oziaal?

NEW ISSUE-FULL BOOK-ENTRY RATING: S&P: “AA-”
; (See “RATING?” herein)

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the El Cerrito Public Financing Authority, based upon an analysis of
exvisting laws, regulations, rulings and court decisions, and assuming, among other matiers, the accuracy of certain representations and
compliance with certain covenants, interest on the Bonds is excluded from gross income for federal income tax purposes under Section 103 af
the Internal Revenue Code of 1986 and is exempt from State of California personal income taxes. In the further opinion of Bond Counsel,
interest on the Bonds is not a specific preference item for purposes of the federal individual or corporate alternative minimum taxes, although
Bond Counsel ohserves that such interest is included in adjusted current earnings when calculating corporate aliernative minimum taxable
tncome. Bond Counsel expresses no opinion regarding any other tax consequences related to the ownership or disposition of, or the accrual or
receipt of interest on, the Bonds, See "TAX MATTERS" within.

$11,750,000

/\/_\‘ EL CERRITO PUBLIC FINANCING AUTHORITY
——

The BTy ae SALES TAX REVENUE BONDS
CERRI
RITO SERIES 2008

Dated: Date of Delivery Due: May 1, as shown on inside cover

The above captioned bonds (the “Bonds”) are being issued by the El Cerrito Public Financing Authority (the “Authority™) to (i) finance
various capital improvements to the City of Ll Cerrito’s (the “Ciry”) sidewalks, streets and roadways, as more particularly described herein,
(it) pay capitalized interest through November 1, 2008, (iii) fund a deposit to a debt scrvice reserve fund for the Bonds and (iv) pay costs of
issuance incurred in connection with the issuance, sale and delivery of the Bonds.

The Bonds are being 1ssued as fully registered bonds, registered in the name of Cede & Co., as nominee of The Depository Trust Company,
New York, New York ("DTC™), and will be available to ultimate purchasers in the denomination of $5,000 or any integral multiple thereof,
under the book-entry system maintained by DTC. Ultimate purchasers of Bonds will not receive physical certificates representing their interest
in the Bends. So long as the Bonds are registered in the name of Cede & Co., as nominee of DTC, referenced herein to the owners shall mean
Cede & Co., and shall not mean the ultimate purchasers of the Bonds. Interest on the Bonds will be payable on May [ and November 1 of each
year, commencing November 1, 2008. Payments of the principal of, premium, if any, and interest on the Bonds will be made directly to DTC, or
its nominee, Cede & Co., by Union Bank of California, N.A., San Francisco, California (the “Trustee™), so long as DTC or Cede & Co. is the
regisiered owner of the Bonds. Disbursements of such payments to DTC’s Participants is the responsibility of DTC and disbursements of such
payments to the Beneficial Owners is the responsibility of DTC’s Participants and Indirect Participants, as more fully described herein. See
“APPENDIX E - DTC AND THE BOOK-ENTRY SYSTEM™,

The Bonds are payable from, and secured by a lien on, certain payments received by the Authority from the City under an Installment Sale
Agrecment (defined herein) and from certain intercst and other income derived from certain funds and accounts held under the Trust Agreement
(collectively, the “Revenues,” as more fully described heréin). The obligation of the City to make payments under the Installment Sale
Agrecment is limited solely to Revenues, consisting generally of all gross income and revenue from the City’s Street Improvement Sales Tax (as
defined herein). The pledge of Revenues under the Installment Sale Agreement secures only the obligations to pay installment payments
and other obligations under the Installment Sale Agreement, Scc “SECURITY FOR THE BONDS - Revenues; Pledge of Revenues”,

The Bonds are subject to optional and mandatory redemption prior to maturity as more fully described herein.

The Bonds are limited obligations of the Authority and are not secured by a legal or equitable pledge of, or charge or lien upon, any
property of the Authority or any of its income or receipts, except the Revenues (as described herein). Neither the full faith and credit of
the Authority, the City or any member of the Authority is pledged for the payment of the principal of, interest or premium, if any, on

‘the Bonds. Neither the payment of the principal of, interest or premium, if any, on the Bonds constitutes a debt, liability or obligation of

the Authority, the City or any member of the Authority for which any such entity is obligated to levy or pledge any form of taxation,
except to the extent of the Street Improvement Sales Tax, or for which any such entity has levied or pledged any form of taxation. The
Authority has no taxing power.

For a discussion of some of the risks associated with the purchase of the Bonds, see “RISK FACTORS” and "CONSTITUTIONAL
LIMITATIONS ON TAXES, RATES AND CHARGES” herein.

This cover page contains information for quick reference only. It is not intended to be a summary of all factors relating to an investment in
the Bonds. Investors should read the entire Official Statement before making any investment decision.

MATURITIES, AMOUN'];S, INTEREST RATES,
AND PRICES OR YIELDS
(SEE INSIDE COVER)

The Bonds are offered when, as and if delivered and received by the Underwriter, subject to the approval as to their legality by Orrick,
Herrington & Sutcliffe LLP, Bond Counsel 1o the Authority. Certain legal matters will be passed upon for the City by Orvick, Herrington &
Sutcliffe LLP as Disclosure Counsel and for the Authority and the City by the City Attorney of the City. It is anticipated that the Bonds will be
available for delivery 1o DTC on or about June 3, 2008.

RBC

Capital
[1:d. Markets
Dated: May 20, 2008
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MATURITY SCHEDULE

BASE CUSIP: 28285M'
Maturity Date Principal Intcrest s Maturity Date Principal Interest .
(May 1) Amount Rate Yield cusip {May 1} Amount Ratc Yield CUsIP
2009 $225,000 3.50% 2.00% AAG 2015 $270,000 3.40% 3.57T% AG3
2010 230,000 3.50% 2.44% AB4 2016 280,000 3% 3.72% AHI
2011 240,000 3.50% 2.84% AC2 2007 290,000 3.75% 387% AJ7
2012 245,000 3.50% 3.09% ADO 2018 300,000 4.00% 4.02% AK4
2013 255.000 3.50% 3.24% AES 2019 315,000 4.00% 4,14% ALZ
2014 265,000 3.30% 3.42% AFS

$1,390,000 4.40% Term Bonds due May 1, 2023 — Priced to Yield 4.57% CUSIP AQ]T
$2,130,000 4.60% Term Bonds due May 1, 2028 - Priced to Yicld 4.82% CUSIP avo!
$2,675,000 4.75% Term Bonds duc May 1, 2033 - Priced to Yicld 4.92% CUSIP BAS*
$2.640.000 4.75% Tcrm Bonds duc May 1, 2037 - Priced to Yield 4.95% CUSIP BF.';'f

1 Copyright 2008, American Bankers Association. CUSIP data herein is provided by Standard & Poor’s CUSIP Service Bureay, a division of The McGraw-EHall Companies tne, CUSIP data
is included solely for the convenience of the owners of the Bonds. The City and the Underwriter assume no responsibilily for the accuracy thereof.




GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT

No dealer, broker, salesperson or other person has been authorized by the Authority, the City or
the Underwriter to give any information or to make any representations other than those contained herein
and, if given or made, such other information or representations must not be relied upen as having been
authorized by any of the foregoing. This Official Statement does not constitute an offer to sell or the
solicitation of an offer to buy nor shall there be any sale of thc Bonds in any jurisdiction in which it is
unlawful to make such offer, solicitation or sale.

This Official Statement is not to be construed as a contract with the purchasers of the Bonds.
Statements contained in this Official Statement which involve estimates, forecasts or matters of opinion,
whether or not expressly so described herein, arc intended solely as such and are not to be construed as
representations of fact.

The information set forth herein has been provided by the Authority and the City and other
sources that are believed by the Authority and the City to be reliable. The Underwriter has provided the
following sentence for inclusion in this Official Statement. The Underwriter has reviewed the
information in this Official Statement in accordance with, and as part of, its responsibility to investors
under the federal securitics law as applied to the facts and circumstances of this transaction, but the
Underwriter does not guarantec the accuracy or completeness of such information. The information and
expression of opinion herein are subject to change without notice and neither the delivery of this Official
Statement nor any sal¢ made hereunder shall, under any circumstances, create any implication that there
has bcen no change in the affairs of the Authority or the City since the date hercof. This Official
Statement, including any supplement or amendment hereto, is intended to be deposited with onc or morc
repositories.

FORWARD-LOOKING STATEMENTS

Certain statements included or incorporated by reference in this Official Statement constitute
forward-looking statements. Such statements arc generally identifiable by the terminology used such as
“plan,” “expect,” “estimate,” “project,” “budget” or other similar words. The achievement of certain
results or other expectations contained in such forward-looking statements involve known and unknown
risks, uncertainties and other factors which may cause actual results, performance or achievements
described to be materially different from any future results, performance or achievements expressed or
implied by such forward-looking statements. No assurance is given that actual results will meet the
forecasts of the Authority or the City in any way, regardless of the level of optimism communicated in the
information. Neither the Authority nor the City is obligated to issue any updates or revisions to the
forward-looking statements if or when its expectations, or events, conditions or circumstances on which
such statements are bascd occur. Such forward-looking statements include, but arc not limited to, certain
statements contained in the information in Appendix A attached hereto.

¥ o LI 14

THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED
IN SUCH FORWARD LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS,
UNCERTAINTIES AND OTHER FACTORS WHICH MAY CAUSE ACTUAL RESULTS,
PERFORMANCE OR ACHIEVEMENTS DESCRIBED TO BE MATERIALLY DIFFERENT FROM
ANY FUTURE RESULTS, PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY
SUCH FORWARD-LOOKING STATEMENTS. THE AUTHORITY AND THE CITY DO NOT PLAN
TO ISSUE ANY UPDATES OR REVISIONS TO THOSE FORWARD-LOOKING STATEMENTS IF
OR WHEN ANY OF ITS EXPECTATIONS, OR EVENTS, CONDITIONS OR CIRCUMSTANCES
ON WHICH SUCH STATEMENTS ARE BASED OCCUR, OTHER THAN AS DESCRIBED UNDER
“CONTINUING DISCLOSURE” HEREIN
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$11,750,000
EL CERRITO PUBLIC FINANCING AUTHORITY
SALES TAX REVENUE BONDS
SERIES 2008

INTRODUCTION

The purpose of this Official Statement (which includes the cover page and the appendices
attached hereto} is to provide information concerning the issuance, sale and delivery by the El Cerrito
Public Financing Authority (the “Authority™) of its Sales Tax Revenue Bonds, Scrics 2008 (the “Bonds™),
in the aggregate principal amount of $11,750,000. The Authority is a joint exercise of powers authority
organized under the laws of the State of California and composed of the City of El Cerrito, California (the
“City) and the El Cerrito Redevelopment Agency (the “Redevelopment Agency”). The Authority was
formed as of October 1, 1990 to assist in the financing of various public capital improvements, including
improvements to the sidcwalks, streets and roadways of the City.

On February 5, 2008, the voters of the City approved Measure A (the “Street Improvement Sales
Tax Measure™), with 71% of thosc voting on the measure voting in favor of the Street Improvement Sales
Tax Measure, authorizing (1) the amendment of the El Cerrito Municipal Code to add Chapter 4.60,
which authorizes the City to levy and impose a new 1/2 cent transactions and use taxes on certain retailers
and other commercial enterprises within the City (the “Street Improvement Sales Tax™), and (2) the
incurrence of indebtedness by the City for the purpose of street and sidewalk maintenance and
improvement (the “Strect Improvement Project” or the “2008 Project”) secured by and repayable
exclusively from the proceeds of the Strect Improvement Sales Tax.

The Bonds are being issued pursuant to the Marks-Roos Local Bond Pooling Act of 1985,
constituting Article 4 of Chapter 5 of Division 7 of Title 1 of the Government Code of the Statc of
California (the “Act”), the Street Improvement Sales Tax Measurc, and a Trust Agreement, dated as of
June 1, 2008 (the “Trust Agrecment”), between the Authority and Union Bank of California, N.A., as
trustee (the “Trustee”). The proceeds of the sale of the Bonds will be used to (i) finance various capital
improvements to the 2008 Project, (ii) pay capitalized interest on the Bonds through November 1, 2008,
(iii) fund a deposit to a debt service reserve fund for the Bonds and (iv) pay costs of issuance incurred in
connection with the issuance, sale and delivery of the Bonds. See “THE PLAN OF FINANCE - The
2008 Projccts” and “ESTIMATED SOURCES AND USES OF FUNDS” herein.

The Bonds are payable from, and secured by a lien on, (1) certain payments (collectively, the
“2008 Payments”) received by the Authority from the City under a Master Installment Sale Agreement,
dated as of June I, 2008 (the “Master Installment Sale Agreement”), as supplemented by a First
Supplemental Installment Sale Agreement, dated as of June I, 2008 (the “First Supplemental Installment
Sale Agreement”, and, together with the Master Installment Salc Agreement, the “Installment Sale
Agreement”) and (2) from certain interest and other income derived from certain funds and accounts held
under the Trust Agreement (collectively, the “Revenues”, as more fully described hercin).

The obligation of the City to make such payments is a special obligation of the City payable
solely from proceeds of the Street Improvement Sales Tax. The pledge of Revenues under the Installment
Sale Agreement secures only the obligations to pay installment payments and other obligations under the
Installment Sale Agreement. Sce “SECURITY FOR THE BONDS - Revenues; Pledge of Revenues.”

Concurrently with the issuance of the Bonds, the Trustee is to establish, maintain and hold in trust
a separate fund designated as the Reserve Fund. Moneys available to the Reserve Fund will be used and
withdrawn solely for the purpose of paying principal of and interest on the Bonds in the event 2008



Payments deposited with the Trustce are insufficient therefor, Amounts in the Reserve Fund will only be
available for delinquencies in 2008 Payments. For more information concerning the Reserve Fund and
the Reserve Funds, see “SECURITY FOR THE BONDS” herein.

THE BONDS ARE LIMITED OBLIGATIONS OF THE AUTHORITY AND ARE NOT
SECURED BY A LEGAL OR EQUITABLE PLEDGE OF, OR CHARGE OR LIEN UPON, ANY
PROPERTY OF THE AUTHORITY OR ANY OF ITS INCOME OR RECEIPTS, EXCEPT THE
REVENUES. THE FULL FAITH AND CREDIT OF NEITHER THE AUTHORITY, THE CITY
NOR THE EL CERRITO REDEVELOPMENT AGENCY IS PLEDGED FOR THE PAYMENT
OF THE INTEREST ON OR PRINCIPAL OF THE BONDS AND NO TAX (EXCEPT TO THE
EXTENT OF THE STREET IMPROVEMENT SALES TAX) OR OTHER SOURCE OF FUNDS,
OTHER THAN THE REVENUES, 1S PLEDGED TO PAY THE INTEREST ON OR PRINCIPAL
OF THE BONDS. THE PAYMENT OF THE PRINCIPAL OF OR INTEREST ON THE BONDS
DOES NOT CONSTITUTE A DEBT, LIABILITY OR OBLIGATION OF THE AUTHORITY,
THE CITY OR THE EL CERRITO REDEVELOPMENT AGENCY FOR WHICH ANY SUCH
ENTITY IS OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION (EXCEPT TO
THE EXTENT OF THE STREET IMPROVEMENT SALES TAX) OR FOR WHICH ANY SUCH
ENTITY HAS LEVIED OR PLEDGED ANY FORM OF TAXATION. THE AUTHORITY HAS
NO TAXING POWER.

The summaries and references of documents, statutes, reports and other instruments referred to
herein do not purport to be complete, comprehensive or definitive, and each such summary and reference
is qualified in its entirety by reference to each document, statute, report or instrument. The capitalization
of any word not conventionally capitalized or otherwise defined herein, indicates that such word is
defined in a particular agreement or other document and, as used herein, has the meaning given it in such
agreement or document. See “APPENDIX A - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS”
for summaries of certain of such definitions. The proposed form of opinion of Bond Counsel is set forth
in Appendix D.

THE BONDS
Description

The Bonds will be dated their date of issuance and will bear interest at the rates sct forth on the
cover page of this Official Statement, payable on November 1, 2008, and semiannually thereafter on
May 1 and November | of each year, Subject to the redemption provisions set forth herein, the Bonds
will mature on the dates and in the amounts set forth on the cover page hereof. The Bonds shall bear
interest from the interest payment date next preceding the date of registration thercof, unless such date of
rcgistration is an interest payment date, in which event they shall bear interest from such date, or unless
such date of registration is prior to the first interest payment date, in which event they shall bear interest
from their date of delivery; provided, however, that if at the time of registration of any Bond interest is
then in default on the outstanding Bonds, such Bond shall bear interest from the interest payment date 1o
which interest has previously been paid or made available for payment on the Outstanding Bonds.
Payment of interest on the Bonds due on or before the maturity or prior redemption thereof shall be made
to the person whose name appears in the Bonds registration books kept by the Trustee as the registered
owner thereof as of the close of business on the fifteenth day of the month immediately preceding an
interest payment date, whether or not such day is a Business Day, such interest to be paid by check mailed
on such interest payment date to such rcgistercd owner at the address as it appears in such books or at
such other address as may have been filed with the Trustee for that purpose. Payment of the principal of
the Bonds shall be made by check upon the surrender thereof at maturity or on redemption prior to
maturity at the principal office of the Trustee in San Francisco, California.




Registration, Transfers and Exchanges

The. Bonds will be executed and delivered as fully registered bonds, registered in the name of
Cede & Co., as nomince of The Depository Trust Company, New York, New York (“*DTC”), and will be
available to actual purchasers of the Bonds (the “Beneficial Owners™) in the denominations set forth
above, under the book-cntry system maintained by DTC, only through brokers and dealers who are or act
through DTC Participants (as defined herein). Beneficial Owners will not be entitled to receive physical
delivery of the Bonds. In the event that the book-entry-only system is no longer used with respect to the
Bonds, the Bonds will be registered and transferred in accordance with the Trust Agrcement. See
“APPENDIX E - DTC AND THE BOOK-ENTRY SYSTEM”.

Redemption

Optional Redemption. The Bonds maturing on or before May 1, 2018 are not subject to optional
redemption. The Bonds maturing on or atter May 1, 2019 are subject to optional redemption prior to their
respective stated maturities, at the written direction of the City, from moneys deposited by the Authority
or the City, as a whole or in part (in such maturities as are designated in writing by the City to the
Trustee) on any date on or after May 1, 2018, at a price equal to the principal amount of the Bonds called
for redemption, plus accrued interest thereon to the date fixed for redemption, without premium.

Mandatory Sinking Fund Redemption. The Bonds maturing on May 1, 2023 are also subject to

redemption prior to their respective stated maturitics, on any May 1 on or after May 1, 2020, in part by lot,

_ from mandatory sinking account payments at a redemption price equal to the principal amount thereof
and interest accrued thereon to the date fixed for redemption date, without premium, as set forth below.,

Sinking Fund

Redemption Date Principal
(May 1) Amount
2020 $325,000

2021 340,000

2022 355,000

2023 370,000

*Final Maturity

The Bonds maturing on May 1, 2028 are also subject to redemption prior to their respective stated
maturities, on any May 1 on or after May 1, 2024, in part by lot, from mandatory sinking account
payments at a redemption price equal to the principal amount thereof and interest accrued thereon to the
date fixed for redemption date, without premium, as set forth in the following table.



Sinking Fund

Redemption Date Principal

(May 1) Amount

2024 $390,000

. 2025 405,000
2026 425,000

2027 445,000

2028° 465,000

*Final Maturity

The Bonds maturing on May 1, 2033 are also subject to redemption prior to their respective stated
maturities, on any May 1 on or after May 1, 2029, in part by lot, from mandatory sinking account
payments at a redemption price equal to the principal amount thereof and interest accrued thereon to the
datc fixed for redemption date, without premium, as set farth below.

Sinking Fund

Redemption Date Principal

(May 1) Amount
2029 $485,000

2030 510,000

2031 535,000

2032 560,000

2033 585,000

*Final Maturity

The Bonds maturing on May 1, 2037 are also subject to redemption prior to their respective stated
maturities, on any May 1 on or after May 1, 2034, in part by lot, from mandatory sinking account
payments at a redemption price equal to the principal amount thereof and interest accrued thereon to the
date fixed for redemption date, without premium, as set forth below.

Sinking Fund

Redemption Date Principal
(May 1) Amount
2034 $615,000

2035 645,000

2036 675,000

2037 705,000

*Final Maturity

Mandatory Purchase in Lieu of Redemption. Each Holder, by purchase and acceptance of any
Bond irrevocably grants to the Authority the option to purchase such Bond, on any date such Bond is
subject to optional redemption at a purchasc price equal to the redemption price then applicable to such
Bond, plus accrued interest thereon to the date of purchase. In order to exercise such option, the
Authority must deliver to the Trustee an opinion of counsel and direct the Trustee to provide notice of
mandatory purchase in licu of redemption. On the date fixed for purchase of any Bond pursuant to the
Trust Agreement, the Authority will pay the purchase pricc of such Bond to the Trustee in immediately
available funds and the Trustee will pay the same to the Holders of Bonds being purchased against
delivery thereof. Following such purchase, the Trustee will register such Bonds in accordance with the




written instructions of the Authority. No purchase of any Bond pursuant to Trust Agreement shall operate
to extinguish the indebtedness evidenced by such Bond. No Holder may elect to retain a2 Bond subject 10
mandatory purchase pursuant to the Trust Agreement,

In the event that the Authority lacks sufficient funds to pay the purchase price of any Bond
subject to mandatory purchase in lieu of redemption pursuant to the Trust Agreement on the date fixed for
such purchase, the Authority will cancel such mandatory purchase in lieu of redemption and will return
cach such Bond to the Holder who shall have tendered such Bond for mandatory purchase in lieu of
redemption pursuant to the Trust Agreement. The Trustee will give notice that such mandatory purchase
was not cffected promptly following the date fixed for such purchase. Any failure to pay the purchase
price of any Bond subject to mandatory purchase pursuant to the Trust Agreement will not constitute an
Event of Default under the Trust Agreement,

Notice of Redemption. In the event of redemption of Bonds, the Trustee shall mail a notice of
redemption upon receipt of a Written Request of the Authority but only after the Authority shall file a
Certificate of the Authority with the Trustee that on or before the date sct for redemption, the Authority
shall have deposited with or otherwise made available to the Trustce for deposit in the Principal Account
the money required for payment of the redemption price of all Bonds then to be called for redemption (or
the Trustce determines that moncy will be deposited with or otherwise made available to it in sufficient
time for such purpose}, together with the estimated expense of giving such notice.

Notice of redemption of any Bond will be mailed by the Trustee, not less than 30 nor more than
60 days prior to the redemption date, to (i} the respective registered owners of the Bonds designated for
rcdemption at their addresses appearing on the registration books of the Trustee, (ii) the Securities
Depositories and (iii} one or more Information Services sclected by the Trustee. Notice of redemption to
the Securities Depositories and the Information Services shall be given by registered mail or by other
approved means. Each notice of redemption shall state the date of such notice, the redemption price, if
any, (including the¢ name and appropriate address of the Trustee), the CUSIP number (if any) of the
maturity or maturities, and, if less than all of any such maturity is to be redeemed, the distinctive
certificate numbers of the Bonds of such maturity, to be redecmed and, in the case of Bonds to be
redeemed in part only, the respective portions of the principal amount thereof to be redeecmed. Each such
notice shall also state that on said datc there will become due and payable on' cach of said Bonds the
redemption price, if any, thereof and in the case of a Bond to be redecmed in part only, the specified
portion of the principal amount thereof to be redeemed, together with interest accrued thereon to the
redemption date, and that from and after such redemption date interest thereon shall cease to accrue, and
shall require that such Bonds be then surrendered at the address of the Trustee specified in the redemption ~
notice. Failure to receive such notice shall not invalidate any of the proccedings taken in connection with
such redemption.

Rescission of Notice of Redemption. The Authority will have the right to rescind any optional
redemption by written notice of rescission. Any notice of optional redemption will be cancelled and
annulled if for any reason funds are not availablc on the date fixed for redemption for the payment in full
of the Bonds then called for redemption, and such canccllation will not constitute an cvent of default
under the Trust Agreement. The Trustee is required to mail notice of rescission of such redemption in the
same manner as the original notice of redemption was sent. '

Effect of Notice of Redemption. 1f notice of redemption has been duly given as aforesaid and
money for the payment of the redemption price of the Bonds called for redemption is held by the Trustee,
then on the redemption date designated in such notice Bonds so called for redemption shall become due
and payable, and from and after the date so designated interest on such Bonds shall cease to accrue, and



the Holders of such Bonds shall have no rights in respect thereof except to rcceive payment of the
redemption pricc thercof. '

Debt Service Requirements on the Bonds

The amounts required to be sct aside each Bond Year ending May 1 for principal, sinking account
payments and interest relating to the Bonds arc as follows:

Bond Year
Ending May 1 Principal Interest : Total
2009 § 225,000 § 471,023.94 $  696,023.94
2010 230,000 509,102.50 739,102.50
2011 240,000 501,052.50 741,052.50
2012 245,000 492,652.50 737,652.50
2013 255,000 484,077.50 739,077.50
2014 265,000 475,152.50 740,152.50
2015 270,000 466,407.50 736,407.50
. 2016 280,000 457,227.50 737,227.50
2017 290,000 447,077.50 737,077.50
2018 300,000 436,202.50 736,202.50
2019 315,000 424,202.50 739,202.50
2020 325,000 411,602.50 736,602.50
2021 340,000 397,302.50 737,302.50
2022 355,000 382,342.50 737,342.50
2023 370,000 366,722.50 736,722.50
2024 350,000 350,442.50 740,442.50
2025 405,000 332,502.50 737,502.50
2026 425,000 313,872.50 738,872.50
2027 445,000 294,322.50 739,322.50
2028 465,000 273,852.50 738.852.50
2029 485,000 252,462.50 737,462.50
2030 510,000 229,425.00 739.425.00
2031 535,000 205,200.00 740,200.00
2032 560,000 179,787.50 739,787.50
2033 585,000 153,187.50 738,187.50
2034 615,000 125,400.00 740,400.00
2035 645,000 96,187.50 741,187.50
2036 - 675,000 65,550.00 740,550.00
2037 705,000 33.487.50 738,487.50
Total $11,750,000 - $9,627,828.94 $21,377,828.94
THE PLAN OF FINANCE

The 2008 Project

A portion of the procecds of the Bonds will be used to finance capital improvements to the City’s
Street Improvement Project. The estimated cost of the 2008 Project is approximately $17 million,
approximately S10 million of which is to be funded from Bond procecds. The City continues efforts to




obtain all possible federal and State funding for street improvements, including utilizing proceeds of the
Bonds as matching funds for federal and State grant funding.

The City’s street system consists of approximately 68 miles of streets, the majority of which were
constructed to the standards and conditions of the carly to mid-20th century with many streets unable to
meet current demands. Pursuant to the Street Improvement Sales Tax Measure, the City will preparc an
annual “Maintenance and/or Improvement Program” identifying the planned improvements following the -
recommendations and priorities established annually by the City Council and Citizens’ Oversight
~Committec. The Maintenance and Improvement Program for 2007-08 has been approved by the City
Council. The City is currently in the process of establishing the Citizens” Oversight Committee.

The initial years of the 2008 Project will be devoted to rehabilitation of residential streets within
the City as well as an effort to maintain the arterials in good condition. The four years of the City’s
Pavement Expenditure Plan include a significantly accelerated work plan. The work plan is broken into
two categorics: preparatory work and finish resurfacing. Preparatory work will consist of repair and other
activities as aimed at preparing a street for the final resurfacing work. Finish resurfacing will consist of
installing the final pavement surface and pavement marking. For the first phase of improvements, curb
ramp improvements and patch paving, low bids have been reccived by the City of $709,000 and
$1,2754,000, respectively, and in each case the low bids were below the City Engineer’s estimates. The
City awarded a contract for the first phase of improvements on May 19, 2008 and expects to award two
additional contracts on June 2, 2008,

ESTIMATED SOURCES AND USES OF FUNDS

The following sets forth the cstimated sources and uses of funds related to the issuance of the
Bonds.

Sources of Funds

Principal Amount of Bonds $11,750,000.00
Less: Net Original Issue Discount ' (225.592.15)
Total Sources of Funds $11,524.407.85
Uses of Funds
Deposit to 2008 Project Account $10,313,060.16
Deposit to Capitalized Interest Fund'” 212,535.19
Deposit to Debt Service Reserve Fund 741,187.50
Costs of Issuance® 257,625.00
Total Uses of Funds $11,524,407.85

(0}
(2

_Represents capitalized interest on the Bonds through November 1, 2008.

Includes legal fees, underwriter’s discount, financial advisory fees, printing costs, rating agency fees and other
miscellancous expenses,

SECURITY FOR THE BONDS
Revenues; Pledge of Revenues

The Bonds and the intercst thercon are payable solely from, and arc secured by a lien on
Revenues, which are defined in the Trust Agreement as all payments received by the Authority from the



City under the Installment Sale Agreement (the “2008 Payments,” as further described below) and certain
interest, and other income derived from certain funds held under the Trust Agreement.

All Revenues and any other amount (including proceeds of the sale of the Bonds) held by the
Trustee in any fund or account established under the Trust Agreement (other than amounts on deposit in
the Rebatc Fund crcatcd pursuant to the Trust Agreement) arc irrevocably pledged under the Trust
Agreement to the payment of the interest and premium, if any, on and principal of the Bonds as provided
therein, and the Revenues may not be used for any other purpose while any of thc Bonds remain
Outstanding; provided, however, that out of the Revenucs and other moncys there may be applicd such
sums for such purposes as are permitted under the Trust Agreement. This pledge constitutes a first pledge
of and charge and lien upon the Revenues and all other moneys on deposit in the funds and accounts
cstablished under the Trust Agreement (other than amounts on deposit in the Rebate Fund) for the
payment of the interest on and principal of the Bonds in accordance with the terms of the Bonds and the
Trust Agreement. In the Trust Agreement, the Authority assigns to the Trustee all of the Authority’s
rights and remedies under the Installment Sale Agrcement. .

Subject to the Trust Agreement, all money in the Revenue Fund shall be set aside by the Trustee
in the following respective special accounts within the Revenue Fund in the following order of priority:

(a) Interest Account,

b) Principal Account,

() Reserve Fund,

(d) Surplus Account, and

(e) Costs of Issuance Account.

All money in each of such accounts shall be held in trust by the Trustec and shall be applied, used
and withdrawn only for the purposes hereinafter authorized in the Trust Agreement,

Interest Account. On or before the fiftcenth day preceding the last Business Day of each May 1
or November 1, the Trustee shall set aside from the Revenue Fund and deposit in the Interest Account that
amount of money which is equal to the aggregate amount of interest becoming due and payable on all
outstanding Bonds on the next succccdmg May 1 or November 1 (each an “Interest Payment Datc™), as
the case may be.

No deposit need be made in the Interest Account if the amount contained therein is at least equal
to the aggregate amount of interest becoming due and payable on all outstanding Bonds on such interest
payment date.

All money in the Interest Account shall be used and withdrawn by the Trustee solely for the
purpose of paying the interest on the Bonds as it shall become duc and payable (including accrued interest
,on any Bonds purchased or redecmed prior to maturity); provided that any earnings on deposit in the
'Intcrest Account after payment of interest on Bonds on an Interest Payment Date shall be transferred to
the Revenue Fund.

Principal Account. On or before the fifteenth day preceding the last Business Day of each May 1,
the Trustee shall set aside from the Revenue Fund and deposit in the Principal Account an amount of
moncy equal to the aggrcgate amount of all sinking fund payments required to be madc on the next




succeeding May | into the respective sinking fund accounts for all outstanding term Bonds and the
aggregate principal amount of all outstanding scrial Bonds maturing on the next succeeding May 1 (the
“Principal Payment Date”).

No deposit need be made in the Principal Account if the amount contained therein is at |east equal
to the aggregate amount of the principal of all outstanding serial Bonds maturing by their terms on such
May 1 plus the aggregate amount of all sinking fund payments required to be made on such May 1 for all
outstanding term Bonds.

All money in the Principal Account shall be used and withdrawn by the Trustee solely for the
purpose of paying the principal of the Bonds as they shall become due and payable, whether at maturity
or redemption, except that any money in any sinking fund account shall be used and withdrawn by the
Trustee only to purchase or to redecm or to pay term Bonds for which such sinking fund account was
created; provided that any earnings on deposit in the Principal Account after payment of principal of the
Bonds on a Principal Payment Date shall be transferred to the Revenue Fund.

Reserve Fund. In the cvent of a withdrawal of amounts from the Reserve Fund to make payments
to the Interest Account or the Principal Account, the Trustee shall deposit monies in the Revenue Fund
necessary to restore the amount to the Reserve Fund Requirement but only from the 2008 Payments made
for such purpose by the City when obligated under the Installment Sale Agreement to restore said
amounts; provided, that if there has been a draw upon any Financial Guaranty (as defined in the
Installment Sale Agrcement) used to provide all or a portion of a Reserve Fund Requirement, said 2008
Payments shall be applied to reimburse the provider of such instrument for payments made under such
draw plus its expensecs in connection therewith. Under the Installment Sale Agreement, the City shall
only be obligated to replenish draws on the Reserve Fund and other amounts incident thereto relating to
the 2008 Project.

As provided in the Trust Agreement, there shall be established a Reserve Fund relating to
obligations under the Installment Sale Agreement. All money in (or available te} any Reserve Fund shall
be used and withdrawn by the Trustee solely for the purpose of replenishing the Interest Account or the
Principal Account (in such order) in the event of any deficiency at any time in the 2008 Payments.
Notwithstanding anything to the contrary in the Trust Agreement, the Reserve Fund shall be available
only to cover a deficiency in the 2008 Payments under the Installment Sale Agreement.

Surplus Agcount. The Trustee, on or before July 1 of each year, beginning on July 1, 2009, shall
deposit in the Surplus Account all money remaining in the Revenue Fund after the deposits required by
the Trust Agreement as set forth above have been made. On June 30 of cach year, beginning on June 30,
2009, the Trustee, if the Authority is not then in default under the Trust Agreement, shall disburse the
money in the Surplus Account to the City unless the Trustee, in its discretion, shall determine that any
money in the Surplus Account is or will be required for the payment of the principal of or interest on the
Bonds on the next succeeding intercst payment date (assuming for the purpose of such determination that
the City shall pay when due all payments of 2008 Payments required by the Installment Sale Agreement)
or any restoration of a Reserve Fund, in which event such money shall be held in the Surplus Account for

such purpose.

Costs of Issuance Account. The Trustee shall establish, maintain and hold in trust a separate
account within the¢ Revenue Fund designated as the “Costs of Issuance Account.” The moneys in the
Costs of Issuance Account shall be used and withdrawn by the Trustee to pay the Costs of Issuance of the
Bonds.




Installment Sale Agreement

2008 Payments. The City is obligated to make 2008 Payments, but solely from Revenues, which
are defined in the Installment Sale Agreement as, for any Fiscal Year, (1) all income and revenue received
or receivable by the City during such Fiscal Year from the proceeds of the'Street Improvement Sales Tax,
and (2) all Payment Agreement Receipts and income from the investment of amounts on deposit in the
Revenue Fund and the Parity Obligation Payment Fund; but excluding in all cases any proceeds of taxes
other than the Street Improvement Sales Tax and any refundable deposits made to cstablish credit, and
excluding any income from the investment of amounts on deposit in the Improvement Fund.

The obligation of the City to pay the 2008 Payments is absolute and unconditional, and until such
time as the 2008 Payments have been paid in full (or provision for the payment thereof shall have been
made pursuant to the Trust Agreement), the City will not discontinue or suspend any 2008 Payments
required to be paid by it under the Instailment Sale Agreement when due, whether or not the 2008 Project
or any part thereof is operating or opcrable, or its use is suspended, interfered with, reduced, curtailed or
terminated in whole or in part, and such payments will not be subject to reduction whether by offset or
otherwise and will not be conditional upon the performance or nonperformance by any party to any
agreement for any cause whatsocver,

The City covenants in the Instaliment Sale Agreement to deposit all Revenues received by it in
the City of El Cerrito Pothole Repair and Street Improvement and Maintenance Scrvices Revenue Fund
(the “Revenue Fund”). Moneys in the Revenue Fund will be used:

(A) on or before the fiftcenth day before each May 1 or November 1 (except, in the
case of principal payments, only May 1), the City Manager shall, from the remaining money then
on deposit in the Revenue Fund, deposit in the “City of El Cerrito Parity Obtligation Payment
Fund,” which fund the City Manager agrees to hold and maintain so long as any Parity Payments
due under the Installment Sale Agreement shall be Outstanding the following amounts in the
following order of priority:

(D a sum equal to (a) the intcrest and principal payments becoming due and
payable under all Supplemental Installment Salc Agreements that are Parity Obligations,
plus (b) the net payments becoming duc and payable on all Parity Payment Agreements
(cxcept any Termination Payments), plus (¢) any other amounts with respect to Parity
Obligations (including any letter of credit and remarketing fees), in each case, during the
next succeeding month; plus

(2) (unless otherwise covered by subparagraph (A)(1) above) a sum equal to
(a) the amount of intcrest becoming due and payable under all Supplemental Installment -
Sale Agreements that are Parity Obligations on the next succeeding Interest Payment
Date, plus (b) the amount of principal becoming due and payable under all Supplemental
Installment Sale Agreements that are Parity Obligations on the next succeeding Principal
Payment Date, except that no such deposit need be made if the City Manager then holds
money in the Parity Obligation Payment Fund equal to the amount of interest becoming
due and payable under all Supplemental Installment Sale Agreements that are Parity
Obligations on the next succeeding Interest Payment Date plus the amount of principal
becoming due and payable under all Supplemental Installment Sale Agreements that are
Parity Obligations on the next succeeding Principal Payment Date plus the net payments
due on all Parity Payment Agreements on such dates (except any Termination Payments)
plus any other amounts becoming due and payable with respect to Parity. Obligations
(including any letter of credit and remarketing fees); plus
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3) all amounts due to make up any deficiency in the Reserve Funds and
Reserve Funds for Parity Obligations in accordance with the provisions of the applicable
Issuing Document, including all Reserve Fund Credit Facility Costs.

All money on deposit in the Parity Obligation Payment Fund shall be transferred by the
City Manager to the Trustee or other third party payee thereof to make and sat1sfy the Parity
Payments due on the next applicable Payment Dates.

(B) After the payments contemplated by subparagraph (A) above have becn made,
any amounts remaining in the Revenue Fund may from time to time be used for the payment of
the interest and principal payments becoming due and payable under all Supplemental Installment
Sale Agreements that are Subordinate Obligations; so long as certain conditions are met.

) After the required deposits have been made, any amounts thereafier remaining in
the Revenuc Fund may be used for any lawful purpose, including, but not limited to the payment
of any Termination Payments on all Subordinate Payment Agreements.

Issuance of Parity Obligations. Under the terms of the Installment Sale Agreement, the City
may at any time execute any obligations payable on a parity with the 2008 Payments (“Parity
Obligations™), provided certain conditions are met, including that the City has demonstrated that, during
the last audited Fiscal Year, the Annual Revenues were at least equal to the Coverage Requirement for all
Outstanding Supplemental Installment Sale Agreements plus the Parity Obligations proposed to be
executed. :

“Coverage Requirement” means, for any Fiscal Year, an amount of Annual Revenues equal in
each case to at least one hundred fifty percent (150%) of the Maximum Annual Debt Service. “Annual
Revenues” means, for any Fiscal Year, the Revenues during such Fiscal Year, With respect to calculation
of the Coverage Requirement, for purposes of calculating the Annual Debt Service the City excludes the
amount of Annual Debt Service paid from the proceeds of Parity Obligations or from any interest
earnings from amounts on deposit in all Reserve Funds and Reserve Accounts estabhshed in connection
with Parity Obligations, as set forth in a Certificate of the City.

Notwithstanding the foregoing, there are no limitations on the ability of the C1ty to execute any
Parity Obligation at any time to refund any outstanding Obligation.

Issuance of Subordinate Obligations. The City may at any time execute any Subordinate
Obligations payable as provided in the Installment Sale Agreement; provided that no Event of Default (as
defined in the Installment Sale Agrecement) has occurred and is continuing.

Nothing contained in the Installment Sale Agreement shall limit the ability of the City to execute
obligations payable from a lien on Revenues that is subordinate to the lien of Revenues that secures the
2008 Payments and any Parity Obhgatlons and the lien of Revenues that secures any Subordinate
Obligations.

THE STREET IMPROVEMENT SALES TAX
General
The terms of the Street Improvement Measure authorize the imposition of the Street Improvement

Sales Tax upon the approval of the electorate of the City. Voter approval of the Street Improvement Sales
Tax was obtained by special election on February 5, 2008 with 71% of those voting on the measure

11



vating in favor, Since the Street Improvement Measure does not provide for automatic expiration of the
Street Improvement Sales Tax, there is no statutory termination provision for the Street Improvement
Sales Tax.

The Street Improvement Sales Tax is a retail transactions and use tax of one half of one percent
(0.5%) of the gross receipts of retailers from the sale of all tangible personal property sold at retail in the
City and a use tax at the same rate upon the storage, use or other consumption in the City of such property
purchased from any retailer for storage, use or other consumption in the City, subject to certain limitcd
exceptions. The most important exemptions from the Street Improvement Sales Tax are the sales of food
products for home consumption, prescription medicine, edible livestock and their feed, seed and fertilizer
used in raising food for human consumption, and gas, electricity and water, when delivered to consumers
through mains, lines and pipes. Additionally, occasional sales, i.e., sales of property not held or used by a
seller in the course of activities for which he or she is required to hold a seller’s permit, are generally
exempt from the Street Improvement Sales Tax. However, the “occasional sales™ exemption does not
apply to the sale of an entire business and other sales of machinery and equipment used in a business.
Sales of property to be used outside the City which are shipped to a point outside the City pursuant to the
contract of sale are exempt from the Street Improvement Sales Tax (including, for exampie, the sales of
automobiles and water craft to individuals who do not reside in the City).

Street Improvement Sales Tax Revenues are net of an administrative fee paid to the Board of
Equalization for the collection and disbursement of the Street Improvement Sales Tax, which by statute
cannot exceed 1.5% of collections. For a summary-of the actual ordinary sales tax revenues (not
including the City’s new 1/2 cent sales tax under the Street Improvement Measure) reported by the City
for the five Fiscal Years ended June 30, 2007, and an estimate of the potential Street Improvement Sales
Tax revenues that would have been collected during the 2006-07 fiscal year had the Street Improvement
Mecasure been in effect at that time, see “THE STREET IMPROVEMENT SALES TAX - Historical Sales
Tax Revenues” below.

Collection

Collection of the Street Improvement Sales Tax is administered by the California State Board of
Equalization (the “Board of Equalization”) pursuant to an Agreement for State Administration, approved
by the City Council on April 21, 2008 (the “BOE Agreement”), between the City and the Board of
Equalization. Pursuant to the BOE Agreement and its procedures, the Board of Equalization projects
receipts of the Street Improvement Sales Tax on a quarterly basis and remits an advance of such receipts
to the City at least twice per quarter based on such projection. During the last month of each quarter, the
Board of Equalization adjusts the amount remitted to reflect the actual receipts of the Street Improvement
Sales Tax for the quarter.

The Board of Equalization will begin collecting the Street Improvement Sales Tax in July 2008,
and will begin distributing the proceeds to the City in October 2008. Proceeds of the Street Improvement
Sales Tax received by the City will be deposited and held in a special fund established by the City, and
paid to the Trustee on the fifteenth day prior to May 1 and November 1 in each year in an amount
sufficient to pay intcrest on and principal of the Bonds. See “SECURITY FOR THE BONDS” above.
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Historical Sales Tax Revenues

The following Table | shows actual sales tax revenues (not including the Street Improvement
Sales Tax) reported by the City disaggregated by category for the five Fiscal Years ended June 30, 2007,
and an estimate of the potential Street Improvement Sales Tax revenues that would have been collected
during the 2006-07 fiscal year had the Street Improvement Measure been in effect at that time.

"TABLE 1
City of El Cerrito
Actual Bradley-Burns Sales Tax Reccived for the Past Five Years
and Estimate of Potential Street Improvement Sales Tax for 2006-07

Actual Bradley-Burns Sales Tax Revenues Street
Improvement
Capture Sales Tax
2002-03 2003-04 2004-05 2003-06 2006-07 Rate’ Estimate

Genceral Retail $1,103,528  $1,216,032 51,190,964 $1,194,078 $1,212,014 97% $585,350
Food Products 512,951 563,294 563,100 558,231 586,371 100 292,790
Transportation 877,831 941,019 905,080 924,351 369,059 60 260,796
Construction 253,487 270,863 261,644 260,025 334,274 74 123,720
Business To Business 95,757 116,774 109,770 109,305 116,496 49 28.306
Miscellaneous 16,231 15.808 4.153 4,230 5.123 96 2457

TOTAL 32,859,785 §3,123,790 $3,034,711 33,050,220 53,123,337 83% $1,293,419

' The Street Improvement Sales Tax is a destination tax and therefore the City will not receive 100% of some categories
such as new auto sales, leasing, construction and other business to business segments. It is also important to note that the
projections are based solely on purchases with a point of sale in the City. The Capture Rate is an estimate from the City’s
sales tax consultant of the percentage of the standard one percent (1%) Bradley-Bumns Sales Tax revenues received that
will also generate Street Improvement Sales Tax revenues (at the 1/2 cent rate). Total capture rate represents the weighted
average of all categories.

Source. City of El Cerrito.

Based on the estimated amount of Street Improvement Tax Revenues, $1,293,419, that would
have been collected during the 2006-07 fiscal year had the Street Improvement Measure been in cffect at
that time, the City estimates that the ratio of Street Improvement Sales Tax Revenues to debt service on
the Bonds will be a minimum of 1.75x debt service coverage, in each year the Bonds will be outstanding
(assuming no growth in Street Improvement Sales Tax Revenucs over the Fiscal Year 2006-07 estimate)
based upon the maximum $741,187.50 debt service payment on the Bonds. The Street Improvement
Sales Tax will be imposed at the beginning of the next Fiscal Year, Iuly 1, 2008. The City expects to
begin receiving payments of Strect Improvement Sales Tax Revenues on or about October 1, 2008.
Interest on thc Bonds is capitalized through November 1, 2008 from a portion of the proceeds of the
Bonds. -

For additional information regarding the City’s Fiscal Year 2006-07 salcs tax revenues, sec
APPENDIX F: “AUDITED FINANCIAL REPORT OF THE CITY AS OF JUNE 30, 2007,
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The following Table 2 shows actual sales tax revenucs (not including the City’s share of certain
County and State salcs tax pools) in aggregate amounts for the past twenty calendar years.

TABLE 2
City of El Cerrito
20 Fiscal Years Historical
Sales Tax Revenues’

Calendar Year Total Sales Tax Revenues
2007 $3,409,401
2006 3,388,193
2005 3,003,139
2004 2,953,925
2003 2,867,177
2002 2,620,482
2001 2,403,934
2000 2,265,883
1999 2,048,566
1998 | 1,823,558
1997 1,738,508
1996 1,717,019
1995 1,817,671
1994 1,756,710
1993 1,753,896
1992 1,668,841
1991 1,583,957
1990 1,737,902
1989 1,705,128
1988 1,323,577

! Note, fiscal year data in Table | (above) and calendar year data in this

Table 2 vary due to the different timeframes for which each set of data
applies.

Source: Hinderliter, de Llamas and Associates
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The following Table 3 shows sales tax revenues generated from the ten highest sales tax revenue
generating businesses during the past five years. In Fiscal Year 2006-07, approximately 42% of the
City’s sales tax revenues were derived from the top ten businesses. Over the past five years, the
proportion of revenues gencrated by these taxpayers compared to the total sales tax revenues in the City
has declined by approximately 15% (from 57% in 2002-03 to 42% in the most recent fiscal year).

TABLE 3
City of El Cerrito
Top Ten Sales Tax Generators as Percent of Total
Fiscal Years 2002-03 through 2006-07

Fiscal Top Ten Generators All Sales Tax Revenues as a

Year Sales Tax Revenues Revenues % of Total
20006-07 $1,314,613 $3,123,337 42.09%
2005-06 1,403,711 3,050,220 46.02
2004-05 1,548,613 3,034,711 51.03
2003-04 1,647,799 3,123,790 52.75
2002-03 1,630,077 2,859,785 57.00

Source: City of El Cerrito

The following Diagram 1 includes a map of the City showing the locations and trade names of
these ten highest sales tax generating businesses in Fiscal Year 2006-07, all of which are located along the
City’s main commercial corridor, San Pablo Avenue. The businesses are listed in alphabetical order, and
not in order of sales tax revenue generation, in Diagram 1.
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City of El Cerrito, California
Top Ten Sales Tax Generators

As of June 30, 2007
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new store have not yet been determined. The City does not believe that the
closure will have a material impact on the City's ability to pay debt service on
the Bonds
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The City’s principal commercial activity is centered around San Pablo Avenuc, the main
thoroughfare extending from the cast end of the City to the west end of the City. In the past five years,
the City has invested approximately $15 million in infrastructure improvements and redevelopment
projects to improve the San Pablo Avenue business district. As shown in Diagram 1, above, the
distribution of the City’s top ten taxpayers extcnds from the south cnd of San Pablo Avenue, the location
of the El Cerrito Plaza, to the north end, where the City’s automobile retailers are located adjacent to the
Interstate 80 freeway.

In addition, in June 2007, the City, in cooperation with its neighboring city to the south of San
Pablo Avenue, the City of Richmond, formed the San Pablo Avenue Specific Plan Advisory Committec
(SPAAC) to create a long-range economic development and improvements plan (the “Specific Plan”) for
all future land use and design along San Pabio Avenuc. The SPAAC is comprised of council members,
planning commissioners, design review board members and representatives of the business community
and other local public agencies. The goal of the SPAAC is to create, within 18 months, a Specific Plan
that will unify design themes, emphasize public transit opportunities and use smart-growth standards to
attract new businesses and residents to the San Pablo Avenue business district.

Additional Sales Taxes Collected in the City

In addition to the Strect Improvement Sales Tax, the State of California (the “State™) imposcs a
7.25% sales tax (the “State Sales Tax"), the Contra Costa Transportation Authority (“CCTA”™) imposes a
0.50% sales tax (the “CCTA Sales Tax”), and the Bay Area Rapid Transit District (“BART"”) imposes a
0.50% sales tax (thc “BART Sales Tax). Combined with the State Sales Tax, the CCTA Sales Tax and
the BART Sales Tax, the Strect Improvement Sales Tax results in transactions in the City being taxed at
an effective rate of 8.75%.

The breakdown of the State's basic 7.25% ratc imposed on a statcwide basis effective July 1,
2007 15 as set forth below.

. 5.00% represents the State general fund tax rate.

. 1.00% is imposed under the State’s uniform local sales and use tax law (the “Bradley
Burns Local Sales Tax”), with 0.75% dedicated to cities’ and counties’ general opcrations and 0.25%
dedicated to county transit systems.

. 0.50% is dedicated to the Local Revenue Fund pursuant to the Welfare and Institutions
Code for mental health, social scrvices and health services.

. 0.50% is dedicated to local governments for public safety employees.

. 0.25% is deposited into the State Fiscal Recovery Fund to repay the State's Economic
Recovery Bonds (as described below).

Pursuant to State law, 0.25% of the State general fund tax rate may be suspended upon
certification by the State's Dircctor of Finance by November | in any year that: (i) the balance in the
budget reserve (excluding revenues derived from the 0.25% sales and use tax rate) is expected to exceed
3% of general fund revenues in that fiscal year; and (ii) actual revenues for the period May 1 through
September 30 equal or exceed the State's May revision to its January proposed budget for that year. The
0.25% rate can be reinstated if the Director of Finance subsequently determines that the reserve will not
exceed 4% of general fund revenues. Pursuant to this law, a 0.25% cut in the State sales tax occurred on
January 1, 2001 but was reinstated as of January 1, 2002.
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The California Economic Recovery Bond Act (“Proposition 57 was approved by voters at a
statewide primary clection on March 2, 2004. Proposition 57 authorizes the issuance of up to $15 billion
in economic recovery bonds (“Economic Recovery Bonds™) to finance the negative General Fund reserve
balance as of June 30, 2004, and other General Fund obligations undertaken prior to June 30, 2004.
Repayment of the economic recovery bonds is secured by a pledge of revenues from a one-quarter cent
increase in the State’s sales and use tax (through a one-quarter cent reduction in sales and use tax
dedicated to cities and counties) that commenced on July 1, 2004. The State issued approximatety $10.9
billion aggregatc principal amount of such bonds in 1994 and approximately $3.2 billion aggregate
principal amount of such bonds in February 2008.

The CCTA Sales Tax is levied throughout the County of Contra Costa to fund the construction
and improvement of state highways, the construction, maintenance, improvement and opcration of local
streets, road and highways and the construction, improvement and operation of public transit systems.

The BART Sales Tax is levied throughout the San Francisco Bay Arca counties of Alameda,
Contra Costa and San Francisco to fund construction and improvements to the BART public
transportation system.

Trade Area Information

Trade Area data presented below reflects an assessment conducted by the City identifying the
geographic area from which businesses in the City can reasonably draw customers. Three trade arcas
were used for the assessment: North El Cerrito (the “North Trade Area™), the City of El Cerrito (city
proper), and South E] Cerrito (the “South Tradc Arca”). The North Trade Areca and South Trade Area
extend beyond the City’s boundaries and include portions of the Cities of Richmond and San Pablo (to the
north) and Berkeley, Albany and Kensington (to the south).

Population and Household Growth. Table 4 shows demographic trend data for the State, the City
and the two regional trade areas (North and South). In general, the population of the City and its adjacent
trade arcas has remained rclatively constant in comparison to the State’s overall population growth rate.
Growth in population and houscholds from 2000 to 2005 increased only slightly in the North Trade Area

and was essentially unchanged for the City during that period while the South Trade Area declined
slightly. :

TABLE 4
HISTORIC POPULATION AND HOUSEHOLDS
EL CERRITO LOCAL TRADE AREAS COMPARED TO
THE STATE OF CALIFORNIA: 1990-2005

California City of El Cerrito North Trade Area South Tradc Area
Number Change Number Change Number Change Number Change
Population
1990 29,760,022 22,955 97,965 68,751
2000 33,871,648 3% - 23,171 0.1% 111,540 1.3% 71,938 0.5%
2005 36,810,358 1.7 23,328 0.1 114,449 0.5 70,576 04
Households
1990 10,381,206 10,100 36,914 30,056
2000 11,502,871 1.0% 10,208 0.1% 38,344 0.4% 31,344 0.4%
2005 12,185,290 1.2 10,295 0.2 38,819 02 30,702 -0.4

Source: City of E]l Cemrito Market Assessment prepared by Chabin Concepts, February 2006; Claritas Inc.,
ClaritasConnect, 2005; California Department of Finance, 2005.
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Per Capita Income. Table 5 shows the historic and projected income levels for the three trade
areas. The City and the South Trade Area expericnced strong growth in per capita income from 19990 1o
2000 reflecting generally higher socio-economic factors than the North Trade Arca and the smaller
houschold size in these two areas. Avcrage houschold incomes grew more rapidly in the City and the
other two trade areas than in the state overall. The fastest growth occurred in the South Trade Area which
showed a 91% increasc in average houschold income since 1990 for an estimated $101,100 in 2005.
Residents of this trade area were more likely employed in higher paying knowledge jobs in Berkeley,
Emeryville and San Francisco. The current average household income in the City was estimated at
$85,243, which was about 14% higher than the state average. While the North Trade Area grew at an
almost comparable rate to the City, it has lower average incomes ($61,348) than the City ($85,243) or the
State as a whole (574,749). -

TABLE 5
HISTORIC INCOME LEVELS
EL CERRITO LOCAL TRADE AREAS COMPARED TO
THE STATE OF CALIFORNIA: 19%0-2005

California City of EI Cerrito North Trade Arca South Trade Arca
Number Change Number Change Number Change Number Change

Per Capita Income (Current Year §)

1990 $16,375 $20,357 $13,771 $23,181

2000 22,71 33% 32,604 4.8% 18,864 312% . 37491 4.9%

2005 25,566 24 38,068 3.1 21,003 22 44,136 i3
Average Household Income {Current Year §)

1990 $46,330 §48,520 $36,330 $52,990

2000 64,628 3.5% 73,419 4.2% 53,829 4.0% 85.613 4.9%

2005 74,749 2.6 85,243 3o 61,348 26 101,061 34
Aggregate Income (Millions of CY $)

1950 $486.772 $490 $1,349 $1,594

2000 775,507 4.5% 749 4.3% 2,069 4.4% 2,681 5.3%

2005 991,947 38 878 32 2,381 28 3,103 3.0
Retail Buying Power (Thousands of CY $)

1990 $238,008 $220 $711 $648

2000 369,406 4.5% 336 4.3% 1,090 4.4% 1,090 5.3%

20035 445 897 38 393 32 1,255 28 1,261 0

Source: City of El Cerrito Market Assessment prepared by Chabin Concepts, February 2006; Claritas Inc.,
ClaritasConnect, 2005; California Department of Finance, 2005.

Retail buying power. Retail buying power is estimated as the portion of total income that
residents typically spend on retail items and varies by income level. Currently the North and South Trade
Areas each have approximately $1.3 billion in buying power while the City has buying power of
approximately $390 million.

Total Retail Demand. Total retail demand or spending in the three trade areas is estimated based
on resident, business and visitor spending. As noted in Table 6, the total 2005 retail demand in the City
was approximatcly $464 million; $1.4 billion for the South Trade Area; and S1.5 billion for the North
Trade Arca. Residents accounted for the largest portion of retail demand (82% to 88%) followed by
visitors and then busincsses.
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TABLE 6
SUMMARY OF RETAIL DEMAND BY COMPONENT
(in thousands of 2005 dollars)

North South City of
Trade Arca Trade Arca El Cerrito
Residents- $1,254,854 51,261,475 $393,096
Businesses 122,437 75,234 22,633
Visitors 145,368 100,765 48,235
TOTAL $1,522,660 - $1,437,474 $463,964

Source. City of El Cerrito Market Assessment prepared by Chabin Concepts, February 2006; Applied Economics,
2005

Table 7 shows the estimated 2005 retail demand or spending in the three trade areas by types of
goods. Approximately 25% of the total retail demand appeared in the automotive group which primarily
represents auto sales. This was followed by approximately 16% of cxpenditures for general merchandise,
and approximately 10% to 15% for food stores, specialty storcs and cating and drinking places.

TABLE 7
ESTIMATED 2005 RETAIL DEMAND IN
THE REGIONAL TRADE AREAS
BASED ON TRADE AREA SPENDING PATTERNS
(in thousands of 2005 dollars)

City of North South

El Cerrito Trade Area Trade Area
Apparel Stores $ 19.613 $ 70,235 $ 61,712
General Merchandise 77,548 T 247,084 238,427
Specialty Stores 56,554 198,614 201,997
Food Stores 54,426 223,005 161,556
Eating & Drinking Places 56,162 183,391 165.806
Home Furnishings 21,597 63,636 66,020
Building Matcrials 48,516 138,970 145,956
Automotive Group 117,402 357,431 359 851
All Other Retail 12,146 39,695 36,150
Retail Stores Total $463,946 $1,522,660 $1,437,474

Source: City of El Cerrito Market Assessment prepared by Chabin Concepis, February 2006; Applied Economics,
2005

Tax Revenue Interruption Insurance

The City currently maintains insurance coverage (the “Tax Revenue Interruption Insurance”) to
provide the City with up to 97.5% of its ordinary sales tax revenues lost as a result of damage to or
destruction of real or personal property which wholly or partially prevents the generation of sales tax
revenues. The Tax Revenue Interruption Insurance pertains only to certain of City’s highest sales tax
revenue generating taxpayers and/or properties, as identified in the policy. Commencing in fiscal year
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2008-09, the Tax Revenue Interruption Insurance will be expanded to cover the Street Improvement Sales
Tax.

The Tax Revenue Interruption Insurance coverage does not cxtend to publicly owned real or
personal property, and only provides coverage for the length of time as would be required with exercise of
due diligence and dispatch to rebuild, replace or repair the contributing property commencing from the
date of damage to the contributing property. None of the provisions of the Street Improvement Sales Tax
Measure, the Trust Agreement or the Installment Sale Agreement require the City to maintain the Tax
Revenuc Interruption Insurance. The City currently expects to continue to maintain the Tax Revenue
Interruption Insurance coverage so long as it is economically feasible, however no assurance can be given
that such insurance coverage will be maintained or available while the Bonds are outstanding,

THE AUTHORITY

Pursuant to the Bond Law, the City and thc Redevelopment Agency entered into a Joint Exercise
 of Powers Agreement, dated as of October 1, 1990 (the “Joint Powers Agreement”), which Joint Powers
Agreement created and established the Authority. Under the Joint Powers Agreement, the Authority 18
authorized to issue bonds for financing public capital improvements whenever there are significant public
benefits. By a resolution adopted on April 21, 2008, the City requested that the Authority issuc the Bonds
to finance the 2008 Project.

RISK FACTORS

The following scction describes certain risk factors affecting the payment of and security for the
Bonds. The following discussion of risks is not meant to be an exhaustive list of the risks associated with
the purchasc of the Bonds and docs not necessarily reflect the relative importance of the various issucs.
Potential investors are advised to consider the following factors, along with all other information in this
Official Statement, in evaluating the Bonds. There can be no assurance that other risk factors will not |
become material in the future.

Investment of Funds

All funds and accounts held under the Trust Agreement are required to be invested in Permitted
Investments as provided under the Trust Agreement. Scc APPENDIX A attached hereto for a summary
of the definition of Permitted Investments. All investments, including the Permitted Investments and
those authorized by law from time to time for investments by public agencies, contain a certain degrcc of
risk. Such risks include, but are not limited to, a lower rate of return than expected, loss of market value
and loss or delayed receipt of principal. The occurrence of these events with respect to amounts held
under the Trust Agrcement or by the City could have a material adverse effect on the sccurity of the
Bonds.

Limitations on Remedies and Bankruptcy

The rights and remedies provided in the Trust Agreement and the Installment Sale Agreement
may be limited by and are subject to bankruptcy, insolvency, reorganization, moratorium, fraudulent
conveyance and other similar laws affecting creditors’ rights, to the application of equitable principles if
cquitable remedies are sought, and to the exercise of judicial discretion in appropriate cases and to
limitations on legal remedies against public agencies in the State of California. The various opinions of
counsel to be delivered with respect to such documents, including the opinion of Bond Counsel (the form
of which is attached as APPENDIX D), will be similarly qualified.
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The enforcement of the remedies provided in the Trust Agreement and the Installment Sale
Agreement could prove both expensive and time consuming. In addition, the rights and remedies provided
in the Trust Agreement and the Installment Sale Agreement may be limited by and are subject to
provisions of the federal bankruptcy laws, as now or hereafter enacted, and to other laws or equitable
principles that may affect creditors’ rights. If the City were to file a petition under Chapter 9 of the
Bankruptcy Code (Title 11, United States Code), the Bondholders and the Trustee could be prohibited or
severely restricted from taking any steps to enforce their rights under the Installment Sale Agreement.

Limited Obligations

The 2008 Payments are limited obligations of the City and are not secured by a legal or equitable
pledge or charge or lien upon any property of the City or any of its income or receipts, except the
Revenues. The obligation of the City to make the 2008 Payments does not constitute an obligation of the
City to levy or pledge any form of taxation or for which the City has levied or pledged any form of
taxation,

The City is obligated under the Installment Salc Agreement to pay the 2008 Payments solely from
Revenues.

Limitations on Remedies and Limited Recourse on Default

The ability of the City to comply with its covenants under the Installment Salc Agreement and to
generate Revenues sufficient to make the 2008 Payments may be adversely affected by actions and events
outside of the control of the City and may be adversely affected by actions taken (or not taken) by voters,
property owners, taxpayers or persons obligated to pay assessments, fces and charges. See
“CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES, RATES AND CHARGES —
Articles XTIC and XIID of the California Constitution” below. Failure by the City to pay the 2008
. Payments required to be made under the Installment Sale Agreement constitutes an event of default under
the Installment Salc Agreement and the Trustce is permitted to pursue remedies at law or in equity to
enforce the City’s obligation to make such 2008 Payments.

The remedics available to the owners of the Bonds upon the occurrence of an event of default
under the Installment Sale Agreement are in many respects dependent upon judicial actions which are
often subject to discretion and delay and could prove both expensive and time consuming to obtain.

In addition to the limitations on remedics contained in the Installment Sale Agreement and the
Trust Agreement, the rights and obligations under the Installment Sale Agreement and the Trust
Agreement may be subject to bankruptcy, insolvency, reorganization, arrangemeni, fraudulent
conveyance, moratorium and other laws relating to or affecting creditors’ rights, to the application of
equitable principles, to the exercise of judicial discretion in appropriate cases and to limitations on legal -
remedies against public entities in the Statc of California. The opinion to be delivered by Bond Counsel
concurrently with the issuance of the Bonds will be subject to such limitations and the various other legal
opinions to be delivered concurrently with the issuance of the Bonds will be similarly qualified. See
“APPENDIX D — PROPOSED FORM OF OPINION OF BOND COUNSEL”.

If the City fails to comply with its covenants under the Installment Sale Agreement or fails to

make the 2008 Payments, there can be no assurance of the availability of remedies adequate to protect the
interest of the holders of the Bonds.

22




Economy of the County and the State

The Bonds are securcd by a pledge of Strect Improvement Sales Tax Revenues, which consist of
' the Strect Improvement Sales Tax less an administrative fec paid to the Board of Equalization. The level
of Street Improvement Sales Tax Revenues collected at any time is dependent upon the level of retail
sales within the City, which level of retail sales is, in turn, dependent upon the level of economic activity
in the City’s Trade Area, and in the State generally. As a result, any substantial deterioration in the level
of economic activity within the City, the City’s Trade Area, or in the Statc could have a matcrial adverse
impact upon the level of Strect Improvement Sales Tax Revenues and therefore upon the ability of the
City to pay principal of and interest on the Bonds. For information relating to current economic
conditions within the City, City’s Trade Area, and the Statc see APPENDIX C - “CITY AND TRADE
AREA GENERAL, DEMOGRAPHIC AND ECONOMIC INFORMATION.”

The Street Improvement Sales Tax

With limited exceptions, the Street Improvement Sales Tax is imposed upon the same
transactions and items subject to the sales tax levied statewide by the State. The State Legislature or the
voters within the State, through the initiative process, could change or limit the transactions and items
upon which the statewide sales tax and the Street Improvement Sales Tax are imposed. In particular,
future legislation could limit the typc of internet-based transactions subject to the Street Improvement
Sales Tax. Any such change or limitation could have an adverse impact on the revenues collected
pursuant to the Street Improvement Sales Tax. For a further description of the Street Improvement Sales -
Tax, see “THE STREET IMPROVEMENT SALES TAX.”

Proposition 218

On November 5, 1996, voters in the State approved an initiative known as the Right to Vote on
Taxes Act (“Proposition 2187). Proposition 218 added Articles XIIIC and XIIID to the California
Constitution. Article XIIIC requires majority voter approval for the imposition, extension or increase of
general taxes and two-thirds voter approval for the imposition, extension or increase of special taxes by a
local government, which is defined to include local or regional governmental agencies such as the
Authority. Article XHIC also removes limitations that may have applied to the voter initiative power with
regard to reducing or repealing previously authorized local taxes, cven previously voter-approved taxes
like the Street Improvement Sales Tax. However, an attempt by voters to use the initiative provisions
under Proposition 218 to rescind or reduce the levy and collection of the Street Improvement Sales Tax in
a manner which would prevent the payment of installment payments under the Installment Sale
Agreement (and correspondingly the Authority’s ability to pay debt service on the Bonds) may violate the
Impairment Clause of the United States Constitution and, accordingly, could be precluded. Any specific
interpretation and application of Proposition 218 to such an action would ultimately be determined by the
courts. Sec¢ “CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES, RATES AND
CHARGES” below.

Further Initiatives

Article XIIIA, discussed below under “Challenges to Sales Taxes,” and Proposition 218 and
Proposition 42 werc cach adopted as measures that qualified for the ballot pursuant to California’s
initiative process. From time to time other initiative measures could be adopted, which may affcct the
City’s ability to levy and collect the Street Improvement Sales Tax, or to change the type of transactions
that arc gxempt from the Street Improvement Sales Tax. See also, “INVESTMENT CONSIDERATIONS
— Challenges to Sales Taxes.”
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Loss of Tax Exemption

As discussed under “TAX MATTERS,” interest on the Bonds could become includable in federal
gross income, possibly from the date of issuance of the Bonds, as a result of acts or omissions of the City
subsequent to the issuance of the Bonds. Should interest become includable in federal gross income, the
Bonds are not subject to redemption by reason thereof and will remain outstanding until maturity or
earlier redemption.

Challenges to Sales Taxes
The Street Improvement Sales Tax is not involved in any of the litigation described below.

On December 19, 1991, the California Supreme Court rendered its opinion in Rider v. County of
San Diego. The Rider decision invalidated a one-half percent retail transactions and use tax imposed by a
special purpose entity controlled by the County of San Diego for justice facility purposes. The Court heid
that taxes levied by “special districts” requirc two-thirds voter approval, “special districts” are
government entities created to circumvent the limitations on taxation embodied in Article XIIIA of the
California Constitution; and an entity may be deemed a *special district” if it was created after the
adoption of XIIIA and it is “essentially controlled” by an entity with the power to levy property taxes.

On June 4, 2001, the California Supreme Court rendered its opinion in Howard Jarvis Taxpayers
Association v. City of La Habra, et al., 25 Cal. 4™ 809 (“La Habra™) holding that an action brought in
1996 challenging the imposition of a 1992 utility users tax imposed for general purposes, without voter
approval, was not barred by a threc-year statute of limitations period because thc continued imposition
and collection of the tax was an ongoing violation upon which the statute of limitations period began
anew with each collection.

On Dccember 17, 2001, the California Supreme Court rendered its opinion in Utility Cost
Management v. Indian Wells Valley Water District (“Indian Wells”). The Indian Wells decision held that
the statute of limitations applicable to an ordinance, adopted by the Water District imposing certain
capital facilities fees, ran from the date of enactment of the ordinance imposing such capital fees and not
from the date such fees were actually charged to the customer. In Indian Wells, the California Supreme
Court relied upon the express language in the applicable statute of limitations, which stated that the
statute of limitations runs from the “effective date” of the fee legislation and distinguished such language
from the language set forth in the statute applicable in La Habra.

Statc law requires that during the pendency of any lawsuit challenging the validity of a tax the
City place the procecds of the tax in an interest bearing cscrow account until the legality of the tax is
finally resolved by a final and nonappealable decision. While the Rider, La Habra and Indian Wells
lawsuits will not directly affect the ability of the City to levy and collect the Street Improvement Sales
Tax, there can be no guarantee (no matter how unlikely) that future lawsuits chalienging the legality of
the Street Improvement Salcs Tax will not be filed.

Secondary Market for Bonds

There can be no guarantee that there will be a secondary market for the Bonds or, if a secondary
market exists, that any Bonds can bc sold for any particular price. Occasionally, because of general
market conditions or because of adverse history or economic prospects connected with a particular issue,
secondary marketing practices in connection with a particular issue are suspended or terminated.
Additionaily, prices of issues for which a market is being made will depend upon then-prevailing
circumstances. Such prices could be substantially different from the original purchase price.
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CONSTITUTIONAL LIMITATIONS ON TAXES, RATES AND CHARGES
Articles XIITIC and XIIID of the California Constitution

Proposition 218, a State ballot initiative known as the “Right to Vote on Taxcs Act,” was
approved by the voters on November 5, 1996, The initiative added Articles XHIC and XIIID to the
California Constitution, crcating additional requirements for the imposition by most local governments of
“general taxes,” “special taxes,” “assessments,” “fees,” and “charges.” The Authority and the City may
be local governments within the meaning of Articles XIIIC and XIIID. Articles XTIIC and XIHD became
effective, pursuant to its terms, as of November 6, 1996, although compliance with some of its provisions
were deferred until July 1, 1997, and certain of its provisions purport to apply to any tax imposed for
general governmental purposes {i.e., “gencral taxes”) imposcd, exiended or increased on or afier
January 1, 1995 and prior to November 6, 1996.

Article XIIID imposes substantive and procedural requirements on the imposition, extension or
increase of “fee” or “charge” subject to its provisions. A “fec” or “charge” subject to Article XIIID
includes any levy, other than an ad valorem tax, special tax or assessment, imposed by an agency upon a
parcel or upon a person as an incident of property ownership. Article XIIID prohibits, among other things,
the imposition of any proposed fee or charge, and, possibly, the increase of any existing fee or charge, in
the event written protests against the proposed fee or charge are presented at a required public hearing on
the fee or charge by a majority of owners of the parcels upon which the fee or charge is to be imposed.
Generally, voters residing within the district who do not own property within the district arc not entitled
to vote for any asscssment, however, if a court so determines, under certain circumstances, an assessment
may not be imposed unless approved by a two-thirds vote of the clectorate residing in the affected area, in
addition to being approved by the property owners through the required public hearing. The City has
complied with the procedural requirements related to public hearings in connection with its fees and
charges subject to Article XI1ID.

Article XIIID also provides that “standby charges” are considered “assessments” and must follow
the procedures required for “assessments” under Article XIIID and imposes several procedural
requirements for the imposition. of any assessment, which may include (1) various notice requirements,
including the requirement to mail a ballot to owners of the affected property; (2) the substitution of a
property owner ballot procedure for the traditional written protest procedure, and providing that “majority
protest™ exists when ballots (weighted according to proportional financial obligation) submitted in
opposition ¢xceed ballots in favor of the assessments; and (3) the requirement that the levying entity
“separate the general benefits from the special benefits conferred on a parcel” of land. Any change to the
City’s current standby charge could require notice to property owners and approval by a majority of such
owners returning mail-in ballots approving or rcjecting any imposition or increase of such standby charge.
Article XIIID also precludes standby charges for services that are not immediately available to the parcel
being charged. This could adversely impact the ability of the City to collect standby charges on
undeveloped land.

Article XIIID provides that all existing, new or increascd assessments are to comply with its
provisions beginning July 1, 1997. Existing assessments imposed on or before November 5, 1996, and
“imposed exclusively to finance the capital costs or maintenance and operations expenses for among other
things water” are exempted from some of the provisions of Article XIIID applicable to assessments.

Article XIIIC extends the people’s initiative power to reduce or repeal previously authorized local

taxes, assessments, fees and charges. This extension of the initiative power is not limited by the terms of
Article XIIIC to fees, taxes, assessment fees and charges imposed after November 6, 1996 and absent
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other authority could result in retroactive reduction in any existing taxes, assessmcnts, fees or charges. It
is not clear what scope the courts will give the initiative provisions of Article X1IIC.

No assurance may be given that Articles XIIIC and XIIID will not have a material adverse impact
on the City’s Strect Improvement Sales Tax revenues.

Other Initiative Measures

Articles XIIIC and XIID were adopted pursuant to California’s constitutional initiative process.
From time to time other initiative measures could be adopted by California voters, placing additional
limitations on the ability of the City to increasc revenues.

TAX MATTERS

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

To the extent the issue price of any maturity of the Bonds is less than the amount to be paid at
maturity of such Bonds (excluding amounts stated to be interest and payable at icast annually over the
term of such Bonds), the difference constitutes “original issue discount,” the accrual of which, to the
extent properly allocable to cach Beneficial Owner thereof, is trcated as intcrest on the Bonds which is
cxcluded from gross income for federal income tax purposes and State of California personal income
taxes. For this purpose, the issue price of a particular maturity of the Bonds is the first price at which a
substantial amount of such maturity of the Bonds is sold to the public (excluding bond houses, brokers, or
similar persons or organizations acting in the capacity of underwriters, placcment agents or wholesalers),
The original issue discount with respect to any maturity of Bonds accrues daily ovcer the term to maturity
of such Bonds on the basis of a constant interest ratc compounded secmiannually (with straight-line
interpolations between compounding dates). The accruing original issue discount is added to the adjusted
basis of such Bonds to determine taxable gain or loss upon disposition {including sale, redemption, or
payment on maturity) of such Bonds. Beneficial Owners of thc Bonds should consult their own tax
advisors with respect to the tax consequences of ownership of Bonds with original issuc discount,
including the treatment of Beneficial Owners who do not purchasc such Bonds in the original offering to
the public at the first price at which a substantial amount of such Bonds 1s sold to the public.

Bonds purchased, whether at original issuance or otherwise, for an amount higher than their
principal amount payabie at maturity (or, in some cases, at their earlier call date) (“Premium Bonds™) will
be treated as having amortizable bond premium. No deduction is allowable for the amortizable bond
premium in the case of bonds, like the Premium Bonds, the interest on which is excluded from gross
income for federal income tax purposes. However, the amount of tax-exempt interest received, and a
Beneficial Owner’s basis in a Premium Bond, will be reduced by the amount of amortizable bond
premium properly allocablc to such Bencficial Owner. Beneficial Owners of Premium Bonds should
consult their own tax advisors with respect to the proper treatment of amortizable bond premium in their
particular circumstances.
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The Code imposes various restrictions, conditions and requircments relating to the exclusion from
gross income for federal income tax purposes of interest on obligations such as the Bonds. The Authority
and the City have made certain represcntations and covenanted to comply with certain restrictions,
conditions and requirements designed to cnsure that interest on the Bonds will not be included in federal
gross income. Inaccuracy of these representations or failure to comply with these covenants may result in
interest on the Bonds being included in gross income for federal income tax purposcs, possibly from the
date of original issuance of the Bonds. The opinion of Bond Counsel assumes the accuracy of these
representations and compliance with these covenants. Bond Counscl has not undertaken to determine (or
to inform any person) whether any actions taken (or not taken), or events occurring (or not occurring), or
any other matters coming to Bond Counsel’s attention after the date of issuance of the Bonds may
adversely affect the value of or the tax status of intcrest on the Bonds.

Although Bond Counsel is of the opinion that interest on the Bonds is excluded from gross
income for federal income tax purposes and is exempt from State of California personal incomc taxes, the
ownership or disposition, or the accrual or reccipt of interest on, the Bonds may otherwise affect a
Beneficial Owner's federal, state or local tax liability. The nature and extent of these other tax
consequences depends upon the particular tax status of the Beneficial Owner or the Beneficial Owner’s
other items of income or deduction. Bond Counsel expresses no opinion regarding any such other tax
CONSEqUEnces.

Future legislative proposals, if enacted into law, clarification of the Code or court decisions may
cause intercst on the Bonds to be subject, directly or indircetly, to federal income taxation or to be subject
to or exempted from state income taxation, or othcrwise prevent Bencficial Owners from realizing the full
current benefit of the tax status of such interest. As one example of the judicial process relating to the tax
treatment of bonds issued by states and local governments, on May 19, 2008, the United States Supreme -
Court, in overturning a Kentucky state court, held that the United States Constitution does not prohibit a
state from providing a tax exemption for interest on bonds issued by the state and its political subdivisions
but taxing interest on obligations issued by other states and their political subdivisions. The introduction
or enactment of any such future legislative proposals, clarification of the Code or court decisions
(including the matters described below) may affect the market price for, or marketability of, the Bonds.
Prospective purchasers of the Bonds should consult their own tax advisors regarding any pending or
proposed federal or state tax legislation, regulations or litigation, as to which Bond Counsel cxpresses no
opinion.

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

Bond Counsel’s engagement with respect to the Bonds ends with the issuance of the Bonds, and,
unless scparately ¢ngaged, Bond Counscl is not obligated to defend the Authority or the Beneficial
Owners regarding the tax-exempt status of the Bonds in the event of an audit examination by the IRS,
Under current procedures, parties other than the Authority and its appointed counsel, including the
Beneficial Owners, would have little, if any, right to participate in the audit examination process.
Moreover, because achieving judicial review in connection with an audit cxamination of tax-exempt
bonds is difficult, obtaining an independent review of IRS positions with which the Authority legitimately
disagrees may not be practicable. Any action of the IRS, including but not limited to selection of the
Bonds for audit, or the course or result such audit, or an audit of bonds presenting similar tax issues, may
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affect the market price for, or the marketability of, the Bonds and may cause the Authority or the
Beneficial Owners to incur significant expense.

CERTAIN LEGAL MATTERS

Upon the delivery of the Bonds, Orrick, Herrington & Sutcliffe LLP, San Francisco, California,
Bond Counsel to the Authority, will issue its opinion approving the validity of the Bonds, the proposed
form of which opinion is set forth in APPENDIX D hercto. Certain legal matters will be passed upon for
the City by Orrick, Herrington & Sutcliffe LLP as Disclosure Counsel and for the Authority and the City
by the City Attorney. Orrick, Herrington & Sutcliffe LLP expresses no opinion regarding the accuracy,
completeness or faimess of information contained in this Official Statement.

CONTINUING DISCLOSURE

The City has covenanted for the benefit of owners of the Bonds to provide certain financial
information and operating data relating to the City by not later than ninec months after the cnd of the
City’s fiscal year (which is currently June 30) in each year commencing with the report for the 2007-08
fiscal year (the “Annual Report”), which is due on March 31, 2009, and to provide notices of the
occurrence of certain enumecrated cvents, if material. The Annual Report will be filed with cach
. Nationally Recognized Municipal Sccurities Information Repository. The notices of material cvents will
be filed by the City with thc Municipal Securities Rulemaking Board. These covenants have been made -
in order to assist the Underwriters in complying with Sccurities Exchange Commission Rule
15¢2-12(b)(5) (the “Rule”). The specific nature of the information to be contained in the Annual Report
or the notices of material events by the City is set forth in Appendix B - “Form of Continuing Disclosure
Certificate.” The City has not previously defaulted on any obligation to provide an annual report in
accordance with the Rule with respect to any bond issuc of the City.

The City has never failed to comply in all material respects with its previous continuing
disclosure undertakings under SEC Rule 15¢2-12(b)(5).

ABSENCE OF LITIGATION

To the best knowledge of the Authority and the City, there is no action, suit, proceeding or
investigation at law or in equity before or by any court or governmental agency or body pending or
threatened against the Authority to restrain or enjoin the authorization, execution or delivery of the Bonds,
the pledge of the Revenues or the collection of the payments to be made pursuant to the Trust Agreement,
the obligation of the City to pay 2008 Payments from thc Revenues made pursuant to the Installment Sale
Agreement, or in any way contesting or affccting validity of thc Bonds, the Trust Agreement, the
Installment Sale Agreement or the agreement for the sale of the Bonds.

In addition, there is no litigation pending or threatened against the Authority, the City or the
Redevelopment Agency which, in the opinion of the City Attorney of the City, would materially
adversely affect the 2008 Project or the sources of payment for the Bonds.

RATING

Standard & Poor’s (“S&P™) will assign its municipal bond rating of “AA-" to the Bonds. Such
rating reflects only the view of S&P and any desired cxplanation of the significance of such ratings
should be obtained from S&P at the following address: 25 Broadway, New York, NY 10004. Generally,
a rating agency bases its rating on the information and materials furnished to it and on investigations,
studies and assumptions of its own. There is no assurance such rating will continue for any given period
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of time or that such rating will not be revised downward or withdrawn entirely by S&P, if in its judgment,
circumstances so warrant. The Authority and the Underwriter have undertaken no responsibility either to
bring to the attention of the owners of the Bonds any proposed change in or withdrawal of the rating or to
oppose any such proposed revision or withdrawal. Any such downward change in or withdrawal of the
rating might have an adverse effect on the market price or marketability of the Bonds.

PROFESSIONALS INVOLVED IN THE OFFERING

Orrick, Herrington & Sutcliffe LLP, San Francisco, California is acting as Bond Counsel and as
Disclosure Counsel to the City with respect to the Bonds, and will receive compcensation from the City
contingent upon the sale and delivery of the Bonds. KNN Public Finance, a division of Zions First
National Bank, Oakland, California is acting as Financial Advisor to the City with respect to the Bonds,
and will receive compensation from the City contingent upon the sale and delivery of the Bonds. The
Financial Advisor is not responsible for, and undertakes no responsibility for the accuracy, completeness
or fairness of, the Qfficial Statement.

UNDERWRITING

The Bonds are being purchased by RBC Capital Markets Corporation (the “Underwriter”). The
Underwriter has agreed to purchase the Bonds, subject to certain conditions, at a price cqual to
$11,412,782.85 (representing the principal amount of the Bonds, less Underwriter’s discount of
S111,625.00, less net original issue discount of $225,592.15). The Underwriter is committed to purchase
all of the Bonds if any are purchased.

The Bonds ar¢ offered for sale at the initial prices stated on the cover page of this Official

Statement, which may be changed from time to time by the Underwriter. The Bonds may be offered and
sold to certain dealers at prices lower than the public offering prices.
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MISCELLANEOUS

References are made herein to certain documents and rcports which are brief summaries thereof
which do not purport to be complete or definitive and reference is made to such documents and reports for
full and complete statements of the contents thereof. Copies of the Trust Agrecment, the Installment Salc
Agreement and other documents referred to herein may bc obtained from the Trustee or from the
Authority.

Any statecments in this Official Statement involving matters of opinion, whether or not expressly
so stated, are intended as such and not as representations of fact. This Official Statement is not to be
construed as a contract or agreement betwecen the Authority and the purchasers or owners of any of the
Bonds.

The execution and delivery of this Official Statement has been duly authorized by the Authority
and the City.

EL CERRITO PUBLIC FINANCING
AUTHORITY

By: /s/ Scott Hanin
Executive Director

CITY OF EL CERRITO

By: /s/ Scott Hanin
City Manager
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APPENDIX A
SUMMARY OF PRINCIPAL LEGAL DOCUMENTS

The following are brief summaries of cerlain provisions of the Trust Agreement and the Installment Sale
Agreements, each dated as of June 1, 2008, pertaining to the issuance of the 2008 Bonds, These summaries do not
purport to be comprehensive or definitive and are qualified in their entirety by reference to the full terms of the
respective documents listed below. Capitalized terms not otherwise defined herein have the meaning specified in
the respective document.

CERTAIN PROVISIONS OF THE TRUST AGREEMENT
Definitions Applicable to the Trust Agreement

The following are definitions of certain terms used in this Summary of Certain Provisions of the Trust
Agreement or elsewhere in this Official Statement.

“Act” means the Joint Exercise of Powers Act (being Chapter 5 of Division 7 of Title 1 of the California
Government Code, as amended) and all laws amendatory thereof or supplemental thereto.

“Annual Debt Service” means, for each Fiscal Year, either, (i) the sum of (1) the interest falling due on all
Outstanding Bonds in such Fiscal Year, assuming that all payments of principal are paid as scheduled, and (2) the
scheduled payments of principal of the Qutstanding Bonds, payable in such Fiscal Year, or (ii) for purposes of the
applicable Reserve Fund Requirement, the scheduled payments of installment payments under the applicable
Installment Sale Agreement, payable in such Fiscal Year.

“Authority” means the El Cerrito Public Financing Authority created pursuant to the Act and its successors
and assigns in accordance with the Trust Agreement.

“Average Annual Debt Service” means the average Fiscal Year Annual Debt Service over all Fiscal Years
during which the Bonds are scheduled to remain Outstanding.

“Bond Year” means the twelve-month period beginning May 2 and terminating on May | of the following
year.

“Bonds™ means the Series 2008 Bonds. The term “Series 2008 Bonds” means all bonds of the Authority
authorized by and at any time Cutstanding pursuant to the Trust Agreement and executed, issued and delivered in
accordance with the Trust Agreement. The term “Serial Bonds™ means Bonds for which no sinking fund payments
are provided. The term “Term Bonds” means Bonds which are payable on or before their specified maturing dates
from sinking fund payments esiablished for that purpose and calculated to retire such Bonds on or before their
specified maturity dates.

“Business Day” means any day (other than a Saturday or a Sunday) on which banks in New York, New
York, are open for business and on which the Trustee is open for business at its principal corporate trust office.

“Certificate of the Authority” means an instrument in writing signed by the Chairperson, Secretary or
Treasurer of the Authority, or by any other officer of the Authority duly authorized by the Authority for that

purpose.

“Certificate of the City” means an instrument in writing signed by the Mayor of the City, City Manager of
the City, or by either of such officers duly appointed designee, or by any other officer of the City duly authorized by
the City Council of the City for that purpose.

“City” means the City of El Cerrito, a municipal corporation organized and existing under the Constitution
of the State of California.
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“Code” means the Internal Revenue Code of 1986, as amended.

“Defeasance Securities” mean the following:

1.

2.

Cash

U.S. Treasury Certificates, Notes and Bonds (including State and Local Government Series —
“SLGS”)

Direct obligations of the Treasury which have been stripped by the Treasury itself, CATS, TIGRS
and similar securities

Resolution Funding Corp. (REFCORP) Only the interest component of REFCORP strips which
have been stripped by request of the Federal Reserve Bank of New York in book entry form are
acceptable.

Pre-refunded municipal bonds rated “AAA” by S&P. If, however, the issue is only rated by S&P
(i.e., there 1s no Moody’s rating), then the pre-refunded bonds must have been pre-refunded with
cash, direct U.S. or U.S. guaranteed obligations, or AAA rated pre-refunded municipals to satisfy
this condition.

Obligation issued by the following agencies which are backed by the full faith and credit of the
U.s,

a. U.S. Expori-Import Bank {(Eximbank)

Direct obligations or fully guaranteed certificates of beneficial ownership

b. Farmers Home Administration {(FmHA)

Certificates of beneficial ownership

C. Federal Financing Bank

d. General Services Administration

Participation certificates

e, U.S. Maritime Administration

Guaranteed Title X1 financing
f. U.S. Department of Housing and Urban Development (HUD}

Project Notes
Local Authority Bonds
New Communities Debentures — U.S. govemmént guaranteed debentures

U.S. Public Housing Notes and Bonds — U.S. government guaranleed public housing
notes and bonds

“Fiscal Year” means the twelve-month period {erminaling on June 30 of each year, or any other annual
accounting period selected and designated by the Authority as its Fiscal Year in accordance with applicable law,

“Holder” means any person who shall be the registered owner of any Quistanding Bond.




“Independent Certified Public Accountant” means any certified public accountant or firm of such
accountants duly licensed and entitled to practice and practicing as such under the laws of the State or a comparable
successor, appointed and paid by the Authority, and who, or each of whom —

(a) is in fact independent according to the Statement of Auditing Standards No. 1 and not
under the domination of the Authority or any of its members;

(b) does not have a substantial financtal interest, direct or indirect, in the operations of the
_Authority or any of its members; and

(c) is not connected with the Authority as a member, officer or employee of the Authority or
any of its members, but who may be regularly retained to audit the accounting records of and make reports
thereon to the Authority or any of its members.

“Instaliment Payments” means the installment payments due under the Installment Sale Agreement.
“Installment Sale Agreement” means the Master Installment Sale Agreement, as supplemented by the First
Supplemental Installment Sale Agreement, each as originally executed and as they may from time to time be

amended or supplemented pursuant to the provisions thereof.

““Masler Installment Sale Agreement” means the Master Installment Sale Agreement for the City of El
Cerrito Street Improvement Project dated as of June 1, 2008, by and between the City and the Authority.

“Maximum Annual Debt Service” shall mean the largest Annual Debt Service during the period from the
date of such determination through the final maturity date of any Outstanding Bonds.

“Net Proceeds” shall have the meaning ascribed to such term in the Installment Sale Agreement.
“Opinion of Counsel” means a written opinion of counsel of recognized naticnal standing in the field of
law relating 1o municipal bonds, appointed and paid by the Authority and satisfactory to and approved by the

Trustee (who shall be under no liability by reason of such approval).

“QOuistanding,” when used as of any particular time with reference to Bonds, means {subject to the
provisions conceming disqualified Bonds) all Bonds except

(a) ~ Bonds theretofore canceled by the Trustee or surrendered to the Trustee for cancellation;

(b) Bonds paid or deemed to have been paid within the meaning of the section of the Trust
Agreement concerning defeasance; and

(c) Bonds in lieu of or in substitution for which other Bonds shall have been executed, issued
and delivered by the Authority pursuant to the Trust Agreement.

“Payments” shall have the meaning ascribed to such term in the Installment Sale Agreement.

“Permitted Investments” mean any of the following obligations if and to the extent that they are permissible
investments of funds of the City as stated in its current investment policy (copies of which the City shall provide on
a current basis to the Trustee) and to the extent then permitted by law:

A. Direct obligations of the United States (including obligations issued or held in book-entry

form on the books of the Department of the Treasury, and CATS and TIGRS) or obligations the principal of and
interest on which are unconditionally guaranteed by the United States.
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B. Bonds, debenlures, notes or other evidence of indebtedness issued or guaranteed by any
of the following federal agencies and provided such obligations are backed by the full faith and credit of the United
States (stripped securities are only permitted if they have been stripped by the agency itself):

1. United States Export-lmport Bank
Direct obligations or fully guaranteed certificales of beneficial ownership

2. Farmers Home Administration
Certificates of beneficial ownership

3. Federal Financing Bank
4, Federal Housing Administration Debentures
5. General Services Administration

Participation certificales

6. Governmeni National Mortgage Association (“GNMA™)
GNMA — guaranteed mortgage-backed bonds

GNMA — guaranteed pass-through obligations

7. United States Maritime Administration Guaranteed Title X1 financing
B. United States Department of Housing and Urban Development

Project Notes

Local Autherity Bonds

New Communities Debentures - United States government guaranteed debentures

United States Public Housing Notes and Bonds - United States government guaranteed public
housing notes and bonds

C. Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed by any
of the following non-full faith and credit United Siates government agencies (stripped securities are only permitted

if they have been stripped by the agency itself):

a. Federal Home Loan Bank System Senior debt obligations

b. Federal Home Loan Mortgage Corporation (“FHLMC™) Participation
Certificates Semor debt obligations

c. Federal National Mortgage Association (“FNMA") Morigage-backed securities
and senior debt obligations

d. Resolution Funding Corporation (“REFCORP™) obligations

e. Farm Credit System Consolidated systemwide bonds and notes
D. Money market funds registered under the Federal Investment Company Act of 1940,

whose shares are registered under the Federal Securities Act of 1933, and having a rating by S&P of “AAAmM-G,”
“AAA-m,” or “AA-m”, including funds_for which the Trustee or any of its affiliates {including any holding
company, subsidiaries, or other affiliates) provides investment advisory or other management services.

E. Certificales of deposit secured at all times by collateral described in (A) and/or (B)
above. Such certificates must be issued by commercial banks (including affiliates of the Trustee), savings and loan
associations or mutual savings banks. The collateral must be held by a third party and the Trustee must have a
perfected first security interest in the collateral. g
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F. Certificates of deposit, savings accounts, deposit accounts or money market deposits
(including those of the Trustee and its affiliates) which are fully insured by FDIC, including BIF and SAIF.

G. Investment Agreements, including Guaranteed Investment Contracts, Forward Purchase
Agreements and Reserve Fund Put Agreements.

H. Commercial paper rated, at the time of purchase, “A-1"" by S&P and which matures not
more than 270 calendar days after the date of purchase.

L Bonds or notes issued by any state or municipality which are rated by S&P in one of the
two highest rating categories assigned by such agencies.

1. Federal funds or bankers acceptances with a maximum term of one year of any bank
which has an unsecured, uninsured and unguaranteed obligation rating of “A-1+" or “A” or betler by S&P.

K. Repurchase agreements that provide for the transfer of securities from a dealer bank or
securities firm (seller/borrower) to the Trustee (buyer/lender), and the transfer of cash from the Trustee to the dealer
bank or securities firm with an agreement that the dealer bank or securities firm will repay the cash plus a yield to
the Trustee in exchange for the securities at a specified date.

Repurchase Agreements must satisfy the following criteria:

a. Repos must be between the municipal entity and a dealer bank or securities firm

4] Primary dealers on the Federal Reserve reporting dealer list which are rated A or better
by Standard & Poor’s Ratings Group, or

(2) Banks rated “A” or above by Standard & Poor’s Ratings Group.

b. The written repo contract must include the following:
(1 Securities which are aceeptable for transfer are:
(a) Direct U.S. governments

(b Federal agencies backed by the full faith and credit of the U.S. government (and
FNMA & FHLMC)

(2) The term of the repo may be up to 30 days or shall be due on demand

(3) The collateral must be delivered to the municipal entity, trustee (if trustee is not
supplying the collateral) or third party acting as agent for the trustee (if the trustee is supplying the
collateral) before/simultaneous with payment (perfection by possession of certificated securities).

{4) The trustee has a perfected first priority security interest in the collateral.
(5 Valuation of Collateral

{a) The securities must be valeed weekly, marked-to-market at current market price
plus accrued interest

(b) The value of collateral must be equal to 104% of the amount of cash transferred
by the municipal entity to the dealer bank or security firm under the repo plus
accrued interest. If the value of securities held as collateral slips below 104% of
the value of the cash transferred by municipality, then additional cash and/or
acceptable securities must be transferred. If, however, the securities used as
collateral are FNMA or FHLMC, then the value of collateral must equal 105%.

c. Legal opinion which must be delivered to the municipal entity:

Repo meets guidelines under state law for legal investment of public funds.

A-5



L. Any state administered pool investment fund in which the City is statutorily permitted or
required to invest. '

“Project” means the improvements to the sidewalks, streets and roadways within the City purchased by the
City from the Authority pursuant to the First Supplemental Installment Sale Agreement,

“Rating Agencies” shall have the meaning ascribed to such term in the Installment Sale Agreement.
“Rebate Fund” means the fund by that name established and maintained pursuant to the Trust Agreement.

“Resolution” means the Resolution of the Authority adopted on April 21, 2008 authorizing the issuance of
the Bonds.

“Reserve Fund” means the fund by that name in the Revenue Fund established and maintained pursuant to
the Trust Agreement.

“Reserve Fund Requirement” means, as of any date of calculation, with respect to the Reserve Fund, an
amount equal to the lesser of (i) Maximum Annual Debt Service on related 2008 Payments under the Installment
Sale Agreement, (ii) 125% of Average Annual Debt Service on related 2008 Payments under the Installment Sale
Agreement, or (iii) 10% of the amount (within the meaning of Section 148 of the Code) of the related 2008
Payments under the Installment Sale Agreement.

“Revenue Fund™ means the Series 2008 Bond Revenue Fund established and maintained pursuant to the
Trust Agreement.

“Revenues” means all Payments and other payments paid by the City and received by the Authority
pursuant to the Installment Sale Agreement and all interest or other income from any investment of any money in
any fund or account (other than the Rebate Fund) pursuant 1o the Trust Agreement.

“Surpilus Account” means the account by that name in the Revenue Fund established and maintained
pursuant to the Trust Agreement.

“Trust Agreement” means the Trust Agreement, dated as of June 1, 2008, between the Authority and the
Trustee, as originally executed and as it may from time to time be amended or supplemented by all Supplemental
Trust Agreements executed pursuant to the provisions the Trust Agreement.

“Trustee” means Union Bank of California, N.A., or any successor thereto action pursuant to the Trust
Agreement.

#2008 Payments” shall have the meahing ascribed to such term in the Installment Sale Agreement.

“2008 Tax Certificate” means the 2008 Tax Certificate dated the date of initial delivery of the Authority’s
Series 2008 Sales Tax Revenue Bonds and executed and delivered by the Authority and the City.

“Written Request of the Authority” means-an instrument in writing signed by the Chairperson, Secretary or
Treasurer of the Authority, or by any other officer of the Authority duly authorized by the Authority for that

purpose.
“Written Request of the City” means an instrument in wriling signed by the Mayor of the City, City

Manager, City Finance Director, or by any other officers duly appointment designee, or by any other officer of the
City duly authorized by the City Council of the City to the Trustee for that purpose.
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Pledge and Assignment of Revenues

(a) All Revenues and any other amounis (including proceeds of the sale of the Bonds) held by the
Trustee in any fund or account established under the Trust Agreement (other than amounts on deposit in the Rebate
Fund) are irrevocably pledged to the payment of the interest and premium, if any, on and principal of the Bonds as
provided in the Trust Agreement, and the Revenues shall not be used for any other purpose while any of the Bonds
remain Quistanding; provided, however, that out of the Revenues and other moneys there may be applied such sums
for such purposes as are permitted under the Trust Agreement. This pledge shall constitute a first pledge of and
charge and lien upon the Revenues and all other moneys on deposit in the funds and accounts established under the
Trust Agreement {other than amounts on deposit in the Rebate Fund) for the payment of the interest on and principal
of the Bonds in accordance with the terms of the Trust Agreement and thereof. The Authority assigns to the Trustee
all of the Authority’s rights and remedies under the Installment Sale Agreement,

()] In order to secure the Authority’s obligation to repay any amounts due and payable in connection
with a bond insurance policy, the Authority grants to the issuer of such insurance policy a subordinate security
interest in the Revenues and all other moneys pledged under subsection {a) hereof, which security interest is junior
and subordinate in all respects to the pledge, charge and lien set forth in subsection (&) above.

Receipt and Deposit of Revenues in the Revenue Fund

In order to carry out and effectuate the pledge, charge and lien contained in the Trust Agreement, the
Authority agrees and covenants that all Revenues when and as received shall be received by the Authority in trust
under the Trust Agreement for the benefit of the Holders and shall be deposited when and as received by the
Authority in a revenue account and sinking account in the Revenue Fund which fund 1s created and which fund the
Authority agrees and covenants to maintain with the Trustee so long as any Bonds shall be Qutstanding under the
Trust Agreement. A}l Revenues shall be accounted for through and held in trust in the Revenue Fund, and the
Authority shali have no beneficial right or interest in any of the Revenues except only as provided in the Trust
Agreement. All Revenues, whether received by the Authority in trust or deposited with the Trustee as provided for
in the Trust Agreement, shall nevertheless be allocated, applied and disbursed solely to the purposes and uses
described in the Trust Agreement, and shall be accounted for separately and apart from all other accounts, funds,
money or other resources of the Authority. Any meney deposited in the Revenue Fund from the Capitalized Interest
Fund pursuant to the Trust Agreement may only be applied for the purpose of paying the interest on the Bonds.

Investment of Certain Funds

Subject to certain provisions of the Trust Agreement described below under “Certain Covenants of the
Authority — Tax Covenants”, all money held by the Trustee in any of the accounts or funds established pursuant to
the Trust Agreement shall be invested and reinvested in Permitted Investments at the Written Request of the
Authority received not less than two (2) Business Days prior to the date of making such investment. In the absence
of any such Written Request, the Trustee shall invest all such funds and accounts for which such instruction have not
been received in investments described in clause D of the definition of Permitted Investments. All money held in
the Reserve Fund shall be invested and reinvested in Permitted Investments with a term to maturity not exceeding
five years, provided, that an investment which is subject to redemption at par at any time prior to maturity shall be
deemed to have a maturity equal to the redemption date for purposes of this paragraph, and all such Permitted
Investments shall be valued by the Trustee not less frequently than semi-annually on or before each May 1 and
Novetnber 1, beginning November 1, 2008 at the lower of the cost or market value thereof. Subject to certain
provisions of the Trust Agreetment, all interest or profits received on any money so invested shall be deposited in the
Revenue Fund. The Trustee may act as a principal or agent in making or disposing of any investment. For
investment purposes, the Trustee may commingle the funds and accounts established under the Trust Agreement, but
shall account for each separately.

Certain Covenants of the Authority
* Punctual Payment and Performance. The Authority will punctually pay out of the Revenues the interest

on and the principal of and redemption premiums, if any, to become due on every Bond issued under the Trust
Agreement in strict conformity with the terms of the Trust Agreement and of the Bonds, and will faithfully observe
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and perform all the agreements and covenants to be observed or performed by the Authority contained in the Trust
Agreement and in the Bonds,

Against Encumbrances. The Authority will not make any pledge of or place any charge or lien upon the
Revenues except as provided in the Trust Agreement, and will not issue any bonds, notes or obligations payable
from the Revenues or secured by a pledge of or charge or lien upon the Revenues except the Bonds.

Tax Covenants; Rebate Fund. In addition to the other accounts created pursuant to the Trust Agreement,
the Trustee shall establish and maintain a fund separate from any other fund or account established and maintained
under the Trust Agreement designaled as the Rebate Fund. There shall be deposited in the Rebate Fund such
amounts as the Authority shall direct the Trustee are required to be deposited therein pursuant to the 2008 Tax
Certificate. All money at any time deposited in the Rebate Fund shall be held by the Trustee in trust, to the extent
required to satisfy the Rebate Requirement (as defined in the 2008 Tax Certificate), for payment to the United States
of Amenca. Notwithstanding the provisions of certain sections of the Trust Agreement relating to the pledge of
Revenues, the allocation of money in the Revenue Fund, the investments of money in any fund or account, the
application of funds upon acceleration and the defeasance of Qutstanding Bonds, all amounts required to be
deposited into or on deposit in the Rebate Fund shall be governed exclusively by this paragraph and by the 2008 Tax
Certificate (which is incorporated in the Trust Agreement by reference). The Trustee shall be deemed conclusively
to have complied with such provisions if it follows the written directions of the Authority, and shall have no liability
or responsibility to enforce compliance by the Authority with the terms of the 2008 Tax Certificate.

Any funds remaining in the Rebate Fund after redemption and payment with respect to all of the
Series 2008 Bonds or provision made therefor satisfactory to the Trustee, including accrued interest and payment of
any applicable fees to the Trustee and salisfaction of the Rebate Requirement (as defined in the 2008 Tax
Certificate), shall be withdrawn by the Trustee and remitted to or upon the written direction of the Authority.

The Authority has covenanted to comply with all requirements of Sections 148 and 149(b) of the Code to
the extent applicabie to the Series 2008 Bonds, and to not use or permit the use of any proceeds of the Series 2008
Bonds or any funds of the Authority, directly or indirectly, in any manner, or to take or omit to take any action, that
would cause any of the Series 2008 Bonds to be treated as an obligation not described in Section 103(a) of the Code.
In the event that at any time the Authority 1s of the opinion that it is necessary to restrict or to limit the yield on the
investment of any moneys held by the Trustee under the Trust Agreement, the Authority shall so instruet the Trustee
in writing, and the Trustee shall take such action as may be necessary in accordance with such instructions.

The Authority and the Trustee (as directed by the Authority) specifically covenant to comply with the
provisions and procedures of the 2008 Tax Certificate; provided that the Trustee shall not be bound by this covenant
if an Event of Default has occurred and is continuing,

Accounting Records and Reports. The Authority will keep or cause to be kept proper books of record and
accounts in which complete and correct entries shall be made of all transactions relating to the receipts,
disbursements, allocation and application of the Revenues, and such books shall be available for inspection by the
Trustee at reasonable hours and under reasonable conditions. Not more than two hundred ten {210) days after the
close of each Fiscal Year, the Authority shall furnish or cause to be furnished to the Trustee a complete financial
statement, audit or annual report covering receipts, disbursements, allocation and application of Revenues for such
Fiscal Year; provided, however, that in no event shall the Trustee be responsible for reviewing any such financial
statements or any of the information contained therein or taking notice of any fact contained therein. The Authority
shall also keep or cause to be kept such other information as required under the Rebate Certificate.

Prosecution and Defense of Suits. 1In addition to the indemnity provided in the Trust Agreement, the
Authority agrees that it shall defend against every suit, action or proceeding at any time brought against the Trustee
upon any claim to the extent arising out of the receipt, application or disbursement of any of the Revenues or to the
extent involving the failure of the Authority to fulfill its obligations under the Trust Agreement; provided that the
Trustee or any affected Holder at its election may appear in and defend any such suit, action or proceeding. The
Authority will indemnify and hold harmless the Trustee against any and all liability claimed or asserted by any
person to the extent arising out of such failure by the Authority, and will indemnify and hold harmless the Trustee
against any attorney’s fees or other expenses which it may incur in connection with any litigation {o which it may
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become a party by reason of its actions under the Trust Agreement, except for any loss, cost, damage or expense
resulting from the active or passive negligence, willful misconduct or breach of duty by the Trustee.
Notwithstanding any contrary provision of the Trust Agreement, this covenant shall remain in full force and effect
even though all Bonds secured may have been fully paid and satisfied. N

Further Assurances. Whenever and so often as reasonably requested to do so by the Trustee or any
Holder, the Authority will promptly execute and deliver or cause to be executed and delivered all such other and
further assurances, documents or instruments, and promptly do or cause to be done all such other and further things
as may be necessary or reasonably required in order to further and more fully vest in the Holders all rights, interests,
powers, benefits, privileges and advantages conferred or intended to be conferred upon them under the Trust
Agreement,

The Trustee

Appointment, Removal and Resignation. Union Bank of California, N A, shali serve as the Trustee for the
Bonds for the purpose of receiving all money which the Authority is required to deposit with the Trustee under the
Trust Agreement and for the purpose of allocating, applying and using such money as provided in the Trust
Agreement and for the purpose of paying the interest on and principal of and redemption premiums, if any, on the
Bonds presented for payment in San Francisco, California, with the rights and obligations provided in the Trust
Agreement. The Authority agrees that it will at all times maintain a Trustee having a principal office in San
Francisco or Los Angeles, California.

The Authority may at any time, unless there exists any event of default as defined in the Trust Agreement,
remove the Trustee mitially appointed and any successor thereto and may appoint a successor or successors thereto
by an instrument in writing; provided that any such successor shall be a bank or trust company in good standing
doing business and having a principal office in San Francisco or Los Angeles, California, duly authorized to exercise
trust powers, having a combined capital (exclusive of borrowed capitalj and surplus of at least seventy-five million
dollars ($75,000,000) and subject to supervision or examination by federal or state authority. If such bank or trust
company publishes a report of condition at least annually, pursuant to law or to the requirements of any supervising
or examining authority above referred to, then for the purpose of this section the combined capital and surplus of
such bank or trust company shall be deemed to be its combined capital and surplus as set forth in its most recent
report of condition so published. The Trustee may at any time resign by giving written notice of such resignation to
the Authority and by mailing o the Holders and, so long as any Series 2008 Bonds are Outstanding. Upon recetving
such notice of resignation, the Authority shall promptly appoint a successor Trustee by an instrument in writing and,
so long as any Series 2008 Bonds are Outstanding. The Trustee may be removed at any time for any breach of the
trust set forth in the Trust Agreement. Any removal or resignation of a Trustee and appointment of a successor
Trustee shall become effective only upon the acceptance of appointment by the successor Trustee. If, within thirty
{(30) days after notice of the removal or resignation of the Trustee no successor Trustee shall have been appointed
and shall have accepted such appointment, the removed or resigning Trustee may petition any court of competent
jurisdiction for the appointment of a successor Trustee, which court may thereupon, after such notice, if any, as it
may deem proper and prescribe and as may be required by law, appoint a successor Trustee having the qualifications
required under the Trust Agreement. Notwithstanding any other provision of the Trust Agreement, no removal,
resignation or termination of the Trustee shall take effect until a successor shall be appointed.

The Trustee is authorized to redeem the Bonds when duly presented for payment at maturity or on
redemption prior to maturity. The Trustee shall cancel all Bonds upon payment thereof or upon the surrender
thereof by the Authority and shall destroy such Bonds and a certificate of destruction shall be delivered to the
Authority. The Trusiee shall keep accurate records of all Bonds paid and discharged and canceled by it.

The Authority shall from time to time, subject to any agreement between the Authority and the Trustee then
in force, pay to the Trustee compensation for its services, reimburse the Trustee for all its advances and expenditures
including but not limited to advances to and fees and expenses of independent accountants and in-house and other
counsel or other experts employed by it and reasonably required in the exercise and performance of its rights and
obligations under the Trust Agreement, and, to the extent permitted by law, indemnify and hold the Trustee and its
officers, directors, employees and agents harmless against any claim, loss, liability, damages, expenses (including
legal fees and expenses) or advances not arising from the Trustee’s own active or passive negligence, willful
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misconduct or breach of fiduciary duty, which the Trustee may incur in the exercise and performance of its rights
and obligations under the Trust Agreement. The obligations of the Authority under this paragraph to compensate,
indemnify, reimburse and hold the Trustee harmless shall constitute additional indebtedness under the Trust
Agreement, and such indebtedness shall have priority over the Bonds in respect of all property and funds held or
collected by the Trustee as such, except funds held in trust by the Trustee for the benefit of the holders of particular
Bonds, including, without limitation, funds held by the Trustee in trust to redeem all or a portion of Quistanding
Bonds prior to their respective maturities for which a notice of redemption has been sent as provided in the Trust
Agreement.

Liability of Trustee. The recitals of facts, agreements and covenants in the Trust Agreement and in the
Bonds shall be taken as recitals of facts, agreements and covenants of the Authority, and the Trustee assumes no
responsibility for the use of any proceeds of the Bonds, the correctness of the same, the collection of the Revenues
or makes any representation as to the sufficiency or validity of the Trust Agreement, of the Bonds or any security
therefor or any offering material distributed in connection with the Bonds and shall not incur any responsibility in
respect thereof other than in connection with the rights or obligations assigned to or imposed upon it in the Trust
Agreement, in the Bonds or in law or equity. The Trustee shall not be liable in connection with the performance of
its duties under the Trust Agreement except for its own negligence, wiltful misconduct or breach of fiduciary duty.

The Trustee shall not be bound to recognize any person as the Holder of a Bond unless and until such Bond
ts submitied for inspection, if required, and such Bond is registered in such person’s name.

Whenever the Trustee shall deem it necessary or desirable that a factual or legal matter be established or
proved prior to taking or suffering any action under the Trust Agreemeni, such matier (unless other evidence in
respect thereof be in the Trust Agreement specifically prescribed) may, in the absence of bad faith on the part of the
Trustee, be deemed to be conclusively proved and established by a certificate conforming to the requirements in the
Trust Agreement or an opinion of counsel, which certificate or opinion shall be full warrant to the Trustee for any
action taken or suffered under the provisions of the Trust Agreement upon the faith thereof, but in its discretion the
Trustee may in lieu thereof accept other evidence of such matter or may require such additional evidence as it may
deem reasonable,

In accepting the trust created, the Trustee acts solely as Trustee for the Holders and not in its individual
capacity and all persons, including without limitation the Holders, the Authority and the City, having any claim
against the Trustee arising from the Trust Agreement not attributable to the Trustee’s negligence or willful
misconduct shall look only to the funds and accounts heid by the Trustee under the Trust Agreement for payment
except as otherwise provided in the Trust Agreement. The duties and obligations of the Trustee shall be determined
solely by the express provisions of the Trust Agreement, the Trustee shall not be liable except for the performance
of such duties and obligations as are specifically set forth in the Trust Agreement, and no implied covenants or
obligations (fiduciary or otherwise) shall be read into the Trust Agreement against the Trustee. The Trustee shall
not be liable with respect to any action taken or not taken under the Trust Agreement in good faith in accordance
with the direction of the holders of not less than a majority in aggregate principal amount of the Bonds at the time
outstanding. The Trustee shall, during the existence of any event of default (which has not been cured), exercise
such of the rights and powers vested in it by the Trust Agreement, and use the same degree of care and skill in their
exercise, as a prudent person would exercise of use under the circumstances in the conduct of its own affairs. The
permissive right of the Trustee to do things enumerated in the Trust Agreement shall not be construed as a duty and
it shall not be aniswerable for other than its negligence or willful misconduct. The immunities and exceptions from
liability of the Trustee shall extend to its officers, directors, employees and agents and such mmmunities and
exceptions and its right to payment of its fees and expenses shall survive its resignation or removal and the final
payment and defeasance of the Bonds. Under no circumstances shall the Trustee be liable in 1ts individual capacity
for the obligations evidenced by the Bonds. The Trustee, in its individual or any other capacity, may become the
owner of any Bonds or other obligations of any party to the Trust Agreement with the same rights which it would
have if not the Trustee. At any and all reasonable times, the Trustee, and its agents shall have the right to fully
inspect the Project, including all books, papers and records of the Authority of the City pertaining to the Project and
the Bonds, and to take such memoranda therefrom and with regard thereto and make photocopies thereof as may be
desired. The Trustee shall not be required to give any bond or surety in respect of the execution of said trusts and
powers or otherwise in respect of the premises. Before taking or refraining from any action under the Trust




Agreement at the request or direction of the Holders, the Trustee may require that an indemnity bond satisfactory to
the Trustee be furnished to it and be in full force and effect.

Nene of the provisions contained in the Trust Agreement or in the Installment Sale Agreement shall require
the Trustee to expend for risk its own funds or continue to do so or otherwise incur individual financial liability in
the performance of any of its duties or in the exercise of any of its rights or powers if it shall reasonably believe that
repayment of such funds or adequate indemnity against such risk or liability is not assured to it. The Trustee may
rely and shall be protected in acting or failing to act upon any certificate, request, requisition, facsimile transmission,
electronic mail, paper or document believed by it to be genuine and to have been signed or presented by the proper
party ot parties. The Trustee shall not be required to take notice or be deemed o have notice of any Event of
Default under the Trust Agreement except failure by the Authority to make any payment or principal or interest
under the Trust Agreement when due, unless the Trustee shall be specifically notified in wriling at its principal
corporate trust office of such default by the. Authority, the City or the Holders of not less than twenty-five percent
(25%) of the aggregate principal amount of Bonds then outstanding. Notwithstanding any other provision of the
Trust Agreement, the Trustee shall have the right, but shall noi be required, to demand any showings, certificales,
opinions, appraisals or other information, or official action or evidence thereof, in addition so that by the terms of
the Trust Agreement required as a condition of such action, by the Trustee deemed desirable for the purpose of
establishing the rights of the Trustee with respect to the authentication of any Bonds, the withdrawal of any cash, the
release of any property or the taking of any other action by the Trustee.

The Trustee shall not be considered in breach of or in default in its obligations under the Trust Agreement
or progress in respect thereto in the event of enforced delay (“unavoidable delay™) in the performance of such
obligations due to unforeseeable causes beyond its control and without its fault or negligence, including, but not
limited to, Acts of God or of the public enemy or terrorists, acts of a government, acts of the other party, fires,
floods, epidemics, quarantine restrictions, strikes, freight embargoes, earthquakes, explosion, mob violence, riot,
inability to procure or general sabotage or rationing of labor, equipment, facilities, sources of energy, material or
supplies in the open markel, litigation or arbitration involving a party or others relating to zoning or other
governmenlal action oI inaction pertaining to the project, malicious mischief, condemnation, and unusually severe
weather or delays of suppliers or subcontractors due to such causes or any similar event and/or occurrences beyond
the control of the Trustee. '

The Trustee agrees to accept and act upen facsimile transmission of written instructions and/or directions
pursuant to the Trust Agreement provided, however, that: (a) subsequent to such facsimile transmission of written
instructions and/or directions the Trustee shall forthwith receive the originally executed instructions and/or
directions, (b)such originally executed instructions and/or directions shall be signed by a person as may be
designated and authorized to sign for the party signing such instructions and/or directions, and (c} the Trustee shall
have received a current incumbency certificate containing the specimen signature of such designated person.

Amendments Permitted

The Trust Agreement and the rights and obligations of the Authority, the Trustee and the Holders may be
amended at any time by a Supplemental Trust Agreement which shall become binding when the written consents of
the Holders of a majority in aggregate principal amount of the Bonds then Outsianding, exclusive of Bonds
disqualified as provided in the Trust Agreement, are filed with the Trustee; provided, however, that, so long as any
Series 2008 Bonds are Outstanding, no such amendment shall (1) extend the maturity of or reduce the interest rate
on or amount of interest on or principal of or redemption premium, if any, on any Bond without the express writien
" consent of the Holder of such Bond, or (2) permit the creation by the Authority of any pledge of or charge or lien
upon the Revenues as provided in the Trust Agreement superior to or on a parity with the pledge, charge and lien
created for the benefit of the Bonds, or (3) reduce the percentage of Bonds required for the written consent to any
such amendment, or (4) modify any rights or obligations of the Trustee, the Authority or the City without their prior
written assent thereto, respectively.

The Trust Agreement and the rights and obligations of the Authority and of the Holders may also be
amended at any time by a Supplemental Trust Agreement which shall become binding upon adoption without the
consent of any Holders, but only 1o the extent permitted by law and after receipt of an approving Opinion of Counsel
and, so long as any Series 2008 Bonds are Outstanding, for any purpose that will not in the judgment of the Trustee
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materially adversely affect the interests of the Holders, including {without limitation) for any one or more of the
following purposes -

(A) to add to the agreements and covenanis required in the Trust Agreement to be performed
by the Authority other agreements and covenants thereafter to be performed by the Authority, or to
surrender any right or power reserved in the Trust Agreement to or conferred in the Trust Agreement on the
Authority;

(B) to make such provisions for the purpose of curing any ambiguity or of correctling, curing
or supplementing any defeclive provision contained in the Trust Agreement or in regard to guestions
arising under the Trust Agreement which the Authority may deem desirable or necessary and not
inconsistent with the Trust Agreement; or

(C) to add to the agreements and covenants required in the Trust Agreement, such agreements
and covenants as may be necessary to qualify the Trust Agreement under the Trust Indenture Act of 1939.

Events of Default
If one or more of the following events shall happen, that is to say:

(A) if default shall be made by the Authority in the due and punctual payment of the interest
on any Bond when and as the same shall become due and payable;

(B) if default shall be made by the Authority in the due and punctual payment of the principal
of or redemption premium, if any, on any Bond when and as the same shall become due and payable,
whether at maturily as therein expressed or by proceedings for redemption;

) if default shall be made by the Authority in the performance of any of the other
agreements or covenants required in the Trust Agreement to be performed by the Authority, and such
default shall have continued for a period of thirty (30) days after the Authority shall have been given notice
in writing of such default by the Trustee; or

{D) if the Authority shall file a petition or answer seeking arrangement or reorganization
under the federal bankruptcy laws or any other applicable law of the United States of America or any state
therein, or if a court of competent jurisdiction shall approve a petition filed with or without the consent of
the Authority seeking arrangement or reorganization under the federal bankruptcy laws or any other
applicable law of the United States of America or any state therein, or if under the provisions of any other
law for the relief or aid of debtors any court of competent jurisdiction shall assume custody or control of
the Authority or of the whole or any substantial part of its property;

then and in each and every such case during the continuance of such event of default the Trustee, may, and upon the
written request of the Holders of not less than a majority in aggregate principal amount of the Bonds then
Outstanding, so long as any Series 2008 Bonds are Ouistanding, by notice in writing to the Authority, declare the
principal of all Bonds then Qutstanding and the interest accrued thereon to be due and payable immediately, and
upon any such declaration the same shall become due and payable, anything contained in the Trust Agreement or in
the Bonds to the contrary notwithstanding. The Trustee shall promptly notify all Holders of any such event of
default which is continuing. Such notice shall include a reference to or a summary of the rights and remedies
available to the Holders as set forth in the Trust Agreement.

This provision, however, is subject to the condition that if at any time after the principal of the Bonds then
Outstanding shall have been so declared due and payable and before any judgment or decree for the payment of the
money due shall have been obtained or entered the Authority shall deposit with the Trustee a sum sufficient lo pay
all matured interest on all the Bonds and all principal of the Bonds matured prior to such declaration, with interest at
the rate borne by such Bonds on such overdue interest and principal, and the reasonable expenses of the Trustee, and
any and all other defaults known to the Trustee (other than in the payment of interest on and principal of the Bonds
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due and payable solely by reason of such declaration) shall have been made good or cured to the satisfaction of the
Trustee or provision deemed by the Trustee to be adequate shall have been made therefor, then and in every such
case the Holders of not less than a majority in aggregate principal amount of Bonds then Qutstanding, by written
notice to the Authority and to the Trustee, may on behalf of the Holders of all the Bonds then Outstanding rescind
and annul such declaration and its consequences; but no such rescission and annulment shall extend to or shall affect
any subsequent defanlt or shall impair or exhaust any right or power consequent thereon.

Enforcement Proceedings

If one or more of the events of default shall happen and be continuing, the Trustee may, and upon the
wrillen request of the Holders of a majority in principal amount of the Bonds then Qutstanding or, so long as any
Series 2008 Bends are Qutstanding, and, in each case, so long as the Trustee is indemnified to its satisfaction
therefor, shall, proceed to protect or enforce its rights or the rights of the Holders of Bonds under the Trust
Agreement and under the Installment Sale Agreement by a suit in equity or action at law, either for the specific
performance of any covenant or agreement contained in the Trust Agreement, or in aid of the execution of any
power in the Trust Agreement granted, or by mandamus or other appropriate proceeding for the enforcement of any
other legal or equitable remedy as the Trustee shall deem most effectual in support of any of its rights and duties
under the Trusl Agreement.

Application of Funds Upon Acceleration

All moneys in the accounts and funds described below under “ - Receipt and Deposit of Revenues in the
Revenue Fund”, - Priority of Moneys in Revenue Fund; Flow of Funds”, and “ — Investment of Certain Funds”
upon the date of the declaration of acceleration by the Trustee as provided in the Trust Agreement and all Revenues
{other than Revenues on deposit in the Rebate Fund) thereafier received by the Authority under the Trust Agreement

shall be transmitied to the Trustee and shall be applied by the Trustee in the following order.

First, to the payment of the costs and expenses of the Holders in providing for the declaration of
such event of default, including reasonable compensation to their accountants and counsel, and (o the payment of the
fees, costs and expenses of the Trustee (including any predecessor trustee), if any, in carrying out the provisions of
the Trust Agreement, including reasonable compensation to its accountants and counsel (in each case with interest
thereon at the highest rate of interest then applicable to the Bonds); and

Second, upon presentation of the several Bonds, and the stamping thereon of the amount of the
payment if only partially paid or upon the surrender thereof if fully paid, to the payment of the whole amount then
owing and unpaid upon the Bonds for interest and principal, with (to the extent permitted by law) interest on the
overdue interest and principal at the rate borne by such Bonds, and in case such money shall be insufficient to pay in
full the whole amount so owing and unpaid upon the Bonds, then to the payment of such interest, principal and (to
the extent permitied by law) interest on overdue interest and principal without preference or priority among such
interest, principal and interest on overdue interest and principal ratably to the aggregate of such interest, principal
and interest on overdue interest and principal.

Remedies not Exclusive

No remedy in the Trust Agreement conferred upon or reserved to the Holders is intended to be exclusive of
any other remedy, and cach such remedy shall be cumuiative and shall be in addition to every other remedy given
under the Trust Agreement or existing at law or in equity or by statute or otherwise and may be exercised without
exhausting and without regard to any other remedy conferred by the Act or any other law. If any remedial action
under the Trust Agreement is discontinued or abandoned, the Trustee, Bondholders shall be restored to their former
positions.

Limitation on Bondholders’ Right to Sue

No Helder of any Bond issued under the Trust Agreement shall have the right to institute any suit, action or
proceeding at law or equity, for any remedy under or upon the Trust Agreement, unless (a) such Holder shall have



previously given to the Trustee written notice of the occurrence of an event of default as defined under the Trust
Agreement; (b) the Holders of at least a majority in aggregate principal amount of all the Bonds then Quistanding
shall have made written request upen the Trustee to exercise the powers thereinbefore granted or to institute such
suit, action or proceeding in its own name; (c) said Holders shall have tendered to the Trustee reasonable security or
indemnity against the costs, expenses and liabilities to be incurred in compliance with such request; and (d) the
Trustee shall have refused or omitted to comply with such request for a period of sixty (60} days after such request
and consent shall have been received by, and said tender of indemnity shall have been made to, the Trustee,

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

Defeasance

{(a) If the Authority shall pay or cause to be paid or there shall otherwise be paid to the Holders of all
Outstanding Bonds the interest thereon and the principal thereof and the redemption premiums, if any, thereon at the
times and in the manner stipulated in the Trust Agreement and therein, then the Holders of such Bonds shall cease to
be entitled to the pledge of and charge and lien upon the Revenues as provided in the Trust Agreement, and all
agreements, covenants and other obligations of the Authority to the Holders of such Bonds under the Trust
Agreement shall thereupon cease, terminate and become void and be discharged and satisfied. In such event, the
Trustee shall execute and deliver to the Authority all such instruments as may be necessary or desirable to evidence
such discharge and satisfaction, the Trustee shall pay over or deliver to the Authority all money or securities held by
it pursuant to the Trust Agreement which are not required for the payment of the interest on and principal of and
redemption premiums, if any, on such Bonds.

)] Any Qutstanding Bonds shall prior to the maturity date or redemption date thereof be deemed to
have been paid within the meaning of and with the effect expressed in subsection (a) above if (1) in case any of such
Bonds are to be redeemed on any date prior to their maturity date, the Authority shall have given to the Trustee in
form satisfactory to it irrevocable instructions to provide notice in accordance with the Trust Agreement, (2) there
shall have been deposited with the Trustee either (A) money in an amount which shall be sufficient or
(B) Defeasance Securities, in each case the interest on and principal of which when paid will provide money which,
together with the money, if any, deposited with the Trustee at the same time, shall be sufficient, in the opinion of an
Independent Certified Public Accountant, to pay when due the interest to become due on such Bonds on and prior to
the maturity date or redemption date thereof, as the case may be, and the principal of and redemption premiums, if
any, on such Bonds, and (3) in the event such Bonds are not by their terms subject to redemption within the next
succeading sixty (60) days, the Authority shall have given the Trusiee in form satisfactory to it irrevocable
instructions to mail as soon as practicable, a notice to the Holders of such Bonds that the deposit required by clause
(2) above has been made with the Trustee and that such Bonds are deemed to have been paid in accordance with this
section and stating the maturity date or redemption date upon which money is to be available for the payment of the
principal of and redemption premiums, if any, on such Bonds.

(c) Notwithstanding anything to the conirary set forth in this section, the obligations of the Authority
under the Trust Agreement shall not be discharged or terminated until all Policy Costs owing 1o the insurance
company in accordance with the Trust Apreement shall have been paid in full.

Liability of Authority Limited to Revenues
Notwithstanding anything contained in the Trust Agreement, the Authority shall not be required to advance
any money derived from any source other than the Revenues as provided in the Trust Agreement for the payment of

the interest on or principal of or redemption premiums, if any, on the Bonds or for the performance of any
agreements or covenants in the Trust Agreement contained. The Authority may, however, advance funds for any
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such purpose so long as such funds are derived from a source legally available for such purpose without incurring an
indebtedness.

The Bonds are limited obligations of the Authority and are payable, as Lo interest thereon, principal thereof
and any premiums upon the redemption of any thereof, solely from the Revenues as provided in the Trust
Agreement, and the Authority is not obligated to pay them except from the Revenues. All the Bonds are equally
secured by a pledge of and charge and lien upon the Revenues, and the Revenues constitute 2 trusi fund for the
security and payment of the interest on and principal of and redemption premiums, if any, on the Bonds as provided
in the Trust Agreement. The Bonds are not a debt of the Authority, the State of California or any of its political
subdivisions, and neither the Authority, said State nor any of its political subdivisions is Hable thereon, nor in any
event shall the Bonds be payable out of any funds or properties other than those of the Authority as provided in the
Trust Agreement. The Bonds do not constitute an indebtedness within the meaning of any constitutional or statutory
limitation or restriction.

Acquisition of Bonds by Authority

All Bonds acquired by the Authority, whether by purchase or gift or otherwise, shall be surrendered to the
Trustee for cancellation. :

CERTAIN PROVISIONS OF THE MASTER INSTALLMENT SALE AGREEMENT
Definitions Applicable to the Installment Sale Agreement
“Accountant’s Report” means a report signed by an Independent Certified Public Accountant,
“Annual Revenues™ means, for any Fiscal Year, the Revenues during such Fiscal Year,

“Annual Debt Service” means, for any Fiscal Year, the Parity Payments required to be made under all
Supplemental Installment Sale Agreement in such Fiscal Year.

“Balloon Contract” means any Supplemental Instaliment Sale Agreement relating to Balloon Indebtedness
and described as such in such Supplemental Installment Sale Agreement.

“Certificate of the City” means an instrument in writing signed by the Mayor, City Finance Director, ot by
any other officer of the City duly authorized by the City for that purpose.

“Code” means the Internal Revenue Code of 1986, as amended, and regulations issued thereunder,

“Contracts” means all installment sale contracts, capital leases or similar obligations of the City authorized
and executed by the City under and pursuant to applicable law, the interest and principal and prepayment premium,
if any, payments under and pursuant to which are payable from Revenues on a parity with the payment of the Parity
Payments.

“Coverage Requirement” means, for any Fiscal Year, an amount of Annual Revenues equal in each case to
at least one hundred fifty percent (150%) of the Maximum Annual Debt Service; provided, that for purposes of
determining compliance with the Coverage Requirement, the following provisions shall apply:

(A) Generally. Except as otherwise provided by subparagraph (B) of this proviso with
respect to Variable Interest Rate Contracts and by subparagraph (C) of this proviso with respect to Obligations with
respect to which a Payment Agreement is in force, interest on any Obligation shall be calculated based on the actual
amount of interest that is payable under such Obligation;

(B) Interest on Variable Interest Rate Contracts. Interest deemed to be payable on any
Variable Interest Rate Contract for periods when the actual interest rate can be determined shall be the actual
Variable Interest Rates and for periods when the actual interest rate cannot yet be determined shall be calculated on




the assumption that the interest rate on such Variable Interest Rate Contract would be equal to the rate (the “assumed
RBIi-based rate™) that is ninety percent (90%) of the average RB! during the twelve {12) calendar month period
immediately preceding the date in which such calculation is made;

(C) Interest on Obligations with respect to which a Payment Agreement is in force. Interest
deemed to be payable on any Obligation with respect to which a Payment Agreement is in force shall be based on
the net economic effect on the City expected to be produced by the terms of such Obligation and such Payment
Agreement, including but not limited to the effects that (i) such Obligation would, but for such Payment Agreement,
be treated as an obligation bearing interest at a Variable Interest Rate instead shall be treated as an obligation
bearing interest at a fixed interest rate, and (ii) such Obligation would, but for such Payment Agreement, be treated
as an obligation bearing interest at a fixed interest rate instead shall be treated as an obligation bearing interest at a
Variable Interest Rate; and accordingly, the amount of interest deemed to be payable on any Obligation with respect
to which a Payment Agreement is in force shall be an amount equal to the amount of interest that would be payable
al the rate or rates stated in such Obligation plus the Payment Agreement Payments minus the Payment Agreement
Receipts, and for the purpose of calculating as nearly as practicable the Payment Agreement Receipts and the
Payment Agreement Payments under such Obligation, the following assumptions shall be made:

(1) City Obligated to Pay Net Variable Paymenis. If a Payment Agreement has been entered
into by the City with respect to an Obligation resulting in the payment of a net variable interest rate with respect to
such Obligation and Payment Agreement by the City, the interest rate on such Obligation for future periods when
the actual interest rate cannot yet be determined shall be assumed (but only during the period the Payment
Agreement is in effect) to be equal to the sum of (i) the fixed rate or rates stated in such Obligation, minus (ii) the
fixed rate paid by the Qualified Counterparty to the City, plus (i) the lesser of (A) the interest rate cap, if any,
provided by a Qualified Counterparty with respect to such Payment Agreement (but only during the period that such
interest rate cap is in effect) and (B) the assumed RBI-based rate; and

(2) City Obligated to Pay Net Fixed Payments. If a Payment Agreement has been entered
nto by the City with respect to an Obligation resulting in the payment of a net fixed interest rate with respect to such
Obligation and Payment Agreement by the City, the interest on such Obligation shall be mcluded in the calculation
of the Coverage Requirement (but only during the period the Payment Agreement is in effect) by including for each
Fiscal Year an amount equal to the amount of interest payable at the fixed interest rate pursuant to such Payment
Agreement;

(D) For purposes of calculating the Annual Debt Service on any Bailoon Contract, it shall be
assumed that the principal of such Balloon Contract, together with interest thereon at a rate equal to the assumed
RBI-based rate, will be amortized in equal annual installments of principal and interest over a term of thirty (30)
years;

(E) For purposes of calculating the Annual Debt Service there shall be excluded the amount
of such Annual Debt Service paid from the proceeds of Parity Obligations or from any interest earnings from
amounts on deposit in all Reserve Funds and Reserve Accounts established in connection with Parity Obligations, as
set forth in a Certificate of the City.

“Event of Default” means an event described under “Events of Defauit” below.

“Financial Guaranty” means a policy of municipal bond insurance or surety bonds issued by a municipal
bond insurer or a letter of credit issued by a bank or other institution if the obligations insured by such insurer or
issued by such bank or other institution, as the case may be, have ratings at the time of issuance of such policy or
surety bond or letter of credit in the highest rating category by S&P and Moody s and, if rated by A M. Best &
Company, also in the highest rating category by A.M. Best & Company.

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

June 30, or any other annual accounting period hereafter selected and de51gnaled by the City Council as the Fiscal
Year of the City.
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“Improvement Fund” means the City of El Cerrito Improvement Fund established under Master Installment
Sale Agreement,

“Independent Certified Public Accountant” means any firm of certified public accountants duly licensed
and entitled to practice and practicing as such under the laws of the State, appointed and paid by the City, and each
of whom —

M is in fact independent and not under the domination of the City;

2) does not have a substantial financial interest, direct or indirect, in the operations of the
City; and

(3) is not connected with the City as a director, officer or employee of the City, but may be

regularly retained to audit the accounting records of and make reports thereon to the City.

“Interest Payment Date” means a date on which any interest installment of the Payments is due and
payable.

“Issuing Document” means the Trust Agreement and any other indenture, trust agreement or other
document the obligations issued or delivered pursuant to which are secured by Payments under Contracts; provided,
that the trustee under each Issuing Document shall be the Trustee.

“Master Installment Sale Agreement” means the Master Installment Sale Agreement execuled and entered
into as of June 1, 2008, by and between the City and the Authority, as eriginally execuled and entered into and as it
may from time to time be amended or supplemented in accordance herewith.

“Maximum Annual Debt Service” means the largest Annual Debt Service during the period from the date
of such determination through the final maturity date of any Outstanding Parity Debt,

“Obligations” means all Parity Obligations and all Subordinate Obligations.

“Quistanding” means, with respect to the Payments, all Payments which have not been paid or otherwise
satisfied as provided in the Master Installment Sale Agreement, and with respect to the Supplemental Installment
Sale Agreements, all Supplemental Installment Sale Agreements the Payments under which have not been paid or
otherwise satisfied as provided in the Master Instaliment Sale Agreement.

“Parity Obligation Payment Fund” means the City of El Cerrito Parity Obligation Payment Fund
established under the Master Installment Sale Agreement. -

“Parity Obligations™ means all Supplemental Installment Sale Agreements, Payment Agreements or other
loan agreements entered into by the City, the Parity Payments under which (other than Termination Payments) are
secured by a senior lien on Revenues created hereby and are payable on a parity therefrom.

“Parity Payment Agreement” means a Payment Agreement which is a Parity Obligation.

“Parity Payments” means all installment payments scheduled to be paid by the City under all Parity
Obligations.

“Payment Agreement” means a written agreement for the purpose of managing or reducing the City’s
exposure to fluctuations in interest rates or for any other interest rate, investment, assel or liability managing
purposes, entered into either on a current or forward basis by the City and a Qualified Counterparty as authorized
under any applicable. laws of the State in connection with, or incidental to (but not necessarily concurrent with), the
entering into of any Supplemental Installment Sale Agreement, that provides for an exchange of payments based on
interest rates, ceilings or floors on such payments, options on such payments or any combination thereof, or any
similar device.

A-17



“Payment Agreement Payments” means the amounts periodically required to be paid by the City to all
Qualified Counterparties under all Payment Agreements.

“Payment Agreement Receipts” means the amounis periodically required to be paid by all Qualified
Counterparties to the City under all Payment Agreements. :

“Payment Date” means any date on which Payments are scheduled to be paid by the City.
“Payments” means the Parity Payments and the Subordinate Payments.

“Principal Payment Date” means a date on which any principal installment of the Payments is due and
payable.

“Project” means any additions, betterments, extensions or improvements to the Project designated by the
City Council of the City as a designated Project, the design, acquisition or construction of which (together with the
incidental costs and expenses related thereto) is to be financed by the proceeds of any Bonds, Contracts, or
Supplemental Installment Sale Agreements.

“Project Accounts” means collectively all the accounts established in the Improvement Fund pursuant to
any Supplemental Installment Sale Agreements or other agreements incidental thereto to finance the acquisition and
construction of all the Projects.

“Qualified Counterparty” means a party (other than the City or a party related to the City) who is the other
party to a Payment Agreement and (1) (a) who is rated at least equal to the ratings assigned by each of the Rating
Agencies 1o the obligations secured by Parity Payments (without regard to any gradations within a rating category),
{b) whose senior debt obligations are rated at least equal to the ratings assigned by each of the Rating Agencies to
the obligations secured by Parity Payments (without regard to any gradations within a rating category), or
guaranteed by an entity so rated, (¢) whose obligations under the Payment Agreement are guaranteed for the entire
term of the Payment Agreement by a bond insurer or other institution which has been assigned a credit rating at least
equal to the ratings assigned by each of the Rating Agencies to the obligations secured by Parity Payments, or
(d) whose obligations under the Payment Agreement are collateralized in such a manner as to obtain a rating at least
equal to the ratings assigned by each of the Rating Agencies to the obligations secured by Parity Payments, and
{2) who is otherwise qualified 1o act as the other party to a Payment Agreement under all applicable laws of the
State.

“Rating Agencies” means Moody’s and S&P, as the case may be, together with any other nationally
recognized municipal securities rating agency or agencies selected by the Authority that is then rating any
obligations secured by Parity Payments at the request of the Authority.

“RBI” means the Bond Buyer Revenue Bond Index or comparable index, or, if no comparable index can be
obtained, eighty percent {80%) of the interest rate on actively traded thirty (30) year United States Treasury Bonds,
except that if no such United States Treasury Bonds are actively traded, it means eighty percent {80%) of the interest
rate on actively traded United States Treasury obligations or other obligations generally recognized to constitute
“benchmark securities” in the municipal bond industry.

“Request of the City” means an instrument in writing signed by the City Manager, City Finance Director or
by any officer of the City duly authorized by the City Council for that purpose.

“Reserve Fund” and “Reserve Account” shall have the meanings given 10 such terms in any Issuing
Document or Supplemental Installment Sale Agreement.

“Reserve Fund Credit Facility Cosis” means the repayment of draws, expenses and accrued interest or other

similar costs payable in connection with a Financial Guaranty deposited with the Trustee for the credit of a Reserve
Fund or Reserve Account.
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“Revenue Fund” means the Clty of El Cerrito Revenue Fund established under the Master Installment Sale
Agreement.

“Revenues™ means, for any Fiscal Year, (1) all income and revenue received or receivable by the City
during such Fiscal Year from the proceeds of the Street Improvement Sales Tax, and (2) all Payment Agreement
Receipts and income from the investment of amounts on deposit in the Revenue Fund and the Parity Obligation
Payment Fund; but excluding in all cases any proceeds of taxes other than the Street Improvement Sales Tax and
any refundable deposits made to establish credit, and excludmg any income from the investment of amounts on
deposit in the Improvement Fund.

“Street Improvement Sales Tax™ means all of the special transactions and use taxes levied and imposed by
the City pursuant to Chapter 4,60 of the El Cerrito Municipal Code, as approved by voters of the City on February 5,
2008, and as the same may be amended from time to time.

“Subordinate Annual Debt Service” means, for any Fiscal Year, the Subordinate Payments reguired to be
made under all Supplemental Installment Sale Agreement in such Fiscal Year.

“Subordinate Obligations” means all Supplemental Installment Sale Agreements or Payment Agreements
the Subordinate Payments under which (other than Temmination Payments related to Subordinate Payment
Agreements} are secured by the subordinate lien on Revenues created hereby and are payable on a parity therefrom.

“Subordinate Payment Agreements” means a Payment Agreement which is a Subordinate Obligation.

“Subordinate Payments” means all installment payments scheduled to be paid by the City under all
Subordinate Obligations.

“Supplemental Instaliment Sale Agreements™ means all installment sale agreements supplemental to the
Master Installment Sale Agreement executed and entered into by the City and the Authority under and pursuant to
the Master Installment Sale Agreement and applicable law, as originally executed and entered into and as they may
from time to time be amended or supplemented in accordance herewith and therewith.

“Tax Certificate” means any certificate or agreement delivered with respect to the maintenance of the tax-
exempt status of Payments the interest component of which is intended to be excluded from gross income pursuant
to Section 103 of the Code.

“Termination Payments” means any payments due and payable to a Qualified Counterparty in connection
with the termination of a Payment Agreement,

“Variable Interest Rate” means any variable interest rate or rates to be paid under any Supplemental
Installment Sale Agreements, the method of computing which variable interest rate shall be as specified in the
applicable Supplemental Installment Sale Agreement, which Supplemental Instaliment Sale Agreement shall also
specify either (i) the payment period or periods or time or manner of determining such period or periods or time for
which each value of such variable interest rate shall remain in effect, and (ii) the time or times based upon which
any change in such variable interest rate shall become effective, and which variable interest rate may, without
‘limitation, be based on the interest rate on certain bonds or may be based on interest rate, currency, commodity or
other indices.

“Variable Interest Rate Contracis” means, for any period of time, any Supplemental Installment Sale
Agreements that bear a Variable Interest Rate during such period, except that no Supplemental Installment Sale
Apgreement shall be treated as a Variable Interest Rate Contract if the net economic effect of interest rates on any
particular Payments or such Supplemental Installment Sale Agreement and interest rates on any other Payments of
the same Supplemental Installment Sale Agreement, as set forth in such Supplemental Installment Sale Agreement,
or the net economic etfect of a Payment Agreement with respect to any particular Payments, in either case is to
produce obligations that bear interest at a fixed interest rate, and any Supplemental Installment Sale Agreement with



respect to which a Payment Agreement is in force shall be treated as a Variable Interest Rate Contract if the net
economic effect of the Payment Agreement is to produce obligations that bear interest at a Variable Interest Rate.

Acquisition and Construction of Projects

The Authority agrees to finance and refinance the costs of the design, acquisition and consiruction of the
Projects for, and to sell the Projects to, the City, and the City agrees to buy the Projects from the Authority; and in
order to implement this provision, the Authority appoints the City as its agent for the purpose of such acquisition
and construction, and the City agrees to enter into such consiruction contracts and purchase orders as may be
necessary, as agent for the Authority, to provide for the complete acquisition and construction of the Projects, and
the Cily agrees that as such agent it will cause the acquisition and construction of the Projects to be diligently
completed after the deposit of funds in the Improvement Fund for such purpose under the Installment Sale
Agreement, and that it will use iis best efforts to cause the acquisition and construction of the Projects to be
completed in a timely fashion, unforeseeable delays beyond the reasonable control of the City only excepted.
Notwithstanding the foregoing, it is expressly understood and agreed that the Authorily shall be under no liability of
any kind or character whatsoever for the payment of any costs or expenses incurred by the City for the acquisition
and construction of the Projects and that all such costs and expenses shall be paid by the City, regardless of whether
the funds deposited in the corresponding Project Accounts are sufficient to cover all such costs and expenses.

Improvement Fund

There is established the “City of El Cerrito Improvement Fund,” which fund the City Manager agrees to
hold and maintain until the completion of the acquisition and construction of all Projects to be financed from the
Project Accounts established in such fund as provided in all Supplemental Installment Sale Agreement; and all
money in the Improvement Fund (and interest earnings thereon) shall be used and withdrawn by the City Manager to
pay the costs of the acquisition and construciion of the Projects (or to reimburse the City for such costs paid by it}
including the payment of interest on the Obligations upon receipt of a Request of the City filed with the City
Manager, each of which shall be sequentially numbered and shall state the person or entity to whom payment is to
be made, the amount of money to be paid, the purpose for which the obligation to be paid was incumred and that such
payment is a proper charge against the related Project Account in the Improvement Fund and has not been the
subject of a previous Request of the City. After the completion of the acquisition and construction of each Project to
be financed from the related Project Account in the Improvement Fund, any remaining balance of money in such
Project Account shail be transferred to the City for any lawful purpose of the City subject to the provisions of any
Tax Certificate.

Parity Obligations

The City may at any time execute any Parity Obligations {other than the Parity Obligations issued pursuant
to the First Supplemental Installment Sale Agreement) payable as provided in the Installment Sale Agreement;

provided:

(a) There shall be on file with the City:

(1) A Certificate of the City demonstrating that, during the last audited Fiscal Year, the
Annual Revenues were at least equal to the Coverage Requirement for all Quistanding Supplemental Installment
Sale Agreements plus the Parity Obligations proposed to be executed.

(b) A Certificate of the City that the Project to be acquired and constructed with the proceeds of such
Parity Obligation is technically feasible and the estimated cost of the acquisition and construction thereof is

reasonable. .

(c) At the time of such execution of Parity Obligations, no Event of Default shall have occurred and
be continuing,
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(d) If required by the terms of such Parity Obligations, a separate reserve has been or will be
established therefor and that provisions have been made to fund such reserve,

Notwithstanding the foregoing provisions, there shall be no limitations on the ability of the City to
execute any Parity Obligation at any time to refund any outstanding Obligation.

Subordinate Obligations

The City may at any time execute any Subordinate Obligations payable as described above under “Revenue
Fund; Pledge of Revenues™; provided that no Event of Default has occurred and is continuing,

Nothing contained in the Installment Sale Agreement shall iimit the ability of the City to execute
obligations payable from a lien on Revenues that is subordinate to the lien of Revenues for both Parity Obligations
and Subordinate Obligations contained in the Installment Sale Agreement.

Certain Covenants of the City

Compliance with Contracts. The City will punctually pay the Payments in strict conformity with the terms
of the Installment Sale Agreement, and will faithfully observe and perform all the agreements, conditions, covenants
and terms contained in the Installment Sale Agreement required to be observed and performed by it, and will not
terminate the Contracts for any cause including, without limiting the generality of the foregoing, any acts or
circumstances that may constitute failure of consideration, destruction of or damage to the Projects, commercial
frustration of purpose, any change in the tax or other laws of the United States of America or of the Siate or any
political subdivision of either of them or any failure of the Authority to observe or perform any agreement,
condition, cavenant or term contained in the Installment Sale Agreement required o be observed and performed by
it, whether express or implied, or any duty, liability or obligation arising out of or connected herewith or the
insolvency, or deemed insolvency, or bankruptcy or liquidation of the Authority, the Trustee or any force majeure,
including Acts of God, tempest, storm, earthquake, war, rebellion, riot, civil disorder, acts of public enemies,
blockade or embargo, strikes, industrial disputes, lockouts, lack of transportation facilities, fire, explosion, or acts or
regulations of governmental authorities.

Use of Proceeds. The Authority and the City agree that the proceeds of the Supplemental Installment Sale
Agreement will be used by the City, as agent for the Authority, to pay the costs of financing or refinancing the
acquisition, construction, expansion, Teconstruction and rehabilitation of the Projects and to pay the incidental costs
and expenses related thereto as provided in the Installment Sale Agreement.

Against Encumbrances. The City will pay or cause to be paid when due all sums of money that may
become due for any labor, services, materials, supplies or equipment furnished, or alleged to have been furnished, to
or for the City in, upon, about or relating to the Project and will keep the Project free of any and all liens against any
" portion of the Project. In the event any such lien attaches to or is filed against any portion of the Project, the City
will cause each such lien to be fully discharged and released at the time the performance of any obligation secured
by any such lien matures or becomes due, except that if the City desires to contest any such lien it may do so;
provided, that if any such lien shall be reduced to final judgment and such judgment or any process as may be issued
for the enforcement thereof is not promptly stayed, or if so stayed and such stay thereafter expires, the City will
forthwith pay or cause to be paid and discharged such judgment. The City will, to thesmaximum extent permitted by
law, indemnify and hold the Authority harmless from, and defend it against, any claim, demand, loss, damage,
liability or expense (including attorneys’ fees)-as a result of any such lien or claim of lien against any portion of the
Project.

Prompt Acquisition and Construction of the Projects. The City will take all necessary and appropriate
steps to acquire and construct the Projects, as agent of the Authority, with all practicable dispatch and in an

expeditious manner and in conformity with law so as to complete the same as soon as possible.

Compliance with Contracts for Use of the Project. The City will comply with, keep, observe and perform
all agreements, conditions, covenants and terms, express or implied, required to be performed by it contained in all
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contracts for the use of the Project and all other contracts affecting or involving the Project to the extent that the City
is a party thereto.

Payment of Claims. The City will pay and discharge any and all lawful claims for labor, materials or
supplies which, if unpaid, might become a lien on the Revenues or any part thereof or which might impair the
security of the Payments.

Accounting Records; Financial Statements and Other Reports. The City will keep appropriate
accounting records in which complete and correct entries shall be made of all transactions relating to the Project and
the Revenues, which records shall be available for inspection by the Authority and the Trustee at reasonable hours
and under reasonable conditions.

The City will prepare and file with the Authority and the Trustee annually within nine months afier the
close of each Fiscal Year {(commencing with the Fiscal Year ending June 30, 2008) financial statements of the City
for the preceding Fiscal Year prepared in accordance with Generally Accepted Accounting Principles, together with
an Accountant’s Report thereon and a special report prepared by the Independent Certified Public Accountant who
examined such financial statements stating that nothing came to his attention in connection with such examination
that caused him to believe that the City was not in compliance with any of the financial agreements or covenants
contained in the Instaliment Sale Agreement.

Repeal or Amendment of Street Improvement Sales Tax. The City will take no action to repeal or
withdraw the Street Improvement Sales Tax, nor take any action to amend the Street Improvement Sales Tax,
Chapter 4.60 of the El Cerrito Municipal Code, or any other law governing the Street Improvement Sales Tax, that
would result in a decrease in the amount of Revenues derived by the City from the Street Improvement Sales Tax,
Including, but not limited o, amendments to limit the categories of transactions subject to the Street knprovement
Sales Tax.

Protection of Security and Rights of the Authariiy. The City will preserve and protect the security of the
Installment Sale Agreement and the rights of the Authority to the Payments under the Installment Sale Agreement
and will warrant and defend such rights against all claims and demands of all persons.

Additional Covepants. The City may provide additional covenants pursuant to any Supplemental
Installment Sale Agreement, including covenants relating to any credit support and/or liquidity support obtained for
Obligations; provided, however, that such additional covenants do not materially and adversely affect the right of
Owners of outstanding Obligations issued prior to any such Supplemental Installment Sale Agreement.

Further Assurgnees. The City will adopt, deliver, execute and make any and all further assurances,
instruments and resolutions as may be reasonably necessary or proper to carry out the intention or to facilitate the
performance of the Instaliment Sale Agreement and for the better assuring and confirming unto the Authority of the
rights and benefits provided to it in the Installment Sale Agreement.

Events of Default

If one or more of the following Events of Default shall happen, that is to say —

N -

(D if default shall be made in the due and punctual payment of any Payment under any Supplemental
Installment Sale Agreement or any Parity Obligation when and as the same shall become due and payable;

(2) if default shall be made by the City in the performance of any other of the agreements or
covenants contained in the Installment Sale Agreement or in any Supplemental Installment Sale Agreement required
to be performed by it, and such default shall have continued for a period of sixty (60) days after the City shall have
been given notice in writing of such default by the Authority or the Trustee; or

€)] if the City shall file a pelition or answer seeking arrangement or reorganization under the federal
bankruptcy laws or any other applicable law of the United States of America or any state therein, or if a court of
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competent jurisdiction shall approve a petition filed with or without the consent of the City seeking arrangement or
reorganization under the federal bankruptcy laws or any other applicable law of the United States of America or any
state therein, or if under the provisions of any other law for the relief or aid of debtors any court of competent
jurisdiction shall assume custody or control of the City or of the whole or any substantial part of its property;

then and in each and every such case during the continuance of such Event of Default specified in clause (1) or (3)
above, the Authdrity shall, and for any other such Event of Default the Authority may, by notice in writing to the
City given not later than three (3) Business Days after it receives notice of an Event of Default or direction to
proceed under an Event of Default, declare the entire amount of the unpaid principal amount of the Payments and
the accrued interest thereon to be due and payable immediately, and upon any such declaration the same shall
become immediately due and payable, anything contained in the Installment Sale Agreement to the contrary
notwithstanding; provided, that if at any time afier the entire amount of the unpaid principal amount of the Payments
and the accrued interest thereon shall have been so declared due and payable and before any judgment or decree for
the payment of the money due shall have been obtained or entered the City shall deposit with the Authority a sum
sufficient to pay the unpaid principal amount of the Payments due and payable prior to such declaration and the
accrued interest thereon, with interest on such overdue installments at the rate or rates applicable to such unpaid
principal amounts of the Payments if paid in accordance with their terms, and the reasonable expenses of the
Authority, and any and all other defaults known to the Authority (other than in the payment of the entire amount of
the unpaid Payments due and payable solely by reason of such declaration) shall have been made good or cured to
the satisfaction of the Authority or provision deemed by the Authority to be adequate shall have been made therefor,
then and in every such case the Authority, by written notice to the City, may rescind and annul such declaration and
its consequences; but no such rescission and annuiment shall extend to or shall affect any subsequent default or shall
impair or exhaust any right or power consequent thereon.

Application of Revenues Upon Event of Default.

All Revenues upon the date of the declaration of acceleration by the Authority and all Revenues thereafier
received shall be applied in the following order (subject on a pro rata basis to the acceleration provisions of parity
obligations) —

1
First, to the payment of the costs and expenses of the Authority, if any, in carrying out the
provisions of the Installment Sale Agreement, including reasonable compensation to its agents, accountants and
counsel and including any indemnification expenses;

Second, to the payment of the interest then due and payable on the principal amount of the unpaid
Parity Payments (except any Termination Payments), and, if the amount available shall not be sufficient to pay in
full all such interest then due and payable, then to the payment thereof ratably, according to the amounts due thereon
without any discrimination or preference;

Third, to the payment of the unpaid principal amount of the Parity Payments (except any
Termination Payments) then due and payable with interest on the overdue principal and interest amounts of the
unpaid Parity Payments at the tate or rates of interest then applicable to such Parity Payments if paid in accordance
with their terms, and, if the amount available shall not be sufficient to pay in full all the amounts due with respect to
the Parity Payments on any date, together with such interest, then to the payment thereof ratably, according to the
principal amount due on such date, without any discrimination or preference;

Fourth, to the payment of any other amounts becoming due and payable with respect to Parity
Obligations {including any letter of credit and remarketing fees);

Fifth, to the payment of the Subordinate Payments (except any Termination Payments) then due
and payable and any other amounts becoming due and payable with respect to Subordinate Obligations {including

any letter of credit and remarketing fees) and any Termination Payments on all Parity Payment Agreements; and

Sixth, to the payment of all other amounts due and payable by the City, including, but not limited
to the payment of any Termination Payments on all Subordinate Payment Agreements.
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Other Remedies
The Authority shall have the right —

(a) by mandamus or other action or proceeding or suit at law or in equity to enforce its rights against
the City or any director, officer or employee thereof, and to compel the City or any such director, officer or
employee to perform and carry out 118 or his duties under the agreements and covenants required to be performed by
it or him contained in the Installment Sale Agreement;

(b) by suil in equity to enjoin any acts or things which are unlawful or violate the rights of the
Authority; or

{c) by suit in equity upon the happening of an Event of Default to require the City and its directors,
officers and employees to account as the trustee of an express trust.

Non-Waiver

Nothing in the Installment Sale Agreement or in any other provision of the Installment Sale Agreement
shall affect or impair the obligation of the City, which is absolute and unconditional, to pay from Revenues, first the
Parity Payments and second, the Subordinate -Payments to the Authority at the respective due dates or upon
prepayment, or shall affect or impair the right of the Authority, which is also absolute and unconditional, to institute
suit to enforce such payment by virtue of the contract embodied in the Installment Sale Agreement.

A waiver of any default or breach of duty or contract by the Authority shall not affect any subsequent
default or breach of duty or contract or impair any rights or remedies on any such subsequent default or breach of
duty or contract. No delay or omission by the Authority to exercise any right or remedy accruing upon any default
or breach of duty or contract shall impair any such right or remedy or shall be construed to be a waiver of any such
default or breach of duty or contract or an acquiescence therein, and every right or remedy conferred upon the
Authority by or any applicable law or by the Installment Sale Agreement may be enforced and exercised from time
to time and as oflen as shall be deemed expedient by the Authority.

If any action, proceeding or suit to enforce any right or exercise any remedy i1s abandoned or determined
adversely to the Authority, the City and the Authority shall be restored to their former positions, nights and remedies
as if such action, proceeding or suit had not been brought or taken. .

Remedies Not Exclusive

No remedy in the Installment Sale Agreement conferred upon or reserved to the Authority is intended to be
exclusive of any other remedy, and each such remedy shall be cumulative and shall be in addition to every other
remedy given under the Installment Sale Agreement or now or hereafter existing in law or in equity or by statute or
otherwise and may be exercised without exhausting and without regard to any other remedy conferred by any
applicable law.

Discharge of Obligations

(a) If the City shall pay or cause to be paid all the Payments at the times and in the manner provided
in the Installment Sale Agreement, the right, title and interest of the Authority in the Instaliment Sale Agreement and
the obligations of the City under the Installment Sale Agreement and under all Supplemental Installment Sale
Agreements shall cease, terminate, become void and be completely discharged and satisfied.

(b) All or any portion of the Payments shall, prior to their payment dates or dates of prepayment, be
deemed 10 have been paid within the meaning of and with the effect expressed in subsection (a) above if the City
makes payment of such Payment and the prepayment premium, if applicable, in the manner provided in the
applicable Issuing Document, or if not so provided:therein, in the manner described in paragraph (c) beiow,
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(c) All or any portion of the Payments shall, prior (o their payment dates or dates of prepayment, be
deemed to have been paid within the meaning of and with the effect expressed in subsection (a) above if (i) notice is
provided by the City to the Authority, (ii) there shall have been deposited with the Authority either money in an
amount which shall be sufficient, or Defeasance Securities, the interest on and principal of which when paid will
provide money which, together with money, if any, deposited with the Authority, shall be sufficient (as evidenced
by a report of an Independent Certified Public Accountant or other party satisfactory to the Trustee regarding such
sufficiency) to pay when due the principal installments of such Payments or such portions thereof on and prior to
their payment dates or their dates of prepayment, as the case may be, and the prepayment premiums, if any,
applicable thereto and (iii} all fees and expenses with respect to the Obligations shall have been paid.

(d) After the payment of all Payments and prepayment premiums, if any, as provided in this section,
and the payment in full of all fees and expenses of the Authority, the Authority, upon receipt of a Request of the
City, shall cause an accounting for such period or periods as may be requested by the City to be prepared and filed
with the City and the Authority and shall execute and deliver to the City and the Authority all such instruments as
may be necessary or desirable to evidence such total discharge and satisfaction of the Installment Sale Agreement,
and the "Authority shall pay over and deliver 1o the City, as an overpayment of Payments, all such money or
investments held by it pursuant to the Master Installment Sale Agreement other than such money and such
investments as are required for the payment or prepayment of the Payments, which money and investments shall
continue to be held in trust for the payment of the Payments.

Amendments to Master Installment Sale Agreement

The City and the Authority shall not supplement, amend, modify or terminate any of the terms of the
Master Installment Sale Agreement, or consent to any such supplement, amendment, modification or termination,
without the prior writien consent of the Trustee, which such consent shall be given only if (a) such supplement,
amendment, modification or termination will not materially adversely affect the interests of the holders of
Obligations or result in any material impairment of the security given for the payment of the Obligations, or (b) the
Trustee first obtains the written consent of a majority in aggregate principal amount of Owners of the Parity
Obligations then Qutstanding acting unanimously to such supplement, amendment, modification or termination, and,
if the supplement, amendment, modification or termination affects the definition of the term “Coverage
Requirement” or any of the other defined terms used in such definition or the sections of the Master Installment Sale
Agreement related to the Improvement Fund, or conditions for the execution of Parity Obligations, the Trustee shall
also first obtain the written consent of a majority in aggregate principal amount of Subordinate Obligations then
Outstanding acting unanimously; provided, that any supplement that complies with the provisions of the Master
Installment Sale Agreement related to execution of supplemental installment sale agreements shall not be deemed to
materially adversely affect the interests of the holders of Obligations or result in any material impairment of the
security given for the payment of the Obligations; and provided further, that ne such supplement, amendment,
modification or termination shall reduce the amount of Payments to be made to the Authority or the Trustee by the
City pursuant to the Master Installment Sale Agreement, or extend the time for making such Payments, or permit the
creation of any lien prior to or on a parity with the lien created by the Master Installment Sale Agreement on the
Payments without the written consent of all of the holders of all Obligations then Qutstanding acting unanimously.

Liability of City Limited to Revenues

Notwithstanding anything contained in the Installment Sale Agreement, the City shall not be required to
advance any money derived from any source of income other than the Revenues for the payment of first, the Parity
Payments and second, the Subordinate Payments or for the performance of any agreements or covenants required {0
be performed by it contained in the Installment Sale Agreement; provided, that the City may advance money for any
such purpose so long as such moneys are derived from a source legally available for such purpose and may be
legally used by the City for such purpose.

The obligation of the City to make first, the Parity Payments and second, the Subordinate Payments is a
special obligation of the City payable solely from the Revenues as provided in the Installment Sale Agreement.
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CERTAIN PROVISIONS OF THE SUPPLEMENTAL INSTALLMENT SALE AGREEMENT
Certain Definitions of the Supplemental Installment Sale Agreement

“Purchase Price” means the principal amount plus the interest thereon owed by the City to the Authority
under the conditions and terms of the respective Supplemental Installment Sale Agreement.

“Reserve Fund” means the Reserve Fund held under the Trust Agreement relating to the respective
Supplemental Installment Sale Agreement,

“Reserve Fund Requirement” has the meaning assigned in the Trust Agreement.

“2008 Project Account” means the account by that name within the Improvement Fund established under
the Master Installment Sale Agreement.

Payment of 2008 Payments

The City shall, subject to any rights of prepayment, pay the Authority the Purchase Price, without offset or
deduction of any kind, by paying the principal installments of the 2008 Payments annually in the amounts and on
May 1 in each of the years and in accordance with the Installment Sale Agreement, together with the interest
installments of the 2008 Payments (which interest instaliments shall be paid semi-annually on each May 1 and
November 1 and shall constitute mterest paid on the principal amount of the City’s obligation to make the 2008
Payments 10 the Authority under the Supplemental Instaliment Sale Agreement) and any amounts due to make up
any deficiency in the Reserve Fund as provided in the Installment Sale Agreement.

The obligation of the City under the Supplemental Installment Sale Agreement shall constitute a “Parity
Obligation” under the Master Installment Sale Agreement.

The obligation of the City 1o make the 2008 Payments to the Authority under the Supplemental Installment
Sale Agreement is, subject to the Master Installment Sale Agreement, absolute and unconditional, and until such
time as the 2008 Payments shall have been paid in full (or provision for the payment thereof shall have been made
pursuant to of the Master Installment Sale Agreement), the City shall not discontinue or suspend any 2008 Payment
required 1o be paid by it under this section when due, whether or not the Project or any part thereof is operating or
operable, or its use is suspended, interfered with, reduced, curtailed or terminated in whole or in part, and such 2008
Payments shall not be subject to reduction whether by offset, abatement or otherwise and shall not be conditional
upon the performance or non-performance by any party to any agreement for any cause whatsoever.

Certain Covenants of the City

‘Tax Covenants. The City agrees and covenants that it will at all times do and perform all acts and things
permitted by law and the First Supplemental Installment Sale Agreement and the Trust Agreement which are
necessary in order to assure that interest paid on the Series 2008 Bonds (or any of them) will be excluded from gross
income for federal income tax purposes, and that it will take no action that would result in such interest not being
excluded from gross income for federal income tax purposes. Without limiting the generality of the foregoing, the
City agrees and covenants to comply with the provisions of the Tax Certificate related to the Series 2008 Bonds
which are incorporated in the Supplemental Installment Sale Agreement. This covenant shall survive payment in
full or defeasance of the Series 2008 Bonds. '

Continuing Disclosure. The City agrees and covenants that it will comply with and carry out all of the
provisions of the Continuing Disclosure Certificate. Notwithstanding any other provision of the First Supplemental
Installment Sale Agreement, failure of the City to comply with the Continuing Disclosure Certificate shall not be
considered an Event of Default under the Master Installment Sale Agreement or the Trust Agreement; provided that
the Trustee may (and, at the request of any Participating Underwriter (as defined in the Continuing Disclosure
Certificate) or the Holders of at least twenty-five percent {25%) in aggrepate principal amount of Outstanding Series
2008 Bonds and upon being provided with indemnification reasonably acceptable to it, shall) or any Holder or
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Beneficial Owner {as defined in the Continuing Disclosure Certificate) may take such actions as may be necessary
and appropriate, including seeking mandate or specific performance by court order, to cause the City 1o comply with
its obligations under this section.
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APPENDIX B
FORM OF CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate (the “Disclosure Certificate™) is exccuted and delivered by
the CITY OF EL CERRITO, California (the “City”), and MUNIFINANCIAL, as dissemination agent {the
“Dissemination Agent”) in connection with the issuance by the El Cerrito Public Financing Authority (the
“Authority”) of Sales Tax Revenue Bonds, Serics 2008 (the “Bonds”). The Bonds are being issued
pursuant to a Trust Agreement dated as of June 1, 2008, between the Authority and Union Bank of '
California, N.A., as trustee, (the “Trustee™) (the “Trust Agreement”). The City and the Dissemination
Agent covenant and agree as follows:

SECTION 1. Purpose of thc Disclosure’ Certificate. This Disclosure Certificate is
being executed and delivered by the City and the Dissemination Agent for the benefit of the Holders and
Beneficial Owners of the Bonds and in order to assist the Participating Underwriters in complying with
S.E.C. Rule 15¢2-12(b)(5).

SECTION 2. Definitions. In addition to the definitions set forth in the Trust
Agreement, which apply to any capitalized term used in this Disclosure Certificate unless otherwise
defined in this Section, the following capitalized terms shall have the following meanings:

“Annual Report” shall mean any Annual Report provided by the City pursuant to, and as
described in, Sections 3 and 4 of this Disclosure Certificate.

“Beneficial Owner” shall mean any person which has or shares the power, directly or indirectly,
to make investment decisions concerning the ownership of any Bonds (including persons holding Bonds
through nominees, depositories or other intermediaries).

“Disclosure Representative” shall mean the City Manager of the City or his or her designee, or
such other officer or employee as the City shall designate in writing to the Trustee from time to time.

“Dissemination Agent” shall mean the MuniFinancial, or any successor Dissemination Agent
which may be designated in writing by the City and which has filed with the Trustee a written acceptance
of such designation.

*Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure Certificate,

“National Repository” shall mean any Nationally Recognized Municipal Securities Information
Repository for purposes of the Rule. The National Repositories currently approved by the Securities and
Exchange Commission are set forth at http://www sec.gov/info/municipal/nrmsir.htm.

“Participating Underwriter” shall mean any of the original underwriters of the Bonds required to
comply with the Rule in connection with offering of the Bonds.

“Repository” shall mean each National Repository and the State Repository.

“Rule” shall mean Rule 15¢2-12(b)}(5) adopted by the Securities and Exchange Commission
under the Securities Exchange Act of 1934, as the same may be amended from time to time.

“gtate” shall mean the State of Califorma.
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“State Repository” shall mean any public or private repository or entity designated by the State of
California as the state repository for the purpose of the Rule and recognized as such by the Securities and
Exchange Commission, as listed at http://www sec.gov/info/municipal/nrmsir. htm.

SECTION 3. Provision of Annual Reports.

(a) The City shall, or shall cause the Dissemination Agent to, not later than
nine months after the end of the City’s Fiscal Year (presently June 30), commencing with the report for
the 2007-08 Fiscal Year, provide to each Repository an Annual Report which is consistent with the
requirements of Section 4 of this Disclosure Certificate. The Annual Report may be submitted as a single
document or as separate documents comprising a package, and may include by cross-reference other
information as provided in Section 4 of this Disclosure Certificate; provided that the audited financial
statements of the City may be submitted separately from the balance of the Annual Report and later than
the date required above for the filing of the Annual Report if they arc not available by that date. If the
City’s fiscal year changes, it shall give notice of such change in the same manner as for a Listed Event
under Section 5. :

(b) Not later than fifteen (15) Business Days prior to the date specified in subsection
(a) for providing the Annual Report to Repositories, the City shall provide the Annual Report to the
Dissemination Agent and the Trustee (if the Trustee is not the Dissemination Agent); provided, however,
that the City may distribute the Annual Report itself after providing written notice to the Trustee and the
Dissemination Agent. If by such date, the Dissemination Agent has not received a copy of the Annual
Report, the Dissemination Agent shall notify the City of such failure to receive the Annual Report. The
City shall provide a written certification with each Annual Report furnished to the Dissemination Agent
and the Trustee to the effect that such Annual Report constitutes the Annual Report required to be
furnished by it hereunder. The Dissemination Agent and the Trustee may conclusively rely upon such
certification of the City and shall have no duty or obligation to review such Annual Report.

(c) If the Dissemination Agent is unable to verify that an Annual Report has been
provided to Repositories by the date required in subsection (a), the Dissemination Agent shall send a
notice to each Repository, the Municipal Securities Rulemaking Board and the State Repository, if any, in
substantially the form attached as Exhibit A.

(d) The Dissemination Agent shall:

(1) determine each year prior to the date for providing the Annual Report the
name and address of each National Repository and the State Repository, if any; and

(ii) to the extent the City has provided the Annual Report to the
Dissemination Agent, file a report with the City and (if the Dissemination Agent is not the
Trustee) the Trustee certifying that the Annual Report has been provided pursuant to this
Disclosure Certificate, stating the date it was provided and listing all the Repositories to which it
was provided.

SECTION 4. Content of Annual Reports. The City’s Annual Report shall contain or
include by refercnce the following:

1. The City’s Comprehensive Annual Financial Report, including the audited financial
statements for the prior Fiscal Year, which audited financial statements shall be prepared in accordance
with generally accepted accounting principles as promulgated to apply to governmental entities from time
to time by the Governmental Accounting Standards Board. If the City’s audited financial statements are
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not available by the time the Annual Report is required to be filed pursuant to Section 3(a), the Annual
Report shall contain unaudited financial statements in a format similar to the financial statements
contained in the final Official Statement, and the audited financial statcments shall be filed in the same
manner as the Annual Report when they become available.

Any or all of the items listed above may be included by specific reference to other documents,
including the City’s Comprehensive Annual Financial Report and official statements of debt issues of the
City or related public entities, which have been submitted to each of the Repositories or the Securities and
Exchange Commission. If the document included by reference is a final official statement, it must be
available from the Municipal Securities Rulemaking Board. The City shall clearly identify each such
other document so included by reference.

SECTION 5. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 5, the City shall give, or cause
to be given, notice of the occurrence of any of the following events with respect to the Bonds, if material:

L. principal and interest payment delinquencies;

2. non-payment related defaults;

3. modifications to rights of Bondholders;

4, optional, contingent or unscheduled bond calls;

5. defeasances;

6. rating changes;

7. adverse tax opinions or events adversely affecting the tax-exempt status of the
Bonds;

8. unscheduled draws on the debt service reserves reflecting financial difficulties;

g. unscheduled draws on credit enhancements reflecting financial difficulties;

10. substitution-of' credit or liquidity providers or their failure to perform;

11. release, substitution or sale of property securing repayment of the Bonds.

{b) The Trustee shall, promptly upon obtaining actual knowledge of the

occurrence of any of the Listed Events (with no obligation to determine the materiality thereof), contact
the Disclosure Representative, inform such person of the event, and request that the City promptly notify
the Trustee in writing whether or not to report the event pursuant to subsection (f); provided that, failure
by the Trustee to so notify the Disclosure Representative and make such request shall not relieve the City
of its duty to report Listed Events as required by this Section 5. For the purpose of this Disclosure
Certificate “actual knowledge” means actual knowledge at the corporate trust office of the Trustee by an
officer of the Trustee with responsibility for matters related to the administration of the Trust Agreement.
Whenever the City obtains knowledge of the occurrence of a Listed Event, the City shall as soon as
possible determine if such event would be material under applicable federal securities laws.

(c) Whenever the City obtains knowledge of the occurrence of a Listed

Event, whether because of a notice from the Trustee pursuant to subsection (b) or otherwise, the City shall
as soon as possible determine if such event would be material under applicable federal secunties laws,
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(d) If the City has determined that knowledge of the occufrencc of a Listed
Event would be material under applicable federal securities laws, the City shall promptly notify the
Trustee in writing. Such notice shall instruct the Trustee to report the occurrence pursuant to subsection

(.

(e) If in responsc to a request under subsection (b), the City determines that
the Listed Event would not be material under applicable federal securities laws, the City shall so notify
the Trustee in writing and instruct the Trustee not to report the occurrence.

(H If the Trustee has been instructed by the City to report the occurrence of
a Listed Event, the Trustee shall file a notice of such occurrence with the Municipal Securities
Rulemaking Board and the State Repository. Notwithstanding the foregoing, notice of Listed Events
described in subsections (a){4} and (5) need not be given under this subsection any carlier than the notice
(if any) of the underlying event is given to Holders of affected Bonds pursuant to the Trust Agreement.

(2) The Trustee may conclusively rely on an opinion of counsel that the
City’s instructions to the Trustee under this Section 5 comply with the requirements of the. Rule.

SECTION 6. Termination of Reporting Obligation. Each party’s obligations under
this Disclosure Certificate shall terminate (a) upon the legal defcasance, prior redemption or payment in
- full of all of the Bonds or (b) if, in the opinion of nationally recognized bond counsel, the City ceases to
be an “obligated person™ (within the meaning of the Rule) with respect to the Bonds or the Bonds
otherwise cease to be subject to the requirements of the Rule. If such termination occurs prior to the final
maturity of the Bonds, the City shall give notice of such termination in the same manner as for a Listed
Event under Section 5(c).

SECTION 7. Dissemination Agent. The City may, from time to time, appoint or
engage a Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificatc,
and may discharge any such Agent, with or without appointing a successor Dissemination Agent. The
Dissemination Agent may resign by providing thirty days written notice to the City. The Disscmination
Agent shall not be responsible in any manner for the content of any notice or report prepared by the City
pursuant to this Disclosure Certificate. If at any time there is not any other designated Dissemination
Agent, the Trustce shall be the Dissemination Agent. The initial Dissemination Agent shall be
MuniFinancial.

SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this
Disclosure Certificate, the City, the Trustee and the Dissemination Agent may amend this Disclosure
Certificate (and the Trustee and the Dissemination Agent shall agree to any amendment so requested by
the City provided such amendment does not impose any greater duties, nor risk of liability, on the Trustee
or the Dissemination Agent, as the case may be}, and any provision of this Disclosure Certificate may be
waived, provided that the following conditions are satisfied:

(a) If the amendment or waiver relates to the provisions of Sections 3(a), 4,
or 5(a), it may only be 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 an obligated person with
respect to the Bonds, or the type of business conducted,

§)] The undertaking, as amended or taking into account such waiver, would,
in the opinion of nationally recognized bond counsel, have complied with the requirements of the Rule at
the time of the original issuance of the Bonds, after taking into account any amendments or interpretations
of the Ruig, as well as any change in circumstances; and
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(c) The amendment or waiver either (i) is approved by the Holders of the
Bonds in the same manner as provided in the Trust Agreement for amendments to the Trust Agreement
with the consent of Holders, or (it} does not, in the opinion of nationally recognized bond counsel,
materially impair the interests of the Holders or Beneficial Owners of the Bonds.

In the event of any amendment or waiver of a provision of this Disclosure Certificate, the City
shall describe such amendment in the next Annual Report, and shall include, as applicable, a narrative
explanation of the reason for the amendment or waiver and its impact on the type (or in the case of a
change of accounting principles, on the presentation) of financial information or operating data being
presented by the City. In addition, if the amendment relates to the accounting principles to be followed in
preparing financial statements, (1) notice of such change shall.be given in the same manner as for a Listed
Event under Section 5(c), and (ii) the Annual Report for the year in which the change is made should
present a comparison (in narrative form and also, if feasible, in quantitative form) between the financial
statements as prepared on the basis of the new accounting principles and those prepared on the basis of
the former accounting principles.

SECTION 9. Additional Information. Nothing in this Disclosure Certificate shall be
deemed to prevent the City from disseminating any other information, using the means. of dissemination
set forth in this Disclosure Certificate or any other means of communication, or including any other
information in any Annual Report or notice of occurrence of a Listed Event, in addition to that which is
required by this Disclosure Certificate. If the City chooses to include any information in any Annual
Report or notice of occurrence of a Listed Event in addition to that which is specifically required by this
Disclosure Certificate, the City shall have no obligation under this Disclosure Certificate to update such
information or include it in any future Annual Report or notice of occurrence of a Listed Event.

SECTION 10. Electronic Filing, Notwithstanding any other provision of this
Disclosure Certificate, the Annual Report and notices of Listed Events may be filed, at the option of the
City, with the National Repositorics and the State Repository through DisclosureUSA.org
<http://www disclosureusa.org> or any similar electronic filing service approved for such purpose by the
Securitics and Exchange Commission, If filed by the City or the Dissemination Agent with
DisclosureUSA.org, Annual Reports and notices of Listed Events will be forwarded automatically to the
Repositories, and no separate filing with the Repositories will be made by the City or the Dissemination
Agent.

SECTION 11. Default. In the event of a failure of the City, the Trustee or the
Dissemination Agent to comply with any provision of this Disclosure Certificate, any Holder or
Beneficial Owner of the Bonds may take such actions as may be necessary and appropriate, including
seeking mandate or specific performance by court order, to cause the City, the Trustee or the
Dissemination Agent to comply with its obligations under this Disclosure Certificate. A default under
this Disclosure Certificate shall not be deemed an Event of Default under the Trust Agreement, and the
sole remedy under this Disclosure Certificate in the event of any fajlure of the City, the Trustee or the
Dissemination Agent to comply with this Disclosure Certificate shall be an action to compel performance,

SECTION 12. Duties, Immunities and Liabilities of Trustee and Dissemination Agent.
Articie VI of the Trust Agreement is hereby made applicable to this Disclosure Certificate as if this

Disclosure Certificate were (solely for this purpose) contained in the Trust Agreement. The
Dissemination Agent shall be entitled to the protections and limitations from liability afforded to the
~ Trustee thereunder. The Dissemination Agent and the Trustee shall have only such duties as are
specifically set forth in this Disclosure Certificate, and the City, to the extent permitted by law, agrees to
indemnify and save the Dissemination Agent, its officers, directors, employees and agents, harmless
against any loss, expense and liabilities which it may incur arising out of or in the exercise or
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performance of its powers and duties hereunder, including the costs and expenses (including attorneys
fees) of defending against any claim of liability, but excluding liabilities due to the Dissemination Agent’s
or the Trustee’s negligence or willful misconduct. The Dissemination Agent shall be paid compensation
by the City for its services provided hereunder in accordance with its schedule of fees as amended from
time to time and all expenses, legal fees and advances made or incurred by the Dissemination Agent in
the performance of its duties hereunder. Any company succeeding to all or substantially all of the
Dissemination Agent’s corporate trust business shall be the successor to the Dissemination Agent
hereunder without the execution or filing of any paper or any further act. The obligations of the City
under this Section shall survive resignation or removal of the Dissemination Agent and payment of the
Bonds.

SECTION 13. Notices. Any notices or communications to or among any of the partics
to this Disclosure Certificate may be given as follows:

To the City: City of El Cerrito
10890 San Pablo Avenue
El Cerrito, CA 94530-2392
Attention: City Manager

To the MuniFinancial
Dissemination 27368 Via Industria, Suite 110
Agent: Temecula, CA 92590-3661

Attention: Anne Pelej

Any person may, by written notice to the other persons listed above, designate a different address or
telephone number(s) to which subsequent notices or communications should be sent.
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SECTION 14. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit
of the City, the Dissemination Agent, the Participating Underwriters and Holders and Beneficial Owners
from time to time of the Bonds, and shall create no rights in any other person or entity.

Date: , 2008

CITY OF EL CERRITO

By

City Manager

MUNIFINANCIAL, as Dissemination Agent

By

Authorized Officer
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APPENDIX C

CITY OF EL CERRITO AND TRADE AREA
GENERAL, DEMOGRAPHIC AND ECONOMIC INFORMATION

The following information is presented as genmeral background data about the City and the
primary geographical area from which a business in the City would expect to draw the majority of its
customer base (the “Trade Area”). The Bonds are payable solely from revenues collected pursuant to the
Street Improvement Sales Tax levied in the City of El Cerrito and other sources as described herein. The
Trade Area, for purposes of this Official Statement, is an arbitrary boundary, not associated with any
City or County or other governmental district boundary lines, that has been determined based on an
average driving time of seven minutes from certain points within the City. The Trade Area data presented
herein are therefore approximations, and individuals within the Trade Area may not palronize businesses
in the City, and individuals outside the Trade Area may patronize businesses within the City.

CITY INFORMATION
General

The City of El Cerrito is a general law City that was incorporated in 1917. Located in Western
Contra Costa County, it has a geographical area of approximately 3.9 square miles and forms part of the
highly urbanized area along the castern shore of San Francisco Bay. Interstate Highway 80 passes near
the west boundary of the community; the crest of the Berkeley Hills and Wildcat Canyon Regional Park
definc the eastern boundary. The community is served by the Bay Area Rapid Transit system with
stations near both the north and south boundaries of the City. The City’s population is
approximately 23,200.

The City is organized as a council-manager form of local municipal government. The City
Council consists of five members elected at large for four-year, overlapping terms. The Council from
among its members sclects the Mayor for a one-year term. The Mayor and City Council provide
community leadership, develop policies to guide the City in delivering services and achieving community
goals, and encourage citizen understanding and involvement. The Council Members also serve as the
governing body of the El Cerrito Redevelopment Agency.

The City Manager is appointed by the City Council and is responsible for administration of
municipal affairs. All municipal departments operate under the supervision of the City Manager.
Through the City Manager, City staff, using the resources appropriated by the Council in the budget to
achieve desired service results in the community, carries out the policies of the Council.

Scott Hanin, City Manager, has been the City Manager of the City of El Cerrito since March 2001.
He came to the City after serving for approximately two years as the Executive Director of the West
Contra Costa Integrated Waste Management Authority. The Authority is responsible for regional solid
waste planning, rate setting and facility issues. Prior to joining the Authority he was employed as a
management consultant focusing on solid waste and environmental issues with an exclusive focus on
public agencies. Before moving to California in 1992, Mr. Hanin served as a Senior Analyst in the Office
of Operations, Office of the Mayor - City of New York. He began his carecr as a community coordinator
and later a project manager with the NYC Department of Sanitation. He has a Masters in Public
Administration from New York University and a Bachelor of Arts in'Political Science from the
University of Delaware. '
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Mary Dodge has been the Finance Director/City Treasurer for the City of El Cerrito since August
of 2004, prior to that she was the Financial Operations Manager for the City of Concord, California for
seven years and the Chief Accountant for the City of Antioch, California for five years. Ms. Dodge is a
Certified Public Accountant and worked in that capacity for seven years during her career. Early on she
worked two years at Touche Ross in Sacramento and later at Maze and Associates in Walnut Creek with
her client base being primarily cities. She has a Bachelor of Science degree in Business Administration
with an emphasis in Accounting.

Demographic Information

Table A sets forth population data for the City for the last five years.

TABLE A
CITY OF EL CERRITO
Population
Last Five Fiscal Years
Year City
(January 1) Population
2003 23,518 '
2004 23,468
2005 23,328
2006 23289
2007 - - 23,194

Source: California Department of Finance.
Figurc 1 presents the 2000 Census figures for age.
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TABLE B

CITY OF EL. CERRITO
Demographic Statistics, 2000
Age Distribution
Age Population
Under 5 1,079
5to 19 2,965
20to 24 1,203
251044 7,226
45t0 64 5,965
65 and older 4,733
Total 23,171

Source: U. S. Census Burcau, 2000.

Emploeyment

Annual employment statistics in Contra Costa County are set forth in Table C.

TABLE C

COUNTY OF CONTRA COSTA
Labor Force, 2003-2007

Civilian Labor Employed Labor Unemployed Unemployment
Force Force Labor Force Rate
2003 512,700 481,400 31,300 6.1
2004 512,500 484,600 27,900 54
2005 516,100 491,000 25,100 4.9
2006 518,500 496,300 22,200 4.3
2007 529,800 501,200 26,900 5.1

Source: Statc of California, Employment Development Department.

An unemployment rate history, including the City of El Cerrito, is set forth in Table D.



TABLE D
CITY OF EL CERRITO
Comparative Unemployment Statistics
Unemployment Rate (%)
Annual Averages

City of El Contra Costa
Year . Cerrito County State of California United States”
2003 5.4 6.1 6.8 5.7
2004 4.8 5.4 6.2 5.4
2005 43 459 5.4 4.8
2006 3.8 473 4.9 4.4
2007 4.5 5.1 5.9 5.0
O Preliminary.

) Seasonally adjusted unemployment rate.

Source. California Employment Development Department, Labor Market Information Bureau of Labor
Statistics and U.S. Department of Labor, Bureau of Labor Statistics.

Table E describes houschold income data for the City.

TABLE E
CITY OF EL CERRITO
Demagraphic Statistics
Income Levels .
Income Level Amount
Median Household Income $57,253
Mean Eamings $68,769
Per Capita Income $32,593

Source:

U. S. Census Bureau, 2000



Building Activity

Table F summarizes the building activity for the years 2002-03 through 2006-07 1n the City of El
Cerrito.

TABLE F
CITY OF EL CERRITO
Property Value and Construction
Last Five Fiscal Years

Construction Activity
Fiscal Year Valuation

Fiscal Number of

Year Commercial . Residential Total Permits
2002-03 12,844,591 9,017,947 21,862,538 1,453
2003-04 3.256,280 11,635,744 14,892,024 1,279
2004-05 3,773,031 24,621,366 28,392,397 1,369
2005-06 8,159,769 12,863,940 21,023,709 1,357
2006-07 11,290,177 10,900,829 22,191,006 1,377

Source: City of El Cerrito Building Services Division.
Education

The City contains four public clementary schools, one public middle school, one public high
school operated by the West Contra Costa Unified School District and five independent schools.

Community Facilities

Parks and open space facilities in El Cerrito include approximately 45 acres of City-owned parks,
80 acres of City-owned open space, 38 acres of other City-maintained recreational facilities, and 18 acres .
of school district owned and maintained recreational areas for a total of approximately 181 acres of
publicly owned recreation and open space facilities. The Recreation Department provides and operates a
wide range of recreational programs that serve the broader needs of the entire community as well as
facilities that serve local neighborhoods, including the El Cerrito Community Center and Swim Center
Complex, the Open House Senior Center, eleven local parks (six with clubhouses), and picnic facilities.

Public Services and Infrastructure

In addition to providing public safety services, police, fire protection, emergency medical
services, and emergency preparedness, the City also provides a storm drainage system, a recycling center
" and curbside collection of recyclable materials, and manages and maintains facilities located in the public
rights-of-way. Other community services are provided by regional agencies, including East Bay
Municipal Utility District (EBMUD), which provides the City’s water supply and wastcwater treatment;
Stege Sanitary District, which provides wastewater collection; and the East Bay Sanitary Company,
which provides solid waste collection and disposal.
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Transportation

The City comprises approximately 3.9 square miles. Highly developed transportation facilities of
the San Francisco-Oakland Metropolitan area are readily available to the residents of the City. The City is
traversed by Interstate 80 (Eastshore Freeway). Five miles north, California Highway 4 runs east from I-
80 to Concord, where freeway connections can be made to San Jose (I-680), the Central Valley (I-580},
and Los Angeles (I-5). The community is also served by the Bay Arca Rapid Transit (BART) system with
stations near both the north and south boundaries of the City, the East Bay Paratransit Service and the AC

Transit bus system.



APPENDIX D

PROPOSED FORM OF OPINION OF BOND COUNSEL
[Dated Date]

El Cerrito Public Financing Authority
El Cerrito, California

El Cerrito Public Financing Authority
Sales Tax Revenue Bonds, Series 2008
(Final Opinion)

Ladies and Gentlemen:

We have acted as bond counsel to the El Cerrito Public Financing Authority (the “Authority”) in
connection with its issuance of $11,750,000 aggregate principal amount of El Cerrito Public Financing
Authority Sales Tax Revenue Bonds, Series 2008 (the “Bonds™), issued pursuant to a trust agreement,
dated as of June 1, 2008 (the “Trust Agreement”), between the Authority and Union Bank of California,
N.A., as trustee (the “Trustee™). Capitalized terms not otherwise defined herein shall have the meanings
ascribed thereto in the Trust Agreement or in the Installment Sale Agreement (as defined below).

In such connection, we have reviewed the Master Installment Sale Agreement, as supplemented' by the
First Supplemental Installment Sale Agreement (together, the “Installment Sale Agreement”), between the
City of El Cerrito, California (the “City”), as purchaser and the Authority, as seller; the Trust Agreement;
the Tax Certificate, dated the date hereof (the “Tax Certificate™); opinions of counsel to the Authority, the
City and the Trustee; certificates of the Authority, the City, the Trustee and others; and such other
documents, opinions and matters to the extent we deemed necessary to render the opinions set forth
herein.

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

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

L. The i30nds constitute the valid and binding limited obligations of the Authority.

2. The Trust Agreement has been duly executed and delivered by, and constitutes the valid
and binding obligation of, thc Authority. The Trust Agreement creates a valid pledge, to secure the
payment of the interest and premium, if any, on and principal of the Bonds, of the Revenues and any other
amounts held by the Trustee in any fund or account established pursuant to the Trust Agreement, except
the Rebate Fund, subject to the provisions of the Trust Agreement permitting the application thercof for
the purposes and on the terms and conditions set forth in the Trust Agreement.

3. The Installment Sale Agreement has been duly executed and delivered by, and constitutes
the valid and binding obligation of, the Authority and the City.

4. The Bonds are not a lien or charge upon the funds or property of the Authority except to
the extent of the aforementioned pledge. Neither the faith and credit nor the taxing powers of the City,
the State of California or of any political subdivision thereof is pledged to the payment of the principal of
or interest on the Bonds except to the extent of the Street Improvement Sales Tax. The Authority has no
taxing power.

6. Interest on the Bonds is excluded from gross income for federal income tax purposes

/under Section 103 of the Internal Revenue Code of 1986 (the “Code”) and is exempt from State of

California personal income taxes. Interest on the Bonds is not a specific preference item for purposes of

the federal individual or corporate alternative minimum taxes, although we observe that it is included in

adjusted current earnings when calculating corporate alternative minimum taxable income. We express

no opinion regarding other tax consequences related to the ownership or disposition of, or the accrual or
receipt of interest on, the Bonds.

Faithfully yours,

ORRICK, HERRINGTON & SUTCLIFFE LLP
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APPENDIX E
DTC AND THE BOOK-ENTRY SYSTEM

: The information in this Appendix F concerning The Depository Trust Company, New York, New
York (“DTC”) and DTC’s book-entry system has been obtained from DTC and the City takes no
responsibility for the completeness or accuracy thereof. The City cannot and does not give any
assurances that DTC, DTC Participants or Indirect Participants will distribute to the Beneficial Owners
(a) paymenis of interest, principal or premium, if any, with respect to the Bonds, (b) certificates
representing ownership inlerest in or other confirmation or ownership interest in the Bonds, or (c)
redemption or other notices sent t0. DTC or Cede & Co., its nominee, as the registered owner of the
Bonds, or that they will so do on a timely basis, or that DTC, DTC Participants or DTC Indirect
Participants will act in the manner described in this Appendix. The current “Rules” applicable to DTC
are on file with the Securities and Exchange Commission and the current “Procedures” of DTC to be
Jollowed in dealing with DTC Participants are on file with DTC.

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the
herein captioned (the “Bonds”). The Boads will be issued ag fully-registered securities registered in the
name of Cede & Co. (DTC’s parinership nominee) or such other name as may be requested by an
authorized representative of DTC. One fully-registered Bond will be issued for each maturity of the
Bonds, each in the aggregate principal amount of such maturity, and will be deposited with DTC. '

DTC, the world’s largest securities depository, is a limited-purpose trust company organized
under the New York Banking Law, a “banking organization” within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the meaning of
the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions
of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over
3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and moncy
market instruments (from over 100 countries) that DTC’s participants (“Direct Participants”) deposit with
DTC. DTC also facilitates the posi-trade settlement among Direct Participants of sales and other
securities transactions in deposited securities, through electronic computerized book-entry transfers and
pledges between Direct Participants’ accounts. This eliminates the need for physical movement of
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company
for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which
are registered clearing 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-U.S. securities brokers and dealers,
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship
with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has Standard &
Poor’s highest rating: AAA. The DTC Rules applicable to its Participants are on file with the Securitics
and Exchange Commission. More information about DTC can be found at www.dtcc.com and
www.dtc.org.

Purchases of the Bonds under the DTC system must be made by or through Direct Participants,
which will receive .a credit for the Bonds on DTC’s records. The ownership interest of each actual
purchaser of each 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
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Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on
behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership
interests in the Bonds, except in the event that the use of the book-entry system for the Bonds is
discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be
requested by an authorized representative of DTC. The deposit of the Bonds with DTC and their
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial
ownership. DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC’s rccords 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 Dircct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of the Bonds may wish to take
certain steps to augment the transmission to them of notices of significant events with respect to the
Bonds, such as redemptions, tenders, defaults, and proposed amendments to the Bond documents. For
example, Beneficial Owners of the Bonds may wish to ascertain that the nominee holding the Bonds for
their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial
Owners may wish to provide their names and addresses to the registrar and request that copies of notices
be provided directly to them.

Redemption notices shail be sent to DTC. If less than all of the Bonds within an issue are being
redeemed, DTC’s practice is to dectermine by lot the amount of the interest of each Direct Participant in
such issue to be redeemed.

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

Redemption proceeds, distributions, and dividend payments on the Bonds will be made to Cede &
Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice
is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail
information from the Issuer or an Agent of the Issuer, on a payable date in accordance with their
respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be
governed by standing instructions and customary practices, as is the case with securities held for the
accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such
Participant and not of DTC, an Agent, or the Issuer, subject to any statutory or regulatory requirements as
may be in effect from time to time. Payment of redemption proceeds, distributions, and dividend
payments to Cede & Co. {or such other nominee as may be requested by an authorized representative of
DTC) is the responsibility of the Issuer or an Agent of the Issuer, disbursement of such payments to
Direct Participants will be the responsibility of DTC, and disburscment of such payments to the
Beneficial Owners will be the responsibitity of Direct and Indirect Participants.
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A Beneficial Owner shall give notice to elect to have its Bonds purchased or tendered, through its
Participant, to a Tender or Remarketing Agent, and shall effect delivery of such Bonds by causing the
Direct Participant to transfer the Participant’s interest in the Bonds, on DTC’s records, to such Tender or
Remarketing Agent. The requirement for physical delivery of the Bonds in connection with an optional
tender or a mandatory purchase will be deemed satisfied when the ownership rights in thc Bonds are
transferred by Direct Participants on DTC’s records and followed by a book-entry credit of tendered
Bonds to such Tender or Remarketing Agent’s DTC account.

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

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

The information in this section concerning DTC and DTC’s book-entry system has been obtained
from sources that the Issuer believes to be reliable, but the Issuer takes no responsibility for the accuracy
thereof.

AS LONG AS A BOOK-ENTRY ONLY SYSTEM IS USED FOR THE BONDS, THE CITY
WILL SEND NOTICES TO HOLDERS ONLY TO DTC. ANY FAILURE OF DTC TO ADVISE ANY
PARTICIPANT, OR OF ANY PARTICIPANT TO NOTIFY ANY BENEFICIAL OWNER, OF ANY
NOTICE AND ITS CONTENT OR EFFECT WILL NOT AFFECT THE VALIDITY OR
SUFFICIENCY OF THE PROCEEDINGS RELATING TO ANY OTHER ACTION PREMISED ON
SUCH NOTICE.

THE CITY HAS NO RESPONSIBILITY OR LIABILITY FOR ANY ASPECT OF THE
RECORDS RELATING TO OR PAYMENTS MADE ON ACCOUNT OF BENEFICIAL OWNERSHIP,
OR FOR MAINTAINING, SUPERVISING OR REVIEWING ANY RECORDS RELATING TO
BENEFICIAL OWNERSHIP OF INTERESTS IN THE BONDS.

THE CITY CANNOT AND DOES NOT GIVE ANY ASSURANCES THAT DTC WILL
DISTRIBUTE PAYMENTS WITH RESPECT TO THE BONDS RECEIVED BY DTC TO DTC
PARTICIPANTS OR THAT THE PARTICIPANTS OR OTHERS WILL DISTRIBUTE PAYMENTS
WITH RESPECT TO THE BONDS RECEIVED TO THE BENEFICIAL OWNERS, OR THAT THEY
WILL DO SO ON A TIMELY BASIS OR WILL SERVE AND ACT IN THE MANNER DESCRIBED
IN THIS OFFICIAL STATEMENT. THE CITY IS NOT RESPONSIBLE OR LIABLE FOR THE
FAILURE OF DTC OR ANY PARTICIPANT TO MAKE ANY PAYMENT WITH RESPECT TO THE
BONDS OR AN ERROR OR DELAY RELATING THERETO.
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AUDITED FINANCIAL REPORT OF THE CITY AS OF JUNE 30, 2007
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THE CITY OF

EL CERRITO

December 13, 2007

To the Citizens of the City of El Cerrito
and the Honorable Mayor and Members of
the City Council:

1 hereby submit this Comprehensive Annual Financial Report (CAFR) of the City of El Cerrito
for the fiscal year ended June 30, 2007. Responsibility for both the accuracy of the data, and the
completeness and fairness of the presentation, including all disclosures, rests with the City
management. Te the best of our knowledge and belief, the enclosed data are accurate in ait
materia] respects and are reported in a manner designed to present fairly the financial position
and results of operations of the various funds of the City. We have included all disclosures
necessary to enable the reader to gain an understanding of the City’s financial activities. This
transmittal letter is intended to be read in conjunction with the Management’s Discussion and
Analysis and the Financia! Statements.

REPORTING ENTITY

The City of El Cerrito provides a full range of services, including police protection, fire
protection, planning, building inspections, parks and recreation facilities and services, and
construction and maintenance of streets, public buildings, and other infrastructure. The City
Council is financially accountable for the Redevelopment Ageacy of El Cerrite (Agency), the
Pension Trust of the City of El Cetrito, and the El Cerrito Public Finance Authority. All of these
entities’ activities are included in the City’s financial statements as part of the reporting entity.

'The City of El Cerrito is located across the Bay from the City of San Francisco in an area locally
referred to as the East Bay. The City consists of about 3.9 square miles, has approximately
24,000 residents, five public elementary schools, one public middle school, one public high
school, end seven independent schools. The City has 32 acres of developed park grounds snd a
100-acre hillside natura) area with 4 miles of trails, five banks and nincteen churches. 1t also has
ategional office of the California Department of Motor Vehicles, two Bay Area Rapid Transit
Stations, a major regional shopping center located within the City and some of the most
spectacular views of four of the Bay Area Bridges as well as San Francisco and the surrounding
arca.



Economic CONDITION AND FUTURE QUTLOOK

While the national, state and local economy are in a slate of fluctuation due to the sub-prime
maortgage problem and the related housing market decline, the City of El Cerrito remains in a
stable financial positian with a general fund balance of $4.0 million at June 30, 2067,

In FY 2006-07, revenues in the General Fund from property taxes grew at 9.4%, a pace higher
than the county average, and property tax increment in the Redevelopment Agency grew aimost
11% percent from the prior year. The City’s housing stock cominues to reflect stable to increased
property values and the sales market appears to have not experienced the slowdowns scen in the
newer housing markets farther away from San Francisce and Oakland. The continved turnover
of properties that had been held since before Proposition 13 has helped continue the solid
property tax revenue base.

The E] Cerrito Plaza was completed in FY 2001-02 and has continued 1o prosper since then
providing Bl Cerrito with a stable sales tax base. While sales taxes are forecasted with little
growth until new businesses are developed, the continued full tenancy of the I Cerrito Plaza
hag helped to maintain a healthy economic condition. As revenues have increased and now
stabilized, commitments have been made for needed personnel and projects that had been
postponed for years. New positions, primarily in Public Safety and Community Development
that were approved in the prior year are now being filled and planned construction projects are
underway.

. The Ten-Year Budget plan reflects these changes in our economy, and our operation and capital
program is in place. We are still challenged with how to repair our streets which have become
one of the lower rated in the County due {o little maintenance being performed in the last couple
of decades. To be able to deal with this significant backtog of deferred maintenance on City
streels, a one-half cent sales tax increase measure has been placed on the ballot for February
2008, Tf it passes the construction will begin in lute FY 2007-08.

MaJsor Crrr AcTivITIES FOR THE YEAR

In addition {0 providing customary municipal services ta the community, during FY 2006-07
the City made significant progress towards accomplishing certain goals and projects. Some of the
more significan! acccmplishments included:

»  Construction of the New City Hall started in December 2006 and will be completed
in April 2008. Bonds were issued for the final funding component in November
2006,

% The Grand Opening of the restored Cerrito Theatre occurred in October of 2006,
H

% Further plans were made to develop a new Library and Senior Center and plans are
underway on the San Pablo Avenue Streetscape project

+ A new Fire Truck was received in FY2006-07 and an additional cne was

commissioned and is due to be received in FY2007-08, Both were financed utilizing
capital leases.

viti

FINANCIAL INFORMATION

ACCOUNTING SYSTEM

The City’s accounting and budgeting records for general government operations are maintained
on a modified accrual basis, with the revenues being recorded when available and measurable,
and expenditures being recorded when the service or goods are received and the liabilities are
incurred. Accounting and budgefing for the City’s proprietary finds are maintained on the
accrual basis. Council has previously adopled a requirement for 10 percent of the general fund
operating budget to be availahle as ihe General Fund Reserve and adequate funds are available to
meet that regquirement. Capital Assets are recorded in accordance within the requirements of
GASB 34.

Non-exchange transactions in which the City gives o1 receives value without directly receiving or
giving equa! value in exchange inchude taxes, grants entitlements and denations. On an acerual
basis revenue from taxes is reccgnized in the fiscal year for which the taxes are levied or
assessed. Revenue from grants, entitlements and denatiens are recognized in the fiscal year in
which all eligibility requirements have been met.

The City maintains an internat control strtucture designed to provide reasonable assurance that the
City’s assets are profected from loss, theft, or misuse, and to ensure that adequate accounting
data are compiled to allow for the preparation of finangial statements in conformity with
ganerally accepted accounting principles. The intemal control structure is designed to provide

. reasonable, but not absolute assurance that these objectives are met. The concept of reasonable

assurance recognizes that {1) the cost of a cuntrol should not exceed the benefits likely to be
derived; and (2) the valuation of costs and benefits requires estimates and judgements by
management.

BUDGETING GCONTROLS

The City of El Cerrito maintains budgetary controls to ensure compliance with legal provisions
embodied in the annual appropriated budget epproved by the City Council. Activities of the
gencral fund, special revenue funds, capital projects funds, debt service funds, and preprietary
funds are included in the annual appropriated budget. The level of budgetary control (that is the
leve! at which expenditures cannot legaily exceed the appropriated amount) is at the fund level.

Only the City Council has the authority to create or modify tetal appropriations of any fund,
subject to only the appropriations limits established by State law. The City Council approved
various supplemental appropriations during the year. The statements and schedules included in
the financial section of this report indicate that the City continued to meet its responsibility for
sound financial management.



OTHER INFORMATION

INDEPERDENT AUDIT

The City Council selects an independent certified public aceounting firm to perform a required
annual audit of the City’s financial records and transactions. Such an audit is also required
through covenants related to the City’s bonded indebtedness. The Cily has coniracted with Maze
& Associates, an independent auditor, to perform the audit and prepare the financial section of
this report.

AWARDS

The City of El Cerrito received the award for its fiscal year 2005-06 Comprehensive Annual
Financial Report from the Government Finance Officers Association for the third straight year.
The Government Finance Officers Association of the United States and Canada (GFOA}
awarded a Centificate of Achievement for Excellence in Financial Reporting to the City of E1
Cerrito for its comprehensive annual financial report for the fiscal year ended June 30, 2006. In
order to be awarded a Certificate of Achievement, a government must publish an easily readable
and efficiently organized comprehensive annual financial report. This report must satisfy both
generally accepted accounting principles and applicable legal requirements. A Certificate of
Achievement is valid for a period of one year only, We believe that our current comprehensive
annual financial report continues to meet the Certificate of Achievement Program’s requirements
and we are submitting it to the GFOA to determine its eligibility for another certificate,
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To the Honorable Mayor and City Coumeil

City of Bl Cerrite, Califumia

We have audited the freeneial statements of the governmental aerivities, the business-type sefivities, each major find,
and the aggregate remaining Pind informaion of the City of i Cerrito as of and for the year ended June 30, 2007,
which collearively comprise the City's basic Goancial stmtements a5 Bated in the Table of Contents. These finanein]
statéments are the responsibility of the City’s manzgément, Our responsibifity is %0 sxpress un opision on thése
fnanciat stasensents based on our audit,

This Page Left Intentionally Blank We conducted our andit in accordange with generally accepted auditing standards i the Unitedt States of Amcrics.
Those stamdards regquire that we plan snd perform the audit 1o obtain reasonable assbrance as to winther the finangia|
statements are fiee of muteridl misviatemsant. An audit mclodesexamining on & tést basis evidence supporting the
wensuess wind diselosures Bo the Guacial siatements, An sudit slso inchudes assessing the accosnting principles wsed
and signifieant estimites made by management, a5 welf as evatuating the overall financinl statement presentation, We
pelicve thint oty dedit fravides p reasonable basis for our opirion.

In car apinion, the basic finangial watements 1efepred o above present frirly in ol material respects the respective
Ainancial positon of (e pavernmenta) activities, the husinesg-type activities, each mujor fund, und the aggregate
romaining fund infornsation of the City of Bl Cemito as of Jape 30, 2007 and the respective changes in the financis
positian and zash (ows, where applicable, thereof wl the respective budgetary compnrisons Tisted as part of the basie
financial statements for the year then ended, in confonmity with genetally accepted accounting prineiples iiv the United
$tates of Américs. '

Minigement's Discussion and Analysis is not 4 required part of the basic finaneiu} statoments but is supplementary
informuation requived by the Governmiental Accounting Standards Board. We have applica certain Yimited procedwres,
which consisted principally of inguirics of nanagement regarding the methods of messurement and presentation of
tha rzquired supplementary information, 1lowever, we did net audit the information and express no opinion on it,

Chur andit was mirde for the purpose of fopiing ap epinion on the busic fancial statements taken as a whole, The
sapplements] informarion listed in the Table of Cantedits is presented for purposes of additiona! analysis and is nof a
réquired.part of the haste Brancial stateriznts of the City of Ef Cenrito. Such information has beett subjecied to she
aaditing procedures applied in our audit of the basic financiad stakememts, and.in owr opinton is fairly stated in al}
nsaterial respects in relation o the basic financial statements taken as & whole,

The introductory section and statistical section lsted in the (able of contents were not sudited by us and we do nog
express an epinion on this informatios.

Fane and Lasociatte—

Novernber 9, 207

A Frarsgsivon! Somrnten
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CITY OF EL CERRITQ
MANAGEMENT'S DISCUSSION AND ANALYSIS
Tune 30, 2007

This section of the City of El Cerrito’s annual financial report presents our discussion and analysis
of the City’s financial performance during the fiscal year ended June 30, 2007 as prescribed by the
Government Accounting Standards Board Statement 34 “Basic Financial Statements—and
Management's Discussion and Analysis-for State and Local Governments. Please read it in
conjuncticn with the City’s accompanying transmittal letter, the basic financial statements and the
accompanying nates to the financial statements,

Financial Highlights .

In FY2006 many projects were developed, staff was added and departments reorganized. Programs
were started that did not come to fruition unti]l FY2007. Along with the carryover of projects from
the previous year, bonds were sold in November 2006 to pay for construction of a new City Hall
which broke ground in December 2006 and is planned for completion in April 2008. The restoration
of a historic art deco theater, *The Cerrito Theater” was completed this vear and opened in October
2006. With so much activity beginning in FY 2006, for FY2007, and budgeted for FY2008, the
City is working in a “Finish what you Start” mode. This philosophy is reflected in the major
fluctuations discussed below:

» The City's total combined net assets were $58.1 million at June 30, 2007, a difference of $865
thousand greater than the previous year. The major fluctuations are related to the issuance of

City Hall Lease Revenue Bonds for $9.6 million and are offset by the capitalization of the

Cerrito Theater and other projects, The pesitive change is a reduction from the previous year's
increase of $2.7 million reflecting our ability to increase programs responsibly and still
maintsin reasonable growth.

¢ General Revenues were $24.4 million, an increase of $1.7 million from the previous year with
the largest increase being in Secured and Unsecured property taxes. Tn FY2007 property taxes
continued to grow al a rate higher than budgeted while Sales Taxes declined slightly. In the
current year property tax growth has slowed due to the nationwide problems with the housing
market, but due 10 our built-cut siatus with high-end housing and desirakle location close to
San Francisco and Oakland cur property values are ot impacted as much as the newer cities
around us.

» The total cost of the City's programs increased by $2.8 million with the growth being
primarily in program expansion in Public Safety and Community Development and interest
on long term debt relating to the beginning of payments on the Lease Revenue Bonds issued
in November 2006 for construction of a new City Hall.

¢ The general find reported a fund balance at June 30, 2007 of $4.0 million, an increase of $76
thousand illustrating the commitment to having a stable fund balance and maintaining
adequate reserves after the program expansion.



QVERVIEW OF THE FINANCIAL STATEMENTS

This Comprehensive Annual Financial Report (CAFR)
consists of five parts—introductory section (transmittal letter), :
management's discussion and analysis (fhis section), the basic
Jinancial statements, required supplementary information and | paccun,
statistical information. The basic financial statements include |est

two kinds of statements that present different views of the |4
City:

CITY OF EL CERRITO
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30,2007

Figura A-1, Required Components of the
Clty's Annual Financial Report

Wanagemens's Required
Bupplemertary
Information:

The first two statements are government-wide financial .=~
statements thal provide both Jomg-term and shori-term 2 —

information about the City’s overall financial status. —_—
The remaining statements are fund financial statements e e Z’Z

that focus on individual parts of the government, || Setemems || sulemestc Frotxsind
reporting the City’s operations in more detail than the
goverunent-wide statements.

The govermmental funds statements teli how geweral
government Services were financed in the short ferm as © 4 < > Detail
wel] as what remains for future spending.

Proprietary fund statements offer short- and long-term financial information abont the
activities the government operates like businesses. The City has two proprietary funds; the
Integrated Wasle Management Fund (enterprise fund) and the Vehicle Equipment
Replacement Fund (intemnal services fund),

Fiduciary fund statements provide information about the financial relationships in which the
City ac1s solely. as a rrustee or agens for the benefit of others, to whom the resources in
question belong.

The financial statemenis also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of required
supplementary information that further explains and supports the information in the financial
staternents. Figure A-1 shows how the required parts of this annual report are arranged and related
to one another.

Figure A-2, following, summarizes the major features of the City’s financial statements, including
the portion of the City government they cover and the types of information they contain, The
remainder of this overview section of management’s discussion and analysis explains the structure
and contents of each uf the statements.

CITY CF EL CERRITO
MANAGEMENT'S IMSCUSSION AND ANALYSIS

June 30, 2007

FIGURE A-2. MaJOR FEATURES OF THE CITY's GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS
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when cish i recerved or paid

Al zevenves und eapenses
during the Year, cegardless of
when cash fs reczived or paid

expenditures when poods or

. xervices have heen recelived
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(GOVERNMENT-WIDE FINANGIAL STATEMENTS

The government-wide financial statemenis are desigtied to provide readers with a broad everview of
the City’s finances, in a manner similar tc statements of a private-sector business. There are two
components of the govermment-wide financial statements: 1) statement of ner assels, and 2)
statement of activities, each of which is described below.

The staterent of net assets presents information on all the City’s assets and [iabilities, with
the difference between the two reparted as net assets, Over time, increases or decreascs in
net assets may serve as a useful indicator of whether the financial position of the City is
improving or deteriorating.

The statement of activities presents information showing how the City’s net assets changed
during the most recent fiscal year. All changes in net assets are reported zs soon as the
underiying event giving rise to the change occurs, regardless of the timing of related cash
flows. Thus, revenues and expenses are repotted in this statement for some items that will
result in cash flows in future fiscal periods.

The government-wide financial statements distinguish functions of the City that are principally
supporied by taxes and interpovemmental revenues (governmental activities) from other functions
that are intended to recover all or a significant portion of their cosis through user fees and charges
(business-type activities), The governmental sctivities of the City include public safety (potice and
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fire), streets, recreation, parks, planning, community development, and general administrative
support. The City also operates one business-type activity: recycling.

Component units are included in the basic financial statements and consist 'of legally separate
entities for which the City is financially accountable and that have cither the same governing board
as the City or a govemning boatd appointed by the City of El Cerrito City Council. The blended
component units include the El Cemito Redevelopment Agency, the El Cemito Municipal Services
Corporation, the E! Cerritc Employees’ Pension Plan, and the El Cerrito Public Finance Autharity.

FUND FINANCIAL STATEMENTS

The fund financial statements provide more detailed information about the City's most significant
JSunds—uot the City as a whole. Funds are accounting devices that the City uses to keep track of
specific sources of funding and spending for particular purposes.

» Some funds are required by State law and by bond covenants.

+ The City Council establishes other funds 1o control and manage money for particular purposes
or to show that it is properly using certain taxes and grants.

The City uses the following kinds of funds:

»  Governmental funds—Most of the City's basic services are included in governmental funds,
which focus on (1) how cash and other financial assets that can readily be converted to cash
flow in and out; and (2) the balances left at year-end that are available for spending.
Caonscquently, the governmental fund statements provide a detailed short-ferm view that helps
you determine whether there are more or fewer financial resources that can be spent in the
near future fo finance the City's programs. Because this information does not encompass the
additiona! long-term focus of the povernment-wide statements, we provide additional
information at the bottom of the governmental funds statement, or on the subsequent page,
that explain the relationship (or differences) between them.

v Proprietary funds—Services for which the City charges customers a fee are genesally
reported in proprietary funds. Proprietary funds, like the government-wide statements, provide
both long-term and shott-term financial information. The City's predominant proprietary fund
is the Integrated Waste Management Fund, which accounis for the City's recycling programs.
The City also uses an internal service fund to report activities related to the replacement of
vehicles and major equipment items.

« Fiduciary funds—The City is the trustee, or fiduciary, for certain funds. The city is also
responsible for other assets that—because of a trust arrangement—can be used only for the
trust beneficiaries. The City is responsible for ensuring that the assets reported in these funds
are used for their intended purposes. All of the City's fiduciary activities are reported in 2
separate statement of fiduciary net asgets and a statement of changes in fiduciary net assets.
We exclude these activitics from the City’s government-wide financial statements because the
City cannot use these assets to finance its operations.

CITY OF EL CERRITO
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net Assets, This year represents the forth year that the City has presented its financial statements
under the new reporting modei required by GASB 34. This reporting model changes significantly
both the recording and presentation of financial data. As noted earlier, net assets serves as an
indicator of a government’s financial position. In the case of the City, assets cxceeded liabilities by
$58.1 million at June 30, 2007. Table A-1, below, presents a summary of the City’s Statement of
Net Assets.

TABLE A-1, NET ASSETS

Govemmental - Bustresstype Total Changs
Activities Activities Total
ad: 24 EY #50% [ad.. 213 EY.03-04 Jal. 2] Flests

Aswta
Current and other asacls 540,112,213 5 36,101,578 4 561,13 1 678,596 5 40673371 3 36,780,174 513891,197
Capllal ansets 96021676 §6,856.262 907,110 AT 96,920,488 §7.805,699 9,133,787
Accamulaicd depreclation 32767113 (174780 (BLLI05 (ILISH (32308676 U0Muse}  QLJIRMD
Tou] Asets £104.057,140 12007 R fUL0ME SIRRG  SIDATILIE) 140315997 §I067A2M
Lisbmtles
Current and other liabilines $ 6495 346 $ 3591601 $13003 - $ 49,71 SEEILITY 14041379 s23M200
Lang-tcrm liabilities 40.009.565 krRasAlLd 009361 RIRIN 7216405
Toial Lisbilivies 6305111 326264761 1203 S45E B4560LI44 B O0MGASY BOELMEN
et Axsely
Imvestsd im capitl assely, nel BI1d0aT2 341,902,737 595,905 574,264 FA3130007T §£42927,000 prahi]
of reloted debt
Reskrictod 10,189,456 2,120,866 10,189,456 9,127,866 1,061,590
Unrestrised Laae01 148713 438003 GIELIE 4396200 Lles31 iRyl
Tolal Net Asets PEIRAT LIESRAL 1331008 Ligps IO RATAXLI0E SAbisa

As shown on Table A-1, the largest portion of the City’s net assets, $43.5 million, reflects its
investrment in capital assets less any refated putstanding' debt used to acquire those assets. The City
uses these capilnl assets such as streets, sidewalks, parks, and buildings to provide services o
citizens; consequently, these assets are not available for future spending. Although the City’s
investment in its capital assets is reported net of related debt, it should be noted that resources
needed to repay this debi must be provided from other sources, since the capital assets themselves
cannot be used to liquidate liabilities.

An additicnal $10.2 million of the City’s net assets represent resources that are subject to external
restrictions on how they may be used. The major restrictions on net assels are funding source
restrictions and in the 2006-07 fiscal year the types of funding source restrictions were reviewed
and significantly more assets are classified as restricted than were shown in the previous ycar. The
remaining balance of total net assets of $4.4 million is unrestricted and may be used to meet the
City’s obligations {o citizens and creditors in accordance with the finance-related legal requirements
reflected in the City’s fund structure. At the end of the fiscal year ended June 30, 2007, the City
reported positive balances in all three categories of net assets, for the City as 2 whole, as well as for
its separate governmental and business-type activities,
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Changes in Net Assets. For the year ended June 30, 2007, the City’s net assets increased by $865
thousand, a decrease of $i.4 million from the prior year increase of $2.2 million. This iz due
primatily to the sizbilization of the expanded programs and the relative flat activity in revenue other
than property taxes. The decline in Net Assets in the Integrated Waste program for the four years
running is indicative of the desire to spend down the accumulated funds from previous years as well
as increased costs to run the program,. No fee increases were made for many years as the net asset
balance was determined to be too high for a program of this size so as the costs increased the
balance was utilized. Now we are at the point where we need to ratse fees to cover these costs. Fees
increases were approved in July 2007 that are intended to allow the program ta break even and
provide for some capital expansion.

Table A-2, below, presents a summary of the City’s activities that generated this increase.

TABLE A-2, CHANGES IN NET ASSETS

CITY OF EL CERRITO
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As shown in Table A-2, above, the City’s total revenues were $33.0 million for the year ended June
30, 2007. A significant portion, 66.2 percent, of the City’s revenue comes from taxes (42.0 percent
property taxes, 10.4 percent sales tuxes, 8.4 percent uiility users taxes, and 5.4 percent other taxes).
Figure A-3, below, graphs the various revenues and the percentage that comprise the total amount.
The City also receives 5.6 percent of its
revenues from operating contributions
and grants, 20.5 percent from charges for
services, and only 7.8 percent comes
from cther sources.

Flgure A-3. Citywide Revenues

Covernmental Business-lype Total Primary
Actlvities Aclivities Government
FY 0607 EY 0506 -EY.08-7 jadvs.] EY 0607 EY 0106

Progrun reveaces:

Charges for tervices 1,536,422 5,013,216 1,227,755 14 $6,764,5T7 5,042,629

Operating contributioen aed grants 1LE43, 1M 3040299 1,843,174 3,040,299
Qeneral revenuss:

Pacperty ux 13347298 12,108,120 13,367 298 12,1p5020

Sales Lm 343,018 3,427,206 1432013 31,437,006

Utility wsers Lax 2.775,19% PRy 2,775,193 2,778.452

Other faxes 1771818 . 17336714 1,771,918 1,733,674

Other gtitral revenucs 2531491 2571312 309 84,218 2571802 2E33428

Total Revenves 31,359915 10,571,979 1,266,064 93629 33,025 979 3),565.608
Exponscs

Generi} govemment 3154741 3,139.206 1150741 3,139,206

Public wagks 4818534 1,5734709 4,519,534 4,533,979

Recreation 113,704 3,607,772 3.413,703 31,561,172

Cotmunity developeent 322713 7,513,447 1207 2503007

Public safety 14,024,681 12,755,285 14,624 613 12,755,286

foterest oo loap lerm debt 1,944,018 1,595,009 1,944,024 1,544,009

Inlegrated waslo manage 1,178,910 1,106,126 1,175.830 £.106,726

Total expenses 3,504410 28,244,185 1,176,930 1,198,728 32,361,54 29,150 925

Excess (¢eficunty) of severmes ower expeases

before: capied contribations aod tranfers 175,505 2421720 5,131 @13,9973 264,638 214,583

 Tranefers 158,208 250,687 [238,208) (25087
Increase (Revtease) in net avsels 1033713 37670467 3{169,024) $(a63,704) 3364 639 52,714,683
B

Dlher Chargog for
7.8% Servies
The total cost of all programs and Otner Taxes 20.5%
services was $32.2 million with 90.2 64%
percent going towards direct services and Uity Users
only 9.8 percent going towards General Tax
Government, as shown by Figure A-4, Ba% Operating
below. Contributions
Sales Tax 6.8%

Governmental Activities. All of the 104%

City’s growth in net assets is aliributable
to Governmental activities, which totaled
$775 thousand for the year, This increase
has declined from the previous year as
our programs expand and stabilize their
budget usage and our expected growth in
property  tax  increment revenues
continue,

Figure A4, Citywide Expenses

General

Pubdic Works
150%

¥ Recraation
Public Safety 43 19.6%
43 6%
Comrmanity
Development

Fraperty Tax
42.0%

Business-type Activities. There was a $169
thousand decrease in net assets in the City’s
Business-type  activity: Integrated Waste
Management. This reduction was a result of
anticipated and budgeted increases in the cost of
business. This activity retains net assets of $534
thousand at the end of the fiscal year, a balance
we feel is appropriate for an organization of this
size, and the costs and rate structure have been
evaluated and restructured in the coming year.
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Financiat ANALYSIS oF THE CTY's MAJOR FuNDS

As noted earlier, the City uses fund accounting to demanstrate compliance with finance-related
legal requirements.

Governmental funds. The focus of the City’s governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is vseful in
assessing the City’s financial requitements. In particular, unreserved fund balance may serve as a
useful measure of a government’s net resources available for spending at the end of the fiscal year.

At the end of Y 2006-07, the City’s povernmental funds reported total fund balances of $34.8
million, a2 $2.8 millien increase due primerity to the receipt and some spending of bond proceeds
related to the construction of the new City Hall, Approximately $15.2 million of the $34.8 million
{43.8 percent) iotal fund balances constitutes unreserved fund balance, which is available to meet
the City’s current and futwe needs. 1t should be noted that a significant amount of that $15.2 millicn
is earmarked for previously approved capital improvement projects, The remainder of fund balance
is reserved 10 indicate that it is not available for new spending because it has been committed to a
variety of testricied purposes.

General Fund, The General Fund is the City’s chief operating fund. At the end of the fiscal year, -

the unreserved (designated and undesignated) fund balance of the General Fund was $4.0 mitlion,
with a small umount of reservations. Total General Fund Balance increased $76 thousand (1.9
percent} over the prior year’s decrease of $348 thousand General Fund fotal fund balance due to the
planned program expansion. As a meusure of the General Fund'’s llquidlty, it may be useful to
recognize that virtually all of the fungd balance is unreserved.

The City’s management also designates unreserved fund balance to particular functions, projects, or
activities. Fund balance may be designated for purposes beyond the current year. However,
designated fund balance is available for appropriation at any time. Of the $4.0 million General Fund
unreserved fund balance, only $150 thousand (3.5 percent) is designated. This designation is for a
multi-purpose field. Unreserved and undesignated fund balance at yearend constitutes funds
available for 3 ¢atastrophic emergency or other major economic setback for the City,

City Hall Construction Fund. The construction of the City Hall is beginning this year and for the
life of the fund all fund balance amounts will be reserved for Capital Facilities and maintenance.
Lease Revenue Bonds were sold November 15, 2006 in the amount of $9.6 million and construction
sterted in December 2006. The negative unreserved fund balance represents the recording of the
total encumbrance for construction withoul yet recognizing the $3.2 million that will be received
from the Redevelopment Agency for work on the Civic Plaza. Those funds will be contributed by
the Redevelopment Agency as that portion of the work is completed.

Redevelopment Capital Prejects Fund. The fund balance for the Redevelopment Capital Projects
Fund decreased by $3.8 million from the prior year due o the use the bond Funds received in FY
04-05 for vatious projects with the major one for this year being rencvation of the Cerrito Theater.
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Redevelopment Low and Moderate Income Housing Fund. The fund balance for the
Redevelopment Low and Moderate Income Housing Fund increased by $515 thousand from the
prior year. The increase is attributable to the receipt of the 20% tax increment setaside and the delay
of planned projects. .

Redevelopment Debt Service Fund. The fund balance for the Redevelopment Debt Service Fund
increased by $96 thousand from the prior year. This increase is attributable to the contributions
(transfers) made to this find in anticipation of maldng debt service payments.

GENERAL FUND BUDGETARY KIGHLIGHTS
Table A-3, below, presents a summary analysis of the General Fund budget and actual amounts for
FY 2006-07.

TABLE A-3. SUMMARY AMALYSIS OF GENERAL FUND BUDGET

Variance
Amounts Actual Amaunts - Poslive)
Category . Otiginal Final {Budget Bagls} {Hegative}
Revanuga
Property lax L) 6,911,800 EH 5,741,800 5 7,198,376 E 486,576
Other raxes B,7i2,600 B,12,600 5,126,024 (5BE,576)
Iergovernmeniat 2,727.490 2871490 2,681,306 (146,184)
Cliarges for servig=g 2,717,520 . 2,895,520 2,752,648 (142,372}
Oilier geoerel tzvenues —_— 1515500 - 1616900 1.236.)4]1 L L380.T30)
Total Revenues 22436310 22764310 21.994.49 (769 8153
Expanditures
General goverament 3,142,706 3,250,502 3,063,462 187,440
Community servises 4442 628 4,527,625 4,420,752 106,873
Commurty development 1,586,865 1,586,865 1,450,040 136,823
Fublie sakry 115383910 14,208,400 13228297 ErAsn)
Caplial Oulay 4000 5000
Total expeadires —_ L0 BDRD: 227263751 — EILO
Total excess {deficiency) of
Tevenues avoy expenditurts (624,798) (816,492) (769.256) 47,236
Glher Fiaancing Sources {Uses)
Tranalers in +,562,631 1,562,631 1,562,631
Trensfers cul {639,933 [660.238) 71048} £56,110]
Total other financing.
SONFEa3 (usey) — 931693 _501.693 PR R A N1}
Net Change in Fund Galance i J06,887 551N | S 14 | 11113

Over the course of the year, the City revises its expenditure budget to reflect the changes in the
various programs and unanticipated activities, but does not change many budget assumptions in
revenues other than for one time events. For example, when the City is awarded a grant, it
appropriates the revenues and expenditures necessary to spend those funds, but does not necessarily
adjust upward the property tax estimates when the amounts come in higher than expected or reduce
other balances that report declines. The tax ¢stimates are based on trend information where the base
amouat rol! forward for cumulative increases in long term planming and the trends are reevaluated
each year during the budget period. Major tax revenue estimates are kept at 2 conservative level to
assure that any programs are not established that could not be funded in the future.
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Overell, General Fund revenues had a deficiency of budgeted amounts by $769 thousand. Higher
than expected property tax revenues were offsel by service level revenue declings, particularty in
the area of Charges for Services and Fines and Forfeitures where activity was less than estimated.
The decline in Other Taxes is primarily a decrease in Sales Tax revenues that does not represent an
actual decline of that activity in the City. This decline is due to an emor by the State Board of
Equalization on the allocation of taxes from a major retailer and adjustments made during the year
to try to comect that error. The estimated decline in Sales Taxes is approximately 5% or $170,000.

At year-end, expenditures were $817 thousand below budget from deparimental savings due to
delayed hiring or turnover of some approved positions in primerily the Public Safety and
Community Development departments. A conservative approach fo spending during the year was
adopted within the new programs as the revenue amounts became volatile. Op a net basis the
General Fund experienced an $8,874 decline over final budgeted amounts.

Changes in the General Fund balance from FY 1994-95 to FY 2006-2007 are showm in Figure A-5,
below. The graph indicates that in ¥y 2001-02 the City spent down the surplus that it generated in
privr years by deferring maintenance projects. The City decided to spend down the surplus to fund
various capital projects, and increase general city services, Maintenance of a prudent General Fund
balance is hecessary {o protect against major unanticipated financial impacts on the City, but
keeping a halance thai is too high does not fully utilize the resources entrusted to the City. To try
and establish an appropriate balance, the Council has a reserve policy of 10% of Operating
Expenditures while the unofficial policy has been fo maintain a minimum General Fund reserve of
1 5%. As shown in the graph below, the City has increased the General Fund reserve since FY 2001-
02 due to the many uncertainties in the economy, but is continuing to utilize its resources on public
services and comply with the Council policy.

FiaURE A-S. GENERAL FUND BALANCE
As A PERCENTAGE OF EXPENDITURES, FY 1994-95T0 FY 2006-07
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CaPITAL ASSETS AND DEBT ADMINISTRATION

At the end of FY 2006-07, the Ciry had invested $64.0 million ir a broad range of capital assets,

including land, buildings, equipment, infrastructure and vehicles, as shown in Table A-4. This

amount represents a net increase (including additions and deductions) of § 6.8 million, or 11.9
~percent over last year. The City’s Capital Assets are summarized in Table A-4, below, and a more

detailed description is provided in Mote 5 to the dccompanying government-wide financial

statements.

TABLE A-4. CAPITAL ASSETS

Tolal

Percontage
Govemmental Activities ‘Businass-typa Activitiss Total Changs

FY 0597 FY 05-08 Y 0507 FY {501 FY 0587 FY 0506 FY 07-F¥ 0§
Land 5 4457782 5 4457702 L — £ — 5 A4s579: 5 4457792 &0
Canstruction in piogress £,116.672 6,843 847 - — 8,135 673 6,844,842 18.9%
Buildings & lmprovements 19,154,647 12309 501 163,424 163,428 19,328,075 12472529 55.0%
Equipmen & vehicles 4,362.3717 3,533,482 744,352 685,589 3,111,758 4215477 2L1%
TnBastrvclure __59.895,180 59.310,659 - = 59,895 1R8 59 10,650 0%
Totalwt Bisioricalcos) 1 96021676  §_86.95G2k7 03 SLIMID  §  MMSAI7T 8 96979485 5 H7.205699 104%

Accumulated depreention._OUNEIT _(ATIMNEY (211905 7n1S8 _DRABEn  _00M998 1.1% !

Mot capiul assets 56396505 § STIARY BS80S 570264 L G400RI0 ESI233763 11.5%

Long Term DEST .
At year-end the City had $41.3 million in bonds, notes, and other long-term debt, an increase of
26.1 percent from FY 2005-06. The City’s long-term debt is summarized in Table A-5, below, and a
more detailed description is previded in Noie 6 o the accompanying govemment-wide financial
statements.

TABLE A-5, LonG-TErM DEBT

Total
T Percentage
Govemmental Activities Buginess-typs Achivitios Tolal Chenge
EY 0§07 FY 3505 FY 0607 - FY 0506 FY 0807 FY 05-08 FY B7-FY 08
Revonue bonds and notes 39,595,000 31,175,000 - = 19,595,000 35,175,000 27.0%
Netes payable land puchone 566,204 595,785 — — 366,304 595,745 (5.0)%
Crgital toasca 4 46%

LI f0hyms = = __LleIe _19;ws
Tomllongtom ¢t LA  LIAZL L I . &AL raonm s

The major addition to governmental debt in the cwrrent year was the issuance of $3.6 million in
Lease Revenue Bonds for the construction of the new City Hall. The City also entered into a lease
agreement in the amount of $ 349,997 to finance
the purchase of a new fire truck.

Bond Ratings

Standard & Poor's awarded the City’s muost recent
bond issue an “AAA“rating.

Economic FACTORS AND NEXT YEAR'S BUDGET

In the last decade, the City emerged from a
period of economic stagnation, 1o one of economic growth, to our current leveling off period. The
upcoming budget season will continme to work within the new levels of resources and anticipates
soine revepue stagnaiion, with a slowing in the growth of both property tax and sales tax. While
most cities in California, and the State itself, have suffered through a serious economic downtum,
El Cerrito’s property taX base has shown consistent growth due to the location near San Francisco
and Oakland and ocur build-out status of quality housing, some with remarkeble views of San
Francisco Day,
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Many cities in our County have had significant new housing developments built in the last few
years that could be affected by the current sub-prime mortgage crisis. Due to the built out status of
El Cerrito there have been no new developments. This has resulted in cur tax base not increasing at
the levels of the other Cities in the County in the last few yenrs, and these same factors will have us
not decling in relation to the County. Another elemient fueling prowth and maintaining our stability
is turnover of property that had previously been held prior to Prop 13. Under the provisions of
California’s Proposition 13, property is reassessed when it is sold or when significant construction
has tsken place. A significant portion of our property has been held by Pre-Proposition 13
homeownets, and this relationship is shifting as younger families are moving inte the City. The
increases in assessed value have benefited both the City and the Redevelopment Agency through
property taxes and property tax increment revenue, but with the concems in the housing market
overall, the growth in the Ten-Year Budget Plan projects an average of a 4% increase for the City
and around €% for the Redevelapment Ageney, both about one-half of what we recetved in the last
few years.

The Figure A-6 shows the increase in property tax in the City as compared to the increase in the
entire County. The graph shows that, until the recent couple of years, the City has followed the
growth pattermn of the County, and sven was ahead of that rate for some of the time. In FY 2004-03
as property valfues increased in the County, presumably as & result of the new development, El
Cenito’s growth leveled out at around 9% and the new development areas have quickly changed the
pattern on the chart. With the burst of the housing “bubble” prices and significant inventory in the
new development areas, El Cerrito benefits from a stable housing market that is well established
and desirable to prospective home ownets due te its beautiful landscape and ¢lose proximity to San
Francisco and Cakland.

FiBURE A-B. PROFERTY TAX GROWTH
CHANGE IN ASSESSED VALUE OF PROPERTY FROM PREVIOUS YEAR
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The City*s focus on economic development, such as the resurgence of the Ef Cerrito Plaza regional
shopping center, has provided stability for the City’s sales tax revenue and a base on which to draw
future commercial businesses. But equally important, it has allowed El Cerrito to become more of a
destination with the Plaza area being of the continued interest from developers. The Plaza was
completed in FY2061-02 and the local citizenry and its neighbors have benefited from its many
shopping opportunities, and the City has benefited with higher tax receipts and a strong commenrciat
base. Its presence has encouraged other local business to expand or relocate to El Cerrito.

Since Sales Tax revenues for the E1 Cerrito Plaza regional shopping center and have leveled off the
only area of anticipated growth in sales tax for the City would be from new commercial
developments. There are several arcas of desirable commercial property where growih is anticipated
o occur and developers have made inquiries. While retail sales nation-wide have stalled or even
declined, it is auto sales that have proven to be the area where a larger than anticipated decline in
sales have occurred in El Cerrito.

The other arepa for Sales Tax Revenue growth is with the passing of the measure the City has put
on the February 2008 ballot for a one-half cent sales tax increase. For many years El Cerrito has had
a problem finding adeguate funding to repatr the streets. During the period of revenue and program
stagnation in the 1990°s little was done o maintain the streets. Today the efforts at maintenance are
not adequate to repair the base deterioration and a significant mumber of our residential streets

requite complete rebuilding and develepment of an ongoing maintenance plan with a dedicated -

revenue source. To address this problem the City has placed on the February 2008 ballot a Sales
Tax Measure to increase the tax rate in the City of El Cerrito by cne-half cent for a total of 8.75%.
Meany neighboring cities have already passed an increase of this type and currently are at that same
rate, This is a specific use tax and two-thirds voter approval is required for it to pass. If the measure
does pass, a bond will be issued to provide the large amount of up-front fimds required to
reconstruct streets and a reserve on the anticipated revenue to be received will be set aside for
ongoing maintenance.

In Figure A-7, the grdy area depicts the actual dollar revenue generated from sales taxes, by quarter,
over the last 13 years. The dashed line indicates a zero percentage quatterly increase, and the dark
line shows the quarter-to-quarter percentage changes. The perventage changes compare one year's
quarter to the same quarier of the prior year, for example, second quarter 2067 o second quarter
2006. By making these guarter-to-quarter comparisons, one accounts for seasonal activity. The
results show a spiked, but constant increase in Sales Tax during this period with a leveling off of
growth in the first part of the new millennium,
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FIGURE A~7. SALES TAX GROWTH
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In regards to City expenditures, for FY 2006-07 as discussed earlier in this report, the City has
budgeted increases in its operational budpet primarily in the area of Public Safety and Community
Development staffing and has carried forward some of capitel prejects from the prior year. The
mmain focus in capital projects continues to be the construction of the new City Hall. Afier 18 years
of being located in “temporary trailers” the City will move into their new building in Apri! of 2008,
We are looking forward to presenting a moare professional impression 1o potential developers and
other business partners, and presenting our citizens with a building they can be proud of. Alsc in the
works is a new Library and Senior Center to be funded out of Redevelopment Agency Tax
Allocation Bonds, and hapefully State Library Bond Funds.

The significant unknowns of the last few year§ have been weathered and now new ones arise.
Propenty values increased, and now the sub-prime mortgage crunch and resulting foreclosures are
changing assessed valuations of many properties. The State of California's budget crisis came to
somewhat of a resolution with the passage of Prop 1A and now it is feared that solutions to their
new problems mey fall on the backs of local government, The State’s “Triple Flip” program
continues {o provide us with cash flow chenges, budgeting difficulties and uncertainties in actual
amounts received, but like with many things cities have had to do before with the State, we are
accommodating, We are hopeful that the concems we face will be more of how 10 interpret and act
within the local and national economy, and not force us to alter cur programs to supplement the
State’s budget.
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GONTACTING THE CITY's FINANCIAL MAWAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors, and
creditors with a general overview of the City’s finances and to demonstrate the City's accountability
for the money it receives, If you have questions about this report or need additional financial
information, contact the City's Finance Depariment at 10940 San Pablo Avenue, Bl Cerito, CA
94530-2392, phane (510) 215-4310, fax (510) 215-4319, websile www.el-cerrite.org.
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[ CITY OF EL CERRITO

STATEMENT OF NET ASSETS AND
STATEMENT OF ACTIVITIES

The Statement of Net Assets reports the difference between the City’s total assets and the City's total
linbilities, including all the City*s capital assets and all its long-term debt. The Statement of Net Assets
summarizes the financial positien of all the City’s Governmental Activities in a single column, and the
financial position of all the City’s Business-Type Activitics in a single column; these are followed by a
Totzl column which presents the financial position of the entire City.

The City’s Governmental Activities include the activities of its General Fund, along with all its Special
Revenue, Capita! Projects and Debt Service Funds. The City’s Business-Type Activities inchide sll its
Enterprise Fund activities.

The Statement of Activities reports increases and decreases in the City's net assets. It presents the City’s
expenses first, listed by program, and follows these with the expenses of its business-type activitics.
Program revenues—that is, revenves which are generated directly by these pmgrams;me then deducted
from program expenses 1o arrive at the net expense of each governmental and business-type program. The
Ciity's general revenues are then listed in the Governmental Activities or Busincss-type Activities column,
as appropriate, and the Change in Net Assets is computed and reconciled with the Statement of Net Assets.

Both these Statements include the financial activities of the City, the Et Cerrito Redevelopment Agency, the
El Cerrito Public Financing Authority and the El Cerrito Municipal Services Corporation which are legally
separate but are component units of the City because they are controlled by the City, which is financiatly
accountable for their activities,
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STATEMENT OF NET ASSETS
JUNE 390, 2007
Gaver | Business-Type
Activities Aclivities Total
ASSETS
Cash and investments {Naote 3) $14,573,097 3294401 £14,867,588
Cash and investments with fiscal agents (Notc 3) 20,462,796 20,462,796
Accaunts receivable 1,763,008 266,645 2,029,653
Due from other governmenis 1,174,340 1,574,340
Interest receivable 56,549 56,549
Deposils 15,000 11,060
Inventory 19412 19,412
Prepaid items 5,970 5,970
Deferred charges « net of eccumulated amortization 267,310 287310
Land held for redevelopment (Note 1G) 1,378,753 1,378,153
Land and constructlon in progress {Note 5} 12,594,464 ! 12,504 454
Capital assets, net of depreciation (Note 5) 51,350,441 95,905 51,446,346
Tota) assets 104,057,140 657,041 104,714,181
LIABILITIES
Accounts payable 2,011,733 51,563 2,063,296
Accrued liabilities 937,417 937417
Accrued Imerest payable 710,910 710,930
Deposits payable 190,427 190,427
Uneamned sevenue 180,345 56,000 230,549
Compensated absences (Note i H):
Due within one yeor 775,261 21,408 796,669
Due in mese then one year 276,269 62 276,331
Claims payable (Note 9) 112,221 112,221
Mongcurrent liabiYitles (Note 6):
Due within one year 1,577,008 1,577,008
Due in more than one year 39,713,295 39,733,296
Total liabilities * 46,505,511 123,033 46,628,144
NET ASSETS (Note 7% ’
Invested in caplta) essets, net of refated debt 43,404,472 95,905 43,500,377
Restricted for:
Capital projects 7,905,161 7,905,361
Drebt service 120,819 120,819
Community development projects 2,163,376 2,163,275
Total restricted net assets 10,189,456 10,189,456
Unrestrictad 3,958,101 438,103 4,396,204
Total net assets $57,332,02% 5534.{]&3_ SSSEOSGEOJ»?
See penying notes to fi iaf
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CiTY OF EL CERRITD
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2007

Program Reyenuey et (Expense) Reveave 2ad Changes in Net Assets
et

Operating Net
Charpes for Graniy and Governmental Buiness-type
Funtctions/Proprams Expenses Sewvices Contributions Alivities Activities Total
‘Tovernmental Activities:
Geneml government $3,154,741 $134,060 $692,129 {$2,320,552) ($2,324,552)
Public works 4,819,514 145,948 £31,713 (4,141,853} (4,141,853)
Reereation 3,813,709 1,988,281 126,212 {1,699,192) (1,699,192)
Community development 1,227,723 541,393 60,000 (2,326,330) (2.326,330)
Public safety 14,024,683 2427140 4313080 (11.164,463) {15,154 463)
TIAeTESt D6 VR it debt 1544 024 (1,944 0241 (1 944,024
-
Totes Gevernmental Astivities 30,984,410 5,536,822 18431 {23,604 414) (23,604,414
Business-type Aclivities:
L d waste 1,176,930 1,222,758 £50.825 50,825
Totsl Busintss-type Activil 1,176,930 1227755 50,825 50325
Total 532 lﬁlélﬂ SGE’JMESTJ 51843174 (23,604,414} 50,825 {23,551,589)
General rovenues:
Taxes
Secured ané unsecured property taxcs 13,867,208 13,867,258
Sakes and use 1axes 3432018 3432018
Teansicnt lodging taxcs 45,090 35,090
Franchise mxes EG6,038 ED6,038
Businzces license taxes £27,129 £27,129
- Utility user taxes 2.775,195 2,775,195
Other 1axes 253,654 253,658
Use of money and praperty 1,750,758 12,173 1,762,931
{nher 781,735 26,136 303,871
Transfers (Mot 4) 258 208 (258 208)
Total general revennes and Inknsfers 24,638,127 {219,899) 24418228
Change in Net Asscls 1,033,713 {169.574) B54 639
Net assets ot beginning of year 56,518,116 703,082 57.221,398
Net asscis al et of year $57,552.029 5534,008 555.03_6' 037

Sec accompanying notes to fineneial sutements
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1l GOVERNMENTAL FUND FINANCIAL STATEMENTS

Major funds are defined generally as having significant activities or balances in the current year. The funds
described below were determined to be Major Governmental Funds by the City for fiscal 2007.
Individual non-major funds may be found in the Supptemental section,

GENERAL ¥FUND

The Geperal Fund is used for all the general revenues of the City not specifically levied or collected for
other City funds, and the related expenditures. The major revenue sources for this Fund are property taxes,
sales taxes, wtility users tax, franchise fees, business licenses, unrestricted revenues fiom the State, fines and
forfeitures and interest income. Expenditures are made for public safety, recreation, and the other services
describe above.

CITY HALL CONSTRUCTION CAPITAL PROJECTS FUND

This fund accounts for the expenditures related to the construction of a new City Hall.

REDEVELOPMENT AGENCY CAPITAL PROJECTS FUND

This fund is used to account for major capital improvement projects under the management of the City’s
Redevelopment Agency.

REDEVELOPMENT AGENCY LOW AND MODERATE INCOME HOUSING FUND

This fund accounts for the twenty percent housing set aside from the tax increment proceeds from the
Redevelopment Project Arca,

REDEVELOPMENT DEBT SERVICE FUND

This fund is used to account for the payment of interest and principal an tfie debt of the Redeveloprent
Agency,
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ASSETS

Cash and fovesimanes {Mote 13
Cash with Escal agents (Note 3)
Agearnts recaivable

Duie kam olher govenmments
Interest receivable

Depogis

[nventary

Prepaid fttms

Advance 10 otier hunds {Nols 4B)
Land held Ror redevelopment (Mate 1G)

Total Assels

LIABILITIES

Accounls payabla

Accrued lisbiities

Deposity pryatle

Deferred revenue

Clains payable {Note 9)

Advance from ather fands (Nete 4B)

Toral Liabibtiss

FUND BALANCES (Nole T}
Reserved:
Dbl sorvic
Encumbrances
Land heid for 1edevelopment
Inventary
Prepaid nzms
Advance 1o other funds
Low and medertic incoms liowsing
Unroserved, derigrated.
Muls-purpoze flold
Capatat Bacilities and majmenance
Reported in:
Spocial Revene Funds
Capital Projects Munds
Unreserved, undecignated
Reporied in.
Gesiera] Fund
Sperial Revenme Funds
Capilal Projocts Funda

Tofa) Fund Balances

Total Liabilkies awd Fund Butances

CITY GF EL CERRITO

GOVERNMENTAL FUNDS
BALANCE SHEET
JUNE 30, 2007
Ragevelopment
Ciky Halt Redevelopment  Low ad Moflormie  Redevelopmen Oter
Qentral Consiriction Capital Propects Incoine Housing Debt Sernce Chrvemmantal

Fund Fund Fund Fund Funds Totals
£1.40.37 386,583 $4,118 404 1,417,665 535476 54,262,626 513,261,138
5,707430 6,367,622 4399457 1.283,005 2,362,158 119,722
1.346,285 20,120 43118 1,028 151,385 1,762,008
1.176.639 3 42 ns 106,894 1,574,340
54181 . 54,193
1000 lo,000 11,000
19412 19,412
3570 591
18,408 51R.408
133,753 1,378,753
$5.841,873 $5.815,185 312.236,860 55,408,474 51,31, 57,083,063 338,705,936

RSN — —

5503610 1,108,672 $139,372 £1,075 $299,004 52,011,733
920,421 16,995 9ITALY
156,254 34,173 190,427
180,549 180,549
121 . 112321

Sp§ 408 418,408

1173.955 1, 108872 557,230 1,075 310,072 3,950,755

51315481 2,268,086 3,507,167

91,035 6523776 239680 N 1,273,516 8132007
1378,75) 1318,753

19,212 19412
97 5,570
518,408 318408

5,888,951 5388994

130,000 150,000

N 686,743 645,743

8.7124.437 1,718,664 10,443,100

3,702,400 3,702,400
821,282 23,282
(1.217.261) 1,236,200 (581063}

350817 4,708,513 11,579,080 40738 138481 6,372,851 34,75%.18)
35,343,873 §4,815,185 512,136,860 35408474 $1,318,401 57,083,063 538,705,936

Seo accompenying notes ta Bnancial statements
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CITY OF EL CERRTTO
Reconciliation of the
GOYERNMENTAL FUNDS - BALANCE SHEET
wilth the
STATEMENT CF NET ASSETS
FUNE 30, 1007

TOTAL FUND BALANCES - TCTAL GOVERNMENTAL FUNDS

Amounis reporied for Gavernmentel Activilies in the S1atament of
Nel Assets are diffecent from thosa feported in the Governmental Funds above becsusa of the follawing:

CAPITAL ASSETS
Capital assets used in Govemmental Activitics are nol current assels of financial resourees
and therefme are not repested in the Governmental Funds.

ALLOCATION DF INTERNAL SERVICE FUND NET ASSETS
Insemal service funds are not governmental funds. However, they are used by menagement to
charge the cnsts af cortein actlivitics, such as insurance and caniral sérviees and maintenarice,
Ip ind{vidual gavernmental flnds
The net cusrent zssets and linbil™mes of the Intemal Service Funds ore thersfore included in
Qoveruenial Activities Fallowing line lems In the Siatemant of Nl Assels,
Cash znd invesimenis
Interest reeeivable

LONG TERM ASSETS AND LIABILITIES
The assels ard Labilities below aré het dus and payable in the eurrent period and therefora are
nol reperted in the Funds:
Lorg-tert debt
Invierest payzhle
Defarred ¢hatgea - amprtization of bond disconnt
Non-current portion of aceroed linbilries

NET ASSETS OF GOVERNMENTAL ACTIVITIES

See ascompanying Hotes 1o finaqcial statements

25

§34,155,181

63,044,505

1,655.041
2336

(41310.304)

(710,930}
267,310
(1,651,530)

£37,552,028


http://I5.lt

CITY OF EL CERRITO ;
GOYERNMENTAL FUNDS CITY OF EL. CERRITO
STATEMENT OF REVENUES, EXPENDITURES NET CRANGE TN FUND GALANCES - TOTAL DOVERNMENTAL FUNDS
ANT CHANGES IN FUND BALANCE . with the
FOR THE YEAR ENDED JUNE 30, 2007 STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2!
Redevelopment
City Hah Redevelopment  Low and Moderste  Redevaiopment Othet Total
Oemeual Construction Copite) Prajecrs Ineoms Houslng Det Service Govemmenl Governmeotel The schedul below reconciles the Hes Changes in Fund Balances reported on the Governmentsl Funds Statement of
__ Fud __ Fuwd _ Fed Pund | Fd _  Fumds  Funds Revenues, Expenditures and Changes m Fund Balance, wiuzh mensures only changes n coment assels and eurrent
Fiabilslies on ihe modified scerua) basis, with the Changz i Nal Assets of Governmental Achvitics zeperted in the
Revenues: Bratement of Aclivitias, which is prepared on the full sccrual basiz,
Taxes and nsscisments i 5,724,400 53,836,751 ©70640 52,283,893 §22,415.686 g g
Licenses and permits 450,205 450,205
Fhaes and Penalties 303,054 193,084
Vs ol mancy tnd propery 261,830 5224049 684,999 243,105 $3,667 276811 1,696,036 NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL. FUNDS 52,766,488
Intetgavernmental revenucs 2,681 306 1,082,206 3763512
Charpes [ur eervices 2,752,648 31,518 2,785,148 Amputs seported for g L netivities in the S of Attivities
Other revenves ‘131,052 g 190 60.563 8% 201534 uie different because uf the foliewing:
Tatal Revenues 21994495 233200 - 4,583,808 121315 5,667 36765259 31705213 CAPITAL ASSETS TRANSACTIONS
Expenditares: Gavernmenlai Funds report capital outlays ey expenditures However,
Carrent: ity the Smtemesnt of Activities the cast of those assels is capitalized and atlocaicd gver
Genersl povernment 1063461 137 17,589 3081508 therr estimaled usefol lives and reported 8 deprecintion expense. .
Public works 930,411 3,198 2063210 299681 The capital qutiay expendriures ase therefare added back fo Fand balance 8,781,154
Recreanon 3,490,320 145,768 3,636,108 Retiremnls are deducted fram fand balenes 237770
Communily deveiopment 1,450, 040 £09.995 541 017 2,156,522 Depregiation expense is dedosted from the faod balance
Pubie safety 13829457 103,840 13935333 [Depreeiation expense s net af intemal service fund deprecialion of 5279168
Cagitel outley 4,955,889 2492,241 - 1407841 2833971 which hos slresdy bogn ellocaled 10 verviced funds)} ’ aenen
Pass through apreements (Note 12} 1,700 841,200 Y Gt
Debi serwes:
Principat 29,501 640,000 5000 1.384,561 LONG TERM DEBT PROCEEDS AND PAYMENTS
Infercst and Bxcat agent fees sasie 1682 1088116 337,783 2,018,091 )
Bond proceeds pravids coment flimantiel resourted 1o govemnmental funds, but
Tota) Expenditures 22783751 4,939,088 4032404 53152 720,116 5,386,068 38.916,639 Fasuing debr ingstases long-recn dabilities in the Sialement of Ner Assets
- 0 Repaymeni of bond principat is en cxpendilure in the govemmental funds, but
Excess of reveruss over 11 the: Sintement of Net Assets the repaymenl ieduces long-tenm Tiokiltics.
(ender) expenditures (763,238 (4,725,849 545,324 1,158,593 (1.714.449) (1,709,809} (1.21L,446)
Debt issuance proceeds are dedugied tomm fund batance {9,610,000)
Other Financing Sources (Utes): . - Repayment of debl prncipal is added back 1o Tund dalance 1,384,581
Lesnanee of debt 9,610,000 9,610,000
Bond premitm 165816 165,836 ACCRUAL OF NGN.CURRENT ITEMS
Tranafers n (Note 4A) 1,562,631 8,250,000 1810,336 4,030,669 15,653,636
Tronsfers oot (Nowe 44) (117.048) {1.388.330) (641,908) (9,702.326) (15,451 518) The amownls below included in the Stiement af Actrvitias do not provide or (requirg) the use of
. current finenciol resonrees and therefbre are ot reperted as revenus or expendiluics in
Toll olies inancing sowrces {uses) 845,58 £.250,000 (4388254} (543508 1810336 41041717 9577934 govemmental funds (ner change): )
et chongee in fimd balances 18327 3,524,151 0,83850) 514585 95,887 2394368 2166428 ;-::rs;:r:; ;bln:pmmd absences ['g:g‘:i?;
Amartization of bone discount (57,170
Fund balences - July |, 2006 3,394.450 1,182,362 15.418,8)0 5891714 1222594 4378523 31,988,693 ALLOCATION OF AL SERVICE ACTIVITY
Fund balances - June 30, 2007 53570817 34,706,513 §11.579.040 $6.407.399 51318431 16,772,891 334,155,181

Internal Service Funds are used by maragement to chorge the costs of certain activilies,
such a3 equipment acquisitsan, maimenanes, And insurznce fo indivigual funds
The portion of the net revenue (expenst) of these [ntemal Servics Finds arising oul
of their transactions with governmental unds is reporied with governmental aerfyiiles,
because they servict 1host asiivilies,
Change ih Net Assets - All Interna) Service Funde, less conlzibutians fmm

See sccompatyIng notes to financial saiements

governmintal funds 110.738
CHANGE TN NET ASSETS O OOVERNMEN:FAL ACTIVITIES $1,033,713
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CITY OF EL CERRITC
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES TN FUND BALANCES
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2067

‘Yerance with

Budgeted Amounts Final Budget
Positive
Origiznl Final Actugl Amannts (Negative)
Reveoues:
Prapetry taxes $6,711,800 6,711,800 §7,198,376 $486,576
Taxes other than property 8,712,500 8,713,600 R,126,024 (586,576)
Licanses and permits 511006 Sti 00 430,205 (60,795)
Fines and forfeitures 529,000 529,000 393,034 (135,946)
Lise of money and property 438,000 428,000 81,850 (165,170}
Intergovernmental 2,727,490 2,827,490 2,681,306 {E45,184)
Charges for services 2,117,520 2,895,520 2,752,648 (142,872}
Qeher revenucs 148,900 143,900 131,052 (17.848)
Total Revenues 22 486,310 22,764,310 21.594 455 (769,815}
Expsaditures:
Genernl government
City eouneil 128,229 185,229 180,371 8,858
City manager 551,533 702,729 585,634 117,095
City attomey 320,000 330,000 157814 22,166
Financial services 801,554 898,554 898,073 481
City Clerk 180,435 159,435 199,325 160
Informaticn systems 221,887 233,887 23843 436
Employes services 780,018 642,018 603,294 N4
Public warks 1,065,503 1,025,603 230,432 95,171
Revreation 3377002 3,502,022 3490320 1,702
Comimuniry d=velopment 1,586 864 1,586,865 1,450,040 136,825
Public sakery ’
Pelice 1652374 7,719,874 7,390,356 329,518
Fire 6,306,536 6,485,536 6,439,140 50,395
Cagital butlay § .00 6000
Total Expenditures 23,111,106 23,580,802 22,763,751 817,051
EXcess of revenues over {under) expenditures (§24,796) _(B15482) (168,256 47,236
Mber Flaancing Sovrces (Lresh:
Transfers in 562,631 1,562,631 1,562,631
Transfers out 1630,938) 1660,918) (717,048) {56,110)
Totul ather finaneing sources (Uses) 931,693 01,693 #45,583 56,110)
MNet change In fund balance 306,837 45,201 ¢ 76,327 {8374)
Fund halance - Iuly 1, 2006 3,854,490 3,894,450 3,854,490
Fund balance - June 30, 2007 34,201,187 $3.975,691 51,970,817 521,8‘14)
—_—t

See accampanying najrs ip financiz! statements
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CITY QF EL CERRITO .
REDEVELOFMENT LOW AND MODERATE INCOME HOUSING FUN
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES TN FUND BALANCES
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 3¢, 2007

- Variznes with
Budgeled Amounis Vinal Budget
Positive
Original Final Actual Amounts {Negtive)
Revenucst
Propesty laxes $1,003,200 $1,003,200 3970,640 {332,566)
Use of money 2nd property 273,000 373,000 243,105 (29,895)
Total Revenues 1,016,200 1,276,200 1,213,743 (62,453}
Expeaditnres:
Community development 288,427 288,427 53,470 234,557
Debt service.

Interest and fiscad agent fees 1,682 (1,682
Totai Expenditures 288,427 C 2§8a7 55,152 131,275
Excesa of revenues gver expenditures 987,773 987,773 1,158,593 170,820
Other Financing Sources (Uses): 3
Transfers out {637,031) {637.031) (643,908) {6,377}

Tolal other financing sources frses) {617.031) (637,031} {643,508) (6,ET7)
WNet changa in fund balance 350,742 350,742 514 685 161,943
Fund balance - July 1, 2006 5,892,714 5,892,714 5,290,714
Fund balarce - June 30, 2607 56,243,456 $6,241,456 16,407,399 $163,943

See accompanying notes to financizl statemeils
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l MAJOR PROPRIETARY FUND

Proprietary funds account for City operations financed and operated in a manner similar to a private
business enterprise. The intent of the City is that the cost of providing goods and services be financed
primarily through user charges.

The City has only one enterprise fund, the Integrated Waste Management Fund, which js presented as a
major fund and is described below.

INTEGRATED WASTE MANAGEMENT FUND
The Integraled Waste Management Fund sccounts for the City’s recycling collection services operations

financed and operated in a manner similar to 2 private business cnterprise. The intent of the City is that the
cost of providing goods and services be finenced primarily through user charges.

This Page Lef Intentionnily Blank
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CITY OF EL CERRITD

PROPRIETARY FUNDS
STATEMENT OF NET ASSETS
JUNE 30, 2007
Business-type Governmental
Activitiss - Activitios -
Integrated Waste Vehicles and Equipment
Management Replacement Infernal
Enterprise Fund Service Fund
ASSETS
Currenl Assets:
Cash 2nd investments (Note 3) $294 49| £1,311,967
Cash and investmenty with fiscal agent (Note 3} 343,074
Afrounts recoivable 286,645
Tnieresi receivable 1,356
Tolal current asgets 351,136 1,657 307
Cepital Asscts {Noiz 5):
Buildings, comipment 4ad vehickes 207850 4,070,475
Lest accomulated depresiation (811,905) 2,980,372
Nt capital assets 95,905 1,050,301
Total assets ' 857,041 2,041,699
LIABILITIES
Current Liabilities! .
Actounts payable 51,563
Leage payable (Nolz €) 39,765
Unearned revenus 50,000
Compensated absences (Nete 1H) 21,408
Tata! current Habilities 122571 39.765
Long-Term Liabilities:
Compensated absences (Note 1H) 52
Leese payebie (Nota 6) 739,333
Total kng-term finbilities 62 729,335
Tatal habilities 123,033 769,100
NET ASSETS
Investmient ia capita) naselt, net of retated dzbt 95,905 704,041
Unrestricied 43E,103 1,274,553
Total net assets §534,008 51,978,559

Ses accompany(ng nolcs to nancial statcments
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CITY OF EL CERRITO
PROPRIETARY FUNDS
STATEMENT OF REVENUE, EXPENSES
AND CHANGES N FUND NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2007

Businest-type Governmenlal
Activities - Activities +
Entcgratcd Waste Vehicies and Equipment
b Repl Hitermal
Enterprise Pund Service Fupd
Operating Revenuek:
Charges for curenr services $B06,217 £300.916
Retycling sales 421,533
Tatal operating revenves 1,227,755 100,916
Cperating Expenses:
Persannel costs $14,907
Services 209,433 4,200
Supphies 116,138 (208}
Dtpreciation 36,752 279,168
Totakoperaling expenses 1,176,930 183,160
Operaticg (loss) . 50,825 11,756
Non-Qperating Revenues (Expense):
Use of money and praperty 12,173 54,702
Other revenus 26,136
Inlerest expense _ {17,838
Totxl nos-operating revenuss 38309 38,564
Income (loss) before ransfers . 39114 54,620
Transfers in (Note 4A) 56,110
Transfers (oue} (Note 4A) (25K,208)
Change in nct assets (169,074} 110,730
Net assels - July 12006 703,082 1,867,869
Nel assets - Tune 30, 2007 §534,008 §1,978,599

See accomparying notes to financial siatements
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CITY OF EL CERRITO

PROPRIETARY FUNDS
STATEMENT OF GASH FLOWS R FIDUCIARY FUNDS
FOR THE YEAR ENDED JUNE 39, 2007 '
FIDUCIARY FUNDS '
Business-typs Gavemnoenml
Activities - Activiliet - . . . .
Ime:r-':f;r-m V:hi:l;;‘:c; Ec:mlpmam These funds account for assets held by the City as an agent for various community groups and functions.
Managemsm Replscemen tntermsl The financial activities of these funds are excluded from the Government-wide financial statements, but
Enlerprise Fung | SepigeFoed are presented in the separate Fiduciary Fund financial statements. '
CASH FLOWS PROM OFERATING ACTIVITIES . .
Reerlpts ffom castormers 51,036,110 TI00215 PENSION TRUST FUND
Receipts from obyer sources 26,136
Peyments to suppliek (303,335) (39523 . . 5
Payments (o employees (811,368} The fund is used to account for the pension system for the former employees of the City who elected not to
) ‘ be covered by the California Public Employees® Retirement System.
Net cath provided by opeeating activities {34570 296,924
CASH FLOWS FROM NONCAPTTAL
FINANCING ACTIVITES
Transfers in 56,110
Teansfers out [258.208)
Cosh Flows from Noncapila! Financing Artiviiss _(258,208) 36,110
CASH FLOWS FROM CAPITAL AND RELATER
FINANCING ACTTVITTES
Atquisnion and construstion of g l 54els (58,393) (521,510)
Issunnce of capital lease 149,957
Frincipat paid 3L
Interest paid {1 7.53_8)_
Cush Flows Used for Capiial and Retaicd
Firancing Activities {48,293 {237.623)
CASH FLOWS FROM INVESTING ACTIVITES
Tterest received 16,382 63,331
Cash Flows fram Investing Activilics 16,382 62,931
Net increase (decrense) in cash ond cnsh equivalents {334,256) 188,347
Ceah and invesiments at Seginning of period 629,387 1,466,699
Cash tnd rvesements at end af period 3294,491 51655041
Reconcilialion of pperatng income (sa) 1o nel cash provided by
operaling Retivitizs:
Qpemling income (lois) $50,825 17,756
Adjustmenis to reconcile opeiaiing ineome to set ensh provided
by opeting activities:
Depreciation 36,752 279,168
Othar reyenua 26,136
Change in agsets and liabilities:
Receivables, net (221,645)
Accounls payable 19,716 "
Unearned revenue 50,000
Compensated absences 3,539
Nei cash providzd [used by) operating activilies LERR L] $796,904

See

panying naics to financfal
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CITY OF El, CERRITO
PENSION TRUST FUND
FIDUGIARY FUND
STATEMENT OF FIDUCIARY NET ASSETS
TUNE 30, 2007

ASSETS:
Cash and investments
NET ASSETS;

Employees’ retirement system

See eccompanying notes to the finencial statements
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CITY OF ECCERRITO
PENSION TRUST FUND
STATEMENT OF CHANGES IN PLAN NET ASSETS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

ADDITIONS .
Employer contributiops $181,873
Totnl additions 181,873
DEDUCTIONS
Retirement 2nd other benefits 181,873
Tote] deductions 181873

NET CHANGE IN NET ASSETS
NET ASSETS HELD ™ TRUST FOR PENSION BENEFITS
Beginning of year

End of year

Sce accompanying noles lo the financizt stalements
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CITY OF EL CERRITO
Notes to Basic Financial Statements

IBIOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES I

The City of El Cerrito was incorporated August 1, 1917. The City provides the following services:
public safety (police and fire), recreation, streets and highways, recycling, public improvements,
planning and zoning, and general administration services. The City's population has remained
relatively stable for some years; population at June 30, 2007 was 23,407

The City cperates under the Council-Manager form of government, with five elected Council
members served by a full-time City Manager and staff. At June 30, 2007 the City's staff comprised
150 full time and 7 part time employess. In addition, the City employs recreation and other
personne) as needed on a seasonal basis.

Reporting Entity

The accompanying basic financial statements present the financial activity of the City along with
the finangial activities of its blended component units, which are entities for which the City is
financially accountable. Together these entities comprise the primary government for reporting
purposes. Although they are separate legal entities, blended component units are in substance part
of the City’s operations and are reported as an integral part of the City’s financial statements. The
City's component units, which are described below, are all blended.

The Kl Cerritc Redevelopment Agency is a separate povernment entity whose purpose is to
eliminate blight within the defined project areas by encouraging and assisting planned development
of low income housing and commercial projects. The Agency is controlled by the City and has the
seme governing board as the City, which also performs alt accounting and administrative fimctions
for the Agency. The financial activities of the Agency have been included in these financial
statements in the Redevelopment Capital Projects Fund, Low and Moderate Income Housing
Special Revenue Fund, and the Redevelopment Debt Service Fund.

The El Cerrito Public Financing Authority js a nonprofit corporation organized by the City and
the Redevelopment Agency under the laws of the State of California. The Authority was
organized to provide financial assistance to the City by firancing the City’s Swim Center,
Administrative and related normal business expenses incurred in the day-to-day operations of the
Authority are provided by the City. Such expenses are insignificant to the Authority’s operations.
The Authority obtains financing for City and Agency sponsored projects using leases gigned by
the City or Agency as collateral. The amounts of the leases are calevlated to provide sufficient
resoutces to repay the debt incurred to finance the projects, The financial activities of the
Authority have been included in these financial statements in the Public Financing Authority
Debt Service Fund.

The E Cerrito Municipal Services Corporation is a nonprofit corporation organized by ths City
under the faws of the Siate of California, The Corperation was orgarized to provide financia)
assistance to the City by financing real and personal property and improvements for the benefit
of the regidents of the City, Administrative and related normal business expenses incurred in the
day-to-day operations of the Corporation are provided by the City. Such expenses are
insignificant to the Corporation’s operations. The Corporation obtains financing for City
sponsored projects vsing Jeases signed by the City as collateral. The amounts of the leases are
calculated to provide sufficient resources to repay the debt incurred to finance the projects. The
financial activities of the Corporstion have been included in these financial statements in the
Municipal Services Corporation Special Revenue Fund.
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CITY OF EL CERRITO
MNotes to Basic Financial Siatemenis

[NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued) |

The City of El Cerrito Employees’ Pension Plan is governed by the City’s Retirement System
Ordinance, Chapter 3 of the City of El Cerrito Municipal Code, and.is used to account for
contributions and investment income restricted to pay retirement and death benefits of employees
wha elected not to be covered by the California Public Employees’ Retirement System as of
February 6, 1959. Benefit and contribution provisions are sstablished by the City Council.
Eligibility, actyaria)] interest rates, administration and certain other tasks are the responsibility of
the Council established by the ahove erdinance. The financial activities of the Pension Plan have
been included in these financial statements in the Pension Trust Fund.

Audited financial starements for the Agency, Authority and Pension Plan may be obfained from the
City of El Cerritg, 10890 San Pable Avenue, Bl Cerritg, CA 94530, Separate financial statements
are not issued for the Corporation.

Basis of Presentation

The City's Basic Financial Statements are prepared in conformity with accounting principles
generally sccepted in the United States of America. The Government Accounting Standards Board
is the acknowiedged standard setting body for establishing accounting and financial reporting
standards followed by governmental entities in the United States of America.

These Standards require that the financial statements described helow be presented.

Gavernment-wide Statements: The Statement of Net Asseis and the Statement of Activities
display information about the primary governmeni,. These statements include the financial
activities of the overal] City government, except for fiduciary activities, Eliminations have been
made to minimize the double counting of internal activities. These statements distinguish
between the governmental and business-fype activities of the City. Governmental activities
penerally are fipanced through taxes, intergovernmenta! revenues, and ather nonexchange

transactions. Business-type activities are financed in whole or in part by fees charged to external
parties.

The Statement of Activities presents a comparison between direct expenses and program
tevenues Tor each segment of the busness-type activities of the Tity and for each function of the
City's governmental activities, Direct cxpenses are those that are specifically associated with a
program or function and, therefore, are cleatly identifiable to a particular function. Program
revenues include (a) charges paid by the recipients of goods or services offered by the programs,
(b) grants and contributions that are restricted to meeting the operational needs of a particular
program and (¢) fees, grants and contributions that are restricted o financing the acquisition or
construction of capital assets, Revenues that are not classified as program revenues, including all
taxes, are presented as general revenyes.

Fund Financiaf Statements: The fund financial statements provide information about the City's
funds, including fiduciary funds and biended component units. Separate statements for each
fund category—governmental, proprietary, and fiduciary—are presented. The emphasis of fund
financial statements is on major individual governmental and enterprise funds, each of which is

displayed in a separate column. All remaining governmental and enterprise funds are aggrepated
and reported as nonmajor funds. '
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CITY OF EL CERRITO
Notes to Basic Financial Statements

[NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) |

Proprietary fund operating tevenues, such as charges for services, result from cachange
transactions associated with the principal activity of the fund. Exchange transactions are those in
which each party receives and gives up essentially cqual values. Nonoperating revenues, such as
suhsidies and investment eamnings, result from nonexchange transactions or ancillary activities,

Mujor Funds

Major funds are defined as funds which have either asgets, liabilities, revenues or expenditures
equal to ten percent of their fund-type total and five percent of the grand total, The General Fund
is always 8 major fupd. The City may sefect other goverpmental funds it believes should be
presented as major funds.

The City reported the following major governmental funds in the accompanying financial
statements: :

General Fund - This is the City’s primary operating fund. It accounts for all financial resources
of the general government, except those required te be accounted for in another fund,

Clty Hall Construciion Capital Projects Fund - This fund accounts for the expenditures related
to the construction of a new City Hall.

Redevelopment Agency Capitel Projects - This fund is used to account for major capital
{mprovement projects under the management of the City's Redevefopment Agency.

Redevelopment Agency Low and Moderate Inceme Housing - This fund accounts for the tweny
percent housing set aside from the tax increment proceeds from the Redevelopment Project Area,

Redevelopment Dept Service Fund - This fund is used to account for the payment of interest and
principal on the debt of the Redevelopment Agency.

The City has one enterprise fund, the Lnfegrated Waste Management Fund, which is a major
fund. ‘This fand is used to accownt for the City’s reeyeling collection services operations financed
and operated in a manmer similar to a private business enterprise.

The City also reports the following fund types:

Internal Service Fund — The Vehicles and Equipment Replacement [nternal Service Fund is used
to finance and account for providing vehicles and equipment to the line departments and avoiding
financing costs associated with the acguisition of hecessary capital assets.

Fiduciary funds. These funds account for assets held by the City as an agent for various
community groups and functions. The City of Bl Cerrito Pension Trust Fund, the only Fiduciary
Fund of the City, accounts for the accurnulation of resources ‘o be used for retirement payments at
appropriate amounts and times in the future. The financial activities of these funds ere excluded
from the Government-wide financial statements, but are presented in the separate Fiduciary Fund
financial statements, ‘
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CITY OF EL CERRITO
Notes to Basic Financial Statements

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) I

D.

Basis of Accounting

The government-wide, proprietary fund and fiduciary fund financial statements are reported
using the economic resources measurement focus and the full accrual basis of accounting.
Revenues are recorded when earned and expenses are recorded at the time liabilities are
incurred, regardless of when the related cash flows toke place.

Governmental funds are reported using the current financial resources measurement focus and
the modified accrual basis of accounting, Under this method, revenues are recognized when
measurable and available. The City considers all revenues reported in the governmental funds to
be available if the revenues are collected genernlly within sixty days after year-end.
Experditures are recarded when the refated fund liability is incumed, except for principal and
interest on governmental long-term debt, claims and judgments, and compensated absences,
which are recognized as expenditures to the extent they have matured, Governmental cepital
Bsset acquisitions are reported as expenditures in governmental funds. Proceeds of governiuental
long-term debt and acquisitions under capital leases are reported as otker financing sources.

Those revenues susceptible to accrual include other taxes, intergovernmental revenues, interest
and charges for services,

Grant revenues are recognized in the fiscal year in which all eligibility requirements are met.
Under the terms of grant agreemenis, the City may fund certain programa with a combination of
cost-reimbursement grants, categorical block grants, and general revenues. Thus, both restricted
and unrestricted net assets available to finance program expendituras. The City’s policy is to first
apply restricted grant resources to such programs, followed by general revenues if necessary.

Certain indirect costs ate included in program expenses reported for individual functions and
activities,

The City follows Statements and interptetaiions of the Financial Accounting Standards Board
and its predecessors that were issued on or before November 30, 1989, in accounting for its

business-type activities, which do not cenflict with Government Accounting Standards Board
Prenouncements.

Non-exchange transactions, in which the City gives or receives value without directly receiving
ar giving equal valye in exchange, include property taxcs, grants, entitlements, and donations.
On the accrual basis, revenue from property taxes is recognized in the fiscal year for which the
taxes are levicd. Revenue from grants, entitlements, and donations is recognized in the fiscal
year in which all eligibility requirements have been satisfied.

Property Tax

Property tax revenus js recognized in the fiscal year for which the tax and essessment is levied. The
County of Contra Costa levies, bills and collects property taxes and special assessments for the
City; under the County’s “Teeter Plan” the County remits the entire amount levied and handles all

detinquencies, retaiting interest and penalties, Secured and unsectred property taxes are levied on
January 1.
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|NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) _I

Secured property tax is due in two installments, on November 1 and February 1, becomes a lien on
those dates and becomes delinquent on December 10 and April 10, respectively, Unsecured
property tax is due on July 1, and becomes delinquent on August 31,

The term “unsecured” refers 10 taxes on personal property other than real estate, land and buildings.
These taxes are secured by liens on the property being taxed, Property tax revenues are recognized
by the City in the fiscal year they are assessed.

Trventory

Inventory held in the General Fund is valued at ¢ost using the first-in-first-cut (FIFQ) inventory
method, Inventory of the General Fund consist of expendable supplies held for consumption. The
cost is teeorded as an expenditure in the General Fund ot the time individual items are consumed.
Reported General Fund inventary is equally offset by a fund balance reserve which indicates that
the inventory docs not comstitute available spendable resources even though the inventory is a
component of net current nssets.

Land Held for Redevelopment

At June 30, 2007 the Agency had five parcels held for redevelopment; all of which were acquired ~
in prior years and are being held for future development projects. The parcels are accounted for .
at the Tower of cost or net realizable value.

Compensated Absences

Compensated absences comprise unused sick leave and vacation, which are accrued as earned. The
City’s liability for compensated absences is recorded in various Governmental funds or Proprietary
funds as appropriate, The liability for compensated absences is determined annually. The portion
expected to be permanently liquidated is recorded in the governmental funds and are recorded as
fund liabilities. The long-term portion for Governmental Activities is recorded in the Statement of
Net Assets,

The changes in compensated absences were as follows:

Govemmental Business-Type
Activitics Activities Total
Beginning Balance §976,311 $17,931 $994,242
Additions 865,730 21,633 887,363
Payments {190.511) {13,004} . (308,605)
Ending Balance $1,G51,530 $2i.47¢ $1,073,000
Current Portion £775,26) $21.408 $796,669

The long-tesm portion of gevernmental activities compensated absences is liquidated primarily
by the General Fund.
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INOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continved) _I EOTE 2 - BUDGETS AND BUDGETARY ACCOUNTING (Continued) '
I Post Employment Heath Care Benefits B Excess of Expenditures aver Appropriations
The City does not provide health care benefits to its retired employees; however it does allow During fiscal 2007, the following funds had expendisures in excess of budget, os follows:
retirees to retain health care coverage throngh the City’s plan. The City therefore does not recognize -
any retiree health care cost a3 the retiress pay the health cace premiums, Bxcessof
: . E di
£ Deferred Compensation ‘“(’;v::m’
- T - . n iati
City employees may defer a portion of their compensation under City sponsored Deferred Fund —Appropriations
Compensation Plans created in accordance with Interns} Revenue Code Section 457, Under these Spectal Revenue Funds:
Plans, participants are not taxed on the deferred portion of their compensation until distributed to CasTex ) $166,018
them; distributions may be made only at termination, retirement, death or in an emergsney as :-:"d “d’:-'PENANSSMH‘ District 212,464
defined by the Plans. casure A Peroed Tax 5,501
by . National Polluzion Discharge Elimination System 12,025
The taws goveming deferred compensation plan assets required plan assets to be held by a Trust for :c'::":l‘ ::"" nnd §.ocai Grants 33,802
the exclusive benefit of plan participants and their beneficiaries. Since the assels held under these C ® ":Ie aterent 7,385
plans are not the City's property and are not subject to City control, they have been excluded from apital Projects Funds:
these financial statements. DR::;Velr{Pm;m , 116,693
ebt Service Fonds:
[ NOTE 2 - BUDGETS AND BUBGETARY ACCOUNTING | :;':‘cﬁ;:dns putbory szi::;

A Budgeting Procedures
. i . . The funds had sufficient resources to finance these expenditures.
Annually, the City Manager submiis to the City Council a proposed operating budget in June for the
following fiscal year, as required by the City’s budget ordinance. This budget inctudes proposed N C
' s N — CASH AND INVESTMENTS I

expenditures and the revenues expected to finance them. As modified during public study sessions, l: OTE 3 5
the preliminary budget becomes the proposed budget. Public hearings are conducted to obtain
taxpayet comments and the budget is legally enacted through passage of a resolution. The City
Manoger is authorized to transfer budgeted amounts within departments within funds. Budget
modifications berween funds or increasss or decreases to a fumd's overnll budget must be approved
by the City Council. The [egal level ol budgetary control is at the fund level,

‘The City pools cash from all sources and all finds except Cash with Fiscal Agents so that it can be
invested at the maximum vield, consistent with safety and liquidity, while individual funds can
make expenditures at any time,

A. Policies

Budgets are adopted on a basis consistent with generally accepted accounting principles.

LUnexpended appropriations bapse at year end and must be reappropriated in the following year. California Law requires banks and savings and loan institutions to pledge government sccurities

with a market value of 110% of the City’s cash on deposit, or first trust deed mortgage hotes with a
market value of 150% of the deposil, as collateral for these deposits. Under California Law this
colluteral is held in a separate investment pool by another institation in the City’s name and places
the City shead of general creditors of the institution.

Budgeted mnounts are as originally adopted, or as amended by the City Council. Individual
amendments were not materiat in relation to the original appropriations which were amended.

The City and its fiscal agents invest in individual investments and in investment pools. Individual
investments are evidenced by specific identifiable securities instruments, or by an electronic entry
registering the owner in the records of the institution issuing the sccurity, called the book entry
system.

The City’s investments are carried at fair value, as required by generaify accepted accounting

principles. The City adjusts the carrying value of its investments to reflect their fair value at each
fiscal year end, and it includes the effects of these adjusiments in income for that fiscal year.
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[NOTE 3 . CASH AND INVESTMENTS (Continuedj |

B.

Investments Authorized by the California Gavernment Code and the City’s Investment Policy

The City’s Investment Pelicy and the Califomia Government Code allow the City to invest in the
following, provided the credit ratings of the issuers are acceptable to the City; and approved
percentages and maturities are not exceeded. The table below also identifies certain provisions of
the California Government Code, or the City’s Investment Policy where the City’s Investment
Policy is more restrictive,

The City’s Investment Policy and the California Governmeni Code allow the City to ittvest in the
following:

Minimum Maximum Maximum
Maximum Credit in Ipvestment
Authorized investment Type Maturity Quality Portfolio In One Issuer
State of Californiz Local Agency On Demand N/A £40,000,000 $40,000,000
tnvestmenit Fund (LAIF Pool) pET Arcount per account
U. 5. Treasury Bonds, Notes and Bills 5 Years N/A Mo Limit Na Limit
U.5. Federal Agency and U.S. Goverrynent }

Spansored Enterprise Sccuritics 5 Years N/A No Limit No Limit
Banker's Acteptances 180 Days NA 0% 0%
Commercial Paper 270 Days P-1, A-1, F-1 25% 10%
Certificates of Deposit 5 Years WA 30% 10%
Negotinble Certificates of Deposit 5 Years A 0% Mo Limit
Medium-Term Cerporate Notes $ Years A 30% No Limit
Momey Market Mutua) Funds On Demand Highes Rating 5% No Limit

Category

Invesiments Authorized by Debt Agreements

The City must maintain required smounts of cash and investments with trustees or fiscal agents
under the terms of certain debt issues. These funds are unexpended bond proceads or are pledged
as reserves to be used if the City fails to meet its obligations under these debt issues. The California
Government Code requires these funds to be invested in accordance with City ordinance, bond
indentures or State stahite. The table below identifies the invesiment types that are authorized for
investmenss held by fiscal agents, The wmble also identifies certain provisions of these debt
BETEEmEnts:
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[NOTE 3.CaSH AND INVESTMENTS (Continued) |

Authorized Investment Type

Maximum
Maturity

Minimum Credit
Quality

Obllgations of any of the following federal agencies which obligations
represent the full Reith and credit of the U.S. including:

U.S. Treasury Cbligations

Al direct or fhlly guaraniced obligations

Fasmers Home Adminisiration

General Services Administration

Guaranteed Title XI Financing

Government National Marigage Association {GNMA}

State and Local Government Serics
Direzt obligations of any of the following federal agencins which obligations
are not fully puaranteed by (he fell fsilh and credit of he U S

Seniar debt obligations of:

Federal National Mortgage Assoclation

Federal Home Loan Mongage Corpotation

Federni Home Loen Bank System

Fam Credit System

Resolution Funding Corporation

Financing Corp. Debt Obljgations

U 8. Agency for International Development Guaranteed Notes
For ail purpeses other than defeasance:
Obligations of any of the flollowing federsi agencies which obligations
represent the Rall faith and credit of the U 5. including:

Export-Import Bank

Rural E ic C ity Development Admint

1J.5. Maritime Administtation

Smatl Business Administration

U.5. Department of Housing & Urbon Development (PHAs)

Federat Housing Administration

Federal Financing Bank
Direct obligations of any of the following federal agencies which obligations
nr not futly guarenteed by the full faith and czeditofthe 1.8,

Senjor debt obligations of. - .

Fedgral National Morigage Assocration

Federal Home Loan Mertgage Corporation

Tederal Hame Loan Bank System

Otier Government Sponsoredt Agencies approved by the Bond Issuer

Resolution Funding Corporation

Bankers Acceptances

Commercial Paper

Pre-refunded Municipal Obligations

Municipal Obligations

General Obligations of States

Investment Agteements (A)

Other forens of investments (including repurchase agreements) (A)

1 yerr
21 days.

P-1, Aol or A1+
P-1or A-1+
Highest ratings
category
ARnfAAA
A2A

{A} investment agreements end other forms of invesiments, including repurchase agreements,

must be opproved in writing by the Bond lssuer
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[NOTE 3 - CASH AND INVESTMENTS (Continned) |

D.

Classification

Cash and investments are classified in the financial statements as shown helow, based on whether
or not their use is resiricted under ihe terms of City debt instruments or Agency agreements.

Cash end investments as of June 38, 2007 consist of the following:

Cash and investments $14,867,538
(ash and investments with fiscal agents 20,462,796
Total Cash and Investments 535,330,384
Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair
value of an investment. Normaily, the longer the maturity of an investment, the greater the
sensitivity of its fair value to changes in market interest rates.

Information about the sensitivity of the fair values of the City's investments {including
investments held by bond trustees) to market interest rate fluctuations is provided by the
following table that shows the distribution of the City’s investments by maturity or earliest call
date: -

CITY OF EL CERRITO
Notes to Basic Financial Statements

Cash end Resiricted Cash Maturity
Envestments  end [nvesiments Total Date
[avestments:
Frdem! Agenty Yesues,
Federal Home Loan Bank - §997,345 597,345 September 28, 2007
Federal Home Loan Bank 998,750 998,750 Cetober 24, 2007
Federal Home Loan Rank 998,040 998,040 December 28, 2007
Federal Home Lonn Bank 997,505 997,508 May 1, 2010
Federat Home Lopn Mortgege Gorporption 997,840 957340 Tarnumy 9. 2009
Federal Home Loan Morigage Corporation 596,430 596,420 April 7,2010
Federal Home Loan Mortgage Corporatian 991,130 497,210 May 14,2010
Federal Natienal Mongage Association 998,595 998,595 February 28, 2008
Federa) National Morigage Association 1,397,190 1,997,190 Tune 4, 2009
Federal Mational Morigage Associalion 997,660 957,660 Mareh 29, 2010
Local Agency Investment Fund 2,794,504 2796904 176 days average maturity
US Treasury B! 5108,04B 108,048 Movember 15, 2007
U.5. Treasury Hote 214218 234,215 September 30, 2008
irst American Treasury Obligation
Maney Markat Fund 547,331 547,331 1 day average matmlry
U.S. Treasury Plus Moncy Market Fund 12,605,53% 12,605,519 60 days average maturity
Blackrock Institutional Money Market Fund 6,966,852 6,966,852 7 dnys avernge maturity
Federated Treasury Chligation )
Money Market Fund 30} 811 397 days average meturity
Crsh with Bavks and Petty Cash 1,096 099 1,095,099
Tota! Invesiments 514,857,588 $20,462,796 _5135.330_384
48
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The City is a participant in the Local Agency Investment Fund (LAIF) that is regulated by
California Government Code Section 16429 under the oversight of the Treasurer of the State of
California. The City reports its investment in LAIF at the fair value amount provided by LAIF,
which is the same as the value of the pool shave. The balance is available for withdrawal on
demand, and is based on the accounting records maintained by LAIF, which are recorded on an
amortized cost basis, Included in LATF's investment portfolio are collateralized mortgage
obligations, mortgage-bucked sccurities, other asset-backed securitics, loans to certain state
funds, and floating rate securities issued by federal agencies, government-sponsored enterprizes,
United States Treasury Notes and Bills, and corporations. At June 30, 2007, these investments
liave an average maturity of 176 days.

Money market funds are available for withdrawal on demand and at June 30, 2007, bave an
average maturity of § day for the First American Treasury Obligation Moncy Market Furd, 60
days for the U.8. Treasury Plus Money Market Funds, 7 days for the Blackrock Institutional
Money Market Fund and 397 days for the Federated Treasury Obligation Money Market Fund.

Credit Risk

Generally, credit risk is the risk that an jssuer of an investment will not fulfill its obligation to the
holder of the investment. This is measured by the assignment of a rating by a nationally recopnized
statistical rating organization. Presented helow is the actual rating as of June 30, 2007 for each of
the City’s investment type as provided by Standard and Poor's:

Investments AAA AAAmM Total
Federel Agency Lssues:
Federal Home Losn Bank $997,345 $997,345
Federat Home Lean Bank 998,750 998,750
Federal Home Loan Bank 208 040 998,040
Federal Home Loan Bank 997,505 997,505
Federal Home Loan Mortgage Corporetion 997,840 997,840
Federal Home Loan Mortgage Corporation 996,430 996,430
Federal Home Loan Mortgege Comporation 997,230 997,230
Federal National Mortgage Association 998,595 998 595
Federal National Morgage Assaciation 1,997,150 1,997,190
Federal National Martgage Association 997,660 957,660
First American Trensury Obligation Meney
Market Fund §547,31 547,338
U S, Treasury Plus Money Market Fand 12,605,539 12,605,539
Blackrock Institutional Money Markel Fund 4,066 852 £,966,852
Federated Treasury Obligation
Money Mariet Pund ) E1! ETH
O Time SInT
Totel rated $10,976, 585 820,120,533 31,097,118
Not rated:
Califomnia Local Agency Investment Fund 2,794,504
Exempt from credit razing:
U.S. Treasury Bill 108,048
U.S. Treasury Note 234,215
Total Investnents 34,234,285

Cash with Banks and Petty Cash 1,096,099

Total Cash and Invesiments $35,330, 284
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[ NOTE 4 - INTERFUND TRANSACTIONS |
A Fransfers Between Funds

With Council approval, rescurces may be transferred from one City fund to another. The purpose
of the majority of transfers is to reimburse a fund which has made an expenditurs on behaif of

another fund. Less often, a transfer may be made to open or close & fund.

Teangfers between funds during the fiscal year ended June 30, 2007 were as follows:

Amount
Fund Racpiving Transfess Fuod Maldag Trans Transferred

General Fung Redevelopment Capitel Prejects Fund £942,522
Redevelop Low & Mod Income Housing Special Revenue Fund 39,304
Non-Major Govesnmental Funds 322,597
Inteprated Waste Management Enterprisc Fund 258,208
City Hall Construction Fund Redevelopment Capital Projects Fund 250,000
Mon-Major Governmental Funds B,000,000
Redevelopment Debt Service Fuad Redevelopment Capital Projects Fund 1,205,732
Redevelopment Low & Moderate Income Housing Special Revenue Fund 604,604
Nen-Major Governmental Funds Generat Fund 660,933
Redevelopment Cepital Projects Fund 1,550,000
Non-Major Governmental Funds 1,379,731

Vehizles and Equipment Replacement
Internal §ervies Fund General Fund 56,110

Totg} interfund Transfers
The reasons for these transfers are set forth below:
{A) Ta return unspent capital project funds and pay for indirect costs
(B) To fund tapital prejects

(C) To fund debt service
(DD} To fund captal projects and debt service

B. Reifgvelopment Advances

515,709,746

During the fiscal years ending June 30, 2005 and June 30, 2006 the Agency approved interfimd

advances of $305,088.and $304,820 from the Low and Moderate Income Housing Fund 1o the

Redevelopment Capital Projects Fund for the purpose of paying the Agency’s share of the

countywide Education Revenue Augimentation Fund (ERAF). These loans do not bear interest and

:re repayable in ten equel anpual instaliments. The balance of the loans at June 30, 2007 was
518,408,
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{NOTE 5 CAPITAL ASSETS |

All capital assets are valued at hisiorical cost or estimated historical cost if actual historical cost s
not available. Contributed capital assets are valued st their estimated fair market vajue on the date
contributed. The City’s policy s to capitalize all assets with costs exceeding certain minimum
thresholds and with useful lives exceeding two ycars.

Al capital assets with limited useful lives are depreciated over their estimated yseful lives. The
purpose of depreciation is to spread the cost of capital assets equitably among 4} users over ths
life of these assets. The amount charged to depreciation expense each year represents that year’s
pro rata share of the cost of capital asssts.

Depreciation of all capital assets is charged as an expense against operations each year and the total
amount of depreciation taken over the years, called accumulated depreciation, is reported on the
balance sheet as a reduction in the book value of capital assets.

Depreciation is provided using the straight line method which means the cost of the asset is divided
by its expected useful life in years and the result is charged to expense each year until the assst is
fully deprecinted. The general capitalization threshold is $10,000. The City has assigned the useful
lives listed below to capital assets.

Years -~
Buildings 20-50 p
Improvements 33-60
Equipment 2-15
Streets 20
Parks 20
Curb and gutters 20
Storm drains 65

Major cutlays for capital mssets and improvements are capitalized as projects are constructed.
Interest incurred during the construction phase is reflected in the capitalized value of the asset
constructed, net of interest earned on the invesied proceeds over the same period.
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[NOTE 5= CAPITAL ASSETS (Continued) |

A Capltal Asset Additions and Retirements

Capital assets at June 30 comprise;

Balance ar Balance at
June 30, 2006 Additions Relirements Transfers June 30, 2007
Govermnentn! achivities .
Ceptal assels not being depreciated-
Land $4.457,702 54,451,792
Canstruction in progress 6.844@42 $5,041,67% f.ﬂl'?,!'iﬂ $4,512.579) 8,136,672
Tolal capital assets not being dep 11,702,634 6,041 67% {237,270} (£,512.57% 12,594,464
Capital asets being depreciated:
Buildings and improvements 12,309,501 2,543,135 4312,011 19,164 647
Eauiprveo: and vehicley 3513488 53889 180,000 4,367,577
Infrestructure 39,810,659 63,961 20,568 59,895,188
“Total capital assels being deprecizted 15,653,648 1,260,983 4,512,579 83427212
Less accumulated depreiation for:
Buildings and imfpirovtinents (3,474.927) {383,371) (3,474,204)
Equipment and vehicles {2,784.496) {305,082) (3,085.578)
Infrastrueture {23,515,384) (1,597,535} (25,112,899)
Total accumulated depreciation 28,774,783} (21,301,988 (32,075, 71)
Ne) capital assers being depreciated 45,878,365 958,997 4,512,579 51,350,441
Governmental activity capita? assets, net £57,181 439 57,000,676 {$232,270) $63,944.903
Birsiness-tpe Aciivitles
Capital asacts being depreciated.
Buildings 5163423 $163,428
Cquipmen wnd vehicles CR5583 58,393 44382
Total caprel asscls being deprecisted §49,417 58,193 507,810
Less accumulaied depreziation for:
Buildingg (145.517) (4,450) {150,007)
Hquipment pod vehicley {625,636 (32,262) (651,898}
Total agcumulatzd depreciation (775.153) (36,752) (811,505}
Net capital assels being depreclated 4,264 21,641 35,905
Businesa-type activity copital assers, not $74,264 521,641 $95,905
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[NOTE 5 — CAPITAL ASSETS (Continued) |

B.

Capitl Asset Contributions

Some capital assets may be acquired using federal and State grant funds, or they may be contributed
by develupers or other governments. These contributions be accounted for as revenues at the time
the capital assets are contributed.

Depreciation Allocation

Depreciation expense is charged to functions and programs based on their usage of the related

assets. The amounts allocated fo each function or program are as foflows:

Governmental Activities

General Government 862,127
Public Works 1,664,810
Recreation 169,635
Community Development 62,427
Public Safety 63,821
Enternal Service Fund ’ 279,168

Total Governmental Activities

Business-type Activitles

Integrated Wastz Management $36,752
—_——t

[NOTE 6 - LONG-TERM DEBT |

32,301,983

The City generally incuts long-term debt to finance projects or purchase assets which will have
useful lives equal to or greater than the related debt.

Bond issuatics costs are capitelized and amartized aver the terms of the respective bonds L3ing g
method that approximates the effective interest method.
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[NOTE 6 - LONG-TERM DEBT (Continued) |

INOTE 6 — LONG-TERM DEBT {Continaed) |

The City’s debt issues and transactions are summarized befow: D Tax Allocation Bonds

Original [ssue Balance Balance Current 1997 Tax Allocation Refunding Bonds - On December 3, 1997, the El Cerrito Redevelopment
Amount _ fune30, 2006  Additions  Refirements  June 30,2007 Portion Ageney issuec Series 1997 A Bonds in the amount of $7,450,000 at 3.70%-4.90% interest. The
Governmental Acelvigy Debt proceeds from the Bonds were used to refund the Agency’s $7,185,000 E) Cerrito Redevelopment
1993 Storm Drein Revenue Ronds $6,300,000 $3,140,000 BMNE 80000 1360000 Project Area Refunding Tex Allocation Bonds, Serits 1591 A. The Series 1997 A Bonds are
Letss Revenue Bonds: secured by a pledge of certain tax increment revenues from the Project Ares. Inferest is paynble
: . | P
2002 Lezse Revenue Bonds 4,615,000 4,040,000 210,000 3,830,600 213,000 semiannually on Javuary | and July i through 2019, Prinipal is payable anually on July 1.
2006 Lease Revenue Bonds 9,610,000 $9.610,000 9,610,000 1998 Tax Allecution Refunding Bonds - On April 2, 1998, the El Cerrito Redovelopment Ageney
Tax Allocation Bonds: issued Sertes 1998 B Tax Allocation Refunding Bonds in the emount of $2,630,000 at 3.70%-
1997 Refunding, Series A 7,450,000 5,475,000 295,000 5,180,000 310,000 5.25% interest. The proceeds from the Bonds were used to refund the Agency’s El Certito
199% Refunding, Series B 2,630,000 1,705,000 135,000 1,570,000 140,000 Redevelopment Project Area Bonds, Series 1990 A in the amount of $3,025,000. The Serics 1998
2004 Series A 10,315,000 10,315,000 10,315,000 B Bonds are secured by a pledge of certain tax increment revenues from the Project Area. Interest is
mm' Series B p sm‘ouu ) 6.]00.000 210,000 6090'000 100,000 payable semianiually on Janwary 1 and July 7 through 2015. Principal is payablc annually on July
Fire Station Project Cepited Lease 1,485,000 345,000 165.000 380,000 180,000
Fire Truck Capita) Leases 857372 457,375 340,997 13272 769,100 18,765 2004 Tax Aflocation Bonds - On September 30, 2004, the El Cerrito Redevelopment Apency
Torget Note Payable 750,000 595,785 29,581 566,204 312,24} istued Series 2004 A and B Tax Allocation Bonds in the amounts of $10,315,000 end $6,510,000,
regpectively, for a total original principel amount of $16,825,000 at 3.50%.5.50% interest, The
Total Governmentnl Activity Debt $32,773,160 $9.959.997  $1422.853  $41,310304 81,577,008 proceeds are being used to finance activities such as public facilities and infrastructuse-
improvements of various Bousing projects within the Project Ares and the repayment of o note
payable. The Bonds are payable from 1ax increment revenues from the Praject Aren. interest is
A Stormt Drain Revente Bonds payable semi-annually on Janvary 1 and July 1 through 202_3. Principal is payable annually on July
i 1 commencing on July 1, 2013 for the 2004 A Tax Allocation Bonds and July 1, 2005 for the 2004
On July 30, 1993, the City issued Revenue Bonds in the original principal amount of §6,100,000 at B Tax Allocatior. Bonds.
4.30% - 5.375% interest to provide funds to finance the cosis of the reconstruction of the City’s Coh
storm drain system. Principal payments are due annually on September 1, with interest payments E apitaf Leases
payable semi-annually on February 1 and Avgost ) through Avgust ), 2013, Repayment of these , . . . \
. . . : : On March 1, 1996, the City entered into 2 non-cancelable capital lease agreement in the amount of
bonds is from sto fees and cha the St Special R Fund. ap
s is rm drain fees and charges receivad by the Storm Drain Spocial Revenue Fun $L,4B5,000 at 4.205%-6 050% interest with the E) Cerrito Municipal Services Corporation to
B 2082 Lense Revenue Bonds finance the replacement of a firc station. Principal payments arc due annually each March 1 and
’ interest payments are due semi-annually each March 1 and September 1 through March 1, 2009,
On July 17, 2002, the E) Cerrito Public Financing Authority issued $4,615.000 original principal 0Wﬂ={5h=P of the station teverts 1o the Ci‘ty at the end of the lease. Since the tease is in essence a
amount of 2002 Lease Revenue Bonds at 3.00%-4.70% intsrest. The proceeds from the snle of the financing arrangement, the cost of the station and the smount of the lease have been included in the
Bonds were uscd for the rebuilding and renovation of the City Swim Center. Parcel tax revenues City’s financial statements.
are pledged for the repayment of these Bonds. Principal and interest are payable semi-annuall 5
eachrj Ma?ch 1 and Scpiimﬁr 1 through 2020. >R e Y On August 12, 2005, the City entered into u lease agreement in the amount of $507,375 at 3.9%
interest with First Municipal Leasing Corporation to finance the purchase of a fire truck and
c 2005 Lense Revenue Bonds apparatus, Annual principal and interest payments of 356,110 are due through August 12, 2016.
On November 1, 2006 the E] Cerrito Public Financing Authority issued Series 2006 Leass Revenue On Junie 15, 2007, the City entered into & lease ngreement in the amount of $349,997 at 4.180%
Bands in the amount of $9,610,000 at 3,60%-5.00% interest, The procesds from the sale of the . interest witl: First Municipal Leasing Corporation to finance the purchase of a fire truck and
Bonds wers used for the construction of a new City Hall. Rental revenues from the City to the apparatus, Annuel principal and interest payments of $43,620 are due through July 1, 2017,

Authority are pledged for the repayment of these Bonds. Principal and interest payments are due
semi-annually each June t and December 1 through 2036.
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CITY OF EL CERRITO
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NOTE 6 - LONG-TERM DEBT ({Continued)]

F

Target Note Payable

The City entered into a lean agreement, in October 1950, with Dayton Hudson (Target) in the
amount of $750,000. Principal and interest payments are due annually on June 1, Under the terms
of the loan agreement, interest of the loan is 9% and the City wili make annual payments $76,355
until June 1,2018.

Debt Service Requirements

Debt service requirements are shown below for all long-term debt:

Governmental Activilies

Year ending
June 30 Peincipal Tnderest
2008 $1,577,008 $1,855,295
2009 1,684,774 1,795,637
2010 1,781,409 1,708,906
2011 1,902,790 1,623,072
2912 2,044 605 1,528,375
20132017 16,791,517 6,135,648
2018-2022 10,903,201 1,458,685
2023-2027 5,370,000 1,452,400
2028-2032 2,120,000 833,660
2033-2037 2,635,000 305,865

$41,310,304 §20.897,346

[ NOTE 7—NET ASSETS AND FUND BALANCES i

Net Assels is measured on the Fali accrual basis, while Fund Balance is measured on the modified
accrual basis, as explained in Note 1.

Net Assets

Net Assets is the excess of all the City's assets over all its liabilities, regardless of fund. Net Assets
are divided into three categories. These categorics apply only to Net Assets, which is determined
only at the Goverament-wids fevel, and are described below: ,

Irrvested in Capital Assets. net of related debt describes the portion of Net Assets which is

represented by the current net baok value of the City's capital assets, less the outstanding balance of
any debt issied 10 finance (hese assers.
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[ NOTE 7 -- NET ASSETS AND FUND BALANCES (Continued) |

Restricted describes the portion of Net Assets which is restricted as to use by the terms and
conditions of agreements with outside paniies, governmental regulations, laws, or other restrictions
which the City cannot unilaterally alter. These principally include developer fees received for use
on capital projects, debi service requirements, and redevelopment agency assets,

Unrestricted describes the portion of Net Assets which is not restricted as to use.
Fund Balunces, Reserves and Designations

In the Fund financial statements, fund balances represent the net cumrent assets of each fund. Net
current assets penerally represent a fund’s cash and receivables, less its liabilities. Portions of a
fund's balance may be reserved or designated for future expenditures.

Reserves

Reserves result from prior actions or transactions or are placed by outside entities such as
bondholders, other governments, etc., and restrict the expenditures of the reserved finds to the
purpose intendsd by the entity which provided the funds. The City cannot modify or remove these
reserves. At June 30, 2007, reserves included:

Reserve for debt service is the portion of fund belance legally restricted for the payment of
principal and interest on long-term liabilities.

Reserve for encumbrances is the portion of fund balance legally restricted to reflect outstanding
contractual obligations for which goods and services have not been received.

Reserved for land held for redevelopment is the carrying value of property held by the
Redevelopment Agency, which is reserved since it is not an available spendable resource.

Reserves for inventory, prepaid ifems and advances are the portions of fund balance set aside to
indicate these items do not represent available, spendable resources even though they are an asset of
the Fund.

Reserve for low and moderate income housing iy the portian of fund balance legally restricted for
operating the City's Low Income Housing program.

Designations

Designations are imposed by City Council to reflect future spending plans or concerns about the
availability of futurs resources. Designations may be modified, amended or removed by Couneil
dction. Such plans are subject to change and may or may not be legally authorized or result in

expenditures. At June 30, 2007, designations included:

Designated for mudti-purpose field is the portion of unreserved fund balance set eside for a multi-
purpose field.

Designated for capital facilities and maintenance represents unexpended appropriations for
capital autlay projects.
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[ NOTE 7 - NET ASSETS AND FUND BALANCES (Continued) |

E.

Fund Eguity Deficits

‘The Landscape and Lighting Assessment and the National Pollution Discharge Elimination System
Special Revenue Funds had deficits of 563,804 and $16,704, respectively, as of June 30, 2007.
Thess deficits will be eliminated by future revenues.

[NOTE 8 - PENSION PLANS |

A

CALPERS Safety and Miscellaneous Employees Plans

Substantially all City employees are eligible to participate in pension plans offered by California
Public Employees Retirement System (CALPERS), an agent multiple employer defined benefit
pension plan which acts as a common investment and administrative egent for its participating
member employers. CALPERS provides retirement and disability benefits, annual cost of living
adjustments and death benefits to plan members, who must be public emplayees and beneficiaries.
The City’s employees participate in the scparate Safety (police and [ire} and Miscellaneous (all
other) Employee Plans, Benefil provisions under both Plans are established by State statute and
City resolution. Benefits are based on years of credited service, equal to one year of full time
employ:nent. Funding contributions for both Plans are detormined annually on an actuarial basis as
of June 30 by CALFPERS; the City must comwibute these amounts. The City"s labor contracts
require it to pay the employees contributions as well a5 its own. The Plans’ provisions and benefits
in effect at June 30, 2007, are summarized as follows:

Safety Miscellaneous
Benefit vesting schedule . 5 years service 5 years gervice
Benefit payments Monthly fos life Monthly for life
Retirement age 50 50
Monthly benefits, as a % of annual salary 3.00% 2.00-2.70%
Required employee contribution rates . 9% 8%
Required employer contribution rates 23.886% 17.028%

CALPERS determines contribution requirements uging a modification of the Entey Apg Normal
Method. Under this method, the City’s total normal benefit cost for each employee from date of hire
lo date of retirement is expressed as a level percentage of the related total payroll cost. Nermal
benefit cost under this Method is the level amount the employer must pay anneally to fund an
employee’s projected relirement benefit. This level percentage of payroll method is used to
amertize any unfunded actuarial liabilities. The actuaria} assumptions used to compute contribution
requircents are also used 1o compide the actuarially scerued lisbility. The City vses actuarially
determined percentages of payroll to calculate and pay contributions to CALPERS. This results in
no net pension obligations or unpaid confributions. Annual Pension Costs, representing the
payment of all contributions required by CALPERS, for the years ending June 30, 2007, 2006 and
2005 amounted to $3,622,202, 33,054,753 and $1,738,779, respectively.
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[NOTE 8 - PENSION PLANS (Continued) |

CALPERS uses the market related value method of valuing the Plan’s assets, An investment rate of
return of 7.75% is assumed, including inflation ar 3.00%. Annual salary increases are assumed to
vary by duration of service. Changes in liability due 1o plan amendments, changes in actuarial
assumptions, or changes in actuarial methods are amortized as a level percentage of payroll on a
closed basis over 16 years for the Miscellancous Plan and over 17 years for the Safety Plan.
Investment gains and losses are accumulated as they are realized and amortized over a rolling thirty
year period.

As required by new State law, effective July 1, 2005, the City’s Miscellaneous and Safety Plans
were terminated, and the employeess in those plans were required by CALPERS to join new State-
wide pools. One of the conditions of entry to these pools was that the City true-up any unfunded
liahilities in the former Plans, either by paying cash or by increasing its future contribution rates
through a Side Fund offered by CALPERS. The City satisfied its Miscellaneous and Safety Plans
unfunded lizbilities by agreeing to contribute to the Side Fund through an addition to its normal
contribution rates, The balance of the Miscellancous Plan’s Side Fund was $3,897,923 at June 3G,
2007, which will be repaid over the next 23 years. The balance of the Safety Plan's Side ¥und was
57,447,900 at June 30, 2007, which will be repaid over the next 27 years.

Audited annual financial statements and ten-year trend information are available from CALPERS &

P.O. Box 942709, Sacramento, CA 94229-2709. -

City of El Cerrito Employees® Pension Trust Fund

The City of El Cerrito Employses' Pension Trust Fund is not part of the CALPERS. The Plan is a
closed plan and is a single-employer defined benafit pension plan. The Plan covers only employees
who elected not to be covered by CALPERS as of February 6, 1959. As of July 1, 2007, the latest
actuarial valuation datz, the pension plan had four members, all of whom are retired.  The Plan
provides retirement benefits gencrally equal to 50% of the annual salary of the Plan member at the
lime of retirement plus 50% of any change it salary after that date. ‘The Plan also provides certain
disability and death benefits. The Plan is closed to new entrants.

No contributions are made by Plan members, since all Plan members are retired. The actuarial
accrued liability was determined as part of an actuarial valuation at July 1, 2007. Significant
actuarial assumptions used in determining the sctunsial sccrued Jiability include: (a) a rate of return
oft the investment of present and fitture assets of 6.0% per year compounded annually, if the Plan
were to be funded, (b} annual post-retirement bencfit increases at 3.5% per year. Required
contributions are determined using the unit ¢redit method. The plan is amortized using the 1983
Group Annuity Mortality for Males.

The Plan’s assets were exhausted as of June 30, 2005 end future payments will be made on a “pay
as you go” basis from the General Fund.
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[ NOTE 8 - PENSION PLANS (Continued) |

The actuarial present value of the projected benefits of plan members has been estimated to be
$1,282,150 at July 1, 2007. The Plan’s schedule of funding status is as follows:

Total Unfunded

Actuarial Actuarial Actuarial
Value of Accrued Accrued Annual Unfunded
Valuation Plan Liability Liability Fuided Covered (Qverfunded)
Date Assets {AALY (UJUAL) Ratio Payroll as % of Payroll
7712001 $148,000 $2,053,000 ($1,905,000) 7.2% N/A N/A
2004 s 6,036 1,502,924 (1,296,888) 0.4% N/A NA
2007 0 1,282,150 (1,282,150) G0% N/A N/A

The Plan’s annuai pension cost for the three most recent fiscal years iy as follows:

Figcal Annual

Year Pension Percentage

Ended Cost Contributed
2005 $230,376 100%
2006 215,341 1%
2007 181,873 160%

NOTE 9 - RISK MANAGEMENT |

A

Municipal Pooling Awthority (AMPA)

The City is a member of the Municipal Pooling Authority of Northern California (formerly called
Centra Costa County Municipal Risk Management Insurance Autharity). The Authority provides
coverage against the following types of loss risks under the ferms of a joint-powers agreement with
the City and several other cities and governmental agencies as follows:

Coverage
Type of Coverage {Deductible) Limits
Ligbility (35,0009 320,000,000
Yehicle - Physical Dartage (33,000 for palice vohicles, 250,000
$2,000 for all others)
‘Worker's Compensation (no deductible) 200,000,000
All Risk Fire, Property, Earthquake & Flood (55,000) 350,000,000
Boiler & Machinery ($5,000) 100,000,000

The Authority is governed by a Board consisting of representatives from member municipatities.
The Board controls the operations of the Authority, including selection of management and
approval of operating budgets, independent of any influence by member municipalities beyond their
represeniation on the Board,

The City’s deposils with the Autharity mre in accordance with formulas established by the

Authority. Actual surpluses or losses are shared according to a formula developed from overall loss
costs and spread to member entities on a percentage basis after a retrospective rating.
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[ NOTE 9 - RISK MANAGEMENT (Continued) |

B.

The Authority’s all risk fire, propenty, carthquake and flood coverage was reduced from $7 bitfion
for the fiscal year ended June 30, 2006 to $350 million for the year ended Junc 30, 2007,

Audited financial statements for the Authority are available from MPA, 1911 San Migue! Drive,
Suite 200, Walnut Creek, CA 94596,

Liabitity for Uninsured Claims

The City provides for the uninsured portion of claims and judgments, including a provision for
cizims incurred but not reported, when a oss is deemed probable of assertion and the amount of the
loss is reasonably determinable.

Prior to June 30, 1998, the City’s deductible for workers” compensation claims was $350,000 per
¢laim, Claims were handled by a third-party administrator, and actuarial estimates were developed
for the probable amounts vltimately to be paid by the City for such claims.

The City's liability for uninsured claims at June 30 was estimated by management based on cloims

experience reported by MPA and the pre-1998 workers® compensation claims discussed above, and
was computed as follows:

June 30, 2007 June 30, 2006

Beginning balance §118,4G9 $155,518
Change in provision for prior fiscal year claims 11,026 5,919
Claims paid (17,214) (43,088)
Ending balance $112,221 $1§8,409

[NOTE 10 - CERRITO THEATER LEASE |

In May 2003 the Agency entered into a long-term lease with Downey Street Productions (tenant)
for the Cerrito Theater. The lease has a twenty-five year term and an option for an edditional
twenty-five year perfod. The tenant is obligated to remit monthly base rent of $10 thousand for
the initial five year tenn, incréased every five years thereafter as specified in the lease, In
addition, the tenant is to pay the Agency’s operating expenses of the Theater as defined in the
aprecment, along with 10% of calendar year gross receipts from the Theater and restaurant in
excess of $1.5 million, as adjusted for increases in the Consumer Price Index.

Ownership of the Theater and property remains with the Agency at the end of the lease term as it
is a historical site. Therefore, the Agency has recorded the lease transaction as an operating lease
and has included the cost of Theater renovations in its capital essets which wers completed in
fiscal year 2007.
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|NOTE 10— CERRITO THEATYER LEASE (Continued) |

The following schedule summarizes the future minimum base lease payments fo be received
by the Agency from the lease agreement:

Fiscal Year Amount
Z008 $120,000
2009 120,000
2019 120,000
20)13 120,000
2012 122,000

2013-2017 617,048

2018-2022 632,464

2023-2027 648,292

2028-2032 573,976

© $3,073,780

NOTE 11 - COMMITMENTS AND CONTINGENCIES J

The City iz subject to litigation ariging in the normal course: of business. In the opinion of the City
Attorney there is no presently filed litigation which is Jikely to have a material adverse effect on the
financial position of the City. *

The City participates in soveral federal and State grant programs. These programs have been
audited by the City’s independent accountants in accordance with the provisions of the federal
Single Audit Act amendments of 1996 and applicable State requirements. No cost disallowances
were proposed as a result of these audits; however, these programs are still subject to further
examination by the grantors and the amount, if any, of expenditures which may be disallowed by
the granting agencies cannot be determined at this time. The City expects such amounts, if any, to
be immaterial,

The City has construction commitments of $6,930,474 for contracts awarded but not completed at
Tune 30, 2007. The major contracts outstanding are for buildings, streets, and storm drain projects.

NOTE 12 - PASS THROUGH PAYMENTS |

As part of the Redevelopment Agency Plan adoption, the Agency eatered into agreements with
various taxing entities which require the Agency to pass through portions of Project Area incremental
property taxes to each taxing entity. Payments under these pass through agreements amounted to
$841,700 for the year ended June 30, 2007,
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MAJOR GOVERNMENTAL FUNDS, OTHER THAN
GENERAL FUND AND SPECIAL REVENUE FUNDS

CITY HALL CONSTRUCTION CAPITAL PROJECTS FUND
This fund accounts for the expenditures related to the construction of a new City Hall.
REDEVELOPMENT AGENCY CAPITAL PROJECTS FUND

This fund is vsed to account for major capital improvement prajects under the management of the City's
Redevelopment Agency.

REDEVELOPMENT DEBT SERVICE FUND

This fund is used to account for the payment of interest and principal on the debt of the Redevelopment
Agency.
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CITY OF EL CERRITOD
BUDGETED MAIOR FUNDS, OTHER THAN THE GENERAL FUND OR SPECIAL REVENUE FUNDS
N COMBINING SCHEDULES OF REVENUES, EXPENDITURES
AND CHANGES IN FIJND BALANCES
BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

-
City Hall Construction Fund Redevelopmeant C-ﬂln] Prepects Fand .
- Variance Variancz Redevelopment Debt Service Fund
Positive . Pazitve Yariance
Budgel Actzat {Negativo} Budpet Actual (Negative) Posnive
—_—— _— Budger Actual {Nepative}
Ravengc):
Taxc2 and nisedimenls 54,012,800 53 B36,75} {F175,049)
Use of money and property £25,000 $224.049 319904 580,000 684,9H 1AM
Dttt Servenuzs SV EAL]) Do 60,564 363 5300 15467 52561
Tolal Reveauas 15,000 231.119 208,239 4652800 4,501,800 (70,392
B 3,000 3,667 2667
Experditaress -
Cureent:
Gieneral goverament 12,205 457 11,83
Public warla 300,000 1,199 496,801
Community development 836,659 60,955 226,694
Capitel Qutley 7068470 1315088 191158 1595608 2492241 {a96,833)
Pass Qwaugh agreaments 4008 #1700 122,308
Debt zervice N
Principal prymerits 49,580 FLEN 19999
[nterest 30d fiscal foes S 310 53,510 (159) #40,000 640.000
- 1,080,116 1,080,316
Tolal Gxpenditurea 8,368.470 4.959,088 3409382 3915791 4032484 116,553}
pend —SbEal SR e 1720018 1720116
Excess of revenues ower A
(under) expendinires {8,341 4700 (4723 843 3617.621 137,008 549,324 (187,685)
. __(LTIT ) (1714,449) 2,667
Other Fininthng Sources (uses):
Transfers in 11,369,139 B.250,000 (.119,139) 4,470,070 A AT
Transfers (ouf {BTTT. 599} (4,388.254) 4,373,343 Lrenr 1810338 w2
Tatal oier financing sowrcts {usesy 11.369.139 8,250,000 (3.119,139) {4,241 5799 [4,388 254} (146.725)
1720117 1810336 20219
Net Change in Fund Balances 33,025 569 355 5498 432 $3.504,5200 (3,218.3i0) !.]34‘4]0;
P e ] = = £3,001 05887 552,886
N = SmEe—
Fund Baiances, July |, 2005 1,482,362 15413010
123250
Fund Balances. fune 30, 2007 34,705,313 311,579,080
J—— i

51,318,481
RLEILAL
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[- NON-MAJOR GOVERNMENTAL FUNDS |

SPECIAL REVENUE FUNDS

GAS TAX

‘This fund accounts for revenues and expenditures received from the State of California under Street and
Highways Code Section 2105, 2106, 2107 and 2107.5. The atlocations must be spent for street maintenance
and construction and a limited amount for engineering,

LIGHTING AND LANDSCAPE ASSESSMENT

This fund accounts for assessments made wpon parcels of land within the Lighting and Landscaping
Districts and disburses funds in accordance with the provisions of the State of California Sireets and
Highway Code,

MUNICIPAL SERVICES CORPORATION

‘This fund accounts for debt service on the City’s fire station cepital lease.

MEASURE A PARCEL TAX

This fund is used to aceount for the use of the voter-approved special tax to be used fur the swim center and
park capital project.

NATIONAL POLLUTION DISCHARGE ELIMINATION SYSTEM

This fund accounts for storm water ulility fees assessed to property owners city-wide on their property tax
bills, The funds are used to pay for the “National Pollution Dvischarge Elimination System” mandated by the
Federal government to prevent further polluting of our streams and bays,

FEDERAL, STATE AND LOCAL GRANTS

This fund accounts for revenues and expenditures related to grants from other governmental zgencies.

ASSET SEIZURE

This fund accounts For revenues received from sales of assets seized during drug-related arrests and
disburses these funds for authorized public safety activities.

VEHICLE ABATEMENT

This fund accounts for revenues received from Vehicle Code Section 9250.7 to administer and operate the
local vehicle abatement program.

PARK IN LIEU

This fund accounts for funds received through negotiations with developers to be used for park
improvements, .
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NON-MAJOR GOVERNMENTAL FUNDS {Continued) ]

CAPITAL PROQJECTS FUNDS

CAPITAL MPROVEMENT FUND - -
This fund is used to account for the funds expended on various City capital projects.

STORM DRAIN

This fund accounts for assessments collected and funds expended for the mamienance and upgrade of the
storm drains,

MEASUREC

This fund accounts for the portion of the halfcent County-wide sales fax levied to fond transpertation
immprovements to local strests.

DEBT SERVICE FUNDS

STORM DRAIN

This fund accounts for principal and interest payments on the Storm Drain Revenue Bonds.
PUBLIC FINANCING AUTHORITY

This fund accounts for principal and interest payments on the Lease Revenue Bonds.
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Assols

Cash and inveatments.

Cash and investments with Niseal agent
Actounts receivable

Dhue frosn olher poy¥emments

Totz) Assels

Liabilities
Actcounts payvable
Accrred liabilities
Deposits payable

Tolal Liabiliues

Fund Balinees
Rescrved:
Encumbrances
Dbt service
Unreserved:
Designated for capital improvements
Undesignited

Tota! fund batances (deficity

Taial liebililies and fund balznces

CITY OF EL CERRITO
NON-MAJOR GOYERNMENTAL FUNDS
COMBINING BALANCE SHEETS
JUNE 30, 2007
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SPECIAL REVENUE FUNDS
Landscape and Municipal Natichal Pollution
Lighling Sarvices Measurg A Discharge
Agsessinent Corpotetion Parcel Tax Ehmination
Gaos Tax Fund Fund Fund Fund Sysiem Fund
542,780 5849 3506,29] 3617
178815
1,503 3,006 554
76,991
$12),275 33,8355 3585,108 3L
$16,406 567,659 $12,695 317875
16,993
) 33,4¢1 67,6359 11,695 17,875
73,542
14132 Ly X1
{61.804) {16,704)
87,574 (63,804} 672411 {16,704)
$121,275 13,855 5685,106 3LLT]
S e e Tl—

SPECIAL REVENUE FUNDS Capital Projects Funds
Federal, State,
and Local Axset Vemcle Patk Capital Storm
Grants Seirzure Ahrizmenl 1n Liey Improvement Drain
Ford Fumd Fond Fund Fund Tund
§145 522 16717 3117.769 5475184 52,012,361 1467 198
™4 1,040 517
26,500 3,402
S rzs 167,171 5124212 §475.186 $2,012,888 $467,298
5588 £8d4 Siie, 58 £29,496
334,173
1] 34,173 [ 111,548 29,496
699,974
1201 356 437 802
172,018 132,998 123,368 5475,186
172,038 132,958 123,568 415,186 1,901,340 437,802
$172,726 $157.171 5124212 5475, 186 §2,012,358 547,298
(Continued)
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NON-MAJOR GOVERNMENTAL FUNDS

Stanm Public Finnrcing
Meagure C Drain Authority
Fund Fund Fund Tolals
Assely
Cash and investmenty 3239,804 $30,215 556,763 $4.262 826
Cush and fnvestrnents with fiscal agent 547,031 1,636,012 2.162,158
Accounts receivable 342,050 351,385
Dusz from ciher governments 106,894
Total Asstts $5E1,854 2572,546 31,692,778 17,083,063
L
Lirhttities
Accounts payable 3332 %1 635 $259.004
Accrued liasilnies 16,995
Deposits payable 34,173
Total Liabilitics 358 1,635 310,172
Fend Balrnces
Reserved: .
Encumbranres 502,000 1275518
Trebi service £577,548 1,691,140 2,268,686
Uneserved.
Designated for capital irapravements 79,496 2405407
Undesignated 823282
Total fund balanees (deficity 581496 571,546 1,691,140 6,772,391
Totat habiities and fund bolances $381,854 3577,546 31,692,773 57,083,063

CITY OF EL CERRITG

COMBINING BALANCE SHEETS

JUNE 30, 2007

Capital Projects
Fund

Debt Service Funds
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CITY QF EL CERRITO
NON-MAJOR GOVERNMENTAL FUNDS
COMBINING STATEMENTS OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 2007

SPECIAL REVENUE FUNIIS
Landscape and Municipal National Pallution
Lighing Services Measure & Discharge
Assessment Corporarion Parcel Tax Elimination
Gas Tax Fund Furd Fund Fund System Fund
Reyenuos: .
Taxzs And assegsments $758,511 $430,824
Use of monsy and preperty 35,460 23,801
Intergovernmeninl revenies 531,733 $310,780
Charges for asrvices 223
Other revenues
Tolel revenugs 343,797 738,511 454,619 311,603
Expendijures:
Currzat:
General Gavernment 1,879 2,177
Public warks 516487 232,134 242,830
Racreation 50,842
Community develepinent
Public safety
Capirsl gutlay 168,850 46,124
Dbt service:
Principal §165,600
Interest end fscal apent fees 32.545
Tomal experdtures 682,316 1393978 197,545 55,501 242,830
Excess of revenyes ovet
funder) expenditares (141,123) (534,463 (197,345 399,128 63,173
Qiker Finnncing Spnrces (uses):
lssuance of dep
Bond premium
Transfers in TEE 000 546,393 197,545 63,000
Transfeed {out} (259,192} (77,B81) (346,308} (118,780}
Tolal cther finuncing sousces (uses) {11,187 468,512 197,545 {365,306) {55,740)
Nei changes in fund brlances (152,313) {65,951) 32,621 12,393
Fund balances [defizity - July |, 2006 240,139 2,147 £30.585 £25087)
Fund balances {deficin) - Iune 30, 2007 337,874 ($63,804) 672411 (516,704)
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SPECIAL REVENUE FINDS Caprlal Projects Fandy
Federal, Staie,
and Loesl Asset Vehicle Park Capital Stom
Grants Skizure Abatemen InLiew Improvament Drain
Fund Pund Fund Fund Fund Fund
3672,150
38,801 56972 34,750 $19,087 §90,938 9,264
132,440 16,778 90475
. 360
729
141,24) 6,973 258 19,087 192,142 681,814
17,07 g,111 9,094
43,017
98,455 1,385
50,274 1,030,375 51,309
165,803 7388 - 1,081,504 60,402
{24,562} 6973 14,153 19,087 (89%,362) 621,411
2,070,445
[GRESD (498,950}
445) 2,070,845 (492.980)
{25,001} 6973 14,143 19,087 1,171,083 122431
197,045 126,025 109,425 456,085 730,257 315371 )
$172.038 $132,938 $123,564 3475,186 51,501,340 $427,802
{Continued}
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CITY OF EL CERRITO

NON-MAJOR GOVERNMENTAL FUNDS
COMBINING STATEMENTS OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 39, 2607

Capite] frojecis

Fund Debt Serviee Funds
Storm Public Financing
Mezsure C Drain Authority Debt
¥und Fund Service Fund Tatals
Revenues:
Texes and 855€55ments $§477 364 53,283,895
Use of mohey end property 21,230 $26,140 56,467 26911
Intergovammenta) revenuss 1,082,206
Chirges for services 31,935 32,518
Onher reverues 729
Total revefites 475,529 26,140 56,467 3,676,239
Expenditures:
Cinrent.
Generel Gavermment 2,549 1,884 17,589
Puhiic works 43479 - 2,061,210
Recrealion 34,946 145,788
Cemmurity develgpment 43,017
Public safety 195,840
Capial el 49,609 1407841
Debl service:
Principat 340,000 210,800 713,000
Interest end flzcal ngent fees LT1,965 £R3,273 387,783
Total sxpenditime 136,034 514,614 597,157 5,386,068
Excess of mvenues over
(under) expenditures 287 495 (488.474) (840,690) £1,709,809}
Other Financing Sources (uses):
Issuance 0f debl 9,610,000 9,610,000
Bond pramium . 165,836 165,834
Transfers in 498 980 366,306 4,030,669
Transfers (out) {340,244) (8,000,P00) {3,702,328)
Total other financing sourcea (uses) {350,744) 498,980 1,142,142 4,104,177
Met chisnges by fand bataness 453,249% 10,506 1301452 2,194 368
Fund balances (dehicit) - July 1, 200§ 634,745 567 040 339,688 4,378,523
Fund balances {deficif) - June 30, 2007 $581,456 $577,546 51,691,140 26.772,49]
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CITY OF EL CERRITC
BUDGETED NON-MAJOR FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
BUDGET ANIY ACTUAL
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Gny Tax Fund L ping snd Lighting District Fund Munisipa Servicas Corpozalion Fund Measure A Poree! Tax Finid Elimination $ysiem Fund
V""f“’" Vln‘lflce Vanance Verionce Varinnco
Positive Foaitive Positive Positive Positive
Bodget Actunl (Negaitve) Busiget Actedl (Hegative) Budpet Acherl (Negwtive} Budgn Actun Digative) Budgrl Actoal (Nepaiive)
Revenues: i
Tases snd asvessments $755,000 $138313 53,513 3428,000 $410,628 $2,028
Use of mohey and propery $9.450 9,460 . 7,300 21821 16,201
Inwgevernmental $554,000 LT3 (22267 5111000 310,780 (822,220
Tharges for pervices 223 113
(ther Rvenues
Total Revenuss 534,000 341,103 (12307 55000 758313 3513 435,500 434,629 19,129 133,000 311,009 21997
Expenbityres;
Corrent B
General gavernment 1LE7% (1.879) - 10,000 N7 fvx]
Publle works 516,278 10487 579 592,162 1,232,134 139.972) 230,805 242430 02028
Recreation 48350 60,842 7,508 . :
Commumty development
Public kafery : .
Cagital ouny 169,950 (169.950) ' 40,000 16324 8324}
Debd servige :
Prineipal paymenis 5165000 $165,000
Tnietest and fisal fees 17,545 32,548
Total Papenditurea 515278 82316 166030 10GaSIz 12926 (32464) - 197,545 50,000 58,501 (s.501} 200,408 242830 amn
Excess of rgvermoes over —_—f
{under} expenditares inz) (81,12 (178345) DSt (3446 (uessly (197,845) __ (197.545) 384,500 99,120 13,628 102,195 61 (4022}
Osher Finapeing Sources [wacs): <
Tesustice of debt . ’
Bond prétnjum
Travsfass in 123,000 183,000 163,000 33393 546,393 53,000 197545 197,545 £3,000 61,000
Teanshers (out) .19 (199.152) {226,000y (T7.881) (17ean) [352.015) {346,306) iz (11a,750) (118.780)
Tolzl othie fnsncing sourees (uses) 31,808 (13,192} {3000y __ NS S12 68302 163,000 197,345 197,545 (361,015) {366,306) bl (118.780) {35,780) 53.000
Net n Fid Balanees 589,530 0s2318) (MK B5.951} 1951y
Chatge in . ———— 1" 1)) S18.485 nan 314337 816,355 f2an s13978
Fund balances {deficit) July 1, 2006 240,388 _— LT 619,389 53097
Fund bolances (defieit} Junt 30, 2007 $27,874 3,804
. (Conlimsed)
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Revemues:

Taxes end asstsementy
Use of money end prapery
Tniergovemmentnd
Charges far servicea
(Xber reverues

Tatal Revenues

Expeailileres:

Curseat:
Clenciat governmert
Public works
Recreation .
Community development
Public salety

Capita! oatluy

Deta serviee
Prncipal payments
interesi and fiscel faes

“Foin) Experditares

Exeers af reverues pver
(e} expendrtures

Other Finamcing Sourced {usra):
huvange of debl

Bord prtmium

Transfers in

Tramsfers {out)

Taorel other fnancing souroek (wses)
Net Chargr in Fund Balsvies

Fund balances (deficit) July ), 2006

Fund balunees (deficit) Jume 30, 2007

CITY OF El. CERRITO
BUDGETED NON-MAJIOR FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
BUDOET AND ACTUAL
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Fedoral, State, and Loeal Grait Fupd Assen Setzurc Fund
Vatance Variance
Posilive Positlve
Sudget Acrgal {Negalive) Budget Acieal (Mepative)
52,000 SHE01 56,801 54,300 86973 $1473
109,200 132,440 B.240
111200 143,241 30,041 4,500 6973 241
17074 (17,674} ‘
2,000 93455 116455
30,000 50274 6,274
112,000 153,803 ($3,803)
(300) {24.562) (23,762% 4,500 6,873 2473
(445) (44%)
{445y 45
2 51 52473
(5800} @5,007} {534,207 34500 6!
+ 157,045 126,025
$172,038 $131,998
80
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¥ehicle Abatemeat Fund Capilal [mwovetuzal Fuad Storm Drain Fund
Varlence Varinnce Varjance
Positive . Positive Pushive

Budpet Actund Exiive) Budgst Actal (Hegative) Budget Actol (Negtive}
3671000 672,190 L1900
52,300 54,750 $2,250 522,000 $80,928 $6R.91% 5,000 9264 4,264

14,000 16,778 2,774 810,845 50 ATS {720.370)
kL 60

729 ne
16,500 21,528 5.028 832,845 182,142 658,703 675,000 681,814 B4
L RE Y] (LAY 1] 20,000 9.004 15,506

400,000 41011 556,983

2385 (2185}

1,141,116 101075 19,741 474073 51,309 412,764
T.85 (7.385) L4t 16 1,021 304 659,612 494,073 60,403 413,670
16,500 14,143 (2351 (308271) (399.362) - -2 .9 1E1.927 621411 439484

2,070,600 21,010,445 445
[306,965) (15L380 2,985
2,810,800 2,070,443 445 {505,965} (4585000 2583
$16.500 15,143 (82357) $1,061,729 1,t71.083 59,334 (3323,03) (12431 5417 459

109,423 730,237 315371
§123,568 SliQDI_'MD 5437,

{Contneed)



CITY OF EL CERRITO
BUDGETED NGN-MAJOR FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Mensure € Fuod o Swom Drein: Debt Servicy Limd Poblie Financing Authonly - Debl Service Fond
Positive Posilive ¥
Budge Acnual Negativa) Budget Actunl {Nepative} Budget Actual
Herenvest .
Toxes and a¥sesomzaty eonn 3422384 §12364
Use of od 3 aoo 40 a
Inil::nnr::n'::::nmlmw 000 21238 15,20 53, $26.1 $21,140 $4.500 356,467 $51.967
Charges far ssrvices 30,600 31935 51,935
Ofhet reverwes.
‘Total R
‘otal Rervemues 496,000 475529 29,529 5,000 26,140 2L,140 4500 56,467 31567
Expenditnres:
Current.
General govermnent 2,649 (2,549)
Puldic works 55,200 3478 11,721 2090 it (L8
Recrestion 81,064 84,945 (3.882)
Comnmunity developmant :
Public safety .
Capital outlay 60,000 . 79,609 351
Tieht service &
Priacipal payments 340,000 340,000
) 210000 216,000
Interest and fitcy) foes 171,963 171,963 159,515 682211 (523,758}
Totat Expenditures 196,264 188,034 8230 511,965 514,614 {2.649) 371815 497,157 (525,642)
Txeess of revenuey over
i
{under) expandipres 49,736 287455 32,759 [506,965) (448,474 18451 67,015 (540,690) (471,875}
Other Finnnciog Sources (uses):
Issuance of debl
Bond promium 3,000,000 9'?;?':"2 I.fel.so.g;ng
Trenslers in : 506,965 458380 17,9831 67915 o (709
Transfers (out) (177,744) (340,744) (163,000) (BODOO0D) _ (8,000,000)
Total othes Financing sources (uset) (177.744) (380,744) {163,000) 506,963 498.98% (1.585) 167015 24215 1713807
Mel Change in Fund Balances 371,992 (53,249) !SIZS,Z& b 10,508 $10.506 1301452 §1,301452
— waomme—— EAlh e
Fund balanees (deficit) July 1, 2006 634,745 S67.040 395,588
Tund balances (deficity June 30, 2007 $581,496 $571,345 51,691,140
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] STATISTICAL SECTION

This part of the City’s Comprehensive Annual Financial Report presents detailed informaticn as a contsxt
for understanding whet #he nfomnation in the financial statements, nate disclosures, and required
supplementary information says about the City’s overall financial health. In contrast to the financial
section, the statistical section information is not subject to independent audit.

Financial Trends
These schedules contain trend information to help the reader understand how the City’s financial
performance and well being havs changed over time:

1. Net Assets by Component

2. Changes in Net Assets

3, Fund Balances of Governmental Funds

4. Changes in Fund Balance of Governmental Funds
Revertire Capacity

These schedules contain information to help the reader 2ssess the City's most significant local revenue
source, the properiy tax:

1. Assessed and Estimated Actual Value of All Property
2. Property Tax Rates, All Overlapping Governments

3, Principal Property Tax Payers

4. Property Tax Levies and Coliections

Debt Capacity
These schedules present information to help the reader assess the affordabiity of the City’s current levels of
outstanding debt and the City’s ability to issue additional debt in the future:

Ratio of Qutstanding Debt by Type

Computation of Direct and Overlapping Govermmental Debt
Computation of Legal Bonded Debt Margin

Revenue Bond Coverage — Storm Drain Revenue Bends
Revetue Bond Coverage — 2002 Lease Revenus Bands

Bonded Debt Pledged Revenue Coverage: Tax Allocation Bonds

AR

Demographic and Economic Information
These schedules offer demographic and economic indicators to help the reader understand the environment
within which the City's financial activities take place:

1. Demographic and Economic Statistics
2. Principal Employers

Operating Information
These schedules contain service and infrastructure data to kelp the reader understand how the information in
the City*s financial report relates to the services the City provides and the activities it performs:

1. Full-Time Equjvalent City Government Employees iy Function
2. Operating Indicators by Function/Program
3. Capital Asset Statistics by Function/Program

Sonrces

Unless otherwise noted, the information in these schedules is derived from the Comprehensive Annual
Financial Reports for the relevant year, The City implemented GASB Statement 34 in 2004; schedules
presenting government-wide information include information beginning in that year,

85



CITY QF KL CERRITO CITY OF 61, ?ERR”O
Net Assels by Component Chanpes in Nef Astets
Last Four Fisenl Years Last Four Fiscal Years
) ! ) : Avcrpal Basis of Acesnnih
{acerual basis of scconnting) d ° Hing)

Fiveak Year Ended Done 38,
3

IBE FOHL " BT FIT3]
Expsnses
50,000 - ~ Cratsenmns g gt . .
e $4,507,166 42,758,798 33,1206 - 83,154,793
830000 Pubhi dnitimw 3,509, VR 4553478 EETLEEY]
Rew el SARTE INTLITE SEETETY ER RN
ai Curtopsis Bevipaionl TR JLMLIN 1418447 3322911
'§ $40.000 Paldic Sofe, 1,244 658 11,998,250 12358285 144874683
3 o Imterest 4 Lopn Term Pt ¥E5 T 295,193 159800 RN
2 $30,000 Toea! Govelrmentel AT ies Bxpemes FLTILIEL T A 28 183 19y T84 310
ﬁ Hisimess dape Activilies
£20,000 strgrine e nuRagement 1189.1¢3 $134 584 1,106 128 LiTa030
o Fuad tvmes-Tepe Acoeities Expeases AL NS ] INEEETT 1,186,725 1maM
Fotat Frivtare Dovesnmen Expene EFEXEENAH] CPEAEENEL] LGNS S3§,w 2T
510,000 -
Progiam Res foues
0
2004 2005 2006 2007 11,598 %27 SET314 $124.050
127 182,564 164,734 143,948
. _ ) T, 198 IS 1,666,785 1988, 284
» Jebt B Restricted B Unsestricied Eortitity Develupment 1AL3506 B15.771 B2 44% #1393
B Net of Retated | wublic Saay £93,904 3,300,007 2387003 2477440
Urperateg Gty it Cont dhations AR K] 1808 13} 1040 T ENAS T4
Foral Guvetsistesn Activ iivs Program Reseaeds 8043 336 TEMIN [XRTE 13795
Busipesa Type Activilicy
Eharges fx Servmes .
2004 2008 2006 2007 sntegrased dasie womagensar 8y gy FEITS 1048 S23088
A . Vol [hasimess§ o Akttt Progieaa) Resenu TRZ R4 8P 576 823413 1227745
Guversinmeutal octiities " ipta} Brimaty Cueinenent Prugram Kevemues R 5% O N X T Y7 k]
Invested in vapitas) assls, . . .
net of refated debt $319277.962 538,446,758 $42.902.737 $43,404472 Net { EaprostiReienoe
Restricted 1,280,314 WLMZT5S 9127 866 k(1,189,456 Cravemmentat Aoivittes (ST {$18.327,630} 520190684} $LIpHAL
Unrestricted 1400525 4,445,318 4487713 1958, 109 Duadngsy T3e Actnitign 119 T8} 1200 008) L7 S082%
“Potal govemmental sotivities net assets £54.568 301 51,810 B4Y 356, $18"¥l() £57,552,029 Fotal Freman siecemmen Nt Busenss TSIR LTS SIRIN A1} R ESEXTAETT])
. ‘ tienprak fevenues snd OFber CRungrs o Net gnrn
Bx.tfnm-g!vr retlsinies Gosomnent] A
Tirvested in capltal asseix . . Fanes.
ek of related deby $166,944 SERLE62 §74.264 05,005 Fropetty Fass $9.32200 $11,120,528 $32,008,120 $13,857,24%
Urresteicled §, 226,483 1032704 HIR41% 438,103 Sates Tanes 3407523 141095 32T 000 1A
.. . s AT ] 856 © 07082 $34,00% Tramsient Laglag Taves LRI R 72418 B304 22650
Total business-type retivitics nol assets $1303437 LTS 18 s Franchuse Faccr 553415 T 683 w3087 WIS
¢ Thgsinest Lavme Tases £15.08% 591975 - 615531 $27.129
Luiity Uses Taves | 24283 24525963 2,718.452 1,775,193
! "””'f”"’ Foverament Orter Taves En 510049 301007 251558
Tovested frt capital assets, Uk of el as popesty . 52458 £30,965 L3141 1,750,758
net of nelated debst £39440 906 $I83600M8 $42, 977991 $43,500,377 Cither L0RLE0 A7ERE 1197798 2,735
Restricted r.age3el - 14,947,755 9,127,866 10, 189450 | Franlass 008 730587 135208
Cinrestricted 15.237.008 SAURI42 5,116,538 4,306,244 TFeast CGiovarment Actrties e iEAREARE T0345 260 FTRGH 181 618,117
a3 pri vern et 39 330067 57221 398 $58.0864117 BusizsType dcdiones
Fotal primary govermment net assets —iAGTES  $37221308  SSBUBSONT. $riz almeetgy wid prosperty 19,71 26,363 1388 TS
. Frassfery - (20,080 184 135G.487} {258,208
Nute: The Gy implemented GASD 34 in fiseaf 2084 by 243 26,436
Foupt Businons- Type Activities i) 33447 (i8na7 FELECS
2 : Totas Prumary tioveiment §20,281, 106 (20,185 TH1 [Ny [BEXITRAER
S T oy
Chisge i Nef Sssels : L. .
Genarminentsl Asiniters $1.630.261 $1.421,611 SLEMAGT S1.01513.
Batierwss Fype Adtivithes £31838n {226.561) {463 743} 1642172
Tetad Bty Goazipment 33,312 209 5L 69500 5224 08T éif;i 1_;,_\5}
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CITY OF BL DERRITO .
Charges in Fund Balaoee of Governmenist Funds
a3t Ven Flseal Yeprs
{Modifud Accroet Dasky of Aecountiagy
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Fueal ¥ear Uoiel Jums 38,
Vi 199 Ty ) oot
Evvraars
Takes wd uiesmcws 62244001 51,0011 LIRS ] s133%02 LICSLREH
et Elacehred Kaviomy
Avagrriotion Yuad t
rvinges L2615 ERTIWCH) e EXTP
| Aiw ol emoey Wi proptaty R B 245,94 3550
Lronamn v e [ F3 W 813
Ol o pervicer s Lasnrie AT L#RAT
Finct woet Prmaicy o336 Han wan 1a,i0 wan
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Tead Rreenaes TRATREYY AN g A 34eney 353800
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MCD RE Califrnia B Corrite (54
Fairfield [k Nope L1.C
O Associates
10944 San Pablo trvesiors
Luehy Nocal Wvester LEL
Fepper Lane 31 Syuare Long
. il&yg:m Hudgm? Corporation
Triple Net Invesunert 11O
Elbiot & Abuss Mopdal Frust
* Longs Dy Staes Cabfornia fng.
- Nogmus M. & B Uhristenien
¥ Exmrito Resktrslopment Agimcy
"Zelan & PCF B Corrito LLC,
B Cevrito Plaga Companry LLE
- Nurthem Trust of Cadifoenia
#ndi Fasin nvestaent ine,
Prtie M & Judv L Lee
Resngn C«ﬂmlfn Highop Oakland
itale ). & Draiclle 1. Faver

Subsotal

Tt Net Assessed Valuarin: .
Fiseat Yeor 200607 & 109794

CETY OF EL CERRITO
Princigal Property Tas Puyers

Curvent Year and Nine Years Ago

200607 199708
Pereentage Perventage
. . uf Toral City of Totat City
Fasabde Tasable Tayuhle Tasabrlc
Assexyed Assesped Asverred Aswgaved
Value Rank Vilae Vol Rank Value
" $79.936,435 1 ET oo
FE0INI06 b 0.8% iy
6,013,915, 3 06% i1
14,019,504 4 0 5% Durs
F1043,496 5 0 11
3,008,748 ) 0.5%. o
FLH0938 1 % 89,413,759 E UM%
8683687 3 03% 0%
5601475 L] 0% I
2,966,768 W 0% G0
1690000 1 0.8%
14,079,206 7 1L1%
8720802 3 oms
4,505,M0% 4 0.7%
4.954,390 6 04%
1371573 ? 0%
2R66,8H 8 ars
S4B 9 0.4%
R S 1 0.8
190,116,072,
F90, 116, 7.3% mlm.m Z.E%
&2,610,&‘}2,§ 1% §1,292856,632

Sowee Cnptra Costa Cossnly Assessor Fiueal Yeof 700607 Combinal Tax Walls,
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CITY OF KL CERRITO

PROTERTY TAN LEVIES AND COLLECTIONS BY FUNBFYPE
LAST TEN FISCAL YEARS
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b3 2,108,m7 [ Al iR ) 14054
2000 25T EagE 267 LLADESIY
] N A ke 15T 2017388
] Satmmts 1am83¢ 2041 88k
2083 230G tax et ipisars
Dk 10T4.98% 184940} 1512 388
To54 $ERTD 41 e LA G
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et I3 1007359t 1851578
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A pTeengesstent with the Counry kowears as the ™ lecter Pl sberedw the § oy spviomes responyindiny tir (e caflection of |
delinauerd taxes and pays the i alloecation 1o the Ciiy,



CITY OF EL CEREITO
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C CITYOFELCERRITG
COMPUTATION OF LEGAL BONDEDR DEDT MARGIN

SUNE 38, 2007
ASSESSED VALEATION:
Securcd propeny misevied enlie, net of
exernp veal propesty | $1.610452.319
SONDIED DERT LIMIE (3,75% OF ASSESSED VALUE) (2}
ANOUNT OF DERT SHRIEC ERO LIMID
Tk Honded [roht $41.310,304
Lesa Tax Atldeution Bonds mod ltovenme Aamls, o
Capital Leanics and Nofes Paysble not sulgect o Himd AL3E304.
Armsad e et mihject to lnit
L HGAT BONDED DERT MARGIN
Total net dehe
Tiial Nes Bche Legal applicable to the Jmait
Flscat i) Applicatde to ebt 5 & peecentige
Year {hy 1 et 1imi Margrin of lebs Yimit
L 1218561,608 u $205,961 608 [
104 260,165,698 « 260,165,691 AKsh
2002 260,108,65% ¢ 260,168,691 [
2601 262, 470,686 " AR £ [
2004 307,500,068 o 07 SE)4E9- ]
205 330,401,523 [ 30481523 [
“2006° 360,643,794 ¢ 360643204 onrs
2007 394603478 o 394,605,378 - 0.00%
TR
{8y Ualifornis Govensment Codo, Section 43605 ses the debi Emit ot 35%. The

Code sectron was enacyd prior o the change in basing azsessed value to fll markes
Vb whien i was previpusly 29% of markee wshsc, Thus, the imit showe s 3.78%
i sne-Tourth Une Bimit 10 Becownt for the wdjustsent of shevwing aspesied vabitins

2t Fulk-cash e, ’ '

(5} ity of £ Corrito began preparing 5 Comprehensive Annual Financlal Repar in fizeal 2000

P

S0 600,878

T —r———
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S1a03 878

1.4%
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135 -
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CITY OF EL CERRITO
REVENUE BOND COVERAGE
STORM DRAIN REVENUE BONDS
LAST TEN FISCAL YEARS

Coverage

B
113
(31
£33
£
a3}
tar
[
i3t
()]

1998 bzl W0 2004 2 003 2004 05 2006 pitliE
E e (‘.l“’tl:;l;;“.’ f
et Service ftequirements
Fiscal Taxes and
Year Assessmeats () Principal baigyest Total
(L2 ) $658.726 $315.000 3285393 £500,393
L] 643 HO8 128006 275913 500,933
000 BE6.6% 235,060 266,043 S01043
200 674,040 245,900 255773 500,773
e 6870 260,004 244658 504,635
20 671,008 273000 232,753 567,291
200 867 230 1R3.000 218,990 503950
2065 £68,088 305000 204478 509678
6 668,240 320,00 ERU05 fatpiiedd
piizd 672,190 340,080 E71.905 SEL90S
Nutes:

(13 Trchudes ol seves and

Trosm the St Bain {upiin? Profecks Fund,

Source: City of Bl Cerrito Anmual Financial Statements
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— . BRI CIVY OFEL CERR .
CITY OF EL CERRI l“'f) : MUNEED DEBT FLERGETE REY LCOVERAGE
REVENUE BOND COVERAGE TAX ALLOCATHIN BONDS
2002 LEASE REVENUE BONDE . PASTTEN FISCAL VEARS
LAST FEVE FISCAL YEARS

s.00

s e < < by

-

|
I
|

| 19981} 1992 (%) FL TS Y R 62 () TR {1) e (2} a1 04 (1) 3T
e} v Engreine i Ravenoe B DEne Servics Fajsnent |
LE) ;
Ty b Servler Rsprdremaenis
3 Fhseal Incrament .
pan - Yeur Aeveaue Pefirelsn) nterest otk Coyeragy
wascly LI 20057 il 1 2007 1558 1) 31,405,551 = 58 L ] ang
’ L Laskan 130 000 AR T (X1
PR 200001 TR At 25040 136 418 N A1E 20
——Covernge E 2004 (4 {19371 f2 iaee] 432,085 Mg 1%
E TN FRECEED A5G AFLIEE Wit b1
2601 {13 258015 ¢ 365000 #1865 W Hol 17
20 61} 2285395 575000 55204 1250206 2I¥
o ey 410931 430,000 57, 12 Y1 H80 413
W ey 4.42261% 625000 [RUEAL 1F52RE 28
oz} 130791 w1060 086147 [RFoRSE 118
Bebt Service Requlrements
Fiscal Tuxes and Sourse £ty 0 B Crnkn Apwat Fannsid Stiterents
Year . Asd {1} Frincipat infeeest Tutal Caverage Mot () Maehdes th 1907 dd b bye Alfpcatin By
. - . . . ' £2) Inchados he 1792,1990 gnd 2004 Tad Al ation Boads | )
'm}_(;) $157.507 11 $E03.604 £103.604 ERe NS £33 Rands were mor i wdf Phovembes FO9T. Mo sbobt sersee was doe in fveal yeor l?’}{
1604 583,046 175,000 s 9350 L&Y
2608 428 439 500G FERS - JR3.S40 48
s 426,509 205,008 F62.540 lor.59G 118
w07 430,828 210000 380,626 590,626 LA ]

Naotes:
’ €1y Uity of B Corrito did not issize bonds unidl fiscal 2003 and no peficipal pyments
were due in that Tiscal year, which ineteascd the coverags ritio. :
€2} Inclusdes all wuxes and assessments from the Measure A Parcet Tix Fond,

Brwrees ity oF K1 Corrlto Anmeal Financial Sutements
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T wedin,  Meda Pubfic  Centra Cnsts

ity Prrsomaf Pagedation  Mouschatd Uhreariphaemced Schal Coanty
Peputation (1) __inwoms ) .,.m&%.m——- o (1) Ratet4)  Eproliment (3 Populstion (|
3850 3907,307.t00 a2 WY (D 25% 4430 0 638
23100 YN RN ALY BAK ) 2% “346) B3
13156 SIS304700 408 3908 (R 10% 4506 w3828
ZLEFE 1326609263 427 17383y 2 4% 3,781 W03
S 130158y 427 31253 3} 6% 3964 431600
L5885 )LMRIGRISG 417 §1283 () 35% - 3939 951,900
A LMD 27 52257 1% 3% 30ER Lems
23398 1339.605604 427 ST253 ¢ 44 ‘1989 1ODEOK
2341 1,343,785,163 427 7253 O 3% 198 1829171
23407 1 ISEHESLE 427 . HIM (R 3% 1989 1)

Sewages: (1} Cafifuinia Departied of Frsnce,

CITY OF EL CERIITO )
DEMOGRAFHIC AND ECONOMIC STATISTICS
LAST YEN FISCAL YEARS

7} Pate oot avaifable, therefons @ Bas bten onleatated by stuttiplying the City popudation by fe Madian jiouschol

(3) Linited Ststes Census Bortad.

€4} State of Califaenia Eophoyment Development [epl
€53 Wext Cotra Costa Coumty Hnifies Schaol Eistrict
{6) ESRE antine, wway arewehservices cam
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CEFY OF EL CERRFTO
Principal Employers
Fieeal 20062007

Employsr

Alberisons
Autametrics
Bames and Noblz
Bed Rath and Beyond
Trollee Trer

ity of EF Comrile

El Comite Mitsubishi
Cinfiar Center
Honda of El Cerrite
LLotigs Prug Stores.
Marsholi's
Melonalds Hestawrunt
Nation's Restaurants
Chehard Sapply Hhirdware
Fastime Hardware
Peivo Animal Supplics
Romano's Macargni Grilk
Raass Stores
Safeway Slures
Stuples
Turget
Traneker Joe's
Walgreen's By Swore

West Conbra Costa Unified Schoat Disrict

Sowrce: MBLA ManiServices Comprany

Notes Data rob availshle for raph ing or fotal emphoyees for cach emplayer. E
Tofurmation about Principal Employers Is not available for the fiscal year 199771998,
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. CFE Y OF EL CERRITO
FullFite Equivalent City Government Employees by Function
Lant By Fiaenl Years

000 7

180.00
16000
140,06
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FrE'S

40.06
Joge
o

... 10e

g Loy

| Bl Goveromens Wit Sorts = -mm-g

:

1 o e S -
Fiseal Vear Faded Jone 30,
L2082 a0y 2004 20Bs 0 3006 2007

Fuactlon
Gieneral Government 15.55 15.53 1547 1533 .93 26.70
Pyblic Works 1608 1135 1773 1778 775 15
Rewseation ey 113 2160 200 3476 -38T6 3675
Commmimity Develapment 727 HTHH 1k (IR 1441 E4.60
Publie Safcu_f $2.23 84,73 5,73 4569 5304 92,58
Lotk 144,43 149.93 14295 [L2NE] 16495 183,60

Saiireer Clty of Bl Cervits

Mgz ‘e City has cloeted 10 dnctude onty six years of data.

ik

CIEY OF EL CERRETEY
Eprerating Tudiemters by Fonctiin! Progmm
Reatoprmatioms s 2 aifabie Lo 505 Flacal Yeaes

Note: The City s cloeted te Brehude sody six vears of date
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Fanciion’ Program w62 240203 200504 20405 20Hb5-06 200607
. UCommunity Devetoporeni:
Flanouny .
Hrindhes of pearaing BT 148 2206 25% e 21
Revirw hme filayst 10 138 By 158 Ha 10
Huildmy;
Peunits ighued kdal 1453 E259 [R5 5357 1,377
Anmed SR [ Frsd FIHY 7359 ER L] 11250 X 306
Fallic wfeiy:
Vesg,
| Humbery o) reupanses 3,200 34073 2,702 2919 3850 T93%
Falics
Nosmbus of IRspoNsTs
| Pooty b 180 £83 2 247 p2:3 2457
Peimity 2 b, 762 9673 5806 1a62 4034 4330
Pristity 3 32 17 3,130 2380 LAY 28
Prinesiy d 4653 3518 3508 T8 1918 1078
Pratity § 1,754 389 846 [JAR] 1,206 2,057
fecrgation:
“Rudbet of patticiosds
Astult clasics NFA MA N 785 ) sy
e WA NiA A 1332 L8 5,203
el wate ik MiA MNA 18,425 £7.824 19437
Senb NnwLms HiA NIA - WiA 157} 133 ERI
Yosuth sports M Nia WA i) 202 K



CITY OF EL CERIUTO
Capital Asset Statistics by Funetion/ Program
laformation as avallable-Last Stx Flscal Years

Function! Propram 2001-02 200203 2003-04 2004-05 2005-06 200607
Publlc Safety: .
Fire Stations 2 2 2 2 2
Police stations 1 1 1 1 1 1
Tublic Worls;
Miles of streets 68 [H 68 63 68 68
Strect Lights 1606 1606 1606 1606 1606 1606
Tiaffic Signols " 11 1 n 11 11

Culture avid Recreation:

City Parks n i 1 11 n 1

City park acreage 36 1.6 L6 36 316 alé

Playgrounds 7 7 7 7 7 7

City trails 3 3 3 3 k] 3

City tils-miles 35 35 33 15 35 35 This Page Left Intentionally Blank
Commanity center I 1 L | 1 1

Senior eenler 1 1 1 i 1 1

Performing arts center 1 1 1 1 1 !

Swimming pools 1 1 1 1 1 1

Tennis court sites L3 6 § 6 [ 6

Beseball/softball diamends 4 4 4 4 4 4 '

Library 1 1 1 } 1 1

\ .
Administratiom:
Cury Hall 1 1 1 1 1 1
Retyeling Cener I 1 1 ! 1 1

Note. The City has eigcted to include only six years of data.

106



(THIS PAGE INTENTIONALLY LEFT BLANK)







O

FOR ADDITIONAL BOOKS: ELABRA.COM OR (888 Y35-2272
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