule 15¢c2-12 (“Rule 15c2-12"") of the Securities and Exchange Commission (the “SEC)
under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), the Preliminary
Official Statement is “deemed final” by the City as of its date except for the omission of such
information as is permitted by Rule 15¢2-12. As soon as practicable, but not more than seven (7)
business days after the City's acceptance hereof, and in any event not later than two (2) business
days before the Closing Date (as hereinafter defined), the City shall deliver, or cause to be
delivered, to the Representative six copies of the Official Statement, signed on behalf of the City
by its Chief Financial Officer, and the Official Statement so delivered shall be “final” for
purposes of Rule 15¢2-12. The Official Statement shall be in substantially the same form as the
Preliminary Official Statement and, other than information previously permitted to have been
omitted by Rule 15¢2-12 and information which the City is required to include to comply with
rules of the SEC, the City shall only make such other additions, deletions and revisions in the
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Official Statement which are mutually agreed upon by the City and the Representative. The City
hereby agrees to deliver to the Underwriters an electronic copy of the Official Statement in a
form that permits the Underwriters to satisfy their obligations under the rules and regulations of
the Municipal Securities Rulemaking Board (the “MSRB”) and the SEC. The City shall provide,
or cause to be provided, at its expense, to the Underwriters as soon as practicable, but not more
than seven (7) business days after the City’s acceptance of this Agreement and in time which, in
the Representative’s opinion, is sufficient to accompany any confirmation that requests payment
from any customer, copies of the Official Statement in such quantity which, in the
Representative’s opinion, is sufficient to comply with the rules of the SEC and the MSRB with
respect to the distribution of the Official Statement. The City authorizes the Underwriters to use

and distribute the Official Statement in connection with the public offering and sale of the
Bonds.

If on or prior to the Closing or within 25 days after the “end of the underwriting period™
any event known to the City shall occur which would cause any statement of a material fact
contained in the Official Statement to be materially incorrect or materially incomplete, the City
will promptly notify the Representative in writing of the circumstances and details of such event.
If, as a result of such event, it is necessary, in the joint opinion of the City and the
Representative, to amend or supplement the Official Statement by stating or restating any .
material fact necessary in order to make the statements made therein, in light of the
circumstances under which they were made, not misleading, the City will forthwith prepare and
furnish to the Underwriters a reasonable number of copies of an amendment of or a supplement
to such Official Statement in form and substance satisfactory to the City and the Representative,
at the City’s sole cost and expense, which will so amend or supplement such Official Statement
so that, as amended or supplemented, the Official Statement will not contain any untrue
statement of a material fact or omit to state any material fact necessary in order to make the
statements made therein, in the light of the circumstances under which they were made, not
misleading. For purposes of this Agreement, the term “end of the underwriting period™ shall be
the later of the date of Closing or the date on which an Underwriter no longer retains an unsold
balance of the Bonds for sale to the public.

The Underwriters agree that the date on which the end of the underwriting period shall
occur shall be the date of the Closing unless the Underwriters otherwise notify the City in writing
prior to 25 days after the Closing that, to the best of their knowledge, the Underwriters retain for
sale to the public an unsold balance of the Bonds, in which case the end of the underwriting
period shall be extended for additional periods of 30 days each upon receipt of an additional
written notification from the Underwriters that, to the best of their knowledge, there exists an
unsold balance of the Bonds but in any event no longer than 90 days after the date of Closing.

At or prior to the Closing (hereinafter defincd), the Representative shall file, or cause to
be filed, the Official Statement with the MSRB through its Electronic Municipal Market Access
(“EMMA") system for municipal securities disclosure or through any other electronic format or
system then prescribed by the MSRB or the SEC. The Representative shall notify the City when
the Underwriters are no longer obligated to deliver to potential customers the Official Statement.



5. Representations and Warranties of the City. The City represents and warrants to
the Underwriters as of the date hereof that:

(a) The City is a municipal corporation and home rule unit of local government
existing under the Constitution and laws of the State of Illinois.

(b) The City Council of the City has: (i) duly adopted the Ordinance, which remains
in full force and effect, (ii) duly authorized the use of the Preliminary Official Statement prior to
the date hereof in connection with the public offering and sale of the Bonds and (iii) duly
authorized and approved the execution and delivery of (A) the Bonds, (B) the Indenture, (C) the
Refunding Escrow Agreements (as defined herein), (D) this Agreement, (E) the General Tax
Certificate (the “Tax Certificate™), and (F) a continuing disclosure undertaking pursuant to the
provisions of Section (b)(5) of Rule 15¢2-12 (the “"Undertaking™).

©) The City has full legal right, power and authority: (i) to adopt the Ordinance; (ii)
to execute and deliver this Agreement, the Indenture, the Tax Certificate and the Undertaking;
(iii) to execute and deliver the refunding escrow agreements (the “Refunding Escrow
Agreements™) dated as of June 1, 2017 between the City and Amalgamated Bank of Chicago as
escrow agent (the “Escrow Agent”) in connection with the refunding of a portion of the
outstanding Second Lien Wastewater Transmission Revenue Bonds, Series 2006A, the Second
Lien Wastewater Transmission Revenue Refunding Bonds, Serics 2006B and Second Lien
Wastewater Transmission Revenue Bonds, Series 2008A (collectively, the “Refunded Bonds™);
(iv) to issue, sell and deliver the Bonds to the Underwriters pursuant to the Ordinance, the
Indenture and this Agreement; and (v) to pay the Bonds from the sources pledged under the
Ordinance and the Indenture for their payment.

(d) The adoption of the Ordinance and compliance with the respective provisions
thereof do not, and the execution and delivery of this Agreement, the Indenture, the Refunding
Escrow Agreements, thc Bonds, the Tax Certificate and the Undertaking will not, in any material
manner, violate any applicable law or administrative regulation of the State of Illinois or any
department, division, agency or instrumentality thereof or of the United States of America or any
department, division, agency or instrumentality thereof, or any applicable judgment or decree to
which the City is subject, or conflict with, in a material manner, or constitute a material breach
of, or a material default under, any ordinance, agreement or other instrument to which the City is
a party or is otherwise subject.

(e) This Agreement, the Ordinance, the Preliminary Official Statement and the
Official Statement have been, and the Indenture, the Refunding Escrow Agreements, the Tax
Certificate, the Undertaking and the Bonds (when delivered and paid for at the Closing) shall be,
duly authorized, executed, delivered and (in the case of the Bonds) authenticated by the Trustee
and issued by the City. When delivered and paid for at the Closing, the Bonds shall be entitled to
the benefits and the security of, and shall be subject to the terms and conditions set forth in the
Ordinance and the Indenture.

® All approvals, consents and orders of, and filings (except, if any, under applicable
state ““blue sky” laws) with, any governmental authority, board, agency or commission having



jurisdiction which would constitute a condition precedent to the performance by the City of its
obligations under this Agreement, the Ordinance, the Indenture, the Refunding Escrow
Agreements, the Tax Certificate and the Bonds have been, or will be, obtained or made.

(g) Between the date of this Agreement and the Closing, the Sewer System shall not
have suffered any material adverse change in its condition, financial or otherwise.

(h) The financial statements contained in APPENDIX C of the Official Statement
fairly present the financial position and results of operations of the City’s Sewer System,
including the City’s Sewer Revenue Fund, as of the dates and for the periods therein stated, and
the City has no reason to believe that such financial statements have not been prepared in
accordance with generally accepted accounting principles, as applied to governmental units,
consistently applied, except as otherwise noted therein.

(1) The Official Statement (excluding any description of the Bond Insurer and DTC,
information under the captions “THE BONDS — Book-Entry Only System,” “BOND
INSURANCE,” “TAX MATTERS,” “UNDERWRITING,” and APPENDIX D—Opinion of Co-
Bond Counsel, thereto, and information furnished by the Underwriters relating to the
Underwriters for use in the Official Statement) does not contain any untrue statement of a
material fact or omit to state a material fact necessary to make the statements therein, in the light
of the circumstances under which they were made, not misleading in any material respect.

()] The Indenture, the Refunding Escrow Agreements, this Agreement, and the Tax
Certificate, when duly executed and delivered by the parties thereto, as appropriate, will
constitute the legal, valid and binding obligations of the City enforceable in accordance with
their terms (except to the extent that enforceability may be limited by bankruptcy, insolvency
and other laws affecting creditors’ rights or remedies and the availability of equitable remedies
generally); and at the time of the Closing, Assured Guaranty Municipal Corp. (the “Bond
Insurer™) shall have issued the bond insurance policy as described in the Official Statement
(collectively, the “Bond Insurance Policy™).

k) When delivered to the Representative and paid for by the Underwriters at the
Closing in accordance with the provisions of this Agreement, the Bonds will be duly authorized,
executed and delivered and will constitute validly issued and outstanding limited obligations of
the City enforceable in accordance with their terms (except to the extent that enforceability may
be limited by bankruptcy, insolvency and other laws affecting creditors’ rights or remedies and
the availability of equitable remedies generally).

)] Except as disclosed in the Official Statement, there is no action, suit or
proceeding, at law or in equity, or before or by a court, public board or body, pending or, to the
City’s knowledge, threatened, against the City, wherein an unfavorable decision, ruling or
finding would materially adversely affect (i) the validity or enforceability of the Bonds, the
Ordinance, the Indenture, the Refunding Escrow Agreements, the Tax Certificate, this
Agreement, or the Undertaking, or (i1) the excludability from federal income taxation of the
interest on the Bonds. '



(m)  The City has not taken, or omitted taking, and will not take or omit to take, any
action, which action or omission would adversely affect the excludability from federal income
taxation of the interest on the Bonds or the Refunded Bonds under the Internal Revenue Code of
1986, as amended.

(n) Except as disclosed in the. Official Statement, the City has not failed during the
previous five years to comply in all material aspects with any previous continuing disclosure
undertakings that it has entered into in accordance with Rule 15¢2-12.

6. Continuing Disclosure. In order to assist the Underwriters in complying with Rule
15¢2-12, the City will enter into the Undertaking pursuant to Rule 15¢2-12, which Undertaking
shall be substantially in the form described in the Official Statement, with such changes as may
be reasonably approved by the Representative and the City.

7. Additional Covenants of the City. The City hereby covenants that:

(a) The City will make available such information, execute such instruments and take
such other action in cooperation with the Underwriters as the Representative may reasonably
request to qualify the Bonds for offering and sale under the blue sky or other securities laws and
regulations of such states and other jurisdictions of the United States as the Underwriters may
designate in writing; provided, however, that nothing in this Section 7(a) shall require the City to
consent to general service of process in any state or jurisdiction other than the State of Illinois.

(b) The City shall apply the proceeds of the Bonds in accordance with the Ordinance,
the Indenture and the Refunding Escrow Agreements.

8. Closing. Subject to the conditions set forth in this Agreement, the closing (the
“Closing”) of the sale of the Bonds by the City and the purchase of the Bonds by the
Underwriters, shall take place at approximately 9:30 a.m., Chicago time, on June 21, 2017, at the
offices of Schiff Hardin LLP, Chicago, Illinois (or at such other time, date and place as the City
and the Representative mutually agree), and in connection therewith:

(a) At the Closing, the City shall deliver or cause to be delivered to DTC, as
securities depository, or to the Trustee, as DTC’s FAST Agent, for the account of the
Underwriters, a single certificate for each maturity of the Bonds, representing the total principal
amount of such Bonds of such maturity, registered in the name of Cede & Co., as nominee for -
DTC.

(b) Upon delivery of the Bonds to DTC or the Trustee, as FAST Agent, at the
Closing, the City will deliver to the Representative the Closing Documents as set forth in Section
9(d). The Representative will accept delivery of the Bonds and pay the purchase price therefor at
the Closing in accordance with Section 8(c).

(©) The Underwriters agree at Closing to deliver a federal funds check or make a
federal funds wire transfer or otherwise confirm deposit of federal funds to the City’s account at
a bank it specifies, in an amount equal to the purchase price of the Bonds.



9. Reliance and Further Conditions of the Underwriters. The Underwriters have
entered into this Agreement in reliance upon the representations, warranties and agreements of
the City herein and the performance by the City of its obligations hereunder, both as of the date
hereof and as of the date of the Closing. The Underwriters’ obligations under this Agreement are
and shall be subject to the following further conditions:

a. At the time of the Closing, the Ordinance and the Indenture shall be in full force
and effect and the Ordinance, the Indenture, the Refunding Escrow Agreements, and the Official
Statement shall not have been amended, modified or supplemented except as may have been
agreed to with respect to the Official Statement pursuant to Section 4 hereof, and the City shall
have duly adopted and there shall be in full force and effect such resolutions and ordinances as,
in the opinion of Schiff Hardin LLP, and Hardwick Law Firm, LLC (herein collectively *“Co-
Bond Counsel), shall be necessary in connection with the transactions contemplated hereby and
thereby.

b. At the time of the Closing, evidence shall be provided that, on the basis of the
Bond Insurance Policy issued with respect to the Series 2017A Bonds maturing in 2042 and
2052 (the “Insured Bonds™) as described in the Official Statement, the Insured Bonds have
received a rating of at least "AA™ from Standard & Poor’s Rating Services, and a rating of at
least “AA+" from Kroll Bond Rating Agency, and that Standard & Poor’s Rating Services has
assigned to the Bonds an underlying rating of at least “A,” Fitch Ratings has assigned to the
Bonds an underlying rating of at least “AA-,” and Kroll Bond Rating Agency has assigned to the
Bonds an underlying rating of at least “AA-,” and such ratings shall not have been qualified or
lowered on or prior to Closing if such qualification or lowering, in the Representative’s opinion,
adversely affects the market price or marketability of the Bonds.

c. The Underwriters shall have the right to cancel their obligations to purchase the
Bonds and have the further right to terminate this Agreement, without liability therefor, by
written notice to the City from the Representative, if, between the date hereof and the Closing:

1. legislation shall be introduced in or enacted by the Congress of the United
States, or adopted by either house thereof or shall have been introduced and favorably
reported for passage to either house by any committee of such house to which such
legislation had been referred for consideration, or a decision shall have been rendered by
or adopted by either house thereof or a decision by a court of the United States or the
United States Tax Court or an order, ruling or regulation shall have been issued or
proposed by or on behalf of the Treasury Department of the United States or the Internal
Revenue Service, with respect to federal income taxation upon interest received on
obligations of the general character of the Bonds which, in the Representative’s opinion,
does or will materially adversely affect the market price or marketability of the Bonds;

il. legislation shall have been enacted by the Congress of the United States to
become effective on or prior to the Closing, or a decision of a court of the United States
shall be rendered, or a stop order, ruling, regulation or proposed regulation by or on
behalf of the SEC or other agency having jurisdiction over the subject matter shall be



issued or made, to the effect that the issuance, sale and delivery of the Bonds, or any
similar obligations of any public body of the general character of the Bonds, is in
violation of, or has the effect of requiring the contemplated offering, sale and distribution
of the Bonds to be registered under the Securities Act of 1933, as amended, or would
require the qualification of the Ordinance or the Indenture under the Trust Indenture Act
of 1939, as amended, or with the purpose or effect of otherwise prohibiting the issuance,
sale or delivery of the Bonds as contemplated hereby or by the Official Statement or of
obligations of the general character of the Bonds;

1ii. there shall have occurred any event which in the Representative’s opinion.
after consultation with its legal counsel, makes the Official Statement either (A) contain
an untrue statement of a material fact or (B) omit to state a material fact required to be
stated therein or necessary to make the statements contained therein not misleading in
any material respect, and either (1) the City fails to prepare or furnish or fails to cause to
be prepared or furnished to the Underwriters an amendment or supplement to the Official
Statement, pursuant to Section 4 hereof, which will amend or supplement the Official
Statement so that, as amended or supplemented, the Official Statement will not contain
any untrue statement of a material fact or omit to state a material fact required to be
stated therein or necessary to make the statements contained therein not misleading or (2)
such amendment or supplement to the Official Statement materially adversely affects the
market price or marketability of the Bonds;

iv. there shall have occurred, or any notice shall have been given, that the
ratings of the City's sewer system obligations shall be, or will be, downgraded or
suspended, or placed on Credit Watch by Standard & Poor’s or Rating Watch by Fitch or
Kroll, which, in the Representative’s reasonable opinion, materially adversely affects the
market price or marketability of the Bonds;

V. there shall have occurred or any notice shall have been given of any
intended downgrading (including a review), suspension, withdrawal, or negative change
in credit watch status by any national rating service to any of the City’s obligations,
which, in the Representative’s reasonable opinion, materially adversely affects the market
price or marketability of the Bonds;

Vi. there shall be in force a general suspension of trading on The New York
Stock Exchange, Inc. or any other national securitics exchanges, or minimum or
maximum prices for trading shall have been fixed and be in force, or maximum ranges
for prices for securities shall have been required and be in force on The New York Stock
Exchange, Inc. or any other national securities exchange, whether by virtue of a
determination by such Exchange or by order of the SEC or any other governmental
authority having jurisdiction;

vii.  a general banking moratorium shall have been declared by either federal,
Illinois or New York authorities having jurisdiction and be in force;



viii. a material disruption in securities settlement, payment or clearance
services in the United States shall have occurred or a material disruption of the municipal
securities market shall have occurred;

iX. any legislation, ordinance, rule or regulation shall be enacted by, any
governmental body, department or agency in the State of Illinois, or a decision by any
court of competent jurisdiction within the State of Illinois shall be rendered which, in the
reasonable opinion of the Representative, would have a material adverse effect on the
market price or marketability of the Bonds;

X. a war involving the United States, an outbreak or escalation of or adverse
development in hostilities or other national or international calamity or crisis shall have
occurred which, in the reasonable opinion of the Representative, materially adversely
affects the market price or marketability of the Bonds;

Xi. there shall be any proceeding or threatened proceeding by the SEC against
the City and such proceeding or threatened proceeding, in the reasonable opinion of the
Representative, materially adversely affects the market price or marketability of the
Bonds; or

Xii. additional material restrictions not in force as of the date hereof shall have
been imposed upon trading in securities generally by any governmental authority or by
any national securities exchange.

d. At the Closing, the Underwriters shall receive each of the following documents:

i the approving opinions, dated the date of the Closing, of Co-Bond
Counsel, substantially in the form attached to the Official Statement as APPENDIX D;

1i. the supplemental opinions, dated the date of the Closing and addressed to
the Representative on behalf of the Underwriters and to the City, of Co-Bond Counsel,
substantially in the form attached hereto as Exhibit C;

iii. an opinion of the Corporation Counsel for the City, dated the date of the
Closing and addressed to the Representative on behalf of the Underwriters substantially
in the form attached hereto as Exhibit D;

iv. An opinion, dated the date of the Closing and addressed to the
Underwriters of Miller, Canfield, Paddock and Stone, P.L.C., Chicago, Illinois, as
Underwriters’ Counscl to the Underwriters (the “Underwriters’ Counsel’) to the effect
that: ~

(A) The Bonds constitute exempted securities within the meaning of
the Securities Act of 1933, as amended, and it is not necessary, in connection with
the public offering and sale of the Bonds, to register any of the Bonds under said



Securities Act or to qualify the Ordinance or the Indenture under the Trust
Indenture Act of 1939, as amended;

(B) The Undertaking complies with the requirements of paragraph
(b)(5) of Rule 15¢2-12;

(C)  The conditions precedent to the Underwriters’ purchase and sale of
the Bonds contained in this Agreement have been satisfied or waived; and

(D)  Based upon their participation in the preparation of the Official
Statement as Underwriters’ Counsel and their participation at conferences at
which the Official Statement were discussed, but without having undertaken to
determine independently the accuracy, completeness or fairness of the statements
contained in the Official Statement, the Underwriters’ Counsel have no reason to
believe that the Official Statement, as of its date and as of the date of Closing,
contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements therein, in light of the circumstances under
which they were made, not misleading; provided that no belief or opinion need be
stated regarding (i) any economic, financial, operational, technical or statistical
information contained in or omitted from the Official Statement; (ii) any
forecasts, projections, estimates, assumptions or expressions of opinion contained
in the Official Statement; (iii) any financial statements or other financial,
statistical or accounting data contained in or omitted from the Official Statement;
(iv) any information incorporated or included by reference in the Official
Statement; (v) any information relating to DTC, or its global book-entry systems
or (vi) any information under the caption “TAX MATTERS” “BOND
INSURANCE™ and in the Appendices to the Official Statement.;

v. The defeasance opinion of Co-Bond Counsel with respect to the Refunded
Bonds dated the date of Closing and addressed to the City and the trustee(s) of the
Refunded Bonds.

Vi. an opinion, dated the date of the Closing and addressed to the City and to
the Representative on behalf of the Underwriters of Charity & Associates and Quintairos,
Prieto, Wood & Boyer, P.A., as co-disclosure counsel (*Co-Disclosure Counserl™), to the
effect that (A) the Bonds are exempt from registration pursuant to the Securities Act of
1933, as amended, and it is not necessary in connection with the public offering and sale
of the Bonds to register any security under the Securities Act of 1933, as amended and no
ordinance or indenture in respect of the Bonds is required to be qualified under the Trust
Indenture Act of 1939, as amended, (B) the Undertaking complies with the requirements
of paragraph (b)(5) of Rule 15¢2-12 in effect as of the date of the Closing and (C)
nothing has come to their attention which would lead them to believe that the Official
Statement and the Appendices thereto (excluding the financial statements and other
financial and statistical data contained in the Official Statément, including APPENDIX C
and the descriptions DTC and the DTC Book-Entry System and “BOND INSURANCE”,
as to which no view is expressed), contains an untrue statement of a material fact or omits
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to state a material fact necessary in order to make the statements made therein, in light of
the circumstances under which they were made, not misleading;

vii.  a copy, duly certified by the City, of the Ordinance, as passed by the City
Council and approved by the Mayor;

viii.  a certificate, dated the date of the Closing, executed on behalf of the City
by its City Chief Financial Officer or its City Comptroller satisfactory to the
Representative and in form and substance satisfactory to Underwriters® Counsel, to the
effect that (A) the representations and warranties of the City herein are correct in all
material respects as of the date of the Closing; (C) the financial statements of the Sewer
Systemn included as APPENDIX C to the Official Statement as of December 31, 2014 and
December 31, 2015 fairly represents the receipts, expenditures, assets, liabilities and cash
balances of such amounts as of the dates and for the periods therein set forth; and (D)
except as disclosed in the Official Statement, since December 31, 2016, no materially
adverse change has occurred, or any development involving a prospective material
change, in the financial position or results of operations of the Sewer System and the
Sewer System has not incurred since December 31, 2016, any material liabilities other
than in the ordinary course of business or as set forth in or contemplated by the Official
Statement;

ix. a certificate or certificates acceptable to the City and the Representative
dated the date of Closing, to the effect that Amalgamated Bank of Chicago, Chicago,
Illinois, has full legal right, power and authority to act as Trustee under the Indenture and
has executed and delivered the Indenture and authenticated the Bonds;

X. a copy of an agreement between the City and DTC relating to the
safekeeping and book-entry form of the Bonds;

Xi. a fully executed counterpart or conformed copy of the Tax Certificate;
xii.  a fully executed counterpart or conformed copy of the Undertaking;
xiii.  a fully executed counterpart or conformed copy of the Indenture;

xiv.  a fully executed counterpart or conformed copy of the Refunding Escrow
Agreements;

xv.  a certificate of the Escrow Agent to the effect that the Escrow Agent has
full legal right, power and authority to act as Escrow Agent under the respective
Refunding Escrow Agreement;

xvi.  an opinion of counsel to the Bond Insurer, dated the date of the Closing
and addressed to the City and to the Representative on behalf of the Underwriters, regarding the
validity of the Bond Insurance Policy, which opinion shall be satisfactory to the City and the
Representative.
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xvil. a fully executed Bond Insurance Policy.

xviii. evidence to the satisfaction of the Representative that all conditions to the
issuance and delivery of the Bonds have been fulfilled.

€. All of the opinions, letters, certificates, instruments and other documents
mentioned above or elsewhere in this Agreement will be deemed to be in compliance with the
provisions hereof if, but only if, they are in form and substance satisfactory to the
Representative, in its reasonable judgment.

f. Payment for the Bonds and acceptance of the delivery of the Bonds by the
Representative on behalf of the Underwriters shall evidence conclusively compliance by the
City, or the waiver thereof by the Underwriters, of all conditions required hereunder for the
Closing. [f the City is unable to satisfy the conditions to the Underwriters’ obligations contained
in this Agreement, or if the Underwriters’ obligations shall be terminated for any reason
permitted by this Agreement, this Agreement shall terminate and neither the City nor the
Underwriters shall have any further obligation hereunder.

10. Use of Documents. The City hereby authorizes the Underwriters to use, in
connection with the public offering and sale of the Bonds, this Agreement, the Preliminary
Official Statement, the Official Statement, the Ordinance, the Refunding Escrow Agreements,
the Indenture, and the information contained herein and therein.

11. Expenses. The Underwriters shall be under no obligation to pay, and the City
shall pay, any and all expenses incident to the performance of the City’s obligations hereunder,
including but not limited to: (a) the cost of the preparation and printing or other reproduction of
the Ordinance, the Indenture, the Refunding Escrow Agreements, the Preliminary Official
Statement and the Official Statement, as well as the cost of shipping the Preliminary Official
Statement and the Official Statement; (b) the cost of the preparation and printing of the Bonds;
(c) the fees and disbursements of Co-Bond Counsel, and Co-Disclosure Counsel; (d) the fees of
the financial advisors (e) the fees and disbursements of any experts or consultants retained by the
City, (f) the fees of the Trustee and the Escrow Agent and the Bond Insurer and (g) the fees for
the municipal bond ratings on the Bonds. The Underwriters will pay the expenses incurred by
them or any of them in connection with their public offering and distribution of the Bonds,
including, but not limited to, the CUSIP Service Bureau charges, the fees and expenses of
Underwriters™ Counsel and advertising expenses directly incurred by the Underwriters.

12.  Notices. Any notice or other communication to be given to the City under this
Agreement shall be given by delivering the same in writing at the address set forth above, and
any such notice or other communication to be given to the Underwriters shall be given by
delivering the same in writing to:

Siebert Cisneros Shank & Co., L.L.C.
111 East Wacker Drive, Ste. 2605
Chicago, IL 60601



Attn. Karen Walker

13.  No Third Party Beneficiaries, Survival, Etc. This Agreement is made solely for
the benefit of the City and the Underwriters (including the successors or assigns of any
Underwriter), and no other person, partnership, association or corporation shall acquire or have
any right hereunder or by virtue hereof. All of the representations and agreements by the City in
this Agreement shall remain operative and in full force and effect regardless of any
investigations made by or on behalf of the Underwriters and shall survive the delivery of and
payment for the Bonds.

14. Approval: Representations and Warranties of the Underwriters.

(a) The Representative represents and warrants to the City that the Underwriters have
heretofore authorized the Representative to execute any document on behalf of, or exercise any
authority of and otherwise to act for, them in all matters under or pertaining to this Agreement.
Each Underwriter has warranted and confirmed to the Representative, and the Representative
warrants and confirms to the City that: (i) it is duly registered under the 1934 Act as a
broker/dealer or municipal securities dealer and has duly paid the fee prescribed by MSRB Rule
A-12 or is exempt from such requirements; (ii) it is (A) a member in good standing of the
Financial Industry Regulatory Authority (“FINRA™) or (B) otherwise eligible under FINRA
rules to receive underwriting discounts and concessions available to such members with respect
to underwriters of municipal securities; and (iii) it has complied with the dealer registration
requirements, if any, of the various jurisdictions in which it offers the Bonds for sale. The
Underwriters represent, warrant and covenant that they are and will be in compliance with all
applicable laws, rules and regulations in connection with the offering, issuance and sale of the
Bonds. The approval of the Underwriters when required hereunder or the determination of their
satisfaction as to any document referred to herein shall be in writing signed by the
Representative and delivered to the City; provided, however, that payment for the Bonds and
acceptance of the Bonds by the Underwriters shall constitute acknowledgement by the
Representative and the Underwriters of such approval and satisfaction.

(b) Each Underwriter severally represents to the City that neither the Underwriter, nor
any Affiliate thereof, is listed on any of the following lists maintained by the Office of Foreign
Assets Control of the U.S. Department of the Treasury, the Bureau of Industry and Security of
the U.S. Department of Commerce, the Directorate of Defense Trade Controls of the U.S.
Department of State or their successors, or on any other list of persons or entities with which the
City may not do business under any applicable law, rule, regulation, order or judgment: the
Specially Designated Nationals List, the Denied Persons List, the Unverified List, the Entity List
and the Debarred List.

For purposes of this representation, “Affiliate,” when used to indicate a relationship with
a specified person or entity, means a person or entity that, directly or indirectly, through one or
more intermediaries, controls, is controlled by or is under common control with such specified
person or entity, and a person or entity shall be deemed to be controlled by another person or
entity, if controlled in any manner whatsoever that results in control in fact by that other person
or entity (or that other person or entity and any persons or entities with whom that other person
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or entity is acting jointly-or in concert), whether directly or indirectly and whether through share
ownership, a trust, a contract or otherwise.

Attached hereto as Exhibit E, is a form Representation Letter to be provided by each
Underwriter to the City and the Representative at or before Closing.

(c) This Agreement has been duly authorized, executed and delivered by the
Representative on behalf of the Underwriters and, assuming the due authorization, execution and
delivery by the City, is the legal, valid and binding obligation of the Underwriters enforceable in
accordance with its terms (except to the extent that enforceability may be limited by bankruptcy,
insolvency and other laws affecting creditors’ rights or remedies and the availability of equitable
remedies generally).

15. Successors and Assigns. This Agreement will inure to the benefit of and be
binding upon the parties and their successors and assigns, and will not confer any rights upon
any other person. The terms “successors™ and “assigns’ shall not include any purchaser of any
Bond or Bonds from the Underwriters merely because of such purchase.

16.  Enforceability. If any provision of this Agreement shall be held or deemed to be
or shall, in fact, be invalid, inoperative or unenforceable as applied in any particular case in any
jurisdiction or jurisdictions, or in all jurisdictions, because it conflicts with any provisions of any
constitution, statute, rule or public policy, or for any other reason, such circumstances shall not
have the effect of rendering the provision invalid, inoperative or unenforceable in any other case
or circumstances, or of rendering any other provision or provisions of this Agreement invalid,
inoperative or unenforceable to any extent whatsoever.

17. Cooperation with City Inspector General. Each Underwriter understands and
agrees that it is required to and will comply with the provisions of Chapter 2-56 of the Municipal
Code of Chicago. Pursuant to Section 2-56-090 of the Municipal Code of Chicago, it shall be the
duty of each Underwriter to cooperate with the City’s Inspector General in any investigation or
hearing undertaken pursuant to Chapter 2-56. Every Underwriter shall report, directly and
without undue delay, to the City’s Inspector General any and all information concerning conduct
by any person which such Underwriter knows to involve corrupt activity, pursuant to Section 2-
156-018(b) of the Municipal Code of Chicago. An Underwriter’s knowing failure to report
corrupt activity as required in subsection (b) of Section 2-156-018 of the Municipal Code of
Chicago, shall constitute an event of default under this Agreement. For purposes of subsection
(b) of Section 2-156-018 of the Municipal Code of Chicago, “corrupt activity” shall mean any
conduct set forth in subparagraph (a)(1), (2) or (3) of Section 1-23-020 of the Municipal Code of
Chicago:

(D bribery or attempted bribery, or its equivalent under any local, state or
federal law, of any public officer or employee of the City of Chicago or of any sister
agency; or
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2) theft, fraud, forgery, perjury, dishonesty or deceit, or attempted theft,
fraud, forgery, perjury, dishonesty or deceit, or its equivalent under any local, state or
federal law, against the City of Chicago or of any sister agency; or

3) conspiring to engage in any of the acts set forth in items (1) or (2) of this
subsection (a). '

The Underwriters agree and covenant that no payment, gratuity or offer of employment
shall be made in connection with this Agreement, by or on behalf of a subcontractor to the
Underwriters or any higher—tier subcontractor or any person associated therewith, as an
inducement for the award of a subcontract or order related to this Agreement.

18. No Advisory or Fiduciary Role by Underwriters; Acknowledgements of the City.
The City acknowledges and agrees to the following: (1) the primary role of the Representative
and Underwriters is to purchase securities, for resale to investors, in an arm’s length commercial
transaction between the City and the Underwriters in which the Representative is acting solely as
a principal and that the Representative and Underwriters have financial and other interests that
differ from those of the City; (2) the Representative and Underwriters are not acting as a
municipal advisor, financial advisor or fiduciary to the City and have not assumed any advisory
or fiduciary responsibility to the City with respect to the transaction contemplated hereby and the
discussions, undertakings and procedures leading thereto (irrespective of whether the
Representative and Underwriters have provided other services or are currently providing other
services to the City on other matters); (3) the only obligations the Representative or Underwriters
have to the City with respect to the transaction contemplated hereby are expressly set forth in this
Agreement and (4) the City has consulted its own financial and/or municipal, legal, accounting,
tax, financial and other advisors, as applicable, to the extent it has deemed appropriate. The City
engaged (a) Swap Financial Group and TKG and Associates, LLC to perform certain
professional services in the capacity as financial advisor to the City for this transaction, and (b)
Charity & Associates, and Quintairos, Prieto, Wood & Boyer, P.A., as Co-Disclosure Counsel to
the City.

19. Qualification of Securities. The City will furnish such information, execute such
instruments and take such other action in cooperation with the Underwriters as the
Representative may reasonably request to qualify Bonds for offer and sale under the Blue Sky or
other securities laws and regulations of such states and other jurisdictions of the United States as
the Representative may designate and to provide for the continuance of such qualification;
provided, however, that the City will not be required to qualify as a foreign corporation or to file
any general or special consents to service of process under the laws of any state.

20. Entire Agreement. This Agreement, together with any contemporaneous written
agreements (to the extent not superseded by this Agreement) that relate to the offering of the
Bonds, represents the entire agreement between the City and the Underwriters with respect to the
preparation of the Official Statement, and the conduct of the offering, and the purchase and sale
of the Bonds. '
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21. Counterparts. This Agreement may be executed in several counterparts, each of
which shall be regarded as the original and all of which shall constitute one and the same
. document.

[The Execution Page Follows]
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Very truly yours,

Siebert Cisneros Shank & Co., L.L.C.

Authorized Officer

.By=; ‘7& %A“ZC’\—

The foregoing is hereby accepted as of
the date first written above:

CITY OF CHICAGO

By:

’Ca‘i%le. L. Bi}_&_)wn
Chief Financial Officer

Edward M. Burke
Chairman, Committee on Finance,
Chicago City Council

[Bond Purchase Agreement Execution Page]




APPENDIX 1

UNDERWRITERS

Siebel"T Cisneros Shank & Co., L.L.C.

Melvin & Company, L.L.C.
The Williams Capital Group, L.P.
Blaylock Beal Van, LLC
Estrada Hinojosa & Company, Inc.
Mischler Financial Group, Inc.
North South Capital LLC
Podesta & Co.



EXHIBIT A
FORM OF ISSUE PRICE CERTIFICATE

UNDERWRITERS’ CERTIFICATE

Re:  CITY OF CHICAGO (the *“Issuer™)

396,075,000 Second Lien Wastewater Transmission Revenue Bonds,
Series 2017 (the “Bonds™)

consisting of

$180,590,000 Second Lien Wastewater Transmission Revenue Bonds,
Project Series 2017A

and

$215,485,000 Second Lien Wastewater Transmission Revenue Bonds,
Refunding Series 2017B

Defined terms used in this certificate have the respective meanings set forth in the
Issuer’s General Tax Certificate relating to the Bonds described above.

A. Issue Price

Siebert Cisneros Shank & Co., L.L.C., as the representative (the
“Representative”) of itself and Melvin & Company, LLC, The Williams Capital Group, L.P.,
“Blaylock Beal Van, LLC, Estrada Hinojosa & Company, Inc., Mischler Financial Group, Inc.,
North South Capital LLC, and Podesta & Co., the Underwriters of the Bonds, certifies that:

(i) Based on our assessment of the then prevailing market conditions, the
Underwriters reasonably expected when they agreed to purchase the Bonds (the “Sale
Date”) that the first prices at which at least 10% of each maturity of the Bonds would be
sold by the Underwriters to the general public would be prices not higher than, or, in the
case of obligations sold on a yield basis, at yields not lower than, those listed for each
maturity on the inside front cover of the Official Statement for the Bonds (the “Initial
Offering Prices”).

(ii) All of the Bonds have actually been offered to the public in a bona fide
public offering at prices not higher than, or, in the case of obligations sold on a yield
basis, at yields not lower than, the Initial Offering Prices.

(i)  The first price, or yield in the case of obligations sold on a yield basis, at
which ten percent (10%) of each maturity of the Bonds has been sold to the public was at
a price not higher than, or, in the case of obligations sold on a yield basis, at a yield not
lower than, the Initial Offering Prices.

( (iv)  The Underwriters had no reason to believe that any of the Initial Offering
Prices of the Bonds exceeded the expected fair market value of the Bonds as of the Sale
Date.
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For purposes of this certificate, the term “general public” does not include bond
houses, brokers or similar persons or organizations acting in the capacity of underwriters or
wholesalers.

B. Calculations for Form 8038-G

1) We have been asked to calculate the weighted average maturity of the
Bonds in the following manner: divide (a) the sum of the products determined by taking the issue
price of each maturity times the number of years from the date of this certificate to the date of
such maturity (treating the mandatory redemption of Bonds as a maturity), by (b) the issue price
of the Bonds. Based solely on the above calculations, the weighted average maturity of the
Bonds is 16.0624 years.

(ii) We have been asked to calculate the weighted average maturity of the
Refunded Bonds in the same manner. Based solely on the above calculations, the weighted
average maturity of the Refunded Bonds is 10.9736 years.

(ii1)  We have calculated the Bond Yield for the Bonds to be 3.408686%. The
Bond Yield is equal to the discount rate that produces the same present value when used in
computing (i) the present value of all the payments paid and to be paid in connection with the
Bonds and (ii) the aggregate of the Initial Offering Prices of the Bonds.

In calculating the Yield on the Bonds, on the advice of Co-Bond Counsel, we
applied a special rule to any Bond subject to optional redemption that was issued at an Initial
Offering Price that exceeds its stated redemption price at maturity by more than an amount equal
to (1) one-fourth of one percent, multiplied by (ii) the product of (A) the stated redemption price
of such Bond at maturity and (B) the number of complete years to the first optional redemption
date of the Bonds. We treated each such Bond as if it were redeemed at its stated redemption
price on the optional redemption date that produces the lowest Yield on the Bonds. The
following Bonds are subject to this special “yield to call” rule:

Series 2017A Bonds
Maturity Date Principal Interest
(January 1) Amount Rate
2028 $3,330,000 5.00%
2029 $3,495,000 5.00%
2030 $3,670,000 - 5.00%
2031 $3,855,000 5.00%
2032 $4,045,000 5.00%
2033 $4,250,000 5.00%
2034 $4.,460,000 5.00%
2035 $4,685,000 5.00%
2036 $4,920,000 5.00%
2037 $5,165,000 5.00%
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$30,105,000 5.25% Term Bonds due January 1, 2042, Price 114.9471, Yield 3.40 %
$38,685,000 5.00% Term Bonds due January 1, 2047, Price 110.020+, Yield 3.74%

Series 20178 Bonds
Maturity Date Principal Interest
(January 1) Amount Rate
2028 $10,030,000 5.00%
2029 $14,835,000 5.00%
2030 $15,585,000 5.00%
2031 $9,140,000 5.00%
2032 $9,600,000 5.00%
2033 $10,085,000 5.00%
2034 $10,775,000 5.00%
2035 $11,310,000 5.00%
2036 $11,875,000 5.00%
2037 $8,490,000 5.00%
2038 $8,915,000 5.00%

The lowest Yield on the Bonds results from treating the Bonds identified above as redeemed on
January 1, 2027.

(vi)  The CUSIP number for the final maturity of the Bonds is: 167727 YL4.
C. Yield on Escrow Accounts

The Underwriters have calculated the Yield on the investment of moneys on
deposit in (i) the Series 2006 Escrow Account to be 0.671867%, and (ii) the Series 2008A
Escrow Account to be 1.109322%.

D. Bond Insurance

The Municipal Bond Insurance Policy (the “Policy™) issued by Assured Guaranty
Municipal Corp. (the “Insurer’) was essential in marketing the Series 2017A Bonds maturing on
January 1, 2042 and January |, 2052 (the “Insured Bonds™) at the interest rate and price at
which they were sold. The absence of the Policy would have materially affected in an adverse
manner the interest rate and price at which the Insured Bonds were sold.

The present value of the aggregate premiums paid for the Policy on the date of
this certificate is less than the present value of the interest reasonably expected to be saved as a
result of using the Policy to secure payment of the Insured Bonds, using as a discount rate the
Yield on the Bonds calculated by treating the premium for the Policy as interest on the Insured
Bonds. The premium paid for the Policy does not exceed a reasonable charge for the transfer of
credit risk (such reasonableness was determined by taking into account premiums charged by
bond insurers in comparable transactions).



E. Miscellaneous

It is understood by the undersigned that the certifications contained in this
certificate are made by the Representative on behalf of the Underwriters and will be relied upon
by the Issuer with respect to certain representations included in the General Tax Certificate and
by Co-Bond Counsel in rendering their respective opinions that the Bonds are tax-exempt under
Section 103 of the Internal Revenue Code of 1986, as amended. The undersigned is certifying
only as to facts in existence on the date of this certificate. Nothing in this certificate represents
the undersigned’s interpretation of any laws or regulations; in particular the regulations under the
Internal Revenue Code of 1986, or the application of any laws or regulations to these facts. The
certifications contained in this certificate are not necessarily based on personal knowledge, but
may instead be based on either inquiry deemed adequate by the undersigned or institutional
knowledge (or both) regarding the matters set forth in this certificate. Although certain
information furnished in this certificate has been derived from other purchasers, bond houses and
brokers and cannot be independently verified by us, we have no reason to believe that
information to be untrue in any material respect.

Dated: June 21, 2017

SIEBERT CISNEROS SHANK & Co., L.L.C.

By:
Its:
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EXHIBIT B
$180,590,000

Second Lien Wastewater Transmission
Revenue Bonds, Project Series 2017A

1. Principal Amount:  $180,590,000

o

Dated: June 21, 2017

3. Maturity Schedule:
Maturity Principal Interest
(January 1) Amount Rate Price Yield CUSIP
2020 . $2,255,000 5.00% 108.571 1.53% 167727 XQ4
2021 - $2,365,000 5.00% 111.179 1.72% 167727 XR2
2022 $2,485,000 5.00% 113.294 1.92% 167727 XS0
2023 $2,610,000 5.00% 115.059 2.10% 167727 XT8
2024 $2,740,000 5.00% 116.476 2.27% 167727 XUS5
2025 $2,875,000 5.00% 117.431 2.45% 167727 XV3
2026 $3,020,000 5.00% 117.580 2.68% 167727 XW1
2027 $3,170,000 5.00% 117.919 2.84% - 167727 XX9
2028 $3,330,000 5.00% 116.376 +  3.01% 167727 XY7
2029 $3,495,000 5.00% 115391+ 3.12% 167727 XZ4
2030 $3,670,000 5.00% 114415+ 3.23% 167727 YAS
2031 $3,855,000 5.00% 113.625% 3.32% 167727 YB6
2032 $4,045,000 5.00% 113.0141 3.39% 167727 YC4
2033 $4,250,000 5.00% 112407t 3.46% 167727 YD2
2034 $4,460,000 5.00% 111.977t 3.51% 167727 YEO
2035 $4,685,000 5.00% 111.548% 3.56% 167727 YF7
2036 $4,920,000 5.00% 111121+  3.61% 167727 YGS5
2037 $5,165,000 5.00% 110.780 + 3.65% 167727 YH3

$30,105,000 5.25% Term Bonds due January 1, 2042*, Price 114.947+, Yield 3.40 %, CUSIP: 167727 YI9
$38,685,000 5.00% Term Bonds due January 1, 2047, Price 110.020+, Yield 3.74%, CUSIP: 167727 YK6
$48,405,000 4.00% Term Bonds due January 1, 2052*, Price 100.709%, Yield 3.91%, CUSIP: 167727 YL4

+ Priced to the January 1, 2027 call.
* Insured.
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OPTIONAL REDEMPTION: The Series 2017A Bonds maturing on and after January 1,
2028, are subject to redemption prior to maturity at the option of the City, at any time on or after
January 1, 2027, as a whole or in part, at any time, and if in part, in such order of maturity as the
City shall determine and within any maturity by lot, in Authorized Denominations, at a price of
par plus accrued interest to the redemption date.

~ MANDATORY REDEMPTION: The Series 2017A Bonds due January 1, 2042, January 1,
2047 and January 1, 2052 are subject to mandatory sinking fund redemption on January 1 in each

of the respective years and in the respective amounts set forth below, at a redemption price equal
to the principal amount to be redeemed:

Term Bond Due Term Bond Due
January 1, 2042 January 1, 2047
Year Principal Amount Year Principal Amount
2038 $5,420,000 2043 $7,000,000
2039 $5,705,000 2044 $7,350,000
2040 $6,005,000 2045 $7,720,000
2041 $6,320,000 2046 $8,105,000

2042* $6,655,000 ' 2047* $8,510,000

Term Bond Due
January 1, 2052

Year Principal Amount
2048 $8,935,000
2049 $9,295,000
2050 $9,665,000
2051 $10,055,000

2052* $10,455,000

*Denotes Final Maturity



1.

2.

Principal Amount:

Second Lien Wastewater Transmission
Revenue Bonds, Refunding Series 2017B

Dated: June 21, 2017

Maturity Schedule:
Maturity Principal
(January 1) Amount
2018 $6,515,000
2019 $6,570,000
2020 $7,060,000
2021 $12,165,000
2022 $9,450,000
2023 $9,945,000
2024 $10,440,000
2025 $14,070,000
2026 $9,085,000
2027 $9,545,000
2028 $10,030,000
2029 $14,835,000
2030 $15,585,000
2031 $9,140,000
2032 $9,600,000
2033 $10,085,000
2034 $10,775,000
2035 $11,310,000
2036 - $11,875,000
2037 $8.,490,000
2038 $8,915,000

$215,485,000

$215,485,000

Interest
Rate
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%

T Priced to the January 1, 2027 call.
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Price
102.030
105.516
108.571
I111.179
113.294
115.059
116.476
117.431
117.580
117.919
116.376 +
115.391 +
114415+
113.625 +
113.014 %
112.407 %
111.977 %
111.548 %
11121 f
110.780 +
110.696 +

Yield
1.13%
1.34%
1.53%
1.72%
1.92%
2.10%
2.27%
2.45%
2.68%
2.84%
3.01%
3.12%
3.23%
3.32%
3.39%
3.46%
3.51%
3.56%
3.61%
3.65%
3.66%

CuUSIP
167727 YM2
167727 YNO
167727 YP5
167727 YQ3
167727 YRI
167727 YS9
167727 YT7
167727 YU4
167727 YV2
167727 YWO
167727 YX8
167727 YY6
167727 YZ3
167727 ZA7
167727 ZB5
167727 ZC3
167727 ZD1
167727 ZE9
167727 ZF6
167727 ZG4
167727 ZH2



OPTIONAL REDEMPTION: The Series 2017B Bonds maturing on and after January 1,
2028, are subject to redemption prior to maturity at the option of the City, at any time on or after
January 1, 2027, as a whole or in part, at any time, and if in part, in such order of maturity as the
City shall determine and within any maturity by lot, in Authorized Denominations, at a price of
par plus accrued interest to the redemption date.



EXHIBIT C

FORM OF SUPPLEMENTAL OPINION OF CO-BOND COUNSEL

June 21,2017

City of Chicago The Underwriters Listed
City Hall . onAnnex I

121 North LaSalle Street

Chicago, Illinois 60602

Amalgamated Bank of Chicago, as trustee
under the Trust Indenture defined below
30 North LaSalle St.

Chicago, lllinois 60602

We have acted as co-bond counsel in connection with the issuance and delivery
by the City of Chicago (the “City”) of the City’s (a) $180,590,000 Second Lien Wastewater
Transmission Revenue Bonds, Project Series 2017A (the “Series 2017A Bonds™), and
(b) $215,485,000 Second Lien Wastewater Transmission Revenue Bonds, Refunding Series
2017B (together with the Series 2017A Bonds, (the “Bonds™). The Bonds are authorized by an
Ordinance adopted by the City Council of the City on January 13, 2016 (the “Bond Ordinance™)
and are being issued today under and pursuant to the Bond Ordinance, a Determination
Certificate of the Chief Financial Officer of the City pursuant to the Bond Ordinance establishing
certain terms of the Bonds and filed with the City Clerk pursuant to the Bond Ordinance (the
“Determination Certificate™), and a Trust Indenture, dated as of June 1. 2017 (the “Trust
Indenture”), from the City to Amalgamated Bank of Chicago, as trustee (the “Trustee™),
providing for the issuance of the Bonds. We rendered our separate approving opinion today as
co-bond counsel as to the validity of the Bonds. Capitalized terms used but not defined in this
letter have the meanings ascribed to them in our separate approving opinion as co-bond counsel.

The following opinion is based upon the same examination of the record of
proceedings and accompanying certificates, and is subject to the same limitations, as described in
our separate approving opinion as co-bond counsel described above. In addition to the items
described in our separate approving opinion as co-bond counsel, the record of proceedings also
includes executed copies of the Bond Purchase Agreement, dated June 6, 2017 (the “Bond
Purchase Agreement”’), between the City and the underwriters listed on Exhibit A (the
“Underwriters™), and of the Official Statement, dated June 6, 2017, of the City relating to the
Bonds (the “Official Statement™). We are furnishing this opinion pursuant to Section 9(d)(ii) of

the Bond Purchase Agreement.

Based upon our examination as described in our separate opinion as co-bond
counsel, we are further of the opinion as follows:
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l. The Bonds are exempt from registration under the Securities Act of 1933,
as amended, and the Trust Indenture is exempt from qualification under the Trust Indenture Act
of 1939, as amended. It is not necessary, in connection with the initial public offering and sale of
the Bonds in the manner contemplated in the Bond Purchase Agreement, to register any
securities under the Securities Act or to qualify the Bond Ordinance or the Trust Indenture under
the Trust Indenture Act.

2. We have reviewed the statements in the Official Statement on its covers,
under the captions “INTRODUCTION,”™ “DESCRIPTION OF THE BONDS” (other than information
under the subcaption “Book-Entry Only System™), and “SECURITY FOR THE BONDS,” and in
Appendices A and B and, insofar as those statements purport to summarize certain provisions of
the Bonds, the Bond Ordinance, the Determination Certificate and the Trust Indenture, such
statements present a fair and accurate summary of those provisions. The statements in the
Official Statement in the first paragraph on its cover, under the caption *“TAX MATTERS,” and in
Appendix D, present a fair and accurate summary of the matters relating to the tax exemption of
interest on the Bonds discussed in such portions of the Official Statement.

3. The execution and delivery on behalf of the City of the Bond Purchase
Agreement has been duly authorized by the City. The Bond Purchase Agreement is a binding
contractual obligation of the City in accordance with its terms if it is a valid and binding
obligation of the Underwriters (as to which we express no opinion). The Continuing Disclosure
Undertaking has been duly authorized, executed and delivered by the City and is a binding
contractual obligation of the City in accordance with its terms.

Except as stated in paragraph 2 of this letter, we have not undertaken to determine
independently the accuracy or completeness of the Official Statement. However, we state that
during our participation in the authorization and issuance of the Bonds as co-bond counsel
(which included participation in conferences with the City and the Underwriters and their
respective counsel concerning the Official Statement), nothing has come to our attention which
has caused us to believe that the Official Statement (except for statements under the captions
“INTRODUCTION—City of Chicago Sewer System,” the second paragraph under the caption
“INTRODUCTION—Sewer System Rates,” “INTRODUCTION—Chicago Water and Sewer Tax,” -
*DESCRIPTION OF THE BONDS—Book-Entry Only System,” “BOND INSURANCE,” “OUTSTANDING
DEBT AND ANNUAL DEBT SERVICE,” “DEPARTMENT OF WATER MANAGEMENT,” “SEWER
SYSTEM,” “FINANCIAL OPERATIONS,” “LITIGATION,” “CO-FINANCIAL ADVISORS AND
INDEPENDENT REGISTERED MUNICIPAL ADVISOR,” SECONDARY MARKET DISCLOSURE—
Corrective Action Related to Certain Bond Disclosure Requirements™ and in Appendix C — “City
of Chicago, Illinois Sewer Fund Basic Financial Statements as of and for the Years Ended
December 31, 2015 and 2014, and Independent Auditors’ Report,” Appendix E — Specimen
Municipal Bond Insurance Policy and the financial and statistical data in the Official Statement,
as to which we express no view), as of its date or as of the date of this letter, contained or
contains an untrue statement of a material fact or omitted or omits a material fact necessary to
make the statements in it, in light of the circumstances under which they were made, not
misleading.

The enforceability of provisions of the Bond Purchase Agreement and. the
Continuing Disclosure Undertaking may be subject to bankruptcy, insolvency, reorganization,
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moratorium and other similar laws affecting creditors’ rights. Enforcement of provisions of the
Bond Purchase Agreement or the Continuing Disclosure Undertaking by an equitable or similar
remedy is subject to general principles of law or equity governing such a remedy, including the
exercise of judicial discretion whether to grant any particular form of relief. The enforceability of
the indemnification provisions of the Bond Purchase Agreement may be limited by federal or
state securities laws.

This opinion is based upon facts known or certified to us and laws in effect on its
date and speaks as of that date. The opinions stated in this letter are expressions of professional
judgment based upon such facts and law and are not a guaranty of a result. We have not
undertaken any obligation to revise or supplement this opinion to reflect any facts or
circumstances that may come to our attention after the date of this opinion or any changes in law
that may occur after that date.

The opinions rendered and assurances given in this letter are solely for the benefit
of the persons to whom this letter is addressed in connection with the issuance and delivery of

the Bonds and may not be relied upon by other persons or for any other purpose without our
express prior written consent.

Very respectfully yours,



Siebert Cisneros Shank & Co., L.L.C.,

111 East Wacker Drive, Suite 2605
Chicago, lllinois 60611

The Williams Capital Group, L.P.
650 Fifth Avenue, 9th Floor
New York, New York 10019

Estrada Hinojosa & Company, Inc.
161 North Clark Street, Suite 4700
Chicago, Illinois 60601

North South Capital LLC
200 West Adams, Suite 2230
Chicago, Illinois 60606

ANNEX T

Melvin & Company,
455 Cityfront Plaza Drive, 31st floor
Chicago, Tllinois 60611

Blaylock Beal Van, LLC
180 North La Salle Street, Suite 3145
Chicago, Illinois 60601

Mischler Financial Group, Inc.
1111 Bayside Drive, Suite 100
Newport Beach, California 92625

Podesta & Co.
208 South LaSalle Street, Suite 1460
Chicago, Illinois 60604
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EXHIBIT D
FORM OF OPINION OF CORPORATION COUNSEL
" [Date of Closing]

Amalgamated Bank of Chicago, as Trustee
One West Monroe Street
Chicago, Illinois 60603

Siebert Cisneros Shank & Co., L.L.C.

111 East Wacker Drive, Suite 2605

Chicago, IL 60601
on behalf of the Underwriters named in the
Bond Purchase Agreement (as defined herein)

Ladies and Gentlemen:

I am the Corporation Counsel of the City of Chicago (the “Ciry™). In connection with the
issuance by the City of $180,590,000 aggregate principal amount of Second Lien Wastewater
Transmission Revenue Bonds, Project Series 2017A, and $215,485,000 aggregate principal
amount of Second Lien Wastewater Transmission Revenue Bonds, Refunding Series 2017B
(together, the “Bonds™), 1 have caused to be examined a certified copy of the record of
proceedings of the City Council of the City (the “City Council™) pertaining to the adoption by the
City Council on January 13, 2016, of an ordinance pursuant to which the Bonds are being issued
(the “Ordinance™). Unless otherwise defined herein, capitalized terms defined in the Bond
Purchase Agreement are used with the same meaning herein.

In addition to the Ordinance, I have caused to be examined final and/or executed copies
of the following documents:

§)] the Official Statement;
(i) that certain Trust Indenture dated as of June I, 2017, from the City to

Amalgamated Bank of Chicago, as trustee (the “Trustee™) in connection with the Bonds (the
“Indenture™),

(ii1)  that certain Bond Purchase Agreement dated June 6, 2017 (the “Bond Purchase
Agreement’), between the City and the Underwriters referred to therein (the *“Underwriters™);

(iv)  the Undertaking;
(v) the Refunding Escrow Agreements;
(vi)  the Tax Certificate; and

(vi)  such other documents and records as were deemed necessary to enable me to
render this opinion.
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Based on the foregoing, I am of the opinion that:

1. The City is a municipal corporation and home rule unit of local government,
organized and existing under the laws-of the State of lllinois.

2. The City has duly authorized, approved and executed the Official Statement.

3. The City Council has (a) duly passed the Ordinance, which has not been
amended, modified, supplemented or repealed and is in full force and effect; and (b) duly
authorized and approved the execution and delivery of the Bonds, the Official Statement, the
Bond Purchase Agreement, the Indenture, the Refunding Escrow Agreements, the Undertaking,
and the Tax Certificate. Assuming due execution and delivery by the other parties thereto, as
applicable, the Bond Purchase Agreement, the Indenture, the Refunding Escrow Agreements, the
Determination Certificate, the Undertaking and the Tax Certificate (collectively, the “City
Documents™) constitute valid and legal obligations of the City enforceable in accordance with
their respective terms, except as enforcement may be limited by (i) applicable bankruptcy,
insolvency or other laws affecting the rights or remedies of creditors generally of entities similar
to the City, and (ii) the discretion of the courts in granting equitable or similar remedies.

4. The City has full legal right, power and authority to: (a) enter into and to execute
the City Documents; and (b) issue, sell and deliver the Bonds to the Underwriters pursuant to the
Ordinance and the Indenture. To my knowledge, the passage of the Ordinance and compliance
with its provisions do not violate any applicable law or administrative regulation of the State of
Illinois or of any department, division, agency or instrumentality thereof or of the United States
of America, or any applicable judgment or decree to which the City is subject and do not conflict
in a material manner with or constitute a material breach of or a material default under any
agreement or other instrument to which the City is a party or is otherwise subject.

5. To my knowledge, the City has obtained all approvals, consents and orders
(except, if any, with respect to state “blue sky” laws) of any governmental authority. board,
agency or commission having jurisdiction which would constitute a condition precedent to the
performance by the City of its obligations under the City Documents which the City could
reasonably obtain as of the date hereof.

6. No litigation is pending or, to my knowledge, threatened, seeking to restrain or
enjoin the issuance or delivery of the Bonds, or contesting (a) the validity or enforceability of the
City Documents, (b) the completeness or accuracy of the Official Statement or (c) the power of
the City or its authority with respect to the City Documents.

7. Nothing has come to my attention which would lead me to believe that the
Official Statement contains an untrue statement of a material fact or omits to state a material fact
necessary to make the statements therein, in the light of the circumstances under which they were
made, not misleading; provided, however, that I express no opinion or belief regarding
information under the captions “THE BONDS - Book-Entry Only System,” “BOND
INSUANCE,” “TAX MATTERS.,” “UNDERWRITING.” APPENDIX D — PROPOSED FORM
OF OPINIONS OF CO-BOND COUNSEL, any information in or omitted from the Official

D-2



Statement relating to DTC, the Bond Insurer, any information furnished by the Underwriters for
use in the Official Statement, the financial statements in APPENDIX C — CITY OF CHICAGO,
ILLINOIS SEWER FUND BASIC FINANCIAL STATEMENTS AS OF AND FOR THE
YEARS ENDED DECEMBER 31, 2015 AND 2014, AND INDEPENDENT AUDITORS’
REPORT and all other financial and statistical data contained in the Official Statement,
including the Appendices thereto.

No opinion is expressed as to any “blue sky™ or other securities laws or as 1o the laws
regarding taxation of any state, or the United States, or any disclosure or compliance related
thereto.

The statements contained herein are made in an official capacity and not personally and
no personal responsibility shall derive from them. Further, the only opinions that are expressed

are the opinions specifically set forth herein, and no opinion is implied or should be inferred as to
any other matter or transaction.

No one other than you shall be entitled to rely on this opinion.

Very truly yours,

Edward N. Siskel
Corporation Counsel



EXHIBIT E

FORM REPRESENTATION LETTER FROM UNDERWRITERS
June 2017

City of Chicago

Office of Chief Financial Officer
121 North LaSalle Street, Suite 700
Chicago, Illinois 60602

Attn: Chief Financial Officer

Siebert Cisneros Shank & Co., L.L.C.
111 East Wacker Drive, Suite 2605
Chicago, IL 60601

As a member of the Group of Underwriters expected to be named in a Bond Purchase
Agreement (the “Purchase Agreement”) between the City of Chicago (the “City™) and Siebert
Cisneros Shank & Co., L.L.C., as representative (the “Representative’) of the underwriters
named therein (each an “Underwriter”) relating to the City of Chicago Second Lien Wastewater
Transmission Revenue Bonds, Project Series 2017A and Second Lien Wastewater Transmission

“severally represents to the City and the Representative with respect to itself that:

N Neither the Underwriter, nor any Affiliate thereof is listed on any of the following
lists maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury,
the Bureau of Industry and Security of the U.S. Department of Commerce, the Directorate of
Defense Trade Controls of the U.S. Department of State or their successors, or on any other list
of persons or entities with which the City may not do business under any applicable law, rule,
regulation, order or judgment: the Specially Designated Nationals List, the Denied Persons List,
the Unverified List, the Entity List and the Debarred List.

For purposes of this representation, “Affiliate,” when used to indicate a relationship with
a specified person or entity, means a person or entity that, directly or indirectly, through one or
more intermediaries, controls, is controlled by or is under common control with such specified
person or entity, and a person or entity shall be deemed to be controlled by another person or
entity, if controlled in any manner whatsoever that results in control in fact by that other person
or entity (or that other person or entity and any persons or entities with whom that other person
or entity is acting jointly or in concert, whether directly or indirectly and whether through share
ownership, a trust, a contract or otherwise.

) The undersigned Underwriter agrees that in the event that any Underwriter or any
of its Affiliates appears on any of the lists described in paragraph 1 above, at any time prior to
the issuance of the Bonds, that Underwriter shall be deemed to have withdrawn from the Group
of Underwriters under the Negotiated AAU Wire related to the Bonds.



3) Thé undersigned Underwriter hereby represents (i) it is duly registered under the
1934 Act (as defined in the Purchase Agreement) as a broker/dealer or municipal securities

dealer and has duly paid the fee prescribed by MSRB Rule A-12 or is exempt from such
requirements; (ii) it is (a) a member in good standing of the Financial Industry Regulatory
Authority (“FINRA”) or (b) otherwise eligible under FINRA rules to receive underwriting
discounts and concessions available to such members with respect to underwriters of municipal
securities; and (iii) it has complied with the dealer registration requirements, if any, of the
various jurisdictions in which it offers the Bonds for sale. The undersigned Underwriter further
understands and agrees that it is required to and will comply with the provisions of Chapter 2-56
and 2-156 of the Municipal Code of Chicago as described under Section 17 of the Purchase
Agreement.

(4) The undersigned Underwriter (except for the Representative) has and does authorize
the Representative to act as Representative of the Underwriter and to execute any document on
behalf of, or exercise any authority of and otherwise to act for, it in all matters under or
pertaining to the Purchase Agreement.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]



IN WITNESS WHEREOF, the undersigned has caused this Representation Letter in
connection with the City of Chicago Second Lien Wastewater Transmission Revenue Bonds,
Project Series 2017A and Second Lien Wastewater Transmission Revenue Bonds, Refunding
Series 2017B to be executed by its duly authorized representative as of the date written above.

SIEBERT CISNEROS SHANK & CO., L.L.C.

By:

Its: Authorized Officer

[Representation Letter From Underwriters — Signature Page)]
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TRUST INDENTURE

This TRUST INDENTURE, dated as of June 1, 2017 (this “Indenture™), is from the CITY OF
CHICAGO (the “City”), a municipal corporation and home rule unit of local government
organized and existing under the Constitution and laws of the State of Illinois, to AMALGAMATED
BANK OF CHICAGO, an Illinois banking corporation with trust powers having its Principal Office
(as defined below) in the City of Chicago, Illinois, as trustee (said corporation, and any successor
or successors as trustee under this Indenture, are referred to in this Indenture as the “Trustee”).

RECITALS

The City is a duly constituted and existing municipality within the meaning of Section 1
of Article VII of the 1970 Constitution of the State of Illinois (the ‘“Constitution”), and is a
“home rule unit” under Section 6(a) of Article VII of the Constitution.

The City has constructed and is maintaining and operating the Sewer System (as defined
below) to meet the needs of the City’s inhabitants and other users of the Sewer System. The
Sewer System is operated under the supervision and control of the Department of Water
Management of the City.

Pursuant to such authority, the City has previously issued and may in the future issue its
Senior Lien Bonds (as defined below) for any lawful purpose of the Sewer System, including
refunding Outstanding Senior Lien Bonds (as defined below) or obligations payable from
revenues of the Sewer System on a basis subordinate to the Senior Lien Bonds (including Second
Lien Bonds (as defined below) and Subordinate Lien Obligations (as defined below)) or for
paying costs of issuance. The City has previously issued its Outstanding Series 1998 Senior Lien
Bonds (as defined below, the “Outstanding Senior Lien Bonds”).

Pursuant to such authority, the City has previously issued and may in the future issue its
Second Lien Bonds for any lawful purpose of the Sewer System, including refunding
Outstanding Senior Lien Bonds and Outstanding Second Lien Bonds (as defined below) or
obligations payable from revenues of the Sewer System on a basis subordinate to the Second
Lien Bonds (including Subordinate Lien Obligations) or for paying costs of issuance. The City
has previously issued its Outstanding Series 2001 Second Lien Bonds, Outstanding Series 2006
Second Lien Bonds, Outstanding Series 2008 Second Lien Bonds, Outstanding Series 2010
Second Lien Bonds, Outstanding Series 2012 Second Lien Bonds, Outstanding Series 2014
Second Lien Bonds and Outstanding Series 2015 Second Lien Bonds (each as defined below)
with a claim for payment solely from Second Lien Bond Revenues (as defined below) of the
Sewer System.

Pursuant to an ordinance duly adopted by the City Council on January 13, 2016 (the -
“Series 2017 Bond Ordinance”), the City has determined to authorize the issuance of its Second
Lien Wastewater Transmission Revenue Bonds, Series 2017 (the “2017 Second Lien Bonds™).
The 2017 Second Lien Bonds are comprised of the Second Lien Wastewater Transmission
Revenue Bonds, Project Series 2017A (the “2017A Second Lien Bonds™), and the Second Lien
Wastewater Transmission Revenue Bonds, Refunding Series 2017B (the “2017B Second Lien
Bonds”). The 2017A Second Lien Bonds are being issued for the purposes of (i) financing or
reimbursing the City for its payment of certain Project Costs and (ii) paying Costs of Issuance of



the 2017A Second Lien Bonds. The 2017B Second Lien Bonds are being issued for the purposes
of (i) refunding the Refunded Bonds (as defined below) and (ii) paying Costs of Issuance of the
2017B Second Lien Bonds.

The estimated amount of Project Costs is in excess of $180,590,000. The City does not
have available funds sufficient to finance the Project Costs or to refund the Refunded Bonds.

Pursuant to the Series 2017 Bond Ordinance, the City has authorized the issuance and
sale of the 2017 Second Lien Bonds in an aggregate principal amount of not to exceed
$400,000,000. The aggregate principal amount of the 2017 Second Lien Bonds does not exceed
the aggregate principal amount authorized by the Series 2017 Bond Ordinance.

The 2017 Second Lien Bonds will have a claim for payment solely from Second Lien
Bond Revenues and the other sources pledged under this Indenture and shall be valid claims of
their registered owners only against the funds and assets and other money held by the Trustee
with respect to the 2017 Second Lien Bonds and, together with other Second Lien Bonds, against
Second Lien Bond Revenues and amounts on deposit in the Second Lien Construction Accounts
(as defined below). '

The execution and delivery of the 2017 Second Lien Bonds and this Indenture have in all
respects been duly authorized. All things necessary to make the 2017 Second Lien Bonds, when
executed by the City and authenticated by the Trustee, the valid and binding legal obligations of
the City and to make this Indenture a valid and binding agreement, have been done.

GRANTING CLAUSE

The City, in consideration of the premises and the acceptance by the Trustee of the trusts
created by this Indenture and of the purchase and acceptance of the 2017 Second Lien Bonds by
their Owners, and of the sum of one dollar lawful money of the United States of America, duly
paid by the Trustee to the City at or before the execution and delivery of these presents, and for
other good and valuable consideration, the receipt of which is acknowledged, in order to secure
the payment of the principal of and interest on the 2017 Second Lien Bonds according to their
tenor and effect, and to secure the performance and observance by the City of all the covenants
expressed or implied in this Indenture and in the 2017 Second Lien Bonds, assigns and grants a
security interest in and to the following (the “Trust Estate”) to the Trustee, and its successors in
trust and assigns forever, for the securing of the performance of the obligations of the City set
forth in this Indenture:

GRANTING CLAUSE FIRST

All right, title and interest of the City in and to the Second Lien Bond Revenues and the
amounts on deposit in the Second Lien Construction Accounts; provided that the pledge and
assignment of such Second Lien Bond Revenues and amounts on deposit in the Second Lien
Construction Accounts shall rank pari passu with any pledge and assignment made by the City
to secure the Outstanding Series 2001 Second Lien Bonds, the Outstanding Series 2008 Second
Lien Bonds, the Outstanding Series 2010 Second Lien Bonds, the Outstanding Series 2012
Second Lien Bonds, the Outstanding Series 2014 Second Lien Bonds and the Outstanding Series



2015 Second Lien Bonds and any Second Lien Parity Bonds (as defined below), in the manner
and to the extent described in Section 2.2.

GRANTING CLAUSE SECOND

All moneys and securities from time to time held by the Trustee under the terms of this
Indenture, except for moneys deposited with or paid to the Trustee and held in trust under this
Indenture for the redemption of 2017 Second Lien Bonds, notice of the redemption of which, or
irrevocable instruction to give such notice, has been duly given, moneys and securities held in
the Escrow Accounts established under the Escrow Agreements (as defined below), and moneys
held in a rebate account. \

GRANTING CLAUSE THIRD

Any and all other property, rights and interest of every kind and nature from time to time
hereafter by delivery or by writing of any kind granted, bargained, sold, alienated, demised,
released, conveyed, assigned, transferred, mortgaged, pledged, hypothecated or otherwise
subjected hereto, as and for additional security hereunder by the City or by any other person on
its behalf or with its written consent to the Trustee, and the Trustee is authorized to receive any
and all property, rights and interests at any time and all times and to hold and apply the same
subject to the terms of this Indenture.

To HAVE AND TO HOLD all and singular the Trust Estate, whether now owned or hereafter
acquired, unto the Trustee and its successors in said trust and assigns forever;

IN TRUST NEVERTHELESS, upon the terms and trusts set forth in this Indenture for the
equal and proportionate benefit, security and protection of all present and future owners of the
2017 Second Lien Bonds without privilege, priority or distinction as to the lien or otherwise of
any of the foregoing over any other of the foregoing except to the extent otherwise specifically
provided in the 2017 Second Lien Bonds and this Indenture;

ProviDED that if the City, its successors or assigns, shall well and truly pay, or cause to
be paid, the principal of, redemption premium, if any, and interest due or to become due on the
2017 Second Lien Bonds, at the times and in the manner set forth in the 2017 Second Lien
Bonds, according to the true intent and meaning of this Indenture, and shall cause the payments
to be made on the 2017 Second Lien Bonds as required under Article IV of this Indenture, or
shall provide, as permitted by this Indenture, for the payment of the 2017 Second Lien Bonds
and shall well and truly cause to be kept, performed and observed all of its covenants and
conditions pursuant to the terms of this Indenture, and shall pay or cause to be paid to the Trustee
all sums of money due or to become due to it in accordance with the terms and provisions of this
Indenture, then upon the final payment thereof this Indenture and the rights granted by this
Indenture shall cease, determine and be void; otherwise this Indenture shall remain in full force
and effect; and it is expressly declared, that all 2017 Second Lien Bonds issued and secured
hereunder are to be issued, authenticated and delivered and all said property, rights and interests
and any other amounts assigned and pledged by this Indenture are to be dealt with and disposed
of under, upon and subject to the terms, conditions, stipulations, covenants, agreements, trusts,
uses and purposes as expressed in this Indenture, and the City has agreed and covenanted, and



(ii)  Net Revenues Available for Bonds for the last completed Fiscal Year prior
to the issuance of the Second Lien Parity Bonds (as shown by the audit of an independent
certified public accountant), or Net Revenues Available for Bonds for such last
completed Fiscal Year, adjusted as described below, shall equal at least 100 percent of
the sum of the Aggregate Senior Lien Debt Service and the Aggregate Second Lien Debt
Service in each Fiscal Year following the issuance of the proposed Second Lien Parity
Bonds, computed on a pro forma basis assuming the issuance of the proposed Second
Lien Parity Bonds and the application of the proceeds of any Second Lien Parity Bonds
as provided in the ordinance or trust indenture authorizing their issuance, sale and
delivery. Net Revenues Available for Bonds may be adjusted as follows for purposes of
this paragraph (ii):

q)) if prior to the issuance of such Second Lien Parity Bonds, the City
shall have enacted an increase in the rates of the Sewer System from the rates in
effect for such last completed Fiscal Year, Net Revenues Available for Bonds
may be adjusted to reflect the Net Revenues Available for Bonds for such last
completed Fiscal Year as they would have been had the increased rates been in
effect during all of that last completed Fiscal Year; and

(2) any such adjustment shall be evidenced by a certificate of the
Authorized Officer.

For purposes of calculating the adjustment described in this paragraph (ii), any rate

. increase enacted by the City and scheduled to take effect in a future Fiscal Year may be
reflected in Net Revenues Available for Bonds for purposes of calculating debt service
coverage for that and each succeeding Fiscal Year.

If during the first six months of a Fiscal Year, an audit of the Sewer System for
the preceding Fiscal Year by an independent certified public accountant is not available,
the conditions of paragraph (ii) above shall be deemed to have been satisfied if both
(A) Net Revenues Available for Bonds for the second preceding Fiscal Year (as shown
by the audit of an independent certified public accountant), adjusted as described in this
paragraph (i1) above, and (B) Net Revenues Available for Bonds for the preceding Fiscal
Year (as estimated by the Authorized Officer), adjusted as described in this paragraph (ii)
above, shall equal at least 100 percent of the sum of the Aggregate Senior Lien Debt
Service and the Aggregate Second Lien Debt Service in each Fiscal Year following the
issuance of the proposed Second Lien Parity Bonds, computed on a pro forma basis
assuming the issuance of the proposed Second Lien Parity Bonds and the application of
the proceeds of any Second Lien Parity Bonds as provided in the ordinance or trust
indenture authorizing their issuance, sale and delivery.

(b) The City may issue Second Lien Parity Bonds without complying with either of
the requirements of paragraph (a)(ii) of this Section 5.5:

(1) to pay, redeem or refund Senior Lien Bonds or Second Lien Bonds if in
the judgment of the City there will be no money available to make payments of interest
on or principal of those Senior Lien Bonds or Second Lien Bonds (at maturity or on
Sinking Fund Payment dates) as such amounts become due; and
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Section 5.4. Rate Covenant. The City will establish, maintain and collect at all times
fees, charges and rates for the use and service of the Sewer System sufficient at all times to
(a) pay Operation and Maintenance Costs and (b) produce (i) Net Revenues Available for Bonds
sufficient to pay the principal (at maturity or pursuant to mandatory sinking fund redemption) of
and interest on all Senior Lien Bonds then Outstanding from time to time and to establish and
maintain the Bond Principal and Interest Account and the Bond Debt Service Reserve Account
as may be covenanted in ordinances authorizing the issuance.of Senior Lien Bonds, which Net
Revenues Available for Bonds shall each Fiscal Year at least equal one hundred fifteen percent
(115%) of the sum required to pay promptly when due the debt service for the Fiscal Year on all
Senior Lien Bonds then Outstanding, (ii) Second Lien Bond Revenues sufficient to pay the
principal (at maturity or pursuant to mandatory sinking fund redemption) of and interest on all
Second Lien Bonds then Outstanding from time to time and to establish and maintain the Second
Lien Bonds Account as may be covenanted in the ordinances authorizing the issuance of Second
Lien Bonds, (ii1) amounts sufficient to pay the principal (at maturity or pursuant to mandatory
sinking fund redemption) of and interest on all Subordinate Lien Obligations then Outstanding
from time to time and to establish and maintain the debt service account for the Subordinate Lien
Obligations as may be covenanted in the ordinances authorizing the issuance of Subordinate Lien
Obligations, which amounts shall each Fiscal Year at least equal one hundred fifteen percent of
the sum required to pay promptly when due debt service for the Fiscal Year on all Subordinate
Lien Obligations Outstanding, and (iv) amounts sufficient to pay the principal (at maturity or
pursuant to mandatory sinking fund redemption) of and interest on all Line of Credit Notes and
all Commercial Paper Notes then Outstanding from time to time and to establish and maintain
the debt service account for the Line of Credit Notes and/or Commercial Paper Notes as may be
covenanted in the contracts governing the issuance of Line of Credit Notes and/or Commercial
Paper Notes. The fees, charges and rates shall not be reduced while any 2017 Second Lien Bonds
are Outstanding below the level necessary to ensure compliance with the covenants of this
Section 5.4.

The City will, prior to the end of each Fiscal Year, conduct a review to determine if it has
been and will be in compliance with the rate covenant set forth above. Whenever the annual
review indicates that projected Gross Revenues will not be sufficient to comply with the rate
covenant, the City shall prepare or cause to be prepared a rate study for the Sewer System
identifying the rate changes necessary to comply with the rate covenant and the Budget Director
and the Authorized Officer shall recommend appropriate action to the City Council to comply
with this rate covenant.

Section 5.5. Issuance of Second Lien Parity Bonds.

(a) As long as there are any Outstanding 2017 Second Lien Bonds, the City may
issue Second Lien Parity Bonds for any lawful purpose of the Sewer System, including to refund
Outstanding Senior Lien Bonds, Second Lien Bonds or obligations payable from revenues of the
Sewer System on a basis subordinate to the Second Lien Bonds, upon compliance with the
following conditions:

(1) the funds required to be transferred to the Principal and Interest Accounts
shall have been transferred in full up to the date of delivery of such Second Lien Parity
Bonds; and
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agrees and covenants, with the Trustee and with the respective Owners of the 2017 Second Lien
Bonds, as follows:

ARTICLE I

DEFINITIONS; CONSTRUCTION

Section 1.1. Definitions. Terms defined in the Series 2017 Bond Ordinance and not
otherwise defined herein are used with the same meanings in this Indenture, unless the context
clearly requires otherwise. The terms defined in this Section shall, for all purposes of this
Indenture, have the meanings specified in this Section, unless the context clearly requires
otherwise.

“Aggregate Second Lien Debt Service” means, as of any particular date of
computation and with respect to a particular Fiscal Year or other specified 12-month period, an
amount of money equal to the aggregate of the amounts of Annual Second Lien Debt Service
with respect to such Fiscal Year or other specified 12-month period for the Second Lien Bonds
of all series.

“Aggregate Senior Lien Debt Service” means, as of any particular date of
computation and with respect to a particular Fiscal Year or other specified 12-month period, an
amount of money equal to the aggregate of the amounts of Annual Senior Lien Debt Service with
respect to such Fiscal Year or other specified 12-month period for the Senior Lien Bonds of all
series.

“Annual Second Lien Debt Service” means, as of any particular date of
computation and with respect to a particular Fiscal Year or other specified 12-month period for
Second Lien Bonds of a particular series, an amount of money equal to the sum of (a) all interest
payable during such Fiscal Year or other specified 12-month period on all Second Lien Bonds of
said series Outstanding on said date of computation and (b) all Principal Installments payable
during such Fiscal Year or other specified 12-month period with respect to all Second Lien
Bonds of said series Outstanding on said date of computation, all calculated on the assumption
that such Second Lien Bonds will after said date of computation cease to be Outstanding by
reason, but only by reason, of the payment when due and application in accordance with the
ordinances and trust indentures creating such series of Second Lien Bonds of Principal
Installments payable at or after said date of computation. For purposes of computing the interest
payable on any Variable Rate Bonds constituting Second Lien Bonds in any future Fiscal Year or
other specified future 12-month period, the rate of interest shall be assumed to equal the highest
monthly average rate of interest paid with respect to such Variable Rate Bonds during the 12
months preceding the date of such calculation, plus 0.5 percent, or if such Variable Rate Bonds
were not Outstanding during the entire 12-month period preceding the date of calculation, the
highest monthly average rate of interest paid with respect to comparable debt obligations having
a comparable interest rate determination method, interest rate period and rating during such 12-
month period, plus 0.5 percent. If the City has entered into an Interest Rate Hedge Agreement
with respect to any Second Lien Bonds, the interest payable on such Second Lien Bonds shall be
deemed to be the sum of (i) the amount payable under the Interest Rate Hedge Agreement for the
years in which the Interest Rate Hedge Agreement is in effect, plus (ii) the difference between
the amount paid as interest on such Second Lien Bonds and the amount received by the City
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pursuant to the Interest Rate Hedge Agreement (but not less than zero). If the City is to pay a
variable rate pursuant to the Interest Rate Hedge Agreement, the variable rate calculation shall be
made in the same manner as for Variable Rate Bonds. Amounts deposited in the Principal and
Interest Accounts pursuant to Section 4.5 of this Indenture, or similar provisions in any trust
indenture or ordinance securing Second Lien Bonds, and capitalized or funded interest from
proceeds of Second Lien Bonds and used only to pay interest on such Second Lien Bonds, shall
be credited against Annual Second Lien Debt Service.

“Annual Senior Lien Debt Service” means, as of any particular date of
computation and with respect to a particular Fiscal Year or other specified 12-month period for
Senior Lien Bonds of a particular series, an amount of money equal to the sum of (a) all interest
payable during such Fiscal Year or other specified 12-month period on all Senior Lien Bonds of
said series Outstanding on said date of computation and (b) all Principal Installments payable
during such Fiscal Year or other specified 12-month period with respect to all Senior Lien Bonds
of said series Outstanding on said date of computation, all calculated on the assumption that
Senior Lien Bonds will after said date of computation cease to be Outstanding by reason, but
only by reason, of the payment when due and application in accordance with the Senior Lien
Bond Ordinances of Principal Installments payable at or after said date of computation. For
purposes of computing the interest payable on any Variable Rate Bonds constituting Senior Lien
Bonds in any future Fiscal Year or other specified future 12-month period, the rate of interest
shall be assumed to equal the highest monthly average rate of interest paid with respect to such
Variable Rate Bonds during the 12 months preceding the date of such calculation, plus 0.5
percent, or if such Variable Rate Bonds were not Outstanding during the entire 12-month period
preceding the date of calculation, the highest monthly average rate of interest paid with respect to
comparable debt obligations having a comparable interest rate determination method, interest
rate period and rating during such 12-month period, plus 0.5 percent. If the City has entered into
an Interest Rate Hedge Agreement with respect to any Senior Lien Bonds, the interest payable on
such Senior Lien Bonds shall be deemed to be the sum of (i) the amount payable under the
Interest Rate Hedge Agreement for the years in which the Interest Rate Hedge Agreement is in
effect, plus (ii) the difference between the amount paid as interest on such Senior Lien Bonds
and the amount received by the City pursuant to the Interest Rate Hedge Agreement (but not less
than zero). If the City is to pay a variable rate pursuant to the Interest Rate Hedge Agreement, the
variable rate calculation shall be made in the same manner as for Variable Rate Bonds.

“Authorized Denomination” means $5,000 and any integral multiple of $5,000.

“Authorized Officer” means the Chief Financial Officer of the City, or if the
Chief Financial Officer so determines and designates, the City Comptroller.

“Beneficial Owner” means the owner of a beneficial interest in 2017 Second
Lien Bonds registered in the name of Cede & Co., as nominee of DTC (or a successor securities
depository or nominee for either of them).

“Bond Counsel” means one or more firms of nationally recognized bond counsel
designated by the Corporation Counsel of the City. '



“Bond Debt Service Reserve Account” means the separate account of that name
previously established for the Senior Lien Bonds in the Sewer Revenue Fund and described in
the Series 2017 Bond Ordinance.

“Bondholder” or “Owner” means the person in whose name any 2017 Second
Lien Bond is registered on the registration books of the City kept by the Trustee.

“Business Day” means any day of the year on which banks located in the city in
which is located the Principal Office of the Trustee are not required or authorized to remain
closed and on which The New York Stock Exchange is not closed.

“Chief Financial Officer” means the person designated by the Mayor as the
City’s Chief Financial Officer, or if no such designation has been made or if such position is
vacant, the City Comptroller of the City.

“City” means the City of Chicago.
“City Comptroller” means the City Comptroller of the City.

“City Council” means the City Council of the City, the governing body of the
City.

“Code” means the Internal Revenue Code of 1986, as amended. References to
any section, subsection or other subdivision of the Code include regulations promulgated under
the Code and in force with respect to such section, subsection or other subdivision.

“Construction Account: 2017 Second Lien Bonds” means the “Construction
Account: 2016 Second Lien Bonds” in the Sewer Revenue Fund established pursuant to Section
4.1 of the Series 2017 Bond Ordinance.

“Construction Accounts” means the Second Lien Construction Accounts and
any similar accounts established for Outstanding Senior Lien Bonds.

“Costs of Issuance” means all fees and costs incurred by the City relating to the
issuance of the 2017 Second Lien Bonds, including, without limitation, printing costs, the
Trustee’s initial fees and charges, financial advisory fees, engineering fees, legal fees, accounting
fees, the cost of any premiums for financial guaranty insurance to insure the Insured Series 2017
Second Lien Bonds and the cost of any related services with respect to the 2017 Second Lien
Bonds.

“Defeasance Obligations” means (i) cash, (ii) certificates, notes, and bonds
(including State and Local Government Series) issued by the Treasury, (iii) direct obligations of
the Treasury which have been stripped by the Treasury itself, CATS, TIGRS and similar
securities, (iv) pre-refunded municipal bonds rated “AAA” by Kroll and “AA+” by S&P;
provided, that if the issue is only rated by S&P, then the pre-refunded bonds must have been pre-
refunded with cash, direct U.S. or U.S. guaranteed obligations, or “AA+" rated pre-refunded
municipals, (v) the interest component of REFCORP strips which have been stripped by request
to the Federal Reserve Bank of New York in book entry form, (vi) obligations issued by the
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following agencies which are backed by the full faith and credit of the U.S.: U.S. Export—
Import Bank (Eximbank) (direct obligations or fully guaranteed certificates of beneficial
ownership), Farmers Home Administration (FmHA) (certificates of beneficial ownership),
Federal Financing Bank, General Services Administration (participation certificates), U.S.
Maritime Administration (guaranteed Title XI financings), U.S. Department of Housing and
Urban Development (HUD) (Project Notes, Local Authority Bonds, New Communities
Debentures—U.S. government guaranteed debentures), and U.S. Public Housing Notes and
Bonds—U.S. government guaranteed public housing notes and bonds, or (vii) obligations issued
by the following agencies that are not backed by the full faith and credit of the U.S.: Federal
Home Loan Mortgage Corp. (FHLMC) debt obligations, Farm Credit System (formerly: Federal
Land Banks, Federal Intermediate Credit Banks, and Banks for Cooperatives) debt obligations,
Federal Home Loan Banks (FHL Banks) debt obligations, Fannie Mae debt obligations,
Financing Corp. (FICO) debt obligations, Resolution Funding Corp. (REFCORP) debt
obligations, and U.S. Agency for International Development (U.S. A.L.D.) Guaranteed notes;
provided that Defeasance Obligations described in (iii) and (vi) above shall not be used without
the consent of S&P if the City seeks to have the defeasance escrow rated by S&P.

“Determination Certificate” means the Certificate of the Authorized Officer
with respect to the 2017 Second Lien Bonds of one or more series filed with the office of the
City Clerk, addressed to the City Council as provided in Section 3.5(e) of the Series 2017 Bond
Ordinance.

“DTC” means The Depository Trust Company, New York, New York, its
successors and assigns.

“Escrow Accounts” means the 2006 Escrow Account and the 2008A Escrow
Account established under the 2006 Escrow Agreement and the 2008A Escrow Agreement,
respectively.

“Escrow Agreements” means the 2006 Escrow Agreement and the 2008A
Escrow Agreement.

“Federal Subsidies” means (a) the direct payments by the Treasury to the City of
a portion of the interest payable by the City on the Series 2010B Second Lien Bonds and (b) to
the extent hereafter available to the City, payments by the Treasury to the City resulting from
subsidies, tax credits or other incentives or benefits to state and local governments in connection
with the issuance of debt obligations by such governments.

“Fiscal Year” means the period beginning January 1 and ending December 31 of
any year. '

“Gross Revenues” means all income and receipts from any source which under
generally accepted accounting principles are properly recognized as being derived from the
operation of the Sewer System, including without limitation (a) charges imposed for sewer
service and usage, (b) charges imposed for inspections and permits for connection to the Sewer
System, (c) grants (excluding grants received for capital projects) and (d) Investment Earnings.
Gross Revenues do not include Federal Subsidies. :



“IEPA” means the Illinois Environmental Protection Agency, and its successors
and assigns, or in the case of IEPA Loans made pursuant to the IEPA Program, the authorized
lender under such Program.

“TEPA Loan” means, collectively, the borrowing or borrowings by the City from
IEPA under the IEPA Program and evidenced by one or more IEPA Loan Agreements.

“IEPA Program” means the Water Pollution Control Loan Program or any
successor program administered by the State, and any similar program through which funds are
authorized by the federal Government, including the United States Environmental Protection
Agency, and administered by the State or any federally authorized agency. -

“Indenture” means this Trust Indenture as amended or supplemented in
accordance with the terms of this Indenture. {

“Insurance Policy” means the insurance policy issued by the Insurer
guaranteeing the scheduled payment of principal of and interest on the Insured Series 2017
Second Lien Bonds when due.

“Insured Series 2017 Second Lien Bonds” means the 2017A Second Lien
Bonds maturing on January 1, 2042 and January 1, 2052, certain special provisions with respect
to which are set forth in Exhibit B to this Indenture.

“Insurer” means Assured Guaranty Municipal Corp., a New York stock
insurance company, or any successor thereto or assignee thereof.

“Interest Payment Date” means January 1 and July 1 of each year, commencing
January 1, 2018.

“Interest Rate Hedge Agreement” means an interest rate exchange, hedge or
similar agreement entered into in order to hedge or manage the interest payable on all or a
portion of any series of Outstanding Senior Lien Bonds or of Outstanding Second Lien Bonds,
which agreement may include, without limitation, an interest rate swap, a forward or futures
contract or an option (e.g., a call, put, cap, floor or collar) and which agreement does not
constitute an obligation to repay money borrowed, credit extended or the equivalent thereof.
Obligations of the City under an Interest Rate Hedge Agreement shall not constitute
indebtedness of the City for which its full faith and credit are pledged or for any other purpose.

“Investment Earnings” means interest plus net profits and less net losses derived
from investments made with any portion of the Gross Revenues or with any money in the
accounts in the Sewer Revenue Fund (other than the rebate accounts established and held for the
Senior Lien Bonds and Second Lien Bonds) described in Section 2.2 of the Series 2017 Bond
Ordinance. Investment Earnings do not include interest or earnings on investments of moneys on
deposit in any Senior Lien Construction Account, Second Lien Construction Account or
Subordinate Lien Construction Account.

“Kroll” means Kroll Bond Rating Agency, Inc., a corporation organized and
existing under the laws of the State of Delaware, its successors and assigns, and, if such



corporation shall be dissolved or liquidated or shall no longer perform the functions of a
securities rating agency, the term “Kroll” shall be deemed to refer to any other nationally
recognized securities rating agency designated by the City by notice to the Trustee.

“Net Revenues” means that portion of the Gross Revenues remaining in any
period after providing sufficient funds for Operation and Maintenance Costs.

“Net Revenues Available for Bonds” means that portion of the Net Revenues
remaining in any period, minus any amounts deposited during that period in the Sewer Rate
Stabilization Account as provided in Section 2.2 of the Series 2017 Bond Ordinance (other than
amounts transferred to that Account upon the issuance of any Senior Lien Parity Bonds) and plus
the amounts withdrawn during that period from that Account.

“Notice by Mail” means a written notice mailed by first class mail, postage
prepaid, to Bondholders at their addresses as shown on the registration books kept pursuant to
Section 2.10 of this Indenture.

“Operation and Maintenance Costs” means all expenses reasonably incurred by
the City in connection with the operation, maintenance, renewal, replacement and repair of the
Sewer System that under generally accepted accounting principles are properly chargeable to the
Sewer System and not capitalized including, without limitation, salaries, wages, taxes, contracts
for services, costs of materials and supplies, purchase of power, fuel, insurance, reasonable
repairs and extensions necessary to render efficient service, the costs related to any Interest Rate
Hedge Agreements, trustee’s and paying agents’ fees and all incidental expenses, but excluding
any provision for depreciation or for interest on Senior Lien Bonds, Second Lien Bonds or other
obligations for borrowed money payable from the Net Revenues Available for Bonds.

“Opinion of Bond Counsel” means a written opinion of Bond Counsel.

“Outstanding” means, when used with reference to the Second Lien Bonds or
any series or subseries of Second Lien Bonds, all of such obligations that are outstanding and
unpaid, provided that such term does not include:

(a) Second Lien Bonds canceled at or prior to such date or delivered to or
acquired by the trustee or paying agent for such Second Lien Bonds at or prior to such
date for cancellation;

(b) matured or redeemed Second Lien Bonds which have not been presented
for payment in accordance with the provisions of the trust indenture or ordinance
authorizing such series of Second Lien Bonds and for the payment of which the City has
deposited funds with the trustee or paying agent for such Second Lien Bonds;

(©) Second Lien Bonds for which the City has provided for payment by
depositing in an irrevocable trust or escrow, cash or Defeasance Obligations, in each
case, the maturing principal of and interest on which will be sufficient to pay at maturity,
or if called for redemption on the applicable redemption date, the principal of,
redemption premium, if any, and interest on such Second Lien Bonds;



(d) Second Lien Bonds in lieu of or in exchange or substitution for which
other Second Lien Bonds shall have been authenticated and delivered pursuant to the
trust indenture or ordinance authorizing such series of Second Lien Bonds; and

(e) Second Lien Bonds owned by the City.

When used with respect to Senior Lien Bonds, “Outstanding” shall have the meaning
. ascribed to such term in the respective Senior Lien Bond Ordinances.

“Permitted Investments” means any of the following:

(a) direct obligations of, or obligations the principal of and interest on which
are unconditionally guaranteed by, the United States of America;

(b) trust receipts or other certificates of ownership evidencing an ownership
interest in the principal of or interest on, or both principal of and interest on, obligations
described in clause (a) of this definition, which obligations are held in trust by a bank,
trust company, national banking association or savings and loan association that has
capital of not less than $100,000,000 (each, a “Bank™), provided that such Bank holds
such obligations separate and segregated from all other funds and accounts of the City
and of such Bank and that a perfected first security interest under the Illinois Uniform
Commercial Code, or under book entry procedures prescribed at 31 C.F.R. 306.0 et seq.
or 31 C.F.R. 357.0 et seq. (or other similar book entry procedures similarly prescribed by
federal law or regulations adopted after the date of this Indenture), has been created in
such obligations for the benefit of the applicable account in the Sewer Revenue Fund or,
to the extent permitted, in any irrevocable trust or escrow established to make provision
for the payment and discharge of the indebtedness on any 2017 Second Lien Bonds or
other obligations that are payable from Net Revenues Available for Bonds; and

(©) shares of a money market fund registered under the Investment Company Act of
1940, whose shares are registered under the Securities Act of 1933.

“Principal and Interest Accounts” mean the “City of Chicago Wastewater
Transmission Revenue Bonds Project Series 2017A Second Lien Bonds Principal and Interest
Account” and the “City of Chicago Wastewater Transmission Revenue Bonds Refunding
Series 2017B Second Lien Bonds Principal and Interest Account” in the 2017 Second Lien
Bonds Revenue Fund as described in Section 4.3(b) of this Indenture.

“Principal Installment” means:

(a) as of any particular date of computation and with respect to Senior Lien
Bonds of a particular series, an amount of money equal to the aggregate of (i) the
principal amount of Outstanding Senior Lien Bonds of said series which mature on a
single future date, reduced by the aggregate principal amount of such Outstanding Senior
Lien Bonds which would at or before said future date be retired by reason of the payment
when due and application in accordance with the Senior Lien Bond Ordinance
authorizing the issuance of each series of Senior Lien Bonds of Sinking Fund Payments
payable at or before said future date for the retirement of such Outstanding Senior Lien
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Bonds, plus (ii) the amount of any Sinking Fund Payments payable on said future date for
the retirement of any Outstanding Senior Lien Bonds of such series, and for all purposes
of this Indenture, said future date shall be deemed to be the date when such Principal
Installment is payable and the date of such Principal Installment; and

(b) as of any particular date of computation and with respect to Second Lien
Bonds of a particular series, an amount of money equal to the aggregate of (i) the
principal amount of Outstanding Second Lien Bonds of said series which mature on a
single future date, reduced by the aggregate principal amount of such Outstanding
Second Lien Bonds which would at or before said future date be retired by reason of the
payment when due and the application in accordance with this Indenture, with respect to
the 2017 Second Lien Bonds, or the ordinance or trust indenture creating any other series
of Second Lien Bonds, of Sinking Fund Payments payable at or before said future date
for the retirement of such Outstanding Second Lien Bonds, plus (ii) the amount of any -
Sinking Fund Payments payable on said future date for the retirement of such
Outstanding Second Lien Bonds, and for all purposes of this Indenture, said future date
shall be deemed to be the date when such Principal Installment is payable and the date of
such Principal Installment.

“Principal Office” means, with respect to the Trustee, its principal office in
Chicago, Illinois. :

“Project Costs” means the costs of acquiring, constructing and equipping the
Projects, including without limitation, acquisition of necessary interests in property, engineering
fees or costs of the City, restoration costs, legal fees or costs of the City.

“Projects” means the program of improvement, extension and rehabilitation of
the Sewer System consisting of 'the construction and acquisition of flood relief sewers, the
rehabilitation and replacement of existing sewers, the expansion of operational facilities, services
and equipment to protect and enhance the safety, integrity and security of the Sewer System, and
any project eligible for funding by the IEPA through the IEPA Program.

“Rating Agency” means any nationally recognized securities rating agency.
“Record Date” means June 15 and December 15 of each year.

“Refunded Bonds” means certain Series 2008A Second Lien Bonds and Series
2006 Second Lien Bonds to be refunded with the proceeds of the 2017B Second Lien Bonds.

“S&P” means S&P Global Ratings, a business unit of Standard & Poor’s
Financial Services LLC, a corporation organized and existing under the laws of the State of New
York, its successors and assigns, and, if such corporation shall be dissolved or liquidated or shall
no longer perform the functions of a securities rating agency, “S&P” shall be deemed to refer to
any other nationally recognized securities rating agency designated by the City by notice to the
Trustee.

“Second Lien Bond Revenues” means any Net Revenues Available for Bonds
deposited into the Second Lien Bonds Account pursuant to (i) the ordinances authorizing the
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Outstanding Second Lien Bonds, (ii) the Series 2017 Bond Ordinance, and (iii) the ordinances
authorizing any Second Lien Parity Bonds.

“Second Lien Bonds” means the Series 2001 Second Lien Bonds, the Series
2008 Second Lien Bonds, the Series 2010 Second Lien Bonds, the Series 2012 Second Lien
Bonds, the Series 2014 Second Lien Bonds, the Series 2015 Second Lien Bonds, the 2017
Second Lien Bonds and all Second Lien Parity Bonds.

“Second Lien Bonds Account” means the separate account of that name
established in the Sewer Revenue Fund as provided in Section 2.2 of the Series 2017 Bond
Ordinance.

“Second Lien Construction Accounts” means (i)the Construction Account:
2017 Second Lien Bonds and the various accounts established for construction purposes by the
Series 2001 Bond Ordinance, the Series 2008 Bond Ordinance, the Series 2010 Bond Ordinance,
the Series 2012 Bond Ordinance, the Series 2014 Bond Ordinance, the Series 2015 Bond
Ordinance or the ordinances authorizing any Second Lien Parity Bonds and (ii) any account
established to pay costs of issuance of Second Lien Bonds.

“Second Lien Parity Bonds” means obligations, other than the Series 2001
Second Lien Bonds, the Series 2006 Second Lien Bonds, the Series 2008 Second Lien Bonds,
the Series 2010 Second Lien Bonds, the Series 2012 Second Lien Bonds, the Series 2014 Second
Lien Bonds, the Series 2015 Second Lien Bonds and the 2017 Second Lien Bonds which are
payable from Second Lien Bond Revenues on an equal and ratable basis with all other
Outstanding Second Lien Bonds.

“Senior Lien Bond Ordinances” means, to the extent applicable, Parts A and D
of the Series 1998 Bond Ordinance and the ordinances of the City authorizing the issuance of
Senior Lien Parity Bonds.

“Senior Lien Bonds” means the Series 1998 Senior Lien Bonds, and all Senior
Lien Parity Bonds issued and outstanding pursuant to the Senior Lien Bond Ordinances.

“Senior Lien Parity Bonds” means obligations, other than the Series 1998 Senior
Lien Bonds, that are payable from Net Revenues Available for Bonds on an equal and ratable
basis with all other Outstanding Senior Lien Bonds.

“Series 1998 Bond Ordinance” means the ordinance passed by the City Council
on December 10, 1997, as amended by the City Council on February 5, 1998, authorizing the
issuance of the Series 1998 Senior Lien Bonds.

“Series 1998 Senior Lien Bonds” means the Wastewater Transmission Revenue
Bonds, Refunding Series 1998A, of the City authorized by and issued pursuant to the Series
1998 Bond Ordinance.

“Series 2001 Bond Ordinance” means the ordinance passed by the City Council
on March 7, 2001, authorizing the issuance of the Series 2001 Second Lien Bonds.
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* “Series 2001 Indenture” means the Trust Indenture dated as of December 1,
2001 from the City to Amalgamated Bank of Chicago, as trustee, providing for the issuance of
the Series 2001 Second Lien Bonds.

“Series 2001 Second Lien Bonds” means the Second Lien Wastewater
Transmission Revenue Refunding Bonds, Series 2001, of the City authorized pursuant to the
Series 2001 Bond Ordinance and issued pursuant to the Series 2001 Indenture.

“Series 2006 Bond Ordinance” means the ordinance passed by the City Council
on October 4, 2006, authorizing the issuance of the Series 2006 Second Lien Bonds.

“Series 2006 Indenture” means the Trust Indenture dated as of November 1,
2006 from the City to Amalgamated Bank of Chicago, as trustee, providing for the issuance of
the Series 2006 Second Lien Bonds.

“Series 2006 Second Lien Bonds” means the Second Lien Wastewater
Transmission Revenue Bonds, Series 2006, of the City authorized pursuant to the Series 2006
Bond Ordinance and issued pursuant to the Series 2006 Indenture, consisting of the $60,000,000
in original aggregate principal amount of Second Lien Wastewater Transmission Revenue
Bonds, Series 2006A, and $95,030,000 in original aggregate principal amount of Second Lien
Wastewater Transmission Revenue Refunding Bonds, Series 2006B.

“Series 2008 Bond Ordinance” means the ordinance passed by the City Council
on May 14, 2008, authorizing the issuance of the Series 2008 Second Lien Bonds.

“Series 2008A Indenture” means the Trust Indenture dated as of November 1,
2008 from the City to Amalgamated Bank of Chicago, as trustee, providing for the issuance of
the Series 2008A Second Lien Bonds.

“Series 2008C Indenture” means the Amended and Restated Trust Indenture
from the City to Amalgamated Bank of Chicago, as trustee, dated as of December 1, 2011,
amending and restating the original Trust Indenture, dated as of October 1, 2008, from the City
to Amalgamated Bank of Chicago, as trustee, as such Amended and Restated Trust Indenture has
been amended by the First Amendment dated as of March 1, 2012, the Second Amendment dated
as of December 1, 2014, the Third Amendment dated as of August 19, 2015, the Fourth
Amendment dated as of September 1, 2015, and the Fifth Amendment dated as of October 1,
2015, providing for the issuance of the Series 2008C Bonds.

“Series 2008 Second Lien Bonds” means the Series 2008A Second Lien Bonds
and the Series 2008C Second Lien Bonds.

“Series 2008A Second Lien Bonds” means the Second Lien Wastewater
Transmission Revenue Bonds, Series 2008A, of the City authorized pursuant to the Series 2008
Bond Ordinance and issued pursuant to the Series 2008A Indenture, consisting of the
$167,635,000 in original aggregate principal amount of Second Lien Wastewater Transmission
Revenue Bonds, Series 2008A.
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“Series 2008C Second Lien Bonds” means the Second Lien Wastewater
Transmission Revenue Refunding Bonds, Series 2008C, of the City authorized pursuant to the
Series 2008 Bond Ordinance and issued pursuant to the Series 2008C Indenture, consisting of the
$332,230,000 in original aggregate principal amount of Second Lien Wastewater Transmission
Revenue Bonds, Series 2008C.

“Series 2010 Bond Ordinance” means the ordinance passed by the City Council
on July 28, 2010, authorizing the issuance of the Series 2010 Second Lien Bonds.

“Series 2010 Indenture” means the Trust Indenture dated as of November 1,
2010 from the City to Amalgamated Bank of Chicago, as trustee, providing for the issuance of
the Series 2010 Second Lien Bonds.

“Series 2010 Second Lien Bonds” means the Series 2010A Second Lien Bonds
and the Series 2010B Second Lien Bonds.

“Series 2010A Second Lien Bonds” means the Second Lien Wastewater
Transmission Revenue Refunding Bonds, Series 2010A (Tax-Exempt), of the City authorized
pursuant to the Series 2010 Bond Ordinance and issued pursuant to the Series 2010 Indenture,
consisting of the $25,865,000 in original aggregate principal amount of Second Lien Wastewater
Transmission Revenue Refunding Bonds, Series 2010A (Tax-Exempt). '

“Series 2010B Second Lien Bonds” means the Second Lien Wastewater
Transmission Revenue Project Bonds, Taxable Series 2010B (Build America Bonds—Direct
Payment), of the City authorized pursuant to the Series 2010 Bond Ordinance and issued
pursuant to the Series 2010 Indenture, consisting of the $250,000,000 in original aggregate
principal amount of Second Lien Wastewater Transmission Revenue Project Bonds, Taxable
Series 2010B (Build America Bonds—Direct Payment).

“Series 2012 Bond Ordinance” means the ordinance passed by the City Council
on May 9, 2012, authorizing the issuance of the Series 2012 Second Lien Bonds.

“Series 2012 Indenture” means the Trust Indenture dated as of September 1,
2012 from the City to Amalgamated Bank of Chicago, as trustee, providing for the issuance of
the Series 2012 Second Lien Bonds.

“Series 2012 Second Lien Bonds” means the Second Lien Wastewater
Transmission Revenue Project Bonds, Series 2012, of the City authorized pursuant to the Series
2012 Bond Ordinance and issued pursuant to the Series 2012 Indenture, consisting of the
$276,470,000 in original aggregate principal amount of Second Lien Wastewater Transmission
Revenue Project Bonds, Series 2012.

~ “Series 2014 Bond Ordinance” means the ordinance passed by the City Council
on April 30, 2014, authorizing the issuance of the Series 2014 Second Lien Bonds.

“Series 2014 Indenture” means the Trust Indenture dated as of September 1,
2014 from the City to Amalgamated Bank of Chicago, as trustee, providing for the issuance of
the Series 2014 Second Lien Bonds.
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“Series 2014 Second Lien Bonds” means the Wastewater Transmission Revenue
Project Bonds, Series 2014 of the City authorized pursuant to the Series 2014 Bond Ordinance
and issued pursuant to the Series 2014 Indenture, consisting of the $292,405,000 in original
aggregate principal amount of Second Lien Wastewater Transmission Revenue Project Bonds,
Series 2014.

“Series 2015 Bond Ordinance” means the ordinance passed by the City Council
on September 24, 2015, authorizing the issuance of the Series 2015 Second Lien Bonds.

“Series 2015 Indenture” means the Trust Indenture dated as of October 1, 2015
from the City to Amalgamated Bank of Chicago, as trustee, providing for the issuance of the
Series 2015 Second Lien Bonds.

“Series 2015 Second Lien Bonds” means the Wastewater Transmission Revenue
Bonds, Series 2015 (Taxable) of the City authorized pursuant to the Series 2015 Bond Ordinance
and issued pursuant to the Series 2015 Indenture, consisting of the $87,080,000 in original
aggregate principal amount of Second Lien Wastewater Transmission Revenue Bonds, Series
2015 (Taxable).

“Sewer Rate Stabilization Account” means the separate account of that name
previously established by the City in the Sewer Revenue Fund and described in Section 2.2 of
the Series 2017 Bond Ordinance.

“Sewer Revenue Fund” means the separate fund designated the “Sewer Revenue
Fund of the City of Chicago” previously established by the City pursuant to the Municipal Code
and described in Section 2.1 of the Series 2017 Bond Ordinance.

“Sewer System” means all property, real, personal or otherwise, owned or to be
owned by the City or under the control of the City and used for sewer and wastewater
transmissions and any and all further extensions, improvements and additions to the Sewer
System.

“Sinking Fund Payment” means:

(a) as of any particular date of determination and with respect to the
Outstanding Senior Lien Bonds of any series, the amount required by a Senior Lien Bond
Ordinance to be paid in any event by the City on a single future date for the retirement of
Senior Lien Bonds of such series which mature after said future date, but does not include
any amount payable by the City by reason only of the maturity on such future date of a
Senior Lien Bond; and

(b) as of any particular date of determination and with respect to the
Outstanding Second Lien Bonds of any series, the amount required by this Indenture with
respect to 2017 Second Lien Bonds, or the amounts required by any ordinance or trust
indenture creating any other series of Second Lien Bonds, to be paid in any event by the
City on a single future date for the retirement of such Second Lien Bonds which mature
after said future date, but does not include any amount payable by the City by reason only
of the maturity on such future date of a Second Lien Bond.
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“State’” means the State of Illinois.

“Subordinate Lien Obligations” means obligations that are payable from sums,
amounts, funds or monies which are deposited to the Subordinate Lien Obligations Account or
Subaccounts pursuant to Section 2.2(e) of the Series 2017 Bond Ordinance.

“Supplemental Indenture” means any indenture modifying, altering, amending,
supplementing or confirming this Indenture duly entered into in accordance with the terms of this
Indenture.

“Treasury” means the United States Treasury Department.

“Trustee” means Amalgamated Bank of Chicago, as Trustee under this Indenture,
and its successors and assigns.

“2006 Escrow Agent” means Amalgamated Bank of Chicago, as escrow agent
under the 2006 Escrow Agreement, and its successors and assigns.

“2006 Escrow Agreement” means the Escrow Agreement with respect to the
refunded Series 2006 Second Lien Bonds, dated as of June 1, 2017, between the City and the
2006 Escrow Agent, as authorized by Section 4.2 of the Series 2017 Bond Ordinance.

“2008A Escrow Agent” means Amalgamated Bank of Chicago, as escrow agent
under the 2008 A Escrow Agreement, and its successors and assigns.

“2008A Escrow Agreement” means the Escrow Agreement with respect to the
refunded Series 2008 A Second Lien Bonds, dated as of June 1, 2017, between the City and the
2008 A Escrow Agent, as authorized by Section 4.2 of the Series 2017 Bond Ordinance.

- “2017A Principal and Interest Account” means the “City of Chicago
Wastewater Transmission Revenue Bonds Project Series 2017A Second Lien Bonds Principal
and Interest Account” created by Section 4.3(a).

“2017B Principal and Interest Account” means the “City of Chicago
Wastewater Transmission Revenue Bonds Refunding Series 2017B Second Lien Bonds Principal
and Interest Account” created by Section 4.3(a).

“2017 Second Lien Bonds Revenue Fund” means the “City of Chicago
Wastewater Transmission Revenue Bonds Series 2017 Second Lien Bond Revenue Fund”
created by Section 4.3(a).

“2017 Second Lien Bonds” means the Second Lien Wastewater Transmission
Revenue Bonds, Series 2017, comprised of the 2017A Second Lien Bonds and the 2017B
Second Lien Bonds, authorized by the Series 2017 Bond Ordinance and issued under this
Indenture.

“2017 Second Lien Bonds Subaccount” means the 2016 Second Lien Bonds
Subaccount established in the Second Lien Bonds Account by Section 2.2(d) of the Series 2017
Bond Ordinance.
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“Undertaking” means the City’s Continuing Disclosure Undertaking related to
the 2017 Second Lien Bonds, as amended from time to time, if required by law.

“Variable Rate Bonds” means any Second Lien Bonds or Senior Lien Bonds the
interest rate on which is not established at the time they are issued at a single numerical rate for
their entire term.

Section 1.2. Construction. This Indenture, except when the context by clear
implication shall otherwise require, shall be construed and applied as follows:

(a) All words and terms importing the singular number shall where the context
requires, import the plural number and vice versa.

(b) Pronouns include both singular and plural and cover all genders.

(© Headings of sections and other subdivisions in this Indenture are solely for
convenience of reference, do not constitute a part of this Indenture and shall not affect the
meaning, construction or effect of this Indenture.

(d) Unless expressly indicated otherwise, references to articles, sections or other
subdivisions of this Indenture shall be construed as references to articles, sections or other
subdivisions of this Indenture as originally executed.

(e) References to articles, sections or other subdivisions refer to the articles, sections
or other subdivisions of this Indenture unless a different document is specifically identified.

ARTICLE 11

THE 2017 SECOND LIEN BONDS
Section 2.1. Authorization of 2017 Second Lien Bonds; Purposes.

(a) No 2017 Second Lien Bonds may be issued under the provisions of this Indenture
except in accordance with this Article. The 2017 Second Lien Bonds are being issued in the
aggregate principal amount of $396,075,000.

(b) The 2017A Second Lien Bonds are being issued for the purposes of (i) financing
or reimbursing the City for its payment of certain Project Costs and (ii) paying Costs of Issuance
of the 2017A Second Lien Bonds.

©) The 2017B Second Lien Bonds are being issued for the purposes of (i) refunding
the Refunded Bonds and (ii) paying Costs of Issuance of the 2017B Second Lien Bonds.

Section 2.2. Nature of Obligations; Source of Payment; Pledge of Second Lien
Bond Revenues and Certain Other Moneys; Subordination to Senior Lien Bonds.

(a) The 2017 Second Lien Bonds are legal, valid and binding limited
obligations of the City having a claim for payment of principal and interest solely from
the moneys and securities held by the Trustee under the provisions of this Indenture and,
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together with any other Second Lien Bonds Outstanding, from Second Lien Bond
Revenues and from amounts on deposit in the Second Lien Construction Accounts. The
2017 Second Lien Bonds and the interest on them do not constitute an indebtedness of
the City within the meaning of any constitutional or statutory provision or limitation as to
indebtedness and shall have no claim to be paid from taxes of the City.

(b) To secure the payment of the principal of and interest on the 2017 Second
Lien Bonds, the City pledges, assigns and grants to the Trustee a lien on and security
interest in all funds and accounts held by the Trustee under this Indenture, and, together
with any other Second Lien Bonds Outstanding, in the Second Lien Bond Revenues and
the amounts on deposit in the Second Lien Construction Accounts, subject to the
provisions of this Indenture requiring or permitting the payment, setting apart or
appropriation of such amounts or to the purposes and on the terms, conditions, priorities
and order set forth in or provided under this Indenture. This pledge, assignment and grant
of a lien and security interest is valid and binding from and after the date of issuance of
any 2017 Second Lien Bonds under this Indenture without any further physical delivery
or further act; and is valid and binding as against all parties having claims of any kind in
tort, contract or otherwise against the City, irrespective of whether such parties have
notice of such pledge, assignment and grant of a lien.

©) The claim of the 2017 Second Lien Bonds to Net Revenues Available for
Bonds is junior and subordinate to the claim of the City’s Outstanding Senior Lien
Bonds.

Section 2.3. General Terms of 2017 Second Lien Bonds. The 2017 Second Lien
Bonds shall be designated “City of Chicago Second Lien Wastewater Transmission Revenue
Bonds, Series 2017”. The 2017A Second Lien Bonds shall be designated “City of Chicago
Second Lien Wastewater Transmission Bonds, Project Series 2017A”. The 2017B Second Lien
Bonds shall be designated “City of Chicago Second Lien Wastewater Transmission Bonds,
Refunding Series 2017B”.

The 2017A Second Lien Bonds shall mature on January 1 of each of the following years
and bear interest at the following interest rates per annum:

PRINCIPAL INTEREST PRINCIPAL INTEREST

YEAR AMOUNT RATE YEAR AMOUNT RATE
2020 $2,255,000 5.00% 2031 $ 3,855,000 5.00%
2021 2,365,000 5.00 2032 4,045,000 5.00
2022 2,485,000 5.00 2033 4,250,000 5.00
2023 2,610,000 5.00 2034 4,460,000 5.00
2024 2,740,000 5.00 2035 4,685,000 5.00
2025 2,875,000 5.00 2036 4,920,000 5.00
2026 3,020,000 5.00 2037 5,165,000 5.00
2027 3,170,000 5.00 2042 30,105,000 5.25
2028 3,330,000 5.00 2047 38,685,000 5.00
2029 3,495,000 5.00 2052 48,405,000 4.00
2030 3,670,000 5.00
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The 2017B Second Lien Bonds shall mature on January 1 of each of the following years
and bear interest at the following interest rates per annum:

PRINCIPAL INTEREST PRINCIPAL INTEREST

YEAR AMOUNT RATE YEAR AMOUNT RATE
2018 $6,515,000 5.00% 2029 $14,835,000 5.00%
2019 6,570,000 5.00 2030 15,585,000 5.00
2020 7,060,000 5.00 2031 9,140,000 5.00
2021 12,165,000 5.00 2032 9,600,000 5.00
2022 9,450,000 5.00 2033 10,085,000 5.00
2023 9,945,000 5.00 2034 10,775,000 5.00
2024 10,440,000 5.00 2035 11,310,000 5.00
2025 14,070,000 5.00 2036 11,875,000 5.00
2026 9,085,000 5.00 2037 8,490,000 5.00
2027 9,545,000 5.00 2038 8,915,000 5.00
2028 10,030,000 5.00

Interest on the 2017 Second Lien Bonds shall be payable on January 1 and July 1 of each
year, commencing January 1, 2018.

Section 2.4. Conditions Precedent to Issuance and Delivery of the 2017 Second
Lien Bonds. Upon the execution and delivery of this Indenture, 2017 Second Lien Bonds shall
be executed by the City and delivered to the Trustee and thereupon shall be authenticated by the
Trustee and delivered to the Initial Purchasers, but only following the receipt by the Trustee of:

(a) A copy of the Series 2017 Bond Ordinance certified by the City Clerk of the City;

i (b) an executed original of the Determination Certificate authorizing the execution
and delivery of this Indenture and the issuance and sale of the 2017 Second Lien Bonds;

(©) an original executed counterpart of this Indenture;

(d) a certificate signed by the Authorized Officer delivered pursuant to Section 2.2(d)
of the Series 2017 Bond Ordinance specifying the amounts of Net Revenues Available for Bonds
to be deposited by the City in the Second Lien Bonds Account and transferred to the 2017
Second Lien Bonds Revenue Fund on the Business Day preceding each January 1 and July 1,
commencing on the Business Day preceding January 1, 2018, which amounts shall be sufficient
to pay the principal of and interest on the’2017 Second Lien Bonds coming due on each such
January 1 and July 1;

(e) an Opinion of Counsel to the effect that (i) this Indenture has been duly and
lawfully authorized by all necessary action on the part of the City, has been duly and lawfully
executed by authorized officers of the City, is in full force and effect and is valid and binding
upon the City and enforceable in accordance with its terms; (ii) this Indenture creates the valid
pledge of Second Lien Bond Revenues and moneys and securities which it purports to create;
and (iii) upon the execution, authentication and delivery of the 2017 Second Lien Bonds, the
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2017 Second Lien Bonds will have béen duly and validly authorized and issued in accordance
with the Constitution and laws of the State, the Series 2017 Bond Ordinance and this Indenture;

® a written authorization as to the authentication and delivery of the 2017 Second
Lien Bonds, signed by the Authorized Officer;

(8) executed counterparts of the 2006 Escrow Agreement and the 2008A Escrow
Agreement; and

(h) such further documents and moneys as are required by the terms of this Indenture
and the Series 2017 Bond Ordinance.

Section 2.5. Application of Proceeds of 2017 Second Lien Bonds. The proceeds of
the sale of the 2017A Second Lien Bonds (in the amount of $196,319,106.67) shall be deposited
in the Construction Account: 2017 Second Lien Bonds and used to pay for certain capital
improvements to and extensions of the Sewer System and the Costs of Issuance of the 2017A
Second Lien Bonds as described in the Series 2017 Bond Ordinance.

(b) The proceeds of the sale of the 2017B Second Lien Bonds shall be used and
deposited as follows: (i) $112,363,763.06 of the proceeds shall be deposited with the 2006
Escrow Agent to be used to pay interest on and the redemption price of the refunded Series 2006
Second Lien Bonds in accordance with the terms of the 2006 Escrow Agreement,
(ii) $130,086,854.57 of the proceeds shall be deposited with the 2008 A Escrow Agent to be used
to pay interest on and the redemption price of the refunded Series 2008A Second Lien Bonds in
accordance with the terms of the 2008 A Escrow Agreement and (iii) $383,357.91 of the proceeds
shall be deposited in the Construction Account: 2017 Second Lien Bonds and used to pay for the
Costs of Issuance of the 2017B Second Lien Bonds as described in the Series 2017 Bond
Ordinance.

(©) In addition, $7,187,021.00 on deposit in the Debt Service Reserve Account for the
Series 2008A Second Lien Bonds in excess of the applicable reserve requirement shall be
transferred to the 2008A Escrow Agent and held under the 2008A Escrow Agreement and
applied in accordance with its terms. '

Section 2.6. Form, Payment and Dating of 2017 Second Lien Bonds; Authorized
Denominations.

(a) The 2017 Second Lien Bonds and the certificate of authentication to be executed
on the 2017 Second Lien Bonds by the Trustee shall be in substantially the applicable form set
forth in Exhibit A to this Indenture, with necessary or appropriate variations, omissions and
insertions as permitted or required by this Indenture.

(b) The 2017A Second Lien Bonds shall be issuable only as fully registered bonds in
Authorized Denominations. The 2017A Second Lien Bonds shall be numbered RA-I1
consecutively upwards and shall contain an appropriate prefix to such numbers to identify the
series of such 2017A Second Lien Bonds. The 2017B Second Lien Bonds shall be issuable only
as fully registered bonds in Authorized Denominations. The 2017B Second Lien Bonds shall be
numbered RB-1 consecutively upwards and shall contain an appropriate prefix to such numbers
to identify the series of such 2017B Second Lien Bonds.
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(c) The principal and redemption price of each 2017 Second Lien Bond shall be
payable upon surrender of such 2017 Second Lien Bond at the Principal Office of the Trustee.
Payments of principal of the 2017 Second Lien Bonds shall be payable in clearinghouse funds
except as provided in Section 2.13 below. Such payments shall be made to the Owner of the
2017 Second Lien Bond so surrendered, as shown on the registration books maintained by the
Trustee on the applicable Record Date.

(d) Each 2017 Second Lien Bond shall bear interest, be payable as to interest and be
dated as follows:

(1) Each 2017 Second Lien Bond shall bear interest (at the applicable rate per
year set forth in Section 2.3 of this Indenture) from its date or from and including the
most recent Interest Payment Date with respect to which interest has been paid or duly
provided for. The 2017 Second Lien Bonds shall be dated as of the Interest Payment Date
next preceding their date of authentication, unless such date of authentication is an
Interest Payment Date, in which case the 2017 Second Lien Bonds shall be dated as of
such Interest Payment Date, or unless such 2017 Second Lien Bonds are authenticated
prior to the first Interest Payment Date, in which event the 2017 Second Lien Bonds shall
be dated as of their date of issue.

(>i1) Subject to the provisions of subparagraph (iii) below, the interest due on
any such 2017 Second Lien Bond on any Interest Payment Date shall be paid to the
Owner of such 2017 Second Lien Bond as shown on the registration books kept by the
Trustee on the applicable Record Date. The amount of interest so payable on any Interest
Payment Date shall be computed by the Trustee on the basis of a 360-day year of twelve
30-day months.

(iii))  If the available funds under this Indenture are insufficient on any Interest
Payment Date to pay the interest then due, the regular applicable Record Date shall no
longer be applicable with respect to such 2017 Second Lien Bonds. If sufficient funds for
the payment of such overdue interest shall thereafter become available, the Trustee
immediately shall establish a special interest payment date for the payment of the
overdue interest and a special record date (which shall be a Business Day) for
determining the Bondholders entitled to such payments. Notice of each date so
established shall be mailed by the Trustee to each such Bondholder at least 10 days prior
to the special record date, but not more than 30 days prior to the special interest payment
date. The overdue interest shall be paid on the special interest payment date to such
Bondholders as shown on the registration books kept by the Trustee as of the close of
business on the special record date.

(iv)  All payments of interest on the 2017 Second Lien Bonds shall be paid to
the persons entitled to such payments pursuant to Section 2.6(d)(i1) or (iii) above by the
Trustee on the Interest Payment Date or special interest payment date, as applicable,
(A) upon request of any Owner of such 2017 Second Lien Bonds in the principal amount
of $1,000,000 or more, by federal funds wire on the Interest Payment Date to any address
in the continental United States, if such Owner provides the Trustee with written notice
of such wire transfer address at least 15 days prior to the applicable Record Date (which
notice may provide that it will remain in effect with respect to subsequent Interest
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Payment Dates unless or until changed or revoked by subsequent notice), or (B) if no
instructions are given as aforesaid, by clearinghouse funds check or draft mailed on the
Interest Payment Date to the persons entitled to such payment at such address appearing
on the registration books of the Trustee or such other address as has been furnished to the
Trustee in writing by such person.

Section 2.7. Execution of 2017 Second Lien Bonds. Each of the 2017 Second Lien
Bonds shall be executed on behalf of the City by the manual or facsimile signature of the Mayor
and attested by the manual or facsimile signature of its City Clerk or Deputy City Clerk, and the
corporate seal of the City shall be impressed, printed or lithographed on each 2017 Second Lien
Bond. The 2017 Second Lien Bonds bearing the manual or facsimile signatures of individuals
who were at the time of the execution of this Indenture the proper officers of the City shall bind
the City notwithstanding that such individuals shall cease to hold such offices prior to the
registration, authentication or delivery of such 2017 Second Lien Bonds or shall not have held
such offices at the dated date of such 2017 Second Lien Bonds.

Section 2.8. Delivery and Registration. No 2017 Second Lien Bond shall be entitled
to any right or benefit under this Indenture, or be valid or obligatory for any purpose, unless ,
there appears on such 2017 Second Lien Bond a certificate of authentication substantially in the
applicable form provided in Exhibit A to this Indenture, executed by the Trustee by manual
signature, and such certificate upon any such 2017 Second Lien Bond shall be conclusive
evidence that such 2017 Second Lien Bond has been duly authenticated, registered and
delivered.

Section 2.9. Lost, Destroyed, Improperly Canceled or Undelivered 2017 Second
Lien Bonds. If any 2017 Second Lien Bond, whether in temporary or definitive form, is lost
(whether by reason of theft or otherwise), destroyed (whether by mutilation, damage or
otherwise) or improperly canceled, the Trustee may authenticate a new 2017 Second Lien Bond
of the same series, date and denomination and bearing a number not contemporaneously
outstanding; provided that (a)in the case of any mutilated 2017 Second Lien Bond, such
mutilated 2017 Second Lien Bond shall first be surrendered to the Trustee and (b) in the case of
any lost 2017 Second Lien Bond or 2017 Second Lien Bond destroyed in whole, there shall be
first furnished to the Trustee evidence of such loss or destruction, together with indemnification
of the City and the Trustee, satisfactory to each of them. If any lost, destroyed or improperly
canceled 2017 Second Lien Bond shall have matured or is about to mature, instead of issuing a
substitute 2017 Second Lien Bond, the Trustee shall pay the same without surrender of such
2017 Second Lien Bond if there shall be first furnished to the Trustee evidence of such loss,
destruction or cancellation, together with indemnification of the City and the Trustee,
satisfactory to each of them. Upon the issuance of any substitute 2017 Second Lien Bond, the
Trustee may require the payment of a sum sufficient to cover any tax or other governmental
charge that may be imposed in relation to such issuance. The Trustee may charge the Bondholder
reasonable fees and expenses in connection with any transaction described in this Section 2.9,
except for improper cancellation by the Trustee.

All 2017 Second Lien Bonds shall be owned upon the express condition that, to the
extent permitted by law, the foregoing provisions are exclusive with respect to the replacement
or payment of lost, destroyed or improperly canceled 2017 Second Lien Bonds, notwithstanding
any law or statute now existing or enacted after the date of this Indenture.
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Section 2.10. Transfer, Registration and Exchange of 2017 Second Lien Bonds. The
Trustee shall maintain and keep, at its Principal Office, books for the registration and transfer of
2017 Second Lien Bonds, which at all reasonable times shall be open for inspection by the City.

The transfer of any 2017 Second Lien Bond shall be registered upon the books of the
Trustee at the written request of the Bondholder or its attorney duly authorized in writing, upon
surrender of such 2017 Second Lien Bond at the Principal Office of the Trustee, together with a
written instrument of transfer satisfactory to the Trustee duly executed by the Bondholder or its
attorney duly authorized in writing.

The City and the Trustee may deem and treat the Bondholder as the absolute owner of
such 2017 Second Lien Bond, whether such 2017 Second Lien Bond shall be overdue or not, for
the purpose of receiving payment of, or on account of, the principal of and interest on, such 2017
Second Lien Bond and for all other purposes, and neither the City nor the Trustee shall be
affected by any notice to the contrary. All such payments so made to any such Bondholder shall
be valid and effectual to satisfy and discharge the liability upon such 2017 Second Lien Bond to
the extent of the sum or sums so paid.

Any 2017 Second Lien Bond, upon surrender of such 2017 Second Lien Bond at the
Principal Office of the Trustee, together with an assignment executed by the Owner or its duly
authorized agent, may, at the option of the Bondholder, be exchanged for an equal aggregate
principal amount of 2017 Second Lien Bond or 2017 Second Lien Bonds of any Authorized
Denomination of the same series, interest rate and maturity as the 2017 Second Lien Bond being
surrendered.

In all cases in which the privilege of exchanging 2017 Second Lien Bonds or registering
the transfer of 2017 Second Lien Bonds is exercised, the City shall execute and the Trustee shall
authenticate and deliver 2017 Second Lien Bonds in accordance with the provisions of this
Indenture. For every such exchange or registration of transfer of 2017 Second Lien Bonds,
whether temporary or definitive, the Trustee may make a charge in an amount sufficient to
reimburse it for any tax or other governmental charge required to be paid with respect to such
exchange or registration of transfer, which sum or sums shall be paid by the person requesting
- such exchange or registration of transfer as a condition precedent to the exercise of the privilege
of making such exchange or registration of transfer.

Neither the Trustee nor the City shall be required to register the transfer of any 2017
Second Lien Bond during the 15 days next preceding an Interest Payment Date or, in the case of
a proposed redemption of 2017 Second Lien Bonds, 2017 Second Lien Bonds after they have
been selected by the Trustee for redemption.

Section 2.11. Temporary 2017 Second Lien Bonds. Pending the preparation of
definitive 2017 Second Lien Bonds, the City may execute and the Trustee shall authenticate and
deliver temporary 2017 Second Lien Bonds. Temporary 2017 Second Lien Bonds may be
issuable as 2017 Second Lien Bonds of the applicable series and of any Authorized
Denominatiori and substantially in the form of the definitive 2017 Second Lien Bonds of such
series but with omissions, insertions and variations as may be appropriate for temporary 2017
Second Lien Bonds of such series, all as may be approved by the City, as evidenced by the
execution and delivery of such 2017 Second Lien Bonds. Temporary 2017 Second Lien Bonds
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may contain such reference to any provisions of this Indenture as may be appropriate. Every
temporary 2017 Second Lien Bond shall be executed by the City and be authenticated by the
Trustee upon the same conditions and in substantially the same manner, and with like effect, as
the definitive 2017 Second Lien Bonds. As promptly as practicable the City shall execute and
shall furnish definitive 2017 Second Lien Bonds and thereupon temporary 2017 Second Lien
Bonds may be surrendered in exchange therefor without charge at the Principal Office of the
Trustee, and the Trustee shall authenticate and deliver in exchange for such temporary 2017
Second Lien Bonds the same aggregate principal amount of definitive 2017 Second Lien Bonds
of the applicable series and in Authorized Denominations. Until so exchanged the temporary
2017 Second Lien Bonds shall be entitled to the same benefits under this Indenture as definitive
2017 Second Lien Bonds. '

Section 2.12. Cancellation of 2017 Second Lien Bonds. All 2017 Second Lien Bonds
which shall have been surrendered to the Trustee for payment and all 2017 Second Lien Bonds
which shall have been surrendered to the Trustee for exchange or registration of transfer, shall be
canceled by the Trustee and cremated or otherwise destroyed, and counterparts of a certificate of
destruction evidencing such cremation or other destruction shall be furnished by the Trustee to
the City. The Trustee shall furnish to the City a certificate evidencing any such cancellation and
specifying such 2017 Second Lien Bonds by series and number. -

Section 2.13. Book-Entry Provisions.

(a) Except as provided in paragraph (c) below, the Owner of all of the 2017 Second
Lien Bonds shall be DTC, and the 2017 Second Lien Bonds shall be registered in the name of
Cede & Co., as nominee for DTC. Payment of interest for any 2017 Second Lien Bond registered
in the name of Cede & Co. shall be made by wire transfer of immediately available funds to the
account of Cede & Co. on the applicable Interest Payment Date for the 2017 Second Lien Bonds
at the address indicated for Cede & Co. in the registration books of the City kept by the Trustee.

(b) The Trustee and the City may treat DTC (or its nominee) as the sole and exclusive
Owner of such 2017 Second Lien Bonds registered in its name for the purposes of payment of
the principal or redemption price of or interest on such 2017 Second Lien Bonds, selecting such
2017 Second Lien Bonds or portions of such 2017 Second Lien Bonds to be redeemed, giving
any notice permitted or required to be given to Bondholders under this Indenture, registering the
transfer of such 2017 Second Lien Bonds, obtaining any consent or other action to be taken by
Bondholders and for all other purposes whatsoever, and neither the Trustee nor the City shall be
affected by any notice to the contrary. Except as otherwise provided in paragraph (c) below, no
Beneficial Owner shall receive an authenticated 2017 Second Lien Bond certificate. Upon
delivery by DTC to the Trustee of written notice to the effect that DTC has determined to
substitute a new nominee in place of Cede & Co., and subject to the provisions of this Indenture
with respect to transfers of 2017 Second Lien Bonds, the words “Cede & Co.” in this Indenture
shall refer to such new nominee of DTC.

(c) If the Owner of all the 2017 Second Lien Bonds shall be DTC and the City
determines to discontinue DTC’s book-entry system, the City may notify DTC and the Trustee,
whereupon DTC will notify its participating organizations (the “Participants”) of the
availability through DTC of certificated 2017 Second Lien Bonds and such Participants may
utilize DTC’s withdrawal procedure to withdraw the 2017 Second Lien Bonds from DTC. If a
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Participant utilizes this process, the Trustee shall issue, transfer and exchange such 2017 Second
Lien Bond certificates as requested by DTC in the appropriate series and amounts in accordance
with the provisions of this Indenture. DTC may determine to discontinue providing its services
with respect to all, but not less than all, of the 2017 Second Lien Bonds at any time by giving
written notice to the City and the Trustee and discharging its responsibilities with respect to this
Indenture under applicable law. Under such circumstances (if there is no successor securities
depository), the City and the Trustee shall be obligated (at the sole cost and expense of the City)
to make available for delivery 2017 Second Lien Bond certificates as described in this Indenture.
Whenever DTC requests the City and the Trustee to do so, the City will direct the Trustee (at the
sole cost and expense of the City) to cooperate with DTC in taking appropriate action after
reasonable notice (i) to make available one or more separate certificates evidencing 2017 Second
Lien Bonds to any Participant having 2017 Second Lien Bonds credited to its DTC account or
(ii) to arrange for another securities depository to maintain custody of certificates evidencing
such 2017 Second Lien Bonds.

(d) So long as any 2017 Second Lien Bond is registered in the name of Cede & Co.,
as nominee of DTC, all payments with respect to the principal or redemption price of and interest
on such 2017 Second Lien Bond and all notices with respect to such 2017 Second Lien Bond
shall be made and given, respectively, to DTC or its nominee as provided in the City’s
representation letter to DTC.

(e) In connection with any notice or other communication to be provided to
Bondholders pursuant to this Indenture by the City or the Trustee, or by the Trustee with respect
to any consent or other action to be taken by Bondholders, the City or the Trustee, as the case
may be, shall establish a record date for such consent or other action and give DTC notice of
such record date not less than 15 calendar days in advance of such record date to the extent
possible. Such notice to DTC or its nominee shall be given only when DTC is the sole
Bondholder.

€3} Neither the City nor the Trustee shall have any responsibility or obligation to the
Participants or the Beneficial Owners with respect to (i) the accuracy of any records maintained
by DTC or any Participant; (i1) the payment by DTC or any Participant of any amount due to any
Beneficial Owner in respect of the principal or redemption price of or interest on the 2017
Second Lien Bonds; (iii) the delivery by DTC or any Participant of any notice to any Beneficial
Owner which is required or permitted under the terms of this Indenture to be given to
Bondholders; (iv) the selection of the Beneficial Owners to receive payment in the event of any
partial redemption of the 2017 Second Lien Bonds; or (v) any consent given or other action taken
by DTC as Bondholder.

(2) As long as Cede & Co. is the registered owner of the 2017 Second Lien Bonds, as
nominee of DTC, references in this Indenture to the Bondholders of the 2017 Second Lien Bonds
or Owners of the 2017 Second Lien Bonds shall mean Cede & Co. and shall not mean the
Beneficial Owners of the 2017 Second Lien Bonds.

(h) So long as DTC is the registered owner of the 2017 Second Lien Bonds:
() selection of 2017 Second Lien Bonds of a series to be redeemed upon

partial redemption and presentation of 2017 Second Lien Bonds of such series to the
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Trustee upon partial redemption, shall be deemed made when the right to exercise
ownership rights in such 2017 Second Lien Bonds through DTC or DTC’s Participants is
transferred by DTC on its books; and

(i) DTC may present notices, approvals, waivers or other communications
required or permitted to be made by Bondholders under this Indenture on a fractionalized
basis on behalf of some or all of those persons entitled to exercise ownership rights in the
2017 Second Lien Bonds through DTC or its Participants.

ARTICLE III

REDEMPTION OF THE 2017 SECOND LIEN BONDS

Section 3.1. Terms of Redemption. The 2017 Second Lien Bonds shall be subject to
redemption in advance of their maturity as provided in this Article.

(a) Optional Redemption. The 2017A Second Lien Bonds maturing on and
after January 1, 2028 are subject to redemption prior to maturity at the option of the City, at any
time on or after January 1, 2027, as a whole or in part, at any time, and if in part, in such order of
maturity as the City shall determine and within any maturity in the manner described in
Section 3.4, in Authorized Denominations, at a price of par plus accrued interest to the
redemption date. The 2017B Second Lien Bonds maturing on and after January 1, 2028 are
subject to redemption prior to maturity at the option of the City, at any time on or after January
1, 2027, as a whole or in part, at any time, and if in part, in such order of maturity as the City
shall determine and within any maturity in the manner described in Section 3.4, in Authorized
Denominations, at a price of par plus accrued interest to the redemption date.

(b) Mandatory Sinking Fund Redemption. (i) The 2017A Second Lien Bonds
maturing on January 1, 2042, January 1, 2047 and January 1, 2052 are subject to mandatory
redemption in the manner described in Section 3.4, from mandatory Sinking Fund Payments, on
January 1 in each of the respective years and in the respective amounts set forth below, at a
redemption price equal to the principal amount to be redeemed: ~

Term Bond Due Term Bond Due

January 1, 2042 January 1, 2047
Year Principal Amount Year Principal Amount
2038 $5,420,000 2043 $7,000,000
2039 $5,705,000 2044 $7,350,000
2040 $6,005,000 2045 $7,720,000
2041 $6,320,000 2046 $8,105,000
2042* $6,655,000 2047* $8,510,000
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Term Bond Due
January 1, 2052

Year Principal Amount
2048 $8,935,000
2049 $9,295,000
2050 $9,665,000
2051 $10,055,000
2052* $10,455,000

*Denotes Final Maturity

(i) No 2017B Second Lien Bonds are subject to mandatory sinking fund
redemption.

Section 3.2. Redemption at the Election or Direction of the City. In the case of any
redemption of 2017 Second Lien Bonds at the election or direction of the City, the City shall
give written notice to the Trustee of its election or direction so to redeem, of the date fixed for
such redemption, of the series, and of the principal amounts of the 2017 Second Lien Bonds of
each maturity of such series to be redeemed. Such notice shall be given at least 45 days prior to
the specified redemption date (or such shorter period as shall be acceptable to the Trustee). If
notice of redemption has been given as provided in Section 3.5, there shall be paid on or prior to
the specified redemption date to the Trustee an amount in cash or Permitted Investments
maturing on or before the specified redemption date which, together with other moneys, if any,
available for the purpose and held by the Trustee, will be sufficient to redeem all of the 2017
Second Lien Bonds to be redeemed on the specified redemption date at their redemption price
plus interest accrued and unpaid to the date fixed for redemption. Such cash and Permitted
Investments shall be held in a separate, segregated account for the benefit of the Owners of the
2017 Second Lien Bonds so called for redemption.

Section 3.3. Redemption Otherwise than at City’s Election or Direction. Whenever
by the terms of this Indenture the Trustee is required or authorized to redeem 2017 Second Lien
Bonds otherwise than at the election or direction of the City, the Trustee shall select the 2017
Second Lien Bonds to be redeemed, give the notice of redemption and pay the redemption price,
plus interest accrued and unpaid to the date fixed for redemption, in accordance with the terms of
this Article III.

Section 3.4. Selection of 2017 Second Lien Bonds to Be Redeemed. If less than all
of the 2017 Second Lien Bonds of like maturity of any series shall be called for prior
redemption, the particular 2017 Second Lien Bonds or portion of 2017 Second Lien Bonds to be
redeemed shall be selected at random by the Trustee in such manner as the Trustee in its
discretion may deem fair and appropriate; provided, that the portion of any 2017 Second Lien
Bond of a denomination of more than the minimum Authorized Denomination shall be in the
principal amount of an Authorized Denomination and that, in selecting portions of such 2017
Second Lien Bonds for redemption, the Trustee shall treat each such 2017 Second Lien Bond as
representing that number of 2017 Second Lien Bonds of the minimum Authorized Denomination
which is obtained by dividing the principal amount of such 2017 Second Lien Bond to be
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redeemed in part by the minimum Authorized Denomination. If all 2017 Second Lien Bonds of
any series are held in book-entry only form, the particular 2017 Second Lien Bonds or portions
of 2017 Second Lien Bonds of such series to be redeemed shall be selected by the securities
depository for such series of 2017 Second Lien Bonds in such manner as such securities
depository shall determine.

Section 3.5. Notice of Redemption. When the Trustee shall receive notice from the
City of its election or direction to redeem 2017 Second Lien Bonds pursuant to Section 3.2, and
when redemption of 2017 Second Lien Bonds is authorized or required pursuant to Section 3.3,
the Trustee shall give notice, in the name of the City, of the redemption of such 2017 Second
Lien Bonds. Notice of redemption shall specify the series, maturities and CUSIP numbers of the
2017 Second Lien Bonds to be redeemed, the date fixed for redemption and the place or places
where amounts due upon such date fixed for redemption will be payable (which shall be the
Principal Office of the Trustee) and, if less than all of the 2017 Second Lien Bonds of any like
series and maturity are to be redeemed, the letters and numbers or other distinguishing marks of
such 2017 Second Lien Bonds so to be redeemed. In the case of 2017 Second Lien Bonds to be
redeemed in part only, such notice shall also specify the respective portions of the principal
amount of such 2017 Second Lien Bonds to be redeemed. Such notice shall further state that on
such date there shall become due and payable the redemption price of each 2017 Second Lien
Bond to be redeemed, or the redemption price of the specified portions of the principal of such
2017 Second Lien Bonds in the case of 2017 Second Lien Bonds to be redeemed in part only,
together with interest accrued to the date fixed for redemption, and that from and after such date
interest shall cease to accrue and be payable. Such notice shall either (i) state that the redemption
is conditioned on there being on deposit in the applicable Principal and Interest Account on the
date fixed for redemption sufficient moneys to pay the redemption price of the 2017 Second Lien
Bonds to be redeemed or (ii) in the case of notices provided in connection with optional
redemption, be sent only if sufficient moneys to pay the redemption price of the 2017 Second
Lien Bonds to be redeemed is on deposit in the applicable Principal and Interest Account on the
date fixed for redemption. The Trustee shall mail copies of such notice by first-class mail,
postage prepaid, not more than 60 and not less than 30 days before the date fixed for redemption,
to the Owners of the 2017 Second Lien Bonds to be redeemed at their addresses as shown on the
registration books of the City maintained by the Trustee. Failure to give notice of redemption by
mail to any particular Owner, or any defect in such notice, shall not affect the validity of any
proceedings for the redemption of 2017 Second Lien Bonds for which such notice has been
properly given.

Section 3.6. Payment of Redeemed 2017 Second Lien Bonds. Notice having been
given in the manner provided in Section 3.5, the 2017 Second Lien Bonds or portions of 2017
Second Lien Bonds so called for redemption shall become due and payable on the date fixed for
redemption at the redemption price, plus interest accrued and unpaid to such date, and, upon
presentation and surrender of such 2017 Second Lien Bonds at any place specified in such
notice, such 2017 Second Lien Bonds, or portions of 2017 Second Lien Bonds, shall be paid at
the redemption price, plus interest accrued and unpaid to such date. If there shall be called for
redemption less than all of a 2017 Second Lien Bond, the City shall execute and the Trustee shall
authenticate and deliver, upon the surrender of such 2017 Second Lien Bond, without charge to
the Owner, for the unredeemed balance of the principal amount of the 2017 Second Lien Bond
so surrendered, fully registered 2017 Second Lien Bonds of like series and maturity in any
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Authorized Denominations. If, on the date fixed for redemption, moneys for the redemption of
all the 2017 Second Lien Bonds or portions of 2017 Second Lien Bonds of any like series and
maturity to be redeemed, together with interest to such date, shall be held by the Trustee so as to
be available on said date and if notice of redemption shall have been given as provided in
Section 3.5, then, from and after the date fixed for redemption, interest on the 2017 Second Lien
Bonds or portions of 2017 Second Lien Bonds of such series and maturity so called for
redemption shall cease to accrue and become payable. If said moneys shall not be so available on
the date fixed for redemption, such 2017 Second Lien Bonds or portions of 2017 Second Lien
Bonds shall continue to bear interest until paid at the same rate as they would have borne had
they not been called for redemption.

Section 3.7. Adjustment of Sinking Fund Payments. If through optional redemption
the City redeems less than all the 2017 Second Lien Bonds of like maturity with respect to which
Sinking Fund Payments have been established, the principal amount so. redeemed shall be
credited against the unsatisfied balance of future Sinking Fund Payments or the final maturity
amount established with respect to such 2017 Second Lien Bonds, in such amount and against
such Sinking Fund Payments or final maturity amount as shall be determined by the City in a
Certificate of an Authorized Officer filed with the Trustee prior to the mailing of the notice of
redemption of such 2017 Second Lien Bonds or, in the absence of such determination, shall be
credited against the unsatisfied balance of the applicable Sinking Fund Payments in inverse order
of their payment dates.

ARTICLE 1V

REVENUES AND FUNDS

Section 4.1. Source of Payment of 2017 Second Lien Bonds. The 2017 Second Lien
Bonds are not general obligations of the City but are limited obligations as described in
Section 2.2 and as provided in the Series 2017 Bond Ordinance and this Indenture.

Section 4.2. Amounts on Deposit to be Held in Trust.

(a) The amounts on deposit in the funds and accounts created by this Indenture shall
be held by the Trustee for the sole and exclusive benefit of the 2017 Second Lien Bonds and
shall be applied, used and withdrawn only for the purposes authorized in this Indenture.

(b)  The City will cause all moneys and securities held in the funds and accounts -
created by the Senior Lien Bond Ordinances to be applied, used and withdrawn solely for the
purposes authorized in those ordinances.

Section 4.3. Creation of the 2017 Second Lien Bonds Revenue Fund and the
Accounts in It.

(a) There is by this Indenture created by the City and established with the Trustee a
separate and segregated trust fund to be designated as the “City of Chicago Wastewater
Transmission Revenue Bonds Series 2017 Second Lien Bonds Revenue Fund” (the “2017
Second Lien Bonds Revenue Fund”).
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(b) Within the 2017 Second Lien Bonds Revenue Fund, there is by this Indenture
created by the City and established with the Trustee two separate and segregated trust funds to be
designated as the “City of Chicago Wastewater Transmission Revenue Bonds Project Series
2017A Second Lien Bonds Principal and Interest Account” (the “2017A Principal and Interest
Account”) and the “City of Chicago Wastewater Transmission Revenue Bonds Refunding Series
2017B Second Lien Bonds Principal and Interest Account” (the “2017B Principal and Interest
Account” and together with the Series 2017A Principal and Interest Account, the “Principal
and Interest Accounts”).

Section 4.4. Deposit of 2017 Second Lien Bond Revenues. On the Business Day
immediately preceding each January 1 and July 1, commencing January 1, 2018, the Authorized
Officer shall withdraw from the 2017 Second Lien Bonds Subaccount of the Second Lien Bonds
Account, and transfer to the Trustee for deposit into the 2017 Second Lien Bonds Revenue Fund,
the amounts required to be on deposit in each of the 2017A Principal and Interest Account and
the 2017B Principal and Interest Account as specified in the certificate delivered pursuant to
Section 2.4(d). Upon receipt of such amounts, the Trustee shall deposit the same in the accounts
of the 2017 Second Lien Bonds Revenue Fund. The Trustee shall be accountable only for
moneys actually so received. Such certificate of the Authorized Officer, or any subsequent or
supplemental certificate, shall be revised or supplemented from time to time whenever necessary
to reflect changes in the deposit requirements relating to the 2017 Second Lien Bonds Revenue
Fund as a result of the prepayment of 2017 Second Lien Bonds.

Section 4.5. Administration of the Accounts in the 2017 Second Lien Bonds
Revenue Fund.

\

(a) Administration of the Principal and Interest Accounts. Moneys on deposit in the
2017A Principal and Interest Account shall be held by the Trustee for the sole and exclusive
benefit of the 2017A Second Lien Bonds and shall be used for the purpose of paying the
principal of and interest on such 2017A Second Lien Bonds as it becomes due. Moneys on
deposit in the 2017B Principal and Interest Account shall be held by the Trustee for the sole and
exclusive benefit of the 2017B Second Lien Bonds and shall be used for the purpose of paying
the principal of and interest on such 2017B Second Lien Bonds as it becomes due. Any earnings
on amounts held in either Principal and Interest Account shall be credited to such account.

(b) Investment of Moneys in the 2017 Second Lien Bonds Revenue Fund. Pending the
use of moneys held in an account of the 2017 Second Lien Bonds Revenue Fund, the Trustee
shall invest such moneys in Permitted Investments upon the written direction of the Authorized
Officer or any person designated to sign on behalf of the Authorized Officer. Moneys in the
2017A Principal and Interest Account and the 2017B Principal and Interest Account shall not be
commingled for investment purposes.

Section 4.6. 2017 Second Lien Bonds Not Presented for Payment.

(a) If any 2017 Second Lien Bonds shall not be presented for payment when the
principal of such 2017 Second Lien Bonds becomes due under this Indenture or otherwise, if
moneys sufficient to pay such 2017 Second Lien Bonds are held by the Trustee for the benefit of
the Owners of such 2017 Second Lien Bonds, the Trustee shall segregate and hold such moneys
in a trust account separate and apart from the other funds and accounts held under this Indenture,
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without liability for interest on such moneys, for the benefit of such Bondholders who shall
(except as provided in the following paragraph) thereafter be restricted exclusively to such fund
or funds for the satisfaction of any claim of whatever nature under such 2017 Second Lien Bond
and this Indenture. Any such moneys shall be invested in general obligations of, or obligations
the principal of and interest on which are fully guaranteed as to timely payment by, the United
States of America, which obligations shall mature not later that the date or dates on which such
funds will be needed for the purposes for which such funds were deposited, and in any event, not
later than 31 days from the date of such investment.

(b) Any moneys which the Trustee shall segregate and hold in trust for the payment
of the principal of or interest on any 2017 Second Lien Bond and which shall remain unclaimed
for two years after such principal or interest has become due and payable shall, upon the City’s
written request to the Trustee, be paid to the City. After the payment of such unclaimed moneys
to the City, the Owner of such 2017 Second Lien Bond shall thereafter look only to the City for
the payment of such 2017 Second Lien Bonds, unless an abandoned property law designates
another person, and all liability of the Trustee with respect to such moneys shall thereupon cease.

ARTICLE V

GENERAL COVENANTS OF THE CITY

Section 5.1. Equality of 2017 Second Lien Bonds. Each 2017 Second Lien Bond
authorized under this Indenture shall be on a parity and rank equally without preference, priority
or distinction over any other 2017 Second Lien Bond as to security, regardless of the time or
times of their issue, and the provisions, covenants and agreements set forth in this Indenture to be
performed by and on behalf of the City shall be for the equal benefit, protection and security of
the Owners of any and all 2017 Second Lien Bonds. The City covenants that it will not issue any
obligations with a claim for payment or secured by the Second Lien Bond Revenues or, except as
otherwise provided in Section 5.5 of this Indenture, any other moneys pledged under this
Indenture having priority over or, except for Second Lien Parity Bonds, being on a parity with
the 2017 Second Lien Bonds.

Section 5.2. Punctual Payment. The City covenants that it will duly and punctually
pay or cause to be paid the principal of, premium, if any, and interest on all 2017 Second Lien
Bonds in strict conformity with the terms of such 2017 Second Lien Bonds and of this Indenture,
and that it will faithfully observe and perform all the conditions, covenants and requirements of
the Series 2017 Bond Ordinance, this Indenture, and of the 2017 Second Lien Bonds issued
under them.

Section 5.3. Maintenance and Continued Operation of Sewer System. The City
will maintain the Sewer System in good repair and working order, will continuously operate it on
a Fiscal Year basis, and will punctually perform all duties with respect to the Sewer System
required by the Constitution and laws of the State.

So long as the 2017 Second Lien Bonds are Outstanding, the City will continue to operate

the Sewer System as a revenue-producing system so as to produce Gross Revenues sufficient to
satisfy the covenants of this Indenture.
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(i)  to pay, redeem or refund any Senior Lien Bonds or Second Lien Bonds if
the sum of the Aggregate Senior Lien Debt Service and the Aggregate Second Lien Debt
Service after the issuance of the Second Lien Parity Bonds and the payment, redemption
or refunding of such Senior Lien Bonds or Second Lien Bonds will not be in excess of
the sum of the Aggregate Senior Lien Debt Service or Aggregate Second Lien Debt
Service prior to the issuance of the Second Lien Parity Bonds in each Fiscal Year in
which there was to be any Aggregate Senior Lien Debt Service or Aggregate Second Lien
Debt Service on those prior Outstanding Senior Lien Bonds or Second Lien Bonds.

(©) Other obligations, including Subor&inate Lien Obligations, may be issued payable
from Net Revenues Available for Bonds on a basis subordinate to the Second Lien Bonds.

Section 5.6. Covenant Against Pledge of Second Lien Bond Revenues. The City
shall not hereafter issue any bonds, notes, or other evidences of indebtedness secured by the
pledge contained in Section 2.2 of this Indenture, other than Second Lien Parity Bonds, and shall
not create or cause to be created any lien or charge on Net Revenues Available for Bonds, or on
any amounts pledged for the benefit of Owners of 2017 Second Lien Bonds under this Indenture,
other than the pledge contained in Section 2.2 of this Indenture, provided that neither this Section
nor any other provision of this Indenture shall prevent the City from (a) issuing Senior Lien
Bonds, (b) issuing bonds, notes or other evidences of indebtedness payable out of, or secured by
a pledge of, Net Revenues Available for Bonds to be derived on and after such date as the pledge
contained in Section 2.2 of this Indenture shall be discharged and satisfied as provided in
Section 8.1, or (c) issuing bonds, notes or other evidences of indebtedness which are payable out
of, or secured by, or to which are pledged amounts which may be withdrawn from or secured by
the Second Lien Bonds Account so long as such pledge is expressly junior and subordinate to the
pledge contained in Section 2.2 of this Indenture.

Section 5.7. Repairs, Replacements, Additions, Betterments. The City from time to
time will make all necessary and proper repairs, replacements, additions and betterments to the
Sewer System so that the Sewer System may at all times be operated efficiently, economically
and properly. When any necessary equipment or facility shall have been worn out, destroyed or
otherwise is insufficient for proper use, it shall be promptly replaced so that the value and
efficiency of the Sewer System shall be at all times fully maintained.

Section 5.8. Control and Operation of Sewer System. The City will establish such
rules and regulations for the control and operation of the Sewer System as are necessary for the
safe, lawful, efficient and economical operation of the Sewer System.

Section 5.9. Indenture to Constitute Contract. In consideration of the purchase and
acceptance of the 2017 Second Lien Bonds by the Owners from time to time of such 2017
Second Lien Bonds, the provisions of this Indenture shall constitute a contract among the City,
the Trustee and the Owners from time to time of the 2017 Second Lien Bonds.

Section 5.10. Performance of Covenants; Authority. The City shall faithfully
perform at all times to the extent applicable to the City any and all covenants, undertakings,
stipulations and provisions contained in the Series 2017 Bond Ordinance, this Indenture, in any
and every 2017 Second Lien Bond executed, authenticated and delivered under this Indenture,
and in all proceedings pertaining to this Indenture.
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Section 5.11. Arbitrage and Tax Exemption Covenants.

(a) The City will not direct or permit any action which (or fail to take any action the
failure of which) would cause any 2017 Second Lien Bond to be an “arbitrage bond” within the
meaning of the Code, as amended from time to time and as applicable to the 2017 Second Lien
Bonds.

(b) The covenants and agreements of the City set forth in this Section 5.11 shall apply
as long as any of the 2017 Second Lien Bonds continue to bear interest (whether or not they are
Outstanding within the meaning of this Indenture) and shall also apply after the 2017 Second
Lien Bonds cease to bear interest but only within such subsequent period as shall be required for
the City to comply with the covenants of this Section 5.11.

(©) The City (i) will take all actions that are necessary to be taken (and avoid taking
any action that it is necessary to avoid being taken) so that interest on the 2017 Second Lien
Bonds will not be or become subject to federal income taxation under present law, and (ii) will
take all actions reasonably within its power to take that are necessary to be taken (and avoid
taking any actions that are reasonably within its power to avoid taking and that it is necessary to
avoid) so that interest on the 2017 Second Lien Bonds will not be or become includable in gross
income for federal income tax purposes under the federal income tax laws as in effect from time
to time.

(d) The City will, without limitation, (i) to the extent required by the Code, restrict
the yield on investments of amounts received upon the sale of the 2017 Second Lien Bonds and
other amounts, and (ii) timely rebate to the United States of America certain amounts that may
be received as interest or other investment earnings on accounts of the Sewer Revenue Fund, all
as shall be necessary to comply with this Section. The City shall also make or cause to be made
identifiable investments of amounts allocable to the 2017 Second Lien Bonds as shall be
necessary or appropriate to be able to ascertain the amounts that may be required so to be rebated
to the United States of America. The City shall from time to time determine the amounts in
accounts of the Sewer Revenue Fund that shall be subject so to be rebated and those amounts
from time to time shall be held by the City in a rebate account for the 2017 Second Lien Bonds
and shall be rebated to the United States of America in the amounts and at the times as required.
Such amounts so subject from time to time so to be rebated shall not be available for the other
purposes for which the Sewer Revenue Fund and its accounts and sub-accounts established by
this Indenture may be applied, and, for purposes of computing the balance in the Sewer Revenue
Fund and such various accounts shall be disregarded.

(e) The City will not take any of the following actions without in each such event
obtaining the Opinion of Bond Counsel (which may represent the City from time to time in other
matters) that such action will not contravene any covenant of this Indenture and will not make
compliance with those covenants impossible: (i) defease any 2017 Second Lien Bonds; (ii) sell,
lease or otherwise dispose of any material portion of the Sewer System; (iii) enter into or amend
any short-term or long-term contract for sewer service by the City other than pursuant to general
rates charged to the general public; or (iv) enter into or amend any contract or arrangement for
persons other than its employees to manage the Sewer System.
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® The provisions of this Section 5.11 shall not be interpreted to impose upon the
City any obligation to redeem or to purchase any 2017 Second Lien Bonds other than with
proceeds or other amounts available under this Indenture.

Section 5.12. Registered Owner Remedy. Subject to the assignment of rights with
respect to Insured Series 2017 Second Lien Bonds as set forth in Exhibit B, any Owner of a 2017
Second Lien Bond may proceed by civil action to compel performance of all duties required by
this Indenture, including the establishment and collection of sufficient fees, charges and rates for
services supplied by the Sewer System, and the application of Gross Revenues as provided by
this Indenture.

ARTICLE VI

APPOINTMENT AND DUTIES OF TRUSTEE

Section 6.1. Appointment of Trustee. The City appoints Amalgamated Bank of
Chicago, Chicago, Illinois, as Trustee, for the purposes and upon the express terms and
conditions set forth in this Indenture. The acceptance by the Trustee of its appointment shall be
evidenced by its execution and delivery of this Indenture, which shall constitute a representation
and warranty by the Trustee that the Trustee is duly authorized to accept its appointment as
Trustee and perform its duties as Trustee under this Indenture. The City by its delivery and the
Bondholders by their acceptance of delivery of any of the 2017 Second Lien Bonds agree to the
terms set forth in this Indenture.

Section 6.2. No Responsibility for Recitals. The recitals, statements and
representations contained in this Indenture or in the 2017 Second Lien Bonds, except for the
Trustee’s authentication upon the 2017 Second Lien Bonds, shall be taken and construed as
made by and on the part of the City, and not by the Trustee, and the Trustee does not assume,
and shall not have, any responsibility or obligation for the correctness of this Indenture. Nothing
contained in this Section 6.2 shall limit the responsibilities of the Trustee expressly set forth in
this Indenture.

Section 6.3. Limitations on Liability of Trustee.

(a) The Trustee may execute any of the trusts or powers of this Indenture and perform
the duties required under this Indenture by or through attorneys, agents or receivers, and shall be
entitled to, and may rely upon, written advice of counsel concerning all matters of trust and duty
under this Indenture, and the Trustee shall not be answerable for the negligence or misconduct of
any such attorney or agent selected by it with reasonable care. '

(b) The Trustee need perform only those duties that are specifically set forth in this
Indenture and no others. '

(©) The Trustee shall not be answerable for the exercise of any discretion or power
under this Indenture or for anything whatsoever in connection with the trust created by this
Indenture, except only for its own negligence or bad faith.

(d) The Trustee shall not be accountable for the use or application of the proceeds of
any of the 2017 Second Lien Bonds issued under this Indenture.
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Section 6.4. Compensation, Expenses and Advances. The Trustee shall be entitled to
reasonable compensation for its services rendered under this Indenture (not limited by any
provision of law in regard to the compensation of the Trustee of an express trust) and to
reimbursement for its actual out-of-pocket expenses (including the reasonable compensation and
the expenses and disbursements of its agents and counsel) reasonably incurred in connection
therewith except for such expenses incurred as a result of its negligence or bad faith. The City
shall have the right to contest in good faith any fees or expenses of the Trustee without creating a
default under this Indenture.

Section 6.5. Good Faith Reliance. The Trustee in the absence of bad faith on its part
shall be protected and shall incur no liability in acting upon any resolution, notice, request,
consent, waiver, certificate, statement, affidavit, voucher, bond, requisition or other paper or
document or telephonic notice (where authorized by this Indenture) which it shall believe to be
genuine and to have been passed or signed by the proper board, body or person or to have been
prepared and furnished pursuant to any of the provisions of this Indenture, or upon the written
opinion of any attorney, engineer, accountant or other expert, and the Trustee shall be under no
duty to make any investigation or inquiry as to any statements contained or matters referred to in
any such instrument, but may accept and rely upon the same as conclusive evidence of the truth
and accuracy of such statements; provided that the Trustee shall not be so protected if the Trustee
has actual knowledge with respect to such matters to the contrary.

The Trustee shall not be bound to recognize any person as an Owner of 2017 Second
Lien Bonds or to take any action at the request of such person unless satisfactory evidence of the
ownership of such 2017 Second Lien Bond shall be furnished to the Trustee.

Any request or direction of the City as provided in this Indenture shall be sufficiently
evidenced by, and the Trustee may conclusively rely upon, a written instrument from the City
~signed by the Authorized Officer or any person designated to sign on behalf of the Authorized
Officer. As to any fact or circumstance concerning which the Trustee requests verification, the
Trustee may conclusively rely upon a certificate signed by the Authorized Officer or any person
designated to sign on behalf of the Authorized Officer.

Section 6.6. Dealings in 2017 Second Lien Bonds and with City. The Trustee may
buy, sell, own, hold and deal in any of the 2017 Second Lien Bonds issued under this Indenture
for its own account or that of any other person, and may join in any action which any
Bondholder may be entitled to take with like effect as if it did not act in any capacity under this
Indenture. The Trustee, either as principal or agent, also may engage in or be interested in any
financial or other transaction with the City and may act as depository, trustee or agent for any
committee or body of Bondholders secured by this Indenture or other obligations of the City as
freely as if it did not act in any capacity under this Indenture.

Section 6.7. Resignation of Trustee. The Trustee may resign and be discharged of the
trusts created by this Indenture by executing an instrument in writing resigning such trusts and
specifying the date when such resignation shall take effect, and filing the same with the City, not
fewer than 45 days before the date specified in such instrument when such resignation shall take
effect, and by giving Notice by Mail of such resignation, not fewer than 21 days prior to such
resignation date, to the Owners of Outstanding 2017 Second Lien Bonds. Such resignation shall
take effect on the day specified in such instrument and notice, but only if a successor Trustee

-37-



shall have been appointed and shall have accepted the duties of the Trustee set forth as in this
Indenture. After any such resignation, the City shall cause Notice by Mail of such resignation to
be given to the Insurer. If the successor Trustee shall not have been appointed within a period of
90 days following the giving of such notice, then the Trustee shall be authorized to petition any
court of competent jurisdiction to appoint a successor Trustee as provided in Section 6.11 of this
Indenture.

Section 6.8. Removal of Trustee. The Trustee may be removed by the City at any
time by filing with the Trustee an instrument or instruments in writing executed by the City,
appointing a successor. Such removal shall be effective 30 days (or such longer period as may be
set forth in such instrument) after delivery of the instrument; provided that no such removal shall
be effective until the successor Trustee appointed under this Indenture shall execute,
acknowledge and deliver to the City an instrument accepting such appointment under this
Indenture. After any such removal, the City shall cause Notice by Mail of such removal to be
given to the Insurer.

Section 6.9. Appointment of Successor Trustee. If at any time the Trustee shall be
removed, or be dissolved, or if its property or affairs shall be taken under the control of any state
or federal court or administrative body because of insolvency or bankruptcy, or for any other
reason, and if the Trustee shall resign, then a vacancy shall immediately and ipso facto exist in
the office of the Trustee and a successor may be appointed by the City. After any appointment by
the City, it shall cause notice of such appointment to be given to the predecessor Trustee and the
successor Trustee, and shall cause Notice by Mail to be given to all Bondholders and the Insurer.
No such appointment shall be effective until the successor Trustee shall have accepted such
appointment.

Section 6.10. Qualifications of Successor Trustee. Every successor Trustee shall be a
commercial bank with trust powers or a trust company (a) duly organized under the laws of the
United States or any state or territory of the United States, (b) authorized under such laws to
perform all the duties imposed upon it by this Indenture and the laws of the State, (c) capable of
meeting its obligations under this Indenture, (d) subject to supervision or examination by Federal
or state authority, and (e) with combined capital and surplus of at least $50,000,000. If the
Trustee publishes reports of condition at least annually pursuant to law or the requirements of
such authority, then for the purposes of this Section 6.10 the combined capital and surplus of
such corporation shall be deemed to be its combined capital and surplus as set forth in its most
recent report of condition so published.

Section 6.11. Judicial Appointment of Successor Trustee. If the Trustee resigns and
no appointment of a successor Trustee is made pursuant to the foregoing provisions of this
Indenture prior to the date specified in the notice of resignation as the date when such resignation
is to take effect, the retiring Trustee may immediately apply to a court of competent jurisdiction
for the appointment of a successor Trustee. Such court may thereupon, after such notice, if any,
as it may deem proper and prescribe, appoint a successor Trustee meeting the qualifications set
forth in Section 6.10 of this Indenture.

Section 6.12. Acceptance of Trusts by Successor Trustee. In order to evidence the

acceptance of the position of Trustee under this Indenture, any successor Trustee appointed
under this Indenture shall execute, acknowledge and deliver to the City an instrument accepting
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such appointment under this Indenture, and thereupon such successor Trustee, without any
further act, deed or conveyance, shall become duly vested with all the estates, property, rights,
powers, trusts, duties and obligations of its predecessor in the trust under this Indenture, with like
effect as if originally named Trustee in this Indenture. Upon request of such Trustee, such
predecessor Trustee and the City shall execute and deliver an instrument transferring to such
successor Trustee all the estates, property, rights, powers and trusts under this Indenture of such
predecessor Trustee and, subject to the provisions of Section 6.4 of this Indenture, such
predecessor Trustee shall pay over and deliver to the successor Trustee all moneys and other
assets at the time held by it under this Indenture.

Section 6.13. Successor by Merger or Consolidation. Any corporation into which any
Trustee under this Indenture may be merged or converted or with which it may be consolidated,
or any corporation resulting from any merger or consolidation to which any Trustee under this
Indenture shall be a party, or any company to which all or substantially all of the corporate trust
business of the Trustee may be sold or transferred, shall be the successor Trustee under this
Indenture, without the execution or filing of any paper or any further act on the part of the parties
to this Indenture, anything in this Indenture to the contrary notwithstanding.

Section 6.14. Standard of Care; Action by Trustee. Notwithstanding any other
provisions of this Indenture, the Trustee shall exercise such of the rights and powers vested in it
by this Indenture and use the same degree of skill and care in its exercise as a prudent person
would use and exercise under the circumstances in the conduct of his or her own affairs;
provided that the Trustee shall be under no obligation to take any action in respect of the
execution or enforcement of any of the trusts created by this Indenture, or to institute, appear in
or defend any suit or other proceeding in connection with such execution or enforcement, unless
requested in writing so to do by Bondholders of at least a majority in aggregate principal amount
of the 2017 Second Lien Bonds then Outstanding, and, if in its opinion such action may tend to
involve it in expense or liability, unless furnished from time to time as often as it may require,
with security and indemnity satisfactory to it; but the foregoing provision is intended only for the
protection of the Trustee.

Except as otherwise provided in this Indenture, the Trustee need perform only those
duties that are specifically set forth in this Indenture and no others. Nothing in this Section 6.14
shall permit the Trustee to delay the exercise of any mandatory power or direction under this
Indenture.

Section 6.15. Duties of the Trustee. The Trustee covenants and agrees:

(a) to keep such books and records as shall be consistent with prudent industry
practice, and to make such books and records available for inspection by the City at all
reasonable times; and

(b) to provide such information and reports to the Authorized Officer as shall be
reasonably requested by the Authorized Officer.
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ARTICLE VII

AMENDMENTS TO THIS INDENTURE

Section 7.1. Limitations on Amendments to this Indenture. This Indenture shall not
be modified or amended in any respect subsequent to the issuance of the 2017 Second Lien
Bonds except as provided in and in accordance with and subject to the provisions of this
Article VIL.

Section 7.2. Amendments Without Bondholder Consent.

(a) The City and the Trustee may, from time to time and at any time, without the
consent of or notice to the Bondholders, amend this Indenture as follows:

(1) to cure any formal defect, omission, inconsistency or ambiguity in this
Indenture;

(i1) to provide limitations and restrictions in addition to the limitations and
restrictions contained in this Indenture on, the issuance of Second Lien Parity Bonds or
other evidences of indebtedness;

(ili)  to grant to or confer or impose upon the Trustee for the benefit of the
Bondholders any additional rights, remedies, powers, authority, security, liabilities or
duties which may lawfully be granted, conferred or imposed and which are not contrary
to or inconsistent with this Indenture as heretofore in effect, provided that no such
additional liabilities or duties shall be imposed upon the Trustee without its consent;

(iv)  to add to the covenants and agreements of, and limitations and restrictions
upon the City in this Indenture, other covenants, agreements, limitations and restrictions
to be observed by the City which are not contrary to or inconsistent with this Indenture;

(v) to confirm, as further assurance, any pledge under, and the subjection to
any claim, lien or pledge created or to be created by, this Indenture, or of any moneys,
securities or funds;

(vi) to authorize a different denomination or denominations of the 2017
Second Lien Bonds and to make correlative amendments and modifications to this
Indenture regarding exchangeability of 2017 Second Lien Bonds of different
denominations and similar amendments and modifications of a technical nature;

(vii)) to comply with any applicable requirements of the Trust Indenture Act of
1939, as from time to time amended; or

(viil) to modify, alter, amend or supplement this Indenture in any other respect
which is not materially adverse to the Bondholders and which does not involve a change
described in clause (i), (ii) or (ii1) of Section 7.3(a) of this Indenture and which, in the
judgment of the Trustee (which may rely upon an Opinion of Bond Counsel), is not to the
material prejudice of the Trustee. "
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(b) Before the City and the Trustee shall amend this Indenture pursuant to this
Section 7.2, there shall have been delivered to the Trustee an Opinion of Bond Counsel stating
that such amendment is authorized or permitted by this Indenture, complies with the terms of this
Indenture, will, upon the adoption of this Indenture, be valid and binding upon the City in
accordance with its terms and will not adversely affect the exclusion of interest on any 2017
Second Lien Bonds from the gross income of the owners of 2017 Second Lien Bonds for federal
income tax purposes under the Code, and the Trustee may rely conclusively upon such opinion
as to such matters.

Section 7.3. Amendments with Bondholder Consent.

(a) Except for any amendment adopted pursuant to Section 7.2 of this Indenture,
subject to the terms and provisions contained in this Section and not otherwise, the City and the
Trustee may, from time to time, with the written consent of the Insurer and the Bondholders of
more than 50 percent in aggregate principal amount of the 2017 Second Lien Bonds then
Outstanding (excluding therefrom any 2017 Second Lien Bonds then owned by the City), enter
into any Supplemental Indenture deemed necessary or desirable by the City for the purposes of
modifying, altering, amending, supplementing or rescinding, in any particular, any of the terms
or provisions contained in this Indenture; provided that, unless approved in writing by the
Owners of all the 2017 Second Lien Bonds then Outstanding, nothing in this Indenture shall
permit, or be construed as permitting: (i) a change in the times, amounts or currency of payment
of the principal of or interest on any Outstanding 2017 Second Lien Bond, or a reduction in the
principal amount of any Outstanding 2017 Second Lien Bond or the rate of interest on such 2017
Second Lien Bonds, or (ii) a preference or priority of any 2017 Second Lien Bond or 2017
Second Lien Bonds over any other 2017 Second Lien Bond or 2017 Second Lien Bonds, or (iii) a
reduction in the aggregate principal amount of 2017 Second Lien Bonds, the consent of the
Owners of which is required for any such amendment.

(b) If at any time the City shall propose to enter into any Supplemental Indenture for
any of the purposes of the Section, the Trustee shall cause Notice by Mail of the proposed
Supplemental Indenture to be given to all Bondholders owning Outstanding 2017 Second Lien
Bonds. Such notice shall briefly set forth the nature of the proposed Supplemental Indenture and
shall state that a copy of this Indenture is on file at the Principal Office of the Trustee for
inspection by all Bondholders.

(©) Within six months after the date of the first mailing of such notice, the City and
the Trustee may enter into such Supplemental Indenture in substantially the form described in
such notice, but only if there shall have first been delivered to the Trustee (i) the required
consents, in writing, of the Bondholders and the Insurer, and (ii) an Opinion.of Bond Counsel
stating that such Supplemental Indenture is authorized or permitted by this Indenture, complies
with the terms of this Indenture and, upon the execution and delivery of this Indenture, will be
valid and binding upon the City in accordance with its terms and will not adversely affect the
exclusion of interest on any 2017 Second Lien Bonds entitled to such exclusion from the gross
income of the owners of the 2017 Second Lien Bonds for federal income tax purposes under the
Code. The Trustee may rely conclusively upon such opinion as to such matters.

(d) If Owners of not less than the percentage of 2017 Second Lien Bonds required by
this Section shall have consented to and approved the execution and delivery of a Supplemental
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Indenture as provided in this Indenture, no Bondholder shall have any right to object to the
execution and delivery of such Supplemental Indenture, or to object to any of the terms and
provisions contained in such Supplemental Indenture or the operation of such Supplemental
Indenture, or in any manner question the propriety of the execution and delivery of such
Supplemental Indenture, or to enjoin or restrain the City or the Trustee from executing and
‘delivering the same or from taking any action pursuant to the provisions of such Supplemental
Indenture.

(e) The Trustee shall give notice of any proposed amendment or supplement entered
into pursuant to this Section 7.3 at least 15 days in advance of the effectiveness of such
amendment or supplement directly to any Rating Agency having a rating in effect with respect to
the 2017 Second Lien Bonds at an address as shall be provided to the City for such notice.

® The Insurer shall be provided with a transcript of all proceedings relating to the
execution of any amendment or supplement entered into pursuant to this Section 7.3.

Section 7.4. Effect of Supplemental Indenture. Upon the execution and delivery of
any Supplemental Indenture pursuant to the provisions of this Indenture, this Indenture shall be
and be deemed to be, modified and amended in accordance therewith, and the respective rights,
duties and obligations under this Indenture of the City, the Trustee and all Bondholders owning
2017 Second Lien Bonds then Outstanding shall thereafter be determined, exercised and
enforced under this Indenture subject in all respects to such modifications and amendments.

ARTICLE VIII

MISCELLANEOQOUS
Section 8.1. Defeasance.

(a) If the City shall pay or cause to be paid to the Owners of all Outstanding 2017
Second Lien Bonds, the principal or and interest to become due on the 2017 Second Lien Bonds,
at the times and in the manner stipulated in the 2017 Second Lien Bonds and in this Indenture,
then the pledge of any moneys, securities, funds and property pledged by this Indenture and all
other rights granted by this Indenture shall be discharged and satisfied. In such event, the Trustee
shall, upon the request of the City, execute and deliver to the City all such instruments as may be
desirable to evidence such discharge and satisfaction, and the Trustee shall pay over or deliver all
moneys or securities held by it pursuant to this Indenture which are not required for the payment
or redemption of 2017 Second Lien Bonds theretofore surrendered for such payment or
redemption. If the City shall pay or cause to be paid, or there shall otherwise be paid, to the
Owners of any Outstanding 2017 Second Lien Bonds the principal of, redemption premium, if
any, and interest due or to become due on such 2017 Second Lien Bonds, at the times and in the
manner stipulated in the 2017 Second Lien Bonds and in this Indenture, such 2017 Second Lien
Bonds shall cease to be entitled to any benefit or security under this Indenture and all covenants,
agreements and obligations of the City to the Owners of such 2017 Second Lien Bonds shall
thereupon cease, terminate and become void and be discharged and satisfied.

(b) Outstanding 2017 Second Lien Bonds shall, prior to the maturity or redemption
date of such 2017 Second Lien Bonds, be deemed to have been paid as meant and with the effect
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expressed in paragraph (a) of this Section if: (i) in case any of said 2017 Second Lien Bonds are
to be redeemed on any date prior to their maturity, the City shall have given to the Trustee or an
escrow agent in form satisfactory to it irrevocable instructions to give as provided in Article III
notice of redemption on said date of such notice, (ii) there shall have been deposited with or held
by the Trustee or any escrow agent either moneys in an amount which shall be sufficient, or
noncallable, nonprepayable Defeasance Obligations the principal of and the interest on which
when due will provide moneys which, together with the moneys, if any, deposited with or held
by the Trustee or escrow agent at the same time, shall be sufficient to pay when due the principal
of, redemption premium, if any, and interest due and to become due on said 2017 Second Lien
Bonds on and prior to the maturity date or redemption date of such 2017 Second Lien Bonds, as
the case may be, as certified by an independent certified public accountant acceptable to the
Trustee, provided that such certification may be made by the Trustee, escrow agent or an
investment banking firm in connection with a current refunding, and (iii) if any 2017 Second
Lien Bonds do not mature and are not by their terms subject to redemption within the next
succeeding 60 days, the City shall have given the Trustee or escrow agent in form satisfactory to
it irrevocable instructions to provide Notice by Mail, as soon as practicable, to the Owners of
such 2017 Second Lien Bonds that the deposit required by clause (ii) above has been made with
the Trustee or escrow agent and that said 2017 Second Lien Bonds are deemed to have been paid
in accordance with this Section and stating such maturity or redemption date upon which moneys
are to be available for the payment of the principal of, redemption premium, if any, and interest
on said 2017 Second Lien Bonds. Neither Defeasance Obligations nor moneys deposited with the
Trustee or escrow agent pursuant to this Section nor principal or interest payments on any such
Defeasance Obligations shall be withdrawn or used for any purpose other than, and shall be held
in trust for, the payment of the principal of, redemption premium, if any, and interest on said
2017 Second Lien Bonds, and such 2017 Second Lien Bonds not so defeased shall have no right
to such moneys and Defeasance Obligations; but any cash received from such principal or
interest payments on such Defeasance Obligations deposited with the Trustee or escrow agent, if
not then needed for such purpose, shall to the extent practicable, be reinvested in Defeasance
Obligations maturing at times and in amounts sufficient to pay when due the principal of,
redemption premium, if any, and interest to become due on said 2017 Second Lien Bonds on and
prior to such redemption date or maturity date of such 2017 Second Lien Bonds, as the case may
be, and interest earned from such reinvestments shall be paid over to the City free and clear of
any trust, lien or pledge.

© Nothing in this Indenture shall prohibit any deposit of Defeasance Obligations, as
provided in paragraph (b) above, from being subject to a subsequent sale of such Defeasance
Obligations and reinvestment of all or a portion of the proceeds of that sale in Defeasance
Obligations which, together with money to remain so held in trust with the Trustee or escrow
agent, shall be sufficient to provide for the payment of the principal of and interest on any 2017
Second Lien Bonds deemed to have been paid as provided in paragraph (b) above. Amounts held
by the Trustee or escrow agent in excess of the amounts needed so to provide for the payment of
such 2017 Second Lien Bonds may be subject to withdrawal by the City for deposit in the Sewer
Revenue Fund.

Section 8.2. Parties in Interest. Except as otherwise specifically provided in this
Indenture, nothing in this Indenture expressed or implied is intended or shall be construed to
confer upon or to give or grant to any person, or entity other than the City, the Trustee, and the
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Bondholders any right, remedy or claim under or by reason of this Indenture, or as any covenant,
condition or stipulation of this Indenture, and all covenants, stipulations, promises, and
agreements in this Indenture contained by and on behalf of the City shall be for the sole and
exclusive benefit of the City, the Trustee and the Bondholders.

Section 8.3. Severability. If any one or more of the provisions of this Indenture or of
the 2017 Second Lien Bonds issued under this Indenture shall, for any reason be held to be
illegal or invalid, such illegality or invalidity shall not affect any other provisions of this
Indenture or such 2017 Second Lien Bonds, and this Indenture and such 2017 Second Lien
Bonds shall be construed and enforced as if such illegal or invalid provision or prov1s1ons had
not been contained in this Indenture or such 2017 Second Lien Bonds.

Section 8.4. No Personal Liability of Officials of City. No covenant or agreement
contained in the 2017 Second Lien Bonds or in this Indenture shall be deemed to be the covenant
or agreement of any official, officer, agent or employee of the City in his or her individual
capacity, and neither the members of the City Council nor any official executing the 2017
Second Lien Bonds shall be liable personally on the 2017 Second Lien Bonds or this Indenture,
or be subject to any personal liability or accountability by reason of the issuance of the 2017
Second Lien Bonds or the execution and delivery of the 2017 Second Lien Bonds or this
Indenture.

Section 8.5. Countei‘parts. This Indenture may be executed in any number of
counterparts, each of which, when so executed and delivered, shall be an original; but such
counterparts shall together constitute but one and the same Indenture.

Section 8.6. Governing Law. The laws of the State shall govern the construction and
enforcement of this Indenture and of all 2017 Second Lien Bonds issued under this Indenture,

Section 8.7. Notices. Except as otherwise provided in this Indenture, all notices,
certificates, requests, requisitions or other communications by the City, the Trustee or the Insurer
pursuant to this Indenture shall be in writing and shall be sufficiently given and shall be deemed
given when sent by facsimile, followed by hard copy mailed by first class mail, postage prepaid,
addressed as follows: if to the City, at the City Hall, Department of Finance, 121 North LaSalle
Street, 7th Floor, Chicago, Illinois 60602, Attention: Chief Financial Officer; if to the Trustee, at
30 North LaSalle Street, 38th Floor, Chicago, Illinois 60602, Attention: Corporate Trust
Department; and if to the Insurer, at the address specified in Exhibit B hereto. Any of the
foregoing may, by notice given under this Indenture to each of the others, designate any further
or different addresses to which subsequent notices, -certificates, requests or other
communications shall be sent under this Indenture, including without limitation, telephonic,
facsimile or other similar forms of notice.

Section 8.8. Business Days and Times. If the date for making any payment or the last
date for performance of any act or the exercising of any right, as provided in this Indenture, shall
not be a Business Day, such payment may be made or act performed or right exercised on the
next succeeding Business Day, with the same force and effect as if done on the nominal date
provided in this Indenture, and no interest shall accrue for the period after such nominal date.
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Section 8.9. Partial Validity. If any section, paragraph, clause or provision of this
Indenture shall be held invalid, the invalidity of such section, paragraph, clause or provisions
shall not affect any of the other provisions of this Indenture.

Section 8.10. Subject to Bond Ordinance. Each trust indenture for each series of the

Outstanding Second Lien Bonds is subject to the bond ordinance authorizing such series. This
Indenture is subject to the Series 2017 Bond Ordinance.
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IN WITNESS WHEREOF, the City of Chicago has caused this Indenture to be executed by
its Chief Financial Officer, attested by its City Clerk or its Deputy City Clerk and its corporate
seal to be affixed to this Indenture; and the Trustee has caused this Indenture to be executed by
one of its Authorized Officers, all as of the day and year first above written.

CwCAGO
|\ Carole L. Brown
Chief Financial Officer

[Seal]

D U Vo

Andrea M. Valencia
City Clerk

[Indenture]



AMALGAMATED BANK OF CHICAGO,
as Trustee

@1/}/ nd //ﬂ

Title: \\/

[Indenture]



EXHIBIT A

Forms of 2017 Second Lien Bonds

A. Forms Generally. The 2017 Second Lien Bonds, the Certificate of
Authentication and the Form of Assignment to be printed on each of the 2017 Second Lien
Bonds shall be substantially in the respective form for either the 2017A Second Lien Bonds or
the 2017B Second Lien Bonds, as appropriate, set forth in this Exhibit A with such appropriate
insertions, omissions, substitutions, series designations, and other variations as are permitted or
required by this Indenture and may have such letters, numbers or other marks of identification
(including identifying numbers and letters of the Committee on Uniform Securities Identification
Procedures of the American Bankers Association) and such legends and endorsements (including
any reproduction of an Opinion of Bond Counsel) thereon as may, consistently herewith, be
established by the City or determined by the officers executing such 2017 Second Lien Bonds as
evidenced by their execution of this Indenture.

The definitive 2017 Second Lien Bonds shall be printed, lithographed, typewritten or
engraved, produced by any combination of these methods, or produced in any other similar
manner, all as determined by the officers executing such 2017 Second Lien Bonds as evidenced
by their execution of this Indenture, but any temporary 2017 Second Lien Bond may be
typewritten or photocopied or otherwise reproduced.

B. Form of 2017A Second Lien Bonds. The Form of the 2017A Second Lien
Bonds shall be substantially as follows:
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UNLESS THIS CERTIFICATE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF
THE DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION (“DTC”), TO THE ISSUER OR ITS
AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY CERTIFICATE ISSUED
IS REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF DTC (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH
OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC), ANY TRANSFER,
PLEDGE, OR OTHER USE OF THIS CERTIFICATE FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS
WRONGFUL INASMUCH AS THE REGISTERED OWNER OF THIS CERTIFICATE, CEDE & CO., HAS AN
INTEREST IN THIS CERTIFICATE. :

REGISTERED PRINCIPAL AMOUNT
No.RA- $
CUSIP No.

UNITED STATES OF AMERICA

STATE OF ILLINOIS
CITY OF CHICAGO
Second Lien Wastewater Transmission Revenue Bond,
Project Series 2017A
MATURITY DATE: January 1,20 __ DATED: June 21, 2017
INTERESTRATE: % OWNER: Cede & Co.

The City of Chicago (the “City”) by this bond acknowledges itself to owe and, for
value received, by this bond promises to pay to the Owner (named above) or registered assigns
(such Owner or assigns being referred to in this 2017A Second Lien Bond as the Bondholder),
on the Maturity Date (identified above), upon the presentation and surrender of this bond as set
forth below, the Principal Amount (stated above) and interest on said Principal Amount from and
including the most recent Interest Payment Date (as described below) with respect to which
interest has been paid or duly provided for, until payment of said Principal Amount has been
made or duly provided for, at the interest rate specified above, computed on the basis of a 360-
day year consisting of twelve 30-day months, payable on January 1 and July 1 of each year,
commencing January 1, 2018. The principal and redemption price of this bond is payable at the
principal ‘corporate trust office of Amalgamated Bank of Chicago, in the City of Chicago,
Illinois, or its successors or assigns, as Trustee (the “Trustee”). The interest so payable on any
Interest Payment Date will, subject to certain exceptions provided in the Indenture (as defined
herein), be paid to the person in whose name this bond is registered at the close of business on
the applicable Record Date (the December 15 preceding each January 1 and the June 15
preceding each July 1) preceding such Interest Payment Date. Interest on this bond is payable by
the Trustee in the manner provided in the Indenture. '
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This bond is one of the duly authorized series of Second Lien Wastewater
Transmission Revenue Bonds of the City of Chicago designated as the “Second Lien Wastewater
Transmission Revenue Bonds, Project Series 2017A” (the “2017A Second Lien Bonds”), issued
under and pursuant to the City’s powers as a home rule unit under Article VII of the Illinois
Constitution of 1970, an ordinance duly adopted by the City Council of the City on January 13,
2016, and a Trust Indenture, dated as of June 1, 2017, from the City to the Trustee (the
“Indenture”), for the purposes of (i) financing or reimbursing the City for its payment of certain
Project Costs, and (ii) paying Costs of Issuance of the 2017A Second Lien Bonds.

Any term used but not defined in this 2017A Second Lien Bond shall be defined
as provided in the Indenture.

The 2017A Second Lien Bonds are legal, valid and binding limited obligations of
the City having a claim for payment of principal and interest solely from certain moneys and
securities held by the Trustee under the provisions of the Indenture and, together with any other
Second Lien Bonds Outstanding, from Second Lien Bond Revenues and from amounts on
deposit in the Second Lien Construction Accounts, and are valid claims of their owners only
against the moneys and securities held by the Trustee with respect to the 2017A Second Lien
Bonds and against Second Lien Bond Revenues and amounts on deposit in the Second Lien
Construction Accounts, all on an equal and ratable basis with any Second Lien Bonds which may
be issued and Outstanding from time to time. The 2017A Second Lien Bonds and the interest on
them do not constitute an indebtedness of the City within the meaning of any constitutional or
statutory provision or limitation as to indebtedness and shall have no claim to be paid from taxes
of the City.

Bondholders must surrender 2017A Second Lien Bonds to the Trustee to collect
principal. All payments of interest on the 2017A Second Lien Bonds shall be paid by the Trustee
to Bondholders of record as shown on the registration books kept by the Trustee on the
applicable Record Date. Such interest shall be paid on the Interest Payment Date or special
interest payment date, as applicable, by clearinghouse funds check or draft mailed (or under
certain circumstances, by wire transfer of immediately available funds made) on the Interest
Payment Date to the persons entitled to such payment at such address appearing on the
registration books of the Trustee or at such other address as has been furnished to the Trustee in
writing by such person. Principal and interest will be paid in money of the United States that at
the time of payment is legal tender for payment of public and private debts. If any payment on
any 2017A Second Lien Bonds is due on a day other than a Business Day, it will be made on the
next Business Day, and no interest will accrue as a result. Business Day means any day of the
year on which banks located in the city in which is located the Principal Office of the Trustee are
not required or authorized to remain closed and on which The New York Stock Exchange is not
closed.

The 2017A Second Lien Bonds are issuable in fully registered form without
coupons in Authorized Denominations. A Bondholder may transfer or exchange 2017A Second
Lien Bonds in accordance with the Indenture. The Trustee may exchange 2017A Second Lien
Bonds in accordance with the Indenture. The Trustee may require a Bondholder, among other
things, to furnish appropriate endorsements and transfer documents and to pay any taxes and fees
required by law or permitted by the Indenture. The 2017A Second Lien Bonds may be
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exchanged for other 2017A Second Lien Bonds at the Principal Office of the Trustee upon the
terms set forth in the Indenture.

The registered Bondholder of this 2017A Second Lien Bond shall be treated as
the owner of this 2017A Second Lien Bond for all purposes.

The 2017A Second Lien Bonds maturing on and afier January 1, 2028 are subject
to redemption prior to maturity at the option of the City, at any time on or after January 1, 2027,
as a whole or in part and, if in part, in such order of maturity as the City shall determine and
within any maturity shall be selected at random by the Trustee in such manner as the Trustee in
its discretion may deem fair and appropriate, in Authorized Denominations, at a price of par plus
accrued interest to the redemption date. The 2017A Second Lien Bonds maturing on January 1,
2042, January 1, 2047 and January 1, 2052 are subject to mandatory sinking fund redemption on
January 1 of the years and in the amounts provided in the Indenture.

Under the Indenture, the Trustee is required to mail copies of notice of any
redemption, containing the information specified in the Indenture, by first-class mail, postage
prepaid, not more than 60 and not less than 30 days before the date fixed for redemption, to the
owners of the 2017A Second Lien Bonds to be redeemed at their addresses as shown on the
registration books of the City maintained by the Trustee. Failure to give notice of redemption by
mail to any particular owner, or any defect in such notice, shall not affect the validity of any
proceedings for the redemption of 2017A Second Lien Bonds for which such notice has been
properly given.

If, on the date fixed for redemption, moneys for the redemption of all the 2017A
Second Lien Bonds or portions of 2017A Second Lien Bonds to be redeemed, together with
interest to the redemption date, are held by the Trustee so as to be available on said date and if
notice of redemption has been given as provided in the Indenture, then, from and after the date
fixed for redemption, interest on the 2017A Second Lien Bonds or portions of 2017A Second
Lien Bonds to be redeemed so called for redemption shall cease to accrue and become payable.
If said moneys shall not be so available on the date fixed for redemption, such 2017A Second
Lien Bonds or portions of 2017A Second Lien Bonds shall continue to bear interest until paid at
the same rate as they would have borne had they not been called for redemption.

If moneys for the payment of principal or interest remains unclaimed for two
years, the Trustee will, upon the request of the City, pay such moneys to or for the account of the
City. Thereafter, Bondholders entitled to such moneys must look only to the City and not to the
Trustee for payment.

Subject to certain exceptions, the Indenture may be amended or supplemented,
with the consent of the holders of more than 50 percent in aggregate principal amount of the
2017A Second Lien Bonds Outstanding. Without the consent of any Bondholder, the City and
the Trustee may enter into amendments or supplements to the Indenture as provided in the
Indenture to, among other purposes, cure any ambiguity, omission, formal defect or
inconsistency, or to make any change that does not materially adversely affect the rights of any
Bondholder.
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Provision for payment of all or any portion of the 2017A Second Lien Bonds may
be made, and the Indenture may be discharged, prior to payment of the 2017A Second Lien
Bonds in the manner provided in the Indenture.

Any registered owner of a 2017A Second Lien Bond may proceed by civil action
to compel performance of all duties required by the Indenture. The Trustee may refuse to enforce
the Indenture or the 2017A Second Lien Bonds unless it receives indemnity satisfactory to it.

An official, officer, agent or employee, as such, of the City shall not have any
liability for any obligations of the City under the 2017A Second Lien Bonds or the Indenture or
for any claim based on such obligations or their creation. Each Bondholder by accepting a 2017A
Second Lien Bond waives and releases all such liability. The waiver and release are part of the
consideration for the issue of the 2017A Second Lien Bonds.

This 2017A Second Lien Bond shall not be valid until the Trustee executes the
certificate of authentication on this 2017A Second Lien Bond.

It 1s certified, recited and declared that all acts, conditions and things required by
the Constitution and laws of the State to exist, to have happened and to have been performed,
precedent to and in the execution and delivery of the Indenture and the issuance of this bond, do
exist, have happened and have been performed in regular and due form and time as required by
law.
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IN WITNESS WHEREOF, the City of Chicago has caused the seal of the City to be
impressed or reproduced on this Bond and this Bond to be signed by the manual or facsimile
signature of the Mayor and attested by the manual or facsimile signature of the City Clerk or the
Deputy City Clerk.

CITY OF CHICAGO

Rahm Emanuel
Mayor

[Seal]

Attest:

Andrea M. Valencia
City Clerk

Dated: June _ , 2017
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CERTIFICATE OF AUTHENTICATION

This is to certify that this 2017A Second Lien Bond is one of the 2017A Second Lien
Bonds described in the within-mentioned Indenture.

AMALGAMATED BANK OF CHICAGO,

as Trustee

By:

Authorized Officer

Date:
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ASSIGNMENT

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

UNIF GIFT MIN ACT—
TEN COM  -- as tenants in common Custodian
TENANT -- as tenants by the entireties
(Cust) (Minor)

JT TEN -- as joint tenants with right of under Uniform Gifts to Minors

survivorship and not as tenants in Act

common

(State)

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

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

(Name and Address of Assignee)

this Bond of the City of Chicago and irrevocably constitutes and appoints

to transfer said 2017A Second Lien Bond on the books kept for registration thereof with full
power of substitution in the premises. '

Dated:
Signature:
Signature Guaranteed:

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



STATEMENT OF INSURANCE

[TO BE INCLUDED ON INSURED BONDS ONLY]

Assured Guaranty Municipal Corp. (“AGM”), New York, New York, has delivered its municipal
bond insurance policy (the “Policy’) with respect to the scheduled payments due of principal of
and interest on the Bonds maturing on January 1, 2042 and January 1, 2052 inclusive (the
“Insured Series 2017 Second Lien Bonds”), to Amalgamated Bank of Chicago, Chicago, Illinois,
or its successor, as paying agent for the Insured Series 2017 Second Lien Bonds (the “Paying
Agent”). Said Policy is on file and available for inspection at the principal office of the Paying
Agent and a copy thereof may be obtained from AGM or the Paying Agent. All payments
required to be made under the Policy shall be made in accordance with the provisions thereof.
The owner of this Bond acknowledges and consents to the subrogation and other rights of AGM
as more fully set forth in the Policy and the Indenture.
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C. Form of 2017B Second Lien Bonds. The Form of the 2017B Second Lien
Bonds shall be substantially as follows:

UNLESS THIS CERTIFICATE 1S PRESENTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITORY TRUST COMPANY, A NEW YORK
CORPORATION (“DTC”), TO THE ISSUER OR ITS AGENT FOR
REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY
CERTIFICATE ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR IN
SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC (AND ANY PAYMENT IS MADE TO CEDE & CO.
OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC), ANY TRANSFER, PLEDGE, OR OTHER USE OF
THIS CERTIFICATE FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS
WRONGFUL INASMUCH AS THE REGISTERED OWNER OF THIS
CERTIFICATE, CEDE & CO., HAS AN INTEREST IN THIS CERTIFICATE.

REGISTERED PRINCIPAL AMOUNT
No.RB-__ $
CUSIP No.

UNITED STATES OF AMERICA

STATE OF ILLINOIS
CITY OF CHICAGO
Second Lien Wastewater Transmission Revenue Bond,
Refunding Series 2017B
MATURITY DATE: January 1,20 DATED: June 21, 2017
INTEREST RATE: % OWNER: Cede & Co.

The City of Chicago (the “City”) by this bond acknowledges itself to owe and, for
value received, by this bond promises to pay to the Owner (named above) or registered assigns
(such Owner or assigns being referred to in this 2017B Second Lien Bond as the Bondholder), on
the Maturity Date (identified above), upon the presentation and surrender of this bond as set forth
below, the Principal Amount (stated above) and interest on said Principal Amount from and
including the most recent Interest Payment Date (as described below) with respect to which
interest has been paid or duly provided for, until payment of said Principal Amount has been
made or duly provided for, at the interest rate specified above, computed on the basis of a 360-
day year consisting of twelve 30-day months, payable on January 1 and July 1 of each year,
commencing January 1, 2018. The principal and redemption price of this bond is payable at the
principal corporate trust office of Amalgamated Bank of Chicago, in the City of Chicago,
Illinois, or its successors or assigns, as Trustee (the “Trustee”). The interest so payable on any
Interest Payment Date will, subject to certain exceptions provided in the Indenture (as defined
herein), be paid to the person in whose name this bond is registered at the close of business on
the applicable Record Date (the December 15 preceding each January 1 and the June 15
preceding each July 1) preceding such Interest Payment Date. Interest on this bond is payable by
the Trustee in the manner provided in the Indenture. ‘
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This bond is one of the duly authorized series of Second Lien Wastewater
Transmission Revenue Bonds of the City of Chicago designated as the “Second Lien Wastewater
Transmission Revenue Bonds, Refunding Series 2017B” (the “2017B Second Lien Bonds™),
issued under and pursuant to the City’s powers as a home rule unit under Article VII of the
Illinois Constitution of 1970, an ordinance duly adopted by the City Council of the City on
January 13, 2016, and a Trust Indenture, dated as of June 1, 2017, from the City to the Trustee
(the “Indenture”), for the purposes of (i) refunding certain Outstanding Second Lien
Wastewater Transmission Revenue Bonds of the City (the “Refunded Bonds”) and (ii) paying
Costs of Issuance of the 2017B Second Lien Bonds.

Any term used but not defined in this 2017B Second Lien Bond shall be defined
as provided in the Indenture.

The 2017B Second Lien Bonds are legal, valid and binding limited obligations of
the City having a claim for payment of principal and interest solely from certain moneys and
securities held by the Trustee under the provisions of the Indenture and, together with any other
Second Lien Bonds Outstanding, from Second Lien Bond Revenues and from amounts on
deposit in the Second Lien Construction Accounts, and are valid claims of their owners only
against the moneys and securities held by the Trustee with respect to the 2017B Second Lien
Bonds and against Second Lien Bond Revenues and amounts on deposit in the Second Lien
Construction Accounts, all on an equal and ratable basis with any Second Lien Bonds which may
be issued and Outstanding from time to time. The 2017B Second Lien Bonds and the interest on
them do not constitute an indebtedness of the City within the meaning of any constitutional or
statutory provision or limitation as to indebtedness and shall have no claim to be paid from taxes
of the City.

Bondholders must surrender 2017B Second Lien Bonds to the Trustee to collect
principal. All payments of interest on the 2017B Second Lien Bonds shall be paid by the Trustee
to Bondholders of record as shown on the registration books kept by the Trustee on the
applicable Record Date. Such interest shall be paid on the Interest Payment Date or special
interest payment date, as applicable, by clearinghouse funds check or draft mailed (or under
certain circumstances, by wire transfer of immediately available funds made) on the Interest
Payment Date to the persons entitled to such payment at such address appearing on the
registration books of the Trustee or at such other address as has been furnished to the Trustee in
writing by such person. Principal and interest will be paid in money of the United States that at
the time of payment is legal tender for payment of public and private debts. If any payment on
any 2017B Second Lien Bonds is due on a day other than a Business Day, it will be made on the
next Business Day, and no interest will accrue as a result. Business Day means any day of the
year on which banks located in the city in which is located the Principal Office of the Trustee are
not required or authorized to remain closed and on which The New York Stock Exchange is not
closed.

The 2017B Second Lien Bonds are issuable in fully registered form without
coupons in Authorized Denominations. A Bondholder may transfer or exchange 2017B Second
Lien Bonds in accordance with the Indenture. The Trustee may exchange 2017B Second Lien
Bonds in accordance with the Indenture. The Trustee may require a Bondholder, among other
things, to furnish appropriate endorsements and transfer documents and to pay any taxes and fees
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required by law or permitted by the Indenture. The 2017B Second Lien Bonds may be exchanged
for other 2017B Second Lien Bonds at the Principal Office of the Trustee upon the terms set
forth in the Indenture.

The registered Bondholder of this 2017B Second Lien Bond shall be treated as the
owner of this 2017B Second Lien Bond for all purposes.

The 2017B Second Lien Bonds maturing on and after January 1, 2028 are subject
to redemption prior to maturity at the option of the City, at any time on or after January 1, 2027,
as a whole or in part and, if in part, in such order of maturity as the City shall determine and
within any maturity shall be selected at random by the Trustee in such manner as the Trustee in
its discretion may deem fair and appropriate, in Authorized Denominations, at a price of par plus
accrued interest to the redemption date.

Under the Indenture, the Trustee is required to mail copies of notice of any
redemption, containing the information specified in the Indenture, by first-class mail, postage
prepaid, not more than 60 and not less than 30 days before the date fixed for redemption, to the
owners of the 2017B Second Lien Bonds to be redeemed at their addresses as shown on the
registration books of the City maintained by the Trustee. Failure to give notice of redemption by
mail to any particular owner, or any defect in such notice, shall not affect the validity of any
proceedings for the redemption of 2017B”Second Lien Bonds for which such notice has been
properly given.

If, on the date fixed for redemption, moneys for the redemption of all the 2017B
Second Lien Bonds or portions of 2017B Second Lien Bonds to be redeemed, together with
interest to the redemption date, are held by the Trustee so as to be available on said date and if
notice of redemption has been given as provided in the Indenture, then, from and after the date
fixed for redemption, interest on the 2017B Second Lien Bonds or portions of 2017B Second
Lien Bonds to be redeemed so called for redemption shall cease to accrue and become payable.
If said moneys shall not be so available on the date fixed for redemption, such 2017B Second
Lien Bonds or portions of 2017B Second Lien Bonds shall continue to bear interest until paid at
the same rate as they would have borne had they not been called for redemption.

If moneys for the payment of principal or interest remains unclaimed for two
years, the Trustee will, upon the request of the City, pay such moneys to or for the account of the
City. Thereafter, Bondholders entitled to such moneys must look only to the City and not to the
Trustee for payment.

Subject to certain exceptions, the Indenture may be amended or supplemented,
with the consent of the holders of more than 50 percent in aggregate principal amount of the
2017B Second Lien Bonds Outstanding. Without the consent of any Bondholder, the City and
the Trustee may enter into amendments or supplements to the Indenture as provided in the
Indenture to, among other purposes, cure any ambiguity, omission, formal defect or
inconsistency, or to make any change that does not materially adversely affect the rights of any
Bondholder.
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Provision for payment of all or any portion of the 2017B Second Lien Bonds may
be made, and the Indenture may be discharged, prior to payment of the 2017B Second Lien
Bonds in the manner provided in the Indenture.

Any registered owner of a 2017B Second Lien Bond may proceed by civil action
to compel performance of all duties required by the Indenture. The Trustee may refuse to enforce
the Indenture or the 2017B Second Lien Bonds unless it receives indemnity satisfactory to it.

An official, officer, agent or employee, as such, of the City shall not have any
liability for any obligations of the City under the 2017B Second Lien Bonds or the Indenture or
for any claim based on such obligations or their creation. Each Bondholder by accepting a 2017B
Second Lien Bond waives and releases all such liability. The waiver and release are part of the
consideration for the issue of the 2017B Second Lien Bonds.

This 2017B Second Lien Bond shall not be valid until the Trustee executes the
certificate of authentication on this 2017B Second Lien Bond.

It is certified, recited and declared that all acts, conditions and things required by
the Constitution and laws of the State to exist, to have happened and to have been performed,
precedent to and in the execution and delivery of the Indenture and the issuance of this bond, do
exist, have happened and have been performed in regular and due form and time as required by
law.
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IN WITNESS WHEREOF, the City of Chicago has caused the seal of the City to be
impressed or reproduced on this Bond and this Bond to be signed by the manual or facsimile
signature of the Mayor and attested by the manual or facsimile signature of the City Clerk or the
Deputy City Clerk.

CI1TY OF CHICAGO
Rahm Emanuel
Mayor

[Seal] -

Attest:

Andrea M. Valenica
City Clerk
Dated: , 2017




CERTIFICATE OF AUTHENTICATION

This is to certify that this 2017B Second Lien Bond is one of the 2017B Second Lien
Bonds described in the within-mentioned Indenture.

AMALGAMATED BANK OF CHICAGO,
as Trustee

By:

Authorized Officer

Date:




ASSIGNMENT

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

UNIF GIFT MIN ACT—
TEN COM  -- as tenants in common Custodian
TENANT -- as tenants by the entireties
(Cust) (Minor)
JT TEN -- as joint tenants with right of under Uniform Gifts to Minors
survivorship and not as tenants in Act

common

(State)

Additional abbreviations may also be used
though not in the above list.
FOR VALUE RECEIVED, the undersigned sells, assigns and transfers unto

(Name and Address of Assignee)

this Bond of the City of Chicago and irrevocably constitutes and appoints

to transfer said 2017B Second Lien Bond on the books kept for registration thereof with full
power of substitution in the premises.

Dated:

Signature:

Signature Guaranteed:

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



EXHIBIT B

PROVISIONS APPLICABLE TO
INSURED SERIES 2017 SECOND LIEN BONDS

Notwithstanding anything to the contrary set forth in this Indenture, the following

provisions shall apply to the Insured Series 2017 Second Lien Bonds for so long as the Insured
Series 2017 Second Lien Bonds are “Outstanding” within the meaning established by (i) below,
subject, however, to the provisions of the last paragraph of this Exhibit B.

(a)

(b)

The Insurer shall be deemed to be the sole holder of the Insured Series 2017 Second Lien
Bonds for the purpose of exercising any voting right or privilege or giving any consent or
direction or taking any other action that the holders of the Insured Series 2017 Second Lien
Bonds (the “Insured Bondholders™) are entitled to take pursuant to the Indenture pertaining
to (i) defaults and remedies and (i1) the duties and obligations of the Trustee (with respect
to the Insured Series 2017 Second Lien Bonds). In furtherance thereof and as a term of the
Indenture and each Insured Series 2017 Second Lien Bond, each Insured Bondholder
appoints the Insurer as its agent and attorney-in-fact with respect to the Insured Series
2017 Second Lien Bonds and agrees that the Insurer may at any time during the
continuation of any proceeding by or against the City under the United States Bankruptcy
Code or any other applicable bankruptcy, insolvency, receivership, rehabilitation or similar
law (an “Insolvency Proceeding”) direct all matters relating to such Insolvency Proceeding,
including without limitation (A) all matters relating to any claim or enforcement
proceeding in connection with an Insolvency Proceeding (a “Claim”), (B) the direction of
any appeal of any order relating to any Claim, (C) the posting of any surety, supersedeas or
performance bond pending any such appeal, and (D) the right to vote to accept or reject
any plan of adjustment. In addition, each Insured Bondholder delegates and assigns to the
Insurer, to the fullest extent permitted by law, the rights of each Insured Bondholder in the
conduct of any Insolvency Proceeding, including, without limitation, all rights of any party

. to an adversary proceeding or action with respect to any court order issued in connection

with any such Insolvency Proceeding. The Trustee acknowledges such appointment,
delegation and assignment by each Insured Bondholder for the Insurer’s benefit, and
agrees to cooperate with the Insurer in taking any action reasonably necessary or
appropriate in connection with such appointment, delegation and assignment. Remedies
granted to the Insured Bondholders shall expressly include mandamus, but these provisions
shall not create any remedy not otherwise expressly granted by the Indenture.

The maturity of Insured Series 2017 Second Lien Bonds shall not be accelerated without
the consent of the Insurer and in the event the maturity of the Insured Series 2017 Second
Lien Bonds is accelerated, the Insurer may elect, in its sole discretion, to pay accelerated
principal and interest accrued, on such principal to the date of acceleration (to the extent
unpaid by the City) and the Trustee shall be required to accept such amounts. Upon
payment of such accelerated principal and interest accrued to the acceleration date as
provided above, the Insurer's obligations under the Insurance Policy with respect to such
Insured Series 2017 Second Lien Bonds shall be fully discharged.



(c)

(d)
(e)

®

(2

(h)

)

No grace period for a covenant default shall exceed 30 days or be extended for more than
60 days, without the prior written consent of the Insurer. No grace period shall be
permitted for payment defaults.

The Insurer is a third party beneficiary to the Indenture.

The exercise of any provision of the Indenture which permits the purchase of Insured
Series 2017 Second Lien Bonds in lieu of redemption shall require the prior written
approval of the Insurer if any Insured Series 2017 Second Lien Bond so purchased is not
cancelled upon purchase.

Any amendment, supplement, modification to, or waiver of, the Indenture that requires the
consent of Insured Bondholders or adversely affects the rights and interests of the Insurer
shall be subject to the prior written consent of the Insurer.

Unless the Insurer otherwise directs, upon the occurrence and continuance of an event of
default or an event which with notice or lapse of time would constitute an event of default,
amounts on deposit in the Construction Account: 2017 Second Lien Bonds (as applicable)
shall not be disbursed, but shall instead be applied to the payment of debt service or
redemption price of the Insured Series 2017 Second Lien Bonds.

The rights granted to the Insurer under the Indenture to request, consent to or direct any
action are rights granted to the Insurer in consideration of its issuance of the Insurance
Policy. Any exercise by the Insurer of such rights is merely an exercise of the Insurer’s
contractual rights and shall not be construed or deemed to be taken for the benefit, or on
behalf, of the Insured Bondholders and such action does not evidence any position of the
Insurer, affirmative or negative, as to whether the consent of the Insured Bondholders or
any other person is required in addition to the consent of the Insurer.

Only (1) cash, (2) non-callable direct obligations of the United States of America
(“Treasuries™), (3) evidences of ownership of proportionate interests in future interest and
principal payments on Treasuries held by a bank or trust company as custodian, under
which the owner of the investment is the real party in interest and has the right to proceed
directly and individually against the obligor and the underlying Treasuries are not available
to any person claiming through the custodian or to whom the custodian may be obligated,
(4) subject to the prior written consent of the Insurer, pre-refunded municipal obligations
rated “AAA” and “Aaa” by S&P and Moody’s, respectively, or (5) subject to the prior
written consent of the Insurer, securities eligible for “AAA” defeasance under then existing
criteria of S & P or any combination thereof, shall be used to effect defeasance of the
Insured Series 2017 Second Lien Bonds unless the Insurer otherwise approves. —

To accomplish defeasance, the City shall cause to be delivered (i) a report of an
independent firm of nationally recognized certified public accountants or such other
accountant as shall be acceptable to the Insurer (“Accountant”) verifying the sufficiency
of the escrow established to pay the Insured Series 2017 Second Lien Bonds in full on the
maturity or redemption date (“Verification”), (i1) an Escrow Deposit Agreement (which
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0)

(k)

)

shall be acceptable in form and substance to the Insurer), (iii) an opinion of nationally
recognized bond counsel to the effect that the Insured Series 2017 Second Lien Bonds are
no longer “Outstanding” under the Indenture and (iv) a certificate of discharge of the
Trustee with respect to the Insured Series 2017 Second Lien Bonds; each Verification
and defeasance opinion shall be acceptable in form and substance, and addressed, to the
City, the Trustee and the Insurer. The Insurer shall be provided with final drafts of the
above-referenced documentation not less than five business days prior to the funding of
the escrow.

Insured Series 2017 Second Lien Bonds shall be deemed “Outstanding” under the
Indenture, and the rights granted to the Insurer shall remain in effect (subject to the
absence of the occurrence and continuance of a default by the Insurer of its obligations as
set forth in the introduction to this section) unless and until the City has paid the Insurer
in full for any payment of principal of or interest on the Insured Series 2017 Second Lien
Bonds made by the Insurer, and there are no other amounts due or owing to the Insurer.

Amounts paid by the Insurer under the Insurance Policy shall not be deemed paid for
purposes of the Indenture and the Insured Series 2017 Second Lien Bonds relating to such
payments shall remain Outstanding and continue to be due and owing until paid by the
City in accordance with the Indenture. The Indenture shall not be discharged unless all
amounts due or to become due to the Insurer have been paid in full or duly provided for.

Each of the City and the Trustee covenant and agree to take such action (including, as
applicable, filing of UCC financing statements and continuations thereof) as is necessary
from time to time to preserve the priority of the pledge of the Trust Estate under applicable
law. '

Claims Upon the Insurance Policy and Payments by and to the Insurer.

If, on the Business Day prior to the related scheduled interest payment date or principal
payment date (“Payment Date”) there is not on deposit with the Trustee, after making all
transfers and deposits required under the Indenture, moneys sufficient to pay the principal
of and interest on the Insured Series 2017 Second Lien Bonds due on such Payment Date,
the Trustee shall give notice to the Insurer and to its designated agent (if any) (the
“Insurer’s Fiscal Agent”) by telephone or telecopy of the amount of such deficiency by
12:00 noon, New York City time, on such Business Day. If, on the Business Day prior to
the related Payment Date, there continues to be a deficiency in the amount available to
pay the principal of and interest on the Insured Series 2017 Second Lien Bonds due on
such Payment Date, the Trustee shall make a claim under the Insurance Policy and give
notice to the Insurer and the Insurer’s Fiscal Agent (if any) by telephone of the amount of
such deficiency, and the allocation of such deficiency between the amount required to
pay interest on the Insured Series 2017 Second Lien Bonds and the amount required to
pay principal of the Insured Series 2017 Second Lien Bonds, confirmed in writing to the
Insurer and the Insurer’s Fiscal Agent by 12:00 noon, New York City time, on such
Business Day by filling in the form of Notice of Claim and Certificate delivered with the
Insurance Policy.



The Trustee shall designate any portion of payment of principal on Insured Series 2017
Second Lien Bonds paid by the Insurer, whether by virtue of mandatory sinking fund
redemption, maturity or other advancement of maturity, on its books as a reduction in the
principal amount of Insured Series 2017 Second Lien Bonds registered to the then current
Insured Bondholder, whether DTC or its nominee or otherwise, and shall issue a
replacement Insured Series 2017 Second Lien Bond to the Insurer, registered in the name
of Assured Guaranty Municipal Corp., in a principal amount equal to the amount of
principal so paid (without regard to authorized denominations); provided that the
Trustee’s failure to so designate any payment or issue any replacement Insured Series
2017 Second Lien Bond shall have no effect on the amount of principal or interest
payable by the City on any Insured Series 2017 Second Lien Bond or the subrogation
rights of the Insurer.

The Trustee shall keep a complete and accurate record of all funds deposited by the
Insurer into the Policy Payments Account (defined below) and the allocation of such
funds to payment of interest on and principal of any Insured Series 2017 Second Lien
Bond. The Insurer shall have the right to inspect such records at reasonable times upon
reasonable notice to the Trustee.

Upon payment of a claim under the Insurance Policy, the Trustee shall establish a
separate special purpose trust account for the benefit of Insured Bondholders referred to
herein as the “Policy Payments Account” and over which the Trustee shall have exclusive
control and sole right of withdrawal. The Trustee shall receive any amount paid under the
Insurance Policy in trust on behalf of Insured Bondholders and shall deposit any such
amount in the Policy Payments Account and distribute such amount only for purposes of
making the payments for which a claim was made. Such amounts shall be disbursed by
the Trustee to Insured Bondholders in the same manner as principal and interest
payments are to be made with respect to the Insured Series 2017 Second Lien Bonds
under the sections hereof regarding payment of Insured Series 2017 Second Lien Bonds.
It shall not be necessary for such payments to be made by checks or wire transfers
separate from the check or wire transfer used to pay debt service with other funds
available to make such payments. Notwithstanding anything herein to the contrary, the
City agrees to pay to the Insurer (i) a sum equal to the total of all amounts paid by the
Insurer under the Insurance Policy (the “Insurer Advances”); and (ii) interest on such
Insurer Advances from the date paid by the Insurer until payment thereof in full, payable
to the Insurer at the Late Payment Rate per annum (collectively, the “Insurer
'Reimbursement Amounts”). “Late Payment Rate” means the lesser of (a) the greater of
(1) the per annum rate of interest, publicly announced from time to time by JPMorgan
Chase Bank at its principal office in The City of New York, as its prime or base lending
rate (any change in such rate of interest to be effective on the date such change is
announced by JPMorgan Chase Bank) plus 3%, and (ii) the then applicable highest rate
of interest on the Insured Series 2017 Second Lien Bonds and (b) the maximum rate
permissible under applicable usury or similar laws limiting interest rates. The Late
Payment Rate shall be computed on the basis of the actual number of days elapsed over a
year of 360 days. The City hereby covenants and agrees that the Insurer Reimbursement



(m)

(n)

(0)

(p)

G))

Amounts are secured by a lien on and pledge of the Second Lien Bond Revenues and
payable from such Second Lien Bond Revenues on a parity with debt service due on the
Insured Series 2017 Second Lien Bonds.

Funds held in the Policy Payments Account shall not be invested by the Trustee and may
not be applied to satisfy any costs, expenses or liabilities of the Trustee. Any funds
remaining in the Policy Payments Account following an Insured Series 2017 Second Lien
Bond payment date shall promptly be remitted to the Insurer.

The Insurer shall, to the extent it makes any payment of principal of or interest on the
Insured Series 2017 Second Lien Bonds, become subrogated to the rights of the recipients
of such payments in accordance with the terms of the Insurance Policy. Each obligation of
the City to the Insurer under the Indenture shall survive discharge or termination of the
Indenture.

The City shall pay or reimburse the Insurer any and all charges, fees, costs and expenses
that the Insurer may reasonably pay or incur in connection with (i) the administration,
enforcement, defense or preservation of any rights or security in the Indenture; (ii) the
pursuit of any remedies under the Indenture or otherwise afforded by law or equity,
(iii) any amendment, waiver or other action with respect to, or related to, the Indenture
whether or not executed or completed, or (iv) any litigation or other dispute in connection
with the Indenture or the transactions contemplated thereby, other than costs resulting from
the failure of the Insurer to honor its obligations under the Insurance Policy. The Insurer
reserves the right to charge a reasonable fee as a condition to executing any amendment,
waiver or consent proposed in respect of the Indenture.

After payment of reasonable expenses of the Trustee, the application of funds realized
upon default shall be applied to the payment of expenses of the City or rebate only after the
payment of past due and current debt service on the Insured Series 2017'Second Lien
Bonds.

The Insurer shall be entitled to pay principal or interest on the Insured Series 2017 Second
Lien Bonds that shall become Due for Payment but shall be unpaid by reason of
Nonpayment by the City (as such terms are defined in the Insurance Policy) and any
amounts due on the Insured Series 2017 Second Lien Bonds as a result of acceleration of
the maturity thereof in accordance with the Indenture, whether or not the Insurer has
received a Notice of Nonpayment (as such terms are defined in the Insurance Policy) or a
claim upon the Insurance Policy.

The notice address of the Insurer is: Assured Guaranty Municipal Corp., 1633 Broadway,
New York, New York 10019, Attention: Managing Director — Surveillance, Re: Policy No.
218277-N, Telephone: (212) 826-0100; Telecopier: (212) 339-3556. In each case in which
notice or other communication refers to an event of default, then a copy of such notice or
other communication shall also be sent to the attention of the General Counsel and shall be
marked to indicate “URGENT MATERIAL ENCLOSED.”
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(r) The Insurer shall be provided with the following information by the City:

@) Annual audited financial statements within 210 days after the end of
the City’s fiscal year (together with, if specifically requested by the
Insurer in writing, a certification of the City that it is not aware of any
breach of any covenants under the Indenture), and the City’s annual
budget within 30 days after the approval thereof together with such
other information, data or reports as the Insurer shall reasonably
request from time to time (the provisions of this paragraph (i) with
respect to annual audited financial statements shall be deemed satisfied
if such financial statements, budget and other information, data or
reports shall have been posted electronically on a website that the
Insurer has access to);

(1)  Notice of any default known to the City within five Business Days
after knowledge thereof;

(iii))  Prior notice of the advance refunding or redemption of any of the
Insured Series 2017 Second Lien Bonds, including the principal
amount, maturities and CUSIP numbers thereof;,

(iv)  Notice of the resignation or removal of the Trustee and the Bond
Registrar and the appointment of, and acceptance of duties by, any
successor thereto;

%) Notice of the commencement of any proceeding by or against the City
commenced under the United States Bankruptcy Code or any other
applicable bankruptcy, insolvency, receivership, rehabilitation or
similar law (an “Insolvency Proceeding”);

(vi)  Notice of the making of any claim in connection with any Insolvency
Proceeding seeking the avoidance as a preferential transfer of any
payment of principal of, or interest on, the Insured Series 2017 Second
Lien Bonds;

(vi)  An executed copy of any amendment, supplement, or waiver to the
Indenture; and

(viii) All reports, notices and correspondence to be delivered to Insured
Bondholders under the terms of the Indenture (the requirements of this
sentence shall be deemed satisfied if the City has posted such
information electronically on a website that the Insurer has access to).

In addition, to the extent that the City has entered into a continuing disclosure agreement,
covenant or undertaking with respect to the Insured Series 2017 Second Lien Bonds, all
information furnished pursuant to such agreements shall also be provided to the Insurer,
simultaneously with the furnishing of such information (the requirements of this sentence shall
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be deemed satisfied if the City has posted such information electronically on a website that the
Insurer has access to).

(s)

®

)

V)

W)

)

)

The Insurer shall have the right to receive such additional information as it may reasonably
request.

The City will permit the Insurer to discuss the affairs, finances and accounts of the City or
any information the Insurer may reasonably request regarding the security for the Insured
Series 2017 Second Lien Bonds with appropriate officers of the City and will use
commercially reasonable efforts to enable the Insurer to have access to the facilities, books
and records of the City on any Business Day upon reasonable prior notice.

The Trustee shall notify the Insurer of any failure of the City to provide notices, certificates
and other information under the transaction documents.

Notwithstanding satisfaction of the other conditions to the issuance of Second Lien Parity
Bonds set forth in the Indenture, no such issuance may occur if an event of default (or any
event which, once all notice or grace periods have passed, would constitute an event of
default) exists unless such default shall be cured upon such issuance.

In determining whether any amendment, consent, waiver or other action to be taken, or any
failure to take action, under the Indenture would adversely affect the security for the
Insured Series 2017 Second Lien Bonds or the rights of the Insured Bondholders, the
Trustee shall consider the effect of any such amendment, consent, waiver, action or
inaction as if there were no Insurance Policy.

No contract shall be entered into or any action taken by which the rights of the Insurer or
security for or sources of payment of the Insured Series 2017 Second Lien Bonds may be
impaired or prejudiced in any material respect except upon obtaining the prior written
consent of the Insurer.

Anything contained in this Indenture or in the Insured Series 2017 Second Lien Bonds to
the contrary notwithstanding, the existence of all rights given to the Insured Series 2017
Second Lien Insurer hereunder with respect to the giving of consents or approvals, or the
direction of proceedings, are expressly conditioned upon its timely and full performance of
the Insurance Policy. Any such rights shall not apply if at any time:

(i) there are no Insured Series 2017 Second Lien Bonds Outstanding;

(i1) if the Insurer has failed to perform any of its obligations under the
Insurance Policy or has been declared insolvent or bankrupt by a court of competent
jurisdiction;

(i)  an order or decree shall have been entered appointing a receiver, receivers,

custodian or custodians for any of its assets or revenues, or any proceeding shall be
instituted with the consent or acquiescence of the Insurer or any plan shall be entered into
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by the Insurer for the purpose of effecting a composition between the Insurer and its
creditors or for the purpose of adjusting the claims of such creditors;

(iv)  the Insurer is dissolved;

(v) the Insurer makes any assignment for the benefit of its creditors;

(vi)  the Insurer is generally not paying its debts as such debts become due or
the Insurer files a petition in bankruptcy or under Title II of the United States Code, as

amended;

(vii) the Insurance Policy has been determined to be void or unenforceable by
final non-appealable judgment of a court of competent jurisdiction; or

(viii) the Insurer contests the validity or enforceability of the Insurance Policy;
provided that this Section shall not in any way limit or affect the rights of the Insurer as an
Insured Bondholder, as subrogee of an Insured Bondholder or as assignee of an Insured
Bondholder, or otherwise, to be reimbursed and indemnified for its costs and expenses and other

payment on or in connection with the Insured Series 2017 Second Lien Bonds or the Insurance
Policy either by operation of law or at equity or by contract.

CH2\18853211.10
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EXHIBIT C

PARITY BOND ISSUANCE TEST



Chicago Wastewater Coverage Calculation Test Post Issuance

Annual Debt Service FY 2015 Net Revenues FY 2016 Net Revenues FY 2015 FY 2016
FYE First Lien Second Lien Aggregate Available for Bonds Available for Bonds Coverage Test _ Coverage Test
12/31/2017 0 125,585 125,585 360,772 376,965 2.87 3.00
12/31/2018 0 134,623 134,623 360,772 376,965 2.68 2.80
12/31/2019 10,525 126,611 137,136 360,772 376,965 2.63 2.75
12/31/2020 13,655 123,420 137,075 360,772 376,965 2.63 2.75
12/31/2021 13,720 123,522 137,242 360,772 376,965 2.63 2.75
12/31/2022 13,670 123,689 137,359 360,772 376,965 2.63 2.74
12/31/2023 13,695 123,768 137,463 360,772 376,965 2.62 2.74
12/31/2024 595 137,378 137,973 360,772 376,965 2.61 2.73
12/31/2025 24,680 112,690 137,370 360,772 376,965 2.63 2.74
12/31/2026 24,680 112,769 137,449 360,772 376,965 2.62 2.74
12/31/2027 24,680 112,832 137,512 360,772 376,965 . 2.62 2.74
12/31/2028 0 122,703 122,703 360,772 376,965 2.94 3.07
12/31/2029 0 122,681 122,681 360,772 376,965 294 3.07
12/31/2030 0 . 122,485 122,485 360,772 376,965 295 3.08
12/31/2031 0 122,459 122,459 360,772 376,965 2.95 3.08
12/31/2032 0 122,071 122,071 360,772 376,965 2.96 3.09
12/31/2033 0 121,828 121,828 . 360,772 376,965 2.96 3.09
12/31/2034 0 121,405 121,405 360,772 376,965 2.97 3.11
12/31/2035 0 120,953 120,953 360,772 376,965 2.98 3.12
i 12/31/2036 0 111,279 111,279 360,772 376,965 3.24 3.39
12/31/2037 0 110,757 110,757 360,772 376,965 3.26 3.40
12/31/2038 0 100,847 100,847 360,772 376,965 3.58 3.74
12/31/2039 0 78,543 78,543 360,772 376,965 4.59 4.80
12/31/2040 0 47,815 47,815 360,772 376,965 7.55 7.88
12/31/2041 0 47,840 47,840 360,772 376,965 7.54 7.88
12/31/2042 0 30,369 30,369 360,772 376,965 11.88 12.491
12/31/2043 0 30,395 30,395 360,772 376,965 . 11.87 12.40
12/31/2044 0 10,873 10,873 360,772 376,965 _ 33.18 34.67
12/31/2045 0 10,872 10,872 360,772 376,965 33.18 34.67
12/31/2046 0 10,872 10,872 360,772 376,965 33.18 34.67
12/31/2047 0 10,871 10,871 360,772 376,965 33.19 34.68
12/31/2048 0 10,874 10,874 360,772 376,965 33.18 34.67
12/31/2049 0 10,872 10,872 wmo.ww..m 376,965 33.18 34.67
12/31/2050 0 10,875 10,875 360,772 376,965 33.17 34.66
12/31/2051 0 10,873 10,873 360,772 376,965 33.18 34.67
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NEW ISSUE—BOOK-ENTRY ONLY RATINGS: See “RATINGS” herein.

Subject to the accuracy of certain representations and continuing compliance by the City of Chicago with certain covenants,
in the respective opinions of Schiff Hardin LLP and Hardwick Law Firm LLC, Co-Bond Counsel, under present law, interest on the
Bonds is excludable from the gross income of their owners for federal income tax purposes and thus will be exempt from present
Jederal income taxes based upon gross itncome. Such interest is not included as an item of tax preference in computing the federal
alternative minimum tax on individuals and corporations, but will be taken into account in computing an adjustment used in
determining the federal alternative minimum tax imposed for certain corporations. Interest on the Bonds is not exempt from present
Mllinotis tncome taxes. See “Tax MarTers” in this Official Statement for a more complete discusston of these matters.

$396,075,000
CITY OF CHICAGO

$180,590,000 $215,485,000
Second Lien Wastewater Transmission Second Lien Wastewater Transmission
Revenue Bonds, Project Series 2017A Revenue Bonds, Refunding Series 2017B

Dated: Date of Delivery Due: As Shown on the Inside Cover Pages

This Official Statement contains information relating to the City of Chicago (the “City”) Second Lien Wastewater Transmission Revenue
Bonds, Project Series 2017A (the “Series 2017A Bonds™) and Second Lien Wastewater Transmission Revenue Bonds, Refunding Series 2017B
(the “Series 2017B Bonds” and, together with the Series 2017A Bonds, the “Bonds”) which will be issued pursuant to a Trust Indenture dated as
of June 1, 2017 (the “Indenture”) from the City to Amalgamated Bank of Chicago, Chicago, lllinois, as trustee (the “Trustee”). The Bonds will
be issuable as fully registered bonds in the name of Cede & Co., as registered owner and nominee of The Depository Trust Company, New York,
New York (“DTC"). DTC will act as securities depository for the Bonds. Purchasers of the Bonds will not receive certificates representing their
interests in the Bonds purchased. The Bonds will be issued in denominations of $5,000 or any integral multiple thereof. Interest on the Bonds
is payable on each January 1 and July 1, with the first interest payment date being January 1, 2018. Principal of the Bonds is payable at maturity.
Principal of and interest'on the Bonds will be paid by the Trustee to DTC, which in turn will remit such principal and interest payments to its
participants for subsequent disbursement to the beneficial owners of the Bonds. As long as Cede & Co. is the registered owner as nominee
of DTC, payments on the Bonds will be made to such registered owner, and disbursement of such payments to beneficial owners will be the
responsibility of DTC and its participants. See “DESCRIPTION OF THE BONDS—Book-Entry Only System” herein.

The Bonds are subject to redemption prior to maturity as described in this Official Statemient. See “DESCRIPTION OF THE BONDS—
Redemption” herein.

The Bonds are limited obligations of the City having a claim for payment of principal and interest solely from Second Lien Bond Revenues
on an equal and ratable basis with all other Second Lien Bonds that are Outstanding from time to time. The Bonds are secured by and payable
from certain moneys and securities held by the Trustee under the Indenture. The Bonds, together with any other Outstanding Second Lien
Bonds, are also secured by and payable from any amounts on deposit in Second Lien Construction Accounts. The claim of the Bonds, together
with any other Outstanding Second Lien Bonds, to Net Revenues Available for Bonds is junior and subordinate to the claim of the City’s
Outstanding Senior Lien Bonds and any future Senior Lien Parity Bonds as described herein.

The scheduled payment of principal of and interest on the Series 2017A Bonds maturing on January 1 of the years 2042 and 2052 (the “Series
2017A Insured Bonds”) when due will be guaranteed under an insurance policy to be issued concurrently with the delivery of the Series 2017A
Insured Bonds by Assured Guaranty Municipal Corp.

ASSURED
UARANTY

MUNICIPAL

The City will use the proceeds from the sale of the Series 2017A Bonds to (i) finance or reimburse the City for certain capital improvements
to and extensions of the wastewater transmission system of the City, and (ii) pay Costs of Issuance of the Series 2017A Bonds. The City will use
the proceeds from the sale of the Series 2017B Bonds to (i) refund certain Outstanding Second Lien Wastewater Transmission Revenue Bonds
of the City, and (ii) pay Costs of Issuance of the Series 2017B Bonds. See “ESTIMATED SOURCES AND USES OF FUNDS” herein.

THE BONDS DO NOT CONSTITUTE AN INDEBTEDNESS OF THE CITY WITHIN THE MEANING OF ANY CONSTITUTIONAL
OR STATUTORY PROVISION OR LIMITATION AS TO INDEBTEDNESS. THE BONDS DO NOT HAVE A CLAIM FOR PAYMENT
FROM ANY TAXES OF THE CITY. THE BONDS ARE NOT SECURED BY A LIEN ON OR A SECURITY INTEREST IN THE
PHYSICAL ASSETS OF THE SEWER SYSTEM. THE CITY SHALL NOT BE OBLIGATED TO PAY THE BONDS EXCEPT FROM
THE REVENUES PLEDGED TO THEIR PAYMENT. NEITHER THE FULL FAITII AND CREDIT NOR THE TAXING POWER OF
THE CITY, THE STATE OF ILLINOIS OR ANY POLITICAL SUBDIVISION OF THE STATE OF ILLINOIS IS PLEDGED TO THE
PAYMENT OF THE BONDS.

Maturities, Principal Amounts, Interest Rates, Prices, Yields and CUSIP Numbers are set forth on the inside cover pages.

The Bonds are offered when, as and if issued, and accepted by the Underwriters, subject to delivery of separate approving legal opinions
by Schiff Hardin LLP, Chicago, Illinotis, and Hardwick Law Firm, LLC, Chicago, lllinois, Co-Bond Counsel, and to certain other conditions.
Certain legal matters will be passed upon for the City by (i) its Corporation Counsel, and (i) in connection with the preparation of
this Official Statement, Charity & Associates, P.C., Chicago, [linois, and Quintairos, Prieto, Wood & Boyer, P.A., Chicago, lllinois, Co-
Disclosure Counsel to the City. Certain legal matters will be passed on for the Underwriters by Miller, Canfield, Paddock and Stone, P.L.C.,
Chicago, Illinois. It is expected that the Bonds will be available for delivery through the facilities of DTC on or about June 21, 2017.

Siebert Cisneros Shank & Co., L.L.C.

Melvin Securities, LLC The Williams Capital Group, L.P.
Blaylock Van, LLC Estrada Hinojosa Mischler Financial Group, Inc.
North South Capital LLC Podesta & Co.

Dated: June 6, 2017



MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES, PRICES, YIELDS

AND CUSIP NUMBERS®
$180,590,000
Second Lien Wastewater Transmission Revenue Bonds,
Project Series 2017A
Maturity Principal Interest
(January 1) Amount Rate Price Yield CUSIP
2020 $2,255,000 5.00% 108.571 1.53% 167727 XQ4
2021 $2,365,000 5.00% 111.179 1.72% 167727 XR2
2022 $2,485,000 5.00% 113.294 1.92% 167727 XS0
2023 $2,610,000 5.00% 115.059 2.10% 167727 XT8
2024 $2,740,000 5.00% 116.476 2.27% 167727 XUS5
2025 $2,875,000 5.00% 117.431 2.45% 167727 XV3
2026 $3,020,000 5.00% 117.580 2.68% 167727 XW1
2027 $3,170,000 5.00% 117.919 2.84% 167727 XX9
2028 $3,330,000 5.00% 116.376 + 3.01% 167727 XY7
2029 $3,495,000 5.00% 115391+  3.12% 167727 XZ4
2030 $3,670,000 5.00% 1144151 - 3.23% 167727 YAS8
2031 $3,855,000 5.00% 113.625% 3.32% 167727 YB6
2032 $4,045,000 5.00% 113.014+ 3.39% - 167727YC4
2033 $4,250,000 5.00% 112,407+ 3.46% 167727 YD2
2034 $4,460,000 5.00% 111977+  3.51% 167727 YEO
2035 $4,685,000 5.00% 111.548%  3.56% 167727 YF7
2036 $4,920,000 5.00% 111.121 %+ 3.61% 167727 YGS5

2037 $5,165,000 5.00% 110780 7 3.65% 167727 YH3

$30,105,000 5.25% Term Bonds due January 1, 2042*, Price 114.9471, Yield 3.40 %, CUSIP: 167727 YJ9
$38,685,000 5.00% Term Bonds due January 1, 2047, Price 110.020%, Yield 3.74%, CUSIP: 167727 YK6
$48,405,000 4.00% Term Bonds due January 1, 2052*, Price 100.7097, Yield 3.91%, CUSIP: 167727 YL4

T Priced to the January 1, 2027 first optional redemption date.
* Insured.

! Copyright 2017, American Bankers Association. CUSIP data used herein is provided by CUSIP Global Services, managed on behalf of the American Bankers Association by S&P Global
Market Intelligence, a Division of The McGraw-Hill Companies, Inc. The CUSIP numbers listed are being provided solely for the conveni of the bondholders only at the time of sale of the
Bonds and the City does not make any representation with respect to such numbers or undertake any responsibility for their accuracy now or at any time in the future. The CUSIP number for a
specific maturity is subject to being changed after the sale of the Bonds as a result of various subsequent actions, including, but not limited 1o, a refunding in whole or in part of such maturity or
as a result of the procurement of secondary market portfolio insurance or other similar enhancement by investors that is applicable to all or a portion of certain maturities of the Bonds.
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$215,485,000
Sccond Lien Wastewater Transmission Revenue Bonds,

Refunding Series 2017B
Maturity Principal Interest
(January 1) Amount Rate . Price Yicld CusI?
- 2018 $6,515,000 . 5.00%° - 102.030 1.13% 167727 YM2
; 2019 $6,570,000 5.00% 105.516 1.34% 167727 YNO
‘ 2020 $7,060,000  500%° ' ‘" 108.571 1.53% 167727 YP5
.f 2021 $12,165,000° - 5. 00%{_" L9 1.72% 167727 YQ3
: 2022 $9,450,000 " 5.00%  '113.294 1.92% 167727 YR1
-. 2023 $9,945000: .. 5.00%. ., 115059  2.10% 167727 YS9
L 2024 $10,440,000  5.00% ... .116.476 2.27% 167727 YT
2025 $14,070,000 5.00% 117.431 2.45% 167727 YU4
2026 $9,085,000: .. -500% "1- . <T17.580 2.68% 167727 YV2 .
; 2027 $9,545,000 5.00% - 117.919 2.84% 167727 YWO
2028 810,030,000, 500% . 1163761 3.01% 167727 YX8
;' 2029 $14,835,000 5 00% ' 301 t 3.12% 167727 YY6
i 2030 $15,585000  5.00% 114415t 3.23% 167727 YZ3
k ’ 2031 $9,140,0004 5. :5:00%, 7 £ 5;¢31413:625 F  3.32% 167727 ZA7T
. 2032 $9,600,000 .. : i5.00%. ir.#113.0141  3.39% 167727 ZB5
2033 $10,085,000 5.00% 1124071  3.46% 167727 ZC3
i 2034 1$10,775:000°+ -+ ¢ ‘5:00% " 4D I1 TIOTTH 5 3151% 167727 ZD1
2035 $11,310:000" " 5.00% LS48Y  3.56% 167727 ZE9
2036 $11,875,000 .. . 5.00% . . 1111211  3.61% 167727 ZF6
N 2037 $8,490,000 ., ; 5. 00%;’_.' “110.780+ 3.65%  167727ZG4
1 ", 2038 $8,915,000 . 5:.00% 1 10696+  3.66% 167727 ZH2
1 Priced to the January 1, 2027 ﬁrst optlonal redemptlon date
T TS AR T I A T4 R AR
V]
; ! Copyright 2017, American Bankers Association. CUSIP data used herein is provided by CUSIP Global Services, managed on behalf of the American Bankers Association by S&P Global
Donds and he Gty does ot ke any epreseiation WAL expect s such nmbersor ek tcpauIY fo ek sccurscy mow of ot any e i th. e The CUSTS pumber for o
specific maturity is subject to being changed afier the sale of the Bonds as a result of various subsequent actions, including, but not limited 10, & refunding in whole or in part of such maturity or

as & result of the procurement of secondary market portfolio insurance or other similar enhancement by investors that is applicable to all or a portion of certain maturities of the Bonds.
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OFFICIAL STATEMENT

$396,075,000 _
CITY OF CHICAGO

$180,590,000 o $215 485,000
SECOND LIEN WASTEWATER TRANSMISSION  SECOND LIEN WASTEWATER TRANSMISSION
REVENUE BONDS, PROJECT SERIES 2017A REVENUE BONDS, REFUNDING SERIES 2017B

INTRODUCTION

This Official Statement, including the cover page, inside cover pages, and the Appendices, sets forth
certain information in connection with the sale of $180,590,000 Second Lien Wastewater Transmission Revenue
Bonds, Project Series 2017A (the “Series: 2017A :Bonds”) and $215,485,000 Second Lien -Wastewater
Transmission Revenue Bonds, Refunding Series:2017B (the “Series-2017B Bonds” and, together with the Series
2017A Bonds, the “Bonds”), of the City of Chicago (the.“City”), which are to be issued pursuant to-the Series
2017 Bond Ordinance. All capitalized terms used in this Official Statement and not otherwise defined herein
have the meamngs prov1ded in APPENDIX A—“GLOSSARY OF CERTAIN TERMS.”

Purposes

The, proceeds from the sale of the Series 2017A Bonds w1ll be used to (1) ﬁnance or relmburse the City
for certain capital improvements to and extensions of the wastewater transmission system.of the City (the
“Sewer System™), and (ii) pay Costs of Issuance of the Series 2017A Bonds. The proceeds from the sale of the
Series 2017B Bonds will be used to (i) refund certain Outstanding Second Lien Wastewater Transmission
Revenue. Bonds of the City, and. (ii) pay Costs of Issuance of the Series 2017B Bonds See “ESTIMATED
SOURCES AND USES.OF- FUNDS ? S

Authorlzatlon

The Bonds. are being issued:pursuant to the constitutional home rule powers of the.City. The Bonds
were authorized under an ordinance adopted by the City Council on January.13,:2016 (the-*‘Series 2017 Bond
Ordinance”). The Bonds are being issued under a Trust Indenture, dated as of June 1, 2017 (the “Indenture”),
from the City to Amalgamated Bank of Chicago, Chicago, Illinois, as trustee (the “Trustee”).:::

Security for the Bonds

The Bonds are limited obligations of the City having a claim for payment of principal and interest solely
from the Second Lien Bond Revenucs derived by the City from its ownership and operation of the Sewer
System, all on an equal and ratable basis with any other Second Lien Bonds. The Bonds are secured by and
payable from certain moneys and securities held by the Trustee under the Indenture.~The Bonds, together with
any other Second Lien Bonds, are also secured by and payable from any amounts on deposit in the Second Lien
Construction Accounts. The claim of the Bonds to the Net Revenues Available for Bonds is junior and
subordinate to the claim of the City’s Senior Lien Bonds and any Senior Lien Parity Bonds. See “SECURITY
FOR THE BONDS — General” and “— Flow of Funds,” “OUTSTANDING DEBT AND ANNUAL DEBT
SERVICE” and APPENDIX B— “SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE —
Source of Payment; Pledge of Second Lien Bond Revenues.”



.......... (a) pay Operatlon and Mamtenance Costs:and (b) to prOde‘P

The Bonds are not secured bya lien ‘on .or:security interést in the physical assets of the Sewer
System. The Bonds do not constitute an indebtedness of the City within the meaning of any
constitutional or statutory provision or limitation ‘as to indebtedness, and neither the full faith and

credit nor taxing power of the City, the State of Illinois or any political subdivision of the State of

Illinois is pledged to the payment of the Bonds.

Redemptlon

1 e i

The Bonds are subject to redemptlon prlor to maturlty as descrlbed under the caption “DESCRIPTION
OF THE BONDS — Redemption.” :

Rate Covenan't'e--.--'a T G T L et e PRI TE P LI ULV PR

S FERIVEIL AL PR

In‘the: Ser1es 201:7 Bond Ordmance and the Indenture): the C1ty covenanted to establlsh malntam and
collect at-all timesifees; chargesiandiratesdfor-the servicestprovided by the:Sewer. System sufﬁc1ent at all tlmes to

it \ e S ot ‘,- ¢

PIRSER CN TR IR S S B ooredstd fnba 0 el o et ey i ‘u'. a . i
(i) Net Revenues' AvallableSfor’Bonds -suffi c1ent to pay the pr1nc1pal :ofiand mterest ‘on: all Semor

Lien Bonds then Outstanding from time to time and to establish and maintain the Bond

Principal and Interest Account and the Bond Debt Service Reserve Account as:may:bé

covenanted in ordinances authorizing the issuance of Senior Lien Bonds, which Net Revenues

o1 enheoAvailablesfor ‘Bonds mustiedch Fiscdl Year:at:least equal one: hundredfifteen:percent (115%)
: . percent.ofithessum! required+tol pay promptly when' due the debt serv1ce for. the'F. 1scal Year on aII
Senlor L1en Bonds then Outstandmg' T T AT R E I PT N B T U MR b

A e

(11)»' v Second)Llen Bond: Revenues« suff c1entxto pay the prmc1pal- of: and 1nterest on aIInSecondI Llen
Bonds then Outstanding from time to time and to establish’and 'maintainthe:Second Lién Bonds
Account as may be covenanted in the ordinances authorizing the issuance of Second Lien
Bonds EUTONNNTERE I ST BN

(111) :1amounts sufficientito pay.thé:principalof and interest-oncall:Subordinate: Lien: @bligations then
Outstandlng from time:to time and:to establish-and maintain-the-Subordinate: L1en ‘Obligations
+:Account - for-:the. Subordinate . Lien: :Obligations::as -may: be: covenanted ' in‘ the. ordinances
authorizing:the‘issuance:of-Subordinate Liien:Obligations; which:amounts:must-each Fiscal Year
at least equal one hundred fifteen percent (115%) of the sum required to pay promptly when due
debt service for the Fiscal Year on all Subordinate Lien Obligations Outstanding;and <* -

=(iv)** ~amoiints “sufficient to’: pay the' principal-of ‘and!iriterest!'on’ all: Short: Te’rm'Oing,a’ti"ons then
v Outstanding from time’ to’time and 't6 establish:and-‘maintain the'debt servicé raccount: for the
Short:Tern Obligations as: may be covenanted |n ‘the contracts govemmg the issuance of* Short

R R TermObllgatlons s o PR e 4 -
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“The- Indenture provndes that thcse fees chargcq and rates sha]] not’ be reduced while -any- Bonds are

Outstanding below the level necessary to ensure compliance with. the foregoing covenant. (the “Rate Covenant”).
Sée:“SECURITY ‘FOR THE BONDS — Second Lien Rate Covenant,” -“FINANCIAL OPERATIONS -
Annual’ Budget ‘Review ‘and” Implementatiori of Annual Budget”, and’ APPENDIX-B'— “SUMMARY ' OF
CERTAIN PROVISIONS OF THE INDENTURE — Additional Second Lien Parity -Bonds.” “The City will,
prior to the end of each Fiscal Year, conduct a review to determine if it has been and will be in compliance with
the Rate Covenant. Whenever the annual review indicates that projected Gross Revenues will not be sufficient
to comply with the rate covenant, the City will prepare or cause to be prepared a rate study for the Sewer System
identifying the rate changes necessary to comply with the rate covenant and the Director of the Office of Budget
and Management of the City (the “Budget Director”) and the Authorized Officer shall recommend appropriate




action to the City Council to comply with this rate covenant, Wthh may include rate increases or .expenditure
reductions.

Bond Insurance

Concurrently with the issuance of the Bonds, Assured Guaranty Municipal Corp. (“AGM”) will issue its
Municipal Bond Insurance Policy (the “Policy”) for the Series 2017A -Bonds maturing on-January 1 of the years
2042-and 2052 (the “Series 2017A Insured Bonds”). The Policy guarantees scheduled payment of principal of
and interest on the Series 2017A Insured Bonds when due as set forth. in the form of the Policy included as
APPENDIX E to this Official Statement. The Series 2017A Bonds maturing on January 1-of the years 2020
through 2037 and 2047 and the Series 2017B Bonds will not be-insured by the Policy. For additional
information on' AGM and the Policy, see “BOND INSURANCE” and “APPENDIX E - SPECIMEN
MUNICIPAL BOND- INSURANCE POLICY.” :

City of Chlcago Sewer. System :

The Sewer System consists of approximately 4,400 miles of sewers, ranging in size from.six inches to
over 21.5 feet in diameter, and one sewage lift station. The City’s Department of Water Management (the
“Department”) does not operate-any sewage treatment facilities. - The-Sewer System collects and transmits
wastewater to the treatment facilities of an independent governmental body, the Metropolitan Water
Reclamation District of Greater Chicago (the “Water Reclamation District”). See “DEPARTMENT OF
WATER MANAGEMENT” and “SEWER SYSTEM.”

Sewer System Rates

The City Council has authority to make adjustments to sewer service rates. No regulation by any
administrative agency applies to the Sewer System rates. Under certain conditions, the Authorized Officer shall
recommend appropriate action to the City Council to comply with the Rate Covenant. See:“INTRODUCTION —
Rate Covenant.”

. The Sewer System rates for all accounts located within the City are a percentage. of the Water System
rates. Metered water rates are based on a dollar rate. per thousand cubic feet. The assessment of non-metered
users is based on a formula related to the size of the relevant property and other use-related factors. Because the
Sewer System rates are calculated as a percentage of the Water System rates, Sewer System rates also increase
when Water System rates increase. In 2011, Chicago City Council passed an ordinance raising rates for four
consecutive years and then tying rates to the rate of inflation. In 2012, the Water System rates represented a
25% increase over the rates for the previous year and Sewer System rates increased to 89% of 2012 Water
~ System rates from 86% the previous year. In 2013, Water System rates represented a 15% increase over the
previous.year and Sewer System rates increased to 92% of 2013 Water System rates. In 2014, Water System
rates represented a 15% increase over the previous year and Sewer System rates increased to 96% of 2014 Water
System rates. In 2015, Water System rates represented a 15% increase over the previous year and Sewer System
rates increased to 100% of the 2015 Water System rates, and are scheduled to remain at 100% of Water System
rates. Beginning June 1, 2016, and every year thereafter, annual Water System rates are required to be adjusted,
if applicable, by applying to the previous year’s rates the rate of inflation, calculated based on the Consumer
Price Index — Urban Wage Earners and Clerical Workers (Chicago All Items) published by the United States
Bureau of Labor Statistics for the 365-day period cnding on the most recent January |. Any such- annual
increase, however, shall be capped at 5% of the previous year’s rate. The City Council may take action at any
time to alter the then-current schedule of water or sewer rates. Under certain conditions, the Authorized Officer
shall recommend appropriate action to the City Council to comply with the Rate Covenant. See
“INTRODUCTION - Rate Covenant.” There was no increase in Water System or Sewer System rates for 2016.
Effective June 1, 2017, the City’s water and sewer rates increased by 1.83% or $0.07 per 1,000 gallons,
making the rate $3.88 per 1,000 gallons of water. See “FINANCIAL OPERATIONS.”



Chicago Water and Sewer. Tax: . - .

On September 14, 2016, the Chicago City Council approved a tax on the use or consumption of water in
the City, and on the transfer of wastewater to the Sewer System from properties located in the:City. (subjéct:to -
certain exceptions) (the “Chicago Water and Sewer Tax”) to fund pension contributions by the City. The
Chicago iWateri dnd’ Sewer- Fax revenués:are:not.Gross Revenues of the Sewer-Systemand:will mot:-be utilized
for-the-operations .of. the .Sewer. System;and Chicago-Watér and Sewer ‘Tax reveinués-willinot be:pledged:to thé
tepaymentrofithe Bonds. i Thé:Chicago:Water.and Séwer Tax will:be phased'in: 0ver. four years; starting Marchi I,
2017 at: a:rate ofr$:295: per 1;000-gallons of water-and:$.295 per 1,000 ‘gallons$ of‘wastewater. “The:2018:rate will
béi$.64per 15,000 gallons of wateriand: $:64.per 1,000!gallons .of-wastewater::; The:201:9:ratewill' be'$1L 0051 per
1;,000: gallonsiof wateti and $1:005:per:1;000: gallons ofiwastéwadter. ~The-2020 rate Willibé:$1.255 per:1,000
gallonsioftwater and-$1:255'pér 1,000 gallens-of wastewatér:¢iThe Chicago*Water and Sewer. Tax appearsiasia
separately stated item on the unified bill for City-provided water, séwer:and refuse collectionvservices: ! Pursuant
to the Municipal Code, payments on the unified bill are allocated pro rata among the charges shown on the bill,
with oldest unpaid amounts being paid first. See “INVESTMENT CONSIDERASTFIONSi—=1Other
- Considerations — Unified Billing” for a-discussion of certain risks relatcd to the 1nc1us1on of thc Chlcago Water
and Sewer’ Ta_x'(together w1th the other charges :on the umf ed blll R LA AL s

Pro;ect Costsl

The proceeds from the sale of the Series 2017A Bonds will be used to (i) finance or reimburse the City
for certain programs and projects for the Sewer System (the “Project Costs”), and (ii) pay:Costs of:Issuance-of
the Series 2017A Bonds. Such programs and projects, and the amounts allocated to each, are estimates and are
subject to changes Seé “DEPA RTMENT OF WATER MANAGEMENT Capltalllmprovement Program ?

PhEe T Z-'i:._.f')l\fi G "":E', Tl el AL RS A L IR R ’

Refundlng'of Reéfunded: Bonds SR ENG

The proceeds from the sale of the Series 2017B Bonds, along with other available moneys on depos1t
under the:Indenture; willibbe usedsto (i) refund certain of the-‘Oustanding.Seriesi2008 A+Second:Lién Bonds
and-all: of the’Qutstanding Series 2006 Second L1en Bonds (the t“Reﬁmded Bonds”) and’ (n) pay fCosts of
lssuance ofthe Senes 201‘7B Bonds SRR S e oL ot -
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Certain information contained in, or incorporated by reference in, this Ofticial Statement has been obtained by the City of Chicago
(thc “City”) from The Depository Trust Company and other sources that are decmed reliable. No representation or warranty is made,
however, as to the accuracy or complcteness of such information by the Underwriters or the City. The Underwriters have provided the
following scntence for inclusion in this Official Statement: The Underwriters reviewed the information in this Official Statement in
accordance with, and as part of, their respective responsibilitics to investors under the fedcral sccurities laws as applied to the facts and
circumstances of this transaction, but the Underwriters do not guarantec the accuracy or complctencss of such information. This Official
Statement is being used in connection with the sale of securitics as referred to hercin and may not be uscd, in whole or in part, for any

_other purpose.. The delivery_of this Official Statement_at any time docs_not_imply, that information_herein_is correct_as. of any time .

subsequent to its date.

No dealer, broker, salesperson or any other person has bcen authorized by the City or the Underwriters to give any information or to
make any representation other than as contained in this Official Statement in connection with the offering described herein and, if given
or made, such other information or representation must not be relicd upon as having been authorized by any of the foregoing. This
Official Statement does not constitute an offer to scll or the solicitation of an offer to buy any securities other than those described on the
cover page, nor shall there be any offer to sell, solicitation of an offer to buy or sale of such securitics in any jurisdiction in which it is
unlawful to make such offer, solicitation or sale. Neither this Official Statement nor any statemcnt that may have been made verbally or
in writing is to be construed as a contract with the registered or beneficial owners of the Bonds.

... This_Official Statement, including the Appendices, contains certain opinions, estimates and forward-looking statements and

information that are based on the City’s beliefs as well as assumptions made by and information currently available to the City. Such
opinions, estimates, projections and forward-looking statements set forth in this Official Statement were not prepared with a view toward
complying with the guidelines established by the American Institute of Certificd Public Accountants with respect to prospective financial
information, but, in the view of the City, were preparcd on a reasonable basis, reflect the best currently available estimates and
judgments, and present, to the best of the City’s knowledge and belicf, the expectcd course of action and the expected future financial
performance of the City. However, this information is not fact and should not be relied upon as becing ncccessarily indicative of future
results, and readcrs of this Official Statcment are cautioned not to place undue reliance on such opinions, statements or prospective
financial information.

The prospcctive financial information set forth in this Official Statcment, except for certain information sourced to parties other than
the City, is solely the product of the City. Neither the City’s indcpendent auditors, nor any other independent auditors, have compiled,
examined, or performed any procedures with respect to, or becn consulted in connection with the preparation of, the prospective financial
information and forward-looking statements contanaed herein. The City’s mdependent auditors assume no responsibility for the content
of the prospective financial information set forth in this Official’ Statement, ' in¢luding ‘any estimates, disclaim any association with such
prospective financial information, and have not, nor have any other independent auditors, expressed any opinion or any other form of
assurance on such information or its achievability.

Assured Guaranty Municipal Corp. (“AGM”) makes no representation regarding the Series 2017A Insured Bonds or the advisability
of investing in the Series 2017A Insured Bonds. In addition, AGM has not independently verified, makes no representation regarding,
and does not accept any responsibility for the accuracy or completeness of this Official Statement or any information or disclosure
contained herein, or omitted herefrom, other than with respect to the aceuracy of the information rcgarding AGM supplied by AGM and
presented under the heading “BOND INSURANCE” and “APPENDIX E - SPECIMEN MUNICIPAL BOND INSURANCE POLICY.”

References to web site addresses presented in this Official Statement are for informational purposcs only and may be in the form of
a hyperlink solely for the reader’s convenience. Unless specified otherwise, such web sitcs and the information or links contained therein
are not incorporatcd into, and are not part of, this Official Statcment.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE
COMMISSION OR ANY STATE SECURITIES COMMISSION NOR HAS THE SECURITIES AND EXCHANGE
COMMISSION OR ANY STATE SECURITIES COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF
THIS OFFICIAL STATEMENT. ANY REPRESENTATION TO THE CONTRARY MAY BE A CRIMINAL OFFENSE.

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, NOR HAS THE
INDENTURE BEEN QUALIFIED UNDER THE TRUST INDENTURE ACT OF 1939, AS AMENDED, IN RELIANCE UPON
EXEMPTIONS CONTAINED TN SUCH ACTS. THE REGISTRATION OR QUALIFICATION OF THE BONDS IN ACCORDANCE
WITH APPLICABLE PROVISIONS OF LAW OF THE STATES IN WHICH THL: BONDS IHAVE BEEN REGISTERED OR
QUALIFIED AND THE EXEMPTION FROM REGISTRATION OR QUALIFICATION IN OTHER STATES CANNOT BE
REGARDED AS A RECOMMENDATION THEREOF-.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITERS MAY OVERALLOT OR EFFECT
TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICES OF TIIE BONDS AT LEVELS ABOVE THOSE
WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE
DISCONTINUED AT ANY TIME. THE PRICES AND OTIHER TERMS RESPECTING THE OFTFERING AND SALE OF THE BONDS
MAY BE CHANGED FROM TIME TO TIME BY THE UNDERWRITERS AFTER THE BONDS ARE RELEASED FOR SALE, AND
THE BONDS MAY BE OFFERED AND SOLD AT PRICES OTHER THAN THE INITIAL OFFERING PRICES, INCLUDING SALES
TO DEALERS WHO MAY SELL THE BONDS INTO INVESTMENT ACCOUNTS.



The following table sets forth the maturity, interest rate, principal amount, redemption date and price for

each maturity of the Refunded Bonds.

Principal Amount of

-

Interest ‘Prior Bonds
Prior Bond Issue Maturity (January 1) Rate Refunded Redemption Date Redemption Price
Series 2006A 2018 5.000% $l,5‘}0,'0,00 July 21, 2017, 100%
Serics 2006A 2019 5.000% $1,620,000 July 21, 2017 100%
Series 2006A 2020 5.000% $1,705,000 July 21,2017 100%
Series 2006A 2021 5.000% $1,790,000 July. 21,2017 100%
Series 2006A 2022 5.000% ..$1,880,000 July 21, 2017 100%
Series 2006A 2023 5.000% $1,980,000 July 21,2017 100%
Series 2006A © 2026% 5.000% $6,565,000 July 21, 2017 100%
Series 2006A 2030* 5.000% $10,430,000 July 21,2017 100%
Senes 2006A 2036* 5.000% $20,135,000 July 21, 2017 100%
Séries 20068 2018 5.000% $5,370,000 July 21,2017 100%
Series 2006B 2019 5.000% $5,615,000 July 21, 2017 100%
Series 2006B 2020 5.000% $6,055,000 July 21,2017 100%
Series 2006B . 2021 5.000% $6,575, 000 July 21,2017 - IOQ%
“ Series 20068 2023* 5.000% $7 355, 000 “July 21,2017 + 100%
Series 2006B . 2025* 5.000% . $11,225,000- July 21,2017 100%
Series 2006B . J203_0* 5.000% $19,545,000 July 21, 2017 . 100%
Series 2008A 2021 5.000% 34, 535 000 - January 1,'_2018 100%
Series 2008A 2022 5.000% - $4,760,000 - January-1,-2018 *100%
- Series 2008A 2023 5.000% : $5,000,000 . .January 1, 2018 100%
Series 2008A . 2024 5.125% $5,250,000 January 1,2018 . 100%
' Series 2008A 2025' *'5,250% $_5,520,'000 January 1, 2018 ~100%
Series 2008A - 2026 5.250% . $5,810,000 - . January 1; 12018 -100%
Series 2008A . 2027 5.250% $6,115,000 January 1,2018 . 100%
Series 2008A 2028 5.250% $6, 435 000 Jdnuary 1, 2018 100% ';"'_
’ Serics 2008A - : 2029 5.250% $6 770 000 January 1, 2018 “100%
- Series 2008A - . 2030 5.250%. .. $7,125,000 < January 1, 2018: 100% .. -
Series 2008A 2031 5.375% $7,500,000 January 1,2018 100%
Series 2008A 2032 5.375% $7,905,000 January 1, 2018 100%
Series 2008A 2033 5.500% $8,330,000 January 1; 2018 100%
Series 2008A 2038* 5.500% $50,000,000 January 1,2018 100%
*Term Bonds; Final Maturity. !
Estimated Sources and Uses of Funds
The following table sets forth the estimated application of the proceeds of the Bonds:
Series 2017A Bonds Series 2017B Bonds Total
Source of Funds
Principal Amount of Bonds........ccoceeeveeennnnn.e. $180,590,000.00 $215,485,000.00 $396,075,000.00
Original Issue Premium.......coccoveceeriinieenecnnnnnnn. 17,322,172.45 28,397,991.90 45,720,164.35
Series 2008A Second Lien Bonds Debt - ;
Service Reserve Cash Deposit 7.187.021.00 7.187.021.00
Total Sources of Funds .................... RN $197,912,172.45 $251,070,012.90 $448,982
Use of Funds
Project COSES c.oomimrnreireenieertene e $196,000,000.00, $196,000,000.00
Deposit for Refunding.......ccocoovvviciiiininnnenss $249,637,638.63 249,637,638.63
Costs of Issuance (including Underwriters’ .
dISCOUNL) .t 1,291,238.57 1,432,374.27 2,723,612.84
Bond Insurance Premium 620,933.88 620,933.88
Total Uses of FUNAS ....vevveeeeeeeree e eeeenennns $197.912,172.45 $251,070,012.90 $448,982,185.35



. DESCRIPTION OF THE BONDS
General

The Bonds will be dated the date_ _of their dehvery and will bear interest from that date until paid,
payable semiannually on each January 1 and July 1, commencing January 1, 2018. The Bonds will bear interest
at the rates:per year, and _mature. in the principal amounts on January 1 in cach year, as set forth 'on.the. inside

cover pages of thlS Ofﬁ al Statement Interest on the Bonds is computed on the bas1s of a 3601“\_y year

thereof. - The Bonds are sub_[ect to redemptlon prror to maturlty, as described below under the headmg
Redemption.” .

Pr1nc1pal of and mterest on the Bonds w1]1 be paid by the Trustee. If any payment on any Bonds is due
on a day. other than a Busmess Day, it w1ll be made on the next, Business Day, and no interest w1ll accrue as a
result. . ! Ll o e o

Company, New York, New. York (“DTC”) Detalls of payments of the Bonds when'in the book-entry form and
the book-entry only system are described be]ow under the headmg “—Book-Entry: Only System E)'('c'ept as
described ,under the headmg_ _Book-Ent Only System” below, beneficial owners of the Bonds w1l] not

recelve or 'have the rlght to*- ceive physi‘ dehvery of Bonds and wrll not be or be consrder"d to_‘ be the

benefic1al)owner is not:: a DTC “Partlcrpant (as defined below), the Participant who will act on behalf of such
beneficial “owner to récéive notices and payment$ of principal ‘of and interest onthe Bonds, and"to “éxercise
voting rrghts and (ii) the records of DTC and, if such beneficial owner is not a, Participant, such b .neﬁc1al
owner’s-Participant, to'evidence.its beneficial: ownership of the Bonds. So long as:DTC or its nominee-is the
reglstered"Owner of the Bonds,ﬂreferences hereln to Bondholders ‘or Owners of such Bonds mean DTC ‘or its

nommee and do not mean the __eneﬁc1a] owners of such Bonds
TR T . o

Redemption

Optional Redemption.

DT RTS L STV S TS N S Y 4 ELA A
The Series 2017A Bonds maturing on and after January 1, 2028 are subject to redemptron prior to
maturity at the option:ofthe:City, at-any:time on or after January: [;; =2027 as a whole-or in part, and if in part, in
such order of maturity as the City shall determine and within any maturity shall be selected at random by the
Trustee® in such mannérias thé-Tiusteé in itsdiséretion’ may-deem fair and appropriate, in Authorized
Denominations, at a price of par plus accrued interest to the redemption date

PSS I TP Ties

The Series2017B"Bonds ‘maturing on aiid “aftér” January 1, 2028 are subject to* redemptlon prror ‘to
maturrty ‘at the option of ‘the’ C1ty, at any time on or after- January 1, 2027 as a whole or in part; and 1f1n part in -
. such order of maturity as the City shall determine and within any maturity shall be se ected at random by the

'Trustee in _such manner ‘as the Trustee in its dlscretlon ‘may deem fair and approprlate in Authorlzed
Denommatrons at a price of par plus accrued interest to the redemptlon date.




Mandatory Sinking Fund Redemption.

The Series 2017A Bonds maturing on January 1, 2042 are subject to mandatory redemption, in part by
lot from mandatory Sinking Fund Payments, on January 1 in each of the years and in the respective amounts set

forth below, at a redemption price equal to the principal amount to be redeemed: Lo

Year Principal Amount

2038 $5,420,000

2039 $5,705,000

2040 $6,005,000

2041 $6,320,000

2042* _ . $6,655,000

* Final Maturity :

The Series 2017A Bonds mafilring on January 1, 2047 are subj'ect= to man'dato.ry rederﬁption, in part By
lot from mandatory Sinking Fund Payments, on January 1 in each of the years and in the respective amounts set
forth below, at a redemptionprice equal to the principal amount to be redeemed: '

Year Principal Amount
..2043 © .. $7,000,000
2044 . $7,350,000
2045 $7,720,000
2046 $8,105,000
2047* $8,510,000

* Final Maturity
The Series 2017A Bonds maturing on January. 1,-2052 are subject to mandafory redemption, in part by
lot from mandatory. Sinking Fund Payments, on January | in each of the years and in the respective amounts set

forth below; at a redemption price equal to the principal amount to be redeemed:

Year .- .. - Principal Amount

2048 ~$8,935,000
2049 $9,295,000 °
2050 $9,665,000
2051 _ $10,055,000
2052* $10,455,000

* Final Maturity

If the City redeems Bonds of a Series and maturity, identified above as subject to mandatory
redemption, pursuant to optional redemption or purchases such Bonds and cancels the same, then an amount
equal to:the principal amount of the Bonds of such Series and maturity so redeemed or purchased shall be
deducted from the mandatory redemption requirements as provided for such Bonds of such Series and maturity
in such order as the Authorized Officer shall determine or, in the absence of such determination, shall be
credited against the unsatisfied balance of the applicable Sinking Fund Payments in inverse order of their
payment dates.



General Redemption Procedures

Notice of redemptlon shall be given by the- Trustee by mail, not fewer than 30 days nor more than
60 days prior to the date fixed for redemption, to thé Owner of each Bond o be redeemed at the-address shown
on the registration books of the City kept by the Trustee. "Each such’ redeémption notice shall specify: (i) the
Bonds to be redeemed by Series, maturity and CUSIP number; (ii) the redemption date; (iii) the place where
amounts due upon such redemption will be-payable (which shall be the Principal Office of the Trustee); (iv) if
fewer than all of the Bonds of ‘any like Series and maturity are to be redeemed, the specific Bonds to be
redeemed, identified by letters, numbers or other dlstmg,mshmg marks, and the principal amounts of such Bonds
to be redeemed; and (v) that from and after the redemption date, such Bonds shall cease to bear interest. A
redemption notice provided in connection with optional redemption may state that the redemption is conditioned
on there being on deposit in the Principal and Interest Accounts on the date fixed for redemption sufficient
moneys to pay the redemption price of the Bonds to be redeemed. :‘Such notice may sct forth any additional
mformatlon relatlng to such redemptron as shall be deemed necessary or approprrate by the Trustee

F ailure to duly givé' notice ‘of" redemptlon bv marl toany 1 oartlcular Bondholder, or any défect i in’ such
notice, shall not affect the validity of ‘any proceedings for the redemption of Bonds for which such notice has
been properly given.

Any Bonds, or portions of Bonds, which havé been duly selected fé‘r redemption shall be deemed to be
paid and shall cease to bear interest on the spec1ﬁed redemption date, if moneys sufficient to pay such Bonds are
held by the Trustee for the benefit of the Bondho]ders :

Selection of Bonds for Redemption

In the event of the redemption of fewer than all of the ‘Bonds of the same Series and maturity, the
particular Bonds' or‘portion-of ‘Bonds to*be redeemed shall-be selected at random by the Trustee iin such manner
as- the : Trustee ‘in-its. discretion :may " deem ‘fair:and :appropriate;- provided, that the.portion:of-any Bond of a
denomination of more than the minimum Authorized Denomination ‘shall be"in: the principal amount~of ‘an
Authorized Denomination and that, in selecting portions of such Bonds for redemption, the Trustee shall treat
each such Bond as representing that number: of :Bonds: of the minimum. Authorized Denomination which is
obtained by dividing the principal amount' of :such -Bond to be redeemed in part by the minimum Authorized
Denomination. So long as DTC or its nominee is the registered owner of the Bonds of a Series, if fewer than all
of the Bonds of such Series are called for redemption, the particular Bonds. or portions of Bonds of such Series
to be redeemed will be selected by lot by DTC in such manner as DTC may ‘determine. See “DESCRIPTION
OF THE BONDS — Book-Entry Only System.” - :

Bond Reglstratlon and Transfers

For a descrrptron of the procedure to transfer ownership ot a Bond wh1]e in the book-entry only system,
see “—~—Book-Entry Only.System” below: Subject to.the limitations described below, the Bonds are transferable
upon: surrender: thereof at the Principal Office: of the Trustee;.duly endorsed by, or accompanied by a written
instrunient-or. instruments of transfer. in. form satisfactory. to the Trustee.and duly executed by.the Bondholder or
such Bondholder’s-authorized. agent duly authorized in'writing. - Any Bond, upon surrender of such Bond:at the
Principal Office of the Trustee, may, at the option of the Bondholder, be exchanged for an equal aggregate
principal amount of Bonds of any Authorized Denomination bearing interest at the same interest rate and
maturity as the Bond being surrendered. The Trustee may charge a fee sufficient to cover any tax, fee or other
governmental charge in connection with any exchange or transfer of any Bond.



Book-Entry Only System

The following info.rmation has been furnishecl by The Depbsitory Trust Company for use in this Official
Statement and neither the. City nor- any of the Underwriters takes any 'esponszbzlzty jor its accuracy or
completeness.

The Deposrtory Trust Company (“DTC”), New York, New York, will act as secur1t1es deposrtory for the
Bonds The Bonds will be. issued as fully registered securities registered in, the name of Cede & Co. (DTC’s
partncrshlp nommee) or such other name as.may be requested by an authorized representatlve of DTC. . One
fully registered Bond certificate will be issued for each maturity of each Series of the Bonds, each in the
aggregate principal amount thereof set forth herein, and will be deposited with DTC.

DTC the world’s largest secuntles deposrtory, is a limited- purpose trust company orgamzed under the
New York Bankmg Law, a “banking organization” within the meaning of the New York Banking Law, a
member of the Federal Reserve System, a clearmg corporation” within the meamng of the New. York Uniform
Commerclal Code and a. clearmo agency reglstered pursuant  to the. provisions ; of Sectron l7A of . the
Secuntles Exchange Act of | ]934 as amended (the “Exchange Act”) DTC, holds and provrdes asset servicing
for over 3. 5 m11110n 1ssues of U.S. and non- U S. equity, issues, corporate and mumcrpal debt issues, and money
market instruments (from over 100 countrles) that DTC s participants (“Dlrect Partrcrpants”) dep0s1t with DTC.
DTC also facilitates the post- -trade settlement among Direct Participants of sales and other securities transactions
in deposited securities, . through electronic , computerized book-entry transfers and pledges between Direct
Participants’ . accounts. .-This ellmmates the need for. phys1cal movement. of securities certlﬁcates Direct
Participants., mc]ude both.U.S. and non:U. S secur1t1es brokers. and dealers banks, trust. companies, clearing
corporations, and certain. other orgamzatmns DTC is a wholly owned subsrdrary of The Depository Trust &
Clearing Corporatron (“DTCC). DTCC is the holdmg company for-DTC, Natlonal Securities Clearmg
Corporation and Fixed.Income. Clearmg Corporat1on all of which are reglstered clearmg agencies. DTCC is
owned by the users of its regulated subsidiaries. Access to the. DTC ‘system is:also.available to:others such.as
both U.S. and non- -US. securities brokers . and dealers banks trust companies, and clearing corporations that
clear through or maintain a custodlal re]atronshrp with a Direct Partlcrpant either directly or indirectly (“Indirect
Participants™). DTC has an.S&P Global Ratings rating of AA+. The DTC Rules applicable to its Participants
are on file with the Securities and Exchange. Commission (the “SEC”) More information about DTC can be
found at www.dtcc.com.

_Purchases of the Bonds under the DTC system must be made by or through Direct Participants, which
will receive a cred1t for the Bonds on DTC s records. The ownership intercst of each actual purchaser of each
Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records. Beneficial
Owners will not receive written confirmation from DTC of their purchase. Beneficial Owners are, however,
expected to receive written confirmations providing details of the transaction, as well as periodic statements of
their holdings, from the Direct or Indirect .Participant through which the Beneficial Owner entered into the
transaction. Transfers of ownership interests in the Bonds are to be accomplished by entries made on the books
of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive

.certificates representing their ownership interests in Bonds except in the event that use of the book entry system

for the Bonds is discontinued..

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



Conveyance of notices and other communications by DTC to Direct Participants,. by. Direct-Participants
to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be
govermned'by arrangerhents 'among them, subject to-any ‘Statutory of tegulatory: requirements-as’ may be'in effect
from time to time:*Beneficial‘@wners-of the: Bonds miay ‘wish to take'Gertain steps to'augment: the trafismission
to them of notices of significant events with respect to the Bonds, such as redemptions, tenders, défaults,:-and
proposed amendments to the Bond documents. For example Benef cial Owners of the Bonds may wish to
asce a1n ‘that” the nom1nee holdlng the Bonds" for” their * beneﬂt i’ agreed to’ obtam and transmlt_notlc'es to

Beneﬁclal Own“ers Miithe! altematlve "Benéficidl’ "OWHETS i may Wishto prov1de the1r names and addre'
Trustee and request that’ cop1es of notlces be prov1ded d1rectly to them a

or e Grrcai s [T £

Redemption notices shail’ be sent t6 ' DTEC. " If ! ’fewer than dll- of* the Bonds' of 'a maturityi are:being
redeemed, DTC’s practrce is to determme by ]ot the amount of the interest of each Dlrect Partlclpant in the
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Bonds to’ be redeemed
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Bonds are credlted on the record da _ fied in a hstmg btthched 1 the 0O mbus’Proxy) RS
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] Redemptlon proceeds d1str1butlon R nterest payments on thé' Bonds ‘Will be midéto Cede & Co or

such(other’nommee a§’ may be requested by fan’ authorlzed representatlve of DTC “DTC’s practlce is'to! credlt
Direct’ Partr'(:lpaﬁts -accounts upon DTC s r'é('ielpt of fithdg and correspondmg détail mformatlon from*the‘City ‘o
the”Trust’ &gt the -payable ‘date i accordance"wrth ’thelr respectlve holdmgs shown' “on”DTCS" records
Payments by“Part1c1pants to Beneﬁ01al Own'e'r's w1ll“be govemed)by standmg mstructlons and- cust’(')”mary
practlces as IS tHe1Case Rith’ seltiities held for the accounts"of customers if bearer form ’or reglstered’ m “Street
name‘” and Wil bé'the’"re'sfpb‘r’rsrblh' "ot such' £ Partlclpant and not:6F DTC; 'thé’ Trustee or'thé City, sub_|ect to any
statutory or-‘regulatory’ requlrement “fhay be i ‘m effect‘from rtlmré:"to t1me'.f Payment of redemptlon proceeds
dlstrlbutlons and’mterest'payments-to Cede’&'Co; (or such 6thér ’no'him'e'e as'may' be requested by an authorlzed
representatlve iof! DTC)"]S' the’ respon51b111ty of the: Clty or‘the Trustee' dlsbursement ‘of stich’ payments to: Direct
Participants'will'bé thé’ itésporisibility of DTC; and'disburséifierit of siich’ payments to'the: Beneﬁcral Owners w1ll

be the responsibility of Direct and Indirect Participants. T

DTC may dlscontmue prov1d1ng its-services as Securities” deposltory w1th respect to the Bonds at any
tlme by glvmg reasonable notlce to the Clty or the Trustee Under such cucumstances m the event that a

d and

The Clty may’ decrde to dlscontmue tise"of the system of bdok! lentry only transfers through DTC (or a
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success'or securltles’deposnory : I ' that event certlf cates for the 'Bonds w1]l be prmted and dehvered to D F C
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TFhi¢- information in-this'séction conceffiing DTC aiid'DTC” s‘book—entry only-system ‘has been obtamed
from sources that the City believes to be reliable, but the City takes no responsibility for thé*accuracy théréof.

Addztlonal Infor matzon :

‘For every téansfer and exchange of the Bonds, DTE, thé Tristee and the Participants may chargé the
Benehclal Owner a sum sufﬁcrent to cover any ta‘( fee or other charge that' may be 1mposed in relatlon thereto
NEITHER - THE C[TY NOR THE' TRUSTEE - WILL HAVE- ANY - RESPONSIBILITY- " OR
OBLIGATION TO "ANY PARTICIPANTS, OR‘TO THE PERSONS FOR WHOM THEY ACT AS
NOMINEES WITH RESPECT TO THE BONDS, OR TO ANY BENEFICIAL OWNER IN RESPECT OF
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THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR ANY PARTICIPANT OR INDIRECT
PARTICIPANT OF ANY AMOUNT IN RESPECT OF THE PRINCIPAL OF OR INTEREST ON THE
BONDS, OR ANY NOTICE WHICH IS PERMITTED OR REQUIRED TO BE GIVEN WITH RESPECT-TO
THE BONDS, INCLUDING ANY NOTICE OF REDEMPTION OR OTHER: ACTION TAKEN, BY DTC AS
REGISTERED OWNER OF THE BONDS.

The City is entitled to treat Owners as absolute owners of the Bonds for the purpose of paying principal,
interest and redemption price. :

In reading this Official Statement it should be understood that while the Bonds are in the Book-Entry
Only System, references in other sections of this Official Statement. to registered owners should be read to
include the person for which a Participant acquires an:interest in the Bonds, but (a) all rights of ownership must
be exercised through DTC and the Book—Entry Only System and (b) notlces that are to be given to reglstered
owners will.be given only to DTC. :

General Provnsnons of the Bonds When Not in Book—Entry Only System

Durmg any perlod in Wthh the Bonds are .not.registered in the name of DTC or its'nominee; the
principal of all Bonds and the Redemption Price, if any,.of all Bonds (and the. interest payable on any date of
redemption :other than on.an: Interest, Payment Date)- shall be payable at the Principal Office of the Trustee,
which is the paying agent for.the Bonds. Interest on:the Bonds payable on-any Interest.Payment Date shall be
payable by check mailed by the Trustee to the registered owners of the Bonds at their addresses as shown on the
registration books of the City maintained by the Trustee. The interest payablé on the Bonds-on.each Interest
Payment Date will be paid to the persons in whose names the Bonds are registered as of the applicable Record
Date.. Upon request of a registered.owner of at least $1,000,000 outstanding principal:amount-of the Bonds, all
payments of interest on all Bonds shall be:paid by wire transfer in federal funds to an accountsin-the continental
United States designated by such registered owner. The principal and Redemption Price of each Bond shall be
payable in clearinghouse funds upon surrender of such Bond at the Principal Office of the Trustee. ‘The’Bonds
may be transferred or exchanged for the same total principal amount of Bonds of the same maturity of other
Authorized Denominations upon surrender at the Principal Office of the Trustee, togéther with an assignment
executed by the registered owner or by the registered owner’s duly authorized agent.” Payment'of any tax, fee or
other governmental charge, other than one'imposed by the City, arising from any transfer or exchange of Bonds
may be required to be paid by the registered owner as a condition for exercising that privilege. Neither the City
nor the Trustee will be required to transfer any Bond during the 15 days next preceding an’ Interest Payment
Date or, in the case of a proposed redemption of the Bonds; after the selection by the Trustee of such Bonds for
redemption. In the event any Bond is mutilated, lost, stolen or destroyed, the City shall execute and the Trustee
shall authenticate a new Bond upon satisfaction of the provisions of the Indenture.

SECURITY FOR THE BONDS

General _ B o .

The Bonds are limited obligations of the City and do not constitute an indebtedness of the City within
the meaning of any constitutional or statutory provisions or limitations as to indebtedness, and have no claim to
be paid from taxes of the City. As described below, the Bonds, together with the Outstanding Second Lien
Bonds, including any Second Lien Parity Bonds issued from time to time in the future, are secured by a pledge
of Second Lien Bond Revenues that are derived from the Net Revenues Available for Bonds (as defined below)
in the City’s Sewer Revenue Fund, which claim is junior and subordinate to the claim of the Outstanding Senior
Lien Bonds and any Senior Lien Parity Bonds. See “Flow of Funds —4. The Second Lien Bonds Account,”
below.



i 1fNet:‘Revenues Available: for Bonds” means: that:portion of Net.Revenues remaining in any- period,
mihus arny ‘amourits deposited ‘during that:period in the Sewer RateStabilization Accountas provided in the
Series 2017 :Bond Ordinance ‘(otherithan amounts:transferred to that ‘Account' from amounts:received upon the
issuance of-any ! Senior*Lien.iParity: ‘Bonds): and: plus: thie -amounts -withdrawn: during that: period. from: that
Account. “Net Revenues” means that portion of the Gross Revenues remaining in‘any period after providing
sufficient funds for Operation and Maintenance Costs. The terms “Gross Revenues” and “Operation and
Maintenance Costs” have the meanings set forth in APPENDIX A—“GLOSSARY OF CERTAIN TERMS.”
Pledge of Second Llen Bond Revenues
ot D, The Bonds -are: payab]e!on ai parlty basrsras to: Second Llen Bond Revenues w1thsa11 other lOutstandmg
Second:L:ien Bonds,:including.any Sécond-Lien: Parity:Bonds- issued :from-time to time in‘the future. - Second
Lien:.Bond Revenues!consist ‘of:all-Net'Revenues:Avajlable for Bonds:deposited: into: theiSecondi Lien-Bonds
Account pursuant to the Series 2017 Bond Ordinance and the ordinances authorizing: each. priot. series <of
Outstanding Second Lien Bonds and each series of Outstanding Second Lien Parity Bonds. On the Business

Day .immediately. preceding. each January?l vand} July1l4- the: ‘Authorized :Officerisi required: to-transfér. to.thé.

Trustee for deposit into the Second Lien Bonds Account the amounts required by the Indenture and any
-ordinance authorizing’the issuance: of ‘SecondLien:Bonds.Pursuant to!the-Ifidenture;such-Secorid:L\iien Bond
Revenues1 are pledgedlto the' lpayment of the prmcrpal of and mterest' on the JBonds and- al] other Outstandmg
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...-The. C1ty mamtams the Sewer Revenue Fund as.g separate (fund of the Clty to among other thmgs carry
out the prov151ons of the ordmances authorlzmg the Semor Lien. Bonds the Second Lien Bonds .any Subordinate

System are -credlted as; they are co]]ected t the Sewer Revenuc F und whlch 1s he]d by a deposrtory, bank ,whlch
is. current]y not, the deposrtory for the C1ty| S-. General Fund Net Revenues Avallab]e for: Bonds .are required
pursuant to: the Serles 2017, Bond Ordmancc to be deposrted m the fol]owmg, accounts, Jin the followmg order of
priority: B IR Y BRI RS RN ' :

R LT ATty

1. The Bond Principal and Interest Account is used to pay principal of, redemption
premium, if any, and interest on the Qutstanding-Senior: Lien\Bonds and amounts owed on Interest Rate
Hedge Agrcements for Outstanding Senior Lien Bonds. At least 10 days before each date that such debt
service payments are due with respect to Senior Lien Bonds, sufficient amounts to make such payments
shall be deposrted mto thlS Account L o
. R U H 7S PR B TR RD I ST LRI L 3 FRREINS 5 S .

2y " The' Bond Debt Sérvice: Resérve ‘Account is uséd ‘to pdy " principal of;- redcmptlon
premlum if any, and interest on the Outstandmg, Sénior Lien Bonds as the same become duieat any time
‘when thére are- insufficient funds available ‘for such purpose in the-Bond Principal and Interest A¢count
(after any available ‘amounts ‘in the Sewef Rate - Stabilization Account have first beén appllcd to that
purpose; excludmg, amounts’ in-excess of the' Bond: Debt Service Reserve Requlrement for Outst‘mdmg,
Senior Lién- Bonds), except to the'extent required to be credited to the Senior Lieni Rebate Accounts.
The Bond Debt Service Reserve Requirement for Outstanding Senior Lien Bonds is currently met by a
municipal bond debt service reserve fund policy. The City is required to deposit funds from the Sewer
Revenue Fund into the Bond Debt Service Reserve Aceount to repay any draws made under that policy.
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3. The Senior Lien Rebate Accounts are used to make required rebates of arbitrage to
the United States with respect to any Senior Lien Bonds.

4. The Second Llen Bonds Account is used to pay the prmcrpal of and interest on the
Bonds and any other Outstanding Second Lien Bonds. The City also is required to make deposits in the
Second Lien Bonds Account to meet other payment obligations under the Indenture and any ordinance
or indenture authorizing Outstandmg Second L1en Bonds The City will make debt service and other
deposits as required : ' : denture: authorrzmg Outstanding Second
Lien Bonds. Moneys “depositeéd  in"the Second"'Llen ‘Bonds “Account shall be transferred by the
‘Authorized Officer on the dat ;deposned 10; the rustee and the trustée or paying agent for each series
of Second Lien Bonds in ‘order'to satlsfy the debt §ervice and other payment obligations, including with
respect to Interest Rate.Hedg Agreements und he Indenture and any ordinance or indenture .
authorizing such Outstandmg‘_ il foneys on deposit in the Second Lien Bonds
Account shall be applied wi ticular series of Outstanding Second Lien Bonds.

e Accounts for certain Series of Outstanding
/ count secures only the Series of Outst/amdmg
: The Debt Service Reserve Requirement for certain
;be met by scparate mun1c1pal bond debt service

The City ‘has est
Second Lien Bonds. Eac
Second Lien Bonds for whic
Series of Outstanding Seco

5. The Subl di ns“Account is used to make debt service payments
and other required dep051ts with respect to any outstandmg Subordinate Lien Obligations. As of the
date of this Official State ;Llen Obligations outstanding are certain loans by
the Illinois Environmenital Protectiot Agéncy (“IEPA”).  See- -“OUTSTANDING DEBT AND
ANNUAL DEBT SERVICE=Subordiniate: Obligations:” The City. is obhgated to make required debt
service and other deposits+ in®ihe ordifiate” Tien Obligations~ Account on the Business Day
immediately preceding each..January. 1-'{_-_=;__ d-:Jul Moneys on deposit in the Subordinate Lien
Obligations Account shall-be:applied without:piiority:t6 any subaccounts established in the Subordinate
Lien Obligations Account, as directed by a certificate of the Authorized Officer.

6. The Commercial Paper and'Line of Credit Account is-used for the purpose of paying
such amounts as may be required to be paid by the related trust indentures governing Commercial Paper
Notes, and for the bu'rpbse of paying such'amounts as may be required to be paid by the related line of
credit agreement governmg such Line of Credit Notes

7. - - The Sewer Rate Stablllzatlon Account isused at the City’s dlscretlon in any year, to

- pay any expenses of-or obligations of the Sewer System, including, without limitation, Operation and
* Maintenance Costs, deposits in‘the Bond Principal and Interest Account, deposits in the -Bond Debt

Service Reserve Account, deposits when due in-the Second Lien Bonds Account (but only if and to the
extent no-amounts are required to be deposited in the Bond Principal and Interest Account and the Bond
Debt Service Reserve Account), deposits when due in the Subordinate Lien Obligations Account (but
only if and to the extent no amounts are required to be deposited in the Bond Principal and Interest
Account, the Bond Debt Service Reserve Account or the Second Lien Bonds Account), deposits when

- due in the Commercial Paper and Line of Credit Account (but only if and to the extent no amounts-are

required to be deposited in the Bond Principal and Interest Account, the Bond Debt Service Reserve
Account, the Second Lien Bonds Account, or'the Subordinate Lien Obligations Account), the costs of
any Interest Rate Hedge Agreements or other similar arrangement or any costs of repairs, replacements, '
renewals, improvements, equipment or extensions to the Sewer System. The Sewer Rate Stabilization
Account must be used to make all required deposits to the Bond Principal and Interest Account and the

‘Bond Debt Service Reserve Account ‘when no other' funds-are available for that purpose.” Any Net

Revenues remaining in any period and not required to be deposited in the Bond Principal and Interest
Account, the Bond Debt Service Reserve Account, any Senior Lien Rebate Account, the Second Lien

13



- Bonds Account;the Subordinate Inien:Obligations Account;:or.the Commerciali Paper and Line of Credit
Account may be transferred to the Scwer Rate Stabilization-Account:at any time upoén the direction of
the Authorized Officer. For more information concerning the Sewer Rate Stabilization Account, see
;“FINANCIAL OPERATIONS = Hlstorlcal and Pro_]ected @peratlons o .

RUFE AR e b oo oein I R N H AN N N poione e b

The followmg chart demonstrates the ﬂow of funds ﬁom the Scwer Revenue Fund as descrlbed above.
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i o1 o 1Anynfunds,available,in.jthe, Sewer; Revenue .Eundsafier. thecrequirements 1above have been satisfied or
whlch ‘are not,necessary. tosatisfy ;such requirements may; be. used for any-lawfulipurpose of the Sewer. System.
Funds: in; the- Accounts ; dn the, Sewer;Revenue (Fund; established. in~the: Ser1es 201,7 Bond Ordinancesmust be
invested in Permitted Investments AII amounts in; the Bond: Debt Serv1ce__Reserve Account. and each Senior
Lien Rebate Account must be invested in Permitted Investments that are held separate and distinct from those of
any:otherFundsr or: Accounts. ) -Investments: shall-be scheduled. to- maturebefore . needed for the respective
:purposes.of each .of such'accounts. :Allinvestment.€arnings’ oniany such::Accounts so invested must be;credited
to.the Sewer:Revenue-Furid and: shall be. considerediGross*Reévenues; except thatiearnings onithe invéstment of
amounts: on: deposit-inithe -Senior :Lien-Rebate ‘Accounts:shall :not -be:considered- Gross-Reveiiues: and’ shall be
retained';in; the respcctlve Senior. Llen Rcbate Accounts- except to the ;extent:no:. longer requrred for rebate

purposes

AR |J i .h. 1 ."'l

ol The Serles 2OIOB Second Llen Bonds are quahf'ed “Burld Amerlca Bonds” for purposes of the
Amcrlcan Recovery and Remvestment Act of, 2009 (the “Recovery Act ), Wthh allowcd thc City to receive
IF cderal Sub51d1es from, the; Unijted States Trcasury. in connection, wrth such bonds ,Because, Bu1ld America
Bonds dld .not exist at. the time .of | the .original . ﬂow of funds structure such .Federal Subsrdles .were not
contemplatcd and,have never bcen mcluded in the tlow of funds Thus, Gross Revenues of the Sewer System in
the ;table above do not. mclude any such. Federal Subsndy payments,.so the Federal Subsndles that, may be
recelved by the City, are not requrred 1o be. deposrtcd by-the City- into. the Sewer:Revenue Fund. Accordingly,
such Federal Sub51dlcs do not constitute security. for, and are not. avallable for payment of the Bonds or any
othcr Second Lien, Bonds nor any. Semor Lien Bonds, Subordinate Lien Obligations, or Short Term Obligations.

.
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Payment of Debt Service on the Bonds

- The Indenture establishes the 2017- Second Lien Bonds Revenue Fund to be held and administered -by
the Trustee. Under the Indenture, the Authorized Officer is required on the Business Day preceding each
January | and July 1 to transfer to the Trustee for deposit in the 2017 Second Lien Bonds Revenue Fund the
amounts required to be deposited in such account from amounts on deposit in the Second Licn-Bonds' Account:
The Indenture establishes Principal and Interest Accounts within the 2017 Second Lien Bonds Revenue Fund.
Moneys on deposit in the Principal ‘and Interest Accounts will be held by the Trustee for the sole ‘and cxclusive
benefit of the Bonds and used for the purpose of paying the principal of and interest on such Bonds as it
becomes due.

Second Llen Rate Covenant

ln the Series 2017 Bond Ordinance and the Indenture the City covenanted for the benefit of the Owners
of the Bonds, to establish, maintain and collect at all times. fees, charges and rates for the services provided by
the Sewer System sufficient at all times to (a) pay Operation and- Maintenance Costs and (b) produce (i):Net
Revenues Available for Bonds:sufficient to pay the principal of and:interest on all. Senior Lien Bonds then
Outstanding from time to time and to establish and maintain the-Bond Principal and Interest Account and the
Bond Debt Service Reserve Account as may be covenanted in ordinances authorizing the issuance of Senior
Lien Bonds, which Net Revenues Available for Bonds must each Fiscal Year at least equal one-hundred fifteen
percent (115%) of the sum required to pay promptly when due the debt service for the Fiscal Year on all Senior
Lien Bonds then Outstanding; (ii) Second Lien Bond Revenues-sufficient to: pay the principal of and interest on
all:Second-Lien/Bonds then' Outstanding: from time to time and to-establish“and maintain the Second Lien Bonds
Account ‘as may be covenanted in the ordinances authorizing the issuance of Second Lien Bonds, (iii) amounts
sufficient to pay the principal of and intetest on'all Subordinate Lien Obligations then Outstanding from time to
time ‘and- t6 ‘establish and maintaini‘ the Subordinate Lien Obligations Account for the Subordinate' Lien
Obligations:a$ may be covenanted in the ordinances authorizing the issuance of Subordinate Lien’ Obligations,
which-amounts-must each'Fiscal Year at'least equal one, hundred fiftcen percent (1 15%) of thie sum'required: to
pay ‘promptly:when due debt service for-the Fiscal Year on all Subordinate Lien Obligations Outstanding, and
(iv) amounts-sufficient'to pay the principal of and interest on all Short Term Obligations then Outstanding from
time to time and to establish and maintain the debt service account for the Short Term Obligations as may: be
covenanted ‘in" the contracts' governing the issuance of Short Term Obligations. The Indenture provides that
these fees, charges and rates may not be reduced while any Bonds are Outstanding below the level necessary to
ensure compliance with the foregoing covenant.

The City will, prior to the end of each Fiscal Year, conduct a review to determine if it has been and will
be in compliance with the rate covenant set forth above. Whenever the annual review indicates that projected
Gross Revenues will not be sufficient to comply with the rate covenant, the City will prepare or cause to be
prepared a rate study for the Sewer System identifying the rate changes necessary to comply with the rate
covenant and the Budget Director and the Authorized Officer shall recommend appropriate action to the City
Council to comply with this rate covenant, which may include rate increases or expenditure reductions.

Additional Second Lien Parlty Bonds

Additional Second Lien Parity Bonds may be lssued as provided in the Indenture, for any lawful
purpose of the Sewer System, including to refund Outstanding Senior Lien Bonds, Second Lien Bonds,
Subordinate Lien Obligations, Commercial Paper Notes, or Line of Credit Notes, in each case upon compliance
with certain conditions set forth in the Indenture. See APPENDIX B — “SUMMARY OF CERTAIN
PROVISIONS OF THE INDENTURE — Additional Second Lien Parity Bonds.”
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Subordinate Obligations

The City has entered into loan agreements with the IEPA as shown in the following table, to fund Sewer
System projects. Each loan constitutes a Subordinate Lien Obligation. It is anticipated that the City will enter
into additional IEPA loans in the future. Subordinate Lien Obligations, including the [EPA loans, have a claim
to payments from amounts in the Sewer Revenue Fund that is subordinate to the claim of the Bonds.

IEPA SEWER REVENUE FUND LOANS OUTSTANDING"

Amount of Loan Outstanding

Loan Final Maturity Date Interest Rate (%) (Dollars in Thousands)
L17-2509 August 28, 2027 2.500 $ 913
L.17-3629 June 21, 2031 0.000 11,093
1.17-4565 December 30, 2032 1.250 14,925
L_1 7-4682 ' March 20, 2033 1.250 ’ 14,717
L17-4863 March 4, 2034 2295 13,475
‘L.17-5006 July 21, 2035 1.930 51,906
L17-5230@ June 9, 2036 1.995 49,639
L17-5224% August 18,2036 1.860 3715
Total Qutstanding Principal Balance® $160.383
@) Outstanding principal amounts as of June 6, 2017.
2) Loan L17-5230 has additional disbursements in process that will bring the total loan amount to-$56,178,269.91. Loan L17-
5224 has additional disbursements in process that will bring the total loan amount to $4,775,222.40.
3) This total does not include threg 1EPA loans. They are the following loans, L17-5328 for 63,000,000.00 with an interest rate of

1 860% and an estimated maturity date 0f 2039, is expected to close prior to January 1, 2019 L17 5323 for $8,112,157.81 with
an interest rate of 1.750% and an estimated maturity date of 2038, is expected to close prior' t6 Décember 31,2017, . 17-5396,
pending loan agreement from 1EPA, for $30;823,244.69 with a projected interest rate of 1.975%and an estimated maturlty daté
of 2039, is expected to close prior to December 31, 2018. Until disbursements of these loans are finalized, the cxact prmupdl
amounts of the loans, the debt service schedules and the maturity dates are not set. -

The Series 2012 Bond Ordinance authorized the issuance from time to time. of Commercial Paper Notes
and Line of Credit Notes for. the purposes of financing or refinancing capital improvements to the Sewer System
or providing funds to meet the cash flow needs of the Sewer System, among others. The maximum aggregate
principal amount of all Commercial Paper Notes and Line of Credit Notes outstanding at any one time may not
exceed $150,000,000, without further authorization from the City Council. The claim of.any Commercial Paper
Notes or Line of Credit Notes for payment from moneys in the Sewer Revenue Fund is subordinate to the claim
of the Bonds. The City has no Commercial Paper Notes nor Line of Credit Notes outstanding pursuant to this
authorization, however the City reserves its rights to issue Commercial Paper Notes and Line of Credit Notes in
the future.

All interest rate swaps associated with the City’s Second Licn Bonds have been terminated, however the
City reserves its rights to entcr into intercst rate swaps in connection with Second Lien Bonds in the future.

DEPARTMENT OF WATER MANAGEMENT

The Department is an executive department of the City with responsib-ility for the operation,
maintenance, repair, improvement and extension of the Water System and the Sewer System. Separate water
and sewer funds are maintained to comply with legal requirements. '

The budgeted employment level of the Department as of December 31, 2016 for Sewer System
employces was 591 (this represents the total number of Sewer System employees on the City’s payroll and
excludes leaves of absence and duty disability). The Department includes employees with professional



qualifications in the fields of engineering, law, science, construction management, public sector management
and financial management, as well as skilled technical personnel. Substantially all of the Department’s
employeestare covered by collective bargaining agreements that expire in 2017. The Department has worked to
increase use 'of seasonal employees, lower:the hourly rates-for-apprentice workers; lengthen-probationary periods
and reduce overtime ratés for certain trades. The Department believes these efforts will create greater flex1b1hty
in managing its work force and make-it more competitive with private construction companies.

The Department is building -efficiencies- and -cost “savings- for the- City by coordinating the activities of
the Sewer System with the .work of other City agencies, the Office of the Mayor, other City departments and
private utlhty prov1ders For example the Department and other Clty agencies participate in regularly
scheduled coord1natlon meetm;,s to review cr1t1cal infrastructure’ requnrements share in,, the costs of
administration, set. program deadlines, work with  tax-increment financing caprtal planning and ensure the
Chicago Department of Transportation manages rlghts of way scheduling.and constructlon The Department has
increased its use of- mappmg and technology. Some-of the key beneﬁts froml !programs include but are not

limited to: (i) the. ablllty to update existing systems like 311 from the ﬁeld;_ (i), the ease of mtegratlng, the

Geographic lnformatlon System with other systems such as the Department s work order management system
metering system, and schedu]mg software; (iii) the abrllty to coordinate with field’ crews and off—s1te contractors
directly; and (iv) havmg live data presented in a, v1sual format that prov1des a full operatlonal p1cture and true
status updates. The Department pushes information out into the fi e]d uslng ‘mobile devicés so that the
construction and‘maintenance crews can quickly and easily follow the plan and report-back live informationand
progress of their work. :

Organization:and Staffng Ml T e B

approval of the' Clty C_ounc“ll.; On May ]12 2017 Barr'e_t: N : ; ( T¢
Department, effectlve as of June 2, 2017., A]fonzo Conner h __=been appon‘ted by the Mayor ..s Actin
Commissioner; effective«as :of June-3~--2017. ‘Under the tdirection: of ithe: Comm1ss1oner,. the Department is

organized into five bureaus and the Commissioner’s office as follows:#i+ < v =i

.......
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Admmlstratlve 'Support;- This bureal is: responsrble for the'co]]ectlon and dlssemmatlon ofall fi nanc1a]

information;’ procurement and contract adm1n1stratlon personnel labor relatlons mtormatlon technology and
Pa)’roll P ety R B R TR A

I

Q)eratlons and Distribution: This' bureau is’ responslb]e for the maintenance; repair and 1nsta]]at10n of
water and sewer mains and appurtenances, including valves; fire hydrants, manholes, catch basins arid“valve
basins.’

Water Supply: - ‘This bureau-is responsible for the treatnient, purification, pumping and monitoring the
quality and purity of the water supply.
Engineering Services: This bureau is responsible for providing engineering and inspection support for

the planning, deslon expdnslon rehabllltatlon operatlng, monltormg and |nspect|on of the Water and bewer
Systems.

Meter Service: This bureau is responsible for water meter installation, reading and repair.

S S



The City maintains a self-insurance program, including casualty coverage, general liability coverage and
workers’ compensation for the Department. The City also maintains replacement-cost property insurance that
covers the major facilities of the Sewer System.

Description of Physical Facilities
" The Sewer System consists .of approximately 4,400 miles of sewers, ranging in size from six inches to
over 21 feet in diameter. The tables below provide a proﬁ]e ofthe transmission facilities of the Sewer System

by size, age and length

WASTEWATER TRANSMISSION AND COLLECTION FACILITIES

Size (in inches) Length (in miles) Percent of System
2 6-36. i, 373000, ¢ .+ 83.8%
42-84....veeeeeeeenen 525 11.8
.., Larger tha_m’ &4.......... . 197 . . 44
- Total..ieoeeeeeeee . 4,452 100.0%
Years Placed in Approximate Appi'oximate
Service Length (in miles)  Percent of System
2011-2020.....cucrcveeecreinnee 94 2.1%
2001-2010....ccvceereerenenenes 115 2.6
- 1991-2000.......ccceerrernenen 181 4.1
- 1981-1990........ccoceeveennene. . 151 3.4
1961- 1980.....omiirnanas ‘ 373 8.4
1941- 1960......coreerererneanes 398 89
1921- l940....~. ...... ORI 889 ' 199
1901-1920............... R ~ 1,060 23.8
Prior to 1900................... Lio1 _26.8

Total ... 4,452 457 _ 100 0%

Thesc wastewater collection and transmission facnhtles primarily operate as a gravity system.
Capital Improvement Program

The City, through the Department, continually improves and rehabilitates the Sewer System. To
provide for future additions to the Sewer System, replacement of facilities and rehabilitation of existing
facilities, the Department has prepared a projected capital improvement program covering a ten-year period
from 2012 to 2021 (the “Capital Improvement Program”). The Capital Improvement Program is currently on
schedule and within budget. Over its ten-year period, the Capital Improvement Program is projected to
rehabilitate 699 miles of sewer main (220 miles of sewer main construction and 479 miles of sewer main lining),
line 95,000 sewer structures, and.create approximately 14,000 direct jobs. These figures, which are approximate
and subject to change, reflect the Department’s proposed expenditures for capital improvements over the course
of the Capital Improvement Program. Actual expenditures are subject to annual approval of the City of Chicago
Office of Budgct and Management.

The City rchabilitated 380 miles of sewer mains and lined 70,000 structures between 2012 and 2016.
Through the end of the Capital Program (2021), the City is on schedule to rchabilitate an additional 319 miles of
sewer mains and line an additional 25,000 structures. The ongoing projects of the Department will ensure
continued economical and reliable delivery of sewer services. The Department may revise the list of specific
improvements and revise cost allocations among improvements, as well as make substitutions to meet current
needs and to provide for the efficient operation of the Sewer System. Under the Capital Improvement Program,



" it is expected that approximately 30 percent of.the 2017 projects-will be funded. from:net.revenues of the Sewer
System with the remainder funded: from 1EPA"State Revolving Loan Punds grants and the:sale of mdebtedness
of the Sewer System. don P NI

The Sewer System’s expenditures for 2012 through 2016 and projected expenditures for-2017 through
2019 of the Capital Improvement Program are summarized in the table below. The information presented in the
table: reflects the:Department’s:expected-allocations'of. resources:to:various . projects, but does. not.necessarily
represent:an:expectation:of-actual:cash: expendituresifor:thesé: projects; whichrare subjectito:annual :approval: of
the City of Chicago Office of Budget and Management. The primary sources of funds:to undertake these
projects are expected to be proceeds from contemplated debt issuances, including IEPA loans, as well as funding
from current sewer revenue (also Teferred to as(¥pay: go”)’ )See {FINANCIAL.OPERATFIONS — Historical and

Projected Operations.” 7

itone D ety i

Funding

Sources 2012 2015
Bonds $150 $93 $107
Pay-Go 24 47 38
Grants - - -
IEPA Loans 20 | 98 101
Total $194 - $238 $246

* Amounts shown are in millions "’ v

_ The Department has apphed for and recelved funding trom the [bPA Clean Water Initiative State
Revolving Loan Fund Program.” “This program prov1des loans for -a- twenty year repayment term in most
instances with shorter repayment schedu]es negotlated under certain project’ crrcumstances The loans, which
are Subordinate Lien Obhgatlons are provided at s1mple interest ‘and payback .does not begin until the
completion of the construction. Interest rates for the program are estabhshed annnally, and are calculated and
applied at one-half the Bond Market Interest Rate, deﬁned as the mean interest rate of the Bond Buyer 20 Bond
General Obligation Index for the: precedmg fiscal year: The interest rate in effect at the time of origination
remains fixed for the life of the loan See “OUTSTANDING D]:BT AND ANNUAL DEBT SERV]CE—

Subordinate: Obhgatlons Rl st

CAlate iy, ST st desten i e

USEPA

In 1975, the Water Reclarnation: District ‘began. the ‘construction . of. its Tunnel:'and‘Reservoir_Plan
(“TARP”) project: toaddress‘combined: sewer ‘overflows (“CSOs”) in the ‘metropolitan:Chicago: areal Tunnel
systems have been:completed:i: The project will be: comp]etedlupon the fi nal completron of the reservoirs, which
is expected to be in. ’7029 B P : o -

In: ’7004 the Unlted States anronmenta] :Protection: Ag,cney (“USEPA”) requested 1nformat10n from
the :Department concerning-the:City’s- compliance. with regulatory’ requirements. under. the: Clean ‘Water Act
pertaining to CSOs in Chicago’ area’ waterways:*'Overflows'may .occurwhen the:combined flow of:storm water
run-off and sanitary sewage exceeds the capacity of.the Sewer System and‘the sewage collection and treatment
facilities of the Water Reclamation District.

The Department receives‘requests for information from USEPA regarding CSOs and related issues from
time to time, to which it responds.: The:NPDES permit for City CSO outtlows is currently being rencwed.
Various environmental groups have submitted comnients to the:IEPA objecting to the proposed permit, but have
not filed’ any citizen-suit 60-day notice: letter:or litigation. - According to'the USEPA-MWRD CSO settlement,
approved by federal district and circuit courts, the currently prolected completlon date for the: TARP project is
now /079 ROV e )
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SEWER SYSTEM

General

The Sewer System provides sewage and drainage collection and conveyance for a service area of
roughly 230 square miles inhabited by approximately 2.7 million people.

The Sewer System was designed, constructed and continues to be a combined system to provide for
collection and-conveyance of both sanitary sewage and storm water run-off in common sewer conduits. The
Sewer System is not responsible for; and does not include any facilities for, the treatment or disposal of sewage.
It is limited to collecting and conveying wastewater to the interceptor sewers of the Water Reclamation District,
an independent government entity with exclusive responsibility for sewage treatment, sewage disposal and flood
control in the City and neighboring suburbs. The Water Reclamation District is charged with providing and
managing the facilities for the collection (through a network of approximately 536 miles of intercepting scwers
and force mains), treatment and subsequent disposal of sewage from the City and surrounding areas. The Water
Reclamation District finances its operations primarily through the imposition of an ad valorem tax in the area
that it serves. o = ' "

The City is solely responsible for the Sewer System except with respect to direct connections to rivers
and waterways, in which case approval must be obtained from the Water Reclamation District or the U.S. Army
Corps of Engineers, and direct connections to'the. Water Reclamation District, in which case approval must be
obtained from the Water Reclamation District.

There are no significant areas of the City without sewer service and, except for a very limited number of
industrial users who have direct connections to the Water Reclamation District’s interceptors, connection to the
Sewer System is the only feasible means of wastewater disposal for nearly all City users. By regulation of the
Department, all sewer work performed within the City or connecting to the Sewer System or to the City’s
waterways, whether on public or private property; is subject to approval by the Department.

The following table shows the population of the City for the past five decades:

SEWER SYSTEM SERVICE AREA

POPULATION
Year - Population
1970 3,369,357
1980 3,005,072
1990 2,783,726
2000 2,896,016
2010 2,695,598

Source: U.S. Census Bureau.



FINANCIAL OPERATIONS

Recent Sewer Service Rates

Revenues from sewer service charges:provide funds for:.the operation, maintenance and:debt service:of
the Sewer System The Sewer Revenue Fund rece1ves no share of any state or local property or incorme taxes.

:Sewer service rates are set by ordmance The sewer serv10e charge is establlshed in anramiount: designed
to.pay .the.costs of. Sewer: System.operations ‘and capital. improvements} including- any related.debt;service.. The
current icharge for. sewer Service  isran: amount-equal-to::100:. percent ofthe. gross amount. charged-. for water
service, whether such water service is metered or nonmetered B I U T ETTL SRS

Hrstorrca] rates are; shown in; the followrng table The sewer rate Ais.now; equal to the- ‘water rate... By
ordmance annual ‘Water..System, rates are now: automatically. adjusted by-applying to-the,previous, year’s rates
the.rate: of mﬂatron,. calculated:basedion.the Consumer:Price Index—Urban..Wage Earners: and Clerical: Workers
“(Chicago All Items) published by the United States Bureau of Labor Statistics for the 365-day period ending:on
the most recent January 1. Such increases do not require further action by the City Council. Any such
automatic annual increase, however, shall be capped at 5% of the prévious.year!s-rate. -Because.the sewer rate is
now.equal to-the: water rate, sewer rates would:also: increase:based on:any. increase-in.the ¢ensumer price index
beéginning June;l, 2016; anid- every: year thereafter.-- The City Council may take -action .at:any. time:to alter the
then-current schedule of water or sewer rates. Under certain conditions, the Authorized Officer shall.recommend
appropriate actron to the C1ty Counc1l to eomply w1th the Rate Covenant See “INTRODUCTION Rate
Covenant ” . : ST e Ly

" “*Water Rate’
Gross Water Increases: - EE p
Rate Per 1,000 . Approved by  Percentage of Per 1,000 ercentage
Effective Date Gallons . Clty Councll Water Blll Gallons Change
January 1, 2007 ....... $1.33 C e ) 83% .10 e
January 1, 2008....... 1.53 . 15% 84% . 1.28 16%
January 1, 2009....... 1.76 T 15% 85% 1.50 16%
January 1,2010....... 2.01 ' 14% 86% 1.72 15%
January 1,2011...... 2.01 S 86% |02 2 —
January 1,2012...... 2.51 25% 89% 2.23 29%
January 1, 2013...... 2.88 15% - = 7 r92% 2.65 19%
January 1,2014...... 3.31 15% 96% 3.18 20%
January 1, 2015...... 381 = 15% 100% 3.81 20%
June 1, 2016............ 381 e 100% 381 e
June 1,2017........... 3.88 1.83% 100% 3.88 1.83%
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Sewer Rate Comparisons

The following chart compares the Sewer System’s single family cost per 7,500 gallons of water to the
rates charged for the same level of water usage by the water systems serving other selected U.S. cities. The
amounts shown are intended to reflect comparable charges for similar service for comparison purposes only and
are not intended to reflect all components of the rates and charges for the cities listed. The Sewer System rates
for all accounts located within the City are a percentage of the Water System rates. Metered water rates are
based on a dollar rate per thousand cubic feet. The assessment of non-metered users is based on a formula
related to the size of the relevant property and other use-related factors. Because the Sewer System rates are
calculated as a percentage of the Water System rates, Sewer System rates also increase when Water System rates
increase.

___Sewer Rate Comparisons (as of June 6,2017)*

$100
$90
$80
$70
$60
$50

' Single Family Cost of 7,500 Gal (Monthly)

Source: City of Chicago, Department of Water Management

*The City’s Department of Water Management does not operate any sewage treatment facilities. The rates shown for the City and
Milwaukee reflect sewer charges that include wastewater transmission only. The rates shown for the other cities reflect sewer charges
that include wastewater transmission and wastewater treatment.

Sewer Accounts

As of December 31, 2016, the Sewer System supplied 494,264 accounts. As shown in the table below,
of these 494,264 accounts, 67,130 were exempt accounts for a total of 427,134 revenue paying sewer accounts.
Pursuant to an ordinance adopted in 1982, all new water accounts, regardless of character, and all new services
to existing water accounts are required to be metered. Since 2009, the Department’s MeterSave Program has
installed approximately 15,000 new meters annually. Senior citizens age 65 and older who reside in their own
single-family residences with a separate water meter or water charge may apply for an exemption from payment
of the sewer service charge. Senior citizens age 65 and older living in condominiums are eligible to apply for an
annual rebate of $50 on sewer service charges.
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The following table reflects the total accounts of the Sewer System, nonmetered and metered, net of
exempt accounts, for the years 2012 through 2016.

Water System and Sewer System Accounts

Water Accounts Sewer Accounts
Year Ended Non-

December 31 metered Metered Total Exempt Total
2012 s 290,863 205,097 495,960 61,502 434,458
2013 .., 273,426 2'20,759 494,185 62,393 ' 431,792
2014.................. 250,304 241,304 491,608 62,856 428,752
2015 s 227,801 266,284 494,085 64,781 429,304
2016 ... 206,913 287,351 494264 67,130 427,134

During 2016, residential accounts represented approximately 68 percent of Sewer System revenues and
industrial and commercial accounts represented approximately 21 percent of such revenues. The remaining 11
percent of revenues were derived from governmental and not-for-profit organizations. During the same period,
metered accounts were approximately 70 percent of such revenues. All industrial and commercial accounts are
metered. There are no large industrial or commercial users that account for more than five percent of Sewer
System revenues. The five largest accounts of the Sewer System are shown on the following table.

Fiscal Year 2016 Five Largest Sewer Accounts by Revenue

Revenue
Customer (dollars in thousands)
City of Chicago Department of Aviation $4,498
Chicago Park District — Lincoln Park 1,267
Ford Motor Co. 912
Cook County Sheriff 846
City of Hometown, IL 546
Total of Top 5 $8,069
% of Sewer Sales 2.2
Total Billed Sewer Fees” $374,210

Source: City of Chicago, Department of Water Management
(1) Actual amounts billed during calendar year; diffcrs from Sewer Fund Basic Financial Statements which include charges
accrued for calendar year regardless of year in which billed.

Collections and Delinquencies

The Department of Finance follows the same collection strategy for collecting sewer accounts as it does
for water accounts, as described below. The Department of Finance bills most large industrial accounts each
month, with a fcw exceptions that are billed quarterly. Metered commercial and residential accounts are billed
once every two months. Non-metered accounts are billed once every six months. Chicago residents receiving
both water and sewer service from the City, as well as refuse collection services provided by the City’s
Department of Streets and Sanitation, are sent a unified utility bill which details the charges for each service.
Pursuant to the Municipal Code, payments on the unified bills are allocated pro rata among the charges shown
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on the bills, with oldest unpaid amounts being paid first. The first unified bills which included refuse collection
services were sent between April and September 2016 to residents. Beginning March 1, 2107, unified bills
include the Chicago Water. and Sewer Tax. To date, the allocation of partial payments on the unified bills to
water accounts and refuse collection services have not had:a material adverse effect on the collection by the City
of sewer charges. See “INVESTMENT CONSIDERATIONS — Other Considerations — Unified Billing” for a
discussion of certain risks related to the inclusion of .the refuse collection services fee, together with the water
and sewer charges, on a unified bill.

Payments on both metered and non-metered accounts are due 21 days after-the bills are issued.: A late
payment penalty assessed at a monthly rate of one and one-fourth percent is imposed on all sewer charges in
excess of $10. 00 for which payment in fu]] is not received w1thm 30 calendar days from the date the bill was
issued. . :

Delinquency: notices, which were generated-at an‘average rate of 24,319 per week in 2016, are sent to
delinquent account holders when their balances are.30 days past-due. A second delinquency notice is sent.after
60 days. A third delinquency:notice is sent-after 90 days::. After an-active account reaches 210 days past due
with .a balance greater: than $300, ‘the ac¢ount is referred to an outside law firm for collections. Inactive
accounts (those that do not currently have water or sewer service) that are 91 days past due with balances of
$200 or greater are referred to an outside law firm for collection. The outside law firm may pursue collection by
obtaining a judgment at the City of Chicago Department of ‘Administrative Hearings, recording a lien against the
property, or by addltlonal legal collection actlons '

Addltlonally, active accounts are ellglble to be posted for shutoff by the Department where accourit
balances have not been paid for 60 days or longer and the account balance is $350 or greater. Properties which
have been posted are eligible for water service to:be shut off by the Department if the accounts remain past due
12 days after posting and the balance requirement is met. Due to the concern for public health, the Department
of Finance makes every effort to collect delinquent accounts prior to the Department terminating water
service. Tt is not possible to terminate use of the sewer. system by an individual user unless water 'service is
terminated. Further, by ordinance, when a property is transferred, a deed cannot be recorded with the Cook
County Recorder of Deeds unless the Department of Finance certifies that all water and sewer service charges
and penalties due and owing for service to that property have been paid in full.

The amount of annual net sewer charges and cash collected from current and prior years’ billings are
included in the table below.

“~ANNUAL NET SEWER CHARGES """

Cash Collected
During Year for
Net Sewer Current and Prior Percentage of Charges
Year Charges'*? Years” Charges’”” Collected

2012 260,417 240,556 92.37
2013 e 276,339 269,732 97.61
2004 e, 331,774 310,178 93.49
2005 386,333 361,465 93.56
2006 374,210 366,867 98.04

(1) Dollars in thousands.

(2) Actual amounts billed during calendar year; differs from Sewer Fund Basic Financial Statements which include charges
accrucd for calendar year regardless ol year in which billed.

(3) Includes collections tor sewer fees and other revenue related to sewer lees.
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Sewer System Revenues Not Connected ‘to-the;State of Illinois -.:

The State -of Illinois .is-;obligated to:make:paymentsito:the City in iristances wheére it is a user.of the
Sewer. System; except in situations and to-the extent:that the applicable State of lllinois property. qualifies. for an
cxemption. -The revenue from.the: State as user accounts for less-than one percent:(1%) of the Sewer System’s
annual_operating. revenues. : No-operating revenues from:any users:ofthe Sewer: System flow. through the State
of lllinois. All such revenues are paid directly to the City. i : Co e

Annual Budget Revnew and. Implementatlon -of Annual Budget

The Department S annual budget is developed and 1mplemented[as part of(thc,Clty 'S- annua] budget and
1t is based upon an analysis of its historical Operation and Maintenance Costs. If projected Gross Revenues are
not sufficient to satisfy the rate covenants contained in the ordinances authorizing the Bonds and Senior Lien
Bonds and Second: Lien Bondsi-as detérmined by the City,pursuantito;its-annual review of the:Sewer System, the
Department - is-: required;; -after iconsultation ;iwith;; the;*Budget :Directot rand,»when~appropriate;.-a qualified
independent ‘consulting engineer,;to're‘commend"abpropriat‘e'l'action to:the City:Council:toi comiply..with thetrate
covenants.. See SSECURITYiIIFOR THE:BONDS: Rate Covenant Pt necessary, proposed rate
increases:will be 1nc1uded in: the Department s proposed annua] budget i . ot el

ST ST B I

' R L N N TR ey ating el ; TSI :
T E-Once thc;Department ;has. prepared and ﬁnahzed sits: proposed.;annual xbudget the Budget Dlrector
considers the Department’s proposed budget along with the;;proposed- annual;:budgetsr, recommended- and
submitted by all of the other departments and agencies whose budgets become part of the City’s proposed
annual:budget. Following the Budget. Director’s approval, the budgets:must be:approved:by-the Mayor, the City
_ Council’siCommiittee;on:Budgeét.and Govérnmental Operations.andithe:City. Coundéilli After:thie.City.Council-has
approved the proposed annualt budgetﬂas; the C1ty S annual,approprratlon» ordlnance sitiis; forwardeduto theJMayor

Should the Mayor veto the approved annual approprlatlon ordlnance the Clty Counc1l may ovemde the
veto w1th aitwo-thirds. vote A . v i S . e

- [ HNIERS I . i, i : — " SEEOT L _.-.;',‘."
The C1ty Counc11 may also; refuse,to approve.the Mayor S: proposed annua] budget ln such .a case,ithe
appropriate process for passage of the City budget may have to be judicially determined. By law, the City’s

budgetimust be: approved. by December,31tof the: year. preceding:the budget year:,  The: C1ty s:2017 budgct was

approved by the City Council on November 16, 2016. : s

During each year, the City allocates:certain. funds to-meet debt service requirements and central services
and General Fund reimbursements. The_}}udget Director uses an allotment system to manage each department’s
expenditures against its respective annual a" oriat: 1on The Budget Director requires departments to submit
quarterly allotment budgets which the Budget Dlrector in_ tum ,monitors. Should any department’s
expenditures exceed its” recelpt of revenues the _d_'get Dlrector, ough the quarterly budget allotment
procedure, has the authorlty to instituté® economy' measures against ‘such department to-ensure that its
expenditures do not exceed or outpace its revenue collection. Durlng 20|6 there were no such restrletlons in
the Department’s quarterly expenditures. 7.+ P4

Historical and Projected Operations

Following are the Sewer Revenue Fund’s Statements - of Operations, including debt service
requirements, as summarized from the audited financial statements of the Sewer Revenue Fund for the years
ended December 31, 2011 through December 31, 2015, together with projected financial operations and
projected debt service requirements for’ the years endmg December 31, 2016 through December 31, 2019.
Projected operating revenues for 2016 are derived from preliminary unaudited results and are subject to revision.
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The Sewer Revenue Fund’s operating revenues for 2015 increased by-$53.649 million compared to
prior year operating revenues. This increase of 16.6 percent is primarily due to an increase in Water System
rates and Sewer System rates.

The Sewer Revenue Fund’s operating expenses before depreciation and amortization for 2015 increased
$191.410 million from the year ended 2014 due to increases in pension expenses due to implementation of
GASB 68 and increased General Fund reimbursements. Depreciation and amortization increased due to an
increase in utility plant.

For 2016, projected operating revenues are estimated to increase by 2.6%. Because the Sewer System
rates are calculated as a percentage of the Water System rates, Sewer System rates also increase when Water
System rates increase. The projections include a rate increase of 1.83% on June 1, 2017 (which occurred on such
date) based on 2016 growth in the Consumer Price Index. Rates are conservatively projected to increase by
1.5% on June 1 of 2018 and 2019, based on Consumer Price Index growth. Rate increases are projected to be
offset by decreases in water consumption due to water conservation efforts. Therefore, operating revenues are
projected to decrease from 2017 through 2019.

Projected operating -expenses (excluding General Fund reimbursements and pension contributions) in
2016 through 2019 are reflective of an expected 2.5% increase in expenses based on historical trends. Projected
operating expenses also reflect an increase in each year based on growth in indirect costs being charged to the
Sewer Revenue Fund as reimbursements to the General Fund, including public safety departments. The
methodology for charging these indirect costs to the Sewer Revenue Fund is consistent with generally accepted
accounting principles. The Sewer Revenue Fund has historically been charged for indirect costs properly
allocable to that Fund. For 2016 and 2017, General Fund reimbursements are based on the budgeted amount and
projected to grow at 2.5% therafter.

Indirect pension contributions allocable to the Sewer Revenue Fund are projected to be $3.6 million in
2016, $9.3 million in 2017, and to grow by 10% yearly thereafter. Direct pension contributions are budgeted at
$4.4 million and $9.5 million in 2016 and 2017, respectively, and are projected to be $12.2 million and $15.0
million in 2018 and 2019, respectively.

Water usage in the City, upon which sewer charges are based, is assumed to decrease slightly
throughout the projection period due to water conservation efforts. In addition to rate increases, the City could
achieve compliance with its Rate Covenant in some other manner, including any combination of rate increases,
decrcases in opcrating expenscs, changes in its capital improvement program or in the timing and amounts of
future borrowings or changes in net transfers to or from the Sewer Rate Stabilization Account.

The City has prepared the projections discussed herein and summarized in the table below. The City
believes that the underlying assumptions provide a reasonable basis for the projections, and that the projections
present, to the best of the City’s knowledge and belief, the City’s expected course of action. However, some of
the assumptions upon which the projections are based inevitably will not materialize and unanticipated events
and circumstances may occur. The management of the City has prepared the projected financial information set
forth below to present the expected financial performance of the Sewer System.

The accompanying projected financial information was not prepared with a view toward complying
with the guidclines established by the American Institute of Certified Public Accountants with respect to
projected financial information, but, in the view of the City’s management, was prepared on a reasonable basis,
reflects the best currently available estimates and judgments, and presents, to the best of management’s
knowledge and belicf, the expected course of action and the expected future financial performance of the Sewer
System. Accordingly, these projections are not fact and should not be relied on as being necessarily indicative
of future results, and readers of this Official Statement are cautioned not to place undue reliance on the projected
operations of the Sewer System which are contained herein.
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- -Neither :the City’sindependent: auditors,. rior any other independent accountants, -have :compiled,
examined,: or'performed:anyiprocedures with respect-to.the projected financial;information:contained. hereiny nor
have they expressed any opinion or any other form of assurance on such information- or-its-achievability, and
assume no responsibility for, and disclaim any association with, the projected financial information.

T S T30 7S T SRRV S L S T S DL OUL) R A A
HINN A 1Y

O YO PP J P L TEERTE TY B

r - AL Vi /s LRI
.
e
s
. <
i -t a s i
et gy i Ve

P PN . 2y . D ; e . T a ) K 3 . . e tar Ve e
aieiiia e [REMAINDER:OF PAGE INTENTIONALLY-LEFT-BLANK]:v.': 2107t
A PO T O B T E R S
sifs st D T LT 5T oS v s it Gen o Uil
1 NE :
. . P - RIS * i 2 1 ? 1]
¥ i ! v BR (] 11 i
! P b s : .0 BN i
; Lt i ; i IR ! S
b the 2] . REAAA i T R
i i B
I!:i .
/ S Let i : ) P 4y i ! [} [ Vi Y I
o 5 .
i 0 Wl 5
'- d i ¥
. . " PR S
. ; K3 fre i o
’ ; ) v
il
! o)
' 2. pive
. p
' B

R -



3

-Jea4 1ad UOI|[IW ¢7§ 2q 01 Pa1o3[o1d ‘Ae Spun, J[qRIBAY JAYIQ) ‘6 10T USnomy £ 107 wol “pouad Joud ay1 JO | € 19T JO SE UOINSOJ 13N JO SUSWIIEIS

— SIUAWAELS [RIQUEBUL] OISBY [ENUUE U] Ui PIPN{OUL SIL{IGRL] JUALIND [E101 JO 13U S]ISSE PAILISIIUN UL (2101 0 fenba st spuny 3jgejieay 1410 “podd auning <ur 10§ 331A13s 193p 01 paydde aq ued (, spun | JjgeiBay
13410,.) 1UNOJDY UOHEZI[IQEIS A1BY 1amag 1 O1ut $11sodap Aue d)ew 0] pUB SINUIAAI WIASAS JamMIS AQ paIndas sajou JO Spuoq AUe 10j PaYs![qelSa SJUNOIE 19410 AUE 01Ul SJunowe paiinbal sue Julied 10j ‘sanuaral WM G
13M3G AQ PAINI3S SJOU PUE SPUOQ [[€ UO 3014135 13p panbai Fuiled 10§ ‘s1507) aoueuauIE)y pue suontsad( 10y spuny wuatoiyns Suipiaoid 19e powad <ue uj SUIUIBLUAL SANUAAAY SSOID) DIUTUIPIQ) A3 uf papiaoid sy
‘sasuadxe pateias g9 gSy o Joj suondumsse Aur apnjoul 10U O PUB PUN ] dNUIAIY 10MG Y] 0] 21qeoojje spunj uoisuad oyj 0} Jeas 1ey) w djqesed uonnQLILOD

uoisuad s 4117 ayp Jo uouod voS&zu Y1 A3[0S Jo pastadwods are suondaloid 61z YSnodyl 9107 "YIE] PIPPE SI pue o11el 3FLIAA0D 221AIDS 19ap Y] Jo uonenaes Jo sasodind 1oy sasuadxyg Suneadg uy papnidut 10u

st uotuod jeny ¢ ,_m:_Eooom 610¢ Suunp &) ay {q o_nm\éa pue anp 10U S11Inq 89 GSVO 01 Juensind ST JOJ PUN INUIAIY 13M3G AY) JO WUSWNEIS SUIOOUT AY) U0 PazIuBoodx st (Uo||IW £'€8(§ "2'1) S10T 103 dsuadxa uoisuad
a1 Jo uoniod Sururewal AYL "pun ANUIATY JamaS dU1'0} 91qed0|e spury uoisuad sy 01 ¢ [ oz Ut djqeAed uonngiuo uoisuad s, 310 Ayl Jo :oan 3yl st uol[[Iw 4§ ‘51T 10 asuadxa uoisudd Jo uol[jiw 9 £§1§ Y1 IO,
uoliw "G 1§ 16107 ‘UO[IW ['Z[$ :§10T ‘UOL[[tw ¢ 6% L[0T ‘UOH[IW H'b§ 191 QT :SMO[]0J Se pajoafoid aie suoinqiiuoa uorsuad 10an( "1eas Jad o401 Aq m0IE 0] pue £ Qg Ul UOI|JIW €'6$ '910F Ul UOI[jIW 9 £§ aq

01 pM23fo1d ase punJ anu3ady J9MIS Y} 0] J[EO0[[E SUOLINQLIU0D UdIsuad 19311pU] “191JBalay) JeaA Jad o467 18 4013 01 pa103foad pue ‘wunowe pajdadpng Ay UC PasEq AIE SISWISINGIAI PUR,] [EIUID) ‘L[0T PUE 9[0T 104 (5
“1ea5 1011d Y} 1940 %< 7 Aq aseauout 01 pa1daford st Yyrnoad aunipuadyd Junesado uoisuad-uoy;

"6107 YBnoay £ 10z woyy 1834 1oud Y1 1040 %,6°7 £q 3sBaOUL 01 pajosfold pue 9107 Ul 9% Aq 3sBAIOUL 01 patewlsa sjeulwijald si1gap peq 10j uoistaoud pardalold (.,

"suy|[iq s5013 3O %47 b6 PABe1dar ABY SUOND3|(00 Jeak Jond "sa(dioutid Fununodoe pardaooe [jeIoual yias 90uRPIOITE WL S| YoIYM ‘SUOLIIR]|03 10U pue sTulfjiq SSO.F 190121 SAES 1aMag [enuLe poldafoid (,

"uondwnsuod Ul 3uldap 9,¢ B PUe “A1aa1n2adsal ‘60T ‘| SUR[ PUE §[ (T ‘I SUN( JO SE ISBAIDUI eI 94C° [ € JWNSSE ] 0T

pue 810z w1 suondafolg -uodwnsuod ur audap 4,7 © Yilm (31BP 1EYI UO PALINII0 YOIYM) £ [T “| SUN{ UO ISBAIOUI 3181 94€Q [ B PApN]oUl Eom U1 suonO201] 949°7 Aq M01F 0} parewnsa spieul]dId AR SH[ES JANIS 9[0T (o)
“Burpunol 03 3np ppe 10U SeW S[RIOL ()

‘Juawadeury 197eM Jo waswpedaq ‘0fediy) jo L) v&o&oi {SJUBWIANEIS [BIOUBUL] JISBE puUn § 19MG ‘03ea1y)) JO 11D ‘[en1dy :dMnos

0L1'0t$ 8LE°8€S 6T1°LES 679°TES - 679°7¢$ 679°CES 679°T€$ 679'67$ £0L'ST8 aoue|eg puy
-1B3 & JUN0J29Y UONEZI|IQE]S By JoMmdg
+0T6£CS 8I'6bCS ST6'7ST$ $96'9L€$ TLL'09ES 929'01€$ 0+0'0£T$ 611°sc1$ ¥70°011$ Spuog J0J QR[ITAY SanuaAY 1N
000'¢T 000°¢T 000°5T 105°€€1 864'801 98°¢01 867°59 SIT6l SSL'LL @SPUNJ AIqelieay 12410
T6L'T) (6¥T°1) (005t} - - - (000%¢) (000°s) - UN022Y
i UoNEZIIQEIS 91BY 1amag (01) 1djsuel],
- - - - $91°e8! - . - - - (UOLNQLIUOD
. uey1 JaYy10 asuadxs uorsua ] :snid
966°C1T 99967 STHYET PorEPT 601°69 79L°90T THLL9L FOZ 191 687°C6 s SONUDARY 1IN
- - - - 126'¢ €18°¢ sL'D) L98 0L8°C " saNUAYY Sunesedouon
8L9°091 11¢°¢SH £1L'op1 0S0°TH1 . . _689°01€ 6LT 611 £€€°601 SLE'ell 0£6°€ 1L s gasuade Gunesado pelo
0r0°S 1 0Lrel L6Y'6 LYY - - - - - e SUONNQUIUOD UOISUS]
LOT'LL 88101 7976 009 - - - - - . - - suounquIU0d uoisuad 13311puy
LIL'TE SL91Y 659°0F L98'8¥ 009°L2T 0tL9¢ vp1°TE 60L1€ | . PTI'6T (9) SIUBWIASINQUULAL pUN. [EIUIT)
149'€ £ec'e 9%'c 18¢'¢ 66T°€ 9gg’e L9T'E mwo,m . 12433 s s QU UIUY
819°¢1 98T’¢l 796t SH9TL CLEgETl p6e Pl 800°T1 pSTIT. 70881 e 2IAUIGE pUR dATINSIUTWPY
1$6'LT 69T'LT £09°9T §S6°ST TTE'ST - PLEWT v00°€T 6181 $89°¢eT e e OURUDIULE A
S0S9t oLE'SYy $9T' b v81'cY 1€1°cy SEror 016'8¢ 80L°SE S08°8¢ e e e gipdoy
(o S9suadxsg Sunesado
vL9'9LE LL1'6LE 8EI'18¢ p15°58¢ LLY'SLE 87T TLE 678°6LT Tl6'est 6+€°€0T “sonuaaal unesado (810,
000’1 0001 000°1 o1l L0V $T1°1 0811 696 9201 T rsanuaadl 3unesado 1agi0)
(sL&'L1) (9r1°L1) (8TL°91) (ozeon) (FS1°91) (Lss'o1) Gov'zi) - - T 19OP PG 10f uossiaoid issag
6vT'E6ES £Teic6es 998°96¢$ 889°00v$ $76'06£$ LSY'LEES 011°16T$ £46'7ST8 £2¢°70¢$ T T ek SES J0MAS
sanudady Suneradp
610 8107 LT0Z 910z S10T $I0Z €107 7102 1107
(1€ 1qu13d9q papuyg 1834) (1€ 1aquiadag papug aedx)
padaloag enRy

() (Spuesnoy ] ug sxefjoq) suonesdd(Q [erdueuly pajddfoig pue [EILI0)SIH
INALSAS ¥HMES OOVIIHD 40 ALID

P SN, Ca e




‘Buipunoy 01 anp ppr 10U ABW S[EIOL

*AINseal ] "' Ay WOy PAALRIAI 2q 01 KD Aty Aq parvadxa
sa1pisqns juawifed y211p :_ntuo 10§ EuEum:Em mnoym mvcom U317 puodsg mo_om 'sauag s A1 3yrtio sjqeed :23:_% Junour [[ny sy movz_oE OSJE 1224 YOO 10] 1SAIAJU] 3DIAIIS 193D UBO| VT SSPNJOUL JAIS 193(] )
. ) AV 1210 “‘610C :m:o.:t L107 wo1y ‘potrad Jouid oy JO | € J2quAdA( JO SE UONISO 13N JO SIUAWAEIG
-~ Swadoelg ESEEE o1eg [enuue a1 ut papnjout s TIqer] WALIND [2301 o 13U 512558 vﬁo.bﬁ&:: WAL [e30),0},fenba ST spun.{ 3|qE[RAY JOPO "ponad; 0_5:@ Aue Joj 9014105 1g2p 01 patidde aq ued *(,spung djqe|EAY
13110,,) WNO3IY UOUEZI[IQEIS By Jomag oﬁ ojuy ﬁ_moaov Aue axelt 01 pue muscoﬁt walsAS ._uBom Aq pamnoas mouoc Io spuoq Aue JoJ p3ystiqe1so SIUN0JoE Bﬁo Aue oju} sjunowe paiinba Aue Suifed 1oy ‘sonuaaal walsis

J191m3$.£Q PaInoas sa1ou pue spuoq 11 uo 201AI3S 1G9 now__.ivo._ mc:ma 10§ §1507) 39UBUSUTEIA pue suonerad() 10} Spung Justotggns Suiptaoid Jaye powad AUe Uy BUILIBWAIL SANUDANY $S0I0 ‘90uE PO s ut papracd sy o,
“xgal n::20:8 Ayl jo| Alenuef pue

Jeas jeyy Jo | A[nf uo mucon anuaAal :o_mm_Em:mb ._Bmauﬁdi s b.u u_t uo oEmb& sjunoure muv:_uE 1.4 yoes .é A%:oo :o:m_uuaam B:%o U0 P3Ja100E SBY Jey) 1S2J23U] O Junowre dy1 3uipnjour) 1sau91u1 pue [ediduul

- *spuogpapunyay a41-jo Jutpunjal oyl puL SPUOE ) JO ADUBNSSI AY) SIVIIY
Juswadeuey 158 JO Juaunredag .ommoEU Jo 11D ‘pawoloid ‘siudwalels [erdURUL] diseq pun. 1amag ‘ofeayD Jo {10 ‘oY 1a2Inog

NgeT X891 X181 X86C X68¢ X om.N X+8°1 Npe'l (pasnbay ¢ 1"} 98810400 2IAI3G 13 US|
o T N ] T ¢ 9)BUIPIOQNS 29 PUOIIS “JOILAG PAUIQLIOD)
[LEVSTS 091°8v1$ £€9°9¢€1$ 975'9TIS Lye vm_m LL8'801S 098°66% 809°8$ [400% iy UBWRINDY 2014128 190 LI
Bmc_Eo_g:m 2 PU0d3S “Jo1Uag pauIquIo)
CeT'LIS 8ESEIS 8p0;1 13 (TR 60£°€S. 916°TS _ S.w.m . £8¢$ wowanbay
o S . ' o ; 301AI9G 1ga(] UDIT dIBUIPIOgNS SUBOT] Y]]
NpL] Xegl X¢0C X1l XELT XTEC N¢gl Xte'l "(poainbay 1) 98842400 2014195 199Q
Uat pUOdAS pUe JOIUIS paulquio))
9EI’LEIS €29v€1S, s8s'ezis _S90°1TIS.. 8€0°1€1S,. C196/€01$. 766868 . £¥6:€88 628°18% Swawalnbay 2314138 199
: U317 PUOIDS PUB JOIUIS PIUIQUIOT)
119°921% €T9PELS €8s'sTIS $90'121S 8€0'1E1S 196°C01$ v66'86$ TIL'YLS Ths99% WUSLW2INDbaY 9914125 1qa( UdK] PUOIIY
NEL'TT - . - - X+8'9] XOT'L (pa1inbay
. S 1) 95BJ2A0D) 21A12G 19A(] UILT JOIUAS
sce'ol - - - - - - - 1£7°68 L8TE1S U wawanbay 201A13G 19ag] U'[ J01UAS
SAWIINDIY ad1AIRS 192(]
P0T'6£TS 81+'6vCs T6'PSTS $96'9LES " 7| TLLO9ES - 929°01€S - 0¥0°0€ZS” 617'SS1$ FHO0O1IS T 0 SPUOE] 10 AIqB{IRAY SANUAAAY 12N
610C 810T LT 9107 1 (T 4 (7 B 4 {114 - 710t 1102
- (1€ Qs |: popuy ..«86 T :m ..un:_uuun papuj IBOA)
" pardaforq . ’ N ) Y Engay

- (spuesnoy . ul siejoq)

o : xc:o:a_zu_aumowﬁgou 9IIAIG 19
suonerad(Q [eURUL] PIYIdfoaJ pue [BII0ISIH]
IWALSAS YJIMIS ODVIIHD 40 ALID _



Pension Costs
Determination of Pension Contributions

Pension costs paid out of the Sewer Revenue Fund constitute Operation and Maintenance Costs for
purposes of dctermining Net Revenues Available for Bonds and for the City’s compliance with its covenants
(including: : the- - Rate Covenant) under the Series 2017 Bond. Ordinance and the Indenture. See
“INTRODUCTION = Rate Covenant 7 : : S S

.-The_Clty ,pamC|pates in four single-employer defined-benefit pension plans for City employees: the
Municipal Employees’ Annuity and Benefit Fund of Chicago (“MEABF”), the Laborers’.and Retirement Board
Employees’-Annuity and Benefit Fund of Chicago (“LABF,” and together. with- MEABF, the “Municipal and
Laborers* Funds”), the Policemen’s-Annuity and Benefit-Fund (“PABF?), or the Firemen’s Annuity and Benefit
Fund (“FABF,” and together with PABF, the “Public Safety Funds,” which; together with the: Municipa] and
Laborers’ Funds, are referred to herein as the “Retlrement Funds’ ) Sewer System employees partlclpate in the
Mumclpal and Laborers Funds. ..« ' - : T

Certam of the comprehenswe annual ﬁnancral reports of the Retlrement Funds and certam of the
actuarial valuations of the Retirement, Funds may be. obtained by contacting the: Retirement Funds. Certain of
these reports may also be available on the Retirement Funds’ websites (www.meabf.org; www.labfchicago.org;
www.chipabf.org; and www.fabf.org); provided, however, that: the:.contents of these reports and of the
Retirement. Funds’ websites are not:incorporated herein by such-reference.

Members of each Retirement Fund are eligible (individually, an “Eligible Member,” and collectively,
“Eligible Members”) for an annual annuity payment:(the “Annuity Benefits”) if they meet certain age, years of
service and-prior service credit requirements (the “Eligibility Factors™). Benefits to each Eligible Member' are
statutorily established based on a combination of the. Eligibility Factors and the Eligible Member’s average
annual salary for certain years-prior to,retirement (the “A.nnuity.F actors™). '

: Annuity Benefits for each of the Retirement Funds are funded from three isources: (1) contributions from
the City (the “City Contributions™) which are funded from the proceeds of a property tax levy on all taxable
property located within the City or other available funds, including payments from the Department on behalf of
Sewer System employees, (ii) contributions from Eligible Members (the “Employee Contributions,” and
together with the City Contributions, the “Contributions”), and (iii) investment returns. The Department has
historically- contributed. its pro ‘rata‘share of City-Contributions-to-thé: Retirement- Systems-(the “Department
Portion”) based on the Annuity Factors for the number of Sewer System:-employees who are Eligible Members.
See' APPENDIX C—CITY OF CHICAGO, ILLINOIS SEWER FUND BASIC FINANCIAL STATEMENTS
AS. OF AND FOR THE YEARS ENDED DECEMBER 31,2015 AND- 2014, AND INDEPENDENT
AUDITORS’ REPORT—Notes to Basic Financial Statements — 6. Pension Plans.” Pension liabilities are not
recorded at the fund level for the Sewer Revenue Fund.

The City Contributions and Employee Contributions are each established by the lllinois Pension Code
(the “Pension Code”). Except as described below. under “-Public Safety Funds,” the Contributions required
under the Pension Code do not relate to, and in recent years have been substantially less than, the contribution
amounts that would have been required if the Retirement Funds were funded based on actuarial determinations
of the contribution amounts necessary to fully fund the Annuity Benefits to Eligible Members of each
Retirement Fund over an extended period. See “INVESTMENT CONSIDERATIONS-Unfunded Pensions”
herein. In an effort to improve the funded status of the Public Safety Funds, the Illinois General Assembly
passed Public Act 96-1495 (“A(.t 1495 ), which modified. provisions of the Pension Code with respect to PABF
and FABF.



The City’s 2017 budget includes the following contributions to the Retirement Funds (as indicated by
total annual contribution and the Sewer Revenue Fund’s proportional share): (i) $267 million for- MEABFE; of
which $5.45 million, or less than two percent, is the Sewer Revenue Fund’s proportional share; and (ii) $36
million for LABF, of which $4.04 million, or eleven percent, is the Sewer. Reveénue Fund’s proportional share.

PublchafefyFunds [P TP SLTCIRIP RIS B
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The Pens.lon Code estabhshes the Employee Contrlbutlons to PABF at 9 O percent of-the- salary of each
employee on an annual basis and Employee Contributions to FABF at’ 9:125.percent! of - the salary: of ‘each
employee on an annual basis and establishes Annuity Benefits for Eligible Members of the Public Safety Funds
hired prior:to January 1;.20%:1cbasedron therAnnuity. Factors,subject:to 3.0:percent--automatic -annual increases

aﬂer each "member S-. ﬁrst t‘ull yea'r of reti’reinént Pri'or "to 'the effe'ctivene’ss of 'Act 1495 the’ Pension' Codé

.....
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Act ]495 provnded for the City to contrlbute the actuarially determined amounts: necessary itot achleve a
90 percent funded ratio in the Public Safety Funds by 2040, but made no changes to the Annuity Benefits for
Eligible Employees hired:before:January.i1,12014-and established:Annuity: Benefitsfor: Eligible Members hired
on or:after Jahuary 1152011 "based’on the:Annuity Factors; but with the:average anmial:salary-cappedsat a:certain
amount, and:the annual’increases to the ‘Annuity*Benefits tied to. the:lesser-ot:3.0 percent:or the:consumer price
index. Additionally, for! EligibleMembers hiréd on‘or-after:January 1{:2011irAct:1495:reduced-a:survivor’s
Annuity Benefit equal to 2/3 of the Annuity Beriefits/that.the deceased Eligible-Member: was: recéiving: at the
time of his or her death
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. Begmnngwnh the: contrlbutlonltotbe made’to the)Retlrement Funds in 20] 6, the)Cnty»s contrlbutlons to
PABF ‘and'F ABE. will:be. determined’pursuant to’P.Al99:506 (“Act:506) (which modified-the fundirg:approach
for: unfunded! liabilities set forth inAct1495)¢ rather: thaniithe-multiplier:funding :formulai, - Act506: (i) ‘extends
the period by which the unfunded liabilities: of the Public Safety Funds-are: amortized; on:a level percentage of
payroll basis, to a 90 percent funded ratio from 2040 to 2055 and (ii) institutes a phase-in period during 2016-
2020 to: allow ‘for'a more' gradual 1ncrease in- the Clty!Contrlbutlons to the Public Safety Funds than'orlgma]]y
requ1redbyActl495 R B L ' ' SRR L S
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The current Penslon Code* estabhshcs Annu1ty Benetlts for Ellglble Members of . the: Municipal-: and
Laborers FFunds hired . prior:to-January:.1+.201 lxbased: on: the :Annuityi Factors, subject to!3:percentiautomatic
annual increases after- the member’s: first’full year’ of retirementiand ‘Annuity Benefits for Eligible-Members
hired-on or after January I, 201 I based ‘on'the’ Afnniiity: Factors, but with the averagé:annual salary’capped at‘a
certain amount, ‘and the annual increases:to the Annuity. Befiefits:are tied to‘the consumeér:price index:’ Fuither,
the Pension Code establishes the Employee Contribution':at:8.5 percent. of:the.salary:of.€ach:employee’on. an
annual basis and the City Contribution is established at an amount based on a fixed multiplier of 1.25 times the
annual:employee contributions -for'MEABF:and:1.00:for EABF.~ Without significantly higherscontributions or
investment returns, MEABF and . LABF” aré: currently estlmated to: become msolvent in 2025 dnd 7027
respectively. : : :

On May 23, 2016, the City 'announced. an' agfeement in principle with unions - .for: employees
participating in LABI' (the “LABF Plan™) pursuant to which the City would.begin contributing to LABF-on an
actuarial basis and certain employees participating in LABF would:contribute an increased percentage of their
salaries to LABF. . Similarly, on August-3, 2016,-the. City :anneunced an agreement.in-principle with unions.for
employees participating in MEABF (the “MEABF Plan” and, together with the LABF Plan, the “Stabilization
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Plans™) pursuant to which the City would begin contributing to MEABF on an actuarial basis and certain
employees participating in MEABF would contribute an increased percentage of their salaries to MEABF.

Pursuant to the Stabilization Plans, Eligible Members of the Municipal and Laborers’ Funds-hired on or
after January |, 2017 (“New Members”) would contribute an additional three percent of their salaries to their
respective Retirement Funds and would be eligible for benefits at age 65 (as opposed to age 67 for Eligible
Members hired between January 1, 2011 and January 1, 2017 (“Tier 11 Members”)). In addition, Tier Il
Members of the Municipal and Laborers’ Funds would be eligible to receive benefits at age 65 provided that
such. Tier 11 Members agree to contribute an additional three percent of their salaries to their respectlve
Retirement Funds. ‘

The Stabilization Plans further provide for the City to-contribute the actuarially determined amounts
required to achieve a 90 percent funded ratio in the Municipal and Laborers’ Funds by 2057, following a phase-
in of certain increased City Contributions ending in 2022.

The implementation of the provisions of the Stabilization Plans require amendments- to the Pension
Code, which require action by the Illinois General Assembly. Senate Bill 2437 (“SB 2437”), introduced in the
99™ General Assembly, contained provisions implementing the MEABF Plan and the LABF. Plan and was
passed by the Illinois General Assembly, but was vetoed by the Governor. The expiration of the 99™ General
Assembly prevented a vote to override the Governor’s veto. In:January 2017, Senate Bill 0014 (“SB 0014”) was
introduced in the 100™ General Assembly and contains the same provisions as SB 2437. SB 0014 was approved
by the Illinois:Senate in January and the Illinois House in April; the. Governor. has not yet taken any action
regarding SB 0014. The City makes no prediction as to whether any such amendments will become law.. The
City intends to continue to make City Contributions to the Municipal and Laborers" Funds in accordance with
the Pension Code in effect when such City Contributions are payable. -

INVESTMENT CONSIDERATIONS

The following discussion of investment considerations should be reviewed by prospective investors prior
to purchasing the Bonds. Any one or more of the investment ‘considerations discussed herein could lead to a
decrease in the market value and the liquidity of the Bonds or, ultimately, a payment default on the Bonds.
There can be no assurance that other factors not discussed herein will not become material in the future.

Effect of Potential Future Ratings Downgrades

- The City does not anticipate that any potential ratings downgrades would affect collection or availability
of Net Revenues Available for Bonds in any material respect. However, such events could have an adverse
effect on the Sewer System because the City funds ongoing capital improvement projects to the Sewer System,
in part, through the sale of indebtedness of the Sewer System. Downgrades could increasc the cost, or decrease
the availability, or both, of such borrowing. If this occurred, additional pressure may be placed on sewer ratcs
or capital funding. Additionally, ratings downgrades may have an adverse effect on the market value or
liquidity of the Bonds.

Unfunded Pensions

The Retirement Funds have significant unfunded liabilities and low funding ratios. The City’s
contributions to the Retirement Funds in accordance with the Pension Code have not been sufficient, when
combined with employee contributions and investment recturns, to offset increases in the Retirement Funds’
liabilities, which has contributed to the significant underfunding of the Retirement Funds. Moreover, the
contributions to the Retirement Funds in accordance with the Pension Code have had the cffect of deferring the
funding of the Retirement Funds’ liabilities, which increases the costs of such liabilities and the associated
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financial risks, :including the risk that each Retirement Fund will not be able to pay its obligations when due.
Furthermore, -increases in the City’s:contributions to the Retifement:Funds (such as those scheduled to-occur
under Act 1495, as modified by Act 506) caused the City to increase its revenues and may require the City to
further. .increase its revenues, -reduce: itst éxpenditures; or’ some . combination thereof; which may impact the
services prov1ded by the Clty or hmlt the Clty Ck ablhty to generate addltlonal revenues for other purposes in'the
ﬁlture : T R . o

" n add1t10n the actuarles for; MEABF'and LABF pro_|ect that’such Retlrement Funds’ wnll ‘not: have
sufficient.assets on hand to make payments:to beneficiaries-beginning:in:2025 and 2027, respectivély, based on
the provisions of the Pension Code currently in effect. The City makes no prediction as to the: impact. of the
insolvency of MEABF or LABF on the amount of the City’s contributions to these Retirement Funds. However,
should:the’ Clty be.required:to:contribute the amounts necessary-to fund difectly-such payments to beneficiaries
on a ‘pay-as-you-go basis upon the insolvency: of such Retlrement Funds the amount of* the Clty s contrlbutlons
to MEABF and LABF would substantially increase.  .0.07 & winhivy macsipnl sl ©ati 5w s o

: ..EnvnronmentalaRegulatlons

Lot T TN T

st The C1ty is 'subject::to rstate and federalt env1ronmental laws and' regulatlons apphcable to ‘the. Sewer
System s overflows into Chicagoi area waterways. “These; laws-andiregulations are.subject:to change; and the
City! mdy«beé-fequiredi 16! expend. Substantial: furids:'to meet:-the: requiréments :of.such ‘changing laws.and
regulations:in ‘the future. Failure.to-comply - with .these laws :and regulations. may:.result in’ the: imposition:.of
administrative;: civil- and criminal penalties, ‘Oorthe-imposition:.of: anvinjunction.irequiring::the “City : to  take or
refrain- from. taking: certain: actions.i:In -addition;.the City. may.:be rrequired: to remediate’ contamination::on
propertiesiowned: or-Operated by-thé City lorion propertles ownedfby others; but contaminated as a result'of City
operatlons e bR TG BELSG VD e DSt i eteie Tl

Sewer services are governed-by. various féderal!and statelenvironmental protection and hcalth and safety
laws and regulations, including the federal Clean Water Act and similar state laws, and federal and state
regulations-issued under these laws. by. the:EPA-and 1EPA::-These laws and:regulations establish,"among other
things, criteria:and. standards for. wastewater and for-discharges into the: waters -of the Unitéd Statesand nearby
states. - Pursuant:to- these: laws; the: Department :is:required ‘to-:obtain::various. environmental permits: for
operations. ‘Violations or noncompliance:could-result: invfines: or- other sanctions: by: regulators -and/or ‘such
violations or noncompliance could result in civil suits. Environmental laws and regulations are complex and
change frequently. These laws, and the enforcement thereof, have tendedto:beé¢ome ‘more’ stringerit over tifme.
While the Department has budgeted for future capital and operating expenditures to comply with these laws and
permitting requirements, it is possible that new- or strlcter standards could be 1mposed that W|Il requlre addltlonal
capltal expendltures or raise operatmg costs ' BT A - e

Security of the Sewer bystem- et Tt e

- Damage to the Sewer System resultingfrom-vandalisim; sabotage;:or-terrorist- activities -may :adversely
affect the opcrations and finances of the Sewer System. There can be no assurance that the City’s security,
emergency preparcdness and response plans will be adequate to prevent or mitigate such damage or that the
costs of maintaining such security measures will not be greater than currently anticipated.

The Department relies on information technology systems-with respect to customer -service and billing
and accounting. In addition, ‘the Department relies on these systems to track utility assets and to manage
maintenance and construction projects, materials and supplies. A loss of these systems, or major problems with
the operation of these systems, could have a material adverse effect on the financial condition and results of
operations’ of the Dcpartment. -Information-technology systems may- be vulnerable to-damage or mturuptlon
[rom the following types of cyber security attacks or other events:
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e power loss, computer systems failures, and intcrnet, telecommunications or data network failures;
e operator negligence or improper opcration by, or supervision of, employees; -
. physical and electronic loss of data;

e computer viruses, cyber security attacks, intentional securlty breaches hackln;:,, den1al of 'service actlons
'mlsapproprlatlon of data and similar events; ' -

o difficulties in the 1mp]ementat10n of upgrades or modification to information technology systems; and

fires, floods, severe weather events and other natural disasters.

Although the Department does not believe that its systems are at a materially ‘greater risk-of cyber security
attacks than other similar utilities, its information technology systems may be vulnerable to damage or
interruption from the types of cyber security attacks or other events listed above or other 51m11ar act10ns and
such incidents or other events may go undetected for a penod of time. - e

Water Conservation

Decreased customer water consumption as a result of water conservation efforts may adversely affect
demand for sewer services and may reduce revenues and earnings. There may be declinés in water usage per
customer as a result of an incréase in conservation awareness, and the structural impact of ari increased-use of
more efficient plumbing fixtures and appliances: Difficulty obtainirig future rate increases to offset decréased
customer water consumption to cover investments and éxpenses, may adversely affect the business, financial
condltlon and results of operatlons of the Department

Adverse Chiange in Laws

There are a variety of State and federal laws, regulations and constitutional provisions that apply to the
City’s ability to raise taxes, fund its pension obligations or to reorganize its debts. There is no assurance- that
there will not be any change in, interpretation of, or addition to such applicable laws, regulations and provisions.
Any such change, interpretation or addition may have.a material adverse effect, cither directly or indirectly, on
the City or the taxing authority of the City, which cou]d materla]]y adversely affect the C1ty s opcratlons or
fnanclal condltlon :

On Septcmbcr 15, 2016, Ieglslatlon was introduced in the Ilhn01s General Assembly (House Bill 6604)
The bill provides that for a period of 10 years after the effective date of the act, a municipality with a population
of more than 1,000,000 may not increase: (i) the amount or rate of any tax imposed on the provision or sale of
water, utility, or sewer service, or any combination thereof; or -(ii) the amount or rate of any charge or fec
imposed for the provision or sale of water, utility, or sewer service, or any combination thereof, which is a limit
to home rule powers. The City is unable to predict whether the Illinois Gcncral Assembly w1ll adopt any such
legislation or the form of such legislation if enacted.

\

Bankruptcy

Under federal law, municipalities, including the City, are ineligible for bankruptcy unless specifically
authorized to be a debtor in bankruptcy by state law or by a governmental officer or organization empowered by
state law to authorize such entity to be a debtor in a bankruptcy. State law does not currently permit
municipalities, including the City, to be debtors in bankruptcy, and therefore municipalities, including the City,
arc currently ineligible for bankruptcy.
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As with all.State law, the current prohibition on-municipal bankruptcies.is subject:to-review or. change
by State government. From time to time, legislation has been introduced in the Illinois General Assembly,
which, if enacted, would permit [Hineis municipalitiesito be debtors in:bankruptcy:-The City.is unable;to predict
whether the II11n01s General Assembly will adopt any such legislation or the form of such Ieglslatlon if enacted

In the event of a change in State law to provide that the City is ehglble to be a debtor in bankruptcy, and
that authorlty is-acted upon, there is;no:guarantee. that. the- bankruptcy: court.would. consider-the: Bondholders to
have a’secured claim under the Bankruptcy Code with respect to-Second Lien Bond: Revenues and amounts on
depos1t m the Second Lien Construction Accounts that are der1ved from the remittance of Gross Revenues into
statutory llen in favor of the Bondholders In addrtron the Second L1en Bond Revenues may not be spe01al
revenues” as defined in the Bankruptcy Code. .~ ..l . - aogmeie s s st s T pb e s :

Uncertain.fEnforcement- -Remedies-.- e

__[, - ”l,The remedles avallable to, bon_dholders upon nonpayment : wprin

uncertain and in many respects dependent,,upon ;discretionary; ,_j_u_,digi.a_l_, actions... ;
“SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE—Remedies.”

See APPENDIX, Br-
TSR RS (L

. Force. Majeure Events...

i

ertaln unant1c1pated events beyond the C1ty, S: control could have a materlal adverse effect .on. the
Department S ;and, Clty S operatlons. and ﬁnanc1al condltlons Jf: they were to sOCCUL. . These'events include. f' ire,

affecting the cav.ron,..ent and any similar causes. No assurance can be prov1ded 'hat such events will not
occur, and, if any such events were to occur, the effect of such event or events on the Department’s and City’s
operatlons and flnanclal condition on the Net Revenues Available for Bonds cannot be predlcted

NrE o T e Doty e T e s e iyt ean D e e o e e T
Other Consnderatlons

SO L e T

...Debt Covenanls The C1ty is, oblléated to-comply. wrth ,the RatecCovenant Fallure to comply w1th the
Rate Cov_enant, if. not c_ured; or waived, could-result in the City, being:required to. raepayior. finance the. related
borrowings before their due date, limit future borrowings, cause cross-default issues, and increase,borrowing
costs. If forced to repay or refinance (on less favorable terms) these borrowings, the Department’s business,
financial; condltlon and results.of. opcratlons could be: adversely affected: by increased costs and rates.

L
SRS F A D R TR C SRR

Scwer Rates .Whllc there 1s currently no- State statut (regulatmg Sewer rates tuture State statutes or
court demsrons could limit-or otherwise adversely:affect-the: Clty s ability. to set- sewer rates. See ~—Adverse

Change in Laws” above e

(AR PR VA T L P At

Uniﬁcd BI“ll’lL, As described herein under “FINAN(,IA -_.OPFRATIONS Collectlons and
Delinquencies,” partial bill payments made pursuant to the unified bill are allocated on a pro rata basis among
the water, sewer and refuse collection charges and fees, with the oldest unpaid amounts being paid first. As.of
January 1, 2017, the City also imposes the Chicago Water and Sewer Tax on the use or consumption of water in
the City, and-on the transfer of wastewater to-the Sewer System::from--preperties located-in the -City, which
appears on the unified bill. Payments on the unificd bill are allocated pro rata among.the charges shown on the
unified bill, with oldest unpaid amounts being paid first. No assurance can be.given, however, that this will
always be.the.method of allocation of partial payments. ..1t.is possible. that partial payments,may be, allocated in
the futurc in a non-pro rata manner, in which event sewer charges could receive a lower priority than refuse
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collection charges, water charges and/or the Chicago Water and Sewer Tax in allocating partial payments. No
assurance can be given as to the impact of the unified bill on the collection by the City of sewer charges.

ForWard-Lboking Statements

This Official Statement contains certain statements relating to future results that are forward-looking
statements. When used in this Official Statement;:the words. “estimate,” .“intend,” “expect” and similar
expressions identify forward-looking statements. Any forward-looking statement is subject to uncertainty and
risks that could cause actual results to differ, possibly materially, from those contemplated in such forward-
looking: statements. - [nevitably, some: assumptions used.to dévelop-forward-looking statements will not be
realized or unanticipated events and circumstances may occur. Therefore, bondholders and potential investors
should be aware ‘that there are likely to be differences between forward-looking statements and actual results;
those differences could be material. The City does not undertake any obligation to update or revise pubhcly any
forward—]ookmg statements whether as:a resu]t of new. mformatlon future events or 0therw1se

LITIGATION

There are no pendmg legal proceedmgs to Wthh the Clty is a party or to whlch any of its property is
subject that may materlally affect the C1ty s ability to pay the prmc1pal of and interest on the Bonds when they
becomie due:’ ;

The:City, like other large municipalities; is involved in various' litigation relating principally to claims
arising from contracts, personal:injury, property damage, tax claims;- police conduct and other matters.
However, there is neither litigation pending nor, to the best of the-City’s knowledge, threatened, seeking to
restrain or enjoin the issuance or delivery of the Bonds, or except as disclosed herein, materially adversely
affecting the collection, pledge or application of any moneys'or'security provided for the payment of the Bonds.

RATINGS -

“The Bonds are rated “A” (stable outlook) by S&P, “AA-” (negativé outlook) by Fitch, and “AA-”
(stable outlook) by Kroll. The 20177A Insured Bonds are expected to be assigned ratings of “AA” and “AA+” by
S&P and Kroll, réspectivély, based upon the issuance ofthe Policy for-the 2017A: Insured Bonds by AGM
(defined herein) at the time of delivery: of the 2017A Insured Bonds. The City did not request a rating from:any
other rating service for the Bonds. Any explanation of the significance of such ratings may be obtained only
from thc respective Rating Agencies. Certain information and materials concerning the Bonds, the City and the
Sewer :System were furnished to the’ Rating Agéncies by:the City ‘and:others.” Thet€ i$ no‘assurance that any of
the ratings will be maintained for any given' period of time or that any of them-may not be raised, lowered or
withdrawn entirely by the respective Rating Agency, if, in its judgment, circumstances so warrant. Any change
in or withdrawal of any rating may have an adverse effect on the price at which the Bonds may be resold.

CERTAIN LEGAL MATTERS

Legal matters incident to the authorization and issuance of the Bonds are subject to the separate
approving opinions of Schitf Hardin LLP, Chicago, Illinois and Hardwick Law Firm, LLC, Chicago, Illinois,
Co-Bond Counsel. The proposed forms of their opinions are included herein as APPENDIX D-“PROPOSED
FORM OF OPINIONS OF CO-BOND COUNSEL.”

Certain legal matters will be passed on for the City by (i) its Corporation Counsel, and (ii) in connection
with the preparation of this Official Statement, Charity & Associates, P.C., Chicago, Illinois, and Quintairos,
Prieto, Wood & Boyer, P.A., Chicago, Hllinois, Co-Disclosure Counsel to the City. Certain legal matters will be
passed on for the Underwriters by Miller, Canfield, Paddock and Stone, P.L.C., Chicago, [llinois.
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e : - : IN DEPENDEN T AUDITORS

The basic ﬁnancral statements of the Ctty of Chtcago lllmons Sewer Fund as of and for the years endcd
December 31, 2015 and 2014 and included as APPENDIX C to this Official Statementshave.been ‘audited:by
Deloitte & Touchc LLP, independent auditors, as stated in their report appearing herein that was modified to
include areference:to:other:auditors and to:inclide an'emphasis' of ‘a- matteri paragraph’related-to' the adoption of
Governmental:Accounting Staridards Board (GASB) Statement No 68, Accountmg ana’ Financial chortmg fo;
Pen.szons an amendment of GASB"Statement No::27+ s e e

A, i i
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CO F INANCIAL ADVISORS AND INDEPENDENT REGISTERED MUNICIPAL ADVISOR
Supderar dne st Lt el ooy W0 R Buniiteinie D Sles £ nuiety U 1 0w
by The City.has: engag,ed Swap F manc1a1 Group LLC.and TKG ‘& Assocnates LLC :as its:financial adv1sors
(the _,‘Co_ Financial - Advisors?) in:connection -withsthe; issuance and -sale .0fithe:/Bonds. . The:Co-Einancial
Advisors have provided:advice on.the:plan of:finance:and:structure: of the.Bonds andrhave:reviéwed certain
documents, including this Official Statement, with respect to financial matters. The Co-Financial Advisors have
not independently verified the factual informaticn *éontairiéd.in this Official Statement but have relied on the
information provided by the City and other sources. The Co-Financial Advnsors are “municipal advisors” as
deﬁned fin -SEC Rule ISBal 1 (d)(l)(thel“SEC'Rule”)f!) ool ?:',:i?ii_:’,.‘""' g st v oo ute md

.t ;H ,-.'E ',’]"" : -.‘]li

b rt o

The C1ty has retamed Martm J. Luby LLC as its lndependent reglstered mun1c1pal adv1sor (the;“lRM.A"’.

as defined in the SEC Rule to evaluate financing proposals and recommendations in connection with the City’s
various:bondissuance :programs :and .other: financing-ideas being:considered by:the City; however;:the IRMA
will:not adviseton the: investment; of rCity: funds--held:by sthe: Off cei of the.Clt)a iTreasurer. Thei’?JRMA'Zs
compensatlon is:not: dependent on;the issuance of the:Bonds.: spfei RETTE RN NTT SIS ST

AueissLg It""' P

W1

2ide MJ([ [N (,_r LSS fl)“ oot i —-"!f}b

ittt es iy, UNDERWRITENG, 3 4trjys .

PRIETICE T LI PR vs

Siebert Cisneros Shank & Co., L.L.C., as;representative on behalf of itself and the other underwriters
listed on the cover of this Official Statement (the “Underwriters”) has agreed, subject to certain conditions, to
purchase:the Series.2017A:Bondsrat.a price. equal t0:$196;940,040.55 (which represents the aggregate iprincipal
amount,of the, Series 20 17A:Bonds, p]us ainet original;issueipremium of $17,322,172.45;-less:an-Underwriters’
dtscounttof $972,131:90) andithe Series 2017B Bonds. at:a priceiequalto $242,833,975.54.(which represents the
aggregate:principal -amount:of:the - Series{2017Br Bonds :plu§ a: net(ongmal Assiey; premlum of $28;397:991: 90
less,an Underwrtters dlseount 0f $1,049, 016 36) [ RO RTREY R SR NN TPR . :

_ Thc obhgatton of the Undcrwrners to accept dehvery,ofthe Bonds is subject to .various condltlons set
forth in;a.Bond Purchase Agreement between- the,.Underwrlters -and; the Clty The Underwriters are.obligated to
purchase: aIl ofithe Bonds if any ofthe Bonds: are.purchased B T E I B PR DU R R

The Bonds are bemg, oifered for sale to the publlc at the prlces ‘shown on the mslde cover pdges hereof
The Underwriters reserve the right to lower, such;initial: offering prices as they deem neccssary in connection
with the marketing of the Bonds. The Underwriters may otfer and sell the Bonds to certain dealers (including
dealers.depositing the: Bonds. into. investment trusts) and others at, prices-lower :than- the .initial public offering
price or prices, set forth in-this.Official Statement. - The! Underwrlters reserve: the right. to join-with, dealers and

other underwriters’in offering the Bonds to the public. . . -

f
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TAX MATTERS
Federal Income Tax

Federal tax law contains a number of requirements and restrictions which apply to the Bonds, including
investment restrictions, periodic payments of arbitrage profits to the United States, requirements regarding the
proper use of bond proceeds and the facilities financed -with them, and certain other matters. The City has
covenanted to comply with all requirements that must be satisfied in order for the interest on the Bonds to be
excludable from gross income for federal income tax purposes. Failure to comply with certain of such
covenants could cause interest on the Bonds to become includable. in gross income for federal income tax
purposes retroactlve]y to the date of issuance of the Bonds '

Subject to the accuracy of certain representations and the City’s continuing compliance with the above-
referenced covenants, under present law, in the respective opinions of Co-Bond Counsel, interest on the Bonds
is excludable from the gross income of their owners for federal income tax purposes and thus is exempt from
present Federal income taxes based upon gross income. Interest on the Bonds is not included as an item of tax
preference in computing the federal alternative minimum tax for individuals and corporations, but is taken into
account in computing an adjustment used in determining-the federal alternative minimum tax for certain
corporations, as‘described in the following paragraph.

The Internal Revenue Code of 1986, as amended (the “Code™), includes provisions for an alternative
minimum tax (“AMT”) for corporations in addition to the corporate regular tax in certain cases. The AMT, if
any, depends upon the corporation’s alternative minimum taxable income (“AMTI”); which is the corporation’s
taxable income with certain adjustments. One of the adjustment items used in computing the AMTI of a
corporation (excluding S Corporations, Regulated Investment Companies, Real Estate:Investment Trusts,
REMICS and FASITs) is an amount equal to ‘75% of the excess of such corporation’s “‘adjusted current
earnings” over an:amount equal to its AMTI (before such adjustment item and the alternative tax net operating
loss deductlon) “Adjusted current eammgs > includes all tax exempt interest, mcludmg mterest on the Bonds. -

‘Ownership of the Bonds may result in collateral federal-income tax consequences 1o certain-taxpayers,
including, without limitation, financial institutions, certain insurance companies, certain corporations (including
S corporations and foreign corporations operating branches in the United States), individual recipients of Social
Security. or Railroad: Retirement benefits, .individuals-otherwise eligible for the earned income tax credit, and
taxpayers who may be deemed to have incurred (or continued) indebtedness to purchase:-or:carry tax-exempt
obligations. Co-Bond Counsel will express no opinion with respect to any such collateral consequences with
respect to the Bonds. Prospective purchasers of the Bonds should consult with their own tax adv150rs regardmg
the collateral consequences arising with respect to the Bonds described in this paragraph. e

Discount and Premium

If a Bond is purchased at any time for a price that is less than the Bond’s stated redemption price at
maturity, the purchaser will be treated as having purchased the Bond with market discount subject to the market
discount rules of the Code (unless a statutory de minimis rule applies). Accrued market discount is treated as
taxable ordinary income and is recognized when a Bond is disposed of (to the extent such accrued discount does
not exceed gain realized) or, at the purchaser’s election, as it accrues. The applicability of the market discount
rules may adversely affect the liquidity or secondary market price of such Bond. Purchasers of the Bonds
should consult their own tax advisors regarding the potential implications of market discount with respect to the
Bonds.

An investor may purchase a Bond for a price in excess of its stated principal amount at maturity. (Such

Bond is referred to as a “Premium Bond”). Such excess is characterized for federal income tax purposes as
“bond premium” and must be amortized by an investor on a constant yield basis over the remaining term of the
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Premium Bond in a manner that takes into account potential call dates and call prices. An investor cannot
deduct amortized bond premium relating to a Premium Bond. The amortized bond premium:is. treated -as a
reduction in the amount of tax-exempt interest received. As bond premium is amortized, it reduces the
investor’s basis in:the ‘Bond. -Investors: who- purchaséa Premium Bond :should' consult their.own tax 'advisors
regarding ‘the - amortization of:.bond' premiumand.its: effect on the iPremium-Bond’s basis.-for: purpeses-of
computmg gam or Ioss in ‘connection with the sale exchange redemptlon or earIy retrrement of such Premrum

Owners of Bonds who dlspose of Bonds prior to thelr stated»maturlty (whether by sale redemptron or
otherwrse) purchase Bonds in the initial public offering, but at a:price:differént .from. their-issue price;, or
purchase Bonds subsequent to the initial public offering should consult their own tax advrsors as to the federal,

state or locaI tax consequences of’ such dlsposrtrons or purchases I O I PN PR

State and Local Taxes fevs

lnterest on the Bonds is not exemptl ﬁom present I]]mors income. taxes Ownershrp of the Bonds may
result in:other. state:and local tax-cons€quences;to certain taxpayers..-Co- Bond: Counsel will ;express no opinion
with respect to any such state and local tax consequences with:respect;to. the: Bonds:' Prospectlve purchasers of
the Bonds should consult wnth their own tax advrsors regardmg any state and local tax consequences arising
wrthrespect to ‘the: Bonds ANES S PTURS EURIINS TS B H B i

Basrs ofBond Counsel Oplmons T R S LT ST L1 SR (VAN NTE IS TN
T Ty R T N T P EE S PR YT RS LPTERE ST LEL SUNNEIFUN TS TP PRI i ]
. 3! They respectrve opmrons of Co -Bond Counsel to be, delivered: concurrently -with' the: dehvery, of the
Bonds. and. the;.descriptions, of . the, tax’ slaw.contained iin this. Ofﬁcral Statement are based on, statutesy, Judlcral
decisions, ;regulations;; rulings sand-other, official. interpretationsof law,m«ex1stence on;the: date -the ;Bonds-are
issued: .- There..can -be .no-assurance-that: isuch:law. orjthose: interpretations ;willnot-be: changed. or:.that. new
provisions of law will not be enacted or promulgated at any time while the Bonds are outstanding in a manner
that-wouldradversely:affectithe.market -value:or:liquidityror.the tax:treatment of,.ownership of: the Bonds Co-

Bond Counsel thave:not undertaken to provrde advrce w1th respect tor anyx such future chang,es

e ST AR e : PR o . oy S . _
it In rendermg,- thelr opmlons, ,Co Bond Counse]l wrllu réceive;: andr..rely nupon,- certrfcatlons and
representations: of - facts, ‘calculations;: estimates:and- expectations . furmshed by the: Clty and. others which Co-

Bond.Counsel will not.have verified independently.; . ~. ., ..~
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RlskofAudlt TS H e

The Internal Revenue Service (“IRS™) conducts a program of audits of issues of:tax-exempt obligations
to determine whether, in the view of the IRS, interest on such obligations is properly excluded from the gross
income of the owners:of such. obligations; for federal - income tax:purpeses.: Whether:or.not:the:IRS will decide
to.audit the Bonds:cannot be predicted.. 11 the IRS ‘begins:an;audit ofsthe Bonds, under:current-IRS procedures;
the IRS, will treat the City.as the taxpayer subject to the-audit.and the holders,of the, Bonds may not have the
right -to.participate. in the audit proceedings. . The;fact:that ian;audit :of. the. Bonds:is:.pending could. adversely
affect the liquidity -or.market price of the Bonds until the audit is-concluded:even-if.the result of the audit is
favorable. : : o '

Legislation ' o '

From time to time, there are legislative proposals pending in-the: Congress: of the United States that, if
enacted, could. alter. or amend the federal tax,matters referred to in this section, or. adversely affect the market
price or liquidity of tax-cxempt bonds of the character of the Bonds: In some cases, these proposals have
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included provisions that had a retroactive effective date. It cannot be predicted whether or in what form any
such proposal might be introduced in Congress or enacted or whether; if enacted, it would apply to bonds issucd
prior to cnactment. Prospective purchasers of the Bonds should consult their own tax advisers regarding any
pending or proposed federal tax legislation. Co-Bond Counsel w1|l express no opinion regarding any pending or
proposed federal tax legislation.

Backup Wlthholdmg

Payments of interest on, and proceeds of the sa]e redemptlon or maturlty of tax- exempt obhgatlons
including the Bonds, are in most cases required to be reported to the IRS. Additionally, backup withholding
may apply to-any such payments to any owner of Bonds who fails to provide an accurate Form W-9 Payers
Request for Taxpayer Identification- Number, or.a substantially identical -form, or to any such owner who is
notified by the IRS of a failure to report all interest and- dividends required toibe shown on federal income tax
returns. * The reporting :and. backup: withholding requ1rements ‘do not- afféct. the excludablllty of such interest
from gross income for federal tax purposes. - = SN -

SECONDARY MARKET DISCLOSURE

The City will enter-into a Continuing Disclosure Undertaking (the “Undertaking”) for the benefit of the
Beneficial Owneérs. of the Bonds:to send.certain information annually and to provide notice® of certain events.to
the Municipal Securities Rulemaking Board (the “MSRB”) to enable the Underwriters to meet the requirements
of Section (b)(5) of Rule 15¢2-12 (the “Rule”) -adopted by the SEC under the Exchange Act. The MSRB has
designated its Electronic Municipal Market Access system, known as “EMMA,” as the system to be used for
continuing disclosures to investors. The information to be provided on an annual basis, the events which will be
noticed on an occurrence basis and a summary -of other terms of the Undertaking, including termination,
amendment and remedies, are set forth below.

A failure by the City to comply with the Undertaking will not constitute a default under the Bonds or the
Series 2017 Bond Ordinance, and Beneficial Owners of the Bonds are limited to the remedies described in the
Undertaking. See “—Consequences of Failure of the City.to Provide Information” under this caption. A failure
by the City to comply with the Undertaking must be reported in accordance with the Rule and must be
considered by any broker, dealer or municipal securities dealer before recommending the purchase or sale of the
Bonds-in the secondary market. Consequently, such a failure may adversely affect the transferability and
liquidity of the Bonds and their market price.

i ~The following'is a' brief summary ‘of ‘certain .provisions ‘of. the: Undertaking- of the -City -and does not
purport to be comp]ete The statements made under this caption are subject to the detailed provisions of the
Undertaking, copies of which are available from the City upon request.

Annual Financial Information Disclosure

The City covenants that it will disseminate to EMMA its Annual Financial Information and its Audited
Financial Statements (as described below) prepared in accordance with generally accepted accounting principles
applicable to government units (as described below), with such obligation of the City commencing in 2017 for
the 2016 Fiscal Year.

“Annual Financial [nlormation” means financial information and statistical data generally
consistent with that contained in this Official Statement (i) under the caption “SEWER SYSTEM — General,”
the table captioned “Sewer System Service Area Population,” (ii) under the caption “DEPARTMENT OF
WATER MANAGEMENT,” the table captioned “Historical and Projected Capital lmprovement Program
Funding by Source” (only with respect to the total amounts for the previous five years), and (iii) under the
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caption “FINANCIAL- OPERATIONS,” the table.captioned “Historical:Sewer. Rates™ (only.-with respect to the
previous. five:years and:only the “Per 1,000 Gallons™ column), the table captioned “Water:System and: Scwer
System:Accounts,” «(only-iwith respect :to:the. Sewer.System.accounts::for:the.previous' five years), .the table
captioned “Annual Net Sewer Charges” (only with respect. te the previous :five-years):and-the table captioned
“Historical and Projected Financial Operations” (only with respect to the previous five years).. - : :

“Audited Financial Statements” means the audited financial statements of the Seiwer :Revenue: Fund
prepared in accordance with generally accepled accountm prmuples apphcable to governmental Aunits as in
effect tromtlmetotlme R R Gevt alhe Ll TR R VR

43 Annual hnanc1al Informatlon exduswe of Audlted Fmancml Statements (commencmg w1th lhe Audlted
F|1nanc1a] Statements-for the fiscal:yedr. ended December 31, 2016)iwill be provided to;the:MSRB hot.more than
210 days. after.the last.day: of:the Sewer.System’s fiscal year;: which :currently .is. Decémber 31:; If Audited
FinancialStatements” areinot available: when.‘the+Annual:Financialrlhformationiiss filedy runaudited fmanc1al
statements shall be included, and Audited Financial Statements will be filed: when:dvailable..t .. ... i :

Reportable Events Disclosure -3 i #3501 & 0 i i

i1 bilheCity covenants:that.it will disseminate:in‘ artimely: manner,: not in:excess-of:tén ‘business days after
oceurrence,sto-the - MSRB, the/disclosure of:thesoccurrencei of rasReportable :Event i(definedbelow).::: Certaini
Reportablec-Events-are - required-to be disclosed: only tosthe/extent ithatSuch Reportable: Event-is. nmaterial,-.as
materidlity is:interpreted: under the ‘Exchange Act. The “Reportable ‘Events,” certam of |Wh1Ch may :not be
aPpllcable to the Bonds Ares LA en e gl s s d v i A ‘r-: TS R TEE W TRV EIEIEL B TS POV SRS

@) . ,
(v) S
@
(e) o eubsttthtlon of” credlt or hqu1d1ty prov.ld—ers or- thelr fa1]1.1wre to perfonn
(f) ”advcrse tax opmlons thc issuance by the IhtelmlalJ Re;/enue Servnce. of. propos.ed.or.f' nal

determinations of taxability, notices of proposed issue (IRS Form 5701- -TEB) or other material notices or
determinations. with respect to the tax statusiof the Bonds, or.othef material:events: affectmg;the tax status of the
BondS . : . ) - ..i:- S B LR R : Pes . . . .

S B I VLS B N T PARFL LU PIERL IS SV PR O
(2) modifications to rights of security holders, if material;

(h) bond calls, if material, and tender offers; eobesttaeltad e T
(i) - defeasances; ' - - RN Y

() : .rc'leasc sub%tltutlon or sale of prohuty eeeurlné reha:yment of. the Bonds if: rrtaternal

(k) rating changes;

()] bankruptey insolvency, rccelvershlp or similar event of thc Clty ((,on51dcred to have occurred

in the following instances: the appointment of a receiver, tlscal agent or similar’ off'cer for the City in a
proeccdmo under the U.S. Bdnl\ruplcy Code or in any olher proccedmz’ under state or federal Iaw in which a

.....

court or governmcnlal authorlty has assumed Jurnsdletlon over substantlally all of the assefs or busmtss ‘of the
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City, or if the jurisdiction of the City has been assumed by leaving the City Council and the City’s officials or
officers in possession but subject to the supervision and orders of a court or governmental authority, or the entry
of an order confirming a plan of reorganization, arrangement or liquidation by a court or governmental authority
having supervision or jurisdiction over substantially all of the assets or business of the City);

(m) the consummation of a merger, consolidation, or acquisition involving the City or the sale of all
or substantially all of the assets of the City, other than in the ordinary course of business, the entry into a
definitive agreement to undertake such an action or the-termination. of a definitive agreement relating to any
such actions, other than pursuant to-its terms, if material; and - :

(n) appointment of a successor or additional trustee or the change of name of a trustee, if material.
Consequences of Failure of the City to Provide Information

The City shall give notice in a timely. manner to the MSRB of any failure to provide disclosure of
Annual Financial Information and Audited Financial Statements when the same are due under the Undertaking.

In the event of a failure of the City. to comply with any provision of the Undertaking, the Beneficial
Owner of any Bond may seek mandamus or specific performance by court order to cause the City to comply
with its obligations under the Undertaking. The Undertaking. provides that any court action must be initiated in
the Circuit Court of Cook County, lllinois. A-default under the Undertaking shall not be deemed a default under
the Bonds, the Series 2017 Bond Ordinance, or the Indenture, and the sole remedy under the Undertaking in the
event of any failure of the City to comply with the Undertaking shall be an action to compel performance.

Amendment; Waiver

Notwithstanding any other provision of the Undertaking, the City may amend the Undertaking, and any
provision of the Undertaking may be waived, if:

@ M) the amendment or the waiver is made in connection- with a change in
circumstances that arises from a change in legal requirements, change in law, or change in the identity,
nature or status of the Sewer System or type of business conducted;

(i)  the Undertaking, as amended, or the provision, as waived, would have complied with
the requirements of the Rule at the time of the primary offering, after taking into account any
-amendments or interpretations of the Rule, as well as any change in circumstances; and

(iii) the amendment or waiver does not materially impair the interests of the Beneficial
Owners of the Bonds, as determined by a party unaffiliated with the City (such as the Trustee or Co-
"Bond Counsel), or by approving vote of the Beneficial Owners of the Bonds pursuant to the terms of the
Indenture at the time of the amendment; or

(b) the amendment or waiver is othcrwise permitted by the Rule.
EMMA
All documents submitted to the MSRB through EMMA pursuant to the Undertaking shall be in
electronic format and accompanied by identifying information as prescribed by the MSRB, in accordance with

the Rule. All documents submitted to the MSRB through EMMA will be word-searchable PDF's, configured to
permit documents to be saved, viewed, printed and electronically retransmitted.
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Termination of Undertaking

The- Undertaking shall be terminated if. the City shall no.longer-have . any. legal liability. for any
obligation on or relating to repayment of the Bonds under the Series 2017 Bond Ordinance or the Indenture.

Addltlonal Informatlon _
G L .. . . ., -, .\'__' . o .
} Nolhmg in- :the Undertakmg w1|] be deemed to, prevent :the Clty from " dlssemmatmg any.. other
information, using the means of dissemination set forth:in. the Wndertaking or:any. other.means of
communication, or including any other information in any Annual Financial Information or Audited Financial
Statements or notice of. occurrence -of.a material -event, in:addition to that;which is required by .the Undertaking.
If the City chooses to include any information in any Annual Financial Information or Audited Financial
Statements or notice of occurrence of a material :event:invaddition:to" that-whichiisispecifically-required: by:the
Undertaking, the City shall have no obligation under the Undertaking to update such information or include it in
any- future Annual Fmanclal lnformatlon or Audlted hnancral Statements .or notice of occurrence: of a materlal
events: EREERRM A R R IC I LT IOt a 0 PR P HTH LSRR l,,, T nailndnto o g g o

Correctlve Actlon Related to Certain Bond Blsclosure Requlrements 3t "!-'i A e T

'The Crty talled to comply w1th certam contmumg' dlsclosure undertakmgs prev1ously entered into by it
pursuant to the Ru'e as; (.esc"bed below. Such non- comphance imay.or may not:be materlal TR

s "“i.”:"ﬁ_" S i e v ": "‘i‘ i ;‘)“ "'7\:-’ ‘\’ e ! ‘

‘Annual: Fmanclal lnformatron and AudrtedvF manclal' Statements| were -not filed by the Cltyfm 20] ] for
the Fiscal Year ended December 31, 2010, and in 2012 for the Fiscal Year ended December 31, 2011, with
respect to the City of Chicago Chicago O’Hare International Airport General Airport Third Lien Revenue and
Revenue Refunding Bonds, Series 2010A through Series 2010F. Annual Financial Information. and Audited
Financial:Stateménts’ were. not:filed by ‘the:City; in:201: b:forthe Fiscal: Year ended/December-31;-2010, and in
2012 for the Fiscal Year ended December 31, 2011, with respect -to-thexCity- of.«Ghicago Chicage®>Hare
International Airport Passenger Facilities Charge Revenue and Revenue Refunding Bonds, Series 2010A
through-Series 2010D.- On-October 12,:2016; the City filed with' EMMA such Annual Financial Informatron and

Audited Financial'Statements ‘with: respect. to such bonds S SNBSS v

,,- T L it e

Annual Financial Information and Audlted Fmanclal Statements were not filed by the City in 2017 for
the Fiscal Year -ended December 31, 2011, with respect to'theiCity: of Chicago Chicago O’Hare International
Airport' General ‘Airport Third Lien Revenue: Bonds, Series-2011A throughi Series 2011C. Annual:-Financial
Information and Audited Financial Statements were not:filed.in:2012 for ‘the Fiscal-Yieat ended :Decémber 31,
2011, with respect to the City of Chicago Chicago O’Hare International Airport Passenger Facility Charge
Revenue Bonds, Series 201 1A and Series 2011B. On October 12, 2016, the City fled w1th EMMA such Annual
F mancral lnformatlon and Audlted Fmanual Statements w1th respect to such bonds

With rcspect to the City’s Collateralized Single Famlly Mortgage Revenue Bonds Scrles 2006A (the
“Series 2006A Bonds”), S&P lowered its rating on the Series 2006A Bonds from “A4+” to “AA” and placed
the Series 2006A Bonds on “Credit Watch vith negative implications” éffective‘December 16;2011. The City
did not cause the trustec as dissemination agent to file a notice of a reportable event with EMMA at that time.
Subsequently, S&P upgraded the rating on the Series 2006A Bonds from “44” to “AA+ " effective March 12,
2012. On March 18, 2012, S&P removed the “Credit Watch with neganve 1mplzcat10ns characterization from
the Seris 2006A 'Bonds. Theé City caused the trustee, ds ‘didsemination’ ag,ent ‘for'thé'Serics 2006A"Bonds to file
a notice ot a reportable event with EMMA on March 26,-2012 disclosing the downgrade and subsequent
upgrade of the Series 2006A Bonds by S&P. -
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With respect to multiple series of the City’s Chicago O’Hare International Airport General Airport
Third Lien Revenue Bonds, American Airlines is an “obligated person” with respect to such bonds. On
November 29, 201, AMR Corporation (the parent company of ‘American Airlines and Envoy Air (formerly
American Eagle)) and certain of its United States-based subsidiaries (including American Airlines and
American Eagle) filed voluntary petitions for Chapter 11 reorganization in the United States Bankruptcy Court
for the Southern District of New York. The City filed a notice with EMMA with respect to this event on March
30, 2012 (not within the 10 business-day deadline imposed by the Rule). On December 9, 2013, American
Airlines merged with US Airways. The City filed a notice with EMMA with respect to this event on August 25,
2014 (not within the.10 business-day.deadline imposed by the Rule).

With respect to the City’s Outstanding Motor Fuel Tax Revenue Bonds, the City’s pledge of Additional
City Revenues to the payment of such bonds (in addition to the pledge of Motor Fuel Tax Revenues) became
effective as of March 19, 2013. The City filed a notice with EMMA descrlbmg the pledge of this additional
source of revenue on May 16, 2013 :

With respect to the City’s Outstanding O’Hare International Airport Customer Facility Charge Senior
Lien Revenue Bonds, Series 2013, Simply Wheelz, LL€ «d/b/a Advantage Rent A Car (“Advantage”) is an
“obligated person” with respect to such bonds. Advantage filed a voluntary bankruptcy petition in the Southern
District of Mississippi on November 5,2013. The City filed a notice. with EMMA with respect to this event on
December 5,2013. : . :

The rating agencies took certam rating actions with respect to the ratings of Ambac Assurance
Corporation and Financial Security Assurance Inc. (collectively, the “Bond Insurers”). The Bond Insurers
provided municipal bond insurance policies relating to certain series of the City’s Chicago- Midway Airport
revenue bonds. Event notices.with respect to such rating changes were not filed with EMMA. The City made
such filings on May 22, 2014.

Ambac provided a municipal bond insurance policy relating to the City’s Motor Fuel Tax Revenue
Bonds, Series 2003A and Assured Guaranty Corp. provided municipal bond insurance policies relating to the
City’s Motor Fuel Tax Revenue Bonds, Series 2008. Event notices with respect to the rating changes taken by
the Rating Agencies with respect to these insurers were not filed. The City made filings with EMMA on June 3,
2014 and August 22, 2014 with respect to these rating'changes.

The City failed to file timely material event notices with respect to certain rating changes affecting the
City’s bonds subject to the Rule and for which the City is an “obligated person’ under the Rule (collectively,
the “Prior Bonds”) or affecting bond insurance companies which insured any Prior Bonds (collectively, the
“Prior Bond Insurers”). The City filed with EMMA on August 29, 2014 a notice with respect to all rating
changes known to the City and affecting the Prior Bonds (including certain Senior Lien Bonds and Second Lien
Bonds) occurring over the last ten years. The City (iled with EMMA on August 27, 2014 a notice with respect
to all rating changes known to the City and aftecting the Prior Bond Insurers occurring during the last seven
years.

On January 15, 2016, S&P upgraded the rating of the City’s Midway Second Lien Bonds from A- to A.
On May 17, 2016, the City filed with EMMA an event notice relating to this rating upgrade.
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CERTAIN VERIFICATIONS

. Robert Thomas,: CPA LLC, Shawnee MlSSIOl] Kansas (the “Verlf er”) upon dehvery of the.Bonds, will
deliver.to the City,;:Co-Bond.Counsel andithe:Underwriters a report: statingthat the:firm, atithe.request. of the
City and:the Underwriters, has reviewed the' mathematical-accuracy of certain computations based: on certain
assumptions relating.to ‘(i) the: sufficiency of the :principal ‘and: interest rec€ived from.the .investment in the
Defeasance Obligations;.together with any:.initiali cash:-deposit,:to:: meet the :timely :payment: of the :applicable
principal ‘or -redemption price=.of and interest on-the:Refundéd Bonds; . as-described under “ESTIMATED
SOURCES AND USES OF FUNDS — Refunding of Refunded Bonds”.and: (ii)-the yields:on:the:Bonds: and: on
the Defedsance Obhoatlons

c IRV NI A SO E SV TV VLIRS F e

The Verlf er w1ll express 10 Opinion’on the attamablllty of any: assumptlons or the tax-exempt status of :
the:Bonds. The'computations verified by the: Verifier-are:intended:in part.to support conclus1ons of the City:and -
Co-Bond Counsel concerning the federal income tax status of the Bonds. S AR AR SO RN £ MS B
R T R (Y P R AT PR

% MIS ELLANEOUS

FEE T P '.-“:..'.i'. RN TR

The foregomg summaries: or: descnptlons tof :provisions of =the Ser1esn2017 Bondn@rdmance and the
: lndenture and all references to other materials not purporting to be quoted in full, are qualified in' their entirety
by reference to the complete provisions of the documents and other materials summarlzed or descrlbed Copies
of these documents may be obtamed from the office of the!Chief: Financial Officer AR DN :

P TR SV PR RTY I TR R St LU S R V) BRI e TS By /n‘"’

The references excerpts -and' suminariés: ot all documents referred"to herem do' fiot purport to bé
complete-Statemehts of the provisionstof such decuments; and referenceis direéted to'all such docuiments for-full
and complete statements of all matters of fact relating to the Bonds, the security for the ‘payiientof the' Bonds
and the rights and obligations of the Owners thereof.

ey A g IR . Vo qrer
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Any statements made in this Official Statement involving matters of opinion, projection or estimates,
whether or not so expressly stated, are set forth as such and not as representations of fact, and no representation
is made that any of the projections or estimates will be realized. Neither this Official Statement nor any

statement that may have been made orally or in writing shall be construed as a contract with the Owners or
Beneficial Owners of the Bonds.

CITY OF CHICAGO

By: /s/ Carole L. Brown
Chief Financial Officer
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APPENDIX A
GLOSSARY OF CERTAIN TERMS .

The following are definitions of certain terms used in the Series 2017 Bond Ordinance, the Indenture
and this Official Statement. This glossary is provided for the convenience of the reader. and does not purport to
be comprehensive or.definitive. o . e N

“Aggregare Second Lien Debt Service” means, as of any pamcular date of computatlon and with respect
toa pamcular Fiscal Year or other specified 12-month penod an amount of money equal to the aggregate of the
amounts of Annual Second Lien Debt Service with respect to such Erscal Year or other speel:ﬁe,d 12-month
period for the Second Lien Bonds of all series.

B “Aggregate Senzor Lzen Debt Se/ vice” means, as, of any pamcu]ar date of computatlon and wnth respect
toa pamcular Fiscal Year or other specrﬁed 12- month perlod an amount of money. equal to.the aggregate of the
amounts_of Annual Senior Lien Debt Service. w1th respect to such F 1sca1 Year or other specrﬁed 12-month
period for the Senior Lien Bonds of all series.

“Annual Second Lien Debt Service” means, as,of any particular date of computation and with respect to
a particular Fiscal Year or other specified 12-month period for Second Lien Bonds of a particular series, an
amount of money. equal to the sum of (a).all interest. payable during. such Fiscal Year or other specified 12-
month period on all Second Lien Bonds of: 'said series Outstanding on said date of computation and (b) all
Principal Installments payable during such Fiscal Year or other specified 12-month period with respect to all
Second Lien Bonds of said series Outstanding on said date.of computation, all calculated on the assumption that
such Second Lien Bonds will after said date of computation cease to be Outstanding by reason, but only by
reason, of the payment when due and application in accordance with the ordinances and trust indentures creating
such series of Second Lien:Bonds of Principal Installments payable at.or after said-date. of computation. For
purposes of computing the interest payable on any Variable Rate Bonds constituting Second Lien Bonds in any
future Fiscal Year or other specified future 12-month period, the rate of interest shall be assumed to equal the
highest monthly average rate of interest paid with respect to such Variable Rate, Bonds.during the 12 months
preceding the date of such calculation, plus 0.5 percent, or if such Variable: Rate Bonds.were not Outstanding
during: the entire 12-month period preceding the date of calculation, the highest monthly -average rate of interest
paid with respect to comparable debt obligations having a comparable interest rate .determination method,
interest rate period and rating during such 12-month period, plus 0.5 percent. :If the.City has entered.into.an
Intercst. Rate Hedge Agreement -with respect.to any:Second Lien.Bonds;: the .interest payable.on such .Second
Lien Bonds shall be deemed.to be the sum of (i) the amount payable under the Initerest Rate Hedge Agreement
for the years in which the Interest Rate Hedge Agreement is in effect, plus (ii) the difference between the
amount paid as interest on such Second Lien Bonds.and the amount received. by. the City. pursuant to the Interest
Rate Hedge Agrcement (but not less than zero). If the City is to pay a variable rate pursuant to the Interest Rate
Hedge Agreemcnt, the variable rate calculation shall be made in the same manner as for Variable Rate Bonds.
Amounts deposited in the Principal and Interest Accounts pursuant to the provisions of the Indenture, or similar
provisions in any trust indenture or ordinance securing Second.Lien Bonds, and capitalized or funded. interest
from proceeds of Second Lien Bonds and used only to pay interest on such Second Lien Bonds, shall be credited
against Annual Second Lien Debt Service. :

“Annual Senior Lien Debt Service” means, as of any particular date of computation and with respect to
a particular Fiscal Year or other specitied 12-month period for Senior Lien,Bonds.of a particular. series, an
amount of money equal to the sum of (a) all interest payable during such Fiscal Year or other specified 12-
month period on all Senior Lien Bonds of said series Outstanding on said date of computation and (b) all
Principal Installments payable during such Fiscal Year or other specified 12-month period with respect to all
Senior Lien Bonds of said series Outstanding on said date of computation, all calculated on the assumption that



Senior Lien Bonds will after said date of computation cease to be Outstanding by reason, but only by reason, of
the payment when due and application. in'ac¢drdance? with .the® Senior- Lien Bond Ordinances of Principal
Installments payable at or after said date of computation. For purposes of computing the interest payable on any
Variable Rate Bonds- constltutmo Senior Eien Bonds’in any ‘future Fiscal “Ye€ar -or other’ spec1f ed future 12-
monthiperiod; the'rate of interest 'shall be assumed to-equal the: highest monthly average rate' of‘interést paid: w1th
respect to such Variable Rate Bonds during the 12 months preceding the date -of: such  calculation;: p]us
0.5 percent, or if such Variable Rate Bonds were not Outstandmg during the entire 12-month period preceding
the date’'of ca]culatlon ‘the- hlghest month]y avérage 'raté! of 'interest’ pald wnth ‘reSpect to* comparable debt
obllgatlons havnng a comparable interest’ tate’ determination method"mterest rdte’ perlod and ratmg durmg such
12tmbnth period: plus 0.5 percént. '1f the Crty hds 'entefed into an’ Interest Rate Hedge Agreement witht respect
to any Senior Lien Bonds, the interest payable on such Senior Lién’ Bonds' shall be’déemed to be 'the 'sum 6f
(i) the amount payable under the Interest Rate Hedge Agreement for the years in which the Interest Rate Hedge
Agreemen '1n effect “plus’ (n) the differénce. bétweén’ the ‘amount pa1d as mterest on' such Senior” L1en Bonds
_and’‘the “amount recerved by the City' pursdaht 16the 1nt‘é'rést Riate Hedge: Agreement (but not Téss than zero)’ 1t
the' Clty is"f0 ‘pay'a variable rate’ pursuant’ t6 the' Intefest Rate’ Hedge’ Agreement ‘the’ varlable rate calculatron
shall be made in the same manner as for Variable Rate Bonds. Btz e s et G Dyt o i el Do,

"".“Authorzzed Den"o'mmatzon ”'means $5 OOO and any 1ntegral multlp]e of $5 OOO ey

" SRS cet e T feoac pad) t
- i “Authorlzed Officer” 'means' the Chief'F 1nanc|al Officer of'thé Clty' or ltl the Chref F 1nanclal Officer'so
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determmes and des1gnate the Clty Comptroller’ '
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Corporatlon Counsel of the C1ty '
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. “Bond Debt Servzce Requzrement mcans,‘ufOr‘-any‘iFi'scal “Yiear; the! principali of:and interést. oniSenior
Lien Bonds required to:be-paidtin‘that' Fiscal Year. Withirespect to any: SeniorLien:Bonds for which anyrinterest
is payable by'appreciation fin-principal ‘amount, the Bond:Debt Service: Requirement:for ‘aFiscal: Yiear includes
dll:appreciatédiprinéipal-payable in: that Fiscal:Year but'does:not include’thé: increasefin: priricipalithat:dccurs in
that.Fiscal Yiear but is not-payable:in-that Fiscal -Year.: Any:Senior-Lien Bonds réquirédito be redeemed pursuant
tora-mandatory-sinking'fund redeinption:shall:be treated” forithese purposés astbeing-due on:the datéithey aré
required:to beiredeemediand not on their statcd.maturity -dates: :For: purposes of computing'the interest payablé
ofitany ‘Sénior: Lien’Bonds!issued-as Variable‘Rate Bonds:in-any.futuire/Fiscal -Y:ear or: 6ther! specified future 21
onth period; the rate of‘interest-shall be assimed to equal the:highest monthly-average rdte of-interést paid with
réspect- to ‘such ‘Variable' Rate? Bonds during “the 12 imoriths preceding the' date :of ‘suchvcaléulation; plus
0.5 percent, or if such Variable:Rate ‘Bonds ‘werc not Outstanding: during:the entire 12-motith period preceding
the date--of calciilation; ithe: highest .monthly - average-rate-of: interést paidi'with:téspect:ito~comparabledebt
obligations:havinga:coniparable-interest ‘rate determination ‘method;sinterest rate tperiod and'rating‘during such
12-month period, plus 0.5:percent. - Inithe event the'City has entered intoan-Interest Rate Hedge' Agreement with
respect to any Senior Lien Bonds, the interest payable on such Senior Lien Borids shall be:deémed to be the
amount payable under the Interest Rate Hedge Agrcemcnt for the years in which the Interest Rate Hedge
Agréement'is in éffect. -If the Cily is to pay a variable'rate pursuant to the Initerést Rate’ Hcdge Agreement the
variable rate ca|<,uldtlon slnll be made in the same manner as tor Varlable Rate Bonds

*Bond-Debt.Service Reserve Account™ means the separate account of-that name previously. established
for the Senior Lien Bonds in the Sewer Revenue. Fund and described in the Seriés 20717 Bond Ordinance.
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“Bond Debt Service Reserve Requi) -ement” means, as of any date of computation an amount equal to
the sum of (i) that amount established in each ordinance authorizing each series of Outstanding Senior. Lien
Bonds; and (ii) with respect to any scries of Senior Lien Parity Bonds, such amounts as shall be established by
the ordinance authorizing that series of Senior Lien Parity Bonds, not to exceed the least of (A) the highest
future Bond Debt Service Requirement of that series of Senior Lien Parity Bonds in any Fiscal Year including
the Fiscal Year in which the date of computation falls; (B) 10 percent of the orlgma] prmc1pal amount of that
series of Senior Lien Parity Bonds (less any original issue discount); or (C) 125 percent of the average annual
Bond Debt Service Requirement for that series of Senior Lien Parity Bonds. Any Senior Lien Bonds required to
be redeemed pursuant to a mandatory sinking fund redemption shall be treated for purposes of this definition as
bemc due on the dates they are required to be redeemed and not on their stated maturity dates.

”Bona’holder or."Owner” means the person.in whose name any Bond i 1s reglstered on the registration
books of the City kept. by. the Trustee

“Bond Principal and Interest Account” means the separate account of that name previously established
for the Senior Lien Bonds in the,Sewer Revenue Fund and described in the Series 201 7 Bond Ordinance.

“Bonds” means the Second Lien Wastewater Transmission Revenue Bonds, Series 2017, comprised of
the Series 2017A Bonds and the Series 2017B Bonds, authorized by the Series 2017 Bond Ordinance and issued
under the Indenture.

“Business Day ‘means any day of the year on which banks Jocated in the city in which i is focated the
Principal Office of the Trustee are not required or authorlzed to remain closed and on, which The New York
Stock Exchange is not closed

”Chtcf Fmanczal Offic icer” means the person designated by the Mayor as the City’s Chief Finandial
Officer, or if no such desngnatlon has been made or if such position is, vacant, the City Comptroller.

“City” means the City of Chicago.
“City Comptroller” means the City Comptroller of the City.
“City Council” means the City Council of the City, the governing body of the City.

“Commercial Paper and Line of Credit Account” means the separate account of that name established
in the Sewer Revenue Fund as provided in the Series 2012 Bond Ordinance and other ordinances authorizing the
issuance of Commercial Paper Notes and Line of Credit Notes.

“Commercial Paper Notes” means obligations commonly described as “commercial paper” issued by
the City from time to time, payable from the Commercial Paper and Line of Credit Account descnbed in
Section 2.2(f) of the Series 2012 Bond Ordinance.

.

“Construction Account: 2017 Second Lien Bonds” means the “Construction Account: 2016 Second
Lien Bonds” in the Sewer Revenue Fund established pursuant to the Series 2017 Bond Ordinance.

“Construction Account: 2017 Subordinate Lien Obligations” means the separate account of lhdt namec
in the Sewer Revenue Fund established pursuant to the Scries 2017 Bond Ordinance:

“Construction Accounts” mcans the Second Lien Construction Accounts and any similar accounts
established for Outstanding Senior Lien Bonds.
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“Costs of Issuance” means all fees and costs incurred by the City relating to the issuance of the Bonds,
1nclud1ng, without limitation, prmtlng costs, the Trustee S 1n1t1al fees and charges hnancla] adv1sory fees,
englneenng fees, Iegal fees, accountmg, y fees, the cost of any premlums ‘for ﬁnanc1al g,uaranty 1nsurance to 1nsure
th‘e S es 2OI7A Insured Bonds and the cost ofany rchted servrces w1th respect to the Bonds e

Dbt Servzce Reserve Accozuzt means an account of that' name estabhshed in the Second L1en Bonds
Account for any serles ot Outstandlng Second L1en Bonds as’ descrlbed in the apphcable‘ lndenture

N /.n o [ PR B

Bonds ‘for which the’ apphcab]c indenture ‘or ordmance estabhshes a Debt’Serv1ce Reserve' Requlrement ‘as of
any date of computition, an arffiount‘equal-to the'least of: 1y 10%-6f the stated' pr1nc1pal “Ariount’of the Bonds!

(2) 100% of max1mum Annual Second Lien Debt Service with respect to the apphcable series of Outstanding
Second’Eien"Bohds in-the' durfent or any futiire Fiscal Yeat, and (3) 125% of the average Annua] Second Lien

Debt Service with respect to the applicable series of Outstanding Second-Lién Bonds ifi-the Cufrént ‘and any

ﬁlture Flscal Year

TR BTN T _,.:‘-f S U:=-;f,-i'«.--. S ‘_.a=lf-" ‘a\,'..\::;_‘-.'-

- “an pré 2% " P
Kroll and “AA+” by S&P provnded‘,"that lf t‘le issud'is only rated by S&P ‘hed the 'pre: rcfund ' bonds must

Backed’ by the' full falth”and eredit of the'0's U S. Expor't’ le'p’c’)’rt Bahk’ (Exnmbank) (dlrect"obl
fully guaranteed certificates of beneficial ownership), Farmers Home Administration’ (le—lA) (certlﬁcates of
beneficial . ownershlp) Federal Fmancmg Bank, General Serv1ces Admlmstratlon (part.crpatlon certificates),
Us.” Marltlme Admmlstratlon (guarant d Irtle X1 fnancmgs) U S Department of Housmg and Urban
Development’ (HUD) (PI‘Q]CCt Notes, Local Authorlty Bonds New Communities Debefitires-—U'S. govemment
guaranteed debentures), and U.S. Public Housing Notes and Bonds—U.S. government guaranteed public
housing notes and bonds, or (vii) obligations issued by the following : agencies that are ‘not backed by the full
faith and credit of the U.S.: Federal Home Loan. Mortgage Corp. (FHLMC) debt obhgatlons Farm Credit
System (formerly: Federal Land Banks, Federal Intermediate Credit" Banks, and Banks for Cooperatlves) debt
obligations, Federal Home Loan Banks (FHL, Banks) debt oobligations, Fannie Mae debt obligations, Financing
Corp. (FICO) debt obllg,atlons Resolution Funding Corp. (REFCORP) debt obligations, and U.S. Agency for
International . Development (U.S, A.LD.) Guaranteed notes; provided. that Defeasance Obligations, described in
(nl) and (v1) above. shall not be, used w1thout the consent of S&P, if the C1ty seeks to have thc defeasance .eSCrow
ratedby S&P. : e o

.. ... “Determination Certificate” means the Certificate of the Authorized Officer, with respect to the Bonds
of one or more scries ﬁlcd with the office of the Clty Clerk dddressed to the Clty Councnl as prov1ded in the
Series 2017 Bond Ordinance. : : ‘ ' -

“Federal Subsidies” means (a) the direct paymcnts by th'e.Unit"Ld States 'rreés'u}y DLpLirtment to the
City of a portion of the interest payable by the City on the Series 2010B Second Lien Bonds and (b) to the extent
herealter available to the City, payments by the United States Fleasury Department to. thc C|ty resulting from
subsidies, tax credits or other incentives or bencfits to state and local governments in connection with the
issuance of debt obligations by such governments.. . .. .. o |

oo A
HEE ERPEN e vy R AR

“Fiscal Year” means the period beginning January | and ending December 31 of any vear.



“Fitch” means Fitch Ratings, its successors and assigns, and, if Fitch shall be dissolved or liquidated or
shall no longer perform the functions of a securities rating agency, “Fitch” sha]] be deemed to refer to any other
nationally recognized securities rating agency desrgnated by the City by notice to the Trustee.

“Gross Revenues” means all income and receipts from any source which under generally accepted
accounting principles are properly recognized as being derived from the operation of the Sewer System,
including without limitation (a) charges imposed for sewer service and usage, (b) charges imposed for
inspections and permits for connection to the Sewer System, (c) grants (excludmg grants received for capltal
projects) and (d) Investment Earnmgs Gross Revenues do not include Federal Subsidies.

“IEPA” means the 1llinois Environmental Protection Agency, and its successors and assigns, or in the
case of IEPA Loans made pursuant to the IEPA Program, the authorized lender under such Program.

“IEPA Loan” means, co]lectiyely;'the borrowing or bOrrowzings by the City from IEPA under the IEPA
Program and evidenced by one or more IEPA Loan Agreements.

““IEPA Loan Agieement” means each loan agréement to be entered into between the C1ty and IEPA
settlng forth the terms of an IEPA Loan.

“IEPA Program” means the Water Pollutlon Control Loan Program Orf any Ssuccessor program
administered by the State of Illinois, and any similar | program through which funds are authorized by the federal
Government, including the United States Envrronmental Protectlon Agency, and admlmstered by the ‘State of
1llinois or any federally authorized agency

“Indenture” means the Trust Indenture from the City to the Trustee, dated as of June 1, 2617 with
respect to the Bonds, as amended or supplemented in accordance with the terms thercof, prov1d1ng for the
issuance of the Bonds.

“Insurer” mecans Assured Guaranty Municipal Corp., a New York stock insurance company, or any
successor thereto or assignee thereof

“Interest Payment Date” means January | and July 1 of each year, commencing January 1, 2018.

“Interest Rate Hedge Agreement " mcans an interest rate exchange, hedge or similar ag1 eement, entered
into in order to hedoe or manage the interest payable on all or a portion of any series of Outstanding Senior Lien
Bonds or of Outstanding Second Lien Bonds, which agreement may include, without limitation, an interest rate
swap, a forward or futures contract or an option (e.g., a call, put, cap, floor or collar) and which agreement does
not constitute an obligation to repay money borrowed, credit extended or the equivalent thereof. Obligations of
the City under an Interest Rate Hedge Agreement shall not constitute indebtedness of the City for which its full
faith and credit are pledged or for any other purpose.

“Investment Earnings” means intercst plus net profits and less net losses derived from investments
made with any portion of the Gross Revenues or with any money in the accounts in the Sewer Revenue Fund
(other than the rebate accounts established and held for the Senior Lien Bonds and Second Lien Bonds)
-described in the Series 2017 Bond Ordinance. Investment Eanings do not include interest or earnings on
investments of moneys on deposit in any Senior Lien Construction Account, Second L1en Constructlon Account,
or Subordinate Lien Construction Account.

“Kroll” means Kroll Bond Rating Agency, Inc., a corporation organized and existing under the laws of
the State of Delaware, its successors and assigns, and, if such corporation shall be dissolved or liquidated or



shall no longer perform the functi 'ns of a secur1t1es ratmg, agency, the term “Kroll” shal! be deemed,to refer to
any other natronally recogmzed securltlcs ratmg agency dcsrgnated by the Clty by notlce to, the Frustee

: “Net Revenues, f means_ that portlon of the Gross Revenues remammg m any perlod after providing
suff'crcnt tunds for Operatron and Mamtenance Costs oo R

. "‘];vet Revenues Aval_lable for Bonds means that portlon of the Net Reye}nues_rejmalmmg in any per':dl
Hinus any amounts deposrted_durmg that perrod in the Sewer Rate Stabll "" ro 'the
Series 2017 Bond Ordinance (other than amounts transferred 6 that Account upon ‘the issiance of a any ‘Sénior
L1en Parlty Bonds) and plus the amounts w1thdrawn durmg that perrod trom that Accou_nt

NPV “

“Notice by Mazl ‘mearis & wr1tten notrce mar]ed.by ﬁrst c]ass ma1] po"slt'aéie[ pr'épard'“to Bondho]ders ‘at

their addresses as sho,_wn{ on the Jreg_rstr__atr_o_r)‘ boo_ks kept pu_rsuant to the Indentur.e. P

“Operation and Maintenance Costs méans a]l expenses reasonab]y incutred y ‘thie C1ty ifi' connection
with the operatron mamtenance renewal, replacement and JTepair, of the Sewer System that under, generally
accepted accounting prmcrples are properly chargeab]e to the Sewer System and rlo)tlcaprgalrgedd %ch-(.lru;lg’

- without-limitation, - salaries, wages, taxes, contracts-for services, costs ‘of ‘materials and supphes' purchase of
power, fuel, insurance, reasonable repalrs and extensions necessary to render efficient service, the costs related
to .any lnterest Rate Hedge Aoreements trustee s and, aymg agentsl o ,_ia'nldlall; _lncl(dental.eygpens'e's“”but

excludmg any provrsron for deprec1at10n or for 1nterest on Semor Lren Bonds Secon Lren Bonds or. other
obhgatrons ‘for borrowed money payab]e from the Net Revenues Avarlable for Bo .

“Opmzon ofBond Counsel" _means a written opmlon ofBond_,C;ounsel TR
t LIS - MR Tl

“Outstandzng means ‘wheén used with' reterence to any series or subserres ‘of Second Lren Bonds all of
such obligations that are outstanding and unpaid, provrded that such term does not include: =~ 7

' E';('a)' Second Lren Bonds cance]ed at or pI‘lOI‘ o such date or delivered to

trustee or paying agent for such Second Lien Bonds at or prior to such date for cancellation;
® matured or redéeméd Second Lien Bonds which 1iive not been prese'nted"fo':r‘p'ayment in

. aecordance with, the provrslon f_,lthe trust, mdenture or ordmance‘_authorrzmg such senes of Second

. 'for such Second Lren Bonds

(c) Second Lren Bonds for whlch the C1ty has prov:ded for payment by deposmng m an
-=1ntercst on whuch ‘will be suh‘rcrent to pay at maturlty, or 1f cal]ed for redemptron on. th _,apphcablc
redemption date, the principal of, redemption premium, if any, and interest on sich Second Lién’ Bonds;

(d)' Sccond L1en Bonds in lieu of or in exchanée or substrtutron tor whrch other Second
Lien Bonds shall have been authenticated and delivered pursuant to th‘ lrust 1ndcnture or ordrnancc
_‘authon/lng such serrcs of Second chn Bonds and TR

(e) Second Lien Bonds owned by the City.

When used with respect to Senior Lien Bonds, “Outstanding” shall have the meaning ascribed to such
: S O ST e T S AT
term in the rcspectlve Senior Lien Bond Ordinances.



“Outstanding Second Lien Bonds” means, collectively, the Outstanding Series 2001 Second Lien
Bonds, the Outstandmg Series 2008 Second Lien Bonds, the Outstanding Series 2010 Second Lien Bonds, the
Outstanding Series 2012 Second Lien Bonds, the Outstanding Series 2014 Second Llen Bonds and the
Outstanding Series 2015 Second Lien Bonds.

“Outstanding Senioriie_n_ Bonds " means the Outstanding Series 1998A Sénior Lién Bonds.
“Permitted 1m3e'stmei1t;v * means any of the following;: '

(a) dlrect obligations of, or obligations the prm01pa1 of and mterest on Wh]Ch are
unconditionally guaranteed by, the United States of Amecrica;’ : S

® trust recelpts or other certificates of ownership evidencing an ownershlp interest in the
principal of or'interest on; or both principal of and interest on, obligationis described in clause (a) of this
definition, which obligations are held in trust by a bank, trust company, national banking association or
‘savings dnd loan association that has capital of not'less than $100,000,000 (“Bank”), provided that such
-‘Bank holds such obligations ‘separate and segregated from-all other funds and ‘a¢counts'6f the City and
of such Bank and that a perfected first security interest undér the I1linois Uniform Commercial Code, or
under book entry procedures prescribed at 31 C.F.R. 306.0 et seq. or 31 C.F.R. 357.0 ef seq. (or other
similar book entry procedures 51mllar]y prescribed by federal law or regulations adopted after the date
" of the Indenture) has been created in such obligations for the benefit of the apphcable account in the
" Sewer Revenue’ Fund' or to the extent permltted in any irrevocable trust or éscrow established {6 make
"provnsmn for the payitient and 'discharge of the indebtedness on any Bonds or other obllgatlons that are
payable from Net Revenues Available for Bonds; and

(©) shares of a money market fund regi'stered'nnder the Investment Company Act of 1940,
whose shares are registered under the Securities Act of 1933.

“Person” means an individual, corporation, firm, association, partnership, limited llablhty company,
trust, or other legal entity or group of entities, including a governmenta] ent1ty or any agency or polltlcal
subdivision thereof.

’

“Principal and Interest Accounts” mean the “City of Chicago Wastewater Transmission Revenue
Bonds Project Series2017A Second Lien Bonds Principal and Interest Account” and the “Clty of Chlcago
Wastewater Transmission Revenue Bonds Refunding Series 2017B Second Lien Bonds Prmcnpal and Intercst
Account” in the 2017 Second Lien Bonds Revenue Fund as described in the Indenture.

“Principal Installment” means:

(a) as of any particular date of computation and with respect to Senior Lien Bonds of a
particular series, an amount of money equal to the aggregate of (i) the principal amount of Outstanding
Senior Lien Bonds of said series which mature on a single future date, reduced by the aggregate
principal amount of such Outstanding Senior Lien Bonds which would at or before said future date be
retired by reason of the payment when due and application in accordance with' the Senior Lien Bond
Ordinance authorizing the issuance of each series of Senior Lien Bonds of Sinking Fund Payments
payable at or before said future date for the retirement of such Outstanding Senior Lien Bonds, plus
(i1) the amount of any Sinking Fund Payments payable on said futuré date for thé retireiiient” of any
Outstanding Senior Lien Bonds of such series, and for all purposes of the Indenture, said future date
shall be deemed to be the date when such Principal Installment is payable and the daté of such Principal
Installment; and ‘
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, . ;!li(;b)l as of . any partlcular date of computatlon and w1th respect to Second Llen Bonds ofa

' : pamcular senes an amount of money equal to the aggregate of (1) the pr1nc1pal amount of Outstandmg
I

principal amount of such Outstanding Second Lien Bonds which would at or before said future date be

retired by reason of the payment when, due and the appllcatlon in accordance with the Indenture, with

respect to the Bonds or the ordinance or trust mdenture creatmg any other serles of Second Lien Bonds

.....

Second L1en Bonds, plus (ii) the amount of any Smkmg Fund Payments payable on sa1d future date for
the retirement of such-Outstanding Second Lien Bonds, and for.all purposes ofithe Indenture, said future
date shall be deemed to be the date when such Prmmpal lnstallment ,1s,payable and the date. of such
Prmcrpal Installment.

1N i e : Sl STHISRNE BV

ension,.and rehabilif atlon 'of. the Sewer System
,the_ rehabllltatlon. and replacement of
uipment 1o pr ect and .enhance the

Rt

. ;“Pr()jects means the program,of 1mprovement;.
consrstmg of the constructlon and acqursmon of flood. ehef_ Sewers

3.

IEPA Program

. “'Ran’ng 4 gency._’j' means any, n_ati‘

IRV HPIS T U PR B IS SO AT P VTR Py

“Record Date” means June 15 and December 15 of each‘ year.

NI , Tl
Bor'zds ’me

to be refunded with the proceeds ‘of the Series 2017B°Bonds.

_____ S&P” means S&P Global Ratlngs a business unit of Standard & Poor’s Financial Services LLC, its
suc essors and assrgns and i _;uch corporatlon shaII be dlssolved or llqulidated or. shall no longer perform the

i ¢ 1
Functlons of a securltles ratmg agency, “S&P” shall be deemed to refer. to any other natlonally recogmzed
securities ratlng agency dcsrgnated by the (,1ty by notlce to the Trustee -

“Second Lien Bond Revenues” means any Net Revenues Available for Bonds deposited into the Second
Lien Bonds Account pursuant to (i) the ordinances authorizing the Outstandmg Second Lien Bonds, (ii) the
Ser_les 2017 Bond Ordinance, and_(nl) the-ordinances authorizing any Second L1en Parity Bonds.

Second Lzen Bona’s means thc Serles 7OOI Second Llcn Bonds the Serles 2008 Second L1en Bonds,
the Serles 2010 becond Lien Bonds the Series 2012 Second I ien Bonds, the Ser1es 20]4 Second L1en Bonds,
the Series 2015 Second Lien Bonds the Bonds and aII Second Lien Panty Bonds

‘

S‘ewnd Li ien Bonds Au,ounz micans the separate account of that name cstabllshcd in the Sewer
Revenue Fund as provided in the Serlcs 2017 Bond Ordinance.

“Second Lien Bonds Subaccount” means the 2016 Second Llen Bonds Subaccount estabhshcd in the
Second Lien Bonds Accouint by the Series 2017 Bond Ordinance.
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“Second Lien Construction Accounts” means (i) the Construction Account: 2017 Second Lien Bonds
and the various accounts established for construction purposes by the Series 2001 Bond Ordinance, the Series
2008 Bond Ordinance, the Series 2010 Bond Ordinance, the Series 2012 Bond Ordinance, the Series 2014 Bond
Ordinance, the Series 2015 Bond Ordinance or the ordinances authorizing any Second Lien Parlty Bonds and
(i1) any account established to pay costs of issuance of Second Lien Bonds.

“Second Lien Parity Bonds” means obligations, other than the Series 2001 Second Lien Bonds, the
Series 2006 Second Lien Bonds, the Series 2008 Second Lien Bonds, the Series.2010 Second. L.ien Bonds, the
Series 2012 Second Lien Bonds, the Series 2014. Second Lien Bonds, the Series 2015 Second Lien Bonds, and
the Bonds, which are payable from Second Lien Bond Revenues on an equal and ratable basis with all other
Outstanding Second L1en Bonds.

“Senior Lien Bona’ Ordinances ” means, to the extent applicable, Parts A and D of the Series 1998 Bond
Ordinance and the ordinances of the City authorizing the issuance of Senior Lien Parity Bonds.

“Senior Lien Bonds” means the Series 1998 Senior Lien Bonds and all Senior Lien Parity'‘Bonds issued
and outstanding pursuant to the Senior Lien Bond Ordinances.

“Senior Lien Parity Bonds” means obligations, other than the Serics 1998 Senior Lien Bonds, that are
payable from Net Revenues Available for Bonds on an equal and ratable basis with all other Outstanding Senior
Lien Bonds.

“Series 1998 Bond.Ordinance’” means the ordinance passed by the City Council on Décember 10, 1997,
as amended by- the C]ty Council on February 5,. I998 authorizing the issuance of the Serles 1998 Senior Lien
Bonds. ; .

“Series 1998 Senior Lien Bonds” meahs the Wastewater' Transmission Revenue Bonds, Refunding
Series 1998A, of the City authorized by and issued pursuant to the Series 1998 Bond Ordinance.

“Series 2001 Bond Ordinance” means the ordinance passed by the City Council on March 7, 2001
authorizing the issuance of the Series 2001 Second Lien Bonds.

“Series 2001 Indenture” means the Trust Indenture dated as of December 1, 2001 from the City to
Amalgamated Bank of Chicago, as trustee, providing for.issuance of the Series 2001.Second Lien Bonds.

“Series 2001 Second Lien Bonds” means the Second Lien Wastewater Transmission Revenue
Refunding Bonds, Series 2001 of the City authorized pursuant to the Series 2001 . Bond Ordinance and issued
pursuant to the Series 2001 indenture.

“Series 2006 Bond Ordinance” means the ordinance passed by the City Council on October 4, 2006,
authorizing the issuance of the Series 2006 Second Lien Bonds. '

“Series 2006 Indenture” means the Trust Indenture dated as of November 1, 2006 from the City to
Amalgamated Bank of Chicago, as trustee, providing for the issuance of the Series 2006 Second Lien Bonds.

“Series 2006 Second Lien Bonds” means the Second Licn Wastewater Transmission Revenue Bonds,
Series 2006, of the City authorized pursuant to the Series 2006 Bond Ordinance and issued pursuant to the
Series 2006 Indenture, consisting of the $60,000,000 in original aggregate principal amount of Second Lien
Wastewater Transmission Revenue Bonds, Series 2006A, and $95,030,000 in original aggregate principal
amount of Sccond l.ien Wastewater Transmission Revenue Refunding Bonds, Series 2006B.
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“Series: 2008 Bond Ordinance” means the: ordinance passed by the Crty Council on May 14, 2008
authorizing the issuance of the Series 2008 Second Lien-Bonds. : -
) Serzes 2008A Indentme means-the Trust lndenture -dated as of November'I 008 from the Cnty to
Amalgamated Bank of Chicago, as trustee, providing for‘the issuance of the Series 2008A 'Second Lien Bonds..

. *Series 2008C - Indenture’”. -means - the: Amended and Restated Trust. Indenture- from the City to
Amalgamated: Bank. of Chicago, :as-trustee,,dated, as :of December'1,2011, amending and restating the original
Trust Indenture; dated. as-of October -1, 2008, from the-City- to- Amalgamated Bank:of Chicago,-as trustee, -as
such Amended . and.:Restated Trust Indenture.has -been.amended. by- the First;;Amendment :dated-.as .of
March 1, 2012, the Second Amendment dated as of December 1, 2014, the Third Amendment dated: as of
August 19 2015, the Fourth Amendment dated as of September 1, 2015 and the F]fth Amendment dated as of
Octoberl; 2015, providing for the issuance: ofthe Series 2008C Second Lien Bonds S

sl 4] st i i i e aading S R VR TT PR SN L
“Series 2008 Second Lzen Bonds means the Serles 2008A Second Lien Bonds dnd lhe Serles 2008C -
Second:LieniBonds. i: . «.i vy ue e Bt ch e dlt e A e i o a st e
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“Series 20084 Second Lien Bonds” means the Second Lien Wastewater Transmission Revenue Bonds,

Series2008Afiof the-City- authorized-pursuant ‘tosthe: Sericsi2008 ‘BondrOtdinarice: and-issued: pursuant to the™ = -

Series. 2008 A::Indenture,. consisting ofithe. $167,635,000 in original aggregate principal amotint of. Second L1en
Wastewater Transmission Revenue Bonds, Series 2008A. B

! ”Serzes 2008C Second Lien:: Bona’.s “Means:. the Second Lren Wastewater Transmlssmn Revenue
pursuant to the Serles 2008C Indenture consrstmg of the $332 230 000 in orrgmal aggregate pr1nc1pa| amount of
Second Lien Wastewater Transmlss1on Revenue Bonds Serres 2008C

. doms P R T T Y , . R i
Serzes 201 0 Bond Ordmance means 'the ordmance passed by the Clty Counc1l on. July. 28, 2010;
authorrzmg the issuance ofthe Senes 2010 Second Lien Bonds
‘Se; ies 2010 Indenture means the Trust lndenture-dalcd ‘as of Novemoer 1 20]0 from the City:to
Amalgamated Bank of Chlcago as trustee provrdmg for the issuance ofthe Serres 2010 Second Lien Bonds.

Ser1e9 2()1() Second Lzen Bonds ‘means: the -Serles ”OIOA Second Luien: Bonds and ithe ISeries:2010B
Second Lien Bonds.

: Serzes 2()1()A Second [ ien. Bona’s " means the Second Llen Wastewater Transmlssmn Revenue
Refundlng Bonds, Series 2010A (Tax-Exempt) of the City authorized -pursuant toi'the.Series’: 20105 Bond
Ordinance and issued pursuant to the Series 2010 Indenture, consisting of the $25,865,000 in original aggregate
principal' amount of Second Lien Wastewater Transmission Revenue Refundmg Bonds "Series. 20]OA (Ta\r—

Exempt). sl e b e e

“Series 2010B Second Lien-Bonds” means the Second Lien Wastewater Transmission:Revenue Project
Bonds, Taxable Series 2010B (Build ‘America Bonds-Direct Payment) of the City authorized pursuant to-the
Series 2010 Bond Ordinance and issued pursuant to the Series 2010 Indenture, consisting of the $250,000,000 in
original aggregate principal amount of Sccond Lien Wastecwater Transmission Revenue PI‘O_]CCt Bonds, Ta\able
Séries 2010B (Build America Bonds-—Direct Payment). - :

“Series- 20{2: Bond Ordindnee” mcans.the ‘ordinance passéd .by the Clt) Council.ont May.:9,"2012,
authorizing the issuance of the Series 2012 Second Lien Bonds.
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“Series 2012 Indenture” means the Trust Indenture dated as of September 1; 2012 from the City to
Amalgamated Bank of Chicago, as trustee, providing for the issuance of the Series 2012 Second Lien Bonds.

“Series 2012 Second Lien Bonds” means the Second Lien Wastewater Transmission Revenue Project
Bonds, Series 2012, of the City authorized pursuant to the Series 2012 Bond Ordinance and issued pursuant to
the Series 2012 Indenture, consisting of the $276,470,000 in original aggregate principal amount of Second Lien
Wastewater Transmission Revenue Project Bonds, Series 2012.

“Series 2014 Bond Ordinance” means the ordinance passed by the Clty Council on Aprll 30, 2014,
authorizing the issuance of the Serles 7014 Second Lien Bonds.

“Serzes 2014 Indenture” means the Trust Indenture dated as of September I, 2014 from the City to
Amalgamated Bank of Chicago, as trustee, prov1d1ng for the issuance of the Series 2014 Second Lien Bonds.

“Serzev 201 4 Second Lzen Bonds” means the Wastewater Transmlssmn Revenue PI’O_]CCt Bonds, Series
2014 of the City authorized pursuant to the Series 2014 Bond-Ordinance and issued pursuant to the Series 2014
Indenture, consisting: of the $292,405,000 in -original aggregate pr1n01pal amount of Second Lien Wastewater
Transmission Revenue Project Bonds, Series 2014 :

“Series 2015 Bond Ordinance” means the ordinance passcd by the City Counc1] on September 24,
2015, authorizing the issuance of the Series 2015 Second Lien Bonds. .

“Series 2015 Indenture’ means the Trust Indenture dated as of October 1;.2015..from. the City to
Amalgamated Bank of Chicago, as trustee, providing:for the issuance of the Series 2015 Second Lien Bonds.

“Series 2015 Second Lien Bonds” means the Wastewater Transmission Revenue Bonds, Series 2015
(Taxable) of the City authorized pursuant to the Series 2015 Bond. Ordinance and issued pursuant to the Series
2015 Indenture, consisting of the $87,080,000 in original aggregate principal amount .of- Second Lien
Wastewater Transmission Revenue Bonds, Series 2015 (Taxable).

“Series 2017 Bond Or dmance means the ordinance passed by. the City Council on .lanuary 13, 2016,
authorizing the issuance of the Bonds. o

“Series 20174 Bonds” means the Second Lien Wastewater Transmission Revenue Bonds, Project
Series 2017A, authorized by the Series 2017 Bond Ordinance and issued .under the Indenture.

“Series 20174 Insured Bonds” means the Series 2017A Bonds maturing on January |1 of the years 2042
and 2052.

“Series 2017B Bonds™ means the Second Lien Wastewater Transmission Revenue Bonds'; Refunding
Series 2017B, authorized by the Series 2017 Bond Ordinance and issued under the Indenture.

“Sewer Rate Stabilization Account” means the separate account of that name previously established by
the City in the Sewer Revenue Fund and described in the Series 2017 Bond Ordinance.

“Sewer Revenue IFund” means the separate fund._.designated the “Sewer Revenue Fund of the City of
Chicago” previously established by the City pursuant to the Municipal Code and described in the Series 2017
Bond Ordinance. .



“Sewer System” means all property, real, personal or otherwise, owned or to be owned by the City or
under 'the :control of.the 'City- and- used .for  sewer 'and wastewater -transmissions and any and -all further
extensions, improvementsiand-additions to the. Sewer System. ' = : :

“Short Term Oblzgatzon.s means the Line:of Credit:Notes.and the Commercla] Paper Notes
i T P RS PR e O I : S e

Smkmg-Fund Payment- means: Croeran

@ as of any particular date of determination and with respect to the Qutstanding Senior
’Lién‘Bonds of.any series; the amount required: by .a Senior:Lien Bond Ordinance to bé paid-ii“any event
by the City on a single future date for the retirement of Senior:Lien Bonds of:such:series: which: mature
after said future date, but does not include any amount payable by the Clty by reason only of the

S matunty oni suchlfuture'date ofa Semor.Llen,Bond ‘and: i
N it

SHE
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“(b)  as of any partlcular date of détermination” and With respect to the Outstandmg Second

LieniBonds“of any seriesithe-amounthirequiréd by: theIndénture with® respect’ to' the-Bonds, or the
~-iamountsirequiredrby; any-ordinance; of.triist inderitifé creating:any: other-seriés.of' Sécond Lien: Bonds,ito
+i-be/paid. inany-eévént bysthe;City-oma single:futures date :for the rétiremént ofisuch: Second-Lien:Bonds

which mature after said future date, but does not inciudétany.amountpayable by:the City:by-reason only

of the maturrty on such future date of a Second Lien Bond
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“State” means the State of Illinois. -

i1 ISubordinatét Lien~@bligafion «Révenites)'li'means iallv'sums, :amounts, --funds: or. .moneys - Which are
deposited toithé Subordinate-Lien:@bligations:Account as'described-in:the Series2017:Bond Ordinance:: .+« =+

- ‘Subordiriate: Lien."Obligations " means-obligations -that vare-' payable : from sums,  amounts, funds or
monies. which-are-deposited toithe. Subordmate L1en Obhgatlons Account or: Subaccounts pursuant to: Sectlon
2.2(e) of the'Series 2017 Bond-Ordinance..:+- + ot w0 f o 7o D S . Lo

“Subordinate Lien Obligations Account” means the separate account of that name established in the
Sewer Revenue Fund! as:iprovided -in: the Series 2017-Bond Ordinance and other ordinances authorlzmg the
issuance of Subordinate Lien Obligations. :

“Supplemental -Indenture:’::means-.any -indenture modifying, altering, amending, supp]ementlng or
confirming the Indenture.duly-entered;into-in-accordance Wwith the terms of the Indenture:-

“Tredsury” means'the United:States: Treasury. Department. .. - :

“Trustee” means Amalgamated Bank of Chicago, as Trustee under the Indenture, and its successors and

“2017 Second Lien Bonds Revenue Fund” means the “City of Chicago Wastewater Transmission Revenue
Bonds Series 2017:Second Lien Bond Revcnuc F und” cstdbllshed under and as descrlbed in the lndenturc
ST ’.! N ;‘r.(.j"gl Voo . r: . i RO PR feyoaersore e ty

“Undertaking” means the City’s Contmumg Dlsclosure Undertdkmg related to thc Bondq as amcnded
from time to time, if required by law. :

“Variable Ruate Bonds” means any Second Lien Bonds or Senior Lien Bonds the interest rate!on:which
is not established at the time they are issued at a single numerical rate for their entire term.
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APPENDIX B
SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE

The following is a summary of certain provisions of the Indenture not summarized elsewhere in this
Official Statement. This summary does not purport to be complete or definitive and is qualified in its entirety by
reference to the Indenture, a copy of which is on file with the Trustee.

Source of Payment; Pledge of Second Licn Bond Revenues

The provisions of the Indenture constitute a contract among the Clty, the Trustee and the Owners of the
Bonds. The Bonds are legal, valid and binding limited obligations of the City payable solely from Second Lien
Bond Revenues and certain other moneys and securltles held by the Trustee under the Indenture The Bonds,
together with any. other Second Lren Bonds also are secured by and payable | from any amounts on deposrt in the
Second Lien Construction Accounts. The Bonds and the interest thereon do not constitute an indebtedness of
the City within the. meaning of any, constitutional. or statutory provision or.limitation as to indebtedness and shall
have no claim to be paid from taxes of the City. The Bonds are secured by a pledge of the Second Lien Bond
Revenues and funds and accounts held by the Trustee under the Indenture. The Bonds have a claim for payment
from Second Lien Bond Revenues and from amounts on deposit in the Second Lien Construction Accounts on a
parity with the claim of any other Second Lien Bonds that may be Outstanding from time to time.

Additional Second Lien Parity Bonds

. (a) Aslong as there are any Bonds. Outstanding, the City may issue Second Lien Parity Bonds for
any lawful purpose: of the Sewer System, including to refund Outstanding Senior-Lien Bonds; Second Lien
Bonds or obligations payable from revenues of the.Sewer System on a basis subordinate to the Second Lien
Bonds, upon compliance with the following conditions:

(1) the funds required to be transferred to the Prmcrpal and Interest Accounts must have
been transferred in full up to the date of the delivery of such Second Lien Parity Bonds; and

(i) Net Revenues Available for Bonds for the last completed Fiscal Year prior to the
issuance of the Second Lien Parity Bonds (as shown by the audit of an independent certified public
accountant), or Net Revenues Available for Bonds for such last completed Fiscal Year, adjusted as
described below, shall equal at least 100 percent of the sum of the. Aggregate Senior Lien. Debt Service
and the Aggregate Second Lien Debt Service in each Fiscal Year following the issuance of the proposed
Second Lien Parity. Bonds, computed on a pro fozma basis assuming the issuance of the proposed
Second Lien Parity Bonds and the application of the proceeds of any Second Lien Parity Bonds as
provided in the ordinance or trust indenturc authorizing their issuance, sale and delivery. Net Revenues
Available for Bonds may be adjusted as follows for purposes of this paragraph (ii):

(). il prior to the issuance of such Second Lien Parity Bonds, the City has enacted
an increase in the rates of the Sewer System from the rates in effect for such last completed
Fiscal Year, Net Revenues Available for Bonds may be adjusted to reflect the Net Revenues
Available for Bonds for such last completed Fiscal Year as they would have been had the
increased rates been in effect during all of that last completed Fiscal Year; and

) any such adjustment shall be evidenced by a certificate of the Authorized
Officer.
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For purposes of calculating the adjustment described-in thisiparagraph (ii), any rate increase enacted by the City
and scheduled to take effect in a future Fiscal Year may be rellected in Net Revenues Available for Bonds for
purposes of calculating ‘debt serfvice coverage for that and eachsucceeding Fiscal Year. -

If during the first six months-of a-Fiscal ‘Year, an‘audit of the Sewer System for the'p'receding Fiscal
Yeat by an independent certified public accountant is not available, the conditions of paragraph (i) above shall
be deemed to have been satisfied if both (A):Net Reveniies’' Available: for-Bonds for:the 'second‘precéding:Fiscal
Year (as shown by the audit of an 1ndependcnt certlﬁed pubhc accountant) adjusted as descrrbed 1n paragraph
Authorized Ofﬁcer) adjusted as described in paragraph (ii) above, shall equal at least 100 percent of the sum of
the Aggreoate Senlor Lien’ Débt Serv1ce and' the Aggregate 'Second Lien’ Debt Sérvice iy each F1scal Year

fol]owmg the issuance of the proposed Sécond'Lien’ Par1ty ‘Bonds, computed on'a plro forma bas1s assummg'the

1ssuance of the propos_ed Second _Llen Parlty Bonds and‘ the apphcatlon of the proceeds_of any SecondLLren

ey b (1) 41137 10 payy rcdeem or refund Semor Llen Bondsror: Second Lren'Bonds»lf in: theJudgment of
the C1ty there'willi be'no money ‘avdilable’ tomake-payments ‘of interest 6iv or: principal “of: those: Serior
Lien Bonds or Second Lien Bonds (at maturity or on Sinking Fund Payment dates) as such amounts
become due and o 4 Gaeand bueainhl

Connied <Giy 1 irtos pay, redeem:ortefunid: any: SeniortLlien-Boids or SecondiLien Bonds if the 'sum of the

’ '%Aggregate Senior! Lien: DebtiServicerand- theJAggregate 'Second: Eieh DebteService aftefithe issuance of

¢ "s'the Second: Lien:Parity>Bond$ and the payment; redemption’or-refunding of'such Senior Lien Bonds-or

Second Lien Bonds will not be in excess of the suint of the Aggregate-Serlior Lien Debt’ Service 7r the

~ Aggregate Second Lién Debt Service prior to the issuance of the Second Lien Parity Bonds in each

~Flscal Year in wh1ch there was 16 be’ any’ Aggreoate Senior L1en Debt Servrce or Aggregate Second Lien
Debt-Service on thse! prior Outstandlng Sénior LLien Bonds ot'Sécond Lién/Bonds: ¢ e

() -Othiér - obhgatlons mcludlng Subordinate ‘Lien Oblrgatrons, may be rssued payable from Net
Revenues Avallable for*Bonds on a basrs subordmate to the Second L1en Bonds

o ./l e i s .'i : . st .
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Covenant Agamst Pledge of SecondJLlen Bond Revenues R LI P

The C1ty -agrees in-the Indenture not to-issue any -bonds, ‘notes or other: evrdences of indebtedness
secured by the pledge ‘contained-in' the: Indenture;:other- than: Second: Lien Parity Bonds, rand not :to ‘create or
cause to‘be ereated -any:lien: or charge: on-Net:RevenuesiAvailable for Bonds, or:on.any amounts‘pledged for the
benefit of Owners of Bonds; under the Indenture, other than the pledge contained in-the Indenture; provided that
the Indenture does not prevent the City from (a) issuing Senior Lien Bonds, (b) issuing bonds, notes or other
evidences'of indebtediiess’ payable ‘ot ‘of; ‘ot 'séclired by a‘plédge-of, Net Revenues Available for Bonds to be
derived: on’ ‘and after‘such date as thé pledgé-contained in‘the Indenture ‘shall be discharged and satisfied as
provided in' the Indenture, or ()i issiiing bonds; notes or ‘other evidences of indebtedness which are payable out
of, or securéd by, or to which are pledged; amounts which may be ‘withdrawn from or’secured by, the Second
Lien Bonds Account so long-as such pledge is-expressly junior and subordinate-to-the plédge contained in the
Indenture.

Punctual Payment

The City covenants in the Indenture that it will duly and punctually pay or cause to be paid the principal
of, premium, if any, and interest on all Bonds in strict conformity with the terms of such Bonds and of the



Indenture, and that it will faithfully observe and perform all the conditions, covenants and requ1rcments of the
Series 2017 Bond Ordinance, the Indenture, and of the Bonds issued under them. -

Other Covenants

In addition to the covenants rcferred to above, the City has covenanted nnder the Indenture, so long as
any of the Bonds are Outstanding, as follows:

. (a) To mamtam the. Sewer System in good repair and working order to.: operate it
cont1nuously on a F1sca] Year basis, and to perform punctually all- ‘duties with respect to.the Sewer
System required by | the Constitution and laws of:the State.

(b) So long as the Bonds are Outstanding, to continue to operate the 'Sewer'System as a
revenue-producing system so as to produce Gross Revenues sufficient to satisfy the covenants of the

_'__i;lndenture e
(c) : Pnor to the end of each Flsca] Year 'to conduct a rev1ew to determme whether it has

' been and will be in comphance with the requ1rement descr|bed above under the subcaptlon
“SECURITY FOR THE BONDS — Second Lien Rate ‘Covenant” and whenever. this annual review
'mdlcates that the prOJected Gross’ Revenues w1II not be sufF cient to compIy with the rate covenant to
prepare or ¢ause to be prepared a rate study for the Sewer System 1dent|fymg the rate changes necessary

..to, comply, with.the rate covenant, and,the Budget Director and the. Authorized Officer shall recommend

.,_approprlate action 1o the City Councll to comply w1th the rate covenant_ See. “FlNANCIAL
OPERATIONS — Annual Budget Review and Implementatlon of Annual Budget.” : :

(d) To make all necessary and proper repairs, replacements, additions and betterments. to

the Sewer System so that it may at all times be operated efficiently, economically and proper]y When

_any necessary equipment or facility becomes worn out, destroyed or otherwise is insufficient.for proper

_use, it shall promptly be replaced so that the value and efficiency of the Sewer System will be at all
- times fully maintained.

(e) To establish such rules and regulations for the control and operatlon of the Sewer
System as are necessary for the safe, lawful, efficient and economical operation of the. Sewer System

Additionally, for so long as any of the Bonds continue to bear interest (whether or not, they are. Outstandmg) and
after the Bonds cease to bear interest (but only within such subsequent period as ‘$hall be required for the City to
comply with the covenants described in this paragraph), the City agrees:

(a) Not to direct or permit any action which (or fail to take 'any action the failure of which)
would cause any Bond to be an “arbitrage bond” within the meaning of the Code, as amended from time
to time and as applicable to thc Bonds.

(b) To (i) take all actions that are necessary to be taken (and avoid taking any action that it
is necessary to avoid being taken) so that interest on the Bonds will not be or become subject to federal
income taxation under present law, and (ii) will take all actions reasonably within its power to take that
are necessary to be taken (and avoid taking any actions that arc reasonably within its power to avoid
taking and that it is necessary to avoid) so that interest on the Bonds will not be or become includable in
gross income for federal income tax purposes under the federal income tax laws as in effect from time to
time.

©) To, without limitation, (i) to the extent required by the Code, restrict the yield on
investments of amounts received upon the sale of the Bonds and other amounts, and (ii) timely rebate to



‘the United: States.of America certain amounts that may be received-:as interest or other investment
earnings on accounts of the SeweriRevenue Fund, .all as shall be necessary to comply with:paragraph (a)
above. The City shall also make or cause to be made identifiable investments of amounts allocable to
the Bonds as shall be necessary or appropriate to be able to ascertain the amounts that'may be required
so to be rebated to the United States of America. The City shall from time to time determine the
" ‘amounts- in accounts of‘ ‘the- Sewer Revenue" Fund that ‘shall” be SUb_]CCt so to be rebated and those

rebated to the Unlted States of America in the amounts and at the times as requ1red Such amounts so
© ¢ subject 'fromi tifme' to” ‘time! ”so t0ibe tébated 'sHAII ot Be avallab]e for the ‘other purposes for which the
“Séwer Révenue Fund and ‘its accoliits ‘and’ sub ‘accouits estabhshed by the lndenture may be applied,
and, for purposes of computing the balaiidé ifi the Séwer Revenie Fiifid and $lich‘various aceotints shall

. ,,.tge,élsr%%td%
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A gy LNt 10 take' any of 'the -following “attions ‘Withouf in “each- ‘$ich eveént” obtamrng the
Opinion of Bond Counsel (wh1ch may represent the City from time to time in other matters) ‘that such
. .actlon wrll Jnot contrav_en_e' any covenant of the lndenture and will ,not make comp]rance wrth those'

:“any contract or arrangem"'nt _f'or persons other than tts employees to man'a'ge the Sewer System
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Remedles
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supplied by the Sewer System, and the appllcatron of Gross Revenues as provrded it thé- Indenture. Subject to
the terms of the Indenture the Insurer shall be treated.as the Owner of the Series 2017A Insured Bonds for
purposes of exerc1srng remedres under the Inrdenture :and' the ]nsurer rs entltled to all rrghts and remedres granted
to the Owners of the Séties 2017A Insured Bonds, *~ '~ :
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Amendments Wlthout Bondholder Consent R e

The City and the Trustee, from't'irnei"to-time dnd ‘4t any tire} without the consenit of ‘or notice to the
Bondholders, may _amend the I'nden_ture as, follows; ,

N0 to curé any formal defect, omission, mconsrstency or ambrgurty m the lndenture
(i) to provide limitations and restrictions in addition to the hmltatrons and restrictions
' contamcd in" the ' Indentare’ ‘on’ the 1ssuance ot Second Llen Parity’ Bonds or other evrdences of
mdebtedness

(i) to grant to-or confer or rmposc upon the Trustee for the benefit of the: Bondholders any
additional riglits, remedies, powers,’ authofity, -sécurity, liabilities or dirties ‘Which” may Iawfully be
granted, conlerred or imposed and which are not contrary o or inconsistent with the Indenture as
herctofore in effect, provided that no such additional liabilitics or duties shall be imposed upon the
Trustee without its congent;
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(iv) to add to the covenants and agreements of, and limitations and restrictions upon the-
City in the [ndenture, other covenants, agrecments, limitations and restrictions to be observed by the
City which are not contrary to or inconsistent with the Indenture;

) to confirm, as further assurance, any pledge under, and the subjection to any claim, lien
or pledge created or to be created by, the Indenture, or of any moneys, securities or funds;

(vi) . to authorize a different denomination or denominations of the Bonds and to make
correlative amendments and. modifications to the Indenture regarding exchangeability of Bonds of
different denominations, .and similar amendments and modifications of a technical nature;

(vii) | to comply with any applicable requirements of the Trust Indenture Act 0f.1939, as from
time to time amended; or

(vm) to modlfy alter, amend or supplement the Indenture in any other respect which is not
materlally adverse to .the Bondholders and which does not otherwise require Bondholder consent as
:descrlbed in “Amendments w1th Bondholder Consent ' below and which, in the judgment of the Trustee
(which may rely upon an Opmron of Bond Counsel), is not to the material pre_|ud1ce of the Trustee.

Before the City and the Trustee may amend the Indenture as descrlbed above, there shall be delivered to
the Trustee an Opmlon of Bond Counsel statlng that such amendmenl (i) 1s authorized or permltted by the
lndenture (11) complies with the terms of the [ndenture (ii1) upon the ‘adoption of the Indenture will be valid
and bmdmg upon thie Clty in accordance with 'its terms, and (iv) will not adversely affect the exclusion of
interest on aniy Bonds from the gross income of the owners of Bonds for federal i income tax purposes under the
Code, and the Trustee may,rely conclusrvely upon such opinion as to such matters.’

Amendmen'ts with Bondholder Consent

Except for any amendment described above, subjéect to the terms and provisions described below’ and
not otherwise, the City and the Trustee may, from time to time, with the writteri consent of the Insurer and the
Bondholders of more than 50 percent in aggregate principal amount of the Bonds then Outstanding (excluding
therefrom any Bonds then owned by the City), enter into any Supplemental Indenture deemed necessary: or
desirable by the City for the purposes of modifying, altering, amending, supplementing or rescinding, in-any
particular, any of the terms or provisions contained in the Indenture; provided that, unless approved in writing
by the Owners of all the Bonds then Outstanding, nothing in the Indenture shall permit, or be construed as
permitting: (i) a change in the times, amounts or currency of payment of the principal of or interest on any Bond
then Outstanding, or a reduction in the principal amount of any Bond then Outstanding, or the rate of interest on
such Bonds; or (ii) a preference or priority of any Bond or Bonds over any other Bond or Bonds; or (iii) a
reduction in the aggregate principal amount of Bonds, the consent of the Owners of which is required for any
such amendment.

Defeasance

If the City pays or causes to be paid to the Owners of all Outstanding Bonds, the principal of and
interest to become due on such Bonds, at the times and in the manner stipulated in the Bonds and in the
Indenture, then the pledge of any moneys, securities, funds and property pledged by the Indenture and all other
rights granted by the Indenture shall be discharged and satisfied. In such cvent, the Trustee, upon the request of
the City, shall execute and deliver to the City all such instruments as arc desirable to evidence such discharge
and satisfaction, and the Trustee shall pay over or deliver all moneys or securities held by it pursuant to the
Indenture which are not required for the payment or redemption of Bonds theretofore surrendered for such
payment or redemption. If the City pays or causes to be paid, or there otherwise is paid, to the Owners of any
Outstanding Bonds the principal of, redemption premium, if any, and interest due or to become due on such
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Bonds, at the times.and in the manner stipulated.in such Bonds and in the Indenture, such Bonds shall cease to
be entitled to -any benefit or security under the Indenture and.all covenants, agreements and: obligations of the
City to the Owners of such Bonds shall-thereupon’ cease, terminate-and- become void:and ‘be discharged and
satisfied.

Outstanding: Bonds shall, prior to the maturity or redemption :date ‘of such :Bonds, be deemed to have
been paid as meant and with the effect expressed above if: (i) in case any of said Bonds are to be redeemed on
any' date prior to their maturity; the: City shall-have given to-the Trustee or an ésérow:agent in’ form satisfactory
to it irrevocable instructions-to give notice of redemption as' prov1ded in_the: ‘Indenture’ on - said date- of such
notice, (ii) therehas been deposited with-or held: by the Trustee or ariy' escrow ageiit either moneysin‘ah amount
Wthh are sutﬁcrent or nonca]lable nonprepayable Defeasance Obhg,atlons the pr1n01pal of and the interest on
Trustee or escrow agent at the same time, sha]l be sufficient to pay when due ‘the ‘principal of,’ redemptron
premlum if any, and 1nterest due and to become due on sa1d Bonds on and pr|or to the maturity date or

redemptlon date of such Bonds as the case may be as certrﬁed by an, 1ndependent certlﬁed public : accountant
= < i i £ Y o J 35 i

the 'Trustee or

5

and statmg

J bcen pald in accordanc wrth{the)l

red LI AL > Neither 1) ]
with the “Trustée or escrow agent pursuant to the Indcnture ‘nor prmcrpal or‘mterest payments on any such

1Ny by OO (a4t ALY STV TR I NTERY]
Defeasance Obligations shall be withdrawn or used for any purpose other than and shall be held iri trust for, the
payment of, redemption premium, if any, the principal of and interest.on said Bonds .and such Bonds not, so
defeased shall have no right to such moneys and Defeasance Obhgatlons but any cash received from such
principal orjjnterest payments, on such,Defeasance Obhgatlons deposrtcd w1th the.Trustee QL ESCroW. .agent, if not

_ at t1mes and 1n amounts sufﬁ01ent to pay when due the pr1nc1pa] of, redemptlon premlum 1f any, and 1nterest to _
bccome due on. sald Bonds on and prlor 1o, such redemptlon date or; maturlty date,of such Bonds, as the, case.may

Bonds deemed to have been pald as provrded abovc Amounts held by the Trustee or escrow’ agent m excess of
the amounts needed so to provide for the payment of such Bonds may be subject to withdrawal by the City for
deposit in the Sewer Revenue Fund. Y

Payment, Registration and Transfer Provisions

' Detalls ol payments of the Bonds when in the hook- -entry form and the book-entry only syslem are
described above under the subcaptlon’ “DLSCRIPTION OF THE BONDS — Book- Enlry Only System » "The
following provisions of the Indenture apply to the Bonds upon the discontinuation of the DTC or any other
book-entry registration system for the Bonds.

'

The principal and redemption pricé of ‘each Bond' is payablé Upon “suitender of such 'Bond at” ‘the
Principal Oftice of the Trustee. Payments of principal ol the Bonds shall be payable in elcarmghouse funds
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except as provided in the Indenture. Such payments shall be made-to the Owner of the Bond so surrendcrcd as
shown on the registration books maintained by the Trustce on-the apphcablc Record Date.

All payments of interest on the Bonds shall be paid to the persons entitled to such.payments by the
Trustee on the Interest Payment Date or special interest payment date, as applicable, (A) upon request of any
Owner of such Bonds in the principal amount of $1,000,000 or more, by federal funds wire on the Interest
Payment Date to any address in the continental United States, if such Owner provides the Trustee with written
notice of such wire transfer address at least 15 days prior to the applicable Record Date (which notice may
provide-that it will remain in effect with respect to subsequent Interest Payment Dates unless. or until changed or
revoked by subsequent notice), or-(B) if no instructions are given as aforesaid, by clearinghouse funds check or
draft mailed on the Interest Payment Date to the:persons entitled to such payment at such address appearing on
the registration books of the Trustee or such other address as has been furnished:to the Trustee in writing by
such person.

The transfer of any Bond shall be registered upon the books of the Trustee at'the writtén request of the
Bondholder or its attorney duly authorized in writing, upon surrender of such Bond at the Principal Office of the
Trustee, togethér with a written instrument of transfer satlsfactory to the Trustee duly exccuted by the
Bondholder or its attorney duly authorized in writing.

The City and the Trustee may deem and treat the Bondholder as the absolute owner of such Bond,
whether such Bond is overdue or not, for the purpose of receiving payment of, or on account of, the principal of
and interest on such Bond and for all other purposes, and neither the City nor the Trustee shall be affected by
any notice to the contrary. All such payments so made to any such Bondholder shall be valid and effectual to
satisfy and dlscharge the liability upon such Bond to the extent of the sum or sums so paid. '

Any Bond, upon surrender of such Bond at the Principal Office of the Trustee, together with an
assignment executed by the Bondholder or its duly authorized agent, at the option of the: Bondholder, may be
exchanged for an equal aggregate principal amount of Bond or Bonds of any Authorized Denommatlon of Lhe
same series, interest rate and maturity as the Bond being surrendered.

In all cases in which the privilege of exchanging Bonds or registering the transfer of Bonds is exercised,
the City shall execute and the Trustee shall authenticate and deliver Bonds in accordance with-the provisions of
the Indenture. For every such exchange or registration of transfer of Bonds, whether temporary or definitive, the
Trustee may make a charge in an amount sufficient to reimburse it for any tax or other governmental charge
requlred to be pald with respect to such exchange or remstratlon of transfer, which sum or sums sha]] be pald by
the person rcquestmg, such’ exchange or reglstratlon of transfer as a condmon precedent to the exercrse “of the
pr|v1lege of making such exchange or registration of transfer.

Neither the Trustee nor the City shall be required to register the transfer of any Bond during the 15 days
next preceding an interest payment date or, in-the case of a.proposed redemption of Bonds, after they have been
selected by the Trustee for redemption.

The Trustee

The City has appointed Amalgamated Bank of Chicago, Chicago, Illinois, as Trustee, for the purposes
and upon the express terms and conditions set forth in the Indenture.

The Trustee need perform only thosc duties that are specifically set forth in the Indenture and no others.
The Trustee shall not be answerable for the exercise ol any discretion or power under the Indenture or for
anything whatsoever in connection with the trust created by the Indenture, except only for its own negligence or
bad faith. Under the Indenture, the Trustee is required to exercise such of the rights and powers vested in it by
the Indenture and use the same degree of skill and care in its exercise as a prudent person would use and
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exercise under the ‘circumstances in the conduct of his or'her-own- affairs; provided that the Trustee'is under.no

obligation to take any action-in respect of the:exccution or enforcement-of any .of the trusts created by-the

Indenture, or to institute, appear in or defend any suit or other proceedmg in connection with such execution or
enforcenient, unless requested in writing so to-do by Bondholders of:at Teast a majorlty in'ag gregate prmc1pal
arhount’ of'the Bonds then. Outstandmg, and; ifiniits: opmlon ‘such action-may tend to involve it in éxpense'or
liability, unless furmshed from time to time as often a¥'it may require, with security and indemnity” sat1sfactory
to'it;: but the foregomg prov151on is’ mtended only I'or the protectlon ofthe Trustee R I S
Fhe Irustee ‘may execute ‘any: of the trusts ‘Or pOWETS of the Indenturc and pertorm the dutles requlred
under the .Indenture by:or. through:attorneys, agents or receivers,-andiis entitled to;;and may:rely.upon, written
advice ofrcounsel ‘concerning all matters: of trust-and duty:under the:[ndenture, and the Trustee isnot answerable
for theinegligence or misconduct of any:such attorney-or:agent selected by: it-with reasonable-care; « .. 11+ 1 500!

The Trustee may buy, sell, own, hold and deal in any of the Bonds for its own account or tha't"of’ ahy
other person, and,may. join in any, action which any Bondholder may be entitled, to take with: like effect as if it
: dld not act in; any. capacity ; under fhe lndenture The , 'ustee, e1ther as. pr1nc1pal or. acent,‘also may .engage:in.or
be mterested in.any fmanc1al .or other transactlon wnth the. C1ty and may..act as, deposrtory, trustee or, agent for
any commlttee or body of Bondholders sécured by the lndenture or other obhoatlons of the, Clty as. freely as, lf it
did not act in any capaclty under the lndenture

_ mThe Trustee may resngn and be dlscharged of the trusts created by the Indenture by executmg an-
instrument in writing resigning . such trusts and, specnfym the date ,when such re51gnatlon shall take effect and
ﬁlmg the same with the City, not fewer ‘than 45 days before the date specrf ied in such instrument when ‘such

such resngnatlon date to.‘the, Ownels of Outstandmg Bonds i Such resngnatlon,shall take effect on.,the day
specnfled in,such, mstrument and notice, but only. if.a successor, Trustee has been. .appointed and has accepted the
duties of the Trustee. After any such resignation,; the _City sha]l cause' Notice. by Mail .of, such resignation to,be
given to the Insurer. If the successor Trustee shall not have been appomted within a period of 90 days fo]]owmg
the.giving of such notice; then the Trustee is authorlzed to petition any court-of competent Jurlsdlctlon to appoint

a successor Trustee

PR S TR I S T S L RS DA SO DU PR B T E T I T A S
IR AP S P PRI i B . i [PSRD C i P

such ]onger perlod as may'be set torth m "s'uch mstrument) aftcr"dehvery ofthc 1nstrument provzded that no such
témoval shall’ be' effective until the Succéssor Triistee exccutes acknowledg,es and dehve o'the Clty an
instrument accepting such appointment. After any such removal the City shall’cauise Notice by Mail of stich
removal to. be glven to the Insurer.

. e - . it .
T S R A L Yoot (Y

Appomtment and Quahhcatlons of Successor Trustee, Automatlc Successron in Cel tam Fvents o

It at any time the Trustee is removed, or is dissolved, or if its property or affairs are takcn und_er the
control of any state or federal court or administrative body because of insolvency or bankruptcy, or for‘any other
reason, and if the Trustee‘shall resign, then the office of the Trustee shall be vacant immediately and a successor
may be appointed by the City. After any such appointment, the City must cause notice of such. appomtment to
be given to the predecessor Trustee and the successor Trustee, and must causc Notice by Mail to be ‘given to-all
Bondholders and the Insurer. No such appointment will be effective until the successor Trustee has accepted
such appointment.

. If the Trustee resigns and .no appointment of a successor Trustee is made. pursuant to the provisions_ of
the Indenture described above within 90 days following the giving of notice of resignation, the retiring Trustee
may immediately apply to a courl of competent jurisdiction for the appointment of a successor Trustee. Such
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court may thereupon, after such notice, if any, as it may deem proper and prescribe, appoint a successor Trustee
meeting the qualifications set forth in the Indenture.

- Each successor Trustee must be a commercial bank with trust powers or a trust company (a) duly
organized under the laws of the United States or any state or territory of the United States, (b) authorized under
such laws to perform all the dutics imposed upon it by the Indenture and the laws of the State, (c) capable of
meeting its obligations under the Indenture, (d) subject to supervision or examination by Federal or state
authority, and (e) with combined capital and surplus of at least $50,000,000. If the Trustee publishes reports of
condition at least annually pursuant to law or the requirements of such authority, then for the purposes of the
Indenture the combined capital and surplus of such corporation shall be deemed to be its combined capital and
surplus as set forth in its most recent report of condition so published.

Any corporation into which any'/Trustee is merged or converted or with whieh it is consolidated, or any
corporation resulting from any merger or consolidation to which any Trustee is a party, or any company to
which all or substantially all of the corporate trust business of the Trustee is sold or transferred, shall be the
successor Trustee under the Indenture, without the execution or filing of any paper or any further act on the part
of the parties to the Indenture, anything in the Indenture to the contrary notwithstanding.
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- Deloitte & Touche LLP
111 South Wacker Drive
o Chicago, 1L 60606-4301

USA

Tel: +1 312 486 1000
Fax: +1 312 486 1486
www.deloitte.com

INDEPENDENT AUDITORS’ REPORT

The Honorable Rahm Emanuel, Mayor
and Members of the City Council
City of Chicago, Illinois

We have audited the accompanying basic financial statements of the Sewer Fund (the “Sewer Fund”), an
enterprise fund of the City of Chicago, Illinois (the “City”), as of and for the years ended December 31,
2015 and 2014, and the related notes to the basic financial statements, which collectively comprise the
Sewer Fund’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Basic Financial Statements

Management is responsible for the preparation and fair presentation of these basic financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these basic financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the basic financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the. amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectivcness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting cstimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriatc to provide a basis for
our audit opinion.

Opinion

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the
financial position of the Sewer Fund as of December 31, 2015 and 2014, and the changcs in its financial
position and its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.



Emphasis of Matter

As discussed in Note 1 to the basic financial statements, the basic financial statements referred to above
present only the Sewer Fund, an enterprise fund of the City, and do not purport to, and do not, present the .
financial position of the City as of December 31, 2015 and 2014, changes in its financial position, or its
cash flows for the years then ended in conformity with accounting principles generally accepted in the
United States of America. Our opinion is not modified with respect to this matter.

As discussed in Notes 1 and 11 to the basic financial statements, beginning net position at January 1,
2015 was restated due to the City’s adoption of Governmental Accounting Standards Board (GASB)
Statement No. 68, Accounting and Financial Reporting for Pensions—an amendment of GASB Statement
No. 27; and, ending net position as of December 31, 2015 reflects changes in certain benefits and actuarial
assumptions (Note 6). Our opinion is not modified with respect to these matters.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and the Schedule of Changes in the Net Pension Liability and Related Ratios,
Schedule of Contributions, and Schedule of Other Postemployment Benefits Funding Progress, as listed
in the table of contents, be presented to supplement the basic financial statements. Such information,
although.not a part of the basic financial statements, is required by the Governmental Accounting - ---
Standards Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Ko bockt 7 Guche 14P
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CITY OF CHICAGO, ILLINOIS
SEWER FUND

MANAGEMENT'’S DISCUSSION AND ANALYSIS

The following discussion and analysis of the City of Chicago, Illinois (the “City””); Sewer Fund (the “Sewer
Fund”) financial performance provides an introduction and overview of the Sewer Fund’s basic financial
activitics for the fiscal years ended December 31, 2015 and 2014. Please fead this discussion in conjunction
with the Sewer Fund’s basic financial statements and the notes to basic financial statements following this

section.

FINANCIAL HIGHLIGHTS

2015

2014

Operating gross revenues for 2015 increased by!$53.3'millioh (15.8%) compared to prior-year
operating revenues. This increase is primarily due to an increase in sewer billing rates.

Operating expenses before depreciation and amortization for 2015 increased $191.4 million compared
to 2014. This increase of 160.5% is primarily due to an increasc for pension expense related to the
implemecntation of GASB 68. " ' '

The Sewer Fund’s total net position for 2015 decreascd by $358.5 million or 48.8% compared to
2014. ' o

The Sewer Fund’s total assets and deferred outflows were greater than total liabilities by

$376.2 million (net position) at Décember 31, 2015. Net position comprises $559.7 million of net
investment in capital assets, $116.1 million of restricted for capital projects, and ($299.6) million of
unrestricted.

Capital asset additions, net, being depreciated for 2015 were $284.1 million, principally due to
complction of scwer construction and rehabilitation projects.

Operating gross revenues for 2014 incrcased by $46.5 million (15.9%) compared to prior-year
operating revenues. This increasc is primarily due to an increase in sewer billing rates. [ncrease in
provision for doubtful accounts of about $4.1 million affected the net revenue.

Operating expenscs before depreciation and amortization for 2014 increased $9.9 million compared to
2013. This increase of 9.1% is primarily due to an increasc in repairs, general fund, and
administrative and general with a slight increase in maintenance and engincering.

The Sewer Fund’s total net position for 2014 increased by $100.4 million or 15.8% compared to
2013.



e The Sewer Fund’s total assets and deferred outflows were gréeater than total liabilitics by-
$734.7 million (nct position) at December 31, 2014. Net position comprises $520:6 million-of net.
investment in capital assets, $111.3 million of restricted for capital prOjCCtS and $102.8 million of
unrestrlctcd e e e

e Capital asset additions, net, being depreciated for 2014 were $210.4 million, principally due to
comp]etion of sewer construction vand_rehabilitation projects. .

. :In March 2014 Moody s Investors Servrce (Moody s) downgraded the ratlngs of the Wastewater
.. senior hcn reyenuc, bonds from Al to A2 and the Wastewater. second 11en revenue, bonds from Al to

'A3 each with a negative outlook.

e At December 31, 2014, the Sewer Fund was in compliance with the debt.covenants as stated.in: the"
Master Trust Indentures. Details regarding the Sewer Fund’s long-term debt are in Note 4 of the notes
to the basic financial statements. . R

OVERVIEW, OF THE BASIC FINANCIAL STATEMENTS

4 : AR B¢ SRS

statcments The Sewcr Fund’s baclc ﬁnancral Qtatemcnts comprtse thc ba51c ﬁnancral sta.C'ncuts and the notes
to bas1c ﬁnancral statements In addrtlon to the basrc ﬁnancr statcments thls report also presents statistical
data aftér the notes to basic financial statcments . CSte o e

The statements, of net position present all of the Scwer Fund’s assets, deferred outflows, and liabilitics using
the accrual basis of accountlng The difference between assets, deforred outﬂows ‘and llab111t1es 1s reported as
net position. The increase or decreasc in net position may serve as an indicator, over time, whether the Sewer
Fund’s financial position i is improving or, dctcrloratrng However, the consideration of other nonfinancial
factors may be nccessary I 'the asscssment of overall ﬁnanc Jl pOSlthl] and health of the Sewer Fund

The statcments of revenucs e‘(penscs and changcs in net posmon present all Current f scal year rcvcnucs and
cxpenses, regardless of when cash is reeeived or paid, and the ensuing change in net position.

The’ statements of cash Tlows report how cash and cash cqulvalcnts were provrded and uséd by thc Scwer
Fund’s operating, capital financing, and 1nvcstmg ‘activities. These statements dre preparcd on a cash basis
and present the cash received and disbursed, the net increasc or decrease in cash and cash equivalents, for thc
ycar, and the cash and cash cquivalents balance at year-end.

The notes to basrc t' nancral statcments arc an lntegral part of the basic ﬁnanclal statcmcnts accordmgly, such
dis¢iGsures are cssentlal for a full understandmg of thc mformatlon prov1dcd n the baslc ﬁnancnal statements.

In addmon to the basic financial statements, this report mcludcs statistical data. The statistical data section
’ prescnts unaudrtcd debt:service coverage calculatrons and mcludcs certain unaudited 1nformatlon related to
the Sewer Fund’s hlstorlcal financial and nonﬁnancna] opcratmg rcsults and capital activities.



FINANCIAL ANALYSIS

At December 31, 2015, the Sewer Fund’s financial position continues to be strong with total assets and
deferred outflows of $3,079.7 million, total liabilitics with deferred inflows of $2,703.5 million, and net
position of $376.2 million. A comparative condensed summary of thc Sewer Fund’s net position at
Deccember 31, 2015, 2014, and 2013, is as follows:

Net Positi.on
(In thousands) 2015 2014 2013

Current assets $ 389,922 $ 357811 $ 296,167
Restricted and other assets 159,704 293,011 ‘81,362
Utility plant—net 2,263,159 2,025,220 - 1,838,328
~Deferred outflows - 266925 89,905 74,973 -
- Total assets and deferred outflows 3,079,710 - 2,765,947 . 2,290;83.0
Current liabilities 256,423 249,313 192,303
Derivative instrument liability 71,861 52,705
Pension Liability : : 663,872 C '
Long-term liabilities 1,777,496 1,710,019 1,411,509
Total liabilities™ = - _ 2,697,791 2,031,193 1,656,517
Deferred Inflows 5,681
Net position: :
Net invested in capital assets - 559,715 520,627 . 481,946
Restricted for capital projects 116,107 111,333 73,858
Unrestricted . (299,584) 102,794 78,509
Total net position $ 376,238 $ 734,754 $ 6343 13

2015

Current assets increased by $32.1 million (9.0%) due to an increase in cash and cash equivalents, accounts
receivable and inventories with a decrease in due from other funds. Restricted and other assets decreased by
$133.3 million (45.5%) and utility plant—net increased by $237.9 million (11.8%) due principally to capital
activities for sewer construction and rehabilitation projects. Deferred outflows increased in the amount of
$177.0 million (196.9) primarily duc to the adoption of Government Accounting Standards Board (GASB)
Statement No. 68, Accounting and Financial Reporting for Pensions. During 2015, the Sewer Fund lined an
additional 55.1 miles of scwers.

Current liabilities increased by $7.1 million (2.9%), which is primarily related to increase related to accounts
payable and accrucd liabilities with offsetting decrease in due to other funds and unearncd revenue.
Derivative instrument liability decrcased by $71.9 million (100%) due to changes in the fair value of interest
rate swaps. Long-term liabilities increased by $67.5 million (3.9%). Pension liability in the amount of
$663.9 million and $5.7 million in defcrred inflows were recorded to the Sewer Fund basic financial
statement in connecction with the adoption of GASB Statement No. 68, Accounting and Financial Reporting
for Pensions. :

Net position may serve, over a period of time, as a useful indicator ol the Sewer Fund’s financial position. As
of Dccember 31, 2015, total net position was $376.2 million, a decrease of $358.5 million (48.8%) from 2014.
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2014

Current assets incréased by $61.6 million: (20.8%) duc to-an: increase:in' ash-and cash equivalents, accounts
receivable,-and due from other funds with'a decreasc in inventories: Restricted and other asséts increased by
$211.6 million (260:.1%)-primarily-due to thc issuance of'debt in 2014-and tility: plant—nct increased by’
$186.9 million (10.2%) duc principally to capital activities for Sewer comstraction and rehabilitation projcets.
Deferred outflows increased in the amount of $14.9 million (19.9%) due to changes in the fair value of
: mterest rate swaps Durmg 2014, the Sewer Fund hned an additional 21.1 miles of SeWers. ...,
Current liabilities increased by $57.0 million (29.6%), which is primarily related to increases related to duc to
other funds unearned revenue and accrued liabilities with offsctting decrease in accounts payablc Derivative
1nstrumcnt iliability: 1ncreased by $19. 2 m11110n (36.3%) due to changes in the fair .valuc ofi interest rate swaps.

Long-term liabilities: increased by $298: 5:million (21.1%).

Net position may serve;.over a period-ofitime, as a useful indicator of the-Sewer Eund’s.financial position. As
of December 31, 2014 total net posrtron was $734.7 million, an increase of $100.4 mlllron (15 8%) from
2013. - R SN Catadiee T

..\"- oy T -
R TR

A summary of revenues, expenses, and changes in net position for the ycars ended Deccmber 31 2015 2014,
and:2013; is as follows: : Shana LT,

A ST T Revenues, Expenses, and.Changes.in Net Position

(In'thousands) ' 2015 2014 2013
Revenues: AR arabist LTI v
Operating revenues:
_ Sewer service — net L $ 374,770 $ 321,100 $' 278 ,649
- Other operafing-fevenues ~ 47~ L,107 - ‘128‘-“ i 1 180
A ;-; b -\‘jl i ’ Conet o AL .-
e Total operating reveniles ™ - 375,877 322,228 - 279,829
-~ Nonoperating revcnues 3,921 3,813 L (2,754)
Revenues before Capital grants 379,798 326,041 271,075
Capital grants ! 2 500 “
e ey tees e e 0 e O et T o
“Total revenues -+ A H f379 798.- C 326,041 279 575 g
Expenses e G
+ Opcraling expenses . bcfore deprecatlon PUE o o o _
and amortization : L 310 689 o _ I l9 279 109,333
Dcprccmtlon and amortlzatlon 40, 444 36, 701 . 31,280
Interest expense 83,656 69, 620 63,513
Swap Termination Fee, . . . . S 70,243 . . . :
Total expenses | 505,032 225,600 204,126
Changeinnetposition (25234 looaat T 75449
Net pbsition--—-beginning of year (as restate(l) 501472 634,313 558,864
Net position-—end of year $ 376,238 $§ 734,754 $ 634,313
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2015

Net sewer service revenues for the years ended 2015 and 2014 were $374.8 million and $321.1 million,

- respectively. Other revenue, which consists primarily of inspection fees and house drain fees, for the years
ended 2015 and 2014 was $1.1 million respectively. The incrcase in 2015 net sewer service revenue of
$53.3 million (15.8%) is primarily due to an increase in water and sewer rates of 15% and 4%, respcctively.

Nonoperating revenues increased slightly by $.1 million compared to 2014 as a result of procceds primartly
from other nonoperating revenue.

2014

Net sewer service revenues for the years ended 2014 and 2013 were $321.1 million and $278.6 million,
respectively. Other revenue, which consists primarily of inspcction fees and house drain fees, for the years
ended 2014 and 2013 was $1.1.million and $1.2 million, respectively. The increase in:2014 net sewer service
revenue of $42.5 million (15.2%) is primarily due to an increase in water and sewecr rates of 15% and 4%,
respectively. '

Nonopcrating revenues increased by $6.6 million compared to 2013 as a result of proceeds primarily from
investments.

A comparative summary of the Sewer Fund’s operating expenses, as classified in the basic financial
statements, for the years ended December 31, 2015, 2014, and 2013, is as follows:

Operating Expenses

(In thousands) 2015 2014 2013
Repairs o - o8 42,131 $ 40,435 $ 38,910
Pension ; : 187,593 : -
General Fund reimbursements = .. -« 40,007 36,740 32,144
Maintenance : oo 25,322 - 24,374 23,004
Engincering . - 3,299 3,336 3,267

Administrative and general 12,337 14,394 12,008

Operating cxpenses before depreciation and

amortization , - 310,689 119,279 109,333
¢ Depreciation and amortization 40,444 36,701 31,280
Total opcrating expenscs $351,133 $155,980 $ 140,613

2015

Overall, operating expenses before depreciation and amortization for 2015 increased-by $191.4 million
(160.5%) in 2014 primarily due to incrcases in pension expensc due to the implementation of GASB 68.
Depreciation and amortization increased due to an increase in utility plant.



2014

Overall; operating expenses before depreciation:and amortization for 2014 increcased by: $9:9 million.(9.1%)
in 2014:primarily due to increases in repairs;.gencral fund, administrative and general with:a slight'increase in
mamtenan(.e and engmccrm0 Deprematlon and amortlzatlon mcreased duc to an: 1ncrease in Utlllty plant

A comparatlvc summary of the Sewer Fund s cash ﬂows for the years cnded Decembcr 31 2015 2014 and

-2013; is as follows: .. PRV Loonbie Rl e T A T T
Caeh ’Ftews
(In thousands) ) . 2015 2014 2013
Cash from act1v1t1es EEE FrR e
: Operatmg A $ 239225 $ 191,355~ $155,991
o Capltal and related ﬁnancmg, A ik (356'905) 6 "122:__ (264;353)
" L Investmg P PR T O O R S 'Jh" 204 436 (208,73_1) '. T ’.64;130

.:; .- Net change in cash and cash equivalents . . ., .. .. 86736 . 45746  (44,232)

Cash and cash equivalents:
..-Beginning of.year . ot 904524 - 44,706 - 188,038

. ] . o - N P . . sesifgae, -
S I A RV A ; P STITLI.

End of year $ 177 208 $ 90 452 $ 44,706

P B N L L

2015; 205 AR EEE NI
‘As’‘of Decembeér 314 2015, the'Séwer Fund’s cash and cash equivalents of $177.2 million représented an
increase of $86.8 million from December 31, 2014, as compared to an increase of $45.7 million from -
Decémber 31, 2013 to Decembér 31, 2014, primarily due to investment:related ‘activities in 2015: Total cash
and.cash equ1valents at Deceriber 31 2015, were composed of unrestricted and restricted: cash and cash
equ1valcnts of $37 4 million and’$69 2 million, respectively. L

2014

As of Dececmber.31, 2014, the Sewer Fund’s cash and cash equ1valents of $90_5_ ! |lllon represented an
increase of $45.7 ml]llon from Décember 31, 2013, as compared to a decrease of $44.2 million from
December 31, 2012 to December 31, 2013, pr1n1ar11y due to construction-related activities in 2014. Total cash
and-¢ash equwalcnts at December 31 2014, were composed of unresiricted and restricted cash and cash
cquivalents of $69.2 million and $_21_2 million, respectively.

CAPITAL ASSET AND DEBT ADMINISTRATION

2015

At the end of 2015 and 2014, the Sewer Fund had net utility plant of $2,263.2 million and $2,025.2 mitlion_.
respectively. During 2015, the Sewer Fund had capital additions being depreciated of $207.2 million, and

completed projects totaling $17.2 million were transferred from construction in progress to applicable
facilitics and structures capital accounts.

-8-



2014

At the end 0of 2014 and 2013, the Sewer Fund had net utility plant of $2,025.2 million and $1,838.3 million,
respectively. During 2014, the Sewer Fund had capital additions being depreciated of $210.4 million, and
completed projects totaling $16.3 million were transferred from construction in progress to applicable
facilities and structurcs capital accounts

The Sewer Fund’s net utility plant at December 31, 2015, 2014, and 2013, is summ.arizedA jc_l_s'fl(_)ll_ows:

~ Net Utility Plant at Year-End

(In thousands) 2015 2014 2013
Utility plant not depreciated: ' -
Land and land rights $ 560 $ 560 $ 560
Construction in progress 92,339 25,703 16,294
Total utility plant not depreciated 92,899 26,263 16,854
Utility plant being depreciated: - ‘ .
Facilities and structures 2,671,508 2,462,714 © 2,252,341
Furniture and'equipment - 30,575 32,196 132,742
Total utility plant being depreciated 2,702,083 2,494,910 2,285,083
Less accumulated depreciation: S .
Facilities and structures (509,550) (474,136)° (442,064)
Fumiture and equipment (22,273) 21,817) (21 245)
Total accumulated depreciation (531,823) (495,953) (463,609)
Utility plant being depreciated—net 2,170,260 1,998,957 . 1,821,474
Utility plant—net $2,263,159 $2,025,220 $1,838,328

The Sewer Fund’s capital activities are funded through Sewer Fund revenuc bonds and Sewcr Fund revenues.
Additional information on the Sewer Fund’s capital asscts is presented in Note 5 of the notes to basic
financial statcments.

The Sewer Fund’s outstanding dcbt at December 31, 2015, 2014, and 2013, is summarized as [ollows:

Long-Term Outstanding Debt at Year-End

(In thousands) 2015 2014 2013
Revenue bonds $1,686,179 $1,638,935 $1,369,459
Add interest accretion on Series 1998

capital appreciation bonds 54,193 49,615 45,272
Unamortized nct bond discount/premium 83,551 61,306 34,707
Outstanding debt—nct $1,823,923 $ 1,749,856 $1,449,438




The Sewer Fund’s revenue bonds at December 31, 2015, have underlying credit ratings with each of the three
major rating agencies as follows:

3 PR

e a5 Moody’s

EL EREEE S meiticarcepvestor ¢ "Standard - -Fitch e Kroll
Services - & Poor's = - Ratings™ I
Sefiior Lién Wastewater Revemie Béids ~~~ 'Baa2 < “A%" ~ 'NotRdted NotRated
Second Lien Wastewater Revenue Bonds Baa3 A AA AA-

In March 2014, Moodj;’s Investors Service (Moody’s) downgraded the ratings of the Wastewater senior lien
revenuc bonds from A1 to A2 and the Wastewater second licn revenue,bonds from A2 to- A3 each with a
negative outlook - : ; :

ta -t : e e

r i P ‘.'

InF cbruary 2015 Moody s downgradcd the ratings of the Wastewater senior hen revenue bonds from A2 to
A3 and the Wastcwater second lien; revenue bonds from A3to.Baaa] ;each w1th anegative outlook.

In May 2015, Moody’s downgraded the ratings of the Sewer Fund senior lien revenue bonds from A3 to Baa2
and the Sewer Fund second lien revenuc.bonds from Baal to Baa3, cach W ] negatlve out]ook ‘Also in May
2015, Standards & T’oor s Financial: Serwces downgraded the ratings of the ‘Sewer Fund senior lnen revenue
'bonds from AA t0 A and the Sewér Fuiid second lien revenue bonds from AA- to. A-

At "I'j'c':c"e:rhber 3 12014 "'—tlﬁe"Scwc'r'"Fl'iﬁd'Wés'in compliaﬂoe "\:X';'i"tﬁ‘the:aetit':ooif'ieﬁahts! as stated in the Master
Trust Indentures. Details rcgardmg the Sewer Fund’s long-term debt are in Note 4 of the notcs, to the basic
; fmancial statements. .., , RN ]

RIS

| .REQU ESTS FOR INFORMATtON

' ThlS fmanc1al report is de51gncd to prov1de the reader with a general overv1ew of the Scwer Fund’s finances.
Questions concerning any of the information provided in this report,or. requests for addltlonal f' nancml
information should be addressed o the City of Chicago Departiment of Firance. "

- 10 -
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CITY OF CHICAGO, ILLINOIS
SEWER FUND

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSI'I ION

FOR.THE YEARS. ENDED DECEMBER 31, 2015.AND 2014
(In thousands) -

OPERATING REVENUES:
Sewer service:
Sewer service—gross .
Less: provision for doubtful accounts -

Sewer service—net

Other

-Total Opé;::ra_:_ﬁri_g rei(_enugs R - -

OPERATTNG E‘(PFNSE%

Repairs © - . - TT o pEE S sy e

General Fund reimburscments
Pension expense (Note 6)
Maintenance )

Engineering

Administrative and general

PR

. Tolal operatmg expenscs beforc deprecmtlon and amortlzatlon_'

Dcprematlon and amorllzatlon
Tota] operatmg cxpenses
OPERATING INCOME

NONOPERATING REVENUE (EXPENSES):
Investment income (loss)
Interest expense
Other
Swap termination fees

Total nonoperating expenses—net

CHANGE IN NET POSITION

TOTAL NET POSITION—Beginning of year, as restated (N6te 11)°

End of year

See notes to basic financial statements.

2015 | 2014
$ 390,924  $337,657
(16.154) (16,557
374,770 321,100
i
1,107 1,128
_ 375,877 322,228
% 42,13 40,435
40,007 36,740
£187,593
25,322 24,374
3,29__9 3,336
12,337 14,394
310,689 119,279
40,444 36,701
351,133 155,980
24,744 166,248
2,600 2,984
(83,656)  (69,620)
1.321 829
(70.243) . - g
(149,978) . -.(65,807)
(125234) 100,441
501472 634313
$ 376238  $734,754




CITY OF CHICAGO, ILLINOIS
SEWER FUND

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014

(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Received from customers
Transactions with other City funds
Payments to vendors
Payments to employees

Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Acquisition and construction of capital assets
Proceeds from-issuance of bonds
Interest paid on:revenue bonds
Swap termination fees
Principal paid on bonds and notes

Net cash provided by (used in) capital and related
financing activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Sales and purchases of investments—net
Investment interest

Net cash (used in) provided by investing activities
NET CHANGE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS—Beginning of year

CASH AND CASH EQUIVALENTS-—End of year

- 13-

2015 2014
$ 358,014 $ 310,970
(42,764) (40,218)
(33,131) (35,780)
(42,894) (43,617)
239,225 191,355
(275,866) (167,115)
87,081 338,026
(58,040) (69,860)
(70,243) -
(39,837) (37,929)
(356,905) 63,122
200,252 (213,388)
4,184 4,657
204,436 (208,731)
86,756 45,746
90,452 44,706
3 177,208 $ 90,452
(Continued)



CITY OF CHICAGO, ILLINOIS
SEWER FUND

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2015:AND 2014 - iz ... .. v o sodions b

{In thousands)

RECONCILIATION TO CASH AND CASH EQUIVALENTS !/ -
- REPORTED ON THE STATEMENTS OF NET POSITION:

.. Unrestricted: ! .

Restricted (14 -
TOTAL

Friopug

RECONCILIATION OF OPERATING INCOME TO
CASH FLOWS FROM OPERATING ACTIVITIES: . :-.boio v
Operating income
- !Adjustments to reconcile:
» Dépreciation: and-amortization
“)*Pension expense-other than contribution
Provision for uncollectible accounts

i 2 Changes in assets and liabilities: cultin s

Increase in due from other City funds
Increase in accounts receivable
i Decrease in-inventories
"“Increase in accrued liabilities

(Decrease) increase in accounts payable and due to other:City funds: . .. -

. Increase (decrease) in unearned revenue

'CASH FLOWS FROM OPERATING ACTIVITIES

' SUPPLEMENTAL DISCLOSURE OF NONCASH ITEMS—Property o

.;additions in 2015 and 2014 of $101,584 and $54;611, respectively, -
‘have outstandmg accounts payable and accrued habllmes

See notes to basic financial statements.

- 14 -

=qi, e

2015 2014
$ 37383 . $.. 69,205
139825 21,247
$ 177 208 .S 90452
TR Te I AR
$ 4 744- $ 1-‘66&'48
4044451, 36 -701
183168 - -
16,154 16 557 |
il G s it i
3,223 (2 489)
v (31,874).0(29,162)
. it .’_'l‘,",-(-‘l;9=:3.')...i'5.-;."!:’. 652
9.178 3,043
L(GATY. - (154])
(2143 1346
$ 239,255 $ 191,355
(Concluded)



CITY OF CHICAGO, ILLINOIS
SEWER FUND

NOTES TO BASIC FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014
{In thousands)

1. ORGANIZATION AND SUMMARY OF SIGNIFICAN T ACCOUNTING POLICIES

Organization—The Scwer Fund (the “Sewer Fund™) collects and transmits wastewater to the treatment
" - facilities of the Metropolitin Water Reclamation District of Greater Chicago. The Sewer Fund is
included in the City‘of Chicago, Illinois (the “City”), reporting entity as an enterprise fund. - °

The accompanying basic financial statements present only th'e’ Sewer Fund and are not intended to
ptesent‘thé financial position of the City ot the results of its opérations and cash flows.

Basis of Accounting—The accounting policies of the Sewer Fund are based upon accounting principles

+ * generally accepted ‘in the United States of America as prescribed by the Governmental Accounting
Standards Board (GASB). The accounting and financial reporting treatment applied to a fund is
determined by its measurement focus. The accounts of the Sewer Fund are reported usmg the flow of
cconomic resources measurement focus.

The Sewer Fund uses the accrual basis of accounting under which revenues are recognized when earned
and expenses are recognized when the liability is incurred.

When both restricted and unrestrictcd resources are available for use, it is the City’s policy to use
restricted resources first, then unrestricted resourccs as they are needed.

Annual Appropriated Budget—The Sewer Fund has a legally adopted annual budget that is not
required to be reported.

Management’s Use of Estimates—The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of-assets and liabilities; disclosurc of
contingent assets and liabilities at the date of the financial statements, and the reported amounts of
revenues and expenscs during the reporting period. Actual results could differ from those estimates.

Cash, Cash Equivalents, and Investments—Cash, cash cquivalents, and investments gencrally are
held with the City Treasurer as required by the Municipal Code of Chicago (the “Code™). Interest carned
on pooled investments is allocated to participating funds based upon their average combined cash and
investment balances. Due to contractual agrecments or legal restrictions, the cash and investments of
certain funds are segregated and earn and receive interest directly.

The Code permits deposits only to City Council-approved depositories, which must be organized state or
national banks and federal and statc savings and loan associations, located within the City, whose
deposits arc federally insured.

Investments authorized by the Code include interest-bearing general obligations of the City, the State of

[llinois (the “State™), and the U.S. government; U.S. Trcasury bills and other non-interest-bearing
general obligations of the U.S. government purchased in the open market below face valuc; domestic

-15-



moncy market funds regulated by and in good standing with the Sccurities and: Exchange Comimission;
and tax anticipation warrants issued by the City. The City is prohibited by ordinance from investing in
derivatives, as defined, without City Council approval. - T
The Sewer Fund valucs its investments at. fair value or amortlzed eost as apphcabk U S goverdrhent
securities purchased at a price other than par with a ‘maturity of less than one year are; reportcd at; ...
~-amortizedcost. The fair value of U:S. agenicy securitics; corporate bonds; and municipal” bonds are”
estimated usmg recently executed transactions, market price quotatlons (wherc observable) or bond
SPreads. | < Lot i o gLl g e A e s o Sy

. Repurchase agreements, can.be purchased only from banks, and certain other institutions:authorized to do

.business, in the State., Thc, Clty Trcasurer requires. that sccurltles pledged to sceure these agreements have
...... iif :)'Jl..'-l":..-i'.f

- Investments, generally, may,not-have. a,maturity, m cxcess,of 30 years from__.the idatc.of purchase. Certain

other 1nvestmcnt balances arc helo in. accordanec w1th lhe speuﬁc proyisions
ordinances. '

sewer services processcd by the Dcpartment of Water Managemcnt Managcment has prov1ded an
.. nallowance for.amounts recorded at yearrend thatymay be uncollectible. ... ... vop ooy

“and consist mamly ‘of employcc beneﬁts self-msurcd r1sks,.and admmlstratlve cxpcnses

Inventories—Inventories, composed mainly of materials and supphes are stated at cost, determined
principally on the first-in, first-out method. a

Utility Plant—Uftility plant is recorded at cost, or, for donated, assets, at fair value at the date of
-acquisition,.Utility plant is dcﬁncd by the Scwcr Fund as assets w1th an mmal COSt, of more than $5,000
-and an cstxmatcd uscful hfe in excess of two years Such(asscts are. record(,d at hxstoncal ,COSt, 1f

.......

ycar of acqulsmon or complctlon Estlmated usciul hves arc as tollows

s -

. Facilities and structures Lo S .75 years
* Furniture and equipment . S _ 5-20 years
Sewer reha_blhtatl_on _ _ e 50 years

‘

Costs of r(,palrs and mamtenancc lhal do not significantly’ extend the usdul 1ifé of assets are charged to
operations. -

Deferred Outflows—Dcferred outflows 1cprescnl the talr valuc ot d(,rlvatlvc mstrumcnts that are
deemed to be effective hedges, unamortized loss on bond refundmgs and differences between estimated
and actual investment camings rclated to pensions, and changes in actuarial assumptions related to
pensions.

- 16 -



Deferred Inflows—Deferred inflows represent the differences between projected and actual actuarial
experience related to pensions.

Net Position—Nct position is composcd of net carnings from operating and nonopcrating revenues,
expenses, and capital grants. Net position is displayed in three components: net investment in capital

- asscts, restricted [or capital projects, and unrestricted. Net investment in capital assets consists of all
capital assets, net of accumulated depreciation and reduced by outstanding.debt, net of debt service
reserve, and unspent bond procecds. Restricted for capital projects consists of assets on which
constraints are placed by cxternal parties (such as lenders and grantors) and laws, regulations, and
enabling legislation, reduced by liabilities and deferred inflows of resources related to those assets.
.»Unrestricted consists of the nct amount of all other assets, deferred outflows, liabilitics, and. deferred
inflows not catcgorlzed as cither of the above.

Employee Beneﬁts—Employce benefits are granted for vacation. and sick leave, workers’
‘compensation, and health care. Unuscd vacation leave is accrued and may.be carried over for one year.
Sick leave is accumulated at the rate of one day for each.month- worked, up to-a-maximum of'200 days.
Severance of employment tcrminates all rights to reccive:compensation for any unused sick-leave. Sick
.leave pay is not accrued. Employee’benefit claims outstanding, including clalms incurred but not
reported are cstimated and recordcd as liabilities. - - - :

Employccs are clrgrble to dcfcr a portron of their salarres unt11 future years under the City’s! deferred
compensation plan created in accordance with Internal Revenue Code Section 457. The deferred
--compensation is not-available to employees.until termination, retirement, death, or unforeseeable
- emergency. The. plan is-administered by third-party administrators who maintain the investment
..portfolio. The plan's assets haveibeen placed in:trust accounts with the plan administrators for.the
exclusrve benefit of part1c1pants and their bcneﬁmarles and are not considered assets of the Crty
PR ! : .
- The Clty is: subject to. thc State. Unemployment Compensatlon Act and has elected the relmbursrng
employer.option for providing unemployment insurance benefits for eligible former employccs Under
: this option, the City reimburses the State for claims-paid by the State.

Bond Issuance Costs, Bond Premlums Dlscounts, and Refundmg Trdnsactlons—Bond 1ssuance
costs relatcd to bond insurance and bond premiums discounts are deferred and amortized over the term
of the related debt, exccpt in the case of refunding debt transactions where the amortization pcrrod is

. over the term of the refunding or refunded.debt, whichever is shorter. e e

Capitalized Interest—Intercst expensc is capitalized dun'ng construction of those capital projects that
are paid for from the bond proceeds and arc being amortized over the depreciable life of the related
asscts on a straight- line basis. Interest expense capitalized for 2015 and 2014 totaled $7.9 million and
$4.4 million, respectively.

Capital Grants—Capital grants are reportcd as contributed revenue in the statements of revenues,
expcnses, and changes in net position.

Revenue Recognition—Sewer service revenue is billed as a percentage of the City’s water billings and
is recorded as revenue when the water i1s consumed by the customers. Of the accounts receivable
balances, $33.]1 million and $31.5 million represent revenuc recognized on sewer service that had not yet
been billed to customers at December 31, 2015 and 2014, respectively. Unearncd revenue represents
amounts collected from nonmetered customers prior to usage.
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Revenues and Expenses
nonoperating items. Operating revenues and cxpenses gencrally result. from:providing scrvices and
producing and delivering goods in connection with the Sewer Fund’s principal ongoing operations. The
principal operating revenues of the Sewer: Fund are charges:to-customers for sales and-scrvices.
Opcr'ating expenses include the cost of sales and services,! administrative expenses,'and-depreciation and
“ramortization-on caprtal assets.: All revernuces - and cxpenses fot meetmg, thrs deﬁnrtron are’ reported as
nonopcratmg revenues and: expenses. * s e oenhae 00 b SRR
Adopted AccountmgrStandards——GASB Statemcnt No 68 Accountmg and F manczal Reportmg for
-.Pensions (“GASB 68"), establishes new financialireportingirequirements for'most.governments that

.i-provide their employces with:pension benefits.throligh-these types ofiplans:.GASB 68: will be:cflective

for the Sewer Fund beginning with its year cnding'December:31;2015.. GASB 68:replaces the::
requircments of GASB Statement No. 27, Accounting for Pensions by State and Local Governmental
Employers and GASB! StatementtNo:. 50;: Pension:Disclosures; as‘they relate: to'govérnmentssthat

v wiprovide pensions.through'pensionsplans:administered-as trusts or similar:arrahgements: thatjmeet certain
. *“criteria>GASB! 68 requires-goveriiments providing defincd benefit pensions'to.recognize their long-term
1~ . -obligation.foripension bencfitsasia‘liability: for.thefirstitime and to more ‘comprehensively:and

:icomparably measure therannual costs-of:pensionibencfits-The Statement also'enhances accountability
and transparency through revised and new notc disclosures ‘and required supplementary 1nformat10n (sce
‘RSI and Notes 6 and 11). Begmmng Net Posrtron at January l 2015 was restatcd asa rcsult of
1mplementat10n Ofth]S standard (sec Note11). : e AR

e . MR .:. lf.;i' N

GASB»StatcmenttNo 71 -Penszon Transztzon :fori Contrzbutzon.s Made-Subsequent to0 'the Meavurement
Dater=an:amendnientof GASB Statement No: ' 681(* GASB 717);relatés to:amounts'associated with

z“contributions;/ifiany; made by:aistate or:local governmentfemployet or nonemployet ‘Contributing cntity

.to:a'defined benefit:pénsion:plan afterithe :measuremént-date of theigovérnment’s:beginning net pension
11ab111ty GASB 71 will be cffective for the Sewer Fund bcglnmng with its year ending December 31,
:.2015:This statement amends paragraph137 of GASB 68 to require that, avtransition; a govetnment

. i recognize'a beginning deferred-outflow of resources:for itsjpensionicontributions;'ifiany;;made s

subsequent to the measurement:date of the beginning netipensiondiabilityand requires that béginning
balances for other deferred outflows of resources and deferrcd inflows of resources relatcd to pensions
~~be réported at transmon’only s practrcal ‘1o detérminé dll'stich Amounts: ’Therelwa no‘lmpact on the
Scwer Fund s Fmancral Statement asa- result of the 1mplemcntat10n of GASB 71 S

Upcommg Accountmg Standards—Other accountmg standdrds that the Sewer Fund is currently
revrcwmg for appllcabrlrty and potentlal 1mpact on thc ﬁnancnal statcmcnts mcludc

: sl ol o [ o, ( .
GASB Statemcnt No: I72 Falr Value Measurement and Appllcatlon (“GASB 72”)= -addrcsses accounting
~and-financial-reporling issues related to-fair value'measuréments! GASB-72! will:be effective for the
Sewcr Fund beginning with its year ending December 31, 2016. This Stateiment provides guidance for
detcrmining a fair value mcasurement for financial reporting purposes and the related dlsclosure'; This
-Statement réqaires-a government to use’valuation: techniqucsithat are approptiate uridei the
circumstances and for which sufficient data arc available to' mcasure fair valie. This Statcment
establishcs a hierarchy of inputs to valuation techniques used to measure fair value. This Statement also
‘requires disclosurcs to be made about ralr va]ue measurcments the Ievc] of ralr value ]mrarchy, and
valuation techniques. : S - - : -

GASB Statement No. 74, Financial Reporting for Postemployment BenefitPlans Other Than Pension
Plans (“GASB 74), replaces Statements No. 43, Financial Reporting for Postemployment Benefit Plans
Other Than Pension Plans, as amended, and No. 57, OPEB (Other Postemplovment Benefits)
Measurement by Agent Emplovers and Agent Multiple-Emplover Plans. GASR 74 will be effective for
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the Sewer Fund beginning with its year ending December 31, 2017. Included are rcquirements for
defined contribution OPEB plans that replace the requirements for those OPEB plans in Statement

No. 25, Financial Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined
Contribution Plans, as-amended, Statement 43, and Statement No. 50, Pension Disclosures. GASB 74
also includes requirements to address financial reporting for assets accumulated for purposes of
providing defined benefit OPEB through OPEB plans that are not administered through trusts that mect
specified critcria.

GASB Statement No. 76, The Hierarchy of Generally Accepted Accounting Principles for State and
Local Governments (“GASB 76”), supercedes Statement No. 55, The Hierarchy of Generally Accepted
Accounting Principles for State and Local Governments. GASB 76 will be cffective for the Sewer Fund
" beginning with its year ending December 31, 2016,

GASB Statement No. 79, Certain External Investment Pools and Pool Participants (“GASB 79”),
addresscs accounting and financial reporting for certain external investment pools and pool participants.
It establishes criteria for an external investment pool to qualify for making the election to measure all of
its investments at amortized cost for financial reporting purposes. GASB 79 establishes additional note
disclosure requirements for qualifying external investment pools that measure all of their investments at
amortized costs for financial reporting purposes and for governments that participate in ‘those pools.
GASB 79 will be effective for the Sewer Fund beginning with its year ending December 31, 2016.

GASB Statement No. 82, Pension Issues—An Améndment of GASB Statements No. 67, No. 68 and
No. 73 (“GASB 82”), addresses issucs regarding (1) the presentation of payroll-related measures in
required supplementdry information, (2) the selection of assumptlons and the treatmeit of deviations
from the guidance in an Actuarial Standard of Practice for financial reporting purposes, and (3) the
classification of payments made by cmployers to satisfy employee (Plan member) contribution
requirements. GASB 82 will be effective for the Sewer Fund begitining with its year ending
December 31, 2017.

RESTRICTED AND UNRESTRICTED CASH, CASH EQUIVALENTS, AND INVESTMENTS

Cash Equivalents and Investments—As of December 31, 2015, the Sewer Fund had the following
cash equivalents and investments (in thousands):

Invéstment Maturities (in Years)

More
Less than 1 1-5 6-10 than 10 Fair Value

U.S. agencies $ 40,356 - $123,026 $ 4,007 $4288 $171,677
Commercial paper 32,379 ‘ 32,379
Certificates of deposits

and other short-term 107,551 107,551
Corporate bonds 990 7,897 4,026 12,913
Municipal bonds 12,603 994 13,597
Subtotal $ 180,286 $136,619 $11,904 $9,308 338,117
Share of City’s pooled funds _ 68,680
Total $406,797
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“Asiof Dccembcr 31 2014, the Séwer Fund had the fol]owmg cash- equlva]ents and mvestmcnts (m

thousands)
. . Investment Maturltles (|n Years) N Voo
iy e EIP T G More
: : “Less. than 1 SRR T --;--;-;6:1_0 than 10 ..-Fair Value
U.S. agencies § 7020  $280282  $34355 & - | $331.766
.Commercial paper. _ 60368 .. . . ... ., ... . . 00368

Certlf‘ ates’ of deposns

_ * “‘and’Gther shott- teqm' _ - '\ o T 81,944

[ER R JCOrp()rate bondS ELO NN B R \\’.- 3,9,82“ L i.'_: '- N o 9’522
Municipal bonds CR0H T e T et 075 B()Q
 Stibfothi’ - D 157 986" $ 287,068" ©$34, 355 479,409

J|!_:_ {,l:".1|

e

e Share of C1ty s pooled‘ funds

AN S T

,v_’TOtel,‘)l. .. . :;...’_::.. o ' " 5] , feae . LT $524 149

it gl L L s e e L et ey d Seaespl g e DT el T T e
U.S. agencies incliide investments in government-sponsored enterprises, such as Federal Natlonal
.. Mortgage Association, )F ederal,HQme Loap Banks__,‘ and E_ederal_Home I__-,Qa,n;Mortgage _.Co_rporation.

Ve

) ('2) Umtcd States trcasury b111s and othcr hon- mt est bcarmg g' eral obhgatlons of ;he Umted States
or United States government agencies when offéred for sale” ata price below the face valte of
same, s0 as 10, afford the cny a return n_:_'such investment in licu of interest;

wgieed (3)e Tax.antlclpatlon warrants, mumupal bonds, notes,.commercial paper or other instruments
reprcscntmg a debt obhgatlon 1ssucd by the C1ty of Chlcago
' ) N AP -
(4) Commcrcnal papcr Wthh (1) at the time of purchasc is rated in the two. hlghcst class1ﬁcat10ns by
at least two accredited ratings agencies; and (2) matures not more than ”70 days after the date of

purchasc

(5) Rev’e’rse repurchase agreement if: (1) the term does not exceed 90 days; and-(2) the maturity of the
investment acquired with the proceeds of the reverse repurchase agreement does not exceed the
expiration datc of the rcverse repurchase agreement; Reverse repurchase agrccments may be
transacted with primary dealers and financial institutions, prow‘ed tbut the City h son filea
master rcpurchase agreement;
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(6)

™
®)
©
(10)

(11)

Certificates of deposit of banks or savings and loan associations designated as municipal
depositories which are insured by federal deposit insurance; provided that any amount of the
deposit in excess of the federal deposit insurance shall be collateralized as noted in Custodial
Credit Risk—Cash and Certificatcs of Deposit below;

: . : .
Bankers acceptance of banks whose scnior obligations; at the time of purchase, are rated in cither
the AAA or AA rating categorics by at lcast two accrcdltcd ratmgs az,cnmcs

Tax cxempt sccurities exempt from federal arbitrage provisions, appllcable to.investments of
proceeds of the'City’s tak-exempt debt obligations; : :

Domestic money market mutual funds regulatcd by and in good standing with the Securitics and
Exchange Commission; provided that such money market mutual funds’ portfolios are limited to
inveétm_c"hts*authorizcd by this scction;

Any other suitable investment instrument permitted by state laws governing munlclpal investments
generally, subject to the reasonable exercisc of prudence in making mvcstmcnts of public funds;

Except whcre othcrwnse restricted or prohibited, a non-interest-bearing savings account, non-
interest-bearing checking account or other non-interest bearing demand account established in a
national or state bank, or a federal or state savings and loan association, when, in the determination
of the treasurcr; the placement of such funds-in the non-interest bearing account is uscd as

" .compensating balances to offset fces assomated with that account that w1ll result m cost savings to
- “the City;” '

(12)

(13)

(14)

(15)

Bonds of companies organized in the United States with assets exceeding $500.0 million that, at
the time of* purchase are rated not less than A-; or cqulvalent rating, by at least two accredited

ratmgs agenc1cs

cht instruments of international financial institutions, including but not limited-to the World
Bank and the International Monetary Fund, that, at the time of purchase, are rated within 4

- intermediate credit ratings of thc United States sovercign credit rating by at lcast two accredited

ratings agehcies, but not less than an A-rating, or equivalent rating. The maturity of investments

-authorized in this subsection shall not exceed 10 years. For purposes of this subsection, an
'“ifiternational financial institution” mcans a financial institution that has been established: or

chartered by more than one country and the owners or shareholders are generally national
governments or other international institutions such as the United Nations;

United States dollar denominated debt instruments of forcign sovcreignties that, at the time of
purchase, are rated within 4 intermediate credit ratings of the United -States sovereign credit rating

by at least two accredited ratings agencies, but not less than an A-rating or equivalent rating;

Interest-bearing bonds of any county, township, city, village, incorporated town, municipal

-corporation, or school district, of the State of Illinois, of any other state, or of any political

subdivision or agency of the Statc of Illinois or of any other state, whether the intercst earned

- thereon is taxable or tax-exempt under federal law. The bonds shall be registered in the name of

the city or held under a custodial agrecment at a bank. The bonds shall be ratcd, at the time of
purchasc, not less than A-, or cquivalent rating, by at least two accredited rating agencics with
nationally recognized expcrtise in rating bonds of statcs and their political subdivisions;
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(16): Bonds recgistered-and regulated:by. the:Securities -and -Exchange Commission-and for which the full

.. faith-and.credit.of the State of Isracl is pledged for payment;:provided.that the bonds have an A-
rating or.above or cquivalent ratmgj by at: least two accredlted ratlngs ‘agencies; -
: peat s vy d N

(1 7) Bonds, notes, debentures, or othcr slmllar obligations of agenc1es of the United States rated at the
. time of purchas(, no. lcss than AAA by'at least twordccreditedirating; agenc1es Co

A
b A

WOUE - it s i daull v'.'? sobtirgesn il P

Total holdlnés across. all funds held by the treasurer shall have no less than an overall average rating of

. Aal:on-a.quarterly:basis, as:rated by, two accredited rating agencies~A schedulc summarizing the Sewer

Fund’s exposure to credit risk as of December, 3142015 and:2014¢ is:as: follows: (irrthousands):

i _=20_15-, .. 2014
i (5 o Y oounsn sl

. 5..19407 .. 8 15,784
165, 188 318,308
artle . aENEN s e PEReTarme e treaerieny e j ,-;?.5,1_, i 3,005
' . L i _ 60 368
Not rated 152 571 . 81,944
" Tetal T EM U 8338015 §479,409

... deposits;and; certlﬁcatcs oﬁdeposlt durmg ithe.term ofithe deposit:

C1ty S ﬁnanclal statements.

PRI I:‘~l.: o

The Scwcr Fund part1c1pates 1n the C1ty S: poolcd cash and 1nvestments' account wh1ch 1ncludes amounts

~ from.other,City. funds.and is, mamtamcd by.the City, Treasurer. Individual. cash:or.investments are not

speclﬁcally identifiablc to any participant in the pool. The Treasurer’s pooled fund_‘rs_.lnc:l‘uded in the

:'u-_ ; R F 2 Z’)J

fallure the Clty s Dcpos1ts may not be rctumed The C1ty s Investment Pol1cy states that n ordcr to
protect the City public fund deposits, depository institutions are to maintain collateral plcdges on City

tfi

!. -

. =___For ccrtlﬁcates of deposn of banks or savmgs and loan assoc1at1ons des1gnated as, mun1c1pal depositories

: .._, which arc insurcd by:federal.deposit insurancc,-any,amount of the deposit in-excess.of the federal

depos1t insurance: shall.be either: (1) fully collateralized at Jeast 102.percent by: (i). marketable U.S.

<. government sccurities, marked to;market at Jcast-monthly;.(ii);bonds;notes; or;other;securities

constituting the direct and gencral obligation of:any agency:or instrumentality. of thc United States; or
(iii) bonds, notes or other securities constituting a,direct and,gcneral-obligation of any- county, township,
city, village, incorporated town, municipal corporation, or school district, of the State of Illinois or of

.any.other statc, or ofjany .political.subdivision; or agency:of:.the State of Illinois: or-any- other;statc which

. arerated in-either the;AAA .or AA rating categories by at.least;twoiaccredited ratings agencies and
. .majntaining such rating duringthe term:of such investments; (2)-secured by a corporate surety bond

issued by an insurance company licensed to do business in Illinois and having a claims-paying rating in

the:top rating category:as rated by a nationally recognized,statistical rating-organization and maintaining

suchi rating during the term of such investment; or (3) fully collateralized at least.102. percent by an

. irrevocable letter of credit-issucd in favor of the City of Chicago by the Federal Home Loan Bank,

providedithat;the Federal Home Loan Bank’s short-term, debt obligations are.ratedin.the:highest rating

calcgory by at least one accredited ratmé,s ag,cncy throughout the-term of the ccrtlﬁcatc of deposit.



The collateral required to secure City funds must be held in safekceping and pursuant to collateral:
agreements which would prohibit releasc or substitution of pledged assets without proper written
notification and authorization of the City Treasurer. The final maturity of acceptable collateral pledged
shall not excced 120 months.

The bank balance of cash and certificates of deposit with the City’s various municipal depositorics was
$626.6 million. 98.3 percent of the bank balance was either insured or collateralized with securities held
by City agents in the City’s name. $10.5 million was uncollateralized at December 31, 2015, and thus
was subject to custodlal credit risk. : .

A schedule sumimarizing the investments reported in the basic financial statements as of December 31,
2015 and 2014, is'as follows (in thousands):

A | 2015 2014
Per Note 2:
Investments—Sewer Fund - _ : o §338,117 $479,409
Investments—Clty Treasurer pooled fund _ - 68,680 44,740

| $406,797 $ 524,149

ot
Per financial statements:

Restricted investments—current $200,191 . $103,473
Restricted investments—noncurrent 34,044 289,041
Unrestricted investments 41,974

. Investments included as cash and cash equivalents on the -
statements of net position N _ 172,562 89,661

$406,797 $524,149

RESTRICTED ASSETS AND ACCOUNTS

Sewer service revenues are pledged to pay outstanding Wastewater Revenue Bonds. The ordinances
authorizing the issuance of outstanding Wastcwater Revenue Bonds provide for the creation of separate
accounts into which net revcnucs, as defined, or proceeds to be credited, are as follows:

Wastewater Revenue Bonds, Refunding Bonds Series 1993 (the “Senior Lien Bonds™), and 1998 A
Wastewater Capital Appreciation Bonds:

Bond Principal and Interest Account—No later than 10 days prior to cach principal or interest payment
date, an amount to pay principal; premium, if any; and interest becoming due, whether upon maturity,
rcdemption, or otherwise.

Debt Service Reserve Account—TFor each series, an amount equal to the least of (i) the maximum annual
debt service requirement; (ii) 10% of the original principal amount, less original issue discount; or

(1i1) 125% of the average annual debt service requirement. The required balance in this account was met
by the purchasc of surety bonds.

Construction Account—Procceds of the Senior Lien Bonds were deposited in this account for the
purpose of paying construction costs of projects as defined in the ordinance.



Wastewater Revenue Bonds, Series 2015,2014, 2012, 2010, 2008 2001 Rcfundmg, Series 2004, and
--Refundmg Scrles 2006 (lhe “Sccond Lien Bonds”) S . e

\
i

Bond Pr mczpal ana’ ]ntez est Ac cozmt——No latcr than the business day: 1mmed1ately preccdmg January l

and July 1, an amount to pay principal; redemption premium, if any; and interest on the bonds. The City
- is also rcqulrcd to-make:deposits'in"the Secoiid:-Lien Bonds” account to'meet other payment’ obllgatlons

- under thefmdenture authorlszI Sccond ‘Lien Parlty Bonds St T gy

Debt Service Rescrvc Account—For cach series, an amount equal to. thc’least of (1) the lnghest future

debt service requircment; (i1) 10% of the original principal amount, less original issue discount; or
~i(ii1) ' 125% of the averagé:annualidebt service requ1rement The rcqulred balance in th]S account was met

by the purchase of a surety bond. e e S EL

v SConstructidiiAccount—Proceeds of the Second Lien Bonds were deposited in this account for the

purpose of paying construction cost of projects as defined in the ordinance.

Sewer Rate Stabilization Account—Any net revenues remalnlng after plrov1d1ng sufficient funds for all
requlrcd deposits in the bond accounts may be transferred‘i6’the séwer rate stabilization ‘account upon
the d1rectlon of the City to be used for any lawful purpose of the Sewer Fund

s\;..,

F or accounts cstabhshed by ordinances with balances, the amounts as of December 31 2015 and 2014,
., areas fo]]ows (m thousands):

3 2014
it
3 Constmcthn B | P Nt ER I HT M B . $310,848
" Bond principal and interest P 821 2291 70,284
~Sewer rate stabilization 32,629 32,629
Total ' | 8340016 $413761

Sy

At December 31, 2015 and 2014, management was not aware of any 1nstances of noncompllancc with
thc above terms of the ordlnances' et AR B - Co
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LONG-TERM DEBT

-~ As of December 31, 2015 and 2014, long-term debt consisted of the Followihg (in thousands):

2015 2014

$109,998 Scrics 1998A Senior Licn Wastewater Transmission Revenuc Bonds

issucd March 18, 1998, duc through 2030; interest at 4.0% to 5.25% $ 35,168 $ 35,168
$73,100 Scrics 2001 Second Lien Wastewater Transmission Revenue Bonds

issued December 6, 2001, due through 2031; interest at 4.0% to 5.5% 58,575 62,095
$61,925 Serics 2004B Second Lien Wastewater Transmission Revenuc Bonds

issucd July 29, 2004, due through 2016; interest at 3.0% to 5.25% 16,185 29,400
$155,030 Series 2006A & B Sccond Lien Wastewater Transmission Revenuc

Bonds issued November 1, 2006, due through 2039; Scries A

interest at 4.0% to 5.0% (4.0% at December 31, 2036); -

Series B intcrest at 4.0% to'5.0% - 122,240 130,945
$167,635 Scries 2008A Second Licn Wastewater Transmlssmn Revenue Bonds

issued November 5, 2008, due through 2038; intercst at 3.5% to 5.5% 150,485 153,820
$332,230 Serics 2008C Second Licn Wastewater Transmission Revenuc Bonds :

(2004A Refundced) issued October 16, 2008, due through 2039;

interest rate; intcrest at 4.0% to 5.0% as of December 31, 2015 : 332,230 332,230
$275,865 Serics 2010A & B Second Licn Wastewater Transmission Rcvcnue

Bonds issued November 16, 2010, due through 2040; interest at 2.0% to 6.0% 266,105 269,135
$1,546 TMlinois Environmental Protection Agency Loan Agreement

signed May 28, 2008, due through 2027; intercst at 2.50% 1,027 1,101
$276,470 Series 2012 Sccond Licn Wastewater Transmission Revenue Bonds

issucd Scptember 13; 2012, duc through 2042; interest at 3.0% to 5.0% : 266,705. 271,660
$15,000 Illinois Environmental Protection Agency Loan Agreement . '

signed January 20, 2010, duc through 2031; interest at 0% 11,858 12,623
$17,812 Tllinois Environmental Protection Agency Loan Agreement

signed October 8, 2010, due through 2032; interest at 1.25% 15,763 16,590
"$17,564 Tllinois Environmental Protection Agency Loan Agreement

signed Scptember 22, 2011, duc through 2033; interest at 1.25% 15,952 16,763
$15,000 Tlinois Environmental Protcction Agency Loan Agreement -

signed October 2, 2012, due through 2034 intcrest at 2.295% . 14,400 15,000
$292,405 Scries 2014 Second Lien Wastewater Transmission Revenue Bonds -

issued September 22, 2014, due through 2044; interest at 3.0% to 5.0% 292,405 292,405
$87,080 Scrics 2015 Bonds issued October 19, 2015

due through 2039; interest at 2.59% to 6.04% 87,080

‘Total revenue bonds . . o 1,686,178 - 1,638,935
Add accretion of Series 1998 Capital Appreciation Bonds 54,194 49,615
Add unamortized net bond (discount)/premium 83,551 61,306
Less current portion (payable from restricted assets) (46,427) (39,837)
Long-term portion-—-nct $1.777,496 $1,710,019
_25.



During the years ended December 31, 2015 and 2014, long-term dcbt changed:as follows:(in thousands):

Balance - .. R . Balance - . . Due within
January 1, December 31, One
2015 Additions Reductions 2015 Year
Revenue bonds R _$l 638,935 . ,$ 87.081 .$_,('39_,83‘7)i $1,686,179 . $46,427
Accretion of series 1998 capital . B DT,
apprecumon bonds o 9 615 . 4 578 e 54 193(
Unamortwe'_d_net discount/premium S 61 306 26 735__;_ _ (4,,490)\ .. .83,551
Total revenue bonds R ?$1 749856 o 3118394 ,_$(44327) $1823923..  $46427
©o- Balance".. DN .o ‘~Balance: ... Due within
January 1, - NI R P . .. December 31, One
RIS 2014 Additions Reductlons.n' 102014 - Year
Loady Y I R R I ST IEI LS TIPS T N S S
Revenue bonds e 81, 369 459 $307 405' : (37 929) $1,638,935 - $39,837
Accretion of series 1998 capital i #+ arewnfi e o anen B L P T S O S 1 R
appreciation bonds B i 45 27’7 TR X 343'- RS st 49615
61,306

Unamortizeéd net discount/premium L 34 706 . .- 29 792

s e e

-”$®ﬁ4§£565r $39,837"

h$341540=f”

ey

L e,

Total révenue bonds

Intcrcst expense includes amortization,of;the: loss on- bond et dmg for, .2015 and 2014. of $4 2 million;
less amortization of net bond discount/premium.of $4.5 :million:and :$3.2. million,respectively; and
accretion of Series 1998 capital apprccratlon bonds of $4.6million and $4:3¢ mllllon respcctrvely

PR MR UH L

. As defined in the ordinances, net reventies are pledged for the [paym ".t of prmmpal_and mterest on the
~bonds. The ordinances rcquire that nct. revenues aval _ble for bonds equal 115% of the semor lien debt
- service requirement and that net revenues avarlablc for bonds equal the sum:of 100%. of the.aggregate
annual scnior lien debt service rcqulrement and=100% of.the aggregatc annual second lren debt service
requircriént. The above requrrcments were met for 201 5 and 2014 R

Rate Increasés—Scwer service rates are sct by ordmancc The sewcr servrce charge is, cstabllshcd in an
amount designed to pay the costs of Sewer Fund operations. and caprtal 1mprovements 1ncludmg any
related debt service. During 2015 and 2014, the charge for sewer service was increased and was an

-~ amount equal-to 100% of the gross amount charged for water service, whethersuch:water service is

metered or nonmetered. The rate charged for water was increased and was $28 52 pcr 1 000 cubic fect
and $24 80 per 1,000 cubic feet during 2015 and 2014; rcspectrvely '

Issuance of Debt—ln October 2015, the City converted $332.2 mlllron outstandlng ‘of the Series 2008¢
Second Lien-Wastewater Transmission Revenue Bonds to fixed rate Bonds at a,premium. The bonds
"have intcrest rates ranging from 4.0 percent to 5.0 percent and maturity dates ranging from January 1,
2017 to January 1, 2039. The net proceeds of $357.0 million will be used to pay the mandatory tender
prices of the Series 2008¢ bonds ($332.2 million) and to fund debt service reserve ($24.8 million).

Second Lien Wastcwater Transmission Revenue Bonds, Series 2015 ($87.1 million) were sold at par in
October 2015. The bonds have interest rates ranging {rom 2.591 percent to 6.042 percent and maturity
dates from January 1, 2018 to January 1, 2039. The net proceeds of $86.4 million were used to refund
the line of credit notes used for the swap termination ($70.2 million), to fund debt service reserves
($10.5 million), and to fund capitalized interest $5.7 million.



Following is a schedule of debt service requirements to maturity (in thousands):

Years Ending Total Debt
December 31 Principal Interest Service

2016 $ 46,427 $ 77,342 $ 123,769
2017 46,988 81,654 128,642
2018 51,446 79,480 130,926
2019 53,904 77,059 130,963
2020 : 49,530 81,862 131,392
20212025 277,590 380,106 657,696
2026-2030 294,083 333,145 627,228
2031-2035 377,695 188,511 566,206
2036-2040 386,755 77,241 463,996
2041-2044 101,760 8,678 110,438
Total $1,686,178 $1,385,078 $3,071,256

Derivatives

Pay-Fixed, Receive-Variable Interest Rate Swaps:

Objective of thc Swaps—In order to protect against the potential of rising interest rates, the Sewer Fund
has entered into various separate pay-fixed, receive-variable interest rate swaps at a cost less than what
the Sewer Fund would have paid to issue fixed-rate debt.

Changes in Fair Value December 31, 2015 . ..
Governmental Activities Classification Amount Classification Amount Notional
Cash flow hedges—pay-fixed o
interest rate swaps Deferred outflow Deferred outflow
of resources $(71,861 of resources $ - $ -

During 2015, the city terminated the swap associated with series 2008¢ second licn wastewater
transmission variable rate revenue refunding bonds; the termination payment amounted to $70.2 million.



5.  UTILITY PLANT

+7% During the years ended December 31, 2015 and 2014, utility plant changed as follows (in'thousands):

oy 11 Utility plant not dcpre(.mtcd

- .. +. Landand, land rights

N Constructlon in, progress
G e

e

Totz'z}'ut_i l'itil blant not de})i‘_éuziit_ed

TR T e
©.. 0 Utlity plant bemg, deprccmted
2.l Facilities and structures :

Furniture and equipment

Total utility plant being depreciated

Less accumulated depreciation:
Facilitics and structures
Furniture and equipment

Total a(.(.umulalgd depru,mtxon R

T L s s I L T o P T ST AT

Utlhty plant bcmg depreuated—net

Uullty plant-=-net -

e

Utility plant not depreciated:
Land and land rights
anst;'u_g:t_i_(_)p i!r} Jprogress

Total utility plant not depreciated
Utility plant being depreciated:
Facilities and structurcs
Furniture and equipment
Total utility plant being depreciated
Less accumulated depreciation:
Facilities and structures
Fumiture and cquipment
Total accumulated depreciation
Utility plant being depreciated—net

Utility plant- -net

-28 -

oy
i

Balance Disposals Balance
- January 1, and ' December 31,
2015 Additions Transfers’ 2015
$ 560 0§~ $ -, $ 560
25,703 96,776 (30,140, . 92,339
26263 _ 96776  _(30,140) 92,899
2,462,714 224777 (15983) -
32,196 (1, 621)
2,494,910 224,777 (17, 604) 2,702,083
- (474,136) (35,414) e ~ - (509,550)
C'(21,817) (2,017 1,561 (22,273)
- (495,953)-+ - (37,434)¢ ¢ 1'561"5 (331 823)
»(" PRI TR TR RIS R R &
-1.998,95%:;. -+ -+ 187,346;- - 1:(16, 043) ) 2 170 260
wnr0 $2;025,220 $284.,122 $(46.183)  $2,263,159
RO T PR TEV R TR AT T
Balance _ Disposals . Balance
January1 _ N and ' December 31,
2014 Additions ~Transférs © 2014
$ . . 560 H "_$1;_‘ i S (R -8 560
16,294, _ 25,703 _(16,294) 25,703
16,854 25,703 (16,294) 26,263
2,252,341 267,317 (56,944) 2,462,714
32,742 1,409 . (1,955) 32,196
2,285,083 268,726 (58,899) 2494910
(442,064) (32,072) (474,130)
(21,545) (1,989) 1,717 (21,817)
(463,609) (34.061) 1.717 (495.953)
1,821,474 234.665 _(57.182) 1.998.957
$1,838.328 $260.368 $(73.476)  $2.025,220




PENSION PLANS
Genceral Information about the Penéion Plan

Plan Description—Eligible Sewer employees-participate in one of two single-employer-defined benefit
pension plans (Plans). These Plans-are: the Municipal Employces’ Annuity and Benefit Fund of Chicago
(Municipal); and the Laborers’ and-Retirement Board Employces’ Annuity and Bencefit Fund.of Chicago
(Laborers’). Plans are administered by individual retirement-boards of trustecs comprised of City

" officials-or.their designees and of trustees elected by plan.members. Certain employees of the Chicago

. Board-of Education participate in the Municipal Employees’ Fund or the Laborers’ and Rctirement
Board Employees’ Annuity and Benefit Fund. Each Plan issues a publicly available financial report that
includes financial statements and required supplementary mformatlon that can be obtained at
www.meabf.org and www. labfchlcago org. : :

: Benef Is. Provzded———The Plans prov1de rctlrement dlsablllty, and death benefits as establlshed by State
law. Benefits generally vest after 10 years of credited service. Employces qualify for an unreduced
retirement age minimum formula annuity based on a combination of years of service and age of
retirement. Employees may also reccive a reduced retirement age minimum formula annuity if they do
not meet the age and service requirements for the unreduced retirement age annuity. The requirement of
age and service are different for employees who became members before January 1, 2011, and those
who became members.on or after January ‘1, 2011. The annuity is computed by multiplying the final
average salary by a percentage ranging from 2.2 percent to 2.5 percent per year of credited service. The
final average salary is the employee’s highest average annual salary for any four consecutive years
within the last 10 years of credited scrvice for participants who becameé members before January 1, 2011
and any eight consecutive years within the last 10 ycars of credited service for part1c1pants who became
" members on-or after January 1, 2011. -

Benefit terms provide for annual adjustments to.each employee’s retirement allowance subsequent to the
employees’ retirement date. For participants who became members before January 1, 2011, the annual
adjustments for Municipal and Laborers are 3.0 percent, compounded, for annuitants born before 1955
and 1.5 percent, simple, born in 1955 or later. For participants that first became members on or after
January 1, 2011, the annual adjustments are cqual to the lesser of 3.0 percent and 50 percent of CPI-U of
the original benefit.

" Contributions—Historically State law required City contributions at statutorily, not actuarially,
determined rates. State law also requires covered employces to contribute a percentage of their salaries:
The City’s contribution was calculated based on the total amount of contributions by employees to the
Plan made in the calendar year two years prior, multiplied by 1.25 for the Municipal, and 1.00 for the
Laborers’. The City’s contributions are budgeted in the same year as the applicable levy year for the
property taxcs funding the contributions. The City’s contributions are then paid to thc pension funds in
the following year (which is when the lcvy property taxes are collected and paid to the City by the Cook
County Treasurer). :

The City’s contributions to Municipal and Laborers’ are determined pursuant to the formulas set forth in
the lllinois Pension Code (the Pension Code). Pursuant to Public Act 098-641 (P.A. 98-641), the City’s
contributions to Municipal and Laborers’ werc scheduled to increase beginning in 2015; however, in
July 2015 the Circuit Court of Cook County (Circuit Court) determined P.A. 98-641 to be
unconstitutional. As a result of such dctermination by the court, the provisions of the Pension Code
governing the City’s contributions to Municipal and Laborers’ have reverted to the provisions in eftect
prior to the enactment of P.A. 98-641. Furthcrmore, in March 2016, the I1linois Supreme Court upheld
the ruling made by thc Circuit Court. '
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The contribution to both pension plans from the Sewer Fund was $4.4 million for the year cnided
Dccember 31, 2015.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
o =Rc_sou'rces Related to Pensions—At:December 31,2015, the Sewer Fund teported a liability 'of
" $663:9imillion for its proportionate sharé 6f the net pension liability: The net:pcnsion-liability-was

=+t - measured as:ofiDecember: 31, 2015;:and the total:pension:liability- used toicalculate:the net peérsion

‘liability.was:determined by an actuarial valuation‘as of that'date:!The Sewer Fund’s proportion of the net
i'p‘c:nsion liability was determincd:based:on: the rates:of" budget'e’d Sewer. Fund’s salarics within each

o correspondmg pens1on p]an to-the’ total budgeted salanes At Dccember 31, 2015 the Sewer Fund’

i ; v o : : Do
Changes 1n benefits and actuarra] assumptlons As d1scussed_.above PA, 98 064'1n (Was -det_e_r_mjned to be
unconstitutional resulting in changes in the discount rate caused by a change in the required funding

- p'(")lic'y"and' changes in benefits for:the participants ofithe Municipal and-Laborers?: pension. plaﬁs which
~include restormg full automatrc annual'mcrease and changes' in lhe retirement:age for certain:-
part1c1pantsu! ST B 4

i SR 1S P A BT N Y e tTA R I

e

,.”; ot

fnve i ot sivgo sl i -==f';rn Ui TE gy

The change in:the d1scount Tate. assumptron 1ncreased the Sewer Fund’s: allocated share: of the net
-+ pension liability by. $170:4:million for Municipal and $142.5- million: for:Laberers:This impact:is bcing
+:amortized;into:expense over a five:year period for Municipal and:a four year.period: for Labor’ers’. The
"change in-benefits'increased:the:Sewer Fund’s_allocated share of-thesnet: pension‘ liability:by:. =
1¢.$41:9 million:for-Municipal and $46.5 million for Laborers Th1s 1mpact is recogmzed as: alport1on of
pens1on expense for 2015in its cnt1rety R A A TR :
4wt R R TS TE S TR SR T AL Lt enee s et T s iy Ly
For the year ended Decembcr 31 2015 the Sewer Fund recogmzed:pensron expcnse of $187 6: mllhon
~At December-31;.2015; the Sewer.Fund:reported:total deferred outflows ofiresources .of $253.1: million
and deferred inflows of resources 0f'$5:7 million. related to pensrons from the followmg sources:

Mumclpaln (dollars 1in. thousands) .: - B -
! T‘T T 1 L L0 T LR R VIR P e e L, i N
" Deferred . Deferred
Outflows of Inflows of
- Resources  Resources

G MR R e e

:Drfferences betwéen,'i_e!)'rlf)el:l_te‘d aln'd_ zictual e_xpe_rience Sl l ;$ A $1,719
L sumptions . " B o 136,319 o
Net d1fference bétween prOJectcd and actual eammgs R oo '
on pensron plan mvestments o 3,883
' 'To‘tar e R S ' ' ' $ 140,202 $1,719
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Amounts reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in pension expense as follows:

-Year Ended
December 31:

- 2016 : . $34,621
2017 34,621
2018 : . . S 34621
2019 34,621
2020 : : :
Thereafter

. Laborers’ (dollars in thousands): .

Deferred Deferred
Outflows of Inflows of
Resources Resources

o D1fferences .between expected and _ac;ual experience $ - $ 3,962
n :Changes of assumptions, .. ." 7, . 101,103, ..
Net difference between prOJected and actual earnings :
on pension plan investments : - 11,800 .
Total - $112,903. ; - $3,962

Amounts teported as deferred outflows of resources and deferrcd inflows of resources related to
pensions w1ll be recognized in pension‘cxpense as follows: : :

Year Ended

December 31:

2016 ' P 11 $42,690
2017 ‘ 42,690
2018 20,611
2019 ' 2,950
2020 : - .
Thereafter

Actuarial Assumptions—Thc total pension liability in the December 31, 2015 actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the
measurement:

Municipal

Employees’ Laborers’
Inflation 3.00 % 3.00 %
Salary increases 4.5 %-8.25 % | (a) 3.75 (b)
Investment rate of return 7.50 (c) 7.50 (d)

(a) Varying by years of service

(b) Plus a service—based increasc in the first 15 years
(c) Net of investment expense

(d) Net of investment ¢xpense, including inflation
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. Long-Term Expected
< R : : Targét Allocation -|'["Real Rate’of Return
" |[Asset’Class - - Mumcupal Laborers’ | J Laborers

PR RN N SN ’" 10T Wit )
..(Doméstic equity 26.0 %| - 22.0°%| [ 4.90°%] i 5.90 %

_[(Non U.S. equity 13.0 7.90

<¢|Globalteqlity’ 14.0 I 6.50
International equity 22.0 5.00

stFixedvincome oy 5o, it boren e cwawesln 27000501600 L | e 022000 5] L 2.60

Hedge funds avridioen oenlos 10 O,x L 080, . ] 3:00,,1.]1.:3.80
_|Private equity 5.0 . 8.60

Private markets 11.0 nokaf sl 6.90

GAA 8.0 1 ansaf s 4.70

Real estate 10.0 6.0 6.00 4.40

o, 13| Risk parity _ 2.0 sl 5.00

~ |Total 100.0 %| 100.0 %

‘Mortality rates were -based on the RP-2000 Health Annuitant Mortality T_e;ble for Males:or Females, as
appropriate for Municipal and Laborers”. . e :

The mortality acluarial assumptions used in the December 31, 20135 valuation were adjustcd based on
the results of actuarial cxpcrlencc study for the period: SR

o Mimicipal—January 1, ”005—December3l 2009.

.-'-Laborcrs —January 1, 2004—December 31, 2011

_’_(

The long term expected rate of return on pension plan investments was determined usmg. thc ‘building-
block method in which best-estimate ranges of cxpected future real rates of return (expected returns, net
of pension plan investment expense and inflation) are developed for each major assct class. These ranges
are combined to produce the long-term expected rate of return by!weighting the:¢xpected. future real

. Fates of retu}rn by the target asset allocation percentage and by adding expected inflation. The target
allocatlon and best estimates of arithmetic real rates of return for each major asset class are summarized

the foug’v%/f’ng table:

Discount Rate

Mumclpal—Thc dlscounl fate used to measure lhc total pensmn 11ab111ty was 3. 73% This Smglc

o Dlscount Rate was' bascd on an expectcd rite’of feturn’ on pension p]an mvestments of 7'5-percent and a

municipal bond rate’of 3.6° perccnt (baséd-orni ‘the Bond Buyér 20- Bénd IndéX of general obligation
municipal bonds as of December 31, 2015). The projection of cash flows used to detérmine-the discount
rate assumed member contributions will be made at the current contribution rate and that employer

. ..contributions w1ll be made at the 1.25 multiple of member contributions from two years prior. For this
* purpose, only cmployer contributions that are intended to fund benefits of current plan members and

- their beneficiarics are included. Projected employcr contributions and contributions from future plan
members that arc.intended to fund the service costs of future plan members and- their beneficiaries are
not'included. Based on those assumptions, the pension plan’s fiduciary- net position was not projected to
be available to make all projected future bencfit payments of current plan members. The projected
benefit payments through 2023 were discounted at the cxpected long-term rate of return. Starting in
2024, the projected benefit payments were discounted at the municipal bond rate. Therefore, a single
equivalent, blended discount ratc of 3.73% was calculated using thelong-term expected rate of return
and the municipal bond index.

1
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Laborers’—A Single Discount Rate of 4.04 percent was used to measurc the total pension liability. This
Single Discount Rate was based on an expected rate of return on pension plan investments of 7.5 percent
-and a municipal bond ratc of 3.6 percent (based on the Bond Buyer 20- Bond Index of general obligation
municipal bonds as of December 31, 2015). The projection of cash flows used to determine this Single
‘Discount Rate assumed that plan member contributions will bc made at the current contribution rate and
that employer contributions will be made at rates equal to the difference betwecn statutory contribution
rates and the member rate. Based on these assumptions, the pension plan’s fiduciary net position and
future contributions were sufficicnt to finance the benefit payments through the year 2027. As a result,
the long-term expccted rate of rcturn on pension plan investments was applied to projccted benefit
payments through the year 2027, and the mumc1pa1 bond ratc was applied to all bencﬁt payments after
that date.

Sensitivity of the Sewer Prop()rrzonate Share of the Net Pension Liability to Changes in the Discount
Rate .

Municipal—The following presents the Sewer’s allocated ‘sharc of the net pension liability as of .
December 31, 2015, calculated using the discount rate of 3.73 percent, as well as what the net penswn
liability would be if it were calculated using a discount rate that is 1 perccntage pomt lower

2.73 pcrccnt) or |1 percentage point highcr (4.73 percent) than the current ratc:

(dollars.in thousands)

Current
Net Pension Liability December 31, 2015 1% Decrease Discount Rate 1% Increase
Municipal discount rate , 2.73 % 3.73 % 4.73 %
Municipal liability $434,365 °  $364,150 $306,610

Laborers’—The following presents the Sewer’s allocated share of the net pension liability as of
December 31, 2015, calculated using the discount rate of 4.04 percent, as well as what the net pension
liability would be if it were calculated using a discount rate that is 1 percentage point lower

(3.04 percent) or | percentage point higher (5.04 percent) than the current rate:

(dollars in thousands)
Current
Net Pension Liability December 31, 2015 1% Decrease| Discount Rate | 1% Increase
Laborers’ discount rate 3.04 % 4.04 % 5.04 %
Laborers’ liability ‘ $365,562 $299,722 $245,750

Pension plan fiduciary net position. Dctailed information about the pension plan’s fiduciary net position
is available in the separately issucd Pension Plan’s financial report.
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7. OTHER POSTEMPLOYMEN] BENEFITS (OPEB)—PENSION TUNDS

'Thc Pensnon Funds also contrlbute a portton of the C1ty 'S eontrlbutlon as subsndy) toward the cost for
- each of their.annuitants to participate in the City's:health benefits plans, which include basic:benetfits for
- . eligible annuitants and their.dependents and supplemental benefits for'Medicare cligible annuitants and
+ . their dependents: The amounts below represent the:accrued:liability -of the:City’s pension-plansirelatcd

. ~to their own annuitants and the: subsndy p'nd to: the C1ty (see scctlon c) The plan 1S fmanced on:a pay as
. you, go ba51s (dollars in thousands) A = N IS

~

REIT PRI I . P

. ,_.'_ Annual OPEB Cost and Contrlbutlons.Made

For Flscal Year Ended December 31, 2015

fo -

..|.Municipal |

Laborers’.|

_ Total

Contribution Rates City: A portion of the City’s employer contribution to the Pension Funds is

v s

. |_used to finance the health msurance supplement benefit

payments. ...

| [Annifal fequited contribution’

: $ --9’21.-74. —

.. $.-.2,402 B

“$11.576

TrtGrEst on Tet:OPEDB OBligation *" /= '~ 7 <1 5 [T 2406 | 2 200" 772,615
Adjustment 10 aRnUa] Tequired Contribution. ~ 1 - [ 71(27,381) |1 (2,376) | _(29,707)

T Athual OPEB cost (gain) (15,751) 35| (15516)

"' [Contributions hade T[R4l | Zi5% | 10645

woeT € A

Dccrease n net OPEB obhgatxon

(24’.2215) -

IO

(26,161)

|, |[Net OPEB obligation—beginning of year, 23486 | 4649 | 58135
[Nt OPEB Shiiation—end of year B RPN ST
AN RV S -
[S%or4 FINVASE SETN - o ¥ = U ‘4




Actuarial Method and Assumptions—For the Pension Funds” subsidies, the actuarial valuation for the
fiscal year ended December:31, 2015 was determined using the Entry Age Normal actuarial cost
method: Projcctions of benefits for financial reporting purposes are based on the substantive plan (the
plan understood by the employcr-and plan members)-and included the types of benefits provided at the
time of each valuation and the historical pattern of sharing of benefit costs between the employer and
plan members to.that- point. The actuarial method and assumptions used include techniques that are
designed to reduce the cffects of short term volatility in actuarial accrued liabilitics and the actuarial
value of assets, consistent with the long term perspective of the calculations.

' Municipal Laborer,s’
7 Actuarial valuation date | N , - 12/31/2015 12/31/2015
:Acmafial- éost metho:cl.. ~ | . : Entry age normal Entry age normal
Amortization method i Level dollar h Level dollar
Remaining amortization method _ 1 year closed 1 year closed
__:Asset_ yaluation;)rr_u;thod . _ No assets - . No assets

' (Pay'—as-ypu—go). (Pay-as-you-go)

Actuarial assumptions:
OPEB investment

Rate of return @ o ' ' 4.5 % L 4.5 %
. Projected sgllaxy increases 30%. ... 3.0%

Inflation

Seniority/merit (b) ©)

Healthcare cost trend rate ¥ : % .. %

@ Compounded annually '
® Service-based increascs cquivalent to a level annual rate of increase of 1.4 percentage
© Service-based increases equivalent to a level annual rate of increase of 1.9 pcrccntagc
@ Trend not apphcable—ﬁxed dollar sub51dy Coe

Annual % of Annual Net

OPEB OPEB = OPEB
Year Cost Obligation  Obligation
Municipal : : 2013 $ 13,389 71.01 % 75,637
2014 (13,100) 53,486
2015 (15,750) - 29,244
Laborers’ 2013 3,009 83.67 6,442
2014 567 416.04 4,649
2015 235 917.15 2,730



-

-+ Actuarial valuation$ of an'ongoing:plan involvc estimates-of the:value of reportéd-amounts .and
.assumptions about the probability ‘of.occurrence of évents far into-the future: Examples:include
‘i nassumptions:about future employment; mortality,-and the hcalthcare: cost trend:: Amounts détermined
.. regarding:the funded status of the planiand thc-annual rcquired ‘contributions.of the: employer are subjcct
* to:continual revisions-as the results are compared withrpast expectations .and new estimatcs are madc
. about.theifuture.;The schedule of funding progress,.présents, as réquired; supplemcntary 1nformatron
iz following; the notes to thc financiak statements: (dollars'rn thousands unaudrted) UTINFH IS

NI EEIT IS g
PR Pav

Unfunded

<5 i F Actuarial (Surplus)
Accrued AAL as a
. Actuarial  Liability Unfunded vty e _il‘\’f’ercentage
o Actuarial  Value of (AAL) (Surplus) Funded ~''*'* Covered '’ of Covered
Valuation Assets Entry Age UAAL Ratio Payroll Payroll
T TENESL FCEE i 1) Date (a) (b) (b-a) (ab) ... ) . {(b-a)c)
.1 .. j-Municipal Emp]oyecs .1 12/3172015  § - $8,147 $8,147 $ - 51,643,481 . 050 %
“ MLaborers? 12312015 2,133 2,133 T 5043 1.04

LR T L YRS U

“"Otlier Post Employmént Benefits—City Obligation

Up to June 30, 2013 the ‘annuitants who retired prior to July 1, 2005 réceiv ed’4'55 pércent subsidy from
‘the City and the annurtants ‘who retired on or after July 1, 005 received a 50, 45, 40 and zero percent
subsidy from the City'based on the annuitant’s length of actual cmployment w1th the City for the-gross
cost of retiree health care under a court approved settlement agreement, known as thé “Settlemcnt Plan.”
The pension funds contributed their subsidies of $65 per month for each Medrca ellglb]c annuitant and
$95 per month for each Non-Medicare cligible annuitant to their gross cost. The annuitants ‘contributed a
total of $104.4'rhillion in 2015 to the gross cost of their retirec health!éaré pursuant to premrum amounts
sct forth in the below referenced settlement agreement.

Thc City of. Chicago subsidized a portion of the cost (based upon'service).for. hospital"and medical
coverage for eligible retired employees and their dependents based upon a scttlement agrccment entered
in 2003 and which cxprrcd on June 30, 2013 T TAN I VI PM

T

On May 15 2013 the C1ty announced plans to among other thrngs (1) prov1dc a hfetlme hcalthcarc

plan to former cmployecs who retired before August 23,1989 with;a contribution-from. the City of up to

55% of the cost of that plan; and (ii) beginning July 1, 2013, provide employces who retired on or after
-, 7August 23¢1989,with healthcare benefits in a new Retiree Health Plan (Health Plan), but with
“significant:changes to thetériiis including increases in premiums and deductibles, reduced benefits and
-rothe phasesotitiof the Health™Plan for such-émployees by December 31, 2016.

[

" * The cost of*héalth benefits is rccognm,d as an expendlturc in the accompanying financial statements as

clarms are reported and ‘are fiinded on a* pay as-you-go basis. In 2015, the net expense to the City for

: -‘-'provrdmg thesc benefits 1§ dpproxrmately 22,697 annuitants plus their dependents was approximately
$44 0 mllllon

Plan Descrlptlon Summary—The City of ‘Chicago was party to a writtcn legal settlement agreecment
""outlining the provisions of the | Settlemerit Plans which cnded June 30, 2013. The Health Plan provides
for annual modifications to the City’s level of subsidy. It is set to phase out over three years, at which
the Health Plan, along with any further City subsidy, will expire by December 31, 2016, for all but the
group of former employees (the Korshak class of members) who retired before August 23, 1989, who
shall have lifetime bencfits. Duty Disabled retirees who have statutory pre-63/65 coverage will continue
to have fully subsidized coverage under the active health pian until age 65.
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The provisions of the Health Plan provide in general, that the City pay a percentage of the cost (based
upon an cmployec’s service) for hospital and medical coverage to cligible retired employees and their
dependents for the specificd period, ending December 31, 2016. The percentage subsidies were revised
to reduce by approximately 25 percent of 2013 subsidy levels in 2014 and 50 percent of 2013 subsidy
lcvels in 2015, and 75% of 2013 subsidy levels in 2016.

In addition, State law authorizes the two respective Pension Funds (Municipal and Laborers’) to provide
" afixed monthly dollar subS1dy to cach annuitant who has elected coverage under any C1ty health plan
""through Décémber 3172016, After that date, no Pension Fund subsidies are authorized. The liabilitics for
the monthly dollar Pension Fund subsidies contributed on behalf of annuitants enrolled in the medical
plan by their respective Pension Funds are included in the NPO actuarial valuation reports of the
respective two Pension Funds under GASB 43.

Funding Policy—No assets are accumulated or dedicated to funding the retirge health plan benefits.

Annual OPEB Cost and Net OPEB Obllgatlon—The C1ty s annual other post employment benefit
(OPEB) cost (expense) is calculated based on the annual requ1rcd contribution of the employer (ARC).
The ARC (Annual Required Contribution) represents a level of funding that, if paid on an ongoing basis,
is projected to cover the normal cost each year and to amortize any unfunded actuarial liabilities over a
per1od of ten years

' The followmg table shows the components of the City’s annual OPEB costs for the year for the Plans,
the amount actually contrlbutcd to the Plans and changcs in the Clty s net OPEB obl1gat1on to the
retiree Hcalth Plan. The Net OPEB Oblzgatzon is thc amount entered upon the City’s Statement of Net
Position as of yéar-end as the nct llab1l1ty for. the other post- employment beneﬁts—the Health Plan. The
amount of the annual cost that is recorded in the Statement of Changes in Net Position for 2015 is the
Annual OPEB Cost (expense).

- [Annual OPEB Cost and Contributions Made
(dollars in thousands) ' K
2015 2014
Health Plan Health Plan
Contr1but10n rates
. ’Clty T T T T T T By AT o0 50 [ Pay a8 you 20
Plan members’ : N/A N/A
Annual required contribution - $106,723 $128,625
Interest on net OPEB obligation 5,326 5,795
Adjustment to annual required contribution (20,209) (21,988)
Annual OPEB cost ' 91,840 112432
Contributions made 96,551 128,061
Decrcase in net OPEDB obligation (4,711) (15,629)
'th OPEB obllgatlon—bcgmnm;:, of year 177,562 193,191
lNet OPEB obligation—end of year - $172.851 $177,562




The City’s-annual OPEB cest, the percentage of annual. OPEB cost contributed to. the plan, and the net
OPEB obl1gatlon for fiscal year ”01 5, 2014 and 2013 are as follows (dollars in. thousands)

..: Schedulemféontnbuﬂons, B e A ,.. -
OPEB Costs and Net Obllgatlons C O . i RN e
s T e ... | . Percentageof . .
o .a|FiscalYear,, " |" Apnual |  Annual OPEB_ | Net OPEB
. JEnded =, b . OPEB Cost | Cost Contributed .| Obligation
21RO T o T T [ $91840 1 . | 105.1%]|. [ $172,851
C12/31/2014 7 T T e e 23 T 13,9 T T 177,562
12/31/2013 C 1170660 T ] 11806 T 71193,191

Flindéd Stitiis 4nd Fuliding Progress—As 5f Tanudry 1; 2015, the most ¥ecerit adtuarial valuation
_ date, the actuanal accrued liability, f for beneﬁts was $780.6 million all of Wthh was, unfunded ,The

Tyt

h covercdpayroll '(annual payroll of actlve employees cd‘vefred by the plan) was approx1ma ely_ -

I

At aal VhlAtiGng OF an ‘ongoin: g plan ihvolVe' estlmates of thc Valite! of rcporte ' s

assumptions about thc probability of occurrence of cvents far into the future. 'Examples néludé

.. assumptions about future employment, mortality, and the healthcare cost trend. Amounts dctcrmmcd
) PR O 2 .Ofthm'f)'u. ol i IR A S

followm_g‘ the notes to' the ﬂnanc1al’statements (dol.]ars'm thousands unaudltcd).
AN l‘)} [ YA r’l' dd 10 MR ( 0 FH DSOS 2 ,”.l'. RN I I

Unfunded“‘ ARSI "‘ IR\l
Actuarial Actuarial as a
Actuarial Actuarial | tAccrued:i|ti:Accrued-* | 0 Loaali|aao Ul ndura | /Percentage
Valuation Value of Liability Liability Funded:|csiCoveredii-afnof Covered
Date - Assets (AAL) (UAAL) Ratio Payroll Payroll
‘e 128172014, 70 s - $780,637 £780,637 - %| $2,487,787 314 %
12/31/2013 964,626 964,626 2,425,000 398
TN

Actuarlal Method. and Assumptions—Projections ot benefits for financial repoitlng purposcs are
based on the substantlve plan (the plan understood by the employer and plan.members) and included the
types of benefits provided at the time of cach valuation and the historical pattern of sharing of benefit
 costs between’ the'employer and plan members to that point. The actuarial method:and. assumptions used
include techniqués that are designed to reduce the cffects of short-térm volatility in:actuarial accrued
liabilitics and th¢iactuarial value of assets, consistent with the long term. perspective of the calculations.




For the Health Plan benefits (not provided.by thc Pension Funds), the entry age normal actuarial cost
method was used. The-actuarial assumptions included an annual -healthcare cost trend rate of 8.0%
initially, reduced by decrements to an ultimate ratc of.5.0%-in 2026. The range of rates included a 3.0%
inflation assumption. Rates included a 2.5% inflation assumption. The plan has:not accumulated asscts
and does not hold assets in a segregated trust. Howcver, the funds expectcd to be used to pay benefits are
~ assumed to bé& invested for durations which will yicld an annual return rate of 3.0%. The remaining
Unfunded Accrued Actuarial Liability is bcing amortized as a level dollar amount over ten years. The
‘benefits mclude the provisions under the new Health Plan, which will be completely phased out by
' December 31 2016, except for the Korshak catcgory, wh1ch is entltlcd to 11fet1me beneﬁts

Summary of Assumptions and Methods
Health Plan
2015 T . 2014
Ac_méfial_vdhlatioﬁ date . , ‘ ' .December 31, 2014 Decembef_3_l,:2013
Actuarial cost method Entry age normal Entry age normal
' Amortiz*itii_j_ﬁ method B '_ TLevel dollar, open Level dellar, open

Remaining amortization period L 10 years 10.years
Asset valuation method Market value . Market value
Actuarial assumptions:

Investment rate of return 3.0% ' 3.0%

Projected salary increases  ©~ |° - - 2.5% 25 %

Healthcare mflation rate 8.0 % mitial to 5.0 % in 2026 8 0 % mltla] to 5. 0 % in 2026

The OPEB beneﬁt information pertaining expressly to the Sewer Fund employees is not available as the
obligation is the responsibility of the general government. Accordingly, no obligation has been recorded
in the accompanying basic financial statements. Amounts for the City are recorded within'the City’s
government-wide basic financial statements :

RELATED-PARTY TRANSACTIONS

Included in operating expenses are reimbursements to the General Fund of the City and certain other
funds for services provided by other City departments, employce fringe benefits, and certain payments
made on behalf of the Sewcr Fund. Such reimbursements amounted to $227.6 million and $36.7 million
in 2015 and 2014, respectively.

COMMITMENTS AND CONTINGENCIES

The Sewer Fund has certain contingent liabilities resulting from litigation, claims, or commitments
incident to the ordinary course of business. Management expccts that final resolution of these
contingencies will not have a material adverse effect on the financial position or results of operations of
the Sewer Fund.

The Sewer Fund provides workers’ compensation benelits and employee health benefits under self-

insurance programs administered by the City. Such claims outstanding, including claims incurred but not
reported, are estimated and recorded as liabilitics in the basic financial statements.
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10. DEFERRED OUTFLOWS / INFLOWS OF RESOURCE'S" T

11.

Dccember 31 »-2015 and 2014 arc as tollows (m thouﬁands)

e oo+« |As Originally] o _ '
! : . t :| -Reported |. Adjustment | As Restated
AR (I T I T L T DUt N I MR R Y R L R P LT . s . bl L TS S . A
Total net position—January 1, 2015 $734,754 $("33 20__) $501472

Uninsured.claim.expenditures arid-liabilities are reported when it:is probable that a loss has occurred and
the-amount of that:loss can’be.reasonably estimated.. These losses.include an estimate for claims that
. thave been.incurred;ibut:not. rcported Chariges:in the claims: hablllty amount for the years ended

2015~ - 2014

. BalanceJamuary 1 ot 1ot or e $ 17374 816,784
Clarms 1ncurred on current and pnor-year events T ) 479 _ 12 996
Claims pa1d on'current and prior-year events’ ' ' (13 724) ( 12,406)

PSR PRSI ¥ S, syt ey aem
RO PR & anlaireags

Balance—December 31 s 55150 8 17374

nﬁ".!C nNc.o.t

" The Crty -purchases annulty contractsbfrom commercial i insurers to satisfy certain 11ab111t1es accordingly,
no. lrablllty is reported for those claims. Property and casualty risks for the Sewer Fund are transferred to
H omméréialinstters. Claims Ve not &x¢eéded the purchased insuraiice SovErage ifi the past three

. years. .

TG ou i THHvIon g 1ot LRI ey LD

At December 31, 2015 and 2014, the Sewer Fund entcrcd into contracts- w1th outstandmg commrtments

o'f'approxrmatcly $105:2 mlllrdn Snd'$113%6 million; respectively, for construction projects.

BETCN A S

......

"i. 1. l b '.e!il-‘r RS I Fapelte TR X
" (|n thousands) ' FY 2015 FY 2014

Deferred outflows ofresources AR T $253,105 " $ -

Accumulated decrease in fair value.of hedgmg derrvatlves o) 13,8200 89,905
’." = 'i: i 'l‘ Ry i ’1:”'_ :"li L ’ (R 1] 1 ;i :-'.' N N . . .

Total deferred outflows of resources : $266,925 $89,905
ol v e :'!-“'a", and raarae Loy o b P ) R
___Deferredmﬂows of resources: s .. i e |

=.Deferr,ed,mﬂ_ows UYL l Lot Sl erta g e T I $ (5681)

RESTATEMENT DUE TO IMPLEMENTATION Ol" NEW ACCOUNTING STANDARDS

During fiscal year 20135, the Sewer Fund 1mplementcd two new aecountmg standards GASB Statement

- No."68, ““Accouitirig'and-Financial.Reporting for:Pensions an-amendment of GASB Statement No. 277,
-revised:standardsiof accounting-and reporting.for:pension expenses-and liabilities as well as allowing for

the deferral of certain pension expense:elements. As.a result of implementing this statement, net position
was restated at January 1, 2015. The net position at January [, 2014 was not restated.as it was 'not
practical since the information was not available. The impact of these changes on the bcgmmnf, balances
reported in the financial statements is shown below (in thousands): '

* k %k %k % ¥
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REQUIRED SUPPLEMENTARY INFORMATION

CITY OF CHICAGO, ILLINOIS

SCHEDULE OF CHANGES IN THE NET PENSION LIABILITY AND RELATED RATIOS

Last Fiscal -Year (dollars are in thousands)

Municipal Employees’: 2015
Total pension liability
Service cost $ 226,816
Interest 909,067
Benefit changes 2,140,009
Differences between expected and actual experience (109,835)
Assumption changes 8,711,755
Benefit pay ments including refunds (826,036)
Pension plan administrative expense
Net change in total pension Jiability , 11,051,776
Total pension liability—beginning 12,307,094
Total pension liability—ending 23,358,870
Plan fiduciary net position
Contributions-emp loycr 149,225
Contributions-emp loy ee 131,428
Net mmvestment Income 114,025
Benefit payments including'rcfunds{ofemployee contributiondji -§ 1&: w4 j5= (826,036)
Administrative expenses (6,701)
Other
Net change in plan fiduciary net position (438,059)
Plan fiduciary net position—beginning 5,179,486
Plan fiduciary net position—ending ® 4,741,427
Net pension liability—ending @) ® $18,617,443
Plan fiductary net position as a percentage of the total .
pension hability 20.30 %
Covercd-cmploy ce payroll' $ 1,643,481
Employer’s nct pension liabilily 4s a percontage of
covered-employee payroll 1,133
Allocated net pension liability 364,150
1.96 %

Allocated percentage

*Covered payroll is the amount in force as of the valuation date and likely differs from actual payroll during fiscal y

car

Note:Beginning with tiscal year 2015, the City will accumulate ten years of data.

('Cqm inu_cd)




REQUIRED SUPPLEMENTARY INFORMATION

CITY OF CHICAGO, ILLINOIS

SCHEDULE OF CHANGES IN THE NET PENSION LIABILITY AND RELATED RA rIOS

Last Fiscal Year (dollars are in thousands)

i}
Laborers':

Total pénsion liability
Service-cost’
Intercst
Benefit changes :
Differences between expccted and actual experience
Assumptlon changes .
Benefit payments including refunds
Pension plan administrativc expense

Net change in total pension liability

Total pension liability—beginning

Total pension liability—ending @

Plan fiduciary net position
Contributions-cmployer
Contributions-employee
Net investment income
Benefit payments including refunds of employec contribution
Administrative expenses

Other
Net changc in plan fiduciary net position

Plan ﬁducmry net position—beginning

Plan ﬁducmry net position—ending ®

Net pension liability—ending (a)-(b)

Plan fiduciary nct position as a percentage of the total
pension liability

Covercd-employee payroll *

Employcr’s net pension liability as a percentage of
covered-employce payroll

Allocated net pension liability
Allocated percentage

Includes pension plan administrative expense.

2015

$ 38389
153,812
384,033
(46,085)

1,175,935 .
(152,530)

(3,844)
1,549,710

2,162,905

3,712,615

12,412

16,844
(22,318)
(152,530)
(3,.844)

(149,436)

1,388,093
1,238,657

$2,473,958

3336 %

$ 204,773

1,208.15 %

299,722
12.12 %

*s - . - - . . . .
Covercd payroll is the amount in force as of the valuation date and likely differs from actual payroll paid during fiscal year.

Note: Begmning with fiscal year 2015, the City will accumulate ten years of data.

(Concluded)



REQUIRED SUPPLEMENTARY INFORMA" FION
CITY OF CHICAGO, ILLINOIS

SCHEDULE OF CONTRIBUTIONS: - S s

: .Last Ten Years (dollars are |n thousands) _ iaiim i ool P

Municipal Employees’:
o Contributions in
Relation to the

Contributisns ‘as

;/a percentage of

Covered - -, -
Employee. .
-, Payroll:

1551973 179

Colad Actuarially Actuarially Covered
Years Ended Determined Determined Contribution Employee
December. 31, Contributions’ Contribution Deficiency | Payroll**

e RPN LR N JRTIRTHNPL R

$325914 $157,063 $l68 851 $1,475,877
343,123 139,606 203,517 o 1,564,459
360,387 146,803 213,584 1; 543 977
: 413,509 148,047 265,462
/ 483,948 154,752 329,196 1,541,388
611,756 147,009 464,747:1:0-- 721 1,605,993: -ii i vt
690,823 148,859 541,964 1,590,794
820,023 148,197 671,826 -15580,289:
839,039 149,747 689;292 1,602,978
677,260 149,225 527,975

1,643,481

" The funding method mandated by the Illinois Pension Code is insufficient to avoid insolvency, and without a change,

Thercfore, the Fund is projected to become insolvent within the next 10 ycars (during 2025). the actuarially determined contnbutlon 15 . ‘

compnscd of an employcr normal cost payment and a 30-ycar, level dollar amortization payment on the unfunded actuan

-

) crucd lnablllty

=C vcred payroll is the amount in force as of the valuation datc and llkc.ly dlffcrs from actudl payroll pald dunng ﬁscal year '

Contributions in
Relation to the

Actuarially Actuarially " Covered
Years Ended Determined Determined Contribution Employee
December, 31, Contributions’  Contribution Deficiency “Payroll **
2006 S 21,142 $ 106 $ 21,036 $ 193,176
2007 21,726 13,256 8,470 192,847
2008 © 7 17,652 15,233 2,419 216,744
2009 33,518 14,627 18,891 208,626
2010 46,665 15,352 31,313 199 863
2011 - 57,259 12,779 44,480 195,238
2012 77,566 11,853 65,713 198,790
2013 ‘ 106,199 11,583 94,616 200,352
2014 106,019 12,161 93,858 202,673
2015 79,851 12,412 67,439 204,773

* The LABF Stautory Funding does not conform to Actuarial Standards of Practice, therefore, the actuarially
determined contribution is equal to the normal cost plus an amount to amortize the unfunded liability using

dollar payments and a 30 year open amortization period.

Contributions as”
a percentage of
" ‘Covered
) Employee
Payroll

0.06 %
7.03
700 -
768
6.55
5.96
578

6.00
6.06

- Covered payroll is thc amount in- torce as of the valuation date and likely,ditfers from actual payroll-paid during fiscal year.
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REQUIRED SUPPLEMENTARY. INFORMATION"
CITY OF CHICAGO, ILLINOIS

SCHEDULE OF CONTRIBUTIONS:.. = - - NS

Actuarial Methods Municipal
_and Assumptions: Employees’ Laborers’
Actuarial valuation date 12/31/2015 (a) 12/31/2015

Actuarial cost method -
Amortization me.t_ho'q’]_. .

Entry agc normal

Level dollar, open

Entry age normal
Levcl dollar, open

Remaining amortization period 30 years 30 ycars
Asset valuation method 5-yr. Smoothed 5-yr. Smoothed
Market Market
Actuarial assumptions: .
Inflation _ 3.0 % 30%
Salary increases 45%825% (d) 3.75%
Investment rate of return 75 % (O 7.5 %
Retirement Age (h) OF
Mortality G) (k)
Other information Q) (m)

(b)

(©)

(e)
(8)

(a) Actuarially dctermined contribution amount is determined as of December 31, with appropriate interest to the middle of the year.
(b) Actuarially determined contribution rates are calculated as of December 31, which is 12 months prior to the end of the fiscal year

in which contributions arc reported.

(c) The statutory contributions are based on a multiple of member contributions from the second prior year.
The statutory contribution multiple is 1.00

(d) Varying by years of service.

(e) Plus a service-based increase in the first 15 years.

(f) Net of investment cxpensc.

(g) Net of investment expense, including inflation.

(h) For employees first hired prior to January 1, 2011, rates of rctircment arc based on the recent
experience of the Fund (adopted December 31, 2010). For employces first hired on or after January 1, 2011,
rates of retirement for each age from 62 to 80 were used (adopted Decemebr 31, 2011).

(i) Expericnce-based table of rates that arc specific to the type of eligibility condition. Last updated for the December 31, 2012,
valuation pursuant to an experience study of the period January |, 2004, through December 31, 2011.

(j) Post-retirement mortality rates were based on the RP-2000 Healthy Mortality Tables with mortality
improvements projected to 2010 using Scale AA. Pre-retirement mortality rates were based on
the post-retirement mortality assumption, multiplied by 85% for males and 70% for females.

(k) RP2000 Combincd Healthy mortality table, sex distinct, sct forward one year for males and setback two years for females.
No adjustment is made for post-disabled mortality.

(1) Other assumptions: Same as those used in the December 31, 2015, actuarial funding valuations.

(m) Notes: Benefit changes based on the provisions in effect prior to Public Act 98-0641 were recognized in the
Total Pension Liability as of December 31, 2015.

-

(Concluded)
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REQUIRED SUPPLEMENTARY:INFORMATION - PR
CITY OF CHICAGO, ILLINOIS «z,.-:{,.';-f:" '

SCHEDULE OF OTHER POSTEMPLOYMENT BENEFITS FUNDING:P PROGRESS

Last Three Years (dollars are in thousands)

Gt MY an WulLiUiati, L ke b

* ok k k ok k

,{cltyl'o' Chlcago‘ oiloedd oty ol iy ARSI A )
2013 12/31/2012 . 997,281 997,281 3
2014 L TY31I2013 T G606 1 9641626 - 425,00
2015 12/31/2014 780,637 780,637 7 1 T 1487 787

i Unfanded

o o Unfunded (Surplus)
e e e Actuarial Actuarial 'AAL-as a
Actuarial Accrued Accrued Percentage
o 2 Actuarlal Value Liability (AAL) Liability Funded Covered -of Covered
i ~"Valuation  of Assets Entry Age (UVAAL) Ratio Payroll “Pajyroll
‘ | Date’ (a) (b) (b-a) (ab) (&) T ((ba)ie)
Municipal Employees’ ot _
2013 12/31/2013 $ - 27,573 $ 27,573 - % $1,580,289- " - - 1._7_4 %
2014 - 12/31/2014 17,495 17,495 1,602,978 71.09°
o '2015 . '_12/31/2015i 8,147 8,147 1,643,481 -~ ' 0I50°
Laborer‘_s" did ST
2013 12/31[2013 7,074 7,074 - % 200,352 131539,
2014 "7 12/31/2014 4,593 . 4,593 202,673 ¢ 227
201? \ . 12/31/2015 ) L , 2,133 - 204,773 1.04
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Tine _, 2017

City of Chi"cago Tt : The Underwriters Listed
121 North LaSalIe Street ' o : o -

Chlcago, Illln01s 60602

Ama]gamated Bank of'Chicago, as trustee under
the Trust Indenture defiried below S

30 North-LaSalle'St. i '

Chicago, Illm01s 60602

- We ‘have examined a certified: copy of the record of proceedmgs of the C1ty of” Chlcago ‘(the
“City”), together with various accompanying certificates, pertaining to the issuance today by the City of
(@) $180;590,000 Second Lien Wastewater Transmission Reveniié Bonds; Project 'Series 2017A (the
“Series 2017A Bonds”), and (b) $215,485,000 Second Lien Wastewater Transniission Revenue Bonds,
Refundmg iSéries 2017B (the “Series 2017B Bonds” and; together with the Series 2017A Bonds, the
“Bonds”). The record of proceedmgs includes an Ordinance adopted by the City Council of the City on
January 13, 2016, providing for the issuance of the Bonds (the “Bond Ordinance”); a Trust Indenture,
dated as of June 1, 2017 (the “Trust Indenture”), from the City to Amalgamated Bark of Chicago, as
trustee (the “Trustee”) providing for the issuance of the Bonds, a Determination Certificate of the: Chief
Financial Officer of the Cify pursuant to the Bond Ordinance establishing certain terms of the Bonds and
filed with the City Clerk pursuant to the Bond Ordinance (the “Determination Certificate”), and -
certificates’ of officers of ‘the City, the Trustee and the purchasers of the Bonds as to various factual
matters. Capitalized terms defined in the ‘Bond Ordinance and the Trust Indenture and not 0therw1se
defined in this opinion are used with the same meanings in this opinion.

The Series 2017A Bonds are being issued for the purposes of (i) paying or reimbursing the City
for its payment-of certain Project Costs, and (ii) paying Costs of Issuance of the Series 2017A Bonds.
The Series 2017B Bonds are being issued for the purposes of (i) refundmg certain Outstanding Second
Licn Wastewater Transmission Revenue Bonds of the City, and (ii) paying Costs of Issuance of the Series
2017B Bonds. :

The Bonds are dated the date of this opinion and bear interest from their date until paid, payable
semi-annually on January 1 and July'] in each ycar, with the first interest payment date being January 1,
2018, at the rates per year, and mature on January 1 of each of the years and in the principal amounts,
provided in the Bond Ordinance and the Determination Certificate. The Bonds are subject to optional and
mandatory sinking fund redemption in advance of their maturity as provided in the Bond Ordinance and
the Determination Certificate.

Based upon this examination, we are of the opinion that:

D-1



June __, 2017
Page 2

1. The Bond Ordinance has been duly and lawfully adopted by the City, is in full
force and effect and is valid and binding upon the City. The Determination Certificate has been duly
authorized and executed by the City, is in full force and effect and is valid and binding upon the City.

2. The Trust-Indenture has been duly authorized, executed and deliyered by the
City. Assuming the due authorizationy execution and delivery of the Trust Indenture by the Frustee the
Trust Indenture is in full force and effect and is valid and binding upon the City. - s . "

3. The Bonds are valid and legally binding limited obligutions of the City. The
Bonds, together with the City’s Outstanding Second Lien:Bonds and any. Second Lien ;Parity, Bonds
which may be issued in the future, have a claim for payment, as to princjpal, redemption premium, if'any;
and interest, solely from the Second Lien Bond Revenues deposited into the 2017 Second:Lien-Bonds
Subaccount established by the Bond Ordinance or. comparable subaccounts established;for other series,of
Second Lien Bonds in the Second Lien Bonds Account in the City’s Sewer Revenue Fund and from
certain,other, moneys\held by the. Trustee under the Trust: lndcnture all as, provrded in the Bond Qrdinance

authorrzing the Outstandmg Second Lrenx Bonds and any such Second Llen Parlty Bonds at the tlme
Outstandmg The Bonds, do; not have a clalm fo payment from taxes of he__ C1ty

e E i i Dot S oy b
e . ,hThe Bond Ordmance and:;the,,[%"rust Indenture ,create-a vahd pledge of
Estate 1ncludmg Second Lien, Bond Revenues and.money;s.. and securltles held in the Second L1e Bonds
Account subject to app]1catlon of such moneys and. sccurltres Jin the manner. provrded 1n the Bond
Ordinance and the Trust Indenture.

e e

Por ,5,;;._,_;: .,Interest on the Bonds‘under present Iaw is not mcluded in gross 1ncome tor
opmlon rs subject 1o comphance of the Crty wrth lts covenant m the lrust lndenture to comply wrth a]]
requirements which must be met in order for interest on the Bonds not to be included in gross income for
federal income tax purposes under present law. The City has the power to comply with its covenant. If the
City. were to fail: to..comply. with: these: requirements, . interest-on the.Bonds:-could be included: in gross
income for-federal income-tax: purposes:retroactive to the date the. Bonds are issued. Interest.on the Bonds
1S 'not=an;;it:em of ,tax,;preference for calculation of an alternative. minimum tax .for individuals .or
corporations -under. :present: law: Interest-.on: the Bonds..will:be taken into account .in computing an
adjustment used -in determining the alternative minimum-tax- for ccrtain-corpo?ations. Ownership -of the
Bonds may result in other federal tax consequences to certain taxpayers, and we express no opinion
regarding any such collateral consequences arising with respect to the Bonds.

6. Interest on the Bonds is not e\rempl ffom presem Tilinois income ta\res

Ownership of the Bonds may result in other federal, state and local tax consequences to certain
taxpayers and we express no opinion with respect to any such tax consequences with respect to the Bonds.



June _, 2017
Page 3

The rights of registered owners. of the Bonds and the enforceability of provisions of the Bonds,
the Bond Ordinance and the Trust Indenture may be subject to bankruptcy, insolvency, reorganization,
moratorium and other similar laws affecting creditors’ rights. Enforcement of provisions of the Bonds, the
Bond Ordinance or the Trust Indenture by an equ1tab|e or similar remedy is subject to general prmcnples
of law or cquity governing such a remedy, including the exercise of judicial discretion whether to grant
any particular form of relief. '

This opinion is based upon facts known or certified to us and laws in effect on its date
and speaks as of that date. The.opinions stated in.this letter are expressions of professional judgment
based upon such facts and law and are not a guaranty of a result if the valldlty or. tax-exempt status of the
Bonds are challenged. We have not undertaken any obligation to revise or supplement this opinion to
reflect any facts or circumstances that may come to our attention after the date of this opinion or any
changes in law that may occur after that date. In.addition, we have not undertaken any obligation to assist
the City in complying with those. requ1rements described in paragraph 5 above which the City must meet
after the date of this opinion .in. order for interest on the Bonds not to be included in gross income for
federal income tax purposes under present law.

Very truly yours,



Siebert Cisnero$'Shank & Co’ 1.L:. C e

1 l ["East Waeker Drive, Su1te 2605
Chrcago lllmors 606l ]

The W1]Irams Caprtal Group, LP:-
650 Fifth Avenue, 9th Floor
New Yor_k_ New York 10019

vsatin pr el bin 2o ted

Estrada Hmo_losa & Company, Inc."f"'f"
161 North C]ark Street Sulte"4700_ o

Chrcago Illmors 60601
ne ! vi
Nétth Sotitht Capltal LLC’ i
200' West Adams,‘Suite 2230 ao
Clhicago, 1lin%is* 60606 "

’ Podesta & Co"|

ANNEX T

“Mélvin & Company, L.L.C-

455 Cityfront Plaza Drlve 3151 FIoor
Chrcago lllmors 6061! :

r"l h-. o a

‘Blay]ock Van} LLC

180 North La Salle Street, Suite 3 145
Chrcag,o Illinois 6060]

b A w2t g ;(];;_s r,-, .- RETECAERENC

fiischier Fifiancial Group, Tne.”
1"Bay31de Drlve ‘Stiite 100

Newport Beach Callfomla 97625
PCHRN N I TN m “aanbl "

Chrcago I NinGis" 60604

nb nvpanr
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é\\SSURED , MUNICIPAL BOND

U INSURANCE POLICY

MUNICIPAL

ISSUER:
BONDS: $ in aggregate principal amount of

ASSURED GUARANTY MUNICIPAL CORP. ("AGM"), 4
UNCONDITIONALLY AND IRREVOCABLY agrees to pay to the trysfeg
"Paying Agent”) (as set forth in the documentation providing for i
the Bonds, for the benefit of the Owners or, at the election of &
the terms of this Policy (which includes each endorsement Rggatg
interest on the Bonds that shall become Due for Payment but shg{i\
the Issuer.

Due for Payment or the
d Notice of Nonpayment,

AGM will dlsburse to or for the benefit of ea Aer‘,u ond thegace alint of principal of and interest
of Nonpayment by the Issuer, but

memt and (b) evidence, including any
Hghts with respect to payment of such

) fpromptly so advise the Trustee, Paying Agent or
Owner, as appropgétaly ubmitsapyamended Notice of Nonpayment. Upon disbursement in
respect of a Bond, AGM' <

to receipt of payyfjen fp R
Owner, includmg theg \

Eygcept 10 "_@, extent expressly modified by an endorsement hereto, the following terms shall have
Teghfor all purposes of this Policy. "Business Day" means any day other than (a) a
(BY,g#day on which banking institutions in the State of New York or the Insurer's
£d or required by law or executive order to remain closed. "Due for Payment”

@Which payment is due by reason of call for redemption (other than by mandatory sinking
gF), acceleration or other advancement of maturity unless AGM shall elect, in its sole
discretion, to pay such principal due upon such acceleration together with any accrued interest to the date
of acceleration and (b) when referring to interest on a Bond, payable on the stated date for payment of
interest. "Nonpayment" means, in respect of a Bond, the failure of the Issuer to have provided sufficient
funds to the Trustee or, if there is no Trustee, to the Paying Agent for payment in full of all principal and
interest that is Due for Payment on such Bond. "Nonpayment” shall also include, in respect of a Bond, any
payment of principal or interest that is Due for Payment made to an Owner by or on behalf of the Issuer
which has been recovered from such Owner pursuant to the

E-1
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Policy No. -N

of a court having competent Junsdlctlon “"Notice" means telephomc or telecopled notice, subsequently
confirmed in a signed writing, or written notice by registered or certified mail, from an Owner, the Trustee or
the Paying Agent to AGM which notice shall specify (a) the person or entity making the claim, (b) the Policy
Number, (c) the claimed amount and (d) the date such claimed amount became Due for Payment. "Owner"
means, in respect of a Bond, the person or entity who, at the time of Nonpayment, is entitled under the
terms of such Bond to payment thereof, except that "Owner" shall not include the Issuer gr any person or

entity whose direct or indirect obligation constitutes the underlying security for the Bonds. 4
FRQ

5,

AGM may appoint a fiscal agent (the "Insurer's Flscal Agent") for purposes o djis Policy by

Agent, (a) copies’ of all notices required to be delivered to AGM pur be
simultaneously delivered to the Insurer's Fiscal Agent and to AGM and sggalt edidnti
received by both.and (b) all payments required to be made by AGM und be made directly
by AGM or by the Insurer's Fiscal Agent on behalf of AGM. The Insy ;{ s FiscalXgent is they agent of AGM
only and the Insurer's Fiscal Agent shall in no event be liable to an) s Fiscal
Agent or any failure of AGM fo deposit or cause to be deposi ents due

PS¢ i lse) and defenses
(including, without limitation, the defense of fraydy he Ui ) 'gahon assignment or
otherwise, to-the.extent that-such-rights-and-de ne_ e - able-tQFA to avoid-payment-of-its

This Policy sets forth in _full ¢ YeRaking, of AGM ""‘."" not be modified, altered or
affected by any other agreement or ingh i {

ASSURED GUARANTY MUNICIPAL CORP.

By

Authorized Officer

A subsidiary of Assured Guaranty Municipal Holdings Inc.
1633 Broadway, New York, N.Y. 10019
(212)974-0100

Form 500NY (5/90)
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