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The Richmond Joint Powers Financing Authority (the “Autherity™) is issuing $26,830,000 aggregate principal amount of Richmend Joint Powers
Financing Authority Point Potrero Leasc Revenue Bonds, Scrics 2009A (the “Series 2009A Bonds™) and $20,280,000 aggregate principal amount of
Richmond Joint Powers Financing Authority Point Potrere Taxable Lease Revenue Bonds. Series 2009B (the “Taxable Sertes 20098 Bonds™ and, together
with the Series 2009A Bonds, the “Series 2009 Bonds™) pursuant to a Trust Agreement, dated as of July 1, 2009 (the “Trust Agrecment”) by and beiween the
Authority and Union Bank, N.A., as trustee (the “Trustec™} and will be secured as described herein. See “SECURITY AND SOURCES OF PAYMENT FOR THE
SERIES 2009 BONDS.” The Series 2009 Bonds are being issued to: {i) provide funds for the construction of an automobile warehousing and distribution
facility, including certain rail improvements to be located at the Point Potrero terminal at the Port of Richmond (the “Port™) and the nearby private property of
BNSF Railway Company (colleciively, the *2009 Project™), {ii) fund deposits into the Reserve Fund established for Series 2009 Bonds as additional security
for the Series 2009 Bonds: (iil) fund scven manths of capitalized interest on the Series 2009A Bonds and two years of capitalized interest on the Taxabie
Series 20098 Bonds: and (iv) pay certain costs associated with the issuance of the Serics 2009 Bonds.

The Serics 2009 Bonds are special limited obligations of the Authority payable solety from Revenues of the Autherity consisting principally of
Base Rental Payments to be received by the Authority from the City of Richmond (the “City™) as rental for the 2009 Project, pursuant to a Facilities Lease
dated as of July 1. 2009 (the “Facilitics Lease™, by and between the City and the Authority. The amount of the Basc Rental Payments is calculated to be
sufficicnt to pay principal of and interest on the Series 2009 Bonds when due. As additional security for its Base Rental Payment obligation, the City pledges
Net Port Revenuces 1o the payment of the Base Rental Payments, provided, fiowever, that if Net Port Revenues are insufficient te make any Base Rental
Paymcent, such Base Rental Payment will be made from lawfully available funds in the General Fund of the City. Following completion of the 2009 Project,
Net Port Revenues are expected to consist primarily of amounts received from American Honda Motor Co., Inc. (*American Honda™) pursuant to a Minimum
Annual Guaranty Agreement, by and among the City, American Honda and Auto Warchousing Co. (“AWC™) and other revenues received from the operations
of the 2009 Project and the Port. AWC is responsible for constructing and operating the 2009 Project. Net Port Revenues also includes revenues from other
activitics at the Port. Sec “PLAN OF FINANCE,™ "THE 2009 PROJECT™ and “THE PORT OF RICHMOND.™

The City covenants in the Facilities Lease to make all Base Rental Payments provided for therein to the Authority. subject to complete or
partial abatcment of such Base Rental Payments to the extent of substantial interference with use and occupancy by the City of all or any pertion of the
2009 Project caused by material damage or destructien of the 2009 Project or condemnation thercof, provided, that no abatement shall occur to the extent
that Net Port Revenues are available to pay Base Rental Payments. The City covenants in the Facilitics Lease to take such action as may be necessary to
include such Base Rental Payments in its annual budgets and te make the necessary annual appropriations thereof. See “SECURITY AND SOURCES OF
PAYMENT FOR THE SERIES 2009 BONDS.™

The Series 2009 Bonds wiil be issued in fully registered form only and, when issued. will be registered in the name of Cede & Co., as nominee of The
Depository Trust Company, New York, New York (“DTC™). Ownership interests in the Series 2009 Bonds will be in denominations of $5,000 or any integral
multiple thereoll Beneficial Owners of the Seres 2009 Bonds will not receive physical certificates representing the Serics 2009 Bonds purchased. but will reccive a
credit balance on the books of DTC Panicipants. Interest on the Serics 2009 Bonds i1s payable semiannually on January 1 and July 1 of cach year, commencing
January 1, 2010 (each, an “Interest Payment Date™). Principal of, premium, it any, and interest on the Series 2009 Bonds will be paid by the Trustee to DTC, which
in wrn will remit such prineipal, premium, if any, and interest 1o its participants for subsequent disbursement to Beneficial Owners of the Secries 2009 Bonds as
described herein. See APPENDIX G—"1DTC AND THE BOOK-ENTRY ONLY SYSTEM.”

The Series 2009 Bonds are subject to redemplion prior to maturity as described berein. The Taxable Series 2009B Bond are not subject to
optional redemption.

THE SERIES 2009 BONDS ARE NOT A DEBT OF THE CITY, THE STATE OF CALIFORNIA OR ANY OF [TS POLITICAL
SUBDIVISIONS (OTHER THAN THE AUTHORITY TO THE LIMITED EXTENT DESCRIBED HEREIN), AND NONE OF THE CITY, THE STATE,
OR ANY OF ITS POLITICAL SUBDIVISIONS (OTHER THAN THE AUTHORITY TO THE LIMITED EXTENT DESCRIBED HEREIN) 1S LIABLE
THEREFOR. IN NO EVENT SHALL TIHE SERIES 2009 BONDS OR ANY INTEREST OR REDEMPTION PREMIUM THEREON BE PAYABLE OUT
OF ANY FUNDS OR PROPERTIES OTHER THAN THOSE OF THE AUTHORITY OR THE CITY AS SET FORTH IN THE TRUST AGREEMENT.
THE AUTHORITY HAS NO TAXING POWER, THE SERIES 2009 BONDS DO NOT CONSTITUTE AN INDEBTEDNESS WITHIN THE MEANING
OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR RESTRICTION.

This cover page contains certain information for general reference only. It is nof a summary of this issue. Potential investors are advised
to read this entire Official Statement to obtain information essential to the making of an informed investment decision with respect to the Series 2009
Bonds. See also “RISK FACTORS.”

The Series 2009 Bonds are being offered by the Underwriter, ax, when and if issued by the Auwthority and accepted by the Underwriter, subject o
the approval of legality by Orrick, Herrington & Suicliffe LLP, Bond Counsel. Certain legal matters will be passed upon for the Authority and the City by the

City Attorney and for the Ciry, the Authority and the Underwriter by Lofton & Jennings, Sun Francisco, California. Disclosure Counsel. It is expecied thar
the Series 2009 Bonds will be available for delivery through the faciliies of DTC in New York, New York on or about Julv 22, 2009,
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MATURITY SCHEDULE

Series 2009A Bonds

$26,830,000 6.25% Term Bonds Duc July |, 2024-Yicld: 6.25%—Price: 100%—-CUSIP No.! 764440GB3

Taxable Series 2009B Bonds

54,855,000 Scrial Bonds

Maturity Date Prinecipal Pricc or
(July 1) Amount Intcrest Yield CUSIP No.”
2013 $2,405,000 6.30% 6.90% 764440GC|
2014 2,450,000 6.50 7.00 764440GD9

$8,855,000 8.50% Term Bonds Due July 1, 2019-Yicld: 8.50%—Price: 100%—-CUSIP No.T 764440GE7

$6,570,000 8.25% Term Bonds Due July 1, 2019-Yicld: 8.50%—Price: 98.335%-CUSIP No." 764440GF4

t  Copyright 2009, American Bankers Associztion. CUSIP data herein is provided by Standard and Poor's, CUSIP Service
Bureau, a division of The McGraw-Hill Companies, Inc. This data is not intended to create a database and does not serve in
any way as a substitute for the CUSIP Service. CUSIP numbers are provided for convenience of reference only. None of
the Autherity, the City or the Underwriter takes any responsibility for the accuraey of such CUSIP numbers.



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 upon as having been authorized by any of the
foregoing. This Official Siatement does not constitute an offer to sell or the solicitation of an offer to buy nor shall
there be any sale of the Series 2009 Bonds by a person in any jurisdiction in which it is unlawful for such person to
make such an offer. soiicitation or sale.

This Official Staiement is not io be construed as a comtract with the purchasers of the Series 2009 Bonds.
Statements contatned in this Official Statement which involve estimaies, forecasts or matters of opinion, whether or
not expressly so described herein, are intended solely as such and are not 1o be construed as representations of fact,
The information and expressions of opinions herein are subject to change without notice, and neither delivery of this
Official Statement nor any sale made hereunder shall, under any circumstances, create any implication that there has
been no change in the affairs of the Authority, the City or the Port since the date hereof. This Official Statement,
including any supplement or amendment hereto, is intended to be deposiled with one or more repositories,

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, s
responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this
transaction, but the Underwriter does not guarantee the accuracy or completeness of such information.

The issuance and sale of the Series 2009 Bonds have not been registered under the Securities Act of 1933
or the Securities Exchange Act of 1934, both as amended, and the Trust Agreement has nol been qualified under the
Trust Indenture Act of 1939, as amended, in reliance upon exemptions provided thereunder.

All descriptions and summaries of documents and statutes hereinafier set forth do not purport 1o be
comprehensive or definitive, and reference is made 1o each document and statute for complete details of all terms
and conditions. All stalements herein are qualified in their entirety by reference to each such document and statute.
Cenain capitalized terms used but not defined herein are defined in APPENDIX D-"SUMMARIES OF CERTAIN
PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS~Definitions.”

Certain references are made herein to the City’s website for further information. No assurance can be made
about the ongoing accuracy, completeness or timeliness of information posted on the City’s website, and such
information is not incorporated herein by such references.

CAUTIONARY STATEMENTS REGARDING
FORWARD-LOOKING STATEMENTS IN THIS OFFICIAL STATEMENT

Certain statements contained in this Official Statement reflect not historical facts but forecasts and
“forward-looking statements.” In this respect, the words “estimate,” “project,” “anticipate,” expect,” “intend,”
“believe,” “plan,” “budget,” and similar expressions are intended to identify forward-looking staternents.
Projections, forecasts, assumptions, expressions of opinions, estimates and other forward slalements are not to be
construed as representations of fact and are qualified in their entirety by the cautionary statements set forth in this

Official Statement.

7 %

The achievement of certain results or other expectations contained in such forward-looking statements
involve known and unknown risks, uncertainties and oiher factors that may cause actual results, performance or
achievements described to be materially different from any future results, performance or achievements expressed or
implied by such forward-looking siatements. The Authority and the City do not plan to issue any updates or
revisions to those forward-looking stalements if or when its expectations or events, conditions or circumstances on
which such statements are based occur er do not occur.
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INTRODUCTION

This Introduction is subject in all respects to the more complete information contained elsewhere
in this Official Statement, and the offering of the Series 2009 Bonds to potential investors is made onfy by
means of the entive Official Statement. All statements contained in this Imtroduction are qualified in their
entirety by reference to the entive Official Statement. References to, and summaries of, provisions of the
Constitution and laws of the State of California and any documents referred 10 herein do not purport to
be complete and such references are qualified in their entirety by reference to the complete provisions.
Capitalized terms used in this Official Statement and not defined elsewhere herein have the meanings
given such terms under the Trust Agreement or the Facilities Lease (both as defined herein). See
APPENDIY D—"“"SUMMARIES OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS—-DEFINITIONS. "

General; Authorization

The purpose of this Official Statement, which includes the cover, through the appendices hereto,
is to provide information in connection with the issuance and sale by the Richmond Joint Powers
Financing Authority (the “Authority™) of $26,830,000 aggregatc principal amount of Richmond Joint
Powers Financing Authority Point Potrero Lease Revenue Bonds, Scrics 2009A (the “Serics 2009A
Bonds™) and $20,080,000 aggregate principal amount of Richmond Joint Powers Financing Authority
Point Potrero Taxable Lease Revenue Bonds, Scries 2009B (the “Taxable Scries 2009B Bonds™ and
together with the Series 2009A Bonds, the “Series 2009 Bonds™). The Series 2009 Bonds arc being
issucd to: (i) provide funds for the construction of an automobile warchousing and distribution facility,
including certain rail improvements to be located at the Point Potrero Marine Terminal at the Port of
Richmond (the “Port”) and the nearby private property of BNSF Railway Company (collectively, the
“2009 Project™); (i1) fund deposits into the Reserve Fund cstablished for the Series 2009 Bonds as
additional security for the Series 2009 Bonds; (iii) fund seven months of capitalized interest on the Series
2009A Bonds and two years of capitalized interest on the Taxable 2009 Series B Bonds; and (iv) pay
certain costs associated with the issuance of the Serics 2009 Bonds. The Series 2009 Bonds arc payable
solely from Revenues of the Authority, consisting principally of Base Rental Payments paid to the
Authority by the City of Richmond (the “City™) for use and occupancy of certain real property (the
“Demised Premises”) and the buildings and other facilities located on the Demised Premises and the
portions of the 2009 Project located on the Demised Premises and, collectively, referred to as, the
“Facilities,” pursuant to a Facilitics Lease, dated as of July 1, 2009 (the “Facilitics Lease™), by and
between the City and the Authority. The amount of the Base Rental Payments is calculated to be
sufficient 1o pay principal of and interest on the Series 2009 Bonds when due. Sce “SECURITY AND
SOURCES OF PAYMENT FOR THE SERIES 2009 BONDS.”

The Series 2009 Bonds are special limited obligations of the Authority, issued pursuant to
Article 4 of Chapter 5 of Division 7 of Title 1 of the Government Code of the State of California and a
Trust Agrcement, dated as of July 1, 2009 (the “Trust Agreement”), by and between the Authority and
Union Bank, N.A., as trustec (the “Trustee™).



Security and Sources of Payment for the Series 2009 Bonds

The Authority will enter into site leascs, each dated as of July 1, 2009 (collectively, the “Site
Lease”), pursuant to which the Authority will lcase different portions of the Demised Premises from
the the City and the Richmond Surplus Property Authority. Simultancously with the delivery of the Site
Lease, the Authority will cnter into the Facilities Lease with the City, pursuant to which the City will
lcase the Demised Premises and the Facilitics from the Authority and covenants to make Base Rental
Payments to the Authority for use and occupancy of the Demiscd Premises and the Facilities. Base
Rental Payments are payable from Net Port Revenues of the City’s Port Enterprise, as defined in
Ordinance No. 27-08 N.S., adoptced by the City Council on November 25, 2008, amending and restating
Ordinance No. 1-99 N.S., adopted by the City Council on January 12, 1999 (thc “Ordinance”) and to the
extent Nct Port Revenues are insufficient to pay Basc Rental Payments, from amounts available in the
General Fund of the City. Sec “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2009 BONDS.”
Nct Port Revenues are expected to consist primarily of revenues derived from the 2009 Project, which
include amounts received from American Honda Motor Co., Inc. {(“American Honda”), a subsidiary of
Honda Motor Co., Ltd. pursuant to a Minimum Annual Guaranty Agreement to become effective on the
date of delivery of the Scries 2009 Bonds (the “MAG Agrecment™), among the City, American Honda
and Auto Warchousing Co. ("AWC”). AWC is responsible for constructing and operating the 2009
Project pursuant to the terms of a Second Amended and Restated Lease Agreement to become effcctive
on the date of delivery of the Serics 2009 Bonds between the City and AWC (the “Operating Lease™).
Net Port Revenues also include revenues from other activitics at the Port. See “THE 2009 PROJECT” and
“THE MAG AGREEMENT” and “THE PORT OF RICHMOND.”

The City covenants in the Facilities Lease to make all Base Rental Payments provided for therein
to the Authority, subject to complete or partial abatement of such Base Rental Payments in the event of
substantial interference with use and occupancy by the City of all or a portion of the Demised Premises
caused by material damage or destruction of the Demised Premiscs or condemnation thercof, provided,
that abatement shall not occur to the extent that Net Port Revenues are available to pay Base Rental
Payments. The City also covenants in the Facilities Lease to take such action as may be nccessary to
include such Basc Rental Payments in its annual budgets and to make the neccssary annual appropriations
therefor. See “SECURITY AND SOURCES OF PAYMENTS FOR THE SERIES 2009 BONDS-Facilities Lease-—
Abatement.”

THE SERIES 2009 BONDS ARE NOT A DEBT OF THE CITY, THE STATE OF
CALIFORNIA OR ANY OF ITS POLITICAL SUBDIVISIONS (OTHER THAN THE AUTHORITY
TO THE LIMITED EXTENT DESCRIBED HEREIN), AND NONE OF THE CITY, THE STATE, OR
ANY OF ITS POLITICAL SUBDIVISIONS (OTHER THAN THE AUTHORITY TO THE LIMITED
EXTENT DESCRIBED HEREIN) IS LIABLE THEREFOR. IN NO EVENT SHALL THE SERIES
2009 BONDS OR ANY INTEREST OR REDEMPTION PREMIUM THEREON BE PAYABLE OUT
OF ANY FUNDS OR PROPERTIES OTHER THAN THOSE OF THE AUTHORITY OR THE CITY
AS SET FORTH IN THE TRUST AGREEMENT. THE AUTHORITY HAS NO TAXING POWER.
THE SERIES 2009 BONDS DO NOT CONSTITUTE AN INDEBTEDNESS WITHIN THE MEANING
OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR RESTRICTION.

Reserve Fund. The Trust Agreement establishes a Reserve Fund for the Series 2009 Bonds in an
amount equal to the Reserve Requirement. See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES
2009 BoNDS—Reserve Fund.”



Risks to Bondowners

An investment in the Series 2009 Bonds involves nsk. Investors are advised 1o read the entire
Official Statement to obtain information essential to making an informed decision to invest in the Series
2009 Bonds. For a discussion of certain investment considerations and risk factors that should be
considered by prospective purchascrs of the Scries 2009 Bonds, in addition to the other matters presented
in this Official Statement, see “RISK FACTORS.”

Continuing Disclosure

The City has covenanted to provide, or cause to be provided, in accordance with Securitics
Exchange Commission Rule 15¢2-12(b)(5), certain annual financial information and operating data and,
in a timely manner, notice of certain material events. These covenants have been made in order to assist
the Underwriter in complying with Securitics Exchange Commission Rule 15¢2-12(b)(5). Sec
“CONTINUING DISCLOSURE.”

References to Documents

Thizs Official Statement contains brief descriptions of, among other things, the Series 2009 Bonds,
the Ordinance, the Facilities, the 2009 Project, the Authority, the City, the Site Leasc, the Facilities Leasc,
the Trust Agrecment, the Continuing Disclosure Agreement, dated the date of delivery of the Series 2009
Bonds (the “Continuing Disclosurc Agreement”) between the City and the Trustee, the MAG Agreement
and the Opcrating Lease (cach as defined herein). Such descriptions do not purport to be comprehensive
or definitive. Al references in this Official Statement to documents are qualified in their catirety by
reference to such documents, and references to the Series 2009 Bonds are qualified in their entirety by
reference to the forms of the Serics 2009 Bonds included in the Trust Agreement. Copies of the Trust
Agreement, the Site Lease, the Facilities Lecase, the Continuing Disclosure Agreement, the MAG
Agrecment, the Operating Lease and other documents described in this Official Statement may be
obtained from the Trustee, 350 California Street, 11th Floor, San Francisco, California 94104,

Capitalized terms uscd herein and not otherwise defined shall have the meaning given in the Trust
Agreement and the Facilities Leasc. For a summary of the Trust Agreement and the Facilities Lease, sce
APPENDIX D—SUMMARIES OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS.”

For information concerning the City and the Port, including selected financial and operating
information and information incorporated by refercnce, sce APPENDIX A-“CERTAIN FINANCIAL,
ECONOMIC AND DEMOGRAPHIC INFORMATION REGARDING THE CiTY OF RICHMOND™ and APPENDIX C—
“THE PORT OF RICHMOND.”

PLAN OF FINANCE
Application of Series 2009 Bond Proceeds

The proceeds of the Series 2009 Bonds (other than amounts allocated for reserve funds, costs of
issuance and capitalized interest) will be deposited by the Authority into the Project Account established
under the Trust Agreement. Such amounts will be applied primarily to the construction of improvements
at the Port and the nearby private property owned by BNSF. Such improvements include construction of
an automobile warchousing and distribution facility designed to serve American Honda and related rail
improvements. All such improvements are collectively referred to as the “2009 Project.”



The terminal improvements comprising a portion of the 2009 Project (the “Terminal Project™)
will be subleased by the City to AWC, pursuant to the Operating Lease. AWC will be responsible for
construction of the Terminal Project and its subscquent operation. The Terminal Project and the adjacent
City rail yard is the subject of the Site Lease and the Facilitics Lcase, the Base Rental Payment by the
City with respect to which will be applied to pay debt service on the Series 2009 Bonds.

AWC will also be responsible for the construction of certain rail improvements (the “Rail
Improvements™) necessary for operation of the 2009 Project. Proceeds of the Taxable Series 2009B
Bonds arc being applied primarily to finance the necessary improvements to certain rail facilittes owned
by BNSF. A portion of the Series 2009A Bond procceds will be applied to construct improvements {o
certain City-owned rail facilities that will serve the 2009 Project. The Rail Improvements and the related
real property are rof part of the property subject to the Site Lease and the Facilities Lease.

Sce also “THE 2009 PROJECT” for a more detailed description.
Revenues from the Series 2009 Project; the MAG Agreement

Revenues from the 2009 Project consist primarily of wharfage and storage charges, as established
by the Port and rentals for the Terminal Project paid by AWC under the Operating Lease. In addition,
American Honda has entered into a Minimum Annual Guaranice Agrecment (the “MAG Agrcement™)
with AWC and the City under which it agrees to transport a minimum of 145,000 vehicles per year
through the 2009 Project. The MAG Agreement establishes a MAG Commencement Date which is the
date of substantial completion of the 2009 Project and provides that the minimum annual guarantee of
145,000 vehicles, subject to certain carryover credits in the event morce vehicles are delivered in a given
year, is cffective for 15 years thereafter. The MAG Commencement Date is expected to be February
2010. The Series 2009 Bonds have a {inal maturity of 2024,

Sec “THE MAG AGREEMENT” for a summary of project revenues thercunder and for a detailed
summary of certain provisions thereof. See “THE 2009 PROJECT” for description of Amecrican Honda,
AWC, BNSF and bricf reference to other private busincss entities which will provide services n
connection with the Series 2009 Project.

Certain Risk Factors with Respect to the MAG Agreement

Certain provisions of the MAG Agreement can operate to temporarily excuse performance by
American Honda thereunder or could result in reduced revenues therefrom or an early termination of the
MAG obligation. See “RISK FACTORS-Certain Risk Factors with Respect to the MAG Agreement.”

THE SERIES 2009 BONDS
General

The Series 2009A Bonds will be issued in the aggregate principal amount of 326,830,000 and the
Taxable Serics 2009B Bonds will be issued in the aggregate principal amount of $20,280,000. The Series
2009 Bonds will be issued in denominations of $5,000 or any integral multiple thereof, and will be dated the
date of delivery thereof and will mature on July i of the years and in the amounts set forth on the inside cover
page hereof, Interest on the Series 2009 Bonds is payable from their dated date, at the rates set forth on the
mnside cover page hercof, on July 1 and January 1 of each year, commencing January 1, 2010.



The Series 2009 Bonds will be dated the date of delivery thereof and will mature on the dates and
in the amounts set forth on the inside cover page hercof. Interest on the Series 2009 Bonds is payable
from their dated date. The Secries 2009 Bonds, when issued, will be registered in the name of Cede & Co.,
as nomince of The Depository Trust Company, New York, New York (“DTC,” and, togcther with any
successor sccurities depository, the “Securities Depository™). DTC will act as Sccuritics Depository for
the Serics 2009 Bonds so purchased. Individual purchases will be made only in book-entry form.
Purchasers will not receive physical certificates representing their beneficial ownership interest in the
Series 2009 Bonds. So long as the Series 2009 Bonds are registered in the name of Cede & Co., payment
of the principal of, prcmium, if any, and interest on the Series 2009 Bonds will be payabic to DTC or its
nominee. DTC in turn will remit such payments to DTC Participants for subscquent disbursement to the
Bencficial Owners. Sce APPENDIX G—="DTC AND THE BOOK-ENTRY ONLY SYSTEM.”

THE SERIES 2009 BONDS ARE NOT A DEBT OF THE CITY. THE STATE OF
CALIFORNIA OR ANY OF ITS POLITICAL SUBDIVISIONS (OTHER THAN THE AUTHORITY
TO THE LIMITED EXTENT DESCRIBED HEREIN), AND NONE OF THE CITY, THE STATE, OR
ANY OF ITS POLITICAL SUBDIVISIONS (OTHER THAN THE AUTHORITY TO THE LIMITED
EXTENT DESCRIBED HEREIN) IS LIABLE THEREFOR. IN NO EVENT SHALL THE SERIES
2009 BONDS OR ANY INTEREST OR REDEMPTION PREMIUM THEREON BE PAYABLE OUT
OF ANY FUNDS OR PROPERTIES OTHER THAN THOSE OF THE AUTHORITY OR THE CITY
AS SET FORTH IN THE TRUST AGREEMENT. THE AUTHORITY HAS NO TAXING POWER.
THE SERIES 2009 BONDS DO NOT CONSTITUTE AN INDEBTEDNESS WITHIN THE MEANING
OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR RESTRICTION.

Redemption Provisions

Optional Redemption of the Series 20094 Bonds. The Series 2009A Bonds are subject to
optional redemption at the direction of the Authority prior to the respective maturity dates from moneys
deposited by the Authority or the City from any source of available funds, in whole, on any date, or in
part (in such maturities as are designated by the Authority at the direction of the City, or if the Authority
fails to designate such maturities, in the order of maturity selected by the Authority and by lot within a
maturity) on any date on or afier July 1, 2019, at a redemption pricc equal to 100% of the principal
amount of Series 2009A Bonds called for redemption together with accrucd interest thercon to the date
fixed for redemption, without premium.

No Optional Redemption of the Taxable Series 2009B Bonds. The Taxable Series 2009B Bonds
are not subjcct to redemption prior to their respective stated maturities.

Mandatory Sinking Fund Redemption of the Series 20094 Bonds. The Series 2009A Bonds
maturing on July 1, 2024 are also subject to redemption prior to their respective stated maturities, on any
July 1 on or after July 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:



Mandatory Sinking Fund Redemption Schedule

Series 2009A Tcrm Bonds
Sinking Fund

Redemption Datc Principal

(July D) Amount
2020 $3,905,000
2021 4,150,000
2022 4,405,000
2023 4,685,000
20247 9,685,000

f  Final Maturity.

Mandatory Sinking Fund Redemption for Taxable Series 2009B Bonds. The Taxable Scrics
2009B Bonds maturing on July 1, 2019 arc subject to redemption prior to their respective stated
maturitics, on any July ! on or after July 1, 2015, in part by lot, from mandatory sinking account
payments at 2 redemption price equal to the principal amount thercof and interest accrued thereon to the
date fixed for redemption date, without premium, as set forth below:

Mandatory Sinking Fund Redemption Schedule
Taxable Series 2009B Term Bonds

8.50% Term Bonds — CUSIP No.' 764440GE7 8.25% Term Bonds — CUSIP No.! 764440GF4
Sinking Fund Sinking Fund

Redemption Date Principal Redemption Datc Principal
(July 1) Amount (July Amount
2015 $1,505,000 2015 $1,105,000
2016 1,630,000 2016 1,200,000
2017 1,770,000 2017 1,295,000
2018 1,925,000 2018 1,395,000
2019% 2,025,000 2019 1,575,000

t  Copyright 2009, American Bankers Association. CUSIP data herein is provided by Standard and Poor’s, CUSIP Service
Bureau, a division of The McGraw-Hill Companies, Inc. This data is not intended to create a database and does not serve in
any way as a substitute for the CUSIF Service. CUSIP numbers are provided for convenience of reference only. None of
the Authority, the City or the Underwriter takes any responsibility for the accuracy of such CUSIP numbers.

ft Final Maturity.

Extraordinary Redemption. The Serics 2009 Bonds are subject to extraordinary redemption as a
whole or in part in integral multiples of $5,000 on any date prior to their respective stated maturities, from
prepayments made by the City’s obligations under the Facilities Lease from the proceeds of insurance or
condemnation awards as provided in the Facilities Lease, at a redemption price equal to the principal
amount thercof, without premium, plus accrued interest to the date fixed for redemption. If less than all
of Outstanding Bonds of a scrics and a maturity are to be redeemed on any onc date, the Trustee is
required to select the Scrics 2009 Bonds of such series and maturity to be redeemed in part from the
Outstanding Series 2009 Bonds of such series and maturity so that the aggregate annual principal amount
of Series 2009 Bonds which is payable after such redemption date will be as nearly proportional as
practicable to the aggregatc annual principal amount of Outstanding Series 2009 Bonds prior to such
redemption date.



Partial Redemption of the Series 2009 Bonds. 1f less than all outstanding Scries 2009 Bonds
maturing by their terms on any one date are to be redecmed at any one time, the Trustec is required to
select the Series 2009 Bonds of such scrics and maturity date to be redeemed in any manner that it deems
appropriate and fair and promptly notify the Authority in writing of the numbers of the Scries 2009 Bonds
so selected for redemption. For purposes of such sclection, Series 2009 Bonds will be deemed to be
composed of $5,000 multiples and any such muitiple may be scparately redeemed.

Notice of Redemption. Notice of redemption is required to be mailed by first-class mail by the
Trustee, not less than 30 nor more than 60 days prior to the redemption date to (i) the respective Owners
of the Serics 2009 Bonds designated for redemption at their addresscs appearing on the registration books
of the Trustee, (ii) the Securitics Depositorics and (iii) one or more Information Services. Notice of
redemption to the Securities Depositories and the Information Services is required to be given by
registered mail or overnight delivery or facsimile transmission. Each notice of redemption is required to
statc the date of such notice, the Series being redcemed, 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 Series 2009
Bonds of such maturity, to be redeemed and, in the casc of Scrics 2009 Bonds to be redeemed in part
only, the respective portions of the principal amount thereof 1o be redeemed. Each such notice is also
required to state that on said date there will become due and payable on cach of said Series 2009 Bonds to
be redeemed in part only, the specificd portion of the principal amount thereof to be redeemed, together
with interest accrued thercon to the redemption date, and that from and after such redemption date interest
thercon will ceasc to accrue, and require that the Series 2009 Bonds be then surrendered at the address of
the Trustee specified in the redemption notice.

So long as the Series 2009 Bonds are held in book-entry only form, notice of redemption will be
mailed by the Trustee only to DTC and not to the Benefictal Owners of Bonds under the DTC book-entry
only system. Neither the Authority nor the Trustee is responsible for notifying the Beneficial Owners,
who are to be notified in accordance with the procedures in effect for the DTC book-entry system. See
APPENDIX G—“DTC AND THE BOOK-ENTRY-ONLY SYSTEM.”

Ncither the failure 10 receive any such notice of redemption nor any defect therein will affect the
validity of the procecdings for the redemption of such Series 2009 Bonds or the cessation of interest on
the redemption date. Neither the Authority nor the Trustee shall have any responsibility for any defect in
CUSIP numbers which appears on any Scrics 2009 Bond or in any redemption notice with respect thereto.

Right to Rescind Redemption. The Authority (at the dircction of the City) has the right to rescind
any redemption by written notice of rescission. Any notice of redemption will be cancelled and annulled
if for any reason funds are not available on the date fixed for redemption for the payment in full of the
Series 2009 Bonds then called for redemption, and such cancellation shall not constitute an Event of
Default under the Trust Agreement. The Trustee will mail notice of rescission of such redemption in the
same manner as the original notice of redemption was sent.

Effect of Redemption. 1f notice of redemption is given as provided in the Trust Agreement and
money for the payment of the redemption price of the Serics 2009 Bonds called for redemption is held by
the Trustee, then on the redemption date designated in such notice the Series 2009 Bonds so called for
redemption will become due and payable, and from and after such redemption date interest on such Series
2009 Bonds will ceasc to accrue, and the Holders of such Series 2009 Bonds will have no rights in respect
thereof except to reccive payment of the redemption price thereof.



SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2009 BONDS
General

The Serics 2009 Bonds are special limited obligations of the Authority payabic solely from and
sccured by the Revenues pledged therefor in the Trust Agreement, together with other amounts (including
procecds of the sale of the Series 2009 Bonds) held in the funds and accounts held by the Trustee (other
than the Rebate Fund)., Revenues consist primarily of Base Rental Payments made by the City to the
Authority for the use and occupancy of the Demised Premises and the Facilities, which Basc Rental
Payments will be paid from Net Port Revenues, and, if such amounts arc insufficient, from amounts
available m the City’s General Fund. See also “—Pledge of Net Port Revenues” and “RiSK FACTORS-
Limited Recoursc to the City’s General Fund.”

Pledge of Revenues

“Revenues” are defined in the Trust Agreemcent to mean all Base Rental Payments and other
payments paid by the City and received by the Authority pursuant to the Facilities Lease and all interest
or other income from any investment, pursuant to the Trust Agreement, of any money in any fund or
account established pursuant to the Trust Agreement or the Facilities Lease (other than the Rebate Fund).

All Revenues and any other amounts (including proceeds of the sale of the Serics 2009 Bonds)
held by the Trustec in any fund or account established under the Trust Agreement (other than amounts on
depostt in the Rebate Fund) are irrevocably pledged to the payment of the interest and premium, if any, on
and principal of the Serics 2009 Bonds as provided in the Trust Agreement, and thc Revenues are not
permitied to be used for any other purpose while any of the Scries 2009 Bonds remain Outstanding. The
pledge of Revenues under the Trust Agreement constitutes a first pledge of and charge and lien upon the
Revenues and all other moneys on deposit 1n 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 Serics 2009 Bonds in accordance with the terms of the Trust Agreement.

Facilities Lease

General.  Pursuant 1o the Facilities Lease, the City lcases from the Authority the Demised
Premiscs and the Facilities.

Pursuant to the Trust Agreement, the Authority assigns certain of its rights under the Facilities
Leasc to the Trustee for the bencfit of the Owners of the Series 2009 Bonds, including its rights to receive
Basc Rental Payments and the net proceeds of title insurance or condemnation award thereunder, and its
rights to exercisc all the rights and remedies conferrcd on the Authority under the Facilities Lease. The
obligation of the City to make Base Rental Payments is payable from annual appropriations of the City
from funds lawfully available therefor.

THE OBLIGATION OF THE CITY TO MAKE BASE RENTAL PAYMENTS UNDER THE
FACILITIES LEASE DOES NOT CONSTITUTE AN OBLIGATION OF THE CITY FOR WHICH
THE CITY IS OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR WHICH
THE CITY HAS LEVIED OR PLEDGED ANY FORM OF TAXATION. NEITHER THE FULL
FAITH AND CREDIT NOR THE TAXING POWER OF THE CITY, OR THE STATE OR ANY OF
ITS POLITICAL SUBDIVISIONS IS PLEDGED TO MAKE BASE RENTAL PAYMENTS UNDER
THE FACILITIES LEASE.

Annual Appropriations. In the Facilities Lease, the City covenants to take such action each year
as may be necessary to include all Basc Rental Payments and Additional Payments in its annual budgets
and to make annual appropriations therefor. Because the Basc Rental Payments constitute the rent for all
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of the Demised Premises and the Facilitics, onc¢ annual appropriation will be made for all the Demised
Premises and the Facilitics. As provided in the Facilitics Lease, the covenants of the City thereunder shall
be decmed by the City (o be and shall be duties imposed by law. It is the duty of cach and cvery public
official of the City to take such action and to do such things as are required by law in the pcrformance of
the official duty of such officials to enable the City to carry out and perform the covenants and
agreements in the Facilities Lease 1o be carried out and performed by the City.

Base Rental Payments. As rental for the use and occupancy of the Demised Premises and the
Facilities, the City covenants under the Facilitics Lcase to pay the Authority semi-annual rental payments,
all in accordance with the Basc Rental Payments Schedule attached as an Exhibit to the Facilitics Leasc.
Base Rental Payments will be paid in semi-annual installments and will be payable on the fifteenth day of
the month immediately preceding each Interest Payment Date. Each Base Rental Payment shall be for the
use of the Demised Premises and the Facilities for the 12 moath period commencing on June 15 of the
period in which such installments arc payable.

Base Rental Payments made by the City are payable from Net Port Revenues and, to the extent
such amounts arc insufficient therefor, from the City’s General Fund. For information as to Net Port
Revenues, see “—Pledge of Net Port Revenues™ and APPENDIX C—"THE PORT OF RICHMOND.” For certain
financial information rclating to the City, see APPENDIX A—“CERTAIN FINANCIAL, ECONOMIC AND
DEMOGRAPHIC INFORMATION REGARDING THE CITY OF RICHMOND.” For the audited financial
statements of the City, APPENDIX B—“AUDITED FINANCIAL STATEMENTS OF THE CITY OF RICHMOND,
FISCAL YEAR 2007-08." Scec also “RiSk FACTORS” for a discussion of certain risks inherent in the
Facilities Lease,

Abatement. Base Rental Payments and Additional Payments due with respect to the Demised
Premises and the Facilities shall be abated during any period in which, by reason of any material damage
or destruction (other than by condemnation which is otherwise addressed) there is substantial interference
with the use and occupancy of the Demised Premises and the Facilitics or any portion thereof by the City
in the proportion in which the cost of that portion of the Demised Premises and the Facilities rendered
unusable bears to the cost of the whole of the Demised Premises and the Facilities. Such abatement shall
continuc from the period commencing with such damage or destruction and ending with the substantial
completion of the work of repair or reconstruction. In the cvent of any such damage or destruction, the
Facilities Lease shall continuc in full force and cffect and the City waives the benefits of the California
Civil Code Section 1932(2) and 1933(4) and of Title 11 of the United States Code, Scction 365(h) and
any and all other rights to terminate the Facilities Lease by virtue of any such damage, destruction or
interfercnce. Notwithstanding the foregoing, to the extent that moneys are available for the payment of
Basc Rental Payments from Net Port Revenues (including payments made by American Honda or by
AWC) or in any of the funds and accounts cstablished under the Trust Agreement (except the Reserve
Fund), Base Rental Payments will not be abated as described above but, rather, will be payable by the
City as a special obligation payablc solely from said funds and accounts.

Insurance. Except as othcrwise provided in the Facilities Lease, the City is required to procure
and maintain or cause to be procured and maintained at all times throughout the term of the Facilities
Lease coverage on the Demised Premises and the Facilitics as described below:

Fire and Extended Coverage and Earthquake Insurance. Subjcct to the terms of the
Operating Agreement and thc MAG Agrecment, insurance against loss or damage to any
structures constituting any part of the Demised Premises and the Facilitics by firc and lightning,
with extended coverage insurance, vandalism and malicious mischief insurance and sprinkler
system leakage insurance, flood insurance, but only with respect to such portions of the Demised
Premises and the Facilities that are situated in any zone designated by the U.S. Government as a
flood zone, and earthquake insurance, if available on the open market from reputable insurance
companies at a reasonable cost, as determined by the City. Said extended covcrage insurance is
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required, as ncarly as practicable, cover loss or damage by cxplosion, windstorm, riot, aircraft,
vehicle damage, smoke and such other hazards as are normally covered by such insurance. Such
insurance shall be in an amount equal to the replacement cost (without deduction for
depreciation) of all structurcs constituting any part of the Demised Premises and the Facilities,
cxcluding the cost of excavations, of grading and filling, and of the land (cxcept that such
insurance may be subject to deductible clauses for any onc loss of not to cxceed $500,000 or a
comparable amount adjusted for inflation or more in the case of earthquake insurance), or, in the
alternative, shall be in an amount and in a form sufficient (together with moneys held in the Trust
Agrecment), in the cvent of total or partial loss, to cnable all outstanding Series 2009 Bonds to be
redeemed. Sec also APPENDIX D-"SUMMARIES OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL
DOCUMENTS—FACILITIES LEASE-Insurance.”

As an altemative to providing the firc and extended coverage and carthquake insurance,
or any portion thercof, the City may provide a self insurance method or plan of protection if and
to the extent such self insurance method or plan of protection is required to afford rcasonable
coverage for the risks required to be insured against, in light of all circumstances, giving
consideration to cost, availability and similar plans or mcthods of protection adopted by public
entities in the Statc other than the City. So long as such method or plan is being provided to
satisfy the requirements of this Facilities Leasc, the City is required to file annually with the
Trustee a statement of an Insurance Consultant or other qualified person (which may not be an
officer or cmployee of the City), stating that, in the opinion of the signer, the substitute method or
plan of protection is in accordance with the requirements of the Facilities Lease and, when
effective, would afford reasonable coverage for the risks required to be insured against. The City
1s also required to file a cerntificate setting forth the details of such substitute method or plan. In
the event of loss covered by any such sclf insurance method, the liability of the City thereunder
will be limited to the amounts in the sclf insurance reserve fund or funds created under such
method.

Comprehensive General Liability Ingurance, Subject to the Operating Lease and MAG
Agrecment and except as provided in the Facilities Leasc, a standard comprehensive general
liability insurance policy or policies in protection of the Authority and its members, directors,
officers, agents and ecmployees and the Trustce, indemnifying said partics against all direct or
contingent loss or liability for damages for personal injury, death or property damage occasioned
by reason of the operation of the Demised Premises and the Facilities, with minimum liability
limits of $1,000,000 for personal injury or death of cach person and $3,000,000 for personal
mjury or deaths of two or more persons in cach accident or cvent, and in a minimum amount of
$200,000 for damage to property resulting from each accident or event. Such public liability and
property damage insurance may, however, be in the form of a single limit policy in the amount of
$3,000,000 covering all such risks. Such liability insurance may be maintained as part of or in
conjunction with any other liability insurance carried by the City.

As an alternative to providing standard comprehensive general liability, or any portion
thercof, the City may provide a sclf-insurance method or plan of protection if and to the cxtent
such self-insurance method or plan of protection affords rcasonable protection to the Authority,
its members, directors, officers, agents and employees and the Trustee, in light of all
circumsiances, giving consideration to cost, availability and similar plans or methods of
protection adopted by public entitics in the State other than the City. So long as such mcthod or
plan is being provided to satisfy the requirements of thc Facilities Lease, the City is required to
file annually with the Trustee a certificate of an Insurance Consultant or other qualified person
(which may not be an officer or employec of the City), stating that, in the opinion of the signer,
the substitute method or plan of protection is in accordance with the requirements of the Facilities
Lease and, when effective, would afford rcasonable protection to the Authority, its members,
dircctors, officers, agents and employees and the Trustee against loss and damage from the
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hazards and risks covered thereby, and the City is also required to file a certificate with the
Trustee sctting forth the details of such substitute method or pian.

Rental Interruption or Use and Occupancy Insurance. The City is required to maintain or
cause to be maintained rental interruption or use and occupancy insurance to cover loss, total or
partial, of the usc of each of the Demised Prcmiscs and the Facilities as a result of any of those
certain hazards covered by the hazard insurance described in the Facilitics Lease, (provided with
respect 10 earthquake insurance, only if available on the open market from reputable insurance
companies at a rcasonable cost, as determined by the City, and provided further that such rental
intcrruption insurance coverage may not be provided by a plan of self insurance), in an amount
sufficient to pay the portion of the total rent thercunder attributable to the portion of the Facilitics
rendered unusable (determined by reference to the proportion that the cost of such portion bears
to cost of the Facilities) for a period of at least two years except that such insurance may be
subject to a deductive clause not to exceed $250,000 or a comparable amount adjusted for
inflation {or more in the case of carthquake coverage). Any proceeds of such insurance will be
used by the Trustee to reimburse to the City any rental theretofore paid by the City under the
Facilities Leasc attributablc to such structure for a period of time during which the payment of
rcental under the Facilitics Lease is abated, and any proceeds of such insurance not so used will be
applied as provided in the Facilities Lease to the extent required for the payment of Base Rental
Payments and to the extent required for the payment of Additional Payments and any remainder
will be treated as Revenue under the Trust Agreement.

If damage or destruction with respect to any of the Demised Premises and the Facilities
resulis in abatement of the Base Rental Payments and if such abated Basc Rental Payments, if
any, together with moneys from rental interruption insurance (in the event of any insured loss due
to damage or destruction), eminent domain proceeds, if any, Net Port Revenues, and moneys
available in the funds and accounts established under the Trust Agreement are insufficient to
make that portion of the payments of principal and interest on the Series 2009 Bonds anticipated
to be derived from the Facilities Lease during the period that such Demised Premises and the
Facilities are being replaced, repaired or reconstructed, then a portion of such payments of
principal and interest may not be made. Under the Facilities Lease and the Trust Agreement,
no acceleration of Base Rental Payments is available to the Owners of the Series 2009 Bonds
for nonpayment under such circumstances.

Workers® Compensation Insurance.  The City is required to maintain worker’s
compensation insurance issued by a responsible carrier authorized under the laws of the State to
insure its employees against liability for compensation under the Worker’s Compensation
Insurance and Safety Act now in force in California, or any act hereafter enacted as an
amendment or supplement thercto. As an alternative, such insurance may be maintained as part
of or in conjunction with any other insurance carried by the City in the form of self-insurance.

Titte Insurance. The City is requircd to obtain, for the benefit of the Authority and the
Trustee, upon the execution and delivery of this Facilities Lease, title insurance on the Demised
Premises in an amount cqual to the aggregate principal amount of the Bonds less the Reserve
Requirement, issued by a company of recognized standing duly authorized to issue the same,
subject only to Permitted Encumbrances. Such policy shall be endorsed so as to be payablc to the
Trustee. All proceeds received by the Trustce under said policy shall be applied and disbursed by
the Trustee in the samc order and priority and for the same purposes as provided in the Trust
Agreement.

Form of Policies. The fire and extended coverage and earthquake insurance and the
liability insurance policics are required to name the City, the Authority and the Trustee as insured
and contain a lender’s loss payable endorsement in favor of the Trustee substantially in
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accordance with the form approved by the Insurance Services Office and the California Bankers
Association; and provide that the Trustce be given 30 days’ notice of each cxpiration thereof or
any intended canccllation thereof or reduction of the coverage provided thercby.

Any insurance policies provided by a commercial insurcr for firc and extended coverage
and earthquake insurance, comprchensive liability insurance and rental interruption or usc and
occupancy insurance 1s required to be provided by a commercial insurer rated A or better by AM.
Best or in one of the two highest rating categorics by S&P and Moody’s.

Eminent Domain Proceeds. So long as any of the Scries 2009 Bonds shall be Outstanding, any
award made in cminent domain procecdings for taking the Demised Premises and the Facilities or any
portion thercof shall be paid to the Trustee and applied to the prepayment of the Base Rental Payments as
provided in the Facilitics Lease and to the redemption of Bonds. Any such award made after all of the
Base Rental Payments and Additional Payments have been fully paid, or provision therefor made, shall be
paid to the City. See APPENDIX D-"SUMMARIES OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL
DOCUMENTS-THE FACILITIES LEASE-Eminent Domain; Prepayment.”

Defaults and Remedies. In the cvent that the City fails to pay any Basc Rental Payment, the
Authority is entitled to exercisc certain rights and remedies. Sec APPENDIX D—"SUMMARIES OF CERTAIN
PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS~THE FACILITIES LEASE—Defaults and Remedies.”

Substitution

The City may substitute real property as part of thc Demised Premiscs and the Facilities for
purposes of the Site Lease and the Facilities Lease, but only after the City file filed with the Authority and
the Trustec all of the following:

6)] Executed copies of the respective Site Lease and the Facilities Lease or amendments
thercto containing the amended description of the Demised Premises and the Facilities, including the legal
description of the Demised Premises and the Facilitics as modified if necessary.

(i) A Certificate of the City with copies of the respective Site Leasc and the Facilities Lease,
if necded, or amendments thereto containing the amended description of the Demised Premises and the
Facilities stating that such documents have been duly recorded in the official records of the County
Recorder of Contra Costa County.

€111) A Certificate of the City, accompanicd by a written appraisal, from a qualificd appraiser,
who may but need not be an employee of the City, evidencing that the annual fair rental value of the
Demised Premiscs and the Facilitics which will constitute the Demised Premises and the Facilities after
such substitution will be at least equal to 100% of the maximum annual amount of Base Rental Payments
becoming due for the remaining term of the Facilities Lease.

(iv) A CLTA leaschold owner’s policy or policics or a commitment for such policy or
policies or an amendment or endorsement to an cxisting policy or policies resulting in title insurance with
respect to the Demised Premises and the Facilities after such substitution in an amount at least equal to
the amount of such insurance provided with respect to the Demised Premises and the Facilitics prior to
such substitution; each such insurance instrument, when issucd, shall name the Trustee as the insured, and
shall insure the lcaschold cstate of the Issuer in such substituted property subject only to such exceptions
as do not substantially interfere with the City’s right to use and occupy such substituted property and as
will not result in an abatement of Base Rental Payments payable by the City under the Facilities Leasc, as
evidenced by a Certificate of the City.
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(v) A Cecrtificate of the City stating (A) that the City has beneficial use and occupancy of the
Demiscd Premises and the Facilitics, (B) that the cssentiality to the City of the Demised Premises and the
Facilities after such substitution is comparable to its cssentiality before the substitution, {C) the remaining
uscful life of the Demised Premises and the Facilities, and (D) the remaining term of the Scries 2009
Bonds.

(vi) An Opinion of Counscl (as such term is defined in the Trust Agrcement) stating that such
amendment or modification (A) is authorized or permitted by laws of the State and this Facilitics Lease;
(B) complies with the terms of this Facilitics Lease; (C) will, upon the exccution and delivery thercof, be
valid and binding upon the Authority and the City in accordance with its tcrms; and (B) will not cause the
intcrest on the Series 2009A Bonds to be included in gross income for federal income tax purposes.

In addition, the Authority is required to provide written notification of any substitution to any
rating agency then rating the Serics 2009 Bonds. Sce APPENDIX D-“SUMMARIES OF CERTAIN
PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS-THE FACILITIES LEASE—Substitution.”

Pledge of Net Port Revenues

Ordinance No. 27-08 N.S., adopted by the City Council on November 25, 2008, amending and
restating Ordinance No. 1-99 N.S., adopted by the City Council on January 12, 1999 (the “Ordinance”™)
creates a special fund and pledges and assigns Nct Port Revenucs thereof as security for Base Rental
Payments under the Facilitics Lease. The Ordinance also creates a scnior len on all Net Revenues of the
City's Port Enterprisc (the “Port Enterprise”) for the tolls, rates, rentals and other charges and ail other income
and receipts derived by the City from the operation of the Port minus expenses consisting of all costs of
management, operation, maintenance and repair of the Port. Pursuant to the Facilitics Leasc, the City has
pledged Net Port Revenues to the payment of rental payments thcreunder.

To the extent that Net Port Revenucs are available there shall be no abatement of Base Rental
Payments. However, in the event that Net Port Revenues are unavailable or insufficient and the Facilities
cannot be used by the City due to temporary or permanent damage, abatement shall occur as outlined above.
See “—Facilities Lease~-Abatement.” For a description of the Port, its finances and historical Net Port
Revenues. See APPENDIX C—“THE PORT OF RICHMOND.”

“Net Port Revenues” is defined as Net Revenues (defined below) excluding Special Facility
Revenues. There arc currently no Special Facility Revenues. See “—Special Facility Revenues” below.

“Nct Revenues” is defined in the Ordinance as all fees, tolls, rates, rentals and other charges
reccived for and all other income and receipts derived by the City from the operation of or arising from
the Enterprise, including the proceeds of sale of property (collectively, “Port Revenues”) fess all costs of
management, Operation, maintenance and repair of the entire port and harbor property, facilities and
equipment of the City, including the Port Terminal Facilities and all additions, extensions and
improvements which may thereto, but excluding any Special Facilities (collectively, the “Enterprise™),
including all incidental fees and expenses properly chargeable thereto and including obligations payable
from Revenues under contracts entered into prior to the effective date of the Ordinance (collectively,
“Expenses™).

Amounts received from American Honda under the MAG Agreement and other automobile
warchousing activities with respect to importation of Hyundai/Kia automobiles, ali as part of the 2009
Projcct, will comprise a significant portion of current Net Port Revenues. See “THE 2009 PROJECT” and
“THE MAG AGREEMENT.” Net Port Revenues also include revenues from other activities at the Port.
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In order to facilitate the transfer of Net Port Revenues to the Trustee, the City will arrange for all
AWC payments and payments made by American Honda under the MAG Agreement to be paid directly
to the Trustee for deposit in the Port Revenue Fund established under the Trust Agreement.  See
“~Pledge of Nct Port Revenues,” “~Port Revenue Fund” and “THE MAG AGREEMENT.”

THE SERIES 2009 BONDS ARE NOT A DEBT OF THE CITY, THE STATE OF
CALIFORNIA OR ANY OF ITS POLITICAL SUBDIVISIONS (OTHER THAN THE AUTHORITY
TO THE LIMITED EXTENT DESCRIBED HEREIN), AND NEITHER THE CITY NOR THE STATE,
NOR ANY OF ITS POLITICAL SUBDIVISIONS (OTHER THAN THE AUTHORITY TO THE
LIMITED EXTENT DESCRIBED HEREIN) IS LIABLE THEREFOR. IN NO EVENT SHALL THE
SERIES 2009 BONDS OR ANY INTEREST OR REDEMPTION PREMIUM THEREON BE
PAYABLE OUT OF ANY FUNDS OR PROPERTIES OTHER THAN THOSE OF THE AUTHORITY
OR THE CITY AS SET FORTH IN THE TRUST AGREEMENT. THE AUTHORITY HAS NO
TAXING POWER. THE SERIES 2009 BONDS DO NOT CONSTITUTE AN INDEBTEDNESS
WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR
RESTRICTION.

Deposit of Revenues; Funds and Accounts

Under the Trust Agreement, the Authority assigns to the Trustee for the benefit of the Holders of
the Serics 2009 Bonds all Revenues held in any fund or account established under the Trust Agreement
for deposit in the Revenue Fund. All money in the Revenue Fund is required to be disbursed, allocated,
and applied by the Trustee solely for the uses and purposcs set forth in the Trust Agreement.

Allocation of Revenues. The Trustee is required under the Trust Agreement to sct aside the
moneys in the Revenue Fund in the following respective accounts or funds in the following order of

priority:

First: Interest Account
Sccond: Principal Account
Third: Reserve Fund

Interest Account. On or before each Interest Payment Date, commencing January 1, 2010, the
Trustee is required to set aside from the Revenue Fund and deposit in the Interest Account that amount of
money that is equal to the amount of interest coming due and payable on all Outstanding Series 2009
Bonds on such Interest Payment Date.

There arc established within the Interest Account the Serics A Capitalized Interest Subaccount
and the Series B Capitalized Interest Subaccount. Amounts on deposit in the Series A Capitalized Interest
Subaccount shall be applied to the payment of the interest on the Series A Bonds until cxhausted and
amounts in the Series B Capitalized Intcrest Subaccount shall be applied to the payment of interest on the
Taxable Series 2009B Bonds until exhausted.

No deposit nced be made in the Intercst Account if the amount contained therein is at least equal
to the aggregate amount of interest becoming due and payable on all Qutstanding Serics 2009 Bonds on
such interest payment date.

All money in the Intercst Account will be used and withdrawn by the Trustee solely for the

purpose of paying the interest on the Series 2009 Bonds as it becomes due and payable (including accrued
interest on any Series 2009 Bonds purchased or redeemed prior to maturity).
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Principal Account. On cach Jly 1, the Trustee is required to sct aside from the Revenue Fund
and deposit in the Principal Account an amount of money cqual to the principal amount of all Qutstanding
Serial Bonds maturing or becoming subject to mandatory sinking account redemption on such July 1
{which amount includes the amount available from the respective Reserve Account to pay principal upon
maturity or redemption).

No deposit need be made in the Principal Account if the amount contained thercin is at least cqual
to the aggregate amount of the principal of all Outstanding Serial Bonds maturing or becoming subject to
mandatory sinking account redemption by their terms on such July 1.

All money in the Principal Account is required to be used and withdrawn by the Trustec solely
for the purpose of paying the principal of the Series 2009 Bonds as it becomes due and payable, whether
at maturity or redemption.

Reserve Fund. After making the transfers from the Revenuc Fund to the Interest Account and
the Principal Account, funds remaining in the Revenue Fund are required to be deposited to the Reserve
Fund the amount, if any, by which the amount then on deposit in the Reserve Fund is less than the
Reserve Fund Requirement.  See also “~Reserve Fund” and APPENDIX D-“SUMMARIES OF CERTAIN
PROVISIONS OF THE PRINCIPAL LEGAL DOCUMENTS-TRUST AGREEMENT-Establishment and
Maintenance of Accounts for Use of Money in the Reserve Fund—Reserve Fund.”

Reserve Fund

Upon issuance of the Scriecs 2009 Bonds, the Trustec shall deposit in the Reserve Fund
established pursuant to the Trust Agreement an amount sufficient to satisfy the respective Reserve
Requirement. The term “Reserve Requirement” means, as of any date of calculation by the Authority, an
amount equal to the lesser oft (i) 10% of the initial principal amount of the respective scrics of Series
2009 Bonds; (i1) 125% of the Average Annual Debt Service on all Outstanding Series 2009 Bonds of such
series; or (iii) Maximum Annual Debt Scrvice on all OQutstanding Series 2009 Bonds of such series. The
initial Reserve Requirement is $4,711,000, which is 10% of the initial aggregate principal amount of the
Scries 2009 Bonds.

All money in the Rescrve Fund will be used and withdrawn by the Trustee solely for the purpose
of replcnishing the Interest Account or the Principal Account, in that order, in the event of any deficiency
at any time in either of such accounts, but solely for the purpose of paying the interest on or principal of,
or redemption premiums, if any, on the Scries 2009 Bonds or for the retirement of all the Series 2009
Bonds then Qutstanding, except that so long as the Authority is not in default under the Trust Agreement,
any cash amounts in the Reserve Fund in excess of the Reserve Requirement will be withdrawn from the
Series 2009A Reserve Account and deposited in the Revenue Fund, on cach January 1 and July 1. See
APPENDIX D—“SUMMARIES OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS-TRUST
AGREEMENT-Establishment and Maintcnance of Accounts for Use of Money in the Reserve Fund-
Reserve Fund.”
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Port Revenue Fund

Pursuant to the Trust Agreement, the Trustee is required to establish and maintain a Port Revenue
Fund for the purpose of receiving and applying AWC Payments and payments madc by American Honda
under the MAG Agreement in accordance with the Facilities Lease. Amounts in the Port Revenue Fund
shail be applied in the following order of priority:

(1) Upon request of the City, the Trustee will withdraw amounts from the Port Revenue Fund
to pay Expenses of the Enterprise (as defined in the Ordinance); provided that the City certifies that other
Revenues (as defined in the Ordinance) arc not sufficient therefor and provided that the City certifies that
the Expenses of the Enterprise are defined in the Ordinance.

(ii) On each January 1 and July ], commencing on January 1, 2010, the Trustee will
withdraw an amount from the Port Revenue Fund equal 1o the lesser of (A) the amount on deposit therein
or {(B) the amount of interest and principal, it any, on the Series 2009 Bonds payable on such date and
transfer such amount to the Revenue Fund. Notwithstanding the foregoing, in the event that additional
Port Obligations (as defined in the Ordinance) are issued on a parity with the Facilities Lease, the Trustee
will only apply amounts pursuant to this subscction (ii) to the extent that the City or any fiduciary for
such parity Port Obligations has not notificd the Trustec that they arc not otherwisc payable to satisfy
such parity Port Obligations.

(1)  On each luly 2, commencing July 2, 2010, the Trustee will transfer any amounts
remaining in the Port Revenue Fund to the City for its use pursuant to the Ordinance.

Optional Prepayment

Pursuant to the Facilities Lease, the City may, prepay, from any source of available funds, all or
any portion of Basc Rental Payments to rctire or redeem the Series 2009 Bonds in accordance with the
Trust Agreement. Sce “THE SERIES 2009 BONDS—-Redemption Provisions—Optional Redemption.”

The Facilities Lease rcquires that the City prepay on any date from insurance and eminent domain
proceeds, provided, however, that in the event of partial damage to or destruction of the Facilities caused
by perils covered by insurance, if in the judgment of the Authority the insurance procecds are sufficient
to repair, reconstruct or replace the damaged or destroyed portion of the Facilities, such proceeds will be
held by the Trustee and applied as set forth in the Trust Agreement, all or any part (in an integral muitiple
of $5,000 principal component) of Base Rental Payments then unpaid so that the aggregate annual
amounts of Basc Rental Payments which will be payable after such prepayment date and which is
required to be as ncarly proportional as practicable to the aggregate annual amounts of Base Rental
Payments unpaid prior to the prepayment date, at a prepayment amount equal to 100% of the principal of
and interest on the Scries 2009 Bonds to the date of redemption of the Scries 2009 Bonds.

Before making any prepayment of Base Rental Payments pursuant to the Facilities Lease, the
City is required, within five days following the event creating such right or obligation to prepay, give
written notice to the Authority and the Trustec describing such event and specifying the date on which the
prepayment will be made, which date will be not less than 45 days from the date such notice is given.
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Issuance of Additional Obligations Payable from Net Port Revenues

Pursuant to the Facilities Lease, the City may enter into additional Port Obligations (as defined in
the Ordinance) on a panty with the Net Port Revenues pledged to make Base Rental Payments, so long as
the City certifies that either (i) at the time the additional Port Obligation are entered into the Net Port
Revenues are cqual to at Ieast 125% of the maximum annual debt scrvice related to the additional Port
Obligations Serics 2009 Bonds; or (ii} at the time of cntering into such additional Port Obligations, the
projected Net Port Revenues for cach of the first three Fiscal Years immediately following the completion
date of the project being financed with the proceeds of such additional Port Obligations will be at least
125% of the maximum annual debt service related to the Port Obligations then Qutstanding for cach such
Fiscal Year, taking into account the issuance of the additional Port Obligations then proposed to be
issued.

For purposes of subsection (ii) described above, in estimating Net Port Revenues, the City may
takc into account: (A) reasonablc Net Port Revenues from facilities reasonably expected to become
available during the period for which the estimates are provided; (B) any increase in fees, rates, charges,
rentals or other sources of Net Port Revenues which have been approved by the City and will be in cffect
during the period for which the cstimates are provided; and (C) any other increases in Net Port Revenucs
which the City believes to be a reasonable assumption for such period. The City will include in a
certificate or in a separate accompanying report a description of the assumptions used and the calculations
made in determining the cstimated Net Port Revenues and will also set forth the calculations of the
maximum annual debt service related to the Port Obligations.

For purposes of preparing the certificate described above, the City may rely upon financial
statements prepared by the City which have not been subject to audit by an independent certified public
accountant if audited financial statements for the Fiscal Year or period arc not available; provided,
however, that the City Manager, any Assistant City Manager or the Director of Finance of the City or any
such official’s duly authorized designce, or by any other officer or employce of the City duly authorized
by the City for that purpose will certify as to the accuracy of such financial statements and that such
financial statctments were prepared substantially in accordance with generally accepted accounting
principles, subject to year-end adjustments.

Subordinate Obligations

Pursuant to the Facilities Lease, the City may grant a lien on and security interest in the Net Port
Revenucs subordinate to the lien and security interest granted thereunder.

Special Facility Revenues

Pursuant to the Facilities Lease, the City may (i) designate an existing or planned facility,
structurc, equipment or other property, real or personal, which is located within the Enterprise or part of
any facility or structurc at the Enterprisce as a “Special Facility,” (ii} provide that revenues carned by the
City from or with respecet to such Special Facility will constitute “Special Facility Revenue” and will not
be included as Net Port Revenues, and (iii) issue Port Obligations secured in whole or in part by Special
Facility Revenues primarily for the purpose of acquiring, constructing, renovating or improving, or
providing financing to a third party to acquire, construct, renovate or improve, such Special Facility as
provided in the Ordinance.

Currently, there are no Special Facilities and the City does not currently anticipate designating
any facilities as Special Facilities in the future.
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Net Port Revenues and Series 2009 Bonds Debt Service Coverage
Set forth below is a table showing Net Port Revenues and debt service coverage.

DEBT SERVICE COVERAGE FROM NET PORT REVENUES

Fiscal Year  Fiscal Year  Fiseal Year  Fiscal Year  Fiscal Year  Fiscal Year  Fiscal Year

2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15
Revenues
Renlal
Marina berth rentals $157,500 $165,375 $173,644 $182,326 $191,442 $201,014 $211,065
Service charges 3,882,967 2,503,156 2,574,924 2,693,089 2,818,948 2,953,633 3,250,955
Lease income 1,559,700 500,000 1] 0 0 0 0
Other — Honda Project” 0 1,181,660 5,329,355 5,340,556 5,352,094 5,363,977 5,375,778
Other — New Revenue™ 0 0 375,000 1,511,250 1,556,588 1,603,285 1,651,384
Interest Income® 0 0 0 94,220 188,440 188.440 188.440
TOTAL OPERATING REVENUES 5,600,167 4,350,191 8,452,923 9821441 10,107,512 10,310,349 10,677,621
Expenses
Salaries and benefits 1,072,626 1,179,889 1,238,883 1,300,828 1,365,869 1,434,162 1,434,162
General and administrative 1,842,883 2,033,671 2,135,355 2,242,122 2,354,228 2,471,940 2,471,940
Maintenance 100,000 100,000 100,000 100,000 100,000 100,000 100,000
Depreciation 919.326 919.326 1,685,993 1,685.993 1,685,993 1,685,993 1,685,993
TOTAL OPERATING EXPENSES 3,934 835 4,232 886 5,160,231 5,328,943 5,506,090 5,692,095 5,692,095
Operating Income (Loss) 1,665,332 117,305 3,292,692 4,492 498 4,601,422 4,618,254 4,985,526
Net Revenues (Excluding Depreciation) 2,584,658 1,036,631 4,978,685 6,178,491 6,287,415 6,304,247 6,671,519
Debt Service on 2009 Bonds
Series 2009A Tax-Exempt Deblt Service 740,620 1,676,875 1,676,875 1,676,875 1,676,875 1,676,875
Less:  Capitalized Interest 740,620 838,438 0 0 0 0
Series 2009A Tax-Exempt Debt Service 0 838,438 1,676,875 1,676,875 1,676,875 1,676,875
Series 2009B Taxable Debt Service 709,080 1,605,465 1,605,465 1,605,465 3,934,708 3,824,325
Less: Capitalized Interest 709.080 1,605,465 802,733 0 ¢ 0
Taxable Series 2009B Debt Service 0 0 802,733 1,605,465 3,934,708 3,824,325
TOTAL 2009 BONDS DEBT SERVICE™ 0 838438 2479608 3282340  5611,583 5,501,200
Annual Coverage 5.94x 2.49x 1.92x 1.12x 1.21x

{1) Revenues based upon 145,000 vehicles delivered in cach year and includes Wharfage and Surcharge payable under the MAG Agreement and related service and facility fecs.
The actual revenues under the MAG Agreement may be substantially different due 1o certain carryover provisions in the event more vehicles are delivered in any given year.
Sce “THE MAG AGREEMENT.” Sec also “RisK FACTORS-Certain Risk Factors with Respect to the MAG Agreement,

(2)  See “THE 2009 PROJECT-Recent Developments.

(3) Projected earnings on the Reserve Fund at a rate of 4% per annum.

{4} Net of capitalized interests.



THE MAG AGREEMENT

The following table scts forth the payments due from American Honda under the MAG
Agreement. Sec also “THE 2009 PROJECT-2009 Project Revenucs.”

Rates of Wharfage and Surcharge

RATES OF WHARFAGE AND SURCHARGE

(per Unit)
Expected
Total Amount Revenue
Year Wharfage Surcharge Per Unit (145,000 MAG)

1 £25.50 $7.20 $32.70 $4,741,500
2 25.50 7.20 32.70 4,741,500
3 25.50 7.20 32.70 4,741,500
4 25.50 7.20 32.70 4,741,500
5 25.50 7.20 32.70 4.741,500
6 26.26 7.42 33.68 4,883,600
7 27.03 7.64 34.67 5,027,150
8 27.86 7.87 35.73 5,180,850
9 28.70 8.10 36.80 5,220,000
10 29.56 8.33 37.91 5,496,950
11 30.15 8.51] 38.60 5,605,700
12 30.76 8.68 39.44 5,718,800
13 31.37 8.86 40.23 5,833,350
14 32.00 904 41.04 5,550,800
15 32.64 922 41.88 6,072,600

The following is a brief summary of certain provisions of the MAG Agreement. This summary is
not intended to be definitive and reference is made to the complete MAG Agreement, a copy of which
may be obtained from the Trustee.

Term

The term of the MAG Agreement shall commence on the Effective Date and expire on the 15th
anniversary of the MAG Commencement Date.

Minimum Annual Guarantee

(1) Subject to the provisions of the MAG Agreement, American Honda irrevocably and
unconditionally guarantees to the City that American Honda will transport at least 145,000 Units to or
from the Port of Richmond by vessel each Year during the term of the MAG Agreement (the “MAG”).
Any Units transported to or from the Port of Richmond prior to the MAG Commencement Date will be
credited toward American Honda’s MAG obligation for the first Year after the MAG Commencement
Date.

(i1) If American Honda transports more than 145,000 Units in a given Year, American Honda
may carry forward, on a cumulative basis, the excess Units to meet its MAG obligations under paragraphs
(a) and (c)(i) in future Years. The cumulative total of excess Units from time to timc is referred to in the
MAG Agreement as the “Bucket.” The Bucket will be reduced (but not betow zero} by any Units applied
from the Bucket to mect American Honda’s MAG commitment. No credit for the Bucket shall be given
except in accordance with the MAG Agreement.
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(iii) If American Honda transports Icss than 145,000 Units in a given Year, American Honda
will pay to the City in accordance with Section 4(f) a sum calculated as follows:

(A) The amount of Wharfage (at the then prevailing rate sct forth in the MAG
Agreement which would have been gencerated on the deficiency, after credit for any Units in the Bucket
carried forward from prior Ycars, plus

(B) The amount of Surcharge (at the then prevailing rate set forth in the MAG
Agreement) which would have been gencrated on the deficiency, without credit for any Units in the
Bucket carried forward from prior Years.

{C) For purposes of illustration only, suppose that American Honda transports
100,000 Units in Year 7 and that there are 35,000 Units in the Bucket carried over from prior Years. In
that event, after applying 35,000 Units from the Bucket, therc would be a deficiency of 10,000 Units.
American Honda would pay to the City the amount of Wharfage (at the Ycar 7 rate of $27.03 per Unit)
that would have been generated on 10,000 Units, being the sum of $270,030, plus the amount of
Surcharge (at the Year 7 rate of $7.64 per Unit) that would have becn generated on 45,000 Units, being
the additional sum of $343,800. The new Bucket balance would be zero.

(iv) If American Honda incurs Wharfage on more than 145,000 Units in a given Ycar, then
until American Honda has incurred Wharfage and Surcharge on 2,175,000 Units under the MAG
Agrecment, the City will rebate to American Honda in accordance with the MAG Agreement 10% of the
Wharfage (at the then prevailing rate set forth in the MAG Agreement) generated on the surplus Units
during such Year. This rebate will also reduce the number of surplus Units credited to the Bucket for such
Year by 10%.

(A) For purposes of illustration only, suppose that American Honda incurs Wharfage
on 155,000 Units in Year 8 and that American Honda has not yet incurred Wharfage and Surcharge on
2,175,000 Units under the MAG Agrecment. In that event, the City would rebate to American Honda 10%
of the Wharfage (at the Year 8 rate of $27.86 per Unit) gencrated on the 10,000 surplus Units during such
Year. The rcbate equals $27,860 (10,000 surplus Units x 10% x 27.86). The number of surptus Units
credited to the Bucket in Year 8 would be 9,000.

(v) If AWC contracts with an additional customer or customers other than American Honda
or GLOVIS auto processing services at the Port, the City wiil credit American Honda against its MAG
obligations as described in the MAG Agreement,

Prepayment

American Honda may elect in its sole discretion at any time after the 10th anniversary of the
MAG Commencement Date to prepay its remaining MAG obligations under the MAG Agreement with
respect to Wharfage. The amount of the prepayment shall equal the applicable Wharfage rate set forth in
the MAG Agrcement for the Year in which prepayment is made, multiplied by the number of Units
remaining to complete American Honda’s 15-year MAG, i.e., 145,000 Units multiplied by the number of
Years remaining in the 15-year Term of the MAG Agreement (including the current Year), lcss the
number of Units in the Bucket, less the number of Units for the current Year {or which Wharfage has
been paid prior to the date of such prepayment. Upon such prepayment, the MAG Agreement shall be
dcemed amended to delete the following provisions of the MAG Agreement in their entirety: paragraphs
(1), (1), Gu)(A), (iv) and (v) under this section (the “Mintmum Annual Guarantee™). Prepayment shail not
affcct American Honda’s MAG obligation with respect to Surcharge under paragraph (c)(ii) under the
scction “Minimum Annual Guarantee™ above.
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Force Majeure

(i) During any period of Force Majeure, the parties will cooperate and take such measures as
are reasonably nccessary to continuc business operations at the Facility as ncarly as normal as possible
under the circumstances.

(i1} During any period of Force Majeure, the City may make available substitute facilitics for
the importation of vehicies, at the City’s sole cost and expense. Use of such substitute facilitics will be
subject to American Honda’s commercially reasonable approval. If approval is granted, American Honda
agrees to utilize such substitute facilities and pay the same rates and charges provided for herein for the
Facility.

(i)  During any period of Force Majeure, there will be a fair and equitable reduction of
American Honda’s MAG commitment under the MAG Agrecment, reasonably approved by all partics,
taking into account the extent to which American Honda’s ability to fulfill such MAG may thereby be
affected; and if it is impracticable, in the reasonable exercise of American Honda’s business judgment, for
American Honda to conduct any business at the Facility or any substitute facility provided by the City as
a result of Force Majeure and American Honda elects to suspend shipments of vehicles to and from the
Facility until the period of Force Majeure has ended, then there will be a full abatement of the MAG
commitment until the period of Force Majeure has ended. Such reduction or abatement shall not suspend
the obligation of American Honda to pay Wharfage and Surcharge with respect to any Units transported
to or from the Port of Richmond during any period of Force Majeure.

(iv) In the event of any Capital Loss or Emergency Capital Requirement, then, unless the City
clects not to Cure in accordance with the MAG Agreement and except to the extent, if any, that AWC is
obligated to satisfy such requirement under terms of the Leasce, the City will promptly Cure such Capital
Loss or Emergency Capital Requirement, as applicable. If the City rcasonably determines that the cost of
such Cure exceeds the insurance proceeds avatlable under any insurance actually maintained or required
by the MAG Agreement plus $2,000,000 per occurrence (subject to adjustment in accordance with the
MAG Agrcement), or that such Curc cannot be completed to the cxtent necessary for the period of Force
Majeure to end within 24 months of the Datc of Loss or Date of Demand, as applicable, then, in either
such event, the parties shall proceed as follows:

(A) The City may elect either (1) to promptly Cure the Casualty Loss or Emergency
Capital Requircment, as applicable, or {2) not to Cure. The City will notify AWC and American Honda of
its clection and the estimated date for complction of the repairs or satisfaction of the requirement within a
reasonable time not excecding 60 days after the Date of Loss or Date of Demand, as applicable.

(B) If the City notifies AWC and Amenican Honda of its election not to Curc under
the MAG Agreement, or if the City reasonably estimates that such Cure will not be completed to the
extent necessary for the period of Force Majeure to end within 24 months of the Date of Loss or Date of
Demand, as applicable, American Honda may elect either (i) to continue operations under the MAG
Agreement and to Cure to the extent American Honda may choose 1n its sole discretion or (i1) terminate
the MAG Agreement. American Honda shall notify the City and AWC of its decision within 60 days after
the receipt of the notice from the City under the MAG Agreement. If American Honda elects to terminate
the MAG Agreement, the parties shall be relieved of all further obligations under the MAG Agreement.

(v) If American Honda clects to continue opcrations under the MAG Agrecment and to Cure,
in whole or n part, (1) such Curc shall be done by American Honda in accordance with plans and
specifications that have first been approved by the City, whose approval may not be unreasonably
withheld or delayed, and (2) any reduction or abatcment of American Honda’s MAG commitment under
the MAG Agreement shall cease upon the earlier of the following dates: (x) the date the period of Force
Majeure ends; (y) the estimated date for completion of a complete Cure as reasonably determined by City;
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or (z} 24 months after the Datc of Loss or Datc of Demand, as applicable. The proceeds of any property
insurance maintained by the City will be applied toward the cost of any completc or partial Cure
undertaken by American Honda, and the City will pay up to but not exceeding the sum of $2,000,000 per
occurrence (subject to adjustment in accordance with the MAG Agrecment) to the extent insurance
procceds are not available to pay such costs, but only from available revenues and fund balances of the
Port of Richmond. The City’s general funds arc not obligated to make any payments under thc MAG
Agreement. Except as provided in the MAG Agreement, American Honda shall pay any remaiing cost
of any Cure, whether complete or partial, which American Honda has clected to make pursuant to the
MAG Agreement.

(vi)  The amount that the City is obligated to pay in excess of insurance proceceds pursuant 1o
this scction, which as of the Effective Date 1s §2,000,000 per occurrence, is subject to adjustment bascd
on the change in the Consumer Price Index for All Urban Consumers, All Cities, for All Items, 1982-84
Equals Base” published by the Bureau of Labor Statistics of the United States Department of Labor
(“CPI”). The adjusted amount will be calculated on the Date of Loss or Date of Demand, as applicable. If
the CPl is discontinued, the parties will follow any official consumer price index, whether so named or
designated or not, issucd by any authorized agency of the United States which supplants the CPI;
otherwise, the parties shall use any comparable general wholesale or retail price index for the United
States jointly selected by the City, AWC and American Honda.

Post-MAG Wharfage Rate Discount

Once American Honda has paid Wharfage and Surcharge on 2,175,000 Units under the MAG
Agreement, the Wharfage rate for all Units thereafter will equal 90% of the Wharfage rates sct forth in the
MAG Agreement. This rate discount does not apply to the Surcharge.

Termination of Lease

If AWC should ever be in default-under the Operating Lease beyond applicable notice and cure
periods, if any, and the Operating Lease is in jeopardy due to the failure of AWC to timely cure such
default, and provided AWC is not diligently contesting such default in good faith, then City will not
terminate the Operating Lease without first providing American Honda the same notice and opportunity
to curc such default on behalf of AWC, in American Honda’s sole discretion and at AWC’s cost and
account to the extent not causcd by any breach by American Honda of its obligations sct forth in the
MAG Agreement. If the Opcrating Lease terminates for any rcason or be rejected or disaffirmed pursuant
to bankruptcy law or other law affecting creditors’ rights, Amecrican Honda shall have the rnight,
exercisable by notice to City, within 20 days afier the effective date of such termination, to enter into a
new Icase of the Facility from City.

The term of said ncw lease will begin on the eftective date of the termination of the Operating
Lease and shall continue for the remainder of the term of the MAG Agreement. In the event American
Honda clects to enter into such a new lease with City, Amcrican Honda shall provide assuranccs,
reasonably satisfactory to the City, that American Honda will continue the business then being conducted
by AWC at the Facility, including but not limited to the processing of vehicles supplied by American
Honda and AWC’s other customers. Such ncw lease shall otherwise contain the same terms and
conditions as those set forth n the Leasc, except for requircments which are no longer applicable or have
already been performed or other changes mutually agreed by Amcrican Honda and the City. American
Honda or City may reasonably request changes which do not significantly affect the rights and obligations
of cither party under the Lease. In the event that American Honda does not elect to enter into such a new
lease with City, American Honda shall have the right to make recommendations to the City concerning
the sclection of a replacement processor.
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Definitions
“Bucker” has the meaning described under the heading —Minimum Annual Guarantec” below,

“Casualty Loss” means any loss, damage to, or destruction of any building, structure, Wharf or
other improvement in the Facility due to terrorism or fire, carthquake, flood or other casualty.

“Cure” means the prompt repair or restoration of any Casualty Loss to substantially the same
condition as it was in immediately before the Date of Loss, or the prompt satisfaction of any Emergency
Capital Requirement in compliance with all applicable laws.

“Date of Demand” means the date of lawful demand of any lawful governmental authority to
satisfy an Emergency Capital Requirement.

“Date of Loss” mcans the date on which any Casualty Loss occurs.

“Emergency Capital Requirement” mcans any lawful demand(s) of any lawful governmental
authority which may requirc the making of any alterations, repairs, installations or improvement to the
Wharves (including firc systems) and other portions of the Premises, or the investigation or remediation
of hazardous substances (as defined in California Health and Safety Code Scction 25316), petroleum or
petrolcum products, pollutants, contaminants or waste, in order to conform to applicablc statucs, codes,
ordinances, or rcgulations having the force of law.

“Facility” means the premises leased by AWC from the City at the Port of Richmond, the
adjacent Port Rail Facility to be constructed on City property, and the Wharves.

“Force Majeure” means one or more of the following events or circumstances, so long as such
event or circumstance adversely affects the ability of American Honda to fulfill its MAG commitment to
the City described under the heading —Minimum Annual Guarantec” below despite measures taken to
cure such adverse effect: (i) any Casualty Loss; (ii) any Emergency Capital Requirement; (ii1) any strike,
lockout, or other labor disturbance at the Facility; or (iv) inability of the City to obtain permits necessary
for City to maintain the berthing space alongside the Wharves dredged to thirty-two fect mean low water
or to such other depth as the parties may agree in writing,.

“MAG” rcfers to the irrevocable and unconditional commitment by American Honda to transport
at least 145,000 units to or from the Port by vessel in each year.

“MAG Commencement Date” means the date, being the first day of a calendar month, which
first occurs on or after the earlier of (i) fifteen (15) days after the Substantial Completion Date, or (i1) the
earliest date after the Substantial Completion Date that any Unit is transported by American Honda to or
from the Port of Richmond.

“Substantial Completion Date” mcans the date the rail infrastructure improvements in the Port
Rail Facility, Rail Corridor and Rail Support Yard are substantially complete and available for operation,

as certified by the Building Official of the City of Richmond Planning and Building Services Department.

“Unit” means a vehicle transported by vessel to or from the Port of Richmond by or on behalf of
American Honda.

“Wharfage” mcans wharfage payable by American Honda to the City under th¢ MAG
Agreement.
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RISK FACTORS

This section provides a general overview of certain risk factors which should be considered, in
addition to the other matters set forth in this Official Statement, in evaluating an investment in the Series
2009 Bonds., This section is not meant to be a comprehensive or definitive discussion of the risks
associated with an investmen! in the Series 2009 Bonds, and the order in which this information is
presented does not necessarily reflect the relative importance of various risks. Potential investors in the
Series 2009 Bonds are advised to consider the following factors, among others, and to review this entire
Official Statement to oblain information essential to the making of an informed investment decision. Any
one or more of the rvisk factors discussed below, among others, could lead 10 a decrease in the market
value and/or in the marketability of the Series 2009 Bonds. There can be no assurance that other risk
Jactors not discussed herein will not become material in the future.

Certain Risk Factors with respect to the MAG Agreement

Force Majeure. American Honda’s obligations under the MAG Agreement are subject to certain
Force Majeure events. Occurrence of such events would excuse American Honda’s performance under
the MAG Agreement with no remedy for loss of the related revenue loss.

Excess Deliveries. In any ycar, American Honda may deliver more vehicles through the 2009
Project than the 145,000 minimum annual guarantee in which case revenuc from the Series 2009 Project
could substantially cxceed amount required for debt service of the Scries 2009 Bonds. There arc no
provisions in the financing documents to apply any additional revenue to redecm Scries 2009A Bonds or
to otherwise apply such excess revenues to future debt service.

The City expects that American Honda will deliver more vehicles than the number required under
thc MAG Agreement. In such event, the MAG Agrcement would terminate prior to the 15-year term
thereof. Sce “-~Early Termination” below.

Early Termination. American Honda’s MAG Agreement commitment is capped at 2,175,000
vehicles (145,000 x 15 years). This amount of vehicles could be reached prior to the date 15 years
followmng the MAG Commitment Date. In such eveni, no MAG revenues would be available thereafier
for payment of Base Rental Payments,

Limited Recourse to the City’s General Fund

The Facilities Leasc provides that if Net Port Revenues are insufficient to make any payment of
rental thercunder, the rental will be paid out of the General Funds of the City, however, there is limited
recourse to the City’s General Fund for the payment of Base Rental Payments. The Basc Rental
Payments are not secured by any pledge of or lien on taxes or other revenues of the City except for the
Net Port Revenues. While the City has covenanted in the Facilities Lease to budget for, appropriate and
make the Base Rental Payments in cach year it has possession and use of the Demised Premises and the
Facilities to the extent Net Port Revenues are insufficient, recourse to the General Fund of the City is
limited to the extent that the City has the capacity to enter into other obligations which may constitute
additional charges against its General Funds. In the event the City’s revenue sources are less than its total
obligations, the City could choose to fund other obligations before making Base Rental Payments. The
same result could occur if, because of State constitutional limits on expenditures, the City is not permitted
to appropriate and spend all of its available revenues. Except to the extent that abatement occurs and Net
Port Revenues are insufficient to make Base Rental Payments, failure to pay Base Rental by the City will
constitute an Event of Default. S¢e “~Limited Recourse on Decfault.”
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The obligation of the City to pay the Base Rental Payments does not constitute an
obligation of the City for which the City is obligated to levy or pledge any form of taxation or for
which the City has levied or pledged any form of taxation. The obligation of the City to pay Base
Rental Payments and Additional Payments does not constitute a debt of the City, or the State or
any of its political subdivisions, and does not constitute an indebtedness within the meaning of any
constitutional or statutory debt limitation or restriction.

Limited Recourse on Default

In the event of defauit, there is no remedy of acceleration of any Base Rental Payments, which
have not come due and payable in accordance with the Facilitics Lease. The City will continue 1o be
liable for Basc Rental Payments as they become duc and payable in accordance with the Facilitics Leasc
if the Trustee does not terminate the Facilities Lease, and the Trustee is required to seek a separate
judgment each year for that year’s defaulted Basc Rental Payments.

Except to the extent that Net Port Revenucs are available, the amount of Base Rental Payments
duc under the Facilities Lease will be adjusted or abated during any period in which by reason of damage,
destruction, eminent domain, or otherwise therc is substantial interference with the possession and use of
the Demised Premises and the Facilities such that the resulting Base Rental Payments for the remaining
portions of the Demised Premises and the Facilities represent fair consideration therefor. Such
adjustments or abatemcnt will end with the substantial replacement, repair or reconstruction of the
Demised Premises and the Facilities. If Net Port Revenues and proceeds of rental interruption insurance
arc insufficient to pay all principal and intercst represented by the Series 2009 Bonds during the period of
repair or reconstruction, or during cminent domain proceedings, the City will have no obligation to makc
Base Rental Payments to cover such deficiency and no remedy for nonpayment will be available to the
Trustee or the Owners of the Series 2009 Bonds against the City under the Facilities Lease or Trust
Agreement.  See APPENDIX D-“SUMMARIES OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL
DOCUMENTS.” Under the Facilities Lease, the City is required to maintain rental interruption or use and
occupancy insurance in an amount sufficient to pay the total rental under the Facilities Lease for a period
of at least two vears. Sce “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2009 BONDS-
Facilities Leasc—Abatement.”  Sec also APPENDIX D-“SUMMARIES OF CERTAIN PROVISIONS OF
PRINCIPAL LEGAL DOCUMENTS—THE FACILITIES LEASE-Insurance.”

Limited Recovery Upon Re-Letting of Demised Premises

In the cvent of a default by the City under the Facilities Lease, thc Authority has the right to re-
enter and relet the Demised Premises and the Facilities. See APPENDIX D—“SUMMARIES OF CERTAIN
PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS-THE FACILITIES LEASE—Events of Default.” However,
the Demised Premises are improved with Facilitics applicable to its use for a marine terminal which may
not be the highest and best use of the Facilities at the time of re-letting,

In addition, there are limitations upon the ability of the Authority to re-let the Demised Premiscs
for use as other than a maring terminal. Among those limitations are costs required for any necessary
remediation, the removal of the existing improvements and the subsequent construction and acquisition of
any improvements required for re-letting. Neither the Authority nor the City is required to incur any of
such costs and it is not likely cither the Authority or the City would elect to pay such costs. In addition,
because the Authority does not have general funds of its own, it is not likely that it could pay such costs.
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Hazardous Substances

In general, the owncrs and operators of real property may be required by law to remedy
conditions of the property relating to rcleases or threatened releases of hazardous substances. The federal
Comprehensive Environmental Response, Compensation and Liability Act of 1980, sometimes referred to
as “CERCLA" or the “Superfund Act,” 15 the most well-known and widely applicable of these laws, but
Statc laws with regard to hazardous substances arc also stringent and similar. Under many of thesc laws,
the owner {or operator) of the property is obligated to remedy a hazardous substance condition whether or
not the owner (or operator) has anything to do with creating or handling the hazardous substance.
Further, such liabilitics may arise not simply from the cxistence of a hazardous substance but from the
method of handling it. All of these possibilitics could significantly affect the finances of the City.

Further, it is possible that liabilities may arisc in the futurce resulting from the existence, currently,
on City owned property of a substance presently classified as hazardous but which has not been rcleased
or the release of which is not presently threatened, or may arise in the future resulting from the existence,
currently, on the parcel of a substance not presently classified as hazardous but which may in the futurc
be so classified. Such hiabilities may arise not simply from the existence of a hazardous substance but
from the method of handling it.

Although the City handles, uscs and stores and will handle, use and store certain hazardous
substances, including but not limited to, chemicals related to the treatment of wastewater, solvents, paints,
and other substances, the City knows of no existing hazardous substances which require remedial action on or
ncar the 2009 Project. However, it is possible that such substances do currently or potentially exist and that
the City is not aware of them.

Port Enterprise

Net Port Revenues are generated from the Port Enterprise, which is a proprietary activity of the
City. The Port Enterprise is subject to several factors which limit the ability of the City to increasc rates
and tariffs to general revenues for the Port. The amount of Net Port Revenues generated by the Port
Enterprisc may be adversely affected by factors such as competition from other ports (both in San
Francisco Bay area and other parts of the Pacific coast), gencral economic conditions affecting the
volume and character of imports and exports, environmental and hazardous material risks which could
limit or curtail development or maintenance (such as the inability to dredge or expand the harbor), strikes,
labor disputes and other factor beyond the control of the City. Although the City is not aware of any
specific factors which are expected to materially adversely affect the level of Net Port Revenues, no
assurance can be given that such risks will not materialize in the future.

Earthquake Risk

There are several geological faults in the greater San Francisco Bay Area that have the potential
to cause serious earthquakes which could result in damage to buildings, roads, bridges, and property
within the City, including the Facilities. In addition to the San Andrcas Fault, faults that could affect the
City include the Hayward Fault and the Calaveras Fault in the central and ecastern portions of Alameda
County. Unless earthquake insurancc is available on the open market from reputable companies at a
reasonable cost, the City necd not carry earthquake insurance with respect to the Facilities. As of the date
of this Official Statement, the City has determined that carthquake insurance is not available in reasonable
amounts at reasonable costs on the open market from reputable insurance companies.
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THE 2009 PROJECT

The City expects that the significant source of Net Port Revenues available for payment of Base
Rental Payments, and therefore debt service on the Scries 2009 Bonds, will be rcvenues derived from
opcration of the Series 2009 Projcct. Sct forth below are discussions of the Serics 2009 Project, including
its construction and anticipated revenues, the various agreements relating to construction, operation and
maintcnance of the 2009 Project and the private sector participants in the 2009 Project. See also,
APPENDIX C—“THE PORT OF RICHMOND.”

Background

The Point Potrero Marine Terminal comprises Terminals 5, 6 and 7 of the Port. This terminal is
comprised of approximately 130 acres located at 1301 Canal Boulevard and has docking facilities for
vessels up to 500 feet at Terminal 5 400 fcet at Terminal 6 and 1,000 fect at Terminal 7 with berthing
depths varying from 20 to 35 feet below mean lower low water. The Point Potrero facility consists of two
2,300 foot by 135 foot concrete wharves, two 550 foot by 50 foot concrete piers, one 750 foot by 100 foot
and four 575 foot by 100 foot graving docks and two warehouses with a total of approximatcly 140,000
squarc feet for import, storage and distribution of autos, break bulk and dry bulk. This Terminal also
includes a rail connection to the BNSF Railway Company (“BNSF”) railway linc with 11 rail car spots.

In 2003, the Port, AWC and TransDcvelopment promoted Point Potrero Marine Terminal as an
automotive port of entry for Northern California. AWC is a lcading operator of automotive distribution
facilitics throughout North America, and TransDevelopment Group is a developer of specialized
transportation facitities. Customers of AWC include many of the largest auto manufacturers, railroads,
ports and pther transportation carriers.

In early 2004, GLOVIS America, a logistics company and member of the Hyundai Kia
Automotive Group, sclected the Port as its new port of entry. At the same time the City entered into a
lcase agreement with AWC for the operation on City property of an auto importation business, which
handles upwards of 100,000 automobiles per year arriving on ships from South Korea.

The Operating Lease is an amendment of the existing lcase agreement with AWC to include
additiona] operations that will handle upwards of 145,000 automobiles per year from Japan, GLOVIS
recently informed the Port that it will no longer ship vehicles through the Port effective July 1, 2009. See
“-Recent Developments™ below.

Description of the 2009 Project

The 2009 Project consists of (1) the construction and installation of the Terminal Project, which is
an automobile warehousing and distribution facility located at the Point Potrcro Marine Terminal at the
Port of Richmond and (ii) thc Rail Improvements. The Terminal Project will primarily consist of the
construction of rail loading tracks within the Port of Richmond, and also incorporate a variety of related
improvements including pipeline protection, port roadway rcalignment, fire and potable water services,
security fencing, employee parking areas, landscaping and repairs to the existing ship berths. The Rail
Improvements consist of the construction of rail track for the City, improvements to a storage/service yard
owncd by the City, and improvements to rail track owned by BNSF, which serve the Terminal Project.
The 2009 Project is intended for use as a West Coast port for receipt and distribution of automobiles
manufactured in Japan by Honda, and intended for sale in North America and possibly other automobiles.

27



Application of Series 2009 Bond Proceeds

The Terminal Project component of the 2009 Project will be sublcased by the City to AWC
pursuant to the Operating Lease. AWC will be responsible for construction of the Terminal Project and
its subscquent operation, The Terminal Project is the subject of the Site Lease and the Facilities Lease,
the Base Rental Payments by the City with respect to which will be applied to pay debt service on the
Series 2009 Bonds.

AWC will also be responsible for the construction of certain rail improvements (the “Rail
Improvements”) necessary for operation of the 2009 Project. Proceeds of the Taxable Serics 2009B
Bonds arc being applied primarily to finance the necessary improvements to certain rail facilities owned
by BNSF. A portion of the Series 2009A Bond proceeds will be applied to construct improvements to
certain City-owned rail facilitics which will scrve the 2009 Project. The Rail Improvements and the
related real property are not part of the property subject to the Site Lease and the Facilities Lease.

Construction of the 2009 Project

General. Pursuant to the Opcrating Lease, AWC is responsible for construction of the Terminal
Project component of the 2009 Project. The terms and conditions under which the construction is to be
performed are governed by a Work Agreement between the City and AWC which requires AWC to sclect
a primc contractor and construction manager, in both cases subject to approval by the City.
TransDevelopment Group will act as the contractor. The Work Agreement sets forth a schedule for
completion of construction of the 2009 Project by February 2010.

Pursuant to the terms and conditions of the Industry Track Agrcement and the Reimbursement
Agreement, cach to become effective on the delivery date of the Series 2009 Bonds (collectively, the
“BNSF Agrecment”), and each by and between the City and BNSF, BNSF will construct a portion of the
Rail Improvements on its property and provide continuing rail service to the Facilities. Upon completion,
the portion of the Rail Facilities on BNSF’s property will be owned by BNSF.

Environmental and other Approvals. The 2009 Project has received all necessary environmental
approvals for construction and operation cxcept for a permit from the Bay Conservation and Development
Commission, which is expected to be received during construction. Until receipt of such permit
construction work can not proceed within 100 feet of the mean high tide linc, but such constraint is not
expected to delay construction.

An environmental impact report (“EIR™) as required by the California Environmental Quality Act
(“CEQA™) was certificd by the City in December 2008. Litigation was filed challenging the EIR and was
dismissed pursuant to a scttlement in March 2009, Sec “-Litigation Affecting the 2009 Project.”

The Rail lmprovements constitute a replacement and reconstruction of existing facilities under
the CEQA, and therefore is exempt from CEQA requirements.
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The 2009 Project Agreements

Operating Lease. Pursuant to the Operating Lcase, the City lcases the Terminal Project
component of the 2009 Project to AWC. The initial term of the Operating Leasc ends on the 15th
anniversary of the date of substantial completion of the 2009 Project. The term of this Agrcement may be
extended by AWC for successive S5-year periods upon notice to the City.

The Operating Lease provides for so long as the Sertes 2009 Bonds are outstanding, AWC will,
on or before the fifteenth day following the close of cach calendar month, pay to the Trustee any
Wharfage Revenues and Storage Fees actually received by AWC during such month. AWC guarantces
that, during the period from the Eficctive Date through the MAG Commencement Date, the number of
vehicles transported to or from the Port of Richmond by vessel will average at least 3,000 vehicles per
month. Amounts due to the City under the Operating Lease will be paid directly to the Trustec.

The diagram on page 29 depicts the 2009 Project and the property which is the subject of the
Operating Leasc. The diagram also shows the Demisced Premises, which comprises the leased assct under
the Facility Lease, the base rental payments for which by the City sccure the Series 2009 Bonds. The
diagram shows approximate boundaries for purposes of illustration.

MAG Agreement. Pursuant to the MAG Agrcement, American Honda agrees to transport a
minimum of 145,000 vehicles per year through the 2009 Project, subject to certain carryover provisions in
the cvent more vehicles are delivered in a given year. Sce “THE MAG AGREEMENT.”

Operating Agreement. The Port and Translogix, L.L.C. (“Translogix”), a subsidiary of AWC,
have entcred into a Marinc Terminal Opcrating Agreement which becomes effective on the date of
issuance of the Series 2009 Bonds (the “Operating Agreement™) pursuant to which Translogix provides
administrative terminal operation and docksidc services at the 2009 Project.

Other Agreements. There are a number of ancillary agreements relating to operations and
management of the 2009 Project and related activitics and other activitics at the Point Potrero Marine
Terminal, which implement certain aspects of the financing, construction and operations plan addressed
in the Operating Leasc.

Project Participants

Information regarding the Project Participants was obtained from their respective websites and
other sources of public information believed to be reliable. However, the Authority, the City and the
Underwriter cannot and do not assume any responsibility for the accuracy or completeness of any
information contained or referred to herein regarding the business operations or financial condition of
any of the Project Participants.

Sct forth below are descriptions of the private sector companics (collectively, the “Project
Participants™) which will construct, opcrate, maintain and use the 2009 Project.

American Honda Motor Co., Inc. Amcrican Honda is a wholly-owned subsidiary of Honda
Motor Co. Ltd. (“Honda”). Honda is subject to the information requirements of the Securities Exchange
Act of 1934, and in accordance therewith files reports and other information with the Securities and
Exchange Commission (the “SEC”). Certain information, including financial information is disclosed in
certain reports and statements filed with the SEC. Such reports and statements can be inspected at the
Public Reference Room of the SEC, 450 Fifth Street, N.W., Washington, D.C. 20549; and the offices of
The New York Stock Exchange, Inc., 20 Broad Strect, New York, New York 10005. Copies of such
reports and statements can be obtained from the Public Reference Scction of the SEC at 450 Fifth Street,
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N.W., Washington, D.C. 20549, at prescribed rates or from the SEC Web site at: http:// www.sec.gov.
There is no guarantee by Honda of American Honda’s obligations under the MAG Agreement.

Anrto Warehousing Co. Auto Warchousing Co., a privately-owned Washington corporation
whose business commenced in 1962 and the largest full-service automobile processor in North America,
is involved in the transportation and processing of millions of vehicles per year. AWC opcrates 24
port/plant/rail distribution locations, including the existing facility at the Port, which it has operated since
its inception in 2004. Clients of AWC currently include the three United States domestic automakers as
well as Honda, Hyundai Isuzu, Suzuki, Mazda, Mitsubishi and Kia. As a privately-owned company, the
financial statements of AWC are not publicly available.

TransDevelopment Group. Under the Work Agreement, TransDevelopment Group has agreed to
construct the Terminal Project component of the 2009 Project for acquisition by the City.

TransDevclopment Group is a developer of specialized transportation facilities for shippers and
carriers in the rail, highway and marinc cargo industrics. The Company has developed a substantial
number of projects in North America, South Korea and Great Britain.

Customers include the largest auto manufacturers, railroads, ports and other transportation
carriers.  Since its founding in 1987, TransDevelopment has completed more than 80 large-scale
development projects and 300 consulting engagements and study initiatives.

TransDevelopment has worked with the Port since 2003 and was responsiblc for the facility
planning, entitlements and permit approvals, design and engineering, and construction of the
GLOVIS/Hyundai Kia facility at the Port which commenced construction 2004 and operation in 2005.
Sce “—Background.”

The Series 2009 Bonds are not Obligations of the Project Participants

Although AWC is the lessce under the Operating Lease and American Honda has agreed to
provide a minimum annual guarantee under the MAG Agreement, neither company has any obligation for
payment of debt service on the Series 2009 Bonds.

Recent Developments

GLOVIS recently informed the Port that as of July 1, 2009 it will no longer bring new units
through thc Port. Previously delivered vehicles will continue to be processed at the Port by AWC, with
all vehicles expected to be shipped from the Port by mid-FY09/10. The City has begun identifying
sources for new revenue to utilize the capacity freed up by the departure of GLOVIS. The City and AWC
are in preliminary discussions with potential new customers but no agreements have been reached and no
assurance can be given that any of these potential new customers will use the Port. However, the City
estimates that processing units from new customers can begin as early as April 2010, at a rate of 50,000
per year,
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Litigation Affecting the 2009 Project

On December 18, 2008, Fred H. Arm, an individual living in the City (the “Petitioner™), filed a
petition for a writ of mandate (4rm v. City of Richmond, Contra Costa Superior Court Case Number
No. 8-2022) (a court order to a governmental agency to follow the law by correcting prior actions or
ccasing illegal acts) against the City, AWC, Amcrican Honda and others involved in the 2009 Project
under CEQA. The lawsuit challenged the certification by the City of the EIR prepared with respect to the
2009 Project on the grounds that various cnvironmental impacts were insufficiently analyzed, an
insufficient range of alternatives were considered and inadequate mitigation measures were proposed,
among other matters. The lawsuit sought an order staying all 2009 Project approvals and the 2009
Project.

Pursuant to the terms of thc Honda Port of Entry Project Scttlement and Release Agreement
entered into as of March 30, 2009 (the “Settlement Agrecement”) by and between the Petitioncr, the City,
AWC, American Honda, Translogix LLC and TransDevelopment Group, the parties agreed to dismiss the
lawsuit with prejudicc. The Settlement Agreement requires, among other things, that the Port cstablish
and appoint a seven-member Clean Air Action Plan Advisory Board (the “Advisory Board”) to make
recommendations to the City and the Port on development of a clean air action ptan. The Petitioner and
six other voluntcer members are appointed and scrve at the discretion of the Executive Director of the
Port. The City does not belicve that the Advisory Board and any recommendations it makes with respect
to construction or operation of the 2009 Project will materially adversely affect the operations of the 2009
Project or the revenues cxpected to be derived thercfrom or the City’s ability to make Base Rental
Payments with respect to the Terminal Project.

ESTIMATED SOURCES AND USES OF FUNDS

The estimated sources and uses of funds in connection with the financing are set forth in the
following table:

Series 2009A Taxable Series 2009B Total
Sources of Funds
Principal Amount of Serics 2009 Bonds $26,830,000.00 $20,280,000.00 $47.110,000.00
Less: Original Issue Discount 0 (209,189.30) (209.189.30)
TOTAL SOURCES $26,830,000.00 £20,070,810.70 $46,900,810.70

Uses of Funds

Deposit into Project Account $22,630,100.00 $14,230,000.00 $36,860,100.00
Deposit into Reserve Fund 2,683,000.00 2,028,000.00 4,711,000.00
Deposit into Capitalized Interest Subaccount 982,390.87" 3,348,056.63% 4,330,447.50
Costs of Issuance™ 534.509.13 464.754.07 999.263.20

TOTAL USES $26,830,000.00 $20,070,810.70 $46,900,810.70

(Y]
)
&)

Represents capitalized interest on the Scrics 2009A Bonds through March 31, 2010,
Represents capitalized interest on the Taxable Series 2009B Bonds through July 1, 201 1.

Includes fees and expenses of Bond Counsel, Disclosure Counsel and the Financial Advisor, the Underwriter’s discount,

initial fees of the Trustee, title company fees, rating agency fees, printing costs and other miscellaneous costs, For details
regarding the Underwriter’s discount for each of the Series 2009 Bonds, see “UNDERWRITING.”
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Bonds.

Payment
Date
January 1, 2010

July 1, 2010
January 1, 2011
July 1, 2011
January 1, 2012
July 1, 2012
January 1, 2013
July 1, 2013
January 1. 2014
July 1, 2014
January 1, 2015
July 1, 2015
January 1, 2016
July 1, 2016
January 1, 2017
July I, 2017
January 1, 2018
July 1, 2018
January 1, 2019
July 1, 2019
January 1, 2020
July 1, 2020
January 1, 2021
July 1, 2021
January 1, 2022
July 1, 2022
January 1, 2023
July 1, 2023
January 1, 2024
July 1,2024
ToTAL

DEBT SERVICE SCHEDULE

Set forth below arc the principal, interest and total debt service requirements for the Scries 2009

Series 2009A Bonds Taxable Series 20098 Bonds

Principal Interest Total Principal Interest Total
- $740,619.79 $740,619.79 - $709,080.38 $709,080.38
- £38,437.50 838,437.50 - 802,732.50 802,732.50
- 838,437.50 838.437.50 - 802,732.50 802,732.50
- £38.437.50 838.437.50 - 802,732.50 802,732.50
- 238,437.50 838,437.50 - 802,732.50 802,732.530
- 838,437.50 838,437.50 - 802,732.50 802,732.50
- 838,437.50 838,437.50 - 802,732.50 802,732.50
- 838,437.50 838,437.50  $2,405,000 802,732.50 3,207,732.50
- 838,437.50 838.437.50 - 726,975.00 726,975.00
- 838,437.50 838,437.50 2,450,000 726,975.00 3,176,975.00
- 838,437.50 838,437.50 - 647,350.00 647,350.00
- 838,437.50 $38,437.50 2,610,000 647,350.00 3,257,350.00
- 838.437.50 838.,437.50 - 537.806.25 537.806.25
- 838,437.50 838,437.50 2,830,000 537.806.25 3,367,806.25
- 838,437.50 838,437.50 - 419,031.25 419,031.25
- 838,437.50 838,437.50 3,065,000 419.031.25 3.484,031.25
- 838,437.50 838,437.50 - 290,387.50 290,387.50
- 838,437.50 838.437.50 3,320,000 290,387.50 3,610,387.50
- 838,437.50 838,437.50 - 151,031.25 151,031.25
- 838,437.50 838,437.50 3,600,000 151,031.25 3,751,031.23
- 838.437.50 838,437.50 - - -
$3,905,000 838,437.30 4,743,437.50 - - -
- 716,406.25 716,406.25 - - -
4,150,000 716,406.25 4.866,406.25 - - -
- 586,718.75 586,718.75 - - -
4,405,000 586,718.75 4.991,718.75 - - -
- 449 062.50 449.062.50 - - -
4,685,000 449 062.50 5,134,062.50 - - -
- 302,656.25 302,656.25 - - -
9.685.000 302.656.25 9.987.656.25 - - -
$26,830,000 $22,457,494.79 $49,287.494.79 $20,280,000 S$11,873,370.38 $32,153,370.38

THE AUTHORITY

Total
33,090,870. 1;
3,282,340.06
3,282,340.06
5,687,340.06
5,580,825.06
5,581,575.06
5,582,487.56
5,579,937.55
5,577,650.06
5,578,937.56
5,581,875.06
5,582,8!2.55
5,578,437.56
5,583,125.06

10,290.312.50

A A LTS LA

$81,440,865.17

The Richmond Joint Powers Financing Authority was formed pursuant to the provisions of
Articles 1 and 4 of Chapter 5 of Division 7 of Title [ of the Government Code of the State and a Joint
Exercise of Powers Agreement, dated December 1, 1989 (the “Joint Powers Agreement”) by and between
the City and the Redevelopment Agency of the City of Richmond. The Authority was formed to assist
the City in the financing of public capital improvements. The Authority presently acts as lessor for the
Facilities, as well as the issuer in other City financings. The Authority functions as an independent entity
and its policies are determined by a governing board that consists of the members of the City Council.
The Authority has no employees and all staff work is done by the City staff or by consultants to the
Authority,
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The current officers of the Authority are sct forth below and are also the City Manager of the
City, the Director of Finance and Treasurer of the City, and the City Clerk of the City, respectively.

Officers
Wilham A. Lindsay, Executive Director
James C. Goins, Trcasurer/Auditor
Dianc Holmes, Secretary

Pursuant to the Act, the Authority is authorized to issue bonds for the purpose of financing,
refinancing or providing reimbursement for costs incurred in connection with the construction, expansion,
remodcling, renovation, furnishing, equipping or acquisition of public capital improvements of public
entities. The Act provides for the issuance of revenuc bonds of joint excrcisc of powers authorities, such
as the Authority, to be repaid from the proceeds of certain public obligations, such as the Facilitics Leasc.
The intent of the California legislature, as stated in the Act, is to assist in the reduction of local borrowing
costs, help accelerate the construction, repair, and maintenance of public capital improvements, and
promote greater use of existing and new financial instruments and mechanisms such as bond pooling by
local agencies.

THE CITY
Gencral

The City is located 16 miles northeast of San Francisco on the western shore of Contra Costa
County (the “County”), occupies 33.7 square miles of land area on a peninsula that separates the San
Francisco Bay from San Pablo Bay, and spans 32 miles of shoreline. The City is an important oil
refining, industrial, commercial, transportation, shipping and government center. The City is governed by
the City Council, consisting of a Mayor and six other council members. The size of the City Council was
reduced to seven members (including the Mayor) from ninc members (including the Mayor) commencing
with the November 2008 gencral clection. The City is a charter ¢ity, which means the City, through its
charter (the “Charter”), may rcgulate municipal affairs, subject only to restrictions and limitations
provided in the Charter; in matters other than municipal affairs, the City is subject to State law. The City
provides a full range of scrvices contemplated by statute or the Charter, including those functions
delegated to citics under State law.

Certain information concemning the City is set forth in APPENDIX A-“CERTAIN FINANCIAL,
ECONOMIC AND DEMOGRAPHIC INFORMATION REGARDING THE CITY OF RICHMOND.” The City’s
audited financial statements for the fiscal year ending Junc 30, 2008 arc set forth in APPENDIX B-
“AUDITED FINANCIAL STATEMENTS OF THE CITY OF RICHMOND, FISCAL YEAR 2007-08.”

THE PORT
General

Richmond has 32 miles of shoreline along the northern and eastern reaches of San Francisco Bay.
The Port facilities arc located on approximately 600 acres of land immediately adjacent to the Richmond
harbor channels. The City owns approximately 200 acres landside, which include five City-owned
terminals.

There are five City-owned terminals and five dry docks. These tenant operated terrninals handle

a wide range of liquid commodities, automobiles, steel products and other diversified cargoes. The Port

of Richmond also encompasses 11 privately-owned terminals handling bulk liquid, dry bulk materials,
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mctals, and break-bulk cargoes. The largest privatcly-owned and operated terminal in terms of volume is
the Chevron terminal which handles more than 20.8 million metric tons of gencral, liquid and dry bulk
commoditics each year. The Port of Richmond docs not charge any wharfage or dockage fees for cargo
loaded or unloaded at the privately owned terminals.

The 2009 Project comprises Terminals 5, 6 and 7 and adjacent rail facilities.

The Port of Richmond is a public enterprise fund cstablished by the City and is administered as a
department of the City. Operations include the marinc terminal facilities and commercial property
rentals.

Additional Information

Certain information conccrning the Port is set forth in APPENDIX C—“THE PORT OF RICHMOND.”
The audited financial statements for the Port for Fiscal Year ended June 30, 2008 are set forth in
APPENDIX B—“AUDITED FINANCIAL STATEMENTS OF THE PORT OF CITY OF RICHMOND, FISCAL YEAR
2007-08.”

CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND APPROPRIATIONS
Article X11I A of the State Constitution

Article XIII A of the State Constitution, known as Proposition 13, was approved by California
voters in June 1978. Section 1(a) of Article XIiI A limits the maximum ad valorem tax on rcal property
to one percent of “full cash value,” and provides that such tax shall be collected by the counties and
apportioned according to State law. Section 1(b) of Article XIII A provides that the one percent
limitation does not apply to ad valorem taxes to pay interest or redemption charges on (1) indebtedness
approved by the voters prior to July 1, 1978, (2) any bonded indebtedness for the acquisition or
improvement of real property approved on or after July 1, 1978, by two-thirds of the votes cast by the
volers voting on the proposition, or (3) bonded indebtedness incurred by a school district or community
college district for the construction, reconstruction, rehabilitation or replacement of school facilities or the
acquisition or lease of real property for school facilities, approved by 55% of the voters of the district, but
only if certain accountability measures are included in the proposition.

Section 2 of Article XIIT A defines “full cash value” to mean the county assessor’s vaiuation of
real property as shown on the 1975-76 fiscal year tax bill or, thereafter, the appraiscd value of real
property when purchased, newly constructed, or a change in ownership has occurred. The full cash value
may be adjusted annually to reflect inflation at a rate not to exceed two percent per year, or to reflect a
reduction in the consumer price index or comparable data for the area under taxing jurisdiction, or may be
reduccd 1n the event of declining property value caused by substantial damage, destruction or other
factors. Legislation enacted by the State Legislature to implement Article XIII A provides that,
notwithstanding any other law, local agencies may not levy any additional ad valorem property tax except
to pay debt scrvice on indebtedness approved by the voters as described above. Such legislation further
provides that each county will levy the maximum tax permitted by Article XIII A, which is $1.00 per
$100 of taxable value.

Since its adoption, Article XIIl A has been amended a number of times. These amendments have
creatcd a number of exceptions to the requirement that property be asscssed when purchased, newly
constructed or a change in ownership has occurred. Thesc exceptions include certain transfers of real
property between family members, certain purchases of replacement dwellings for persons over age 55
and by property owners whose original property has been destroyed in a declared disaster, and certain
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improvements to accommodate disabled persons and for scismic upgrades to property. These
amendments have resulted in marginal reductions in the property tax revenues of the City.,

Both the California Statc Supreme Court and the United States Supreme Court have upheld the
vahdity of Article XIII A.

Article XIII B of the State Constitution

In addition to the limits Article XIII A imposes on property taxcs that may be collected by local
governments, certain other revenues of the State and most local governments are subject to an annual
“appropriations limit” imposed by Article XIII B of the State Constitution, which limits the amount of
revenues that government entities are permitied to spend. Article XITT B, approved by California voters in
June 1979, was modified substantially by Proposition 111 in 1990. The appropriations limit of each
government entity applies to “procceds of taxes,” which consist of tax revenues, state subventions and
certain other funds, including proceeds from regulatory licenses, user charges or other fees to the cxtent
that such proceeds exceed “the cost reasonably borne by such entity in providing the regulation, product
or service.” “Procecds of taxes™ excludes tax refunds and some benefit payments such as unemployment
insurance. No limit is imposed on appropriations of funds which are not “proceeds of taxes,” such as
rcasonable user charges or fees, and certain other non-tax funds.

Article XII B also does not limit appropriation of local revenues to pay debt service on bonds
existing or authorized by January 1, 1979, or subsequently authorized by thc voters, appropriations
required to comply with mandates of courts or the federal governinent, appropriations for qualified capital
outlay projects, and appropriation by the State of revenues derived from any increase in gasoline taxes
and motor vchicle weight fees above January 1, 1990 levels. The appropriations limit may aiso be
exceeded in cases of cmergency; however, the appropriations limit for the three years following such
emergency appropriation must be reduced to the extent by which it was exceeded, unless the emergency
arises from civil disturbance or natural disaster declared by the Governor, and the expenditure is approved
by two-thirds of the legislative body of the local government.

The State and each local government entity has its own appropriations limit. Each year the limit
is adjusted to allow for changes, if any, in the cost of living, the population of the jurisdiction, and any
transfer to or from another government entity of financial responsibility for providing services.
Proposition 111 requires that cach governmental entity’s actual appropriations be tested against its limit
every two years. If the aggregate “proceeds of taxes” for the preceding two-year period exceeds the
aggregate limit, the cxcess must be returned to such entity’s taxpayers through tax rate or fec reductions
over the following two years.

The City has estimated that for the 2008-09 Fiscal Year, permitted appropriations of “procecds of
taxes” are limited to $268,310,951, and the City’s budgeted appropriations from the proceeds of taxes for
the Fiscal Year 2008-09 are $145,494,025.

Articles XIII C and XIII D of the State Constitution

On November 3, 1996, the voters of the State approved Proposition 218 — the “Right to Votc on
Taxes Act.” Proposition 218 added Articles XIII C and XIII D to the State Constitution, which affect the
ability of local governments, including cities, to impose new, or increase or extend cxisting, taxes,
assessments, fees and charges. Proposition 218 became effective on November 6, 1996, although
application of some of its provisions was deferred until July 1, 1997,

Article XIII C requires that all new local taxes be submitted to the electorate for approval before
such taxes becomes cffective. General taxes imposed for general governmental purposes of the City
require a majority vote and special taxes imposed for specific purposes (even if deposited in the general
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fund) require a two-thirds vote. The voter approval requirements of Article XIII C reduce the flexibility
of local governments to deal with fiscal problems by raising revenue through new, extended or increased
taxes. No assurance can be given that the City will be able to raise taxes in the future to meet increased
expenditure requircments.

Under Proposition 218, the City can only continue to collect taxes that were imposed after
January 1, 1995 if they were approved by voters by November 6, 1998. Any tax levied by the City
subject to such approval has been cither authorized in accordance with Proposition 218 or discontinued.

Among other things, Section 3 of Article XIII C states that . . . the initiative power shall not be
prohibited or otherwise limited in matters of reducing or repealing any local tax, asscssment, fec or
charge.” Abscnt the application of other legal authority, Scction 3 of Article XIIT C could result in a local
initiative measure to retroactively reduce or repeal the Assessment.

Such initiative power could be subject to the limitations imposed on the impairment of contracts
under the contract clause of the United States Constitution. Additionally, the Proposition 218 Omnibus
Implementation Act epacted in 1997 to prescribe specific procedures and parameters for local
jurisdictions in complying with Article XIII C and Article XI1I D (“SB 919”) provides that the initiative
power provided for in Proposition 218 “shall not be construed to mean that any owner or beneficial owner
of a municipal security, purchased before or after (the effective date of Proposition 218) assumes the risk
of, or in any way consents to, any action by initiativc measure that constitutes an impairment of
contractual rights™ protected by the United States Constitution. However, no assurance can be given that
the voters within the City will not, in the future, approve an initiative that reduces or repcals local taxes,
assessments, fees or charges or what limitations, if any, future court decisions may place on the initiative
power granted under Article X111 C.

The City raises a portion of its revenues from various local taxes which could be reduced by
initiative under Article XIII C. “Assessment,” “fee” and “charge” ar¢ not defined in Article X1II C and it
is not clear whether the definitions of these terms in Article X11I D (which are generally property-related,
as described below) would be applicd to Article XII1 C. However, on July 24, 2006, the California
Supreme Court ruled in Bighorn-Desert View Water Agency v. Virjil (Kelley) that charges for ongoing
water delivery are property related fees and charges within the meaning of Article XIII D and are also
fees or charges within the meaning of Section 3 of Article XII1 C.

With respect to generat obligation bonds that may be issued (but none are currently issued) by the
City, the State Constitution and the laws of the State impose a duty on the County Board of Supervisors to
levy a property tax sufficient to pay debt service coming due in each year; the initiative power cannot be
used to reduce or repeal the authority and obligation to levy such taxes which are pledged as security for
payment of general obligation bonds or to otherwise interfere with performance of the duty of the City
with respect to such taxes which are pledged as security for payment of thosc bonds.

Article XIII D contains several provisions making it generally more difficult for local agencies,
such as the City, to levy and maintain “assessments™ for local services and programs. “Assessment” is
defined to mcan any levy or charge upon real property for a special benefit conferred upon real property,
and expressly includes standby charges. Article XIII D also includes new provisions affecting “fees™ and
“charges,” defined for purposes of Article XIII D to mean “any levy other than an ad valorem tax, a
special tax, or an assessment, imposed by a county upon a parcel or upon a person as an incident of
property ownership, including a user fee or charge for a property related service.” All new and existing
property related fees and charges must conform to specific requirements and prohibitions set forth in
Article XIII D. Further, before any property related fee or charge may be imposed or increased, writien
notice must be given to the record owner of each parcel of land affected by such fee or charge. The City
must then hold a hearing upon the proposed imposition or increase, and if written protests against the
proposal are presented by a majority of the owners of the identified parcels, the City may not impose or
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increase the fee or charge. Morcover, except for fees or charges for sewer, water and refuse collection
services (or fees for clectrical and gas service, which are not treated as “property rclated” for purposes of
Article X111 D}, no property rclated fee or charge may be imposed or increascd without majority approval
by the property owners subject to the {ee or charge, or, at the option of the local agency, two-thirds voter
approval by the clectorate residing in the affected arca.

The City cannot predict the future impact of Proposition 218 on the finances of the City, and no
assurance can be given that Proposition 218 will not have a material adverse impact on the City’s
revenucs. The interpretation and application of Proposition 218 will ultimately be dctermined by the
courts with respect o a number of the matters discussed above, and it is not possible at this time to predict
with certainty the outcome of such determination.

Statutory Limitations

On November 4, 1986, California voters adopted Proposition 62, a statutory initiative which,
among other matters, requires (i) that any tax for general governmental purposes imposed by local
governmental entities be approved by a majority vote of the voters voting in an election on the issue,
{11) that any special tax {defined as taxes levied for other than gencral governmental purposes) imposcd by
a local governmental entity be approved by a two-thirds vote of the voters voting in an clection on the
issue, and (iii) that the revenues from a special tax be used for the purposes or for the services for which
the special tax was tmposed.

On September 28, 1995, the California Supreme Court filed its decision in Santa Clara County
Local Transportation Authority v. Guardino, 11 Cal. 4th 220 (1995), which upheld a Court of Appeal
decision invalidating a one-half cent countywide sales tax for transportation purposes levied by a local
transportation authority. The California Supreme Court based its decision on the failure of the authority
to obtain a two-thirds votc for the levy of a “special tax™ as required by Proposition 62. The Santa Clara
decision did not address the question of whether or not it should be applied retroactively.

In mid-2001, the California Supreme Court issued its decision in Howard Jarvis Taxpayers
Association et al v. City of La Habra, 25 Cal. 4th 809 (2001), in which it concluded, in part, that if a tax is
illegal, the statute of limitations applicable thereto begins to run anew with each collcction of that tax.

Proposition 62 as an initiative statute does not have the same level of authority as a constitutional
initiative, but is analogous to legislation adopted by the Statc Legislature, except that it may be amended
only by a vote of the State’s clectorate. Since the passage of Proposition 218, however, certain provisions
of Proposition 62 (e.g., voter approval of taxes) are governed by the State Constitution. For a discussion
of taxes affected by Proposition 218 see “Articles X1l C and XIiI D of the California Constitution”
above.

If a court determined that a jurisdiction imposed a tax in violation of Proposition 62,
Proposition 62 would require that the portion of the 1% gencral ad valorem property tax levy allocated to
that jurisdiction be reduced by $1 for every $1 in revenuc attributable to the tax for cach year that the tax
had been collected.,

Proposition 1A

Proposition 1A, proposcd by the State Legislature in connection with the 2004-05 Budget Act,
approved by the voters in November 2004 and generally effective in Fiscal Year 2006-07, provides that
the State may not reduce any local sales tax rate, limit existing local government authority to levy a sales
tax rate or change the allocation of local sales tax revenues, subject to certain exceptions. Proposition 1A
generally prohibits the State from shifting to schools or community colleges any share of property tax
revenues allocated to local governments for any fiscal year, as set forth under the laws in effect as of
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November 3, 2004. Any changc in the allocation of property tax revenucs among local governments
within a county must bc approved by two-thirds of both houses of the Legislature. Proposition 1A
provides, however, that beginning in Fiscal Year 2008-09, the Statc may shift to schools and community
colleges up to 8% of local government property tax revenues, which amount must be repaid, with interest,
within three years, it the Governor proclaims that the shift is nceded duc to a severe state financial
hardship, the shift is approved by two-thirds of both houses and certain other conditions are met. The
State may also approve voluntary exchanges of local sales tax and property tax revenues among local
governments within a county. Proposition 1A also provides that if the State reduces the vehicle license fec
rate currcntly in cffect, 0.65 pereent of vehicle value, the State must provide local governments with cqual
replacement revenues.  Further, Proposition 1A requires the State, beginning July I, 2005, to suspend
State mandates affecting cities, counties and special districts, excepting mandates relating to cmployee
rights, schools or community colleges, in any year that thc State does not fully reimburse local
governments for their costs to comply with such mandates.

Proposition 1A may result in increased and more stable City revenues. The magnitude of such
increase and stability is unknown and would depend on future actions by the State. However,
Proposition 1A could alse result in decreased resources being available for State programs. This
reduction, in turn, could affect actions taken by the State to resolve budget difficulties. Such actions
could include increasing State taxes, decreasing spending on other State programs or other action, some
of which could be adverse to the finances of the City.

In response to thc worsening fiscal situation confronting the State, the Governor has proposed
borrowing local property tax receipts from local governments. See APPENDIX A—“CERTAIN FINANCIAL,
ECONOMIC AND DEMOGRAPHIC INFORMATION REGARDING THE CITY OF RICHMOND-FINANCIAL
OPERATIONS-State Budget-Impact of State Budget upon the City.”

Future Initiatives

Article XIIT A, Article XIII B, Article XIII C, Article XIII D of the Statc Constitution and the
statutes added by Proposition 62 and Proposition 1A were each adopted as measures that qualificd for the
ballot pursuant to the State’s initiative process. From time to time, other initiative measures could be
adopted, which may place further limitations on the ability of the State, the City or local districts to
increase revenues or to increase appropriations which may affect the City’s revenues or its ability to
expend its revenues.

LEGAL MATTERS

The validity of the Serics 2009 Bonds and certain other legal matters are subject to the approving
opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel. A complete copy of the proposed form of
Bond Counscl opinion for the Series 2009 Bonds is contained in APPENDIX F, hercto. Bond Counsel
undertakes no responsibility for the accuracy, completencss or faimess of this Official Statement. Certain
legal matters will be passed upon for the Authority and the City by the City Attorney and for the
Authority, the City and the Underwriter by Lofton & Jennings, San Francisco, California, Disclosure
Counsel.

The compensation of Bond Counsel and Disclosure Counse! is contingent upon issuance and
delivery of the Scries 2009 Bonds.
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LITIGATION
General

No litigation is pending or threatened (i) to restrain or ¢njoin the issuance or sale of the Series
2009 Bonds; or (ii) questioning or affecting the validity of any of the proceedings for the authorization,
salc, execution or delivery of the Serics 2009 Bonds.

Authority

There is no litigation pending, or to the knowledge of officials of the Authority, threatened
against or affecting the Authority, which will materially adversely affect the financial position or results
of operations of the Authority.

City

The City is involved in certain other litigation and disputes incidental to its operations. Based
upon information presently available, the City Attorney believes that there are substantial defenses to
such litigation and disputes and that, in any event, any ultimate liability in excess of applicable insurance
coverage resuiting therefrom will not materially adversely affect the financial position or results of
operations of the City.

TAX MATTERS

In the opinion of Orrick, Herrington & Suicliffec LLP, Bond Counsel to the Authority, based upon
cxisting laws, regulations, rulings and court decisions, and assuming, among other matters, the accuracy
of certain representations and compliance with certain covenants, interest on the Serics 2009A Bonds is
excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue
Code of 1986 (the “Code™), except that no opinion is expressed as to the status of interest on any Serics
2009A Bond for any period that such Scries 2009A Bond is held by a “substantial user” of the facilities
financed or refinanced by the Serics 2009A Bonds or by a “rclated person” within the meaning of
Section 147(a} of the Code. In the further opinion of Bond Counsel, interest on the Series 2009A Bonds
15 not a specific preference item for purposes of the tederal individual and corporate alternative minimum
taxes, nor is it included in adjusted current earnings when calculating corporate alternative minimum
taxable income. Bond Counsel is also of the opinion that intcrest on the Series 2009A Bonds and the
Taxable Serics 2009B Bonds is exempt from State of California personal income taxes. Interest on the
Taxable Series 2009B Bonds is not excluded from gross income for federal income tax purposes under
Section 103 of the Code. A complete copy of the proposed form of opinion of Bond Counsel is set forth
in APPENDIX F hereto.

To the extent the i1ssue price of any maturity of the Series 2009A Bonds is less than the amount to
be paid at maturity of such Series 2009A Bonds (excluding amounts stated to be interest and payable at
least annually over the term of such Series 2009A Bonds), the difference constitutes “original issuc
discount,” the accrual of which, 1o the extent properly allocable to each Beneficial Owner thercof, is
treated as interest on the Series 2009A Bonds which is excluded 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 Series 2009A Bonds is the first price at which a substantial amount of such maturity of the
Series 2009A Bonds is sold to the public (excluding bond houses, brokers, or similar persons or
organizations acting in the capacity of underwriters, placement agents or wholesalers). The original issuc
discount with respect to any maturity of the Serics 2009A Bonds accrues daily over the term to maturity
of such Series 2009A Bonds on the basis of a constant interest rate compounded semiannually (with
straight-linc interpolations between compounding dates). The accruing original issue discount is added to
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the adjusted basis of such Series 2009A Bonds to dctermine taxable gain or loss upon disposition
{including sale, redemption, or payment on maturity) of such Series 2009A Bonds. Bencficial Owners of
the Bonds should consult their own tax advisors with respect to the tax consequences of ownership of
Series 2009A Bonds with original issue discount, including the trcatment of Beneficial Owners who do
not purchase such Serics 2009A Bonds in the original offering to the public at the first price at which a
substantial amount of such Series 2009A Bonds is sold to the public.

Series 2009A Bonds purchased, whether at original 1ssuance or otherwise, for an amount higher
than thetr principal amount payable at maturity {or, in some cases, at their earlier call date) (“Premium
Bonds™} will be trcated as having amortizable bond premium. No deduction is allowable for the
amortizable bond premium in the casc 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 allocable to such Beneficial 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.

The Code imposes various restrictions, conditions and requirements relating to the exclusion from
gross income for federal income tax purposes of interest on obligations such as the Series 2009A Bonds.
The Authority and the City have made certain representations and covenanted to comply with certain
restrictions, conditions and requirements designed to ensure that interest on the Series 2009A Bonds will
not be included in federal gross income. Inaccuracy of these representations or failure to comply with
thesc covenants may rcsult in intercst on the Series 2009A Bonds being included in gross income for
federal income tax purposes, possibly from the date of onginal issuance of the Series 2009A Bonds. The
opinion of Bond Counscl assumes the accuracy of thesc representations and compliance with these
covenants. Bond Counsel has not undertaken to detcrmine (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 Series 2009A Bonds may adversely affect the valuc
of, or the tax status of interest on, the Series 2009A Bonds. Accordingly, the opinion of Bond Counsel is
not intended to, and may not, be relicd upon in connection with any such actions, events or matters.

Although Bond Counsel is of the opinion that interest on the Series 2009A Bonds is excluded
from gross income for federal income tax purposes, and interest on the Serics 2009A Bonds and the
Taxable Series 2009B Bonds is exempt from Statc of California personal income taxes, the ownership or
disposition of, or the accrual or receipt of interest on, the Series 2009 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 interest on the Scries 2009A Bonds to be subject, directly or indirectly, to federal incomc taxation
or interest on the Series 2009 Bonds to be subject to or exempted from statc income taxation, or otherwise
prevent Beneficial Owners from realizing the full current benefit of the tax status of such interest. The
introduction or enactment of any such future legislative proposals, clarification of the Code or court
decisions may also affect the market price for, or marketability of, the Series 2009 Bonds. Prospective
purchasers of the Series 2009 Bonds should consult their own tax advisors regarding any pending or
proposed federal or state tax legislation, regulations or litigation, as to which Bond Counscl expresses no
opinion.

The opinion of Bond Counsel is based on current legal authority, covers certain matters not
directly addressed by such authorities, and represents Bond Counsel’s judgment as to the proper treatment
of the Series 2009A Bonds for federal income tax purposes. It is not binding on the Internal Revenue
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Service (“IRS™) or the courts. Furthermore, Bond Counsel cannot give and has not given any opinion or
assurance about the future activitics of the Authority or the City, or about the effect of future changes in
the Codc, the applicable regulations, the interpretation thereof or the enforcement thereof by the IRS. The
Authority and the City have covenanted, however, 10 comply with the requirements of the Code.

Defeasance of any Taxable Scries 20098 Bond may result in a reissuance thereof, in which event
a holder will recognize taxable gain or loss equal to the diffcrence between the amount realized from the
sale, exchange or retirement (less any accrued qualified stated interest which will be taxable as such) and
the holder’s adjusted tax basis in the Taxable Scries 2009B Bond.

Bond Counsel’s engagement with respect to the Series 2009 Bonds ends with the issuance of the
Series 2009 Bonds, and, unless separatcly cngaged, Bond Counsel is not obligated to defend the
Authority, the City or the Beneficial Owners regarding the tax-cxempt status of the Serics 2009A Bonds
in the event of an audit examination by the IRS. Under current procedures, partics other than the
Authonty, the City and their appointed counscl, including the Beneficial Owners, would have little, if
any, right to participate in the audit examination process. Moreover, becausc achieving judicial review in
connection with an audit ¢xamination of tax-exempt bonds is difficult, obtaining an independent review
of IRS positions with which the Authority and the City legitimatcly disagrce, may not be practicable.
Any action of the IRS, including but not limited to selection of the Series 2009A Bonds for audit, or the
course or result of such audit, or an audit of bonds presenting similar tax issues may affect the market
price for, or the marketability of, the Series 2009A Bonds, and may cause the Authority, the City or the
Beneficial Owners to incur significant expense.

FINANCIAL ADVISOR

The Authority has retained Tamalpais Advisors, Inc., Sausalito, California, as Financial Advisor
(the “Financial Advisor”) in comnection with the exccution and delivery of the Series 2009 Bonds and
certain other financial matters. The Financial Advisor is not obligated to undertake, and has not
undertaken fo makc an independent verification of the accuracy, completeness or fairncss of the
information contained in this Official Statement. The Financial Advisor is an independent advisory firm
and is not engaged in the busincss of underwriting, trading or distributing municipal securitics or other
negotiable instruments. Payment of the fees and expenses of the Financial Advisor is contmgent upon the
sale and delivery of the Series 2009 Bonds. i

s

RATING

Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies, Inc. (“S&P™),
has assigned the rating of “A” to the Series 2009 Bonds. This rating reflects only the view of S&P, and
an explanation of the significance of such rating may be obtained only from S&P. The Authority and the
City fumnished to S&P certain information and materials. Any cxplanation of the significance of such
rating may be obtained from S&P as follows: Standard & Poor’s, 55 Water Street, New York, New York
10041. Generally, rating agencies base their ratings on such information and materials so furnished and
on investigations, studies and assumptions made by them. Therc is no assurance that such rating will
continue for any given period of time or that they will not be revised downward or withdrawn entircly by
such rating agency, if in its judgment, circumstances so warrant. The Authority and the City undertake no
responsibility either to notify the Owners of the Series 2009 Bonds of any revision or withdrawal of the
rating (other than as set forth in the Continuing Disclosure Agreement) or to oppose any such revision or
withdrawal. Any such downward revisions or withdrawal of such rating may have an adverse effect on
the market pricc of the Series 2009 Bonds. -
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UNDERWRITING

The initial offering prices stated on the inside cover of this Official Statement may be changed
from timc to time by RBC Capital Markets Corporation {thc “Underwriter”). The Underwriter may offer
and sell the Series 2009 Bonds to certain dealers (including dealers depositing Scries 2009 Bonds into
investment trusts), dealer banks, banks acting as agent and others at prices lower than said public offering
prices.

The Underwriter has agreed, subject to certain conditions set forth in the Bond Purchase Contract
among the Authority, the City and the Underwriter, to purchase all of the Serics 2009 Bonds, subject to
certain conditions sct forth in such purchase contract.

Series 2009A Bonds

The Scries 2009A Bonds were purchased by the Underwriter at a price equal to $26,534,870.00
(which represents the principal amount of the Series 2009A Bonds less an Underwriter’s discount in the
. amount of $295,130.00).

Taxable Series 2009B Bonds

The Taxable Series 2009B Bonds were purchased by the Underwriter at a price equal to
$19,837,590.70 (which reprcsents the principal amount of the Taxable Series 2009B Bonds less an
original issu¢ discount in the amount of $209,189.30 and less an Underwriter’s discount in the amount of
$233,220.00). )

CONTINUING DISCLOSURE

The City has covenanted for the benefit of Bond Owners to provider certain financial information
and operating data relating to the City by not later than 270 days after the end of the City’s fiscal year
(presently June 30), commencing with the report for the Fiscal year ending June 30, 2009 (the “Annual
Report™), and to provide notices of the occurrence of certain enumerated events, if deemed by the City to
be material. Thc Annual Report will be filed by the City with each Nationally Recognized Municipal
Securitics Repository. The notices of material events will be filed by the City with the Municipal
Securities Rulecmaking Board. The specific nature of the information to be contained in the Annual
Report or the notices of material events is summarized below in APPENDIX E-“FORM CONTINUING
DISCLOSURE AGREEMENT.” These covenants have been made in order to assist the Underwriter in
complying with S.E.C. Rule 15¢2-12(b)(5).
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MISCELLANEOUS

Insofar as any statements made in this Official Statement involve matiers of opinion or of
cstimates, whether or not expressly stated, they are set forth as such and not as representations of fact. No
representation is made that any of such statcments made will be realized. Neither this Official Statement
nor any statement which may have been made verbally or in writing is to be construed as a contract with
the Owners of the Serics 2009 Bonds.

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

RICHMOND JOINT POWERS FINANCING
AUTHORITY

By: /s/ Gayle McLaughlin
President

CITY OF RICHMOND

By: /s/ William A. Lindsey
City Manager
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CERTAIN FINANCIAL, ECONOMIC AND DEMOGRAPHIC INFORMATION
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APPENDIX A

CERTAIN FINANCIAL, ECONOMIC AND DEMOGRAPHIC INFORMATION
REGARDING THE CITY OF RICHMOND

The City of Richmond, California (the “City™), is locatcd 16 miles northeast of San Francisco on
the western shore of Contra Costa County (the “County”), occupies 33.7 square miles of land arca on a
peninsula that separates the San Francisco Bay from San Pablo Bay, and spans 32 miles of shoreline. The
City is an important oil refining, industrial, commercial, transportation, shipping and government center.
An active redevelopment program in the downtown and waterfront areas and commercial expansion in the
City’s Hilltop area, along the Interstate 80 and Interstate 580 corridors, and along the new Richmond
Parkway have added to the tax base of the City in recent years.

MUNICIPAL GOVERNMENT
General

The City is governed by the City Council, consisting of a Mayor and six other council members.
The Mayor is elected at large for a four-year term. Council members arc elected by district for staggered
four-year terms. Thc Mayor and the council members are limited to two consccutive four-year terms. An
initiative measure passed by the voters in November 2004 reduced the size of the City Council from nine
to seven members, including the elected mayor effective January 1, 2009. The City is a charter city,
which means the City, through its charter (the “Charter™), may regulate municipal affairs, subject only to
restrictions and limitations provided in the Charter; in matters other than municipal affairs, the City is
subject to State law.

The City providces a full range of services contemplated by statute or the Charter, including those
functions delegated to citics under State law. These services include police and fire protection,
emergency response, construction and maintenance of highways, strects and infrastructure, library
services, storm water and municipal sewer systcms, wastewater treatment, port facilitics and the
administration of rccreational activities and cultural events. The City also operates a downtown parking
facility and the Richmond Memorial Convention Center.

The City has a Council-Manager form of government. The City Manager, appointed by the
Mayor and City Council, is responsible for the operation of all municipal functions except the offices of
the City Attorney, City Clerk and Investigative Appeals Officer. The officials heading thesc offices are
appointed by the City Council and carry out policies set forth by the City Council.



FINANCIAL OPERATIONS
Financial Statements

The City has prepared its audited Basic Financial Statements (referred to as General Purpose
Financial Statcments in previous ycars) in accordance with Governmental Accounting Standards Board
Statement No. 34 (GASB 34). The Basic Financial Statements provide both government-wide financial
statements with a long-term perspective on the City’s activities and the more traditional fund-based
financial statements that focus on near-term mnflows, outflows, and balances of spendable financial
resources. The government-wide financial statements report on a full accrual basis and include
comprchensive reporting of the City’s infrastructure and other fixed asscts.

The financial results for Fiscal Year 2007-08 showed an operating deficit in the General Fund for
the first time in the last five audit years. The City used somc prior available balances to increase the
number of swomn police officers and fund $5.9 million one-term expenditures to rclocate the Police
Department to improved facilities. The City also reopened cultural and recreational facilities. The
unrestricted General Fund cash balance as of June 30, 2008 was approximatcly $14.9 million compared to
approximately $30.0 million for Fiscal Year 2006-07 as shown in Table A-1 below. The total fund
balance was approximately $46.4 million as of June 30, 2008, which includes a $10 million unreserved
designated reserve for contingencies, an approximately $9.3 million of undesignated unrescrved fund
balance and $24.3 million reserved toward the entire amount of Advances to Other Funds. The net
change in the General Fund balance from Fiscal Year 2007-08 was a decrease of approximately
$8.0 million. As shown in Table A-2 below, revenues for Fiscal Year 2007-08 incrcased by
approximately 0.2%, while the City’s expenditures and transfers out increased by approximately 24.7%
over the same tirme period.

(Remainder of this Page Intentionally Left Blank)
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Table A-1 presents the City’s Audited General Fund Balance Sheet, including asscts, liabilities,
and fund cquity for the last five Fiscal Years.

ASSETS
Assets:
Cash and investments
Restricted cash and investments
Receivables:
Accounts, net
Interest
Grants
Loans
Other
Due from other funds
Advances Lo other funds
Inventories
Prepaids, supplies and other assets
Other

TOTAL ASSETS

(1)

LIABILITIES AND FUND BALANCES
Liabilities:

Cash overdraft

Accounts payable and accrued liabilities

Refundable deposits

Due to pension trust

Due to other funds

Advances from other funds

Deferred revenue

TOTAL LIABILITIES

Fund Balances:
Reserved for:
Encumbrances
Prepaids, supplies and other assets
Advance to other funds
Loans receivable
Unreserved, designated for:
Contingencies
Unreserved, reported in:
General fund
Undesignated
TOTAL FUND BALANCES

TOTAL LIABILITIES AND FUND BALANCES

Table A-1
City of Richmond

General Fund Balance Sheet
As of June 30 for Fiscal Years 2003-04 through 2007-08

2003-04 2004-05 2005-06 2006-07 2007-08
$10,978,625  $14,170,749  $30,326,744  $30,020,859 $14,910,70]
1,254,352 21,303 17,020 19,014 15,961
5,409,622 11,127,767 6,640,872 9,751,511 8,126,501
34,372 63,639 84,483 67,605 33,206
30,000 60,000 - - 3,840
997,031 922,351 1,055,124 1,276,861 1,376,940
2,871,501 9,174,306 5,263,031 3,217,051 12,580,755
30,087,012 23812,555 17,139,855 22,179,884 24,353,654
386,767 - - - -
- 260,216 247,048 310,466 211,792
102,729 - - - -
$52,152.011  $59.612,886 $60,774,177 $66,843,251 861,613,350
$ - S - 8 - 3 - $ -
2,989,251 2,445,779 1,046,498 1,959,984 3,404,146
1,848,500 3,536,574 1,504,483 399,164 595,211
1,898,843 - - - -
_ - - - 8,706,778
111,770 105,685 103,685 101,685 99,685
9,528,635 9,930,958 9,889,742 9,950,518 2,370,902
$16,376,999  S$16,018,996 512,544,408 $12,411,351 $15,176,722
$1,526,167 $286,787 $926,760  $2,919,795 $1.824,308
386,767 260,216 247,048 310,466 211,792
21,421,635 16,327,666 8,108,231  18.316,706 24,353,654
- 208,804 356,804 543,573 659,224
- 2,000,000 10,000,000 10,000,000 10,000,006
12,440,443 24,510,417 28,590,926 22,341,360 9,387,650
35,775,102 43,593,890 48,229,769 54,431,900 46,436,628
$52,152,011  $59,612,886  $60,774,177 $66,843,251 $61,613,350

" The decreasc in “Advances to other funds” between Fiscal Years 2004-05 and 2005-06 reflects the satisfaction of a loan
agreement between the City and the Redevelopment Agency and partial repayment of loans by the Richmond Housing
Authority. The tncrease in Fiscal Year 2006-07 reflects a reclassification of a “Due from other funds” from the Richmond
Housing Authority to an “Advance to other funds.”

@

the City’s 15% cash reserve policy. See “~Financial Policies—Budger and Contingency Reserves Policy.”
Sources: General Purpose Financial Statements for Fiscal Year 2003-04 and City of Richmond, Comprehensive Annual

Financial Report for Fiscal Years 2004-05, 2005-06, 2006-07 and 2007-08.
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Table A-2 presents the City’s Audited General Fund Statement of Revenues, Expenditures and
Change in Fund Balance for the last five Fiscal Ycars.

Revenues:
Property taxes
Sales taxes
Utility user fees
Other taxes
Licenses, permits and fees
Fines, forfeitures and penalties
Use of money and property"’
Investment earnings'’
Intergovernmental
Charges for services
Other
Rent

Total Revenues

Expenditures:
Current:
General government
Salaries and wages
Maintenance
Public safety
Public works
Highways and streets
Community development
Cultural and recreational
Other
Capital outlay
Total Expenditures

Excess (Deficiency) of Revenues Over
(Under) Expenditures

Other Financing Sources {Uses):
Proceeds of sale of property
Transfers in
Transfers oul

Total Other Financing Sources (Uses)

Revenues and other financing sources
over (under) expenditures and other
financing uses

Net Change in Fund Balances

Fund Balances:

Beginning of year

Prior period adjustments
Equity transfers

End of year

City of Richmond
Summary of General Fund Revenues, Expenditures,

Table A-2

and Change in Fund Balance
Fiscal Years 2003-04 through 2007-08

2003-04" 2004-05 2003-06 2006-07 2007-08
$23,640,305"  $30,368,311"  $28,284,861 $33,069,812 $34,296,322
12,352,198 20,273,363 25,402,253 28,217,895 29,005,711
29,322,704 29,721,235 30,199,388 27,007,410 29,553,243
9,421 142 13,849,935 14,590,884 11,517,437 7,659,207
3,024,816 2,837,431 3,028,837 3,221,612 2,975.914
399,505 496,528 372,951 286,759 283,918
- - 693,463 1,707,627 756.288¢
1,164,286 354,540 - - -
5,638,131% 3,876,578 1,854,613 4,596,113 5,101,207
4,135,907 313,292 1,153,341 2,760,033 2,314,495
10,142,510 597,658 726,503 1,153,406 1,878,275
2,453,613 108,941 161,382 383,319 308,946
$101,695,117 $102,797,812 $106,468,476 $113,915,423 $114,106,526
$16,572,865 $12,299,968 $12,686,072 $15,032,093 $17,794,828
68,640,913% - - - -
1,450,993 - - —~ -
- 51,249,034 59,834,214 65,989,536 80,799,922

- - 10,927,180 5,730,208 7,780,750

- 7.432,827 - - -

- 42,750 849,369 1,095,080 1,610,874

- 7,226,060 9,270,951 14,784,253 20,165,663

366,944 - - - -
98,047 837,634 21,750 1,084,802 763,184
$87,129,762 $79,088,273 $93,589,536 $103,715,972 $128,915,221
$14,565,355 $23,709,539 $12,878,940 $10,199.451 (514,808,695)
$ 57,545 $ 1,000,613 $ 869,880 $ 116,037 $ 4,008,197
1,163,137 765,993 12,101,059 3,706,920 5,503,497
(12.511,781) (17.657,267) (21,214,000) (7,820,277) (10,183,160)
($11,291,099) (815,890,661} ($8,243,061) (53,997,320) (8671,466)

$3,274,256

532,500,756

$35,775,012

$7,818,878

835,775,012

$43,593,890

34,635,879

343,593,890

548,229,769

$6,202,131

548,229,769

$54,431,900

($15,480,161)

$61,916,789®

546,436,628

{footnotes on the following page)
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The City issucd General Purpose Financial Statements {(GPFS) rather than 2 Comprchensive Annual Financial Report for
Fiscal Year 2003-04. As a result, a number of revenue and expense items were reported differently from previous and
subsequent fiscal years, as further described in the footnotes below.

The City’s documentary transfer tax receipts of approximately $4.85 million for Fiscal Year 2002-03 were included as
property taxes, while documentary transfer tax receipts of approximately $6.48 million for Fiscal Year 2003-04 were
included as other taxes.

Motor vehicle license fees received from the State were included with intergovernmental revenues for Fiscal Year 2003-04,
and arc included with “Sales Taxes™ in Fiscal Years 2004-05 and 20035-06.

Public safety, public works, highways and streets. community development, and cultural and recreational expense items
were reported as either “salarics and wages™ or “maintenance” in the Fiscal Year 2003-04 GPFS.

Includes a one-time release of $4,627,380 from Pension Reserve Account,

Commencing in Fiscal Year 2004-03, equipment services were isolated into an internal service fund, and the City reported
all rental income from use of City-owned vehicles in the equipment services fund rather than the General Fund, resulting in a
decline in rent revenue in the General Fund.

Includes approximately $11 million transferred from the City’s Secured Property Tax Override Fund primarily representing
accrued property tax override revenucs eligible for relcase to the General Fund.

A 9.2% increase in Utility User Taxes due to change in Chevron’s tax rate; Other Taxes declined primarily due to lower
Property Transfer Taxes.

The City determined, as part of its 2007-08 audit process, that $7.5 million of deferred revenues was earned in prior years, so
the beginning fund balance was restated in that amount.

Sources: Gereral Purpose Financial Siatements for Fiscal Year 2003-04 and Citv of Richmond, Comprehensive Annual

Financial Report for Fiscal Years 2004-03, 2003-06, 2006-07 and 2007-08.

(Remainder of this Page Intentionally Left Blank)
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Table A-3 presents the City’s revenucs and expenditurcs for Fiscal Year 2007-08 and budgeted
and projected actual revenues and expenditures for Fiscal Year 2008-09 and the adopted 2009-10 budget.

Table A-3

City of Richmond

Summary of Budgeted General Fund

Revenue:

Property Taxes

Property Taxcs - PTORS

OPEB/PSF Surplus

State Taxes

Sales and Use Taxes

Local Taxes

Franchise Taxcs, Licenscs and Fees
Charges for Services

All Other Revenucs

Richmond Community Benefits Agreement
ToTAL REVENUE

Pt. Molate Installment

Operating Transfers-In

Chevron UUT Settlement

TOTAL OTHER FINANCING SOURCES
Repayment of Loans

TOTAL FUNDS AVAILABLE

Expenditures:

Salaries

Benefits

Overtime/additional payroll expenscs
Total Operating Expenditures

TOTAL OPERATING AND PAYROLL
Operating Transfers Out and Debt Service
Transfer out Pt. Molate

TOTAL OTHER FINANCING USES
TOTAL FUNDS REQUIRED

Net Change in Fund Balance from Operations

{1} As of the mid-year update.

Revenues and Expenditures
For Fiscal Years 2007-08, 2008-09 and 2009-19

Adopted Projected Projected

Actual Budget Actual Budget
2007-08 2008-09 2008-09" 2009-10%
$34269,322  $34,797,258 $33,076.489 $33,076,489
4,700,000 6,400,000 6,026,249 6,400,000
4,058,991
8,529,591 10,263,744 9,937,999 8,379,575
18,997,429 22,027,934 22,030,299 21,326,896
34,108,874 38,643,728 39,094,637 34,935,044
7,777.879 11,086,510 11,044,618 14,848,862
4,437,261 4,425,686 4,367,523 2,532,818
7,700,984 5,083,665 4,133,528 9,297,471
0 0 1,775.000 1,000.000
120,521,340 132,728,525 131,486,342 135,856,146
4,008,197 5,025,00 5,065,000 25,000
803,497 1,540,500 1,540,500 1,850,000
0 0 13,000,000 5,000,000
4,811,694 6,565,500 19,605,500 6,875,000
150,367 200,367 233,152 769,403
125,483,401 139,494,392 151,324,994 143,500,549
54,754,901 54,709,271 45,355,141 52,612,200
30,020,781 35,672,060 30,395,090 32,905,154
0 0 12,970,000 12,970,000
44,138,058 _ 40,094,783 41,103.334 42.342.862
$128,913,740 $130,476,114  $129,823,565  $140,830,216
6,507,455 6,017,911 10,098,134 2,526,681
4,000,000 3.500.000 3,500,000 0
10,507.455 9,517,911 14,098,134 2,526,681
139,421,195 139,994,025 143,921,699 143,356,897
($13,937,794)  ($499,633) $7,403,295 $143,652

(2) The City was recently informed that assessed valuations may drop significantly in Fiscal Year 2009-10, requiring significant

reductions in expenditures.
Valuation.”

Sce ‘““-Major General Fund Revenve Sources-Expected Decline in 2009-10 Assessed

(3) Based upon fiscal year-to-date sales and usc tax reccipts through April 2009 and after the mid-year update, the City expects
total fiscal year receipts to be about 34 million lower than budgeted. The City expects to offset the shortfall from one-time

resources received in Fiscal Year 2008-09. See “~Major General Fund Revenue Sources—Sales and Use Taxes.”

Source: City of Richmond.
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Financial and Accounting Information

The City maintains its accounting records in accordance with Generally Accepted Accounting
Principles (GAAP) and the standards established by the Governmental Accounting Standards Board
(GASB). On a quarterly basis, a report 1s prepared for the City Council which reviews fiscal performance
to date against the budget and recommends any nccessary changes. Combined financial statements are
produced following the close of each fiscal year.

The City Council employs an independent certificd public accountant, who, at such time or times
as specified by the City Council, at least annually, and at such other times as they determine, examines
the financial statements of the City in accordance with gencrally accepted auditing standards, including
tests of the accounting records and other auditing procedures as such accountant considers nccessary. As
soon as practicablc after the end of the fiscal year, the independent accountant submits a final audit and
report to the City Council. The City’s audit for Fiscal Year 2007-08 is presented in APPENDIX B-
“AUDITED FINANCIAL STATEMENTS OF THE CITY OF RICHMOND, FISCAL YEAR 2007-08.” Neither the
City’s indepcndent auditors nor any other independent accountants have compiled, cxamined or
performed any procedures with respect to the projected financial information contained in this Qfficial
Statement, nor have they expressed any opinion or any other form of assurance on such information or its
achicvability.

The accounts of the City are organized on the basis of funds and account groups, cach of which is
considered a separate accounting entity. The operations of each fund are accounted for with a scparate sct
of self-balancing accounts that comprise its assets, habilities, fund equity, revenues and expenditures, or
cxpenses, as appropriate. Government resources arc allocated to and accounted for in individual funds
based upon the purposes for which they are to be spent and the means by which spending activitics are
controlled. The various governmental funds are grouped, in the City’s annual financial statements, into
generic fund types, which include the General Fund, special revenue funds, debt service funds and capital
project funds.

The City’s budgets arc adopted on a basis substantially consistent with GAAP with two
exceptions relating to budgetary accounting in the General Fund:

. The City collects property tax override amounts to pay pension obligations approved by
voters prior to July 1, 1978. The portion of the property tax override proceeds that is
earmarked for the General Fund is recorded dircctly in the General Fund as property tax
revenue for budgetary purposcs. For GAAP reporting, such revenue is recorded in the
Pension Reserve Account with a corresponding operating transfer of the tax revenue
carmarked for the General Fund.

. Workers’ compensation and litigation expenses are reported as operating transfers from
the General Fund to the internal service fund for budgetary purposes. For GAAP
purposes, such costs are recorded as General Fund expenditures.

Neither of these accounting treatments affects the underlying General Fund balance.
Governmental Funds. The City has 24 governmental funds, of which seven are considered
major funds for presentation purposes. Information is prescnted separately for each major governmental

fund and in the aggregate for non-major governmental funds. The City reports the following major
governmental funds:
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General Fund. The General Fund is the primary operating fund of the City. It is used to report
the financial results of the daily operations of the City. Major General Fund revenue sources include
property taxes, utility users taxes and sales taxes. The major General Fund expenditures are salaries,
employee benefits and administrative cxpenses.

Redeveiopment Agency Administration Special Revenue Fund.  This fund accounts for
administrative activities undertaken by the Redevelopment Agency as necessary to carry out its
responsibility for redeveloping blighted arcas of the City.

Redevelopment Agency Low and Moderate Income Housing Capital Projects Fund. This fund
accounts for thc 20% housing set-aside from tax increment proceeds from each of the project areas of the
Redevelopment Agency.

Redevelopment Agency Debt Service Fund. This fund accounts for the accumulation of property
taxes for payment of intcrest and principal on long-tcrm debt of the Redevelopment Agencey.

Redevelopment Agency Capital Projects Fund, This fund accounts for capital projects connected
with redevelopment funded by property tax increment revenues.

Secured Pension Override Special Revenue Fund. This fund was cstablished to record the receipt
of Pension Tax Override funds collected through property taxes for payment of pension contributions.

Civic Center Project Fund. This fund was established to account for activities of the new Civic
Center Project,

Proprietary Funds. The City’s proprietary funds are enterprise and internal service funds. An
cnterprise fund is used to report any activity for which a fee is charged to external users for goods or
services provided. An internal service fund is used to centralize certain services and then allocate the cost
of the services within the government. The City reports the following major enterprise funds:

Richmond Housing Authority Fund. The Richmond Housing Authority Fund was established to
administer funds provided by the Department of Housing and Urban Development (HUD) to assist low
income families in obtaining decent, safc and sanitary housing. Although the Richmond Housing
Authority is a separate legal entity, it is, a component unit of the City. The City exercises management
control over the Richmond Housing Authority, thc members of the City Council scrve as its governing
board and the City manages this fund.

Port of Richmond Fund. The Port of Richmond Fund accounts for operations of the Port of
Richmond, a public enterprise established by the City and administered as a department of the City,
including its operation of marinc terminal facilities and commercial property rentals. See also, APPENDIX
C-“THE PORT OF RICHMOND” and APPENDIX B—*AUDITED FINANCIAL STATEMENTS OF THE CITY OF
RICHMOND, FISCAL YEAR 2007-08-Major Proprietary Funds.”

Municipa} Sewer Fund. The Municipal Sewer Fund accounts for all financial transactions
relating to the City’s wastewater and collection services.

Fiduciary Funds. Fiduciary funds are used to account for resources that are held for the benefit

of third parties outside the government. The resources of these funds are not available to support the
City’s own programs. The City reports the following fiduciary funds:
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Pension Trust Funds. The Pension Trust Funds were established to account for revenues and
expenditures related to City retirces’ pension plans. The City administers the activities of certain pension
funds on behalf of retirees including the following closed pension plans of the City: Pension Rescrve,
General Pension, Police and Fircmen Pension and Garfield Pension. All current and future City
employecs arc enrolled in the California Public Employec’s Retirement System (“CalPERS”). CalPERS
managcs all of the financial activitics related to the pension plans offered by the City to current and future
city employecs.

Agency Funds. The various agency funds are used to maintain records of assets and the
respective funds’ financial activitics on behalf of a third party. The City does not make any decisions
rclating 1o the uses of the assets in the agency funds.

City’s Recovery from Past Financial Difficulties

The City’s audited financial performance sct forth in Tables 1 and 2 shows significant recovery
from low liquidity and unreserved fund batance positions reported prior to and for Fiscal Year 2002-03.

The City experienced significant financial difficultics during Fiscal Years 2001-02 to 2002-03. In
latc 2003, City staff began to recognize that the City’s available cash balances were significantly
declining below levels needed for then-current levels of employces and services. Beginning in November
2003, the City took steps to stabilize the City’s position by, among other actions, requiring approval of all
expenditures in excess of $1,000, and instituting employee lay offs. In January 2004, based on comments
made by certain staff members at a City Council meeting, local newspapers reported that the City had
significant financial difficultics and might be forced to declare bankruptcy. The City responded with
press relcases on January 8 and January 9, 2004 indicating that it disagreed with a number of the
statements in the news accounts and that it would be releasing its mid-year budget review in mid-
February 2004. Despite the City’s response, on January 13, 2004, Standard & Poor’s Rating Service
(“S&P”) lowered to “BB” and simultaneously suspended its underlying ratings on the City, the Richmond
Joint Powers Financing Authority and the Richmond Redevelopment Agency (the “Redevelopment
Agency”) and the debt issued by those agencies rated by S&P. On March 8, 2004, Moody’s Investors
Service (“Moody’s”) downgraded its rating of the City’s implied general obligation bond debt from “A2"
to “Ba3.”

When the City relcased its mid-year budget review describing its financial condition on March 2,
2004 (the “2004 Mid-Ycar Report”), it showed a structural operating deficit in the General Fund that was
causing and would continue to cause the unrestricted cash and investment balance of the City’s combined
funds to decline, thereby depleting cash reserves and creating potential cash flow problems in the General
Fund if left unchecked. According to the 2004 Mid-Year Report, at the end of Fiscal Year 2001-02, the
General Fund had an unrestricted cash and investments balance of $4.9 million, which, in combination
with revenues received for Fiscal Year 2002-03, was insufficient to cover operating needs and to cover
the negative combined unrestricted cash and investment balances of the City’s special funds. During
Fiscal Year 2002-03, the City’s General Fund expenditures excceded General Fund revcnues by
$7.4 million. In addition, operating transfers out excceded operating transfers in by $7.0 million. As a
result, the City ended Fiscal Year 2002-03 with a ncgative $8.2 million unrestricted General Fund cash
balance. In addition, the City’s special and restricted funds ended the year with a negative cash and
investments balance of $20.9 million.

In response to the 2004 Mid-Year Report, the City Council immediately initiated a series of short-
term, one-time corrections in an effort to infuse the General Fund with cash and make up a significant
portion of the City’s cash shortfall in both the Gencral Fund and the special and restricted funds. In
September 2004, the City Council unanimously approved a Financial Recovery Plan, comprising 170
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recommendations to improve both fiscal and organizational aspects of the City, including reductions in
expenditures, improvements to internal accounting controls, and generation of additional revenues. In
November 2004, the City Council adopted the Finance Department Reorganization, Accountability and
Work Improvement Plan (the “Finance Department Improvement Plan™), which contained a number of
mecasures intended to improve internal financial controls and financial reporting.  In response to thesc
changes, Moody’s upgraded its rating of the City’s General Fund debt from “Ba3™ to “Baa2” on
January 11, 2005. Whilc the financial status of the City had improved, the City’s {inancial difficultics
nonctheless had significant effects on the ability of the City to perform essential functions.

Throughout this period of time, four different individuals held the office of City Manager.
Following the rctirement of the long-standing City Manager in December 2003, two successtve
cmployees from the City Manager’s office were appointed by the City Council to serve as interim City
Manager, the first from December 2003 to May 2004, and the sccond from May 2004 until his retirement
in July 2004. A third interim City Manager was retained by the City in July 2004 pursuant to a six-month
contract, and one of his initiatives was to identify and recruit a long-term City Manager. Finally, in
February 2005, Mr. Lindsay was appointed City Manager.

The audited financial reports for Fiscal Years 2003-04 and 2004-05 were delayed as steps were
taken to improve the City’s internal controls and financial position once Mr. Goins was appointed
Finance Dircctor in August 2005. In addition, the City Council adopted financial policics in the areas of
reserves, debt and swaps. When the Fiscal Year 2004-05 audit was published in March 2006, the City
received an unqualified opinion from the outside auditor. In April 2006, Moody’s upgraded the City’s
implied general obligation bond debt rating from “Ba3” to “A3,” and Standard & Poor’s reinstated its
“BBB+” issuer credit rating of the City. In July of 2007, Moody’s upgraded the City’s implied gencral
obligation bond debt rating from “A3” to “A2,” and Standard & Poor’s upgraded the City’s issuer credit
rating from “BBB+" to “A.” In May 2008, Standard & Poor’s raised the City’s assigned issucr credit
rating to “A+" from “A.”

The City’s financial condition has improved since Fiscal Year 2003-04, as reflected in the Fiscal
Year 2004-05 through Fiscal Yecar 2007-08 audited results. For a discussion of the City’s current
financial status, scc “—Financial Statements,” “~Financial Policies™ and “~City Budget—City’s Fiscal Ycar
2008-09 Budget.”

Financial Policies

The financial policies of the City are summarized below. Copies of the Reserves Policy, Debt
Policy, Swap Policy and Investment Policy can be obtained from the City’s website.

Investment Policy. The City’s investment policy (the “Investment Policy™) provides guidclines
for City officers charged with the investment of idle cash to ensure prudent investment and cash
management practices. The Investment Policy establishes three criteria for selecting investment vehicles:
safety, liquidity and yield. The Investment Policy states that an adequate percentage of the portfolio
should be maintained in liquid short-term securities that can be converted to cash if necessary to meet
disbursement requirements and that yield or “rate of return” on an investment should be a consideration
only aftcr the requirements of safety and liquidity are met.

The Director of Finance is rcquired to report monthly on the City’s pooled funds to the City

Manager and City Council and to report quarterly on other investments, such as pension funds and bond
funds managed by a trustec.
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The Investment Policy allows the City to invest in various instruments that have maturities of five
years or less ai the time of purchase. These investments gencrally include United States Treasury notcs,
bonds and bills or certificates of indebtedness or those for which the full faith and credit of the United
States are pledged for the payment of principal and interest; registered state warrants or treasury notes or
bonds of the State; bonds, notcs, warrants or other evidences of indebtedness of any local agency within
the State rated “A” or better by a nationally recognized rating service; bonds and notes of federally
sponsored agencics; negotiable certificates of deposit issued by a federal- and state- chartered bank or a
federal and state savings and loan association or by any state-licensed branch of a forcign bank; medium
term corporate notes with a maximum of five years maturity issued by corporations organized and
operating in the United States and rated “A” or better by a nationally recognized rating scrvice,
commercial paper of “prime quality” of the highest ranking or of the highest letter and numerical rating as
provided by Moody’s Investors Service or Standard & Poor’s; bankers acceptances, repurchase
agreements with a term not exceeding onc year and secured by collateral securities whose market value is
102% or greater of the funds borrowed against those securitics; reverse repurchase agreements approved
by the City Council; money market mutual funds; the Local Agency Investment Fund of the State; and
collatcralized time deposits placed with State-chartecred commercial banks and savings and loan
associations. The City may invest in securities with maturities greater than five years from the date of
investment if the City Council has expressly authorized that investiment,

The City has not purchased and does not own directly or indirectly any assct-backed securities,
mortgage-backed securities, collateralized debt obligations or other sccurities backed by or derived from
“sub-prime” or “Alt-A” mortgages.

The Investment Policy prohibits investments in inverse floaters, range notes, or intercst-only
strips that arc derived from a pool of mortgages, any security that could result in zero intercst accrual if

held to maturity, other than investments in authorized moncy market mutual funds, and in companies
involved in the manufacturing of tobacco and tobacco-related products.

(Remainder of this Page Intentionally Left Blank)
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The par value, market value, adjusted cost basis and percent of total investments for cach category of the City’s investments, as of
January 31, 2009, are set forth in Table A-4.

Investments

Local Agency Invesiment Fund
Certificates of Deposit

Money Markets

Federal Agency Issues — Coupon

Sweep Account

Cash and Accrued Interest

Total Cash and Investments

Table A-4
City of Richmond
Schedule of Investments
as of January 31, 2009

% of Term Days to TM/C 360
Par Value Market Value Book Value Portfolic  (Days) Malurity Equiv.
$41,183,805.04 $41,183,805.04 $41,183,805.04 41.02% 1 1 2018
19,944,808.49 19,944,808 .49 19,944,808.49 19.87 1 1 1.331
37,450,000.00 37,622.607.45 37,410,996.30 37.27 2 698 4082
1,850,243.60 1,850,243.60 1,850,243.60 1.84 | | 0.651
$100,428,857.13 $100,601,46£f.58 $100,389,853.43  100.00 638 261 2.625

2,104.17 2,104.17

£100,428,857.13  §100,603,568.75  5100,391,957.60 638 261 2.625

TM/C 365

Equiv.
2.046

1.349
4.139
(.660

2.662

2.662

Total Earnings

January 31 Month Ending

Fiscal Year 1o Date

Current Year
Average Daily Balance
Effective Rate of Return

Source: City of Richmond.

$243,208.15

100,340,470.00

2.85%

$2,720,064.46
$89,370,046.34
5.17%



Budget and Contingency Reserves Policy. In connection with its budget preparations for Fiscal
Year 2004-05, the City Council adopted a policy to maintain structurally balanced budgets whereby onc-
time funds can be spent only on onc-time uses and ongoing funds can be spent on ongoing (or one-time)
uses. In addition, the City Council established a $10 million General Fund contingency reserve target to
be funded in annual increments of $2 million until the $10 million target is recached. The contingency
reserve reached the $10 million level in Fiscal Year 2005-06. Effective January 1, 2007, the City Council
adopted a cash reserve policy that calls for a minimum cash reserve of 15% of Gencral Fund
expenditures, which is equal to approximately $21 million for Fiscal Year 2007-08. The City deposited
an additional $10 million into the cash reserve in April 2009, although $4.0 million is expccted to be
nceded to offsct an anticipated shortfall of $4.0 million in budgeted sales tax receipts. Sce Table A-3-
“Summary of Budgeted General Fund Revenues and Expenditures.” The current $20 million reserve
equals a reserve of 15.7% of projected Fiscal Year 2008-09 expenditurcs. This reserve may be
temporarily reduced to 7% in times of an emergency, but is required to be restored thercafter.

Debt Policy. 1n January 2006, the City Council adopted a debt management policy (the “Dcbt
Policy”) pertaining to financings under the jurisdiction of the City, the Richmond Housing Authority, the
Richmond Community Redevelopment Agency and the Richmond Joint Powers Financing Authority.
The Debt Policy is intended to guide the Financc Department in its debt issuance and includes
components such as the financing approval process, selection of the method of sale for various types of
debt issucs, gencral bond structuring parameters, selection of financing team members and permitted
investments. The Debt Policy contains a requirement that the aggregate debt service payments funded
from the City’s Gencral Fund sources be no greater than 10% of then-current General Fund revenues.
Payments on bonds that are ticd to a specified revenue stream other than General Fund sources are not
subject to this 10% limit. In addition, the Debt Policy requires that no more than 20% of the City’s
outstanding debt portfolio be comprised of unhedged variable rate issues. The City’s Debt Policy limits
General Fund net debt service to 10% of General Fund revenues and sets forth detailed debt management
and refunding practices. The City in compliance with the Debt Policy for Fiscal Year 2008-9, with its net
debt service equal to approximately less than 5% of General Fund revenues.

Structural Balance Policy. In connection with its budget preparations for Fiscal Year 2004-05,
the City Council adopted a policy to maintain structurally balanced budgets whereby one-time funds can
be spent only on one-time uses and ongoing funds can be spent on ongoing (or one-time) uses. In
addition, budget enhancements can be approved only if a new source of permancnt revenues is received
that will cover the future cost of such enhancements. The City was not in compliance with the Structural
Balance Policy in Fiscal Year 2007-08 but expects to be in compliance with the Structural Balance Policy
in Fiscal Years 2008-09 and 2009-10.

Swap Policy. The City is authorized under California Government Code Section 5922 to enter
into interest rate swaps to reduce the amount and duration of rate, spread, or similar risk when used in
combination with the issuance of bonds. In May 2006, the City Council adopted a comprehensive interest
rate swap policy (the “Swap Policy™) to provide procedural direction to the City, the Richmond Housing
Authority, the Richmond Community Redevelopment Agency and the Richmond Joint Powers Finance
Authonty regarding the utilization, exccution, and management of interest ratc swaps and related
instruments {(collectively, “interest rate swaps”). Periodically, but at least annually, the City will review
the Swap Policy and will make modifications as appropriate duc to changes in the business environment
or market conditions. A summary of the City’s swap agrcements is set forth in Table A-5.
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Associated
Bonds
City of Richmend Taxable
Pension Funding Bonds Series
2005B-1%

City of Richmond Taxable
Pension Funding Bonds Series
2005B-24"

Richmond Community
Redevelopment Agency
Series 2007A%

Joint Powers Financing Authority
Bonds (Civic Center) Series
2007

Joint Powers Financing Authority
Bonds (Civic Center) Series
2007

City of Richmond Variable Rate
Wastewater Revenue Refunding
Bonds, Series 2008A

TOTAL

t  Asof May 19, 2009,
(1) A pro-rata obligation of all City agencies and the General Fund.

Effective
Daie
August 1,2013

August 1, 2023

July 12, 2007

September 11, 2007

May 28, 2008

October 26, 2006

Initial
Noticnal
Amount

$75,230,476

$127,990,254

$65,400,000

$101,420,000

$101,420,000

$32,260,000

$503,720,730

Table A-5
Summary of Interest Rate Swap Agreements

Counterparty/
Guarantor
JPMorgan Chasc Co.

JPMorgan Chase Co.

Roval Bank of Canada

Royal Bank of Canada

Royal Bank of Canada

JPMorgan Chase Co.

{2) An obligation of the Richmond Community Redevelopment Agency.
(3) An obligation of the General Fund.
(4) An obligation of the Washington Enterprise Fund.

Source: Bond Logistix.

Market/
Counterparty/ Guarantor Fixed Rate Termination

Credit Ratings Payable by Value to

{Moody's/S&P/Fitch) Insurer City City"
Aal/AA-TAA- - 5.712% (85,181,956)
Aal/AA-/AA- - 5.730 (7,192,651}
AA-TAaalAA MBIA 3.990 (11,200,111)
AAARUAA Ambac 3.657 (15.109,133)
AA-TAaalAA - SIFMA 907,038
Aal/AA-TAA- Ambac 3.661 (5.701.937)

(543,478,750)

Expiration
Date
August 1, 2023

August 1, 2034

September 1, 2036

August |, 2037

November 23, 2009

August 1, 2037



City Budget

City’s Budget Process. The fiscal year of the City begins on July 1 of a given ycar and ends on
June 30 of the following year.

The City Council annually adopts a budget prior to June 30 to be effective July | for the ensuing
fiscal year. Budgected expenditures arc adopted through the passage of a resolution. This resolution
constitutcs the maximum authorized expenditures for the fiscal year, which amount cannot legally be
excecded except by subscquent amendment of the budget adopted by the City Council.

An operating budget is adopted each fiscal year for the General Fund and special revenue funds.
Public hearings are conducted on the proposed budgets to rcview all appropriations and sources of
funding. Capital projects are budgeted by the Mayor and City Council over the term of the individual
projects. Since capital projects arc not budgeted on an annual basis, they are not included in the
budgetary data.

Expenditures are controlled at the fund level for all budgeted departments within the City. This is
the level at which expenditures may not lcgally exceed appropriations. Budgeted amounts for the
Combined Statement of Revenucs, Expenditures and Other Financing Sources (Uses) — Budget and
Actual that appears in the City’s audited financial statements include budget amendments approved by the
City Council. Sce Table 2 in “FINANCIAL OPERATIONS-Financial Statements” and APPENDIX B-
“AUDITED FINANCIAL STATEMENTS OF THE CITY OF RICHMOND, FISCAL YEAR 2007-08.”

Any amendment or transfer of appropriations between object group levels within the same
department must be authorized by the Finance Director or his/her designee. Any amendment to the total
level of appropnations for a fund or transfers between funds must be approved by the City Council.
Supplemental appropriations financed with unanticipated revenucs during the year must be approved by
the City Coungil,

City’s Fiscal Year 2007-08 Budget. The Fiscal Year 2007-08 budget shows General Fund
operating revenues and expenditures in the amount of approximately $122.5 million. The Fiscal Year
2007-08 budget was made using existing service and staffing levels (as existed prior to July 2007) and
existing City Council policies on service provision as a benchmark. Any proposed service increases were
required to be funded with contiruing revenue streams (referred to as “financial milestones™) so that the
increased service levels would be sustainable in the long term.  Any non-recurning sources of revenue
werce allocated only to fund one-time expenditures, such as capital projects and reserve building.

The City staff drafted a balanced “base budget” using conservative estimates of revenues
devecloped by the Finance Department in order to avoid a budgetary shortfall. This base budget reflccts
the City’s financial policics and strategics, including an appropriation to the General Fund cash reserve
held for unexpected events or emergencics.

City’s Fiscal Year 2008-09 Budget. A balanced Fiscal Year 2008-09 budget was presented to the
City Council on May 6, 2008 for adoption on June 17, 2008 with revenues of approximately $129.8
million and total funds available of $137.3 million. The Fiscal Year 2008-09 budget assumes
approximately 3% growth in assessed property values, approximately 2% growth in property tax revenucs
and approximately 1% growth in sales and use tax revenues. Due to generally weak recent economic
indicators, the City has taken a conservative approach to the Fiscal Year 2008-09 budget.

Fiscal Year 2008-09 Mid-Year Budget Review. On February 17, 2009, the City finance staff

presented a mid-year financial forecast (the “2008 Mid-Year Forecast™) and proposcd budget adjustments
for Fiscal Year 2008-09.
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The 2008 Mid-Ycar Forecast projects that General Fund funds availabie be adjusted downward to
$131 million. In addition, due to the economic downturn, the City expects to cxperience a significant
decline of $4 million in sales tax receipts from a budgeted amount of $30.2 million. The City has certain
reserved funds which it intends to apply to address the expected gap and is also cxploring means of
reducing expenditures to address the anticipated revenue reductions.

City’s Fiscal Year 2009-10 Budget. The finance department presented the proposed 2009-10
balanced budget to the City Council on May 19, 2009 and it was adopted by the Council on Junc 16,
2009, with revenues of $135,856,146 and total funds available of $143,500,549. Howevcr, sec “—Major
General Fund Revenue Sources—Expected Decline in 2009-10 Assessed Valuation.”

State Budget

Currently, approximately 7% (consisting of the sales tax) of the City’s Fiscal Year 2008-09
General Fund Budget consists of payments collected by the State and passed-through to local
governments or collected by the County and allocated to local governments by Statc law. The financial
condition of thc Statc has an impact on the level of these revenues. In past years the State has reduced
revenues to citics and counties 1o help solve the State’s budget problems. The May Revision proposes
that the State borrow approximately $2.2 billion of local property taxes from local agencies, including the
City. Sce “—May Revision.”

The level of intergovernmental revenues that the City will receive from the State in Fiscal
Year 2008-09 and in subsequent Fiscal Years will be affected by the financial condition of the State.

The following information concerning the State’s 2008-09 and 2009-10 Fiscal Year budgets has
been obtained from publicly available information on the State Department of Finance, the State
Treasurer and the California Legislative Analyst Office websites. The estimates and projections provided
below are based upon various assumptions as described in the Fiscal Year 2008-09 and 2009-10 Staie
Budgets, which may be affected by numerous factors, including future economic conditions in the State
and the nation, and there can be no assurance that the estimates will be achieved. For further information
and discussion of factors underlying the State’s projections, see the aforementioned websites. The City
believes such information 10 be reliable, however, the City takes no responsibility as lo the accuracy or
completeness thereof and has not independently verified such information.

Fiscal Year 2008-09. The 2008-09 Budget Act (the “2008 Statc Budget Aet™) was adopted by
the Legislature on September 16, 2008 and signed by the Governor on September 23, 2008 - the latest in
State history. The 2008 Statc Budget Act reflected a reduction of $850 million from the amounts
proposcd in the budget bill adopted by the Legislaturc due to the line item veto by the Governor of §510
million in State General Fund appropriations and $340 miilion in State General Fund savings due to the
delay in enacting the 2008 State Budget Act and the effect of Executive Order S-09-08 (which terminated
the services of temporary cmployees and reduced overtime).

The 2008 State Budget Act resolved the $24.3 billion budget deficit identified in the 2008 May
Revision, provided a modest reserve of $1.7 million and projected a deficit of $1.0 billion in Fiscal Year
2008-09.

Budget Reform. The 2008 State Budget Act, included budget reform measures, which, if
approved by the voters of the State, would authorize the California State Lottery to adopt changes that
will help to improve its financial performance, with the State General Fund ultimately benefiting from
this improved performance; protect education funding by increasing the Proposition 98 minimum
guarantec to offsct the loss of lottery revenue to K-14 education, thereby giving schools a more stable and
growing sourcce of funds to replace the historically unreliable lottery revenues; and authorize the
securitization of a portion of future lottery revenues, with the securitization proceeds deposited into a
newly created Debt Retirement Fund and available for various purposes that will help offset future State
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Gencral Fund expenditures. The first $5 billion of securitized revenue is expected to be available in Fiscal
Year 2009-10.

Expected Revenues. Statc General Fund revenucs were expected to be $103.027 billion in Fiscal
Year 2007-08 and $101.991 billion in Fiscal Ycar 2608-09, representing an increase of $1.837 billion in
Fiscal Year 200708 (due to higher than projected year-end collections) and a decrcase of $996 million in
Fiscal Year 2008-09, compared to the Revision of 2008-09 Governors Budget relcased on May 14, 2008
(the “2008 May Revision™).

Tax Law Changes. The 2008 Statc Budget Act also included revisions to certain tax provisions
to: (i) improve compliance by corporate taxpayers with taxes by establishing a 20% penalty for
understatement of corporate tax liability by $1 million, effective for tax years beginning on and after
2003; (i1} extend the period of time for which use taxes arc assessed on vehicles, vessels and aircraft
shipped or brought into the State from 90 days to 12 months; (iii) permit certain non-resident partners and
directors to fulfill their State income tax obligation through group tax returns filed by their partnerships or
corporations, with the partner’s or director’s income taxed at the highest income tax ratc for that income;
(iv) suspend the Net Operating Loss (an “NOL™)} deduction for tax yecars 2008 and 2009 for taxpayers
with income that is less than or cqual to $500,000, commencing in 2008, increase the time limit on the
carrying forward of NOLs from 10 years to 20 years, permit taxpayecrs to carry back losses for two ycars,
with a phase in period commencing in 2011, to bring the State law in conformity with federal law; (v)
limit business incentive tax credits for corporate and individual taxpayers from tax credits to 50% of tax
liability, effective for tax years 2008 and 2009 for corporate and individual taxpayers, permit corporations
to share unitary credits within a unitary group if the recciving member of the group was in the group
when the credit was earned; (vi) accelerate the payment of the required fee by limited liability companies
{an “LLC™) to the 15™ day of the sixth month of the LLC year, generally June 15; (vi) require taxpayers to
pay 30% each of the cstimated payments for personal income and corporate with the first two cstimated
payments, and 20% each for the last two cstimated payments; (viii) require that taxpayers make
prepayments based on their current income eliminating the “safe harbor” for personal income tax
taxpayers with adjusted gross income equal to or greater than $1 million or $500,000 if filing single; and
(ix) implement accrual changes to more properly measure tax receipts from income camed in the prior
year and to implement appropriatc accounting principles.

Expenditures. The 2008 Statc Budget Act included expenditures of: (i) $41.9 billion General
Fund in funding for K-12 education and community colleges to fund the minimum Proposition 98
guarantce in Fiscal Year 2008-09, (ii) approximately $17.3 billion for the transportation programs
(including full Proposition 42 funding of $1.4 billion and $1.9 billion for local streets and roads
maintenance, of which $250 million is from bonds authorized by the Highway Safety, Traffic Reduction,
Air Quality, and Port Security Bond Act of 2006 (“Proposition 1B”); (iii) $1.0 billion (315.1 million
General Fund) to fund State housing assistance programs, a decrcase of $425.6 million from Fiscal Year
2007-08 resulting from higher Fiscal Year 2007-08 Proposition 1C expenditures duc to program
accelerations and one-time allocations; (iv) $807.8 million from the Disaster Preparedness and Flood
Prevention Boad Act of 2006 (“Proposition 1E”) and Proposition 84 bond funds for the Flood SAFE
California Program to provide subventions to help local governments protect their communities from
flooding, enhance emergency preparedness and flood response, and provide grants to local governments
for urgent repairs and improvements of levees in the Central Valley and the Delta, $126.5 million for
levee evaluations and the repair of critical levee erosion sites, $264.7 million for 10 flood control capital
projects in the Mid-Valley Area Levee Reconstruction, South Sacramento County Streams, West
Sacramento Projcct, Merced County Strcams, Sutter Bypass, Yuba River Basin, Marysville Ring,
American River Common Elements, Natomas Project, Folsom Dam Modification Project, and for
feasibility studies on additional projects, $2.8 million ($1.8 million General Fund and $1 million
Proposition 1E) to establish the Central Valley Flood Protection Board within the Department of Water
Resources (the “DWR™) which board will assume the responsibilities of the former State Reclamation
Board, approve a Central Valley Flood Protection Plan by July 1, 2012, and ensure that citics and
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counties consider flood risks when making land use and devclopment decisions; (v} $2.9 billion in
funding for Human Services programs that provide medical, dental, mental health, and social services to
many of State’s most vulnerable and at-risk residents; and (vi) $20.7 billion form all sources for higher
education funding.

Budget Risks and Structural Deficit. For Fiscal Year 2008-09, the Staic faced a number of issucs
and risks that impacted the State General Fund, and reduced or climinated the budget reserves included in
the 2008 State Budget Act (originally $1.7 billion).

The 2008 State Budget Act utilized revenue projections made at the time of the 2008 May
Revision. However, as a result of the continuing weakness in the economy, in preparing the 2008 State
Budgct Act, the Administration reduced the sales tax recvenue projection for Fiscal Year 2007-08 by $287
million, and for Fiscal Year 2008-09 by $250 million. Economic growth was expected to continue to
slow in 2009. The August 2008-09 Proposed Compromisc issued by the Governor during the
negotiattons on the Fiscal Year 2008-09 budgct noted that: “If, in fact, the economy does not grow at the
rates forecast in the 2008-09 May Revision, revenues could decline significantly in 2008-09 and 2009-10,
possibly on the order of $5 billion over the two years.”

Since the adoption of the 2008 State Budget Act, on-going weak economic conditions resulted in
the Governor calling a special session of the legislaturec on November 6, 2008 to develop solutions to
bridge the projected Fiscal Year 2008-09 budget gap, which was projected to be $11.2 billion. The
Governor proposed $4.5 billion in cuts and $4.7 billion in new revenucs, including a temporary increase
in the State sales tax, from 5% to 6.5%, which was expected 10 generate additional sales tax revenues for
the State General Fund of $3.219 billion in Fiscal Year 2008-09 and $6.606 billion in Fiscal Year
2009-10, with the State sales tax reverting back to 5% at the end of three years; and additional revenue
increases by broadening the sales and use tax to include certain services, imposing an oil severance tax
upon any oil producer that extracts oil from the carth or water in the State and increasing the alcohol
excise tax by five cents a drink. The Govemnor also announced an aggressive plan to reduce foreclosure
rates by helping both borrowers and lenders modify cxisting home loans in ways that benefit both parties,
and to prevent another mortgage crisis in the future, the Governor is prescribing changes to the way
mortgages arc brokered and originated to make lenders more accountable, guard against risky mortgages
and prevent unsustainable bubbles. On December 1, 2008, the Governor declared a fiscal emergency for
the State allowing him to call a Proposition 58 legislative special session to address the fiscal cmergency.
The Governor also called a second legislative session to address the Statc’s economy and reiterated his
call for a combination of difficult spending cuts and new revenues to solve the State’s revenue shortfall.

Under Proposition 58 the State legislature has 45 days to pass and scnd a bill or bills to the
Governor’s desk addressing the State’s budget crisis. If the 45 days pass and the State legislature has not
passed bills to address the problem, they cannot adjourn or act on other bills until the State’s fiscal
emergency 1s addressed.

Fiscal Year 2009-10. The Governor’s proposed budget for Fiscal Year 2009-10, released
December 31, 2008 (the “2009 Governor’s Budget™), estimated there would be a budget gap of more than
$40 billion for thc 18-month period ending Junc 30, 2010. Following lengthy budget negotiations, on
February 19, 2009, thc Legislature passed revisions to the 2008 State Budget Act for the remainder of
Fiscal Ycar 2008-09, as well as the Fiscal Year 2009-10 Statc Budget Act (the “2009 Statc Budget Act”
and together with the 2008 State Budget Act, the “Statc Budgct Acts”) and related legislation. The
Governor signed the 2009 State Budget Act on Fcbruary 20, 2009 after making additional line-item
vetoes of $1.3 billion ($§957.1 billion in General Fund).

The State Budget Acts rely upon a combination of temporary and permanent measures, totaling
$41.6 billion for the remainder of Fiscal Year 2008-09 and Fiscal Year 2009-10. The main elements of
the budget compromise are approximately $14.9 billion in expenditure reductions, $12.5 billion in
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revenue adjustments (primarily tax increases), $7.9 billion in new funding for the Stale to be received as a
result of enactment of the federal American Recovery and Reinvestment Act (“ARRA™), and $5.4 billion
in borrowing. Approximatcly $5 billion of the proposed borrowing would be derived from securitization
of future Statc Lottery revenues, if changes to the Statc Lottery law arc approved by the voters in a special
State-wide clection to be held on May 19, 2009. The Governor vetoed an additional $957 million of
expenditures from the Fiscal Year 2009-10 Budget Bill voted by the Legislature, lcaving an estimated
budget reserve of $2 billion at June 30, 2010. Up to an additional $2.4 billion of the spending cuts and
tax increascs may be withdrawn if State officials determine that additional federal moneys from the
ARRA will be received by June 30, 2010. As part of the legislative package that included the State
Budget Acts, a proposal to establish a new State spending cap will also appear on the May 19, 2009
spectal clection ballot together with other financial and budgetary mcasures.

LAQ Assessment of the State Budget Acts. One March 13, 2009, the State of California
Legislative Analyst’s Office (the “LAO”) rcleased a report stating that, among other things, the revenues
through the end of Fiscal Ycar 2009-10 will be lower than assumcd in the adopted State Budgcet Acts. A
summary of the report states that “[M]oreover, a number of the adopted solutions—revenuce increases and
spending reductions—are of a short-term duration. Thus, without corrective actions, the State’s huge
operating shortfalls will reappear in future years—growing from $12.6 billion in 2010-11 to $26 billion in
2013-14." Reports of the LAO may be found on its website at htip:/www.lao.ca.gov.

May Revision. The Governor’s May Revision proposes solutions to restore the Fiscal Year
2009-10 budget to balance. The May Revision contained proposals which assumed passage of
Propositions 1A, 1B, 1C, 1D and 1E at a special e¢lection May 19, 2009 and contingency proposals in the
event such propositions failed. All of these propositions in fact failed, resulting in a $21.3 billion budget
deficit for 2009-10.

The contingency proposal includes expenditure reductions which include reductions in prison
population and in cducation funding. Also included are revenue enhancements, including an increase
State income tax withholding by 10% and borrowing approximately $2 billion from local governments,
including the City.

Impact of May Revision upon the City. Approximatcly 22% of the City’s Gencral Fund
revenues for Fiscal Year 2008-09 arc expected to consist of payments collected by the State and passcd-
through to local governments or collected by the County and allocated to local governments by State law.

In response to the worsening fiscal situation confronting the State, the Governor has proposed
borrowing local property tax reccipts from local governments. Such borrowing could not exceed 8% of
the property taxes to be received, which in the case of the City would be approximately $3.99 million.
Such a borrowing would requirc a declaration of emergency by the Governor and a two-thirds vote of
both houscs of the State legisiature and would be required to be repaid within three ycars.

Prior to adoption of the Statc Budget Acts, the State Controller announced that his office would
delay certain payments to local governments, Statc contractors and taxpayers in order to prescrve cash.
No payments to the City were delayed. There can be no assurance that current or future State budget
difficulties will not adversely affect the City’s revenucs or its ability to make payments under the
Facilitics Sublease. See “CITY FINANCIAL INFORMATION-Revenues.”

The City cannot predict the extent of the budgetary problems the State will encounter in this or in
any future Fiscal Year, and, it is not clear what measurcs would eventually be taken by the State to
balance its budget, as required by law. Accordingly, the City cannot predict the final outcome of future
State budget negotiations, the impact that such budgets will have on City finances and operations or the
actions to be taken in the future.
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Major General Fund Revenue Sources

Following is a discussion of the City’s principal General Fund revenue sources: property taxes,
utility user taxcs, sales and use taxes, documentary transfer taxes, and revenue from the State. For Fiscal
Year 2005-06, thesc principal sources of revenue were approximately $102.1 million. For Fiscal Year
2006-07, these principal sources of revenue are estimated to be approximateiy $97.2 million, while for
Fiscal Year 2007-08, the audit reported these principal sources to total approximately $101.9 million.

Property Taxes and Assessed Valuations. The City utilizes the facilitics of the County for the
asscssment and collection of property related taxes for City purposes. The assessed valuation of property
is established by the County Assessor and reported at 100% of the full cash value as of January 1, except
tfor public utility property, which is assessed by the State Board of Equalization. City property rclated
taxes arc asscssed and collected at the same time and on the same tax rolls as are county, school, and
special district taxes.

The County collects the ad valorem property taxes. Taxes arising from the basic one percent levy
are apportioned among locai taxing agencies on the basis of a formula cstablished by State law in 1979,
Under this formula, the City receives a base year allocation plus an allocation on the basis of growth in
assessed valuc (consisting of new construction, change of ownership and inflation). Taxcs relating to
voter-approved indcbtedness are allocated to the relevant taxing agency. Taxes relating to voter-approved
pension costs arc allocated to the taxing agency. Beginning in Fiscal Ycar 1990-91 (with the adoption of
new State legislation), the County has deducted the pro-rata cost of collecting property taxcs from the
City’s allocation.

The California Community Redevelopment Law authonzes redevelopment agencies to receive
the allocation of tax revenues resulting from incrcases in assessed valuations of properties within
designated project areas. In effect, the other local taxing authorities realize tax revenucs from such
propertics only on the base-year valuations, which are frozen at the time a redevelopment project area is
crcated. The tax revenues which result from increases in assessed valuations flow to the redevelopment
areas. The City has created redevelopment project areas pursuant to State law. Generally, funds must be
spent within the redevelopment areas in which the tax increment revenues were generated and may only
be spent on projects which qualify under State redevelopment law.

As discussed under “CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND
APPROPRIATIONS-Article XIII A of the State Constitution,” pursuant to Article XIII A of the California
Constitution, annual increcases in property valuations by the County Assessor are hmited to a maximum
2% unless properties arc improved or sold. Transferred propertics and improvements are assessed at
100% of full cash value. Therefore, the County tax rolls do not reflect values uniformly proportional to
market valucs.

Prior to January 1, 2009, business inventories were exempt from property taxation and are not
included in the valucs shown in the following tables. Also excluded is the first $7,000 of the value of
owner occupied residences, pursuant to the homeowners’ exemption under State law.

On November 4, 2008, thc voters of the City approved Mcasure T imposing a tax on
manufacturing businesses cffective January 1, 2009 in an amount cqual to the greater of: (i) the tax that
would be paid by other general businesses, which is primarily based on the number of employees; or (i) a
flat fee equal 10 0.25% of the valuc of the raw materials used in the manufacturing process. The City

estimates that Measure T will generate approximately $16.0 million in new revenue in Fiscal Year
2008-09,
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“Secured” property is real property which in the opinion of the County Assessor can scrve as a
licn to securc payment of taxes. “Utility” property is any property of a public utility which is assessed by
the State Board of Equalization rather than the County Assessor, and which is also “secured” property.

The table below summarizes the asscssed valuation of taxable property in the City for Fiscal
Years 2004-05 through 2008-09.

Table A-6

City of Richmond, California

Assessed Valuation of Taxable Property

Total Before Total After
Redevelopment Redevelopment

Fiscal Year Local Secured Utility Unsecured Increment Increment
2004-05 $9.098,953,478  $30,049,819 $747,760,672  $9,876,763,969 £8,676,514,399
2005-06 9,645,553,503 31,000,052 747,436,118 10,423,989,673 9,545,569,275
2006-07 11,329,240,515 28,950,901 784,744,022 12,142,935,438 10,160,005,866
2007-08 12,904,624,659 10,092,578 764,356,012 13,679,073,249 11,345,301,908
2008-09 12,789,413,923 10,071,060 849,546,196 13,649,031,179 11,237,792,283

Sources: California Municipal Statistics, Inc. for Fiscal Years 2004-05 through 2006-07 and Conira Costa County Auditor-
Controller for Fiscal Years 2007-08 and 2008-09.

Expected Decline in 2009-10 Assessed Valuation. On July 14, 2009, the City received a copy of
a letter dated July 1, 2009 from the Contra Costa County Assessor to the County Board of Supervisors to
the effect that 2009-10 assessment roll had been prepared and reflected a 7.2% decline Countywide in
assessed valuation from the prior year. The letter further stated that the City would have a 13.8% decline
in assesscd valuation. Absent any supplemental property tax reccipts, property taxes will be lower than
currently estimated, and the City will be required to make changes to its 2009-10 budget to take into
account this expected reduction in revenues. The City is preparing a budget amendment, and is cxpected
to take action on an amended 2009-10 budget in September.

Pending Assessment Appeals. Property tax values determined by the County Auditor-Controller
may be subject to an appeal by the property owners. Assessment appeals are annually filed with the
County Assessment Appeals Board (the “Appeals Board™) for a hearing and resolution. The resolution of
an appeal may result in a reduction to the County Assessor’s original taxable value and a tax refund to the
applicant/property owner.

Major property tax assessment appeals by businesses, the oil industry and power plants in the
City during Fiscal Year 2006-07 total an aggregate of $2.866 billion in disputed value. Hearings on these
appeals generally are cxpected to occur within two years of the filing date, although waivers and
cxtensions are available. The City’s largest sccured property taxpayer, Chevron USA, has a history of
appealing its assessed valuation, including an appeal in Fiscal Year 2006-07 which is still pending and
which, if granted in full, would reducc Chevron’s assessed valuation by approximately $1.658 billion,
resulting in a loss of approximately $21 million in revenue to the City. Chevron has filed similar appeals
in Fiscal Years 2004-05 and 2005-06, and such appeals are still pending before the Appeals Board.
Although the City is not aware of any plan on the part of Chevron to appeal its assessed valuation for this
or future Fiscal Years, the City cannot predict whether or not such appeals will be filed by Chevron or any
other major property taxpayers, or if filed whether or to what extent they will be successful. Appeals are
decided upon by the Appeals Board and the City has no control over the actions of such officials. The
City cannot predict when or how the pending Chevron appeals will be decided or whether Chevron will
appeal the decision of the Appcals Board.
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Property tax receipts collected for the City by the County arc set forth in Table A-7 below. In
preparing its annual budgets, the City forecasts property taxes based on cach of the specific categories of
receipts (secured and unsccured, current and delinquent receipts, supplemental, and State replacement
funds). Current reccipts arc derived from the County Assessor’s estimate of growth in assesscd valuation,
adjusted for estimates in growth for redevelopment project arcas. Estimates of other property tax receipts
arc primarily based on historical collections.

Table A-7
City of Richmond
Property Tax Receipts”

Percentage of

Property Tax General Fund
Fiscal Year Receipts Revenues % Change
2004-05 $30,368,311% 29.54% 28.46%
2005-06 28,284 861 26.57 (6.86)
2006-07 33,069,812 29.03 6.92
2007-08 34,269,322 30.03 3.63
2008-09 33,076,489 23.95 (3.48)

48]

Excludes property tax override receipts of which approximately $3.8 million are budgeted for Fiscal Year 2008-09.
(2)

Included a one-time release of $4,627,380 from Pension Reserve Account. Underlying property taxces totaled 525,740,431
net of the release.

® Budgeted. .

Sources: City of Richmond, Comprehensive Annual Financial Report for Fiscal Years, 2004-03 through 2007-08 General
Purpose Financial Statements for Fiscal Year 2003-04, and Adjusted Budget for Fiscal Year 2008-09.

Property tax reccipts for Fiscal Ycar 2007-08 were $34.2 million, rcpresenting approximately
30.0% of General Fund revenues and transfers in and an estimated 3.6% increase from Fiscal Year
2006-07. Property tax receipts in the Fiscal Ycar 2008-09 Budget are budgeted to be $33.0 million,
representing approximately 24.0% of budgeted General Fund revenues and transfers in and a projected
3.5% decreasc from Fiscal Year 2007-08.

The Governor has proposed borrowing property tax receipts from local governments (including
approximately $3.99 million from the City) to help balance the State budget. See “FINANCIAL
OPERATIONS—State Budget—May Revision.”

Teeter Plan. The City is located within a county that is following the “Teeter Plan™ (dcfined
below) with respect to property tax collection and disbursement procedures. Under this plan, a county
can implement an alternate procedure for the distribution of certain property tax levics on the secured roll
pursuant to Chapter 3, Part §, Division 1 of the Revenue and Taxation Code of the State of California
(comprising Section 4701 through 4717, inclusive), commonly referred to as the “Teeter Plan.”

Generally, the Tceter Plan provides for a tax distribution procedure by which secured roll taxes
and assessments are distributed to taxing agencics within the county included in the Tecter Plan on the
basis of the tax levy, rather than on the basis of actual tax collections. The County then receives all future
declinquent tax payments, penalties and intercst, and a complex tax redemption distribution system for all
participating taxing agencies is avoided. While the County bears the risk of loss on delinquent taxcs that
go unpaid, it benefits from the penalties associated with these delinquent taxes when they are paid. In
turn, the Teeter Plan provides participating local agencies with stable cash flow and the elimination of
collection risk. The constitutionality of the Tceter Plan was upheld in Corrie v. County of Contra Costa,
110 Cal. App. 2d 210 (1952). The County was the first Teeter Plan county in the State when the Teeter
Plan was enacted by the State Legislature in 1949,
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The valuation of property is determined as of January | each year and equal installments of tax
levied upon sccured property become delinquent on the following December 10 and April 10, Taxes on
unsecured property arc due May 15 and become delinquent August 31,

Although the City receives its entire sccured tax levy amount cach year under the Teeter Plan, an
indication of actual tax collections can be obtained from the history of collections of all entities levying
taxes within the City limits. A history of thesc collections for the last five Fiscal Ycars is shown in
Table A-8 and the entire County tax levies with delinquencies and tax losses reserve fund balances for the
same period are shown in Table A-9 as reported annually by the County Auditor-Controllcr.

Table A-8
City of Richmond
Secured Tax Levies and Delinquencies
Fiscal Years 2004-05 through 2008-09

Total] Current

Fiscal Year Ended Fiscal Year Reimbursed Percent Current Levy
June 30 Tax Levy Tax Levy Delinguent June 30’
2004-05 $27.874.360 5368,968 1.32%
2005-06 30,704,619 578,395 1.88
2006-07 34,107,915 1,159,190 340
2007-08 38,289,082 1,834,890 4.79
2008-09 36,948,964 N/A N/A

Due to the County use of the Teeter Plan, the City received 100% of its tax levy, with the County responsible for collection
of delinquent amounts.
Source: Contrg Costa County Auditor-Controller,

Table A-9
Contra Costa County
Secured Tax Levies, Delinquencies and
Tax Losses Reserve Balances
Fiscal Years 2003-04 through 2007-08

Portion of

Fiscal Current % Current Total Tax Losses

Year Levy Levy Delinquent Reserve Reserve as

Ended Total Current Delinquent  Delinquent Taxes Balance % of
June 30 Year Tax Levy Year End Year End June 30 June 30 Delinguency
2003-04  $1,402,895,299  $27,325,421 1.95% $40,071,424 820,167,593 50%
2004-05 1,584,132,373 26,598,823 1.68 37,821,908 23,134,013 61
2005-06 1,720,977,608 35,699,270 2.07 47,003,688 26,334,817 56
2006-07 1,967,771,060 80,851,968 4.11 97,323,762 33,558,844 34
2007-08 2,077,282,718 106,031,582 5.10 143,490,997 45,174,112 31

Source: Conira Costa County Auditor-Controller.

The County can elect to terminate its Teeter Plan for subsequent Fiscal Years, in which case the
City would receive only the taxes and assessments actually collected and delinquent amounts when and if
reccived. The County can also clect to terminate its Teeter Plan if more than 3% of the total tax levy is
delinquent. The County has never terminated its Tecter Plan and has not informed the City of any plans
to terminate its Tecter Plan.
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Foreclosure Activity. Residential mortgage loan defaults and foreclosures have recently
increased significantly in conncction with the collapse of the subprime sector of the residential mortgage
market and broader economic pressures. In California, the greatest impacts to datc are in regions of the
Central Valley and the Inland Empire (both arcas that arc outside of the County), although the County has
been impacted as well, particularly in the castern portions of the County where the largest number of new
mortgages were originated as growth in residential development occurred.

Such foreclosure activity has also affected the City. For calendar year 2008, mortgage holders
had sent 1,562 notices of default with respect to propertics located within the City compared to 1,393
during calendar year 2007, and 1,203 trustee deeds had been recorded (indicating that the property has
becn lost to foreclosurc) during calendar year 2008 compared to 416 during calendar year 2007. Despite
the foreclosure activity, the City’s assessed valuation base declined by only 2.0% in Fiscal Ycar 2008-09.
This rcflects the offsct of foreclosure activity by the ongoing growth in assessed value in other arcas of
the City where the assessed values of homes are less than market values. In addition, Chevron comprises
about 21% of the assessed valuc basc and, despite repeatedly filing assessment appeals, it contributes to
assesscd value growth,

A summary of the notices of default sent and trustee deeds recorded for the City and the County
during calendar years 2006 through 2008 is summarized in Table A-10.

Table A-10
City of Richmond and Contra Costa County
Summary of Foreclosure Activity
Calendar Years 2006 through 2008

Notices of Defanlt Trustee Deeds (Foreclosures)
Calendar Year Calendar Year
2008 2008
-— % %
2006 2007 Number Change 2006 2007 Number Change
City 367 1,393 1,562 12.1% 57 416 1,203 1892%
County 3,702 10,845 16,453 50.8 474 4,047 11,281 178.8

Source: MDA DataQuick Information.

The level of defauit and toreclosure activity has resulied in downward pressure on home prices in
the affected areas. In response, thc County has reduced the asscssed valuation on certain properties
pursuant to Proposition 8, legislation that permits a temporary tax reduction when baselinc market value
is lower than current market value. The County Asscssor reviewed approximately 30,000 properties sold
since 2005 and reduced the assessed valuation on approximately 22,500 properties for Fiscal Year
2007-08. The average reduction in assessed value was $50,000, resulting in an average tax reduction of
8% per parcel and an aggregate reduction equal to $14 million, or 0.71%, of the Fiscal Year 2008-09
secured roll of the County. The majority of the reductions werc in the cities of Antioch, Pittsburg,
Brentwood, Oakley and San Ramon, the cities within thc County that cxperienced the highest recent
population growth.
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Largest Taxpayers. Set forth in Table A-11 are the ten largest securcd taxpayers in the City for
the Fiscal Ycar ending June 30, 2008, based on assessed valuations within the City.

Table A-11
City of Richmond
Largest Property Tax Payers
Fiscal Year 2007-08
(% in thousands)

2007-08
Asscssed
Property Owner Primary Land Use Valuation Yo
Chevron USA Petroleum/Coal Products $15,821] 21.27%
Lennar Emerald Marina Shores Apartments 1,387 1.86
Berlex Laboratories Chemical Production 582 0.78
Dicon Fiberoptics Semiconductors 472 0.63
Richmond Parkway Associates Property Management 435 0.59
California Fats & Oils Inc. Food Manufacturer 434 0.58
Foss Maritime Marine Transportation 386 0.52
Stephens & Stephens LLP Rental Properties 376 0.51
Kaiser Foundation Hospitals Medical Center 363 0.49
BP West Coast Products Petrolcum Products 318 _0.43
SUBTOTAL $20,575 27.66
Remaining Property Owners 13,654 72.34
TOTAL $13,675 100.00%

Sources: HdL Coren & Cone and Contra Costa County Assessor 2007-08 Combined Tax Rolls.

There can be no assurance that these owners, or any other large property owner, will not relocate
outside of the City or file property tax appeals in the future which could significantly reduce the amount
of property tax revenues available to the City. Certain of these taxpayers may own property located in
one or more redevelopment arcas of the City and the full amount of property taxes paid on such parcels
may not contribute to the City’s General Fund,

Utility Users Tax. The City collects a tax (the “Utility Users Tax™) from utility users within the
City’s boundaries. Such users are charged 10% of the total bill for electricity and gas services, and 9.5%
of the total bill for phone and cable television services. The tax is not applicable to Staic, County, or City
agencies, insurance companies or banks. The Utility Users Tax represented the second largest revenue
source for the City in Fiscal Ycar 2007-08. In Fiscal Year 2007-08, Utility Users Taxes werc collected by
the City in the amount of approximately $29.5 million, and accounted for approximately 25.9% of total
Gengeral Fund revenues and transfers in.

In November 2002, voters in the City passed a proposition raising the Utility Users Tax from 8%
to 10%, effective December 2002.  Although some of the City’s larger utility service providers
experienced some delays in billing their customers at the higher rate, all of the City’s utility vendors are
now billing at the 10% rate. In Fcbruary 2008, voters in the City passed a proposition modernizing the
definition of scrvices to be taxed under the telccommunications portion of the Utility Users Tax and
decrcasing the tax from 10% to 9.5%, thus protecting the tax from possible litigation.
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The Richmond Municipal Code Scction 13.52.100 provides that any clectric scrvice user may
annually clect to pay a maximum Utility Users Tax that is calculated as the base amount of $1,148,137.54
for cach percent of tax imposed for any tax year, which base amount is then adjusted annually by that
percentage which is 90% of the total percentage of change in the United Statcs Department of Labor,
Bureau of Labor Statistics’ Gas (piped) and Electric Consumer Price Index For All Consumers Urban for
the San Francisco/Oakland/San Jose Arca calculated on the basis of the two consecutive and most
recently completed years for which data is available from the United States Department of Labor. In
order to clect to pay the maximum Utility User Tax, a uscr of the electric service must enter into an
agreement with the City Tax Administrator prior to the commencement of the tax ycar to pay the
maximum tax liability directly to the City during the tax ycar. No portion of the maximum Utility Users
Tax is refundable in the event the scrvice user subscquently determines that its tax liability under this
chapter would have been less than the maximum Utility Users Tax calculated as described above.

Chevron elected to pay the maximum Utility Users Tax for Fiscal Years 2003-04, 2004-05 and
2005-06. Chevron did not so elect for Fiscal Years 2006-07 and 2007-08. During those two Fiscal Years,
Chevron paid the Utility Users Tax in accordance with its usage. The City experienced a Utility Users
Tax revenue decline of approximately $1.1 million from Fiscal Ycar 2005-06 and Fiscal Year 2007-08, at
least some of which is attributablc to Chevron’s payment of the Utility Users Tax in accordance with its
usage.

In February 2009, the City and Chevron reached a settlement under which Chevron agreed to pay
the maximum Utility User Tax for each Fiscal Ycar from 2008-09 through 2011-12; pay the tax on the
basis of actual cost thercafter; and pay to the City $28 million ($13 million already paid with §5 million
paid annually through Fiscal Year 2011-12). Removal of the “maximum” option must bc approved by
City voters (expected November 2010).

Table A-12 shows Utility Users Tax reccipts and their respective percentage of General Fund
revenues since Fiscal Year 2003-04.

Table A-12
City of Richmond
Utility Users Tax Receipts

Percentage of

Utility Users General Fund
Fiscal Year Tax Receipts Revenucs % Change
2004-05 529,721,091 28.91% 1.36%
2005-06 30,199,388 28.36 1.61
2006-07 27,007,410 23.71 (10.57)
2007-08 209,553,243 25.90 0.43
2008-09" 39,271,384 30.66 32.88

4 Budgeted.
Sources:  City of Richmond, Comprehensive Annual Financial Report for Fiscal Years 2004-05 through 2007-08 and Adopted
Budgel for Fiscal Year 2008-09.
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Sales and Use Taxes. The sales tax is an excise tax imposed on retailers for the privilege of
sclling tangible personal property. The use tax is an excisc tax imposed on a person for the storage, use or
other consumption of tangible personal property purchased from any retailer. The procceds of sales and
usc taxes (collectively, “Sales Tax™) imposed within the boundaries of the City are distributed by the
State to various agencics as shown below in Table A-13. The total Sales Tax rate for the City as of
April 1, 2009 is 9.75% and is allocated as follows:

Table A-13
City of Richmond
Composition of Sales Tax Rate
(As April 1, 2009)

State - General State — Fiscal Fund 6.00%
State — Fiscal Recovery Fund (temporary increase) 0.25
State - Local Revenue Fund 0.50
Local - City of Richmond (temporary reduction) 0.75
Local - Contra Costa County 0.25
Public Safety Fund (Proposition 172) 0.50
Subtotal Statewide Sales and Usc Tax 7.25
San Francisco Bay Area Rapid Transit District 0.50
Contra Costa County Transportation Authority 0.50
City of Richmond Transactions and Use Tax - General Fund' 0.50

TOTAL 9.75%

T In November 2004 the voters of the City approved Measure Q, which imposed a one-half of one percent (1/2%) transactions
and usc tax for General Fund purposes of the City and which commenced collection in April 2005. This transactions and use
tax is collected on a different tax base than the local sales and use tax. Local sales and use taxes are allocated to the area
where the salc takes place, while district transactions and use taxes follow the merchandise, so they arc allocated to the area
where merchandise s delivered and presumably used. As a result of these differences, there is not a perfect correlation
between the City’s local sales and use tax receipts and its rransactions and use tax receipts.

Source: California State Board of Equalization.

(Remainder of this Page Intentionally Left Blank)
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Partially as a result of thc currcnt cconomic downturn, the State faced a significant budget
shortfall in Fiscal Year 2008-09. In addition, budget shortfalls are currently anticipated in the coming
Fiscal Years. In order to address the current and anticipated budget shortfalls, the State Legislature
adopted and the¢ Governor approved a variety of spending reductions and revenuc enhancements,
including a 1% increasc in the State Sales Tax rate. This increase, which took effect April 1, 2009 and is
currently scheduled to remain in effect until July 1, 2012 will increase the State Sales Tax rate from
7.25% 10 8.25%, resulting in a total salcs rate within the City of 9.75%. No assurance can be given as to
such increase will have a material adverse impact on the level of retail sales within the City. See also “—
State Budget.”

Table A-14 scts forth a history of taxable sales for the City for calendar years 2003 through 2007.

Table A-14
City of Richmond
Taxable Sales
($ in thousands)
2003 2004 2005 2006 2007
Apparel stores S 35724 § 37226 $38,965 $38,864 $36,152
General merchandise storcs 194,689 202,413 208,358 206,293 235,802
Food stores 34,041 28,420 25,867 24,508 25,349
Eating and drinking establishments 48,748 48,641 52,911 54,188 56,778
Home furnishings and appliances 25,563 24,374 26,3406 27,656 23,421
Building materials and farm implements 97,520 98,994 100,174 96,514 42 248
Auto dealers and auto supplies 220,540 217,624 210,173 217,904 210,123
Service stations 153,210 134,987 185,474 203,878 242 647
Other retail stores 75.448 73,017 72.474 71,781 63,694
Subtotal Retail Stores $885,483 $865,696  §920,742  $941,586  $936.214
All other outlets 180,264 188,333 188.917 181,326 292,526
TOTAL ALL QUTLETS $1,065,747 $1,054,029 $1,109,659 §1,122912 $1,228,740

¥ Most recent annual data available,
Source: Culifornia State Board of Equalization.

{Remainder of this Page Intentionaliy Lefi Blank)
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Table A-15 shows Sales Tax receipts and their respective percentage of General Fund revenues
since Fiscal Year 2003-04 and the estimate for Fiscal Year 2008-09,

Table A-15
City of Richmond
Sales Tax Receipts

Percentage of

Sales Tax Genceral Fund
Fiscal Year Receipts Revenues % Changg
2004-05 $20,273,363 19.72% 64.13%
2005-06 25,402,253 23.86 25.30
2006-07 28,217,895 23.99 11.08
2007-08 29,005,711 25.90 2.79
2008-09° 30,935,102 24,15 6.65

t Estimated.
Sources: City of Richmond, Comprehensive Annual Financial Report for Fiscal Years 2004-05 through 2007-08 and Adopted
Budger for Fiscal Year 2008-09.

Sales Tax receipts for Fiscal Year 2007-08 werc approximately $29 million, representing
approximatcly 25.9% of General Fund revenues and transfers in and an approximately 2.8% increase
from Fiscal Year 2006-07.

Total Sales Tax reccipts in the Fiscal Year 2008-09 Budget are cstimated at $30.9 miilion,
representing 24.15% of budgeted General Fund revenucs and a projected increase of 6.65% from Fiscal
Year 2007-08 due to the opening of two new discount retailers in the City. Walmart recently completed
its first year of operations in the City and a Leed certified Target department store opened in July 2008.
With the opening of these stores, more City residents are shopping locally and residents from other
nearby arcas within western Contra Costa County are shopping in the City as well. The City’s budgeting
forecast of Sales Tax receipts is based on official State estimates and the forecasts of local economists.
The City’s budgeting forecast includes an estimated $7.3 million of revenue resulting from the one-half of
one percent (1/2%) transactions and use tax for General Fund purposes of the City, which was approved
by the voters as “Measure Q7 in November 2004 and which commenced collection in April 2003.

However, subsequent to the Fiscal Year 2008-09 mid-year budget update, the City projects a
$4 million decline in anticipated sales tax receipts in Fiscal Year 2008-09 due to the economic downturn.
The shortfall 1s expected to be offset by the one-time resources received in Fiscal Year 2008-09.

Documentary Transfer Tax. The City collects a tax (thc “Documentary Transfer Tax™) on all
transfers by deeds, instruments, writings or any other document by which lands, tenements, or other
interests in real property are sold at a rate of $7.00 for each $1,000 or fractional part thereof of the
consideration. Documecntary Transfer Tax revenucs for Fiscal Year 2007-08 were approximately
$3.6 million, representing 2.5% of General Fund revenues and transfers in. See “FINANCIAL
OPERATIONS—-Financial Statements.”
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Documentary Transfer Tax revenues for Fiscal Year 2006-07 were approximately $8.7 million,
representing 7.63% of General Fund revenues and transfers in and a 20.19% decrcase from Fiscal Year
2005-06 reflecting a cooling real estate market. Total Documentary Transfer Tax revenucs in the Fiscal
Ycar 2007-08 Budget are also estimated at approximately $8.7 million, representing 7.10% of budgeted
General Fund revenues. Table A-16 summarizes Documentary Transfer Tax receipts and their respective
percentage of General Fund revenues for the past five Fiscal Years.

Table A-16
City of Richmond
Documentary Transfer Tax Receipts

Documentary Pereentage of
Transfer Tax General Fund
Fiscal Ycar Receipts Revenues % Change

2004-05 510,609,187 10.32% 63.60%
2005-06 10,670,869 9.56 0.5%8
2006-07 7,297,735 6.20 (31.61)
2007-08 3,647,333 6.56 (50.02)
2008-097 2,104,812 1.65 (42.29)

1 Budgeted.

!

Sources: Comprehensive Annual Financial Report for Fiscal Years 2004-05 through 2007-08 and the Adopted Budget for Fiscal
Year 2008-09.

Revenue from the State. Revenue from the State consists of revenue from vehicle license fees
(the “VLF”) and property tax in licu of VLF (also known as the “VLF Backfill”). The City receives
additional property tax to replace VLF revenue that were reduced when the State repealed the State
gencral fund backfill for the reduction in the VLF. That occurred in for Fiscal Year 2007-08 was
approximately $§7.2 million, representing 6.2% of budgeted General Fund revenues and transfers in and a
projected decrcase of 31.61% from Fiscal Year 2005-06. Revenue from the Statc in the Fiscal Year
2008-09 Budget is approximately $9.9 million, representing approximately 6.8% of budgeted General
Fund revenucs and transfers in and an incrcase of approximately 3.0% from Fiscal Year 2007-08. Table
A-17 shows receipts of revenue from the State and their respective percentage of General Fund revenue
since Fiscal Year 2004-05 and the estimated amount for Fiscal Ycar 2003-09,

Table A-17
City of Richmend
Revenue from the State
($ in thousands)

Percentage of

Revenue from General Fund
Fiscal Ycar the State Revenue % Change
2004-05 $6,530 6.4% 57.08%
2005-06 7,587 7.1 16.19
2006-07 7,439 6.3 (1.95)
2007-08 9,964 7.5 33.94
2008-09" 10,264 6.9 3.01

Sources: Comprehensive Annual Financial Report for Fiscal Years 2004-05 through 2007-08 and the Adjusted Budget for Fiscal
Year 2008-09.
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On September 23, 2008, the Legislature passed the Fiscal Year 2008-09 State Budget. The State
has relicd on significant shifts in revenues from local governments to the State in Fiscal Years 2004-05
due to significant budgetary problems but did not do so in Fiscal Year 2006-07 or Fiscal Year 2007-08.
Sce also “—State Budgets—Fiscal Year 2008-09 State Budget.” See “CONSTITUTIONAL AND STATUTORY
LIMITATIONS ON TAXES AND APPROPRIATIONS — Proposition 1A.” in the front of this Official Statement.

Information about the State budget and State spending is regularly available at various State-
maintained websites. Text of the budget may be found at the website of the Department of Finance,
www.dof.ca.gov, under the heading “California Budget.” An impartial analysis of the budget 1s posted by
the Office of the Legislative Analyst at www.lao.ca.gov. In addition, various State official statements,
many of which contain a summary of the State budgets may be found at the website of the State
Treasurer, www.trcasurcr.ca.gov. Information on these websites has not been reviewed or verified by
either the City, the Underwriter or the Financial Advisor and is not incorporated by reference in this
Official Statement.

Other Revenues. Other sources of City revenues include the transient occupancy tax, the
franchise tax, fincs, and fecs for licenses and permits issued by the City which, on a combined basis, are
represented approximately 6.9% of the City’s General Fund revenues for Fiscal Year 2007-08 and
budgeted to represent approximatcly 6.7% of the City’s General Fund revenues for Fiscal Year 2008-09.

Pension Plans

The City contributcs to the California Public Employees’ Retirement System (“PERS”) as well as
three scparate City-administered, single-employer, defined-benefit pension plans - the General Pension
Plan, the Police and Firemen’s Pension Plan and the Garfield Pension Plan. For more information on the
City’s contributions to the below-described plans, see APPENDIX B—"AUDITED FINANCIAL STATEMENTS
OF THE CITY OF RICHMOND, FISCAL YEAR 2007-08 — Notes 10, 11 and 12.”

California Public Employees’ Retirement System. The City contributes to PERS, an agent,
multiple-employer, public employee, defined benefit, pension plan. PERS provides retirement and
disability benefits, annual cost-of-living adjustments, and death benefits to plan members and
beneficiarics. PERS acts as a common investment and administrative agent for participating public
entitics within the State of California. Benefit provisions and all other requirements are cstablished by
state statute and city ordinance. Copies of PERS’ annual financial report may be obtained from their
executive office: 400 P Street, Sacramento, California 95814,

The staff actuaries at PERS preparc annually an actuarial valuation which covers a Fiscal Year
cnding approximately 12 months before the actuarial valuation is prepared (thus, the actuarial valuation
delivered to the City in December 2008 covered PERS’ Fiscal Year 2007-08). The actuarial valuation
expresses the City’s required contribution rates in percentages of payroll, which percentages the City
contributes in the Fiscal Year immediately following the Fiscal Year in which the actuarial valuation is
prepared (thus, the City’s contribution rates derived from the actuarial valuation as of June 30, 2008,
which was prepared in December 2007, were cffective during the City’s Fiscal Ycar 2007-08). PERS
rules require the City to implement the actuary’s recommended rates.

In calculating the annual actuarially requircd contribution rates, the PERS actuary calculates on
the basis of certain assumptions the actuarial present value of bencfits that PERS will fund under the
PERS Plans, which includes two components, the normal cost and the Unfunded Accrued Actuarial
Liability (the “UAAL”). The normal cost represents the actuarial present value of benefits that PERS will
fund under the PERS Plans that are attributed to the current year, and the UAAL represents the actuarial
present value of benefits that PERS will fund that are attributed to past years. The UAAL represents an
cstimate of the actuarial shortfall between assets on deposit at PERS and the present value of the benefits
carmed through the valuation date by retirees and active employees. The UAAL is based on several
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assumptions such as, among others, the rate of investment return, lifc expectancy, age of retirement,
inflation, salary increases and occurrences of disabilities. In addition, the UAAL includes certain
actuarial adjustments such as, among others, the actuarial practice of smoothing losses and gains over
multiple years (which is described in more detail below). As a result, the UAAL is an cstimate of the
unfunded actuarial present value of the benefits that the City will fund under the PERS Plans to retirces
and active employees upon their retirement and is not as a fixed or hard expression of the liability the City
owes to PERS under the PERS Plans.

In each actuarial valuation, the PERS actuary calculates what was the expected actuarial value of
the assets (the “Actuarial Valuc™) of the PERS Plans at the end of the Fiscal Year (which assumes, among
other things, that the actuarial rate of return during that Fiscal Year equaled the assumed rate of
investment return of 7.75%). The PERS actuary uses a smoothing technique to determine the Actuarial
Value, calculated on certain policics. As described below, these policies were significantly changed in
April 2005, thus affecting the Actuarial Value calculations commencing in Fiscal Ycar 20006-07.
However, PERS docs not allow the Expected Valuce to be less than 90% or more than 110% of the market
value.

In April 2005, the PERS Board approved changes in its actuarial to help reduce volatility in
employer contributions rates. The changes included amortizing gains and loses over a rolling 30-year
period; moving from a threc-year to a 15-year smoothing methodology; revising the expected value
“corridor” limit for establishing the actuarial value of assets to not less than 80% or more than 120%; and
creation of a stabilization fund.

Complete updated inflation and actuarial assumptions can be obtained by contacting PERS at the
address shown above.

Funding Status. An actuarial valuation of assets differs from a market valuation of assets in that
an actuarial valuation rcflects so-called smoothing adjustments which smooth the impact of gains and
losses over multiple years. As of June 30, 2007, the actuarial value of the assets in cach of the Safety
Plan and the Miscellaneous Plan was approximately $359 million and $295 million, respectively. As a
result, even if the market rate of return of the assets in the PERS Plans is above the actuarial assumed rate
of 7.75% in future Fiscal Years, thc actuarial practice of smoothing losscs over several years may cause
the investment rate of return for actuarial purposes to be less than the market rate of return. 1If the market
rate of return is lower than the assumed rate, the PERS Plans will realize a loss for actuarial purposes, but,
ordinarily, this actuarial loss will bc smoothed such that the PERS Plans would only be impacted by one-
fifteenth of that loss in one Fiscal Year. Howcver, PERS has a policy that the difference between market
value and actuarial value cannot exceed 120%.

(Remainder of this Page Intentionally Left Blank)



The investment retumn for Fiscal Year 2006-07 was negative 2.5%.

Table A-18A-1
City of Richmond
Schedule of Funding Progress
Safety Plan

(PERS)
Unfunded
Actuarial Unfunded Annual (Overfunded)

Valuation Accrued Value {Overfunded) Funded Covered as % of

Datc Liability of Assets Liability Ratio Payroll Payrol]
06/30/05 $326,157,63%  $259,483,882 566,673,757 79.6% $22,128,726 301.3%
06/30/06 339,241,980 339,619,607 (377,627)  100.1 21,314,998 (1.8)
06/30/07 362,133,278 359,089,009 3,044,269 99.2 24,752,789 12.3

Table A-18A-2
City of Richmond
Schedule of Funding Pregress
Miscellaneous Plan
(PERS)
' Unfunded
Actuarial Unfunded Annual {Overfunded)

Valuation Accrued Value (Overfunded) Funded Covered as % of

Date Liability of Assects Liability Ratio Payroil Payroll
06/30/05 $269,183,479  §221,754,486 $47.428,993 82.4% $28,600,241 165.8%
06/30/06 277,497,262 278,531,185 (1,033,923y 1004 29,837,781 (3.5)
06/30/07 294,179,170 294,827 825 (648,655) 100.2 33,931,419 (1.9)

Source: City of Richmond-Audited Financial Statements of the Fiscal Year 2007-08.

Recent Developments—PERS - Decling_in_Investment Return.  Recent developments in the
financial markets have resulted in a decline in investment return for Fiscal Year 2007-08. As indicated
above, in calculating the UAAL in an actuarial valuation, the PERS actuary assumes an investment return
equal to 7.75%. The actual investment return for Fiscal Year 2007-08, net of cxpenses, was negative
5.1%. Employcr contribution rates are affected by the investment return in a given Fiscal Year in the
third Fiscal Year that follows. Therefore, the negative 5.1% return for Fiscal Year 2007-08 will first be
rcflected in employer contribution rates applicable for Fiscal Year 2010-11. However, PERS had
achieved double digit investment returns in each of the four fiscal years prior to Fiscal Year 2007-08
which excecded the assumed rate of investment rcturn. Through PERS 15-year smoothing of investment
returns, these previous positive returns will cushion the impact that the losses will have on employer
contribution rates in Fiscal Year 2010-11. As of June 30, 2007, with the assct smoothing mcthod, PERS
had set aside approximately 14% of the stabilization fund created by PERS in 2005. The negative 5.1%
return for Fiscal Year 2007-08, approximately 12.9% less than the 7.75% ecxpected rate of return, uses
most of the 14% stabilization fund. The estimated impact of the negative 5.1% investment return is a
decrease up to 0.1% of payroll in expected Fiscal Year 2010-11 employer rates, assuming all other
actuarial assumptions are realized in aggregate. The investment return for Fiscal Year 2008-09 will first
impact employer contribution rates in Fiscal Year 2011-12. Therefore, investment returns lower than the
7.75% expected rate of return in subsequent Fiscal Years will produce a significantly greater impact on
employcr contribution rates and the funded status of the plans in subsequent Fiscal Years. The extent of
such impact is not yet known.
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Funding Policy. Misccllancous Plan participants are required to contribute 8% of their annual
covered salary, while Safety Plan participants are required to contributc 9% of their annual covered
salary. The City makes the contributions required of City employecs on their behalf and for their account.
The City, as employer, was required to contribute for Fiscal Year 2007-08 at an actuarially determined
rate of 12.641% and 17.512% of annual covered payroll for miscellaneous and safety employees,
respectively.  The contribution requirements of plan members and the City are cstablished and may be
amended by PERS. Total employcr contributions based on actuarially determincd rates amounted to
$9,327,481 for the ycar ended Junce 30, 2008.

Annuaj Pension Cost. For Fiscal Yecar 2007-08, the City’s annual pension cost of approximately
S11,776,488 for PERS was equal to the City’s required and actual contributions and amortization of the
City’s prepaid pension contributions were funded with proceeds from the City’s 2005 Pension Obligation
Bonds in November 2005. The required contribution was detcrmined using the Entry Age Normal Cost
actuarial method. The required contributions to PERS for the last five Fiscal Years are set forth in the
tables below.

Table A-18B-1

City of Richmend
Schedule of Funding Progress
Safety Plan
(PERS)

Annual Pereentage of Prepaid

Pension Cost APC Pension
Fiscal Ycar (APC) Contributed Obligatign
6/30/2004 $5,358.051 100% $0
6/30/2005 7,248,178 100 0
6/30/2006 7,111,495 100 65,171,265
6/30/2007 5,506,687 100 63,785,279
6/30/2008 6,086,347 100 62,354,249

Table A-18B-2
City of Richmond
Schedule of Funding Progress
Miscellaneous Plan

Source:

City of Richmond- Audiled Financial Siatements of the Fiscal Year 2007-08.

(PERS)
Annual Percentage of Prepaid
Pension Cost APC Pension
Fiscal Year (APC) Contributed Obligation

6/30/2004 33,250,130 100% S0
6/30/2005 5,036,493 100 0
6/30/2006 5,708,395 100 46,360,181
6/30/2007 4,830,259 100 45,374,247
6/30/2008 5,690,141 100 44,356,270



General Pension Plan. The General Pension Plan funds retirement and other benefits payable to
36 retirces who are not covered by PERS. The General Pension Plan is closed to new membership, and
all of its current members are retired. Bencefits are funded from the assets of the General Pension Plan and
from related investment earnings. The City is required under its charter to contribute the rcmaining
amounts nccessary to fund the General Pension Plan using the Entry Age Normal Cost actuarial cost
mcthod as specified by ordinance.

As of July 1, 2007, the date of the most recent actuarial valuation, the actuarial present value of
pension benefits under the Gencral Pension Plan was $5,242,136, and the assets of the General Pension
Plan at fair market value were $2.416,881, resulting in an unfunded accrued actuarial liability (“UAAL™)
of $2,825,255. In computing the actuarial valuation, General Pension Plan assets werce assumed to yicld a
4.5% rcturn based on the fund’s asset allocation and were assumed to increase 3.5% annually. The City’s
annual paymem toward amortization of the UAAL is $307,948. Assuming future increases of 2% per
year in post-retircment cost-of-living increascs, and thus no future discretionary cost-of-living increascs,
the City expects that it will have fully funded the UAAL with such payments as of June 30, 2020.

Police und Firemen’s Pension Plan. The Police and Firemen’s Pension Plan is a defined benefit
pension plan covering 98 police and fire personnel employed by the City prior to Ociober 1964. The
Policc and Firemen’s Pension Plan is closed to new membership, and substantially all of its current
members are retired. Funding for the Police and Firemen’s Pension Plan is provided from the Pension
Reserve Trust Fund. Employees eligible under the Police and Firemen’s Pension Plan were vested after
five years of service, and members were allowed normal retirement benefits after 25 or more continuous
years of service, The City is required under its charter to contribute the remaining amounts necessary to
fund the Police and Firemen’s Pension Plan using the Entry Age Normal Cost actuarial cost method as
specified by ordinance. The City has established the Pension Rescrve Trust Fund, to which a portion of
the proceeds of an incremental property tax levy approved by the citizens of the City are credited, for the
payment of benefits under the Policc and Firemen’s Pension Plan as well as other pre-1978 benefits
approved for general safcty and miscellancous employees cnrolled in PERS. In Fiscal Year 2007-08, the
revenuc received by the Police and Firemen’s Pension Plan from the tax was $5,000,000, while bencfits
paid were $4,746,409.

As of July 1, 2007, the date of thc most recent actuarial valuation, the actuarial present value of
pension benefits under the Police and Firemen’s Pension Plan was $43,591,093, and the assets of the
Policc and Firemen’s Pension Plan at fair market value were $22,910,310, resulting in a UAAL of
$20,680,783. In computing the actuarial valuation, Police and Firemen’s Pension Plan assets were
assumed to yield a 6.50% return and benefit increases were assumed increase at a rate of 3.5% annually.
The City’s annyal payment toward amortization of the UAAL is $2,199,459, all of which is expected to
be paid from pension tax override revenucs. The City expects that it will have fully funded the UAAL
with such payments as of June 30, 2022.
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The City’s contributions to the Gencral Pension Plan and the Police and Firemen’s Pension Plan
in the five most recent Fiscal Ycars is presented below:

Table A-19A
City of Richmond
Pension Plan Contributions

General Pension Plan Police and Firemen’s Pension Plan
Annual Annual
Fiscal Required Amount Pereent Required Annual Percent
Year Contribution Contributed Contributed Contribution Contribution Contributed
2003-04 $357,744 $1,119,537 313% $2,428.906 $2,899.909 119%
2004-05 209,319 946,746 316 2,191,252 2,440,857 111
2005-06 238,264 238,264 100 2,215,648 2,215,648 100
2006-07 238,264 238,264 100 2,215,648 2,215,648 281
2007-08 307,948 307,948 100 2,199,459 5,000,000 227

Source: City of Richmond, Comprehensive Annual Financial Report for Fiscal Years 2007-08.

Table A-19B-1
City of Richmond
Schedule of Funding Progress
Police and Firemen’s Plan

Actuarial Annual Unfunded

Valuation Accrued Value Unfunded Funded Covered (Overfunded)

Date Liability of Asscts Liability Ratio Payroll % of Payroll
July 1,2003  $46,523,759  $20,450,153  $26,073,606 44% t N/A
July 1,2004 43,244,772 20,384,607_ 22,860,165 47 M N/A
July 1,2005 41,653,180 19,251,702 22,401,478 46 ¥ N/A
July 1, 2006 N/A® N/A® N/A®  N/A® o N/A
July 1,2007 43,591,093 22,910,310 20,680,783 53 a N/A

! Shown at zero becausc only one participant had not retired and was assumed to retite on the valuation date.
@ Actuarial valuations were not completed.
Source: City of Richmond, Comprehensive Annual Financial Report for Fiscal Years 2007-08,

(Remainder of this Page Intentionally Left Blank)
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Table A-19B-2
City of Richmond
Schedule of Funding Progress
General Pension Plan

Actuarial Annual Unfunded

Valuation Accrucd Value Unfunded Funded Covered {Overfundcd)

Date Liability of Asscts Liability Ratio Pavroll % of Payroll
July 1,2003  $6,331,911  $2,298,683 $4,033,228 36% t N/A
July 1,2004 6,303,516 2,786,571 3,243,945 46 ( N/A
July 1,2005 5614489 3,141,392 2,473,097 56 “’ N/A
July 1, 2006 N/A® N/A®? N/A® N/A® m N/A
July 1,2007 5242136 2,416,881 2,825,255 46 ‘” N/A

Shown at zero because only one participant had not retired and was assumed to retire on the valuation date.
)

All participants were retired as of the valvation date.
Source: City of Richmond, Comprehensive Annual Financial Report for Fiscal Years 2007-08.

Garfield Pension Plan. The City maintains the Garfield Pension Plan to fund defined rctirement
and other benefits due to a retired Chicf of Police of the City, pursuant to a contractual agreement,
Retirement and other benefits are paid from the assets of the Garfield Pension Plan and from related
investment earnings. In Fiscal Year 2007-08, the City contributed $72,484 to the Garfield Pension Plan.
The beneficiary of the Garficld Pension Plan is not covered under the Police and Fireman’s Pension Plan,
the General Pension Plan or PERS.

As of July 1, 2007, the date of the most recent actuarial valuation, the actuarial present value of
pension benefits under the Garfield Pension Plan was $899,777, and the assets of the Garfield Pension
Plan at fair market value were $326,228, resulting in a UAAL of $573,549. In computing the actuarial
valuation, Garficld Pension Plan asscts were assumed to yield a 4.5% investment return based on the
fund’s asset allocation and were assumed to increasc 3.5% annually, The City’s annual payment toward
amortization of thc UAAL is $72,484, all of which is expected to be paid from the General Fund. The
City expects that it will have fully funded the UAAL with such payments as of June 30, 2016.

Table A-20A-1
City of Richmond
Schedule of Funding Progress
Garfield Plan

Actuarial Annual Unfunded

Valuation Accrued Value Unfunded Funded Covered (Overfunded)

Date Liability of Assets Liability Ratio Payroll % of Payroll
July 1, 2003 N/AM N/AY N/AY N/A™ @ N/A
July 1, 2004 NAD N/A®M N/AD N/AW @ N/A
July 1,2005  $915,287  $301,298 $613,989 33% @ N/A
July 1, 2006 N/AW N/AY N/AWM N/AW @ N/A
July 1, 2007 899,777 326,228 573,549 36 @ N/A

M Actuarial valuati
Actuarial valuations were not completed.
@ All participants were retired as of the valuation date.

Source: City of Richmond, Comprehensive Annual Financial Report for Fiscal Years 2007-08.
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Table A-20A-2
City of Richmond
Five-Year Historical Trend
Garfield Plan

Annual

Fiscal Required Amount Percent

Year Contribution Contributed Contributed
2003-04 $56,920 $0 0%
2004-05 62,856 0 0
2005-06 73,917 73,917 100
20006-07 73,917 73,917 100
2007-08 72,484 42.484 100

Source:  Citv of Richmond, Comprehensive Annual Financial Report for Fiscal Years 2007-08.
Post Employment Health Care Benefits

In addition to the retirement and pension benefits described above, the City provides post
employment health care benefits (“OPEB Obligations™), in accordance with City ordinances, to all
employecs who retire from the City on or after attaining retirement age (50 for police and firc employees,
and 55 for all other employees) and who have at least 10 years of service. At June 30, 2008, cight retirees
met those eligibility requirements. The City had historically funded these benefits on a pay-as-you-go
basis until initiating a pre-funding plan in Fiscal Year 2007-08. During Fiscal Year 2005-06,
expenditures of $1,846,855 were recognized for OPEB Obligations. See APPENDIX B—“AUDITED
FINANCIAL STATEMENTS OF THE CITY OF RICHMOND, FISCAL YEAR 2007-08 - Note 13.”

Governmental Accounting Standards Board Statement No. 45 (GASB 45), which went into effect
for cities with annual revenues of more than $100 million on December 15, 2006, requires that non-
pension, post-employment benefits for retirecs, such as postretirement health care benefits, be shown as
an accrucd actuarial liability in the audit, similar to the current treatment of pension benefits. GASB 45
requires only the identification and disclosure of the City’s unfunded accrued actuarial liability and
funding status; it docs not require the City or any other affected public agency to fully fund such liability.
The City has undertaken an actuarial study to estimate its OPEB Obligations as of July 1, 2005 rolied
forward to July 1, 2007.

The City started pre-funding its OPEB Obligations by moving its ARC into a Retirce Benefit
Trust Account beginning in Fiscal Year 2007-08. The City’s Fiscal Year 2007-08 budget included the
$2,810,309 ARC as well as the $898,994 normal cost, although the City set aside $2.0 million in Fiscal
Year 2005-06 to begin prefunding the liability. There can be no assurance the City will continue to
prefund such liability, if any. The recognition of any liability on the City’s financial statements could
have a negative effect on the City’s credit ratings unless the City manages the liability in a manner that
kceps the City’s financial margins healthy.
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Table A-21
Post Employment Benefit Summary
Number of Participating

Number of
Fiscal Year Participating Retirees City Contribution
2003-04 344 $1,312,234
2004-05 389 1,660,345
2005-06 418 1,846,855
2006-07 413 1,973,346
2007-08 408 5,906,179

Source: City of Richmond.

As of June 30, 2008, the City joined the Public Agencies Post-Retirement Health Care Plan, a
multiple employer trust administered by Public Agency Rectirement Services (“PARS”). The City’s
policy is to partially prefund these benefits by accumulating assets with PARS discusscd above along
with making pay-as-you-go payments pursuant to Resolution No. 52-06 of June 27, 2006. The annual
required contribution (“ARC”) was dctermined as part of a July 1, 2007 actuarial valuation using the
entry age normal actuarial cost method. This is a projected bencfit cost method, which takes into account
those benefits that are expected to be earned in the future as well as those already accrued. The actuarial
assumptions included (i) 7.7% investment rate of return, (ii) 3.25% projected annual salary increasc, and
(ii1) health care cost trend rates of 4.75 t0 5.25% for medical and 4.25% for dental. The actuarial methods
and assumptions uscd include techniques that smooth the effects of short-term volatility in actuarial
accrued liabilitics and the actuarial valuc of assets. Actuarial calculations reflect a long-term perspective
and actuarial valuations involve estimates of the value of reported amounts and assumptions about the
probability of events far into the futurc. Actuarially determined amounts are subject to revision at lcast
biannually as results are compared to past expectations and new estimates and made about the futurc. The
City’s OPEB unfundcd actuarial accrued liability is being amortized as a level percentage of projected
payroll using a 30-year amortization period.

Funding Progress and Funded Status. Generally accepted accounting principles permit
contributions to be treated as OPEB assets and deducted from Actuarial Accrued Liability when such
contributions are placed in an irrevocable trust or equivalent arrangement. During the Fiscal Year ended
June 30, 2008, the City contributed $5,906,179 to the Plan, including $2,206,179 for pay-as-you-go
premiums, $1,700,000 paid to PARS rcpresenting the remaining ARC plus an additional $2,000,000 paid
to PARS to prefund benefits which represented 9.3% of the $63.5 million of covered payroll. As a result,
the City has recorded the Net OPEB Asset, representing the difference between the ARC and actual
contributions, as presented below:

Annual required contribution £3,709,303
Adjustment to annual required contribution -
Annual OPEB cost 3,709,303
Contributions madc (5,096,179)

(Dccrease) increase in net OPEB obligations (2,196,876)
Net OPEB obligation June 30, 2007 -

Net OPEB obligation (asset) June 30, 2008 ($2,916,876)

A-39



The actuarial accrued liability (thc “AAL”) rcpresenting the present valuc of future bencfits,
included in the actuarial study dated July 1, 2007, amounted to $47,046,989 million and was unfunded
since no assets had been transferred into PARS as of that date. However, as of June 30, 2008, the City
transferred additional contributions to PARS which along with investment income totaled $5,906,179 and
reduced the unfunded actuarial accrued liability to $41,140,810.

The Plan’s annual required contributions and actuarial contributions for the year ended June 30,
2008 are sct forth below:

Annual
Required Percentage Net OPEB
Fiscal Contribution Actual of ARC Obligation
Year {ARC) Contnibution Contributed {Assct)
6/30/2008 $3,709,303 85,906,179 159.23% ($2,196,876)

The Schedule of Funding Progress presents trend information about whether the actuarial value of
plan assets is increasing or decreasing over time relative to the actuarial accrued liability for benefits.
Trend data from the July 1, 2007 actuarial study is presented below:

Overfunded
Overfunded (Underfunded)
Entry Age  (Underfunded) Actuarial
Actuarial Actuarial Actuarial Liability as
Actuarial Value of Accrued Accrued Funded Covered Percentage of
Valuation Assets Liability Liability Ratio Payroll Covered Payroll
Date (A) (B) (A-B}) (A/B) (C) _[(A-BY/C]
7/1/2007 - $47,046,980  (547,046,989) 0% $44,201,238 (106%)

City Employees; Collective Bargaining

For Fiscal Year 2008-09 the City has budgcted approximately 947 permanent, full-time positions
Citywide. The City has never experienced a work stoppage.

Table A-22
City of Richmond
Budgeted Positions
Fiscal Years 2004-05 through 2008-09

Budgeted
Fiscal Year Positions
2004-05 710
2005-06 %20
2006-07 915
2007-08 042
2008-097 947

1 Budgeted.
Source: City of Richmond, Human Resources Depariment.
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The City’s employces are currently represented by five collective bargaining units, as follows:
Police, Police Management, Fire, Firc Management, Management and General. Table A-23 summarizes
the number of employces included in the four largest labor organizations. These four organizations cover
69.0% of the represented employces.

Table A-23
City of Richmond
Summary of Labor Agrecments
Employce Representation Employcc
Organization Members' Contract Term Budgcted Salary Increases

Firc Fighters LAF.F., Local 188 82 July 1, 2006 - 1/1/07 — 4.0%
June 30, 2009 711407 —4.0%

1/1/08 - 2.5%

7/1/08 — 4.0%

Firc Management, RFMA 6 July 1, 2004 - 1/1/07 4.0%
June 30, 2009 7/1/07 - 4.0%

1/1/08 - 3.0%

7/1/08 — 4.0%

1/1/09 - 3.0%

General (Part time), S.E.LU. Local 790 54 July 1, 2006 - 7/1/07 - 4.0%
Junc 30, 2010 7/1/08 - 4.0%

7/1/09 — 4.0%

General (Full time), $.E.I.U. Local 790% 407 July 1, 2004 - 71107 — 4.0%
Junc 30, 2010 7/1/08 — 4.0%

7/1/09 -~ 4.0%

Management, IFPTE Local 21 133 July 1, 2004 - 7/1/07 ~ 4.0%
June 30, 2010 7/1/08 — 4.0%

7/1/09 — 4.0%

Police Management Association 149 July 1, 2008 - 7/1/08 =5.0%
June 30, 2012 7/1/09 —=5.0%

7/1/10 =5.0%

T/1/11 -5.0%

Police Officers Association 176 7/1/08 — 5.0%
July 1, 2008 - 7/1/09 — 5.0%

June 30, 2012 T1/10-2.5%

H1/11 - 2.5%

711111 -2.5%

1/1/12 - 2.5%

TOTAL 1,007

i

Number of funded positions in Fiscal Year 2008-09 Budget.

Source: City of Richmond, Human Resources Department.
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Capital Planning

Each ycar the City adopts a five-year Capital Improvement Plan (“CIP”) containing a forecast of
capital improvement nceds and funds identified to meet those needs during the current budget Fiscal Year
and the next four Fiscal Years. The CIP for Fiscal Years 2007-08 through 2011-12 identifies
approximatcly $510 million of funded capital improvement projects and approximately $265 million of
unfunded capital improvement projects, The CIP is available from the City’s website.

Risk Management

The City is exposcd to various risks of loss related to torts, theft of, damage to, and destruction of
assets, errors and omission, injuries to employecs, natural disasters, and inverse condemnation. The City
began self-insuring its workers’ compensation and its gencral and auto liability in 1976. The City has
choscn to cstablish risk financing internal service funds where assets are accumulated for claim
scttlements associated with the above risks of loss up to certain limits. Excess coverage for the above-
mentioned risk categories excluding wrongful tcrmination, sexual harassment, and inversc condemnation
is provided by policies with various commercial insurance carriers.  Self-insurance and insurance
company limits are as follows:

Type of Coverage Sclf Insurance Commercial Insurance Carrier
Workers’ compensation for Up to $1,000,000 per claim $24,000,000 in excess of self-
public safety cmployees insured retention

Differcnce in conditions 10% per-1970, minimum $56,000,000 in exccess of self-

$100,000, 5% post-1970 of total  insured retention
insured value of cach building
Crime/Employee Dishonesty $10,000 per claim £1,000,000 in excess of deductible

In August 2002, the City joined the Municipal Pooling Authority, which provides coverage for
the following types of risk pursuant to a joint powers agreement with the City and several other cities and
several other governmental agencies:

Type of Coverage ’ Deductible Coverage Limits
Liability $250,000 $25,000,000
Property
All Risk Fire, Property 5,000 1,000,000,000
Flood 100,0007 25,000,000
Boiler and Machinery 5,000 100,000,000
Employment Practices 50,000 1,000,000

1 Minimum deductible per occurrence except Zone A and Zone V which re subject to a $250,000 deductible.

See also APPENDIX B—AUDITED FINANCIAL STATEMENTS OF THE CITY OF RICHMOND, FiscaL
YTEAR 2007-08 — Note 14.”
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CITY DEBT SUMMARY

General Obligation Bond Debt

The City has no outstanding general obligation bonds.
General Fund and Lease Obligation Debt

The City may enter into long-term lease obligations such as certificates of participation or lease
rcvenue bonds without first obtaining voter approval. The City has entered into various leasc
arrangements under which the City must make annual lease payments for its use and occupancy of public
buildings or acquisition of cquipment necessary for City operations.

Table A-24 summarizes the lcase obligations payable from or backed by the General Fund of the

City as of June 30, 2008. The City has never failed to pay principal of or interest on any debt or lease
obligation when due nor made any draws on debt service reserves.

Table A-24
City of Richmond
General Fund Lease Obligations
As of June 30, 2008
Date Amount Amount Final
Issuer/issuc Issued Projects Issucd Outstanding  Maturity
City of Richmond
Capital Leases Various  Various $ 6,729,623 § 5,582,050 Vanous
Richmond Joint Powers Financing Authority
Port Terminal Lease Revenue Refunding Bonds, 1999 Port Terminal 10,955,000 2,385,000 2009
Series 1999A7
Lease Revenue Bonds Series 2007 2007 Civic Center/Reflinance Prior Bonds 101,420,000 101.420.000 2037

S119,104,623 $109,397,050

T These bonds mature on June [, 2009 and will be paid from funds on deposit in the reserve fund as permitted by the related
trust agreement,
Source: City of Richmond, Department of Finance.

In addition to the above obligations, the City has issued two scrics of bonds that arc secured by
the City’s property tax override revenues, which are available to pay for pension obligations approved by
voters prior to July 1, 1978. They are (1) the City’s Pension Obligation Bonds, Series 19994, issued in
1999 in the aggregate principal amount of $36,280,000, of which $22,825,000 remains outstanding, and
(2) the City’s Taxable Pension Funding Bonds, Series 2005, issued in the aggregate principal amount of
$114,995,132.50, of which $114,979,775.00 remains outstanding, and a percentage of which (14%) is
payable from the City’s General Fund revenues.
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City Overlapping and Bonded Debt

The estimated dircet and overlapping bonded debt of the City as of April 1, 2009, is shown in
Table A-25 below. The information in Table A-25 has been provided by California Municipal Statistics,
Inc. The City has not independently verificd the information in Table A-25 and does not guarantee its

accuracy.

Table A-25
City of Richmond
Statement of Direct and Overlapping Debt
As of April 1, 20069

$13,762,326,946
2.404,324,533
$11,358,002,413

2008-09 Asscssed Valuation:
Redevelopment Incremental Valuation:
Adjusted Assessed Valuation:

OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable Debt 4/1/09
Bay Arca Rapid Transil District 2.577% S 11,373,847
Contra Costa Community Collcge District 8.230 14,488,915
West Contra Costa Unified School District 56.511 359,534,416
West Contra Costa Healthcare District Parcel Tax Obligations 52.210 12,480,801
East Bay Municipal Utility District, Special District No. 1 0.894 266,278
East Bay Regional Park District 3799 4,781,042
City of Richmond Community Facilities District No. 1998-1 100, 3,770,000
City of Richmond 1915 Act Bends 100. 19,555,000
TOTAL OVERLAPPING TAX AND ASSESSMENT DEBT $426,250,299
DIRECT AND OVEREAPPING GENERAL FUND DEBT:
Contra Costa County General Fund Obligations 8.203% $ 24,607,359
Contra Costa County Pension Obligations 8.203 40,439,560
Alameda-Contra Costa Transit District Certificates of Participation 7.726 3,304,024
Contra Costd Community College District Certificates of Participation 8.230 91,353
West Contra Costa Unified School District Certificates of Participation 56.511 13,217,923
City of Richmond Port Terminal Authority 100. 2,385,000
City of Richmond General Fund Obligations 109. 99,530,000
City of Richmond Pension Obligations 100. 130,815,133
TOTAL DIRECT AND OVERLAPPING GENERAL FUND DEBT $314,390,352
COMBINED TOTAL DEBT $740,640,651

(1) Excludes issue 1o be sold.

{2} Excludes tax and revenuc anticipation notes, enterprise revenuc, mortgage revenue and tax allocation bonds and non-

bonded capital lease obligations.

Ratios to 2008-09 Assessed Valuation:

Total Overlapping Tax and Assessment Debt.............. 3.10%
Ratios to Adjusted Assessed Valuation:

Combined Direct Debt ($232,730,133).c.ccccmmicemincecnss 2.05%

Combined Total Debl...........c.ocooviiivii v 6.52%

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/08: $0

Source: California Municipal Statistics, Inc.
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DEMOGRAPHIC AND ECONOMIC INFORMATION

Introduction

The demographic and economic information provided below has been collected from sources that
the City has determincd to be reliable. Because it is difficult to obtain complete and timely regional
economic and demographic information, the City’s economic condition may not be fully apparent in all of
the publicly available rcgional economic statistics provided hercin.

Population

City residents account for approximately 10% of the population of the County. While the period
from 1980 to 2000 was characterized by rapid population growth in both the City and the County, the last
five years rcflect a trend of slower growth. Table A-26 below shows the population of the City, the
County and the State according to the U.S. Census for the years 1980, 1990 and 2000 and the California
Department of Finance for 2004 through 2008.

Table A-26
City, County and State Population Statistics

Year City of Richmond Contra Costa County State of California
1980 74,676 656,331 23,667,764
1990 86,019 803,732 20,758,213
2000 99,216 948,816 33,871,648
2004 101,960 1,008,999 36,252 878
2005 102,677 1,020,384 36,743,186
2006 102,676 1,030,732 37,195,240
2007 103,828 1,042,341 37,662,518
2008’ 103,577 1,051,674 38,049,462

¥  Most recent data available.
Sources: U.8. Census Burcau (1980, 1990 and 2000), California Department of Finance (2004-2008).

Economy

Overview. The economy of the City includes oil refining operations, hcavy and light
manufacturing, distribution facilities, service industrics, commercial centers, and a multi-terminal
shipping port on San Francisco Bay. Richmond also serves as a government center for western portions
of Contra Costa County.

The cconomy of the City has experienced growth in light and high technology companies and
new business parks that accommodate both light industrial and “office/flex” type commercial buildings.
Growth in these sectors is adding diversity to the City’s historically heavy industrial base. At the same
time, major manufacturers continue to upgrade their facilitics, making major investments in
modernization and expansion.

A-45



Industrial Activity. Historically, the City has been viewed as an industrial and distribution
center, largely duc to the visibie presence of a major oil refinery, Chevron USA Richmond Refinery, and
other major industries: Bio-Rad Laboratories, Pinole Point/Marwais Steel and the bulk liquid terminals in
the Port of Richmond.

Chevron Products Company, which owns and operates the Chevron Refinery Facility located in
the City, applicd for and rececived a Conditional Use Permit (CUP) and a Design Review Permit (DRP) to
allow a rcplacement of the existing hydrogen plant, power plant, and reformer, and installation of other
new associatcd equipment to increasc the Refinery’s ability to producc gasoline meeting State of
California specifications. The equipment would allow the Refinery Facility to use a wider range of crude
oil sources than those currently processed at the facility. The new equipment would improve refinery
reliability, encrgy efficiency, and add environmental controls.

Biotechnology. Biotechnology companics located in the City include Bayer Hecalthcare
Pharmaceuticals, Bio-Rad, Kaiscr Laboratories, Onyx Pharmaceuticals, Sangamo Biosciences, and the
State Department of Health.

Bayer Healthcare Pharmaccuticals (formerly Berlex Biosciences), a global leader in the rescarch,
development, manufacture and commercialization of innovative biotechnology and specialty
pharmaccutical products, is located on a 53-acre campus, comprised of two buildings, representing
approximately 157,000 square feet, in the Hilltop area of the City.

Bio-Rad, a manufacturer of products for life science research and clinical diagnostics, leases
116,000 squarc feet of space in Richmond’s Pinole Point Business Park near Atlas Road on the Richmond
Parkway.

Kaiser Laboratorics handles more than 25,000 lab specimens daily in a 50,000 square foot facility
located on marina way south in Richmond’s Marina District.

Transcept Pharmaceuticals, a specialty pharmaceutical company focused on development and
commercialization of proprietary products that address therapeutic needs in the field of neuroscience, is
located in an approximately 12,757 squarc foot facility in the Point Richmond area of the City.

Sangamo Biosciences, a worldwide leader in the design and development of engineered zinc
finger DNA-binding proteins for genc rcgulation and gene modification, is located in a 127,500 square
foot facility in the Point Richmond area of the City.

The State Department of Health Services operates a Public Health Laboratory in a state-of-of-the-
art facility comprised of five buildings encompassing approximately 700,000 square feet in the Marina
District.

High Tech. Among the high tech companics located within the City is Dicon Fiberoptics. Dicon,
a manufacturecr of fiberoptic components, modules and test instruments. Dicon is located in an
approximately 201,000 square foot corporate hcadquarters building and an approximately 130,000 square
foot rescarch facility are located on an approximately 28-acre campus located in the Marina District of the
City.
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Green Technology. Cutting-edge companies localed in the City include SunPower, Hebodyne
and Vetrazzo.

SunPower, an international designer, manufacturer and distributor of high efficiency solar electric
technology, occupics 175,000 square fect in the refurbished, historic 520,000 square foot Ford Point
Building in the Marina District.

Vetrazzo, a co-tenant with SunPower in the Ford Point Building, produces custom countertops
and flooring from recycled glass in its 40,000 square foot workspace.

Heliodyne, a leading US manufacturer of solar water heating equipment, occupics 4,298 squarc
fect in the Southern Gateway area of the City off of Interstate-580,

“High tech™ light industrial firms, research and development companies, biotechnology, and
business park dcvelopments are growing industrial scctors in Richmond. Biotechnology, medical
instruments, and computer software in particular are emerging sectors in the City’s cconomy.

A number of factors appear to be attracting the new high tech firms to the City:

¢ The ongoing development and leasing of light industrial/business park property at Hilltop and in
the Marina District along Richmond’s South Shoreline and the Richmond Parkway;

*  Availability of fairly cxtensive vacant or under utilized land areas zoned for industrial usc;

* Relatively lower land costs than clscwhere in the Bay Arca;

® Richmond’s central location in western Contra Costa County, within a short distance of San
Francisco, Oakland and other East Bay cities, Marin County, and a relatively casy commute to the
State’s capitol, Sacramento;

* Proximity to the University of California at Berkeley, one of the major scientific universities and
library systems in the world; _

® Good access and transportation (Richmond has two Interstate freeways, the Richmond Parkway,
Amtrak, BART and AC Transit, as well as good rail and water transportation facilities, including
Union Pacific and BNSF Railroads, Santa Fe western terminal, and the Port of Richmond); and

* Availability of affordable housing for employees in a variety of ncighborhoods, housing types
and price ranges.

Completion of the John T. Knox Frecway in the carly 1990°s (Interstate 580 extension from
Interstate 80 at Albany to the Richmond/San Rafael Bridge) has spurred new industrial and commercial
development along the freeway corridor throughout Richmond’s South Shorelinc area. Development
along the Richmond Parkway, which links the northern edge of Richmond (Interstate 80 at Hilltop) and
the City’s southwest corner (Interstate 580) and the Richmond San Rafael Bridge, opened up a large tract
of industrially zoned area in the northwest area of the City. As the economy improves, the shoreline area
of the City will be in stronger demand for residential and commercial development. Best practices will
require intelligent and steady stewardship to strike the optimum balance between residential development,
job creation, recreation and the creation of sales tax and tax increment creation. [t will be important to
think in terms of long-term impacts of land-use decisions rather than simply build whatever the market
demands at a given time, since residential and commercial market demands at a given time, since
residential and commercial markets experience upturns and downturns. Although development is
preferable sooner rather than later, good judgment is requircd to ensure the greatest long-term benefit to
the citizens of the City. Supporting goals include:
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. Complete the transfer of titic for the remainder of Point Molatc from the Navy for the
City and facilitate site clean-up and development.

. Facilitate site remediation and entitlements for the development of Campus Bay.

. Facihtate ferry service 1o Marina Bay, as well as rclated infrastructure and development
to include a grade change on Marina Bay Parkway and increasing the density of
residential and commercial development in the vicinity of the ferry terminal location.

. Continue to attract and incrcase the density of development in accordance with the
Gengral Plan.

Summary of Major Industrial/Commercial Activity. The City is continuing in its efforts to
attract additional developers, builders, and commercial activity to all areas of the City. Economic
devclopment program cfforts arc being expanded to increase private sector investment and job creation in
the City. In Fiscal Year 2008-09, the following key commercial/industrial activity took place in the City:

¢ Bio-Rad, in nced of expansion space, lcased 116,250 square fect in the Pinole Point Busincss
Park (now owncd by Sares Regis) off the Richmond Parkway near Atlas Road.

e The Ford Building tn the Marina District moved to ncar 100% occupancy, adding SunPower and
Mountain Hardwear to the mix of existing busincsses, including Vetrazzo and Title 9.

Hcro Arts relocated to the historic Cannery Building in the Marina District.

e EcoTimber, a high-end bamboo flooring manufacturer and distributer formerly based in San
Rafael, lcased 20,000 square feet in a 40,000 squarc feet building in Richmond’s Southern
Gateway,

e Leasing cfforts continued for Campus Bay: an office/research and development campus to the
south along 1-580 to the south, totaling 500,000 square feet developed by Simeon Propertics.

(Remainder of this Page Intentionally Left Blank)

A-48



Employment

Table A-27 provides a listing of major employers headquartered or located in the County.

Table A-27

2008 Major Employers in Contra Costa County, California
Emplover Name Location Industry
ADP San Ramon Payroll Preparation Service
Bay Area Rapid Transit Richmond Transit Line
Berlex Laboratorics, Inc. Richmond Pharmaceutical Preparation
Big Blow Tyrc Bamn Crockett Real Estate Loans
Chevron Corp San Ramon Petroleum Refining
Chevron Global Downstream San Ramon Service Stations
Concord Naval Weapons Station Concord Federal Government
County of Contra Costa Martinez County Government
Contra Costa Community College District Martingz Education
Contra Costa Regional Medical Center Martinez County Government
Diablo Valley College Pleasant Hill Colleges Academic
Doctor’s Medical Center San Pablo Hospitals
John Muir Physical Rehab Concord Rehabilitation Services
John Muir Physician Referral Walnut Creek Hospitals
Kaiser Permanente Medical Center Martinez Health Plan
Kaiser Permanente Medical Center Walnut Creek Hospital
Mt. Diablo Unified School District Concord K-12 Education
Martinez Refining Co. Martinez Petroleum Products
Muirlab Walnut Creck Medical Laboratory
PMI Mortgage Insurance Co. Walnut Creek Mortgage Insurance
City of Richmond Richmond Government
San Ramon Regional Medical Center San Ramon Hospital
Shell Oil Preducts Co. Martinez Service Stations
St. Mary’s College Moraga School
Sutter Delta Medical Center Antioch Hospital
Tesoro Refining & Marketing Co. Pacheco Convenience Store
US Vetcrans Medical Center Martinez Hospitals
USS-Posco Industries Pittsburg Steel Mill
West Contra Costa Unified School District Richmond K-12 Education

Sources:  Smate of California, Employment Development Department, East Bay Business Times, Book of Lists, 2008 and San
Francisco Business Times, Book of Lists, 2008.
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The following Table A-28 comparcs estimates of the labor force, civilian employment and
unemployment for County residents, State residents and United States residents between 2003

through 2007.

Table A-28

Civilian Labor Force, Employment and Unemployment

Annual Average for Years 2003 through 2007

Civilian Unemployment

Year and Area Labor Force Employment Uncmployment Rate
2003
City 50,500 45,600 4,900 9.7%
County 521,300 481,200 31,100 6.1
State 17,418,700 16,227,000 1,190,500 6.8
United States 146,510,000 137,736,000 8,774,000 6.0
2004
City 50,000 45,600 4,400 8.8
County 508,500 480,800 27,700 5.5
State 17,538,800 16,444,500 1,094,300 6.2
United States 147,401,000 139,252 000 8,149.000 5.5
2005
City 50,100 46,200 3,900 7.8
County 511,900 487,300 24 600 4.8
State 17,695,400 16,782,300 958,100 5.4
United States 149,321,000 141,730,000 7,591,000 5.1
2006
City 50,700 47100 3,600 7.2
County 518,500 496,300 22,200 43
State 17,901,900 17,029,300 872,600 49
United States 151,428,000 144,427 000 7,001,000 46
2007
City 51,700 47,600 4,100 7.9
County 526,100 501,200 24,900 4.7
State 18,188,100 17,208,900 974,200 34
United States 153,124,000 146,047,000 7,078,000 4.6

1 Most recent annual data available. Data is not seasonally adjusted. The unemployment data for the County and State is
calculated using unrounded data.
Sources: State of California Employment Development Department Labor Market Information Division; U.S. Bureau of Labor
Statistics.
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Effective Buying Income

“Effective Buying Income” is defined as money income less personal tax and non-tax payments,
a number often referred to as “disposable” or “after-tax™ income. Money income is the aggregate of
wages and salarics, net farm and non-farm sclf-cmployment income, interest, dividends, nct rental and
royalty income, Social Sccurity and railroad rctirement income, other retirement and disability income,
public assistance income, unemployment compensation, Veterans Administration payments, alimony and
child support, military family allotments, nct winnings from gambling and other periodic income.
Deducted from this total money income arc personal income taxcs (federal, state and local), personal
contributions to social insurance (Social Security and federal retirement payroll deductions), and taxes on
owner-occupied non-business real cstate.

The following table summarizes the median cffcctive buying income for the City, the County and
the Statc for the calendar years 2003 through 2007. Claritas Inc. estimated 2007 median household
effective buying income at $42,893 for the City.

Total Effective Buying Income

Table A-29
City of Richmond, Contra Costa County and the State of California

Calendar Years 2003 through 2007

2003
City $40,033
County 54,448
Statc 42,484

2004

540,304
54,862
42,924

2005
$41,357
56,165
43915

2006
$41,934
56,979
44,681

2007
$42,893
58,497
46,275

Sources: Survey of Buying Power, Sales & Marketing Management Magazine (2003 through 2003) and Demographics USA,
Claritas Inc. (2006 and 2007). Data for 2006 and 2007 may not be comparable with prior years due to change in

SOnFce.

Construction Activity

Table A-30 sets forth a five-ycar summary of building permit valuations and new dwelling units

within the City.
Table A-30
City of Richmond
Building Permit Valuations
Calendar Years 2004 through 2008
($ in Thousands)
Value of Total
Single Family Multifamily Alterations and Residential Nonresidential

Year Units Valuation Units Valuation Additions Valuation Valuation Totalt
2004 213 $51,247 117 $19,900 $12,174 $83,321 $54,866 $138,187
2005 199 47275 91 11,315 12,668 71,258 54,368 125,626
2006 73 17,189 108 10,845 10,710 38,744 39,793 78,537
2007 43 9,759 148 16,196 10,342 36,297 33,810 70,107
2008 28 6,734 50 5,298 9,749 21,781 50,833 72,614

t  Total represents the sum of residential and nonresidential building permit valuations. Data may not total due to independent

rounding.
Source: Construction Industry Research Board.
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Community Facilities

Richmond area rcsidents have access to modern health care facilitics. The Richmond area has
two general hospitals, Doctors Hospital in San Pablo and the Kaiser Hospital Facility, located in
downtown Richmond. Richmond also has several convalescent hospitals. The Richmond arca offers a
varicty of lcisure, rccreational and cultural resources, from boating, fishing and hiking, to live theater,
golf, tennis and team athletics. Three regional parks are on the shoreline: Point Pinole, George Miller
Jr./John T. Knox, Ferry Point and Point Isabel. The City operates a public marina (775 boat berths at
Marina Bay), four large community parks (Point Molate Bcach Park, Hilltop Lakeshore Park, Nicholl
Park, and Marina Park and Green), 25 ncighborhood patks ranging in size from one to 22 acres, many
play lots and mini parks, and secven community centers,

In addition, the City operates a disabled person’s recreation center, a sports facility, two senior
centers (Richmond Senior Center and Richmond Annex Senior Center), the Richmond Muscum, the
Richmond Municipal Auditorium, the Richmond Swim Center, Coach Randolf Pool, the Washington
Fieldhouse, the Veterans Memorial Auditorium, and the Richmond Public Library. The Richmond Art
Center, a privately funded arts organization, is panly supported by the City of Richmond. Currently, only
four of the City’s recreation centers arc operational.

Also in Richmond arc sevcral private yacht harbors, golf and country clubs, and community
theaters. Within 30-45 minutes by BART or car are the cultural resources of other cities in the East Bay
and Bay Area, including Oakland, Berkeley and San Francisco.

East Bay Regional Park District (“EBRPD”) maintains one regional park, four rcgional
shorelines, and one regional preserve within Richmond. One additional parkland facility, the 214-acre
Kennedy Grove Regional Recreation Area, is located in an unincorporated area of the County bordering
on the City at the castern end of El Sobrante Valley. The four regional shorclines presently owned and
maintained by EBRPD represent a substantial portion of the City’s shoreline. The regional shorelines and
Wildcat Canyon Park are used not only by residents of the City but also by the general public within the
Bay Area rcgion.

Transportation

The City is a central transportation hub in the Bay Area, offering conventent access throughout
the region and well into central California. The City’s port facilities, railroads and proximity to
international airports are complemented by a network of freceways and public transportation services.

Freeways., Existing and new highways have made travel to and through the City more efficient
and convenient. Interstaic 80, which passes through the City, is a direct route to Qakland, San Francisco,
Vallejo, Fairfteld and Sacramento. Interstate 580 provides continuous freeway access from Richmond’s
South Shoreline area to East Bay communities and to Marin County and is stimulating new commercial,
industrial and residential development along Richmond’s South Shoreline. Similarly, completion of the
Richmond Parkway through North Richmond in 1996 improves vchicular access between Marin and
communities to the north and east on Interstate 80, while opening major tracts of land along the City’s
north shoreline for new development.

Port and Rail. The City’s deep water port is third largest in the State by annual tonnage,

handling more than 20.8 million metric tons of general, liquid and dry bulk commeodities each year. For
additional information regarding the Port of Richmond, sce APPENDIX C—“THE PORT OF RICHMOND.”
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Regional Airports. Qakland International Airport {(approximately {8 miles from the City) and
San Francisco International Airport (approximatcly 28 miles from the City) provide the City with world-
wide passenger and freight service. In addition, Concord’s Buchanan Field, in central Contra Costa
County, 1s 25 miles to the east and provides limited scheduled service and general aviation services.

Public Transit. The public is served by the San Francisco Bay Arca Rapid Transit System
(“BART™) with a station conveniently located in downtown Richmond; AMTRAK passenger train
service is available from a station adjacent to the Richmond BART station; and AC Transit offers local
bus service within the City, to other East Bay communities and 1o San Francisco.

Utilities
Electric power and natural gas services to the City are supplied by Pacific Gas & Electric Co.
Telephone services to the City are supplicd by AT&T.

Water services to the City are supplied by East Bay Municipal Utility District (“EBMUD”).
Approximately 89% of thc EBMUD water supply is from the Mokelumne River watershed stored at the
69.4 billion gallon capacity Pardec Dam in lone, California. EBMUD is entitled to 325 million gailons
per day under a contract with the State Water Resources Control Board, plus an additional 119 million
gallons per day in a single dry year under a contract with the U.S. Water and Power Resources Service
(formerly the U.S. Bureau of Reclamation). After dry winters in 2006 and 2007, EBMUD water supplies
are at cenitically low levels. To safeguard the shrinking supply, EBMUD declared a drought emergency,
imposed mandatory water rationing goals ranging from 5% for industrial users to 19% for single family
residential users to 30% for irrigation user, and imposed drought surcharge rates commencing August 1,
2008.

Sewer services to the City are supplied by West Contra Costa Sanitary District, Richmond
Municipal Sewer District and Stege Sanitary District.

Education

The City comprises a portion of the attendance area of the West Contra Costa Unified School
District, which comprises 42 elcmentary schools (18 of which are located in the City), seven middle
schools (two of which are located in the City), and 14 high schools and alternative schools (six of which
arc located in the City) and has a total K-12 enrollment of approximately 30,700 students for Fiscal Year
2008-09. In addition, private schools operate in the City and several institutions of higher education are
located in or near the City, including the University of California at Berkeley, Contra Costa College,
Diablo Valley College, Los Medanos Coliege, the Califormia Maritime Academy, California State
University — East Bay, San Francisco State University, and the University of California at San Francisco.
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APPENDIX B

AUDITED FINANCIAL STATEMENTS OF THE CITY OF RICHMOND,
FISCAL YEAR 2007-08

Amendments to the Letter and the Management’s Discussion and Analysis

The letter of the Finance Director/Treasurer of the City (the “Letter™) that is presenied on pages |
through xi of the Financial Report and the Management’s Discussion and Analysis (the “MD&A™) that is
presented on pages 3 through 21 of the Financial Report contain statemcents that are inconsistent with the
audited financial information presented therein. To correct those inconsistencies, the City makes the
following revisions to the Letter and the MD&A, which should be read in conjunction with the Letter and
MD&A appearing in the Financial Report.

On page vii of the Letter under the caption “~Long-Term Financial Planning,” the first bullet point
is deleted and replaced with the following to read in full as set forth below:

. Continued a $10 mitlion contingency rcserves designation.

On page vii of the Letter under the caption “—Long-Term Financial Planning,” in the paragraph
following the bullet points the phrase “coupled with a balance sheet that is significantly stronger in recent
years” is deleted and replaced with the following “coupled with balance sheet resources from the prior year”
so that the paragraph rcads read in full as set forth below:

Recent growth in the City’s revenucs, coupled with balance sheet resources from the prior
year, enabled the City to include ¢nhanced service levels in a number of areas as part of the
Adopted Budget for Fiscal Yecar 2008-09.

On pagc 17 of thc MD&A, in the sccond and third lines of the last paragraph, the phrase
“unforescen needs such as the relocation of the Police Department 1o a new site and personnel cost increases
arising from newly ncgotiated contracts™ is deleted. The labor contracts referred to were negotiated in
January 2008 and thercfore do not affect the Fiscal Year 2007-08 financial statcments. The last paragraph
on page 17 of the MD&A should read in full as follows:

Appropriations were increased at the Mid-Year Budget Review to address unforeseen needs
and critical items such as the relocation of the Police Diepartment to a new site. The final
adjusted appropriations were S137.3 million, an incrcase of $9.7 million over the adopted
budget appropriation. General government exceeded the budget by $1.7 million due to
increased personnel costs and increased investment in paying maintcnance projects; the
most the City has spent on such projects in any fiscal ycar.

On pages 19 and 20 of the MD&A under the caption *-Debt Administration: —Long Term Debt,”
the Moody’s Investors Service ratings were inadvertently omitted. The following paragraphs are added
immediately following the first paragraph on page 20 to read in full as follows:

On May 19, 2008, Moody’s Investors Service (“Moody’s™) affirmed the rating of “Baal” on
the Richmond Joint Powers Financing Authonty Lease Revenue Bonds (Refunding and
Civic Center Project) Series 2007.

On September 26, 2006, Moody’s assigned the rating of “Baa2” to the City’s Wastewater
Revenuc Refunding Bonds, Series 2006A and affirmed said rating on January 7, 2009.
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On page 20 of the MD&A under the caption “~Economic Factors, Next Ycar's Budget and Inflation
Rates,” the first sentence in the first bullet point is deleted so that is reads in full as follows:

. Revenucs from recent strong growth in assessed valuation are slowing, but still
growing. Projected strong growth in revenue streams from both increasing assessed
valuation and increascs retail sales arc expected with the opening of a Target in July
2008. Coupled with a continuing tight rcin on appropriations, a continuing positive
cash flow is projected.

On page 20 of the MD&A under the caption “~Economic Factors, Next Year’s Budget and Inflation
Rates,” the third bullet point states that the City has funded a $10 million contingency reserve within the
General Fund in accordance with the established reserves policy. The reserves policy, amended on July 1,
2007, was revised to require a contingency reserve equal to 15% of General Fund expenditures. This bullet
point is deieted and replaced to read in full as follows:

. The City has established a reserves policy that calls for a minimum cash reserve of
15% of General Fund expenditures. The City anticipates building the cash reserve
to the 15% target over time. As of June 30, 2008, the cash reserve was S10 million,
which is equivalent to 7.76% of General Fund cxpenditures. In March 2009, the
City increases the rescrve amount to $20 million, which 1s cquivalent to 15.69% of
estimated Fiscal Year 2008-09 expenditures.

On page 20 of the MD&A under the caption “~Economic Factors, Next Year’s Budget and Inflation
Ratcs,” the fourth bullet point states that the City adopted a structurally balanced budget; however, the
actual audited budget results show a structural imbalance due to a combination of lower than expected
revenues, one-time expenditures on the relocation of the Police Department, overtime costs for safety
personnel and other factors. This bullet point is deleted and replaced to read in full as follows:

The City adopted a structurally balanced budget; however, the actual audited budget results
show a structural imbalance due to a combination of lower than expected revenucs, one-
timc cxpenditurcs on the relocation of the Police Department, overtime costs for safety
personnel and other factors.
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FINANCE DEPARTMENT

Righaeond

1401 MARINA WAY S50UTH
RICHMONLY, CA 94804
{510} 620-6740

December 22, 2008

Citizens of the City of Richmond
The Hororable Mayor and
Members of the City Council

We are pleased to present the Comprehensive Annual Financial Report (CAFR) of the City
of Richmend, California (City). The Finance Department has prepared this report to present
the financial positien and the resuits of the City's operations for the fiscal year ended June
30, 2008, and the cash flows of its proprietary fund types for the year then ended. The basic
financial statements and supporting schedules have been prepared in compliance with Article
1V, Section 1{b)3 of the City Charter, with California Govemment Code Secttons 25250 and
25253, and in accordance with generally accepted accounting principles (GAAP) for local
governments as established by the Governmenial Accounting Standards Board (GASB).

This report consists of management’s representations concerning the finances of the City.
Consequently, management assumes full responsibility for the completeness and reliability of
all of the information presented in this report. To provide a reasonable basis for making
these representations, management of the City has established a comprehensive internal
contral framework that is designed both to protect the government’s assets from loss, theft or
misuse, and to compile suifficient reliable information for the preparation of the City’s
financial statements in conformity with GAAP. Because the cost of internzl controls should
not outweigh their benefits, the City's comprehensive framework of internal controls has
been designed to provide reasonable rather than absolute assurance that the financial
statements will be free from material misstatement. As management, we assert that, to the
best of our knowledge and belief, this financial report is compleie and relizble in all material
respects.

The City's financial statements have been audited by an independent auditing firm of
licensed certified public accountants. The objective of the independent audit was to provide
reasonable assurance that the financial statements of the City for the fiscal year ended June
30, 2008, are free of material misstatement. The independent audit involved examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements;
assessing the accounting principles used and significant estimates made by management, and
evaluating the overall financial statement presentation. The independent auditor concluded,
based upon the audit, that there was reascnable basis for rendering an unqualified opinion on

the City's financial statements for the fiscal year ended June 30, 2008. The Independent
Auditors’ Report is presented as the first component of the Financtal Section of this report,

GASB Statement No. 34 (GASB 34) requires that management provide a narrative
introduction, overview, and analysis to accompany the basic financial statements in the form
of Management's Discussion and Analysis (MD&A). This letter of transmitlal is designed to
complement MD&A and should be read in cobjunction with it. The City's MID&A can be
found immediately following the report of the independent auditors.

The Reporting Entity and Its Services

The City has defined its reporting entity in accordance with generally accepted accounting
principles that provide guidance for detennining which governmental activities,
organizations and functions should be included in the reporting entity. This CAFR presents
information on the activities of the City and its component units.

As required by GAAP, these basic financial statements present the City and its component
units, entities for which the City is considered to be financially accountable. Blended
companent units, althongh legally separate entities are, in subslance, part of the City's
operations and data from these units are combined with data of the City, Discretely
presented component units, on the other hand, are reported in a separate column in the basic
financial statements to emphasize their legal separateness from the City. Each blended
component unit has a June 30 year-cnd. The City’s sole discretely presented component unit
is RHA Properiies and also has a June 30 year-end. Please see note | for a detailed
discussion of the financial reporting eatity,

The City's component units and assessment districts are as follows: the Richmond
Community Redevelopment Agency, the Richmond Housing Authority, the Richmond Joint
Powers Financing Authority, and the Hilltop Redemption, Castro Street, Hilltop A-D,
Seaport District 816, Point Richmond Parking, Hilltop E, San Pablo 854, Harbor Navigation.
Country Club Vista, Cutting/Canal and Adas Interchange Special Assessment Disiricts, The
City also has two inactive compenent units, Richmond Parking Authority and Richmond
Surplug Property Authority.

Profile of the Government

The City of Richmond was chartered as a city in 1909, and is located 16 milcs northeast of
San Francisco, directly across San Francisco Bay. Richmond is on o peninsula sepamiing $San
Francisco Bay (on the south) and San Pablo Bay (1o the north), spanning 32 twtal miles of
shoreline, The City's total area is 56.1 square miles, 33.8 of which is land area and 22.3 water
area. Richmond is situated near major metropolitan citics and major new growth areas. San
Francisco is within 35 minutes from Richmond by freeway; Oakland is 20 minutes; San Jose
is approximately one hour's drive 1o the south and Sacramento, (he state capitol, is
approximately 90 minutes to the east. Central Marin County is 15 minutes from Richmond



ditectly across the Richmond-Sun Rafacl Bridge. Freewsys provide direct aceess from
Richmond to major new growth arcas atong Interstate 80 north and east to Vallgjo, Fairfield
and Sacramento; along interstate 6830 in central Contra Costa County; and south alony
Tnterstate 880 to the San Jose arca.

Richmond’s population is 103,577, The poputation within a 30-mile radius of Richinond is
over 3.7 million, and within a 70-mile radius is approximately 7.8 million. Richmond is
focated on the western shore of Conira Costa County, and is the largest city in the "West
County" region consisting of five cities: Richmond, El Cerrita, San Pablo, Hercules and
Pinole.

TFhe City of Richmond provides a full range of municipal services, including potice and fire
protection, construction and tnaintenance of highways, streets and infrastructure, lbrary
services, storm water and musicipal sewer systems, wastewater treatment facility and the
administration of recremional activities and cutrural events. The City also aperates the
Richmond Memorial Conventton €enter and the Port of Richmond.

The City Council is the governing body of the City and bas six members elected at-large 10
alternating 4-year terms. The Mavyor is clected at large and is a seventh member of the City
Council. The City of Richmond is a Council-Manager fortm of government. The City
Manager, appointed by the Mayor and Council, hos administrmive amhority 10 manage
administrative and fiscal operations of the City. In addition to the City Manager, the City
Attorney, City Clerk and Investigative Appeats Officer are appointed by the Mayor and
Council.

The mission of the City of Rickmond is:

The City of Richmond provides services that enhance economic vitality, the environment
and the quafity of fife of our commnity,

Factors Affecting Financial Condition

The information presented in the financial statements (s peshaps best understood when it is
considered from the broader pesspective of the specific envirenment within which the City
operates.

Laocal econamy

The cconomy of the City of Richmond includes heavy and light manufacturing, disicibution
facilities. service industry, high-rech, bio-tech and medical technologies, retail centers and a
multi-terminal shipping pant on Sap Franciseo Bay, Richmond also serves 4s 2 govemnment
center for westeqn Contra Costa County. The Richmond economy is experiencing growth in
light industriat and high technology companies, as well as retall, ingluding a Target that
opencd in July 2008 and replaced a vacant Montgomery Ward site at Macdonald and
interstate B0,  Growth in these sectors is adding diversity to Richmond's broad-based

i

economy. At the same tine, the Port of Richmond has recemiy found new success in the
importation of automobiles.

A number of prime factors appear 1o e anracting the new high-tech firms to Richmond:

* The ongaing development and Yeasing of light industrigl/business park property at Hilltop
and along the relatively new 1-380 freeway alang Richmond's South Shoreline evidence
that an acuive market for this kind of space exists in the Richmond area;

«  Avatiability of fairly extensive vacant or under-utilized land arcas zoned for industrial
use;,

+  Relatively tower land costs than most of the Bay Area:

« Richmond's central location in western Centra Costa County; within a short distance of
San Francisco, Qakland, other Bast Bay cities and Marin County, and a reluiively casy
commute to and from the State’s capitol, Sacramente,

» Proximity to the University of California, Berkeley, one of the major scientitic
universities and library systems in the world;

»  Good access and transporniation (Richmond has two Interstate freeways as well as good
rail and water transportation facilitics, including Southern Pacific and Santa Fe Railroads,
Santa Fe western ferminal and the Port of Richmond and the recent Richmond Transit
Village featuring an inter-maodal station providing easy acvcess to Bay Aren Rapid Transi
(BART, Amtrak and buses); and

e Availability of relatively affordable housing for emplovees (n a variety of neighborhoods,
housing ypes and price fanges.

Semall business firms, 20 or fewer emplovees, comprise a very high percentage of Richmond
busingsses. The City played a major role in building capacity to service this group by
establishing the West Contra Costa Business Devefopment Center, which is located (o
Richimond's historical Downtown. The Center suppons the Richmond Main Sireet Initative,
provides small business lopns through a revolving loan fund and recently implemented a
fugade improvement program.

Public policy decisions bave been made thas will improve the guality and guamity of the
technical workforee ready to mect the challenges of the technotogical labor murket. The
Richenond aven palicy makers are workifg as a team to accomplish the common goal of
retaining compenents of the curent economiic base and creating an ecotomic environment
thay will attract and retain new businesses in growth industries.  Some of the special
programs and projects that have been created to accomplish ihis goal are as follows:

Richmand Enterprise Zonc: This City of Richmend program offers businesses
within its boundarics the apportunity to reduce their state business income taxes through



a variety of tax credits. Most commercial and industrial areas of the City are within the
Enterprise zone. [ncentives include: a Hiring Tax Credit, Sates and Use Tax Credit,
Business Bxpense Deduction for Real Property, Net Operating Loss Carry-over, Net
Interest Deduction for Lenders and Employer Tax Credit for hiring Low-Income
Emptoyees.

Workforce Investment Board: The Richmond Workforce Investment Beard (WIB)
is the official oversight and policy-making body for federalty-funded employer services
and employment and training programs in Richmond. The mission of the Richmond
WIB is to oversce the articulation and implementation of comprehensive workforce
development strategies, policies and performance ovtcomes of the City of Richmond's
integrated service delivery system.

Significant Events and Accomplishments

Strategic Support

« Consistent with sound financial management practice, the FY 2007-08 operating budget
incorporated, for the first time, actuarially-based funding for other post-employment
benefits {(OPEB) pursuant to policies directed by the Governmental Accounting Standards
Board. OPEB is comprised almost entirely of retirec health benefits, and funding for
these future benefit obligations bas been placed with a trustee.

* A nulti-departmental team commenced configuration of a new Enterprise Resource
Planning Systemn that will integrate financial, budget, human resources, and other
functions of the City, and that will comply with governmental accounting and human
resources requirements.

+ The City ook additional steps to institutionatize budget performance measures.
transitioning to performance-based budgeting,

s The City continued to expand the functionality of its website to promote greater
transparency of City activities.

« Projects are currently ongoing to digitize {scan) records and make them available on the

The City of Richmond is committed to providing excellent municipal services to its diverse
residents and visitors. Highlights of the City's activities and accomplishments for the fiscal year
ended June 30, 2008 include the following:

Ciiy’s website, thereby reducing the demand for paper and copying.
s The City established an Environmental Manager position in the City Manager's office to

Public Safety

e The City of Richmond hired a Director of the Office of Neighborhood Safety in the City
Manager's Department, and initiated operations based on a plan approved by the City
Council in July of 2007.

¢ The City is in the final weeks of implementing new surveillance camera technalogy in
various areas of the City to reduce illegal activities and otherwise improve public safety.

s The Police Department moved its operations to leased facilities to improve administrative
efficiencies in Police operations and to improve employee safety and morale.

e The City installed eight at-grade pedestrian cressing lights for schools to improve
pedestrian safety.

Economic & Neighborhood Development

e New software was implemented that improves efficiency and effectivencss in
development and permit application processing in the Planning and Building Services
Depariment.

« The Employment and Training Department expanded the Summer Youth Employment
and the RichmondBUILD programs.

s The City implemented an enhanced contract compliance program lo increase the
utilization of [ocal contractors and the local workforce.

& The Pert of Richmond is finalizing an agreement that would bring a major new tenant to
the Port of Richmend.

improve organizational focus on sustainability.
Recreation & Cultural Services

s The City reorganized to create a stand alone Recreation Department, with the objective to
increase the focus on expanding recreational opportunities to persons of all ages and
varied interests.

¢ Five community centers were rehabilitated, along with surrounding parks, in preparation
for expanded recreation programs during the summer of 2007 and throughout the fiscal
year,

« The West Side and Bayview Branch Libraries were rehabilitated and reopened to serve
their respective communities.

Public Works

s The City of Richmond invested over $13 million in paving maintenance projects during
FY 2007-08, the most that the City has spent on such projects in any single fiscal year.
The City’s Pavement Condition Index (PCI) increased from 45 in 2007 to 58 in May
2008,

» Pifat projects related to the ultimate replacement and upgrading of street lights ta
improve illumination and system reliability were impiemented in selected areas,
including increascd wattage (brightness) of 30 lights in the lron Triangle and the addition
of 23 street lights.

e Swuff and operating support were increased for improved park and landscape
maintenance, including street medians and pedestrian/bike pathways.

+ Bay Trail water access was enhanced with the completion of the Beat Ramp Street
improvemeats.

s The City created two new *railroad”™ quiet zones.
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Long-term Financial Planning

* Adopted and adhered to a structurally balanced budget for 2007-08 that resulted in the
continued desigaation of $10 mitlion for contingency reserves.
s Commenced development of a Five-year Strategic Business Plan.

» Develop and implement effective community-wide and organizational policies and
programs in the areas of resource conservation, climate change, and encrgy efficiency. to
ensure Richmond’s long-tenm environmentat sustainability.

« [Develop and draft a City environmental policy toward a “grecner” environment covering
issues as air and water guality, ‘green’ space, recycling, public health, socto-cconomic
conditions, and transportation,

Recent growth in the City’s revenues, coupled with a balance sheet that is significantly stronger
than in recent years, enabled the City to include enhanced service levels in a number of areas as
part of the Adopted Budget for Fiscat Year 2008-09:

Develop a Sustainable Procurement Strategy for the City.
Digitize (scan)} records and make them available on-line to reduce use of paper.

. & @

Public Safety

» Continue 10 expand the number of sworn personnel in the Police Diepartment, deployed
through a community involved policing structure.

s Complete the implementation of the surveillance camera system, and integrate this
system inte ongoing programs for law enforcerent and blight abatement,

*  Work with partner agencies, including other governmental, community-based, and faith-
based organizations to implement violence prevention strategies that are centered on
neighborhood change and effective street outreach.

¢ Create an Advanced Life Support (paramedic) pilot program in the Fire Deparument.

e Initiate Crime Prevention through Environmental Design (CPTED} reviews at all
Housing Authority developmenis.

Economic & Neighbarhood Development

¢ Trovide over 500 jobs in the summer youth employment program, with the goal to
increase by 100 the number of youth employed throagh this program over the previous
year,

¢ Complete Port improvements to accommodate the addition of a major new fenant.

* Continue to revitalize and enhance key commercial areas, including the Macdonald
Avenue corridor, 23 Street improvements, and the Civic Center and surrounding area.

Strategic Support

*  Fully implement a new Enterprise Resource Planning (ERP) system that will comply with
governmental accounting and human tesources reguirements, unprove efficiency in
business processes, amd integrate new technology in planning and building functional
systems.

« Develop a Five-Year Strategic Business Plan for the City.

¢ Institutionalize the performance-based budgeting system into municipal aperations by
preparing, distributing, and analyzing quarterly progress repons on City performance
measures.

o Integrate new technology, inciuding phone {voice over intermet protocel) and office
automation systems, into the renevated City Hall.

e Continue to apgressively implement performance audit reconunendations to iimprove
customer service in the Planning and Building Services Department.
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[ncorporate policies regarding sustainable land use iato the City's updated General Plan.
Expand the RichmondBUILD Solar Technology training for Richmond residents to
include an industry certification as Photovoltaic Installer.,

Recreation & Cultural Services
+ hplement an energy efficiency training program for Richmeond youth.
Public Works

+ Continue to invest in street repairs and resurfacing. through both Public Works
department efforts and the annual pavement management coatracts, o increase the City's
PCI e 65 by 2010,

« Replace outdated street lighting systems in Park Plaza, and Parkview necighborhoods to
improve aesthetic appearance and public safety in these areas.

s Continue to repair and replace sewer pipes to reduce inflow and infiliration in the City's
wastewaler system, and 1o further reduce sanitary sewer over{lows.

s Implement a comprehegnsive graffiti eradication program. leveraged through the
organized use of community volunteers.

¢ Fully implement a “SWAT" approach to code enforcement to increase the number of
abandaned vehicle and problem property abatements. and achieve a noticeable reduction
of blight in the community.

+ Develop a Facility Condition Needs Index for City facilities and establish maintenance
standards based on this index.

« Establish and adhere to maintenance standards for parks and landscaped areas.

+ Complete a City facilitics solar suitability report.

s Increase the pumber of ultra-low emission velicles in the City's vehicle fleet.

CASH MANAGEMENT POLICIES AND PRACTICES

Public funds held by the City Treasury were invested i accordance with established
investment procedures and with the Investment Policy adopted by the City Council on July
22, 2003. An updated Investment Policy was adopted by the City Council on April 17, 2007,
The Investment Policy is in compliance with Section 53601 of the State of California Code.
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The permitted investments include U.S. Treasury notes, bonds, or bills; instrusnents issued by
a U.S. federal agency or a United States government sponsored enterprise; negotiable
certificates of deposit (with certain restrictions); medium term corporate notes with a rating
category of “A” or better; commercial paper of “prime quality™; bankers’ acceptances;
repurchase agreements nol to exceed one year; money market mutual funds (with certain
restrictions), the Investment Trust of Califomia and with the State of Califomia Local
Agency [nvestment Fund.

The objectives of the Investment Pelicy are to invest up to 100% of all idle funds, guarantee
that funds are abways avzilable to meet all possible cash demands of the City and to manage
the portfolio in order to take advantage of changing ecoromic conditions that can aid in
increasing the total return on the City’s portfolio.

The average earned interest yield for the year ended June 30, 2008 was 1.73 percent. The
City Counci] receives reports on the City’s pooled investment program on a monthly basis.
Please see note 3 for a detailed disenssion of the City's cash and investments,

RISK MANAGEMENT

The Risk Management Division, a component of the Human Resources Department, is
responsible for managing and controlling the City’s overall cost of risk. This entails a
number of compenents including exposure assessment, loss control and mitigation, loss
funding and claims management. The Division's pre-loss efforts include safety training and
employee education programs, operational, financial and transactional risk and hagzard
evaluation, implementation of regulatory and legislative requirements and the evaluation and
use of risk financing methods including sclf-instred retentions, risk transfer opportunities
and the purchase of insurance.

The City self-insures the first 51 million of its Workers' Compensation program and
purchases excess insurance coverage for claims up to $25 million in excess of the annually
determined  self-insured retention (S1 million). Risk Management is instrumental in
evaluating retention and insurance costs to optimize the City's cash flow and manage its
overall Workers® Compensation costs. The City also self-insures a portion of its liability risk
and purchases excess insurance above an annually-detennined self-insured retention from a
governmental risk pool. Liability claims are administered by the risk pool. As with
Workers' Compensation nisk, Risk Management is instrumental in evaluating retention and
insurance costs to optimize the City’s cash flow and manage its ovesall liability costs.

Robyn Kain, the City’s Risk Manger works with the City Attomey, owiside legal counsel and
the City Council 1o review claims and establish claim management strategies. The Risk
Manager also works continuously to identify and coordinate practical, operational and
strategic best practices to reduce the frequency and severity of losses in order 1o protect the
general public and City employees and te reduce the overall frequency and severity of losses.
Please sce note 14 for a complete discussion of Richmond’s risk management,

PENSION AND OTHER POST-EMPLOYMENT BENEFITS

The City contributes to the California Public Employees’ Retirement System (PERS), an
agent multiple-employer public employee defined benefit pension plan that covers
substantially all eligible City employees. PERS provides retirement and disability benefits,
annual cost-of-living adjustments, and death benefits 10 plan members and beneficiaries.
PERS acts as a commen investiment and administrative agent for participating public entities
within the State of California. Benefit provisions and all other requirements are established
by state stutute and city ordinance.

General Pension Plan — Retirement and other benefits are paid from the assets of the Plan and
from related investment earmings. The City is requited under its charter to contribule the
remaining amounts necessary to fund the Plan using the entry age-normal actuarial method as
specified by ordinance.

Police and Firemen's Pension Plan - Funding for the Plan is provided from the Secured
Pension Override Special Revenue Fund. Employees were vested after five years of service.
Members of the Plan are allowed normal retirement benefits afier 25 or more continuous
years of service. The City is required under its charter 1o contzibute the remaining amounts
necessary to fund the Plan using the entry age-normal actuariai method as specified by
ordinance.

The City established the Secured Pension Override Special Revenue Fund to which proceeds
of a special incremental property tax levy voted by the citizens of the City of Richmond arc
credited for the payment of benefits under the Plan.

Garfield Pension Plan — Retirement and other benefits are paid from the assets of the Plan
and from related investment carnings. Benefit provisions have been established and may be
amended upon agreement between the City and Mr. Garfield.

In addition to the pension benetits described in Notes 10 and 11, the City provides
postretirement health care benefits, in aceordance with City ordinances, to all employees who
retire from the City on or afier attaining retirement age (50 for pelicemen, 50 for firemen,
and 55 for all other employees} and who have at least ten vears of service. At June 30, 2008,
408 retirees met those cligibility cequirements. The City has funded these benefits on a pay-
as-you-go basis. During fiscal year 2008, expenditures of $2,206,17% were recognized for
post employment health care benefits, Also during fiscal year 2008, the City implemented
the provisions of Governmental Accounting Siandards Board Statement No. 45, Accounting
and Financial Reporting by Employers for Postemployment Benefits Other than pensions.
This Statement establishes uniform financial reporting standards for cinployers providing
postemployment benefits other than pensions (OPER) The provisions of this statement are
applied prospectively and do not affect prior year's financial statements. Please see notes 10,
I, and 12 for a complete discussion of the City’s pension and other post-employment
benefity



AWARDS

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City for
its comprehensive annual financial report for the fiscal year ended June 30, 2007, In order to
be awarded a Certificate of Achievement, a government must publish an easily readable and
efficiently orpanized comprehensive annual firancial report. This report must satisfy both
penerally 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,

The City received the California Society of Municipal Finance Officers (CSMFQ} Certificate
of Award for Outstanding Financial Reporting for its Comprehensive Annual Financial
Report for the fiscal year ended June 30, 2007. Fiscal year 2007/2008 was the first year the
City was not able to participate in the California Society of Municipal Finance Officers
(CSMFQ) Award Program for Qutstanding Financtal Reporting. The CSMFO Board of
Directors determined that beginning with fiscal year 2005/2006 only agencies that did not
participate in the GFOA award program were eligible to participate in the CSMFO program.
Prior to this change in policy by the CSMFOQ, the City received the CSMFO Outstanding
Financial Reporting award for the past two fiscal years, Eﬁ
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INBEPERDENT AUMTOR'S REPORT

We have andited the financial statements of the goverrunental activivies. the business-type activities, the discrerely
presented conpanent it af RELA Properties. each major fund. and the aggregate remaining fund infivmation of
the City of Richmand. Califortia as of and for the year ended June 30, 2008, which collectively comprise the
City's basic financia) statements as isied in the lable of coments, These hnancial statements are the eesponsibility
of the Ciry’s mapagement. Qur responsibility is 10 express an opinion on these financial stmemenis based on pur
audit.

We conducted our audil in accordance with generally arcepted angiring standards in ybe United Simes of America
and the standards for financial audits contained in Governmern Auditing Standards, {fssued by the Compireller
Cieneral of the United Stwtes. Those standords require thar we plan and perform the awdit i oblain reasenable
assurance 85 o whether the basic financial stalements are free of material misstatetent.  An audit neludes
examining oo & test basis evidence supporting the smounts and disclosures in the basic financial statements. An
audit also includes assessing the accounting principles used and significamt ¢stimates tmade by twanagement, a5
well as cvaluming the overal) financial siatemen: presentation. We believe that gur audit peovides a reasopable
basis Tor onr opinion.

In our opinfen, bused on our audit the basic financial statewents referred to abave present faldy in ol materia!
respests the respective financial position of the governmental activitics. the business-type activities, the discretely
presenied component unil, cach mujor fund, and the aggrepate remaining fund information of the Ciy of
Richmond, California at June 34 2008, and the respective changes in financial position and cash Bows. where
appiicable, theveof lsted as pan of the basic financial statements for the year then ended, in canfurmity with
stcouting princinles genecally accepted in the United States of Amcrica.

As dascribed i Note 7 effective in fiscal year 2008, the City implemcnted the provisions of GASH Statement
No. 48, Soles and Pledges of Recelvables and Future Reverurs and Intra-Enjity Tronsfers of Assets ond Future
Revenpes, and os deseribed in New 12 the Chy implemented GASB Simemeny Mo, 45, Arvcounting nnd
Financial Reporting by Epiplovers for Postemplavment Benefits Other Than Pensions.,

In secordance with Government Andiring Standords, we have also issued our report dued December 22, 3008
ant our consideration of the Ciy's internal control over nancial reporiing and ob out ests of its compliznes
with censin provisions of laws, regulntions, tomratis, and gramt apreements and other matters. The purpose of
Ahat report §s 1o deseribe the scope of our weting of intemal control over financial wpatting and campliance and
the resulis of that testing, and not t provids an apinion on the {nernal control over financial repaniing or on
campliance. That report is an imtegral part of an sudit perfacmed in accordance with Govetnment Avditing
Steenrcdavds and should be considered in assessing the results af pur audit.

Managentent’s Dhiscussion and Analysis and the Budgel and Acioal Swaternerss for the General Fund, the
Redevelopment Agency Adminisimlion Fund and Redevelopment Agency Debt Sevice Fund, are aot a cequined
part of the basic financial staternents but is supplementary information required by the Govemmen Accouming
Standards Board.  We have applied certain limiled procedures, which comsisied pringipadly of inguities of
management regarding the methods of measurement and presentation of the reguired supplementary information.
However, we did wot audiy this infonmation and we express no opinion on it

A Prparsdiicnt Coperaan
1



Qur audit was conducted for the purpose of forming an opinion on the basic financial statlements taken as a
whole. The supplemental information listed in the Table of Contents is presented for purposes of additional
analysis and is not a required part of the basic financial statements of the City of Richmond. Such information
has been subjected 10 the auditing procedures applied in our audit of the basic financial statements and in our
opinion is fairly stated in all material respects in relation to the basic financial statements taken as a whole.

The introductory scclion and statistical section listed in the table of contents were not audited by us and we do
not express an opinion on this information.

Pape and Gpaciare”

December 22, 2008

MANAGEMENT’S DISCUSSION AND ANALYSIS
Fiscal Year Ended June 30, 2008

Management of the City of Richmond {the “City”) provides this Management's
Discussion and Analysis of the City’s Basic Financial Statements for readers of the City's
financial statcments, This narrative overview and analysis of the financial activitics of
the City is for the fiscal year ended June 30. 2008. We cncourage readers to consider the
information presented here in conjunction with the financial statements, which begin on
page 24.

FINANCIAL HIGHLIGHTS

* The assets of the City exceeded its liabilities at the close of the most recent fiscal year
by $355 million (net assets). Of this amount. $190.5 million is restricted for specific
purposes (restricted net assets), $266.0 million is invested in capital assets, and
$101.8 million represents a deficit in unrestricted net assels.

+ The City's total net assets decreased by $13.1 million during the fiscal year. $3.2
million of the decrease is attributed to povernmental aciivities. Restricted assets for
governmental activities increased $128.7 million to $t88.9 million due to bond
proceeds restricted for use on the Civic Center Project, while capital assets, net of
debt, increased $18.2 million to $188.5 miliion. Unrestricted net assets decreased
$150.1 million to $101.3 million deficit. Business-type activitics net asscts decreased
$11.9 million.

» As of the close of the current fiscal year. the City's govemnmental funds reported
combined ending balances eof 32554 million, an increasc of $82.0 million in
comparison to pricr year. This increase of $82.0 million includes a $111.2 million
increase in total assets and a $29.3 million increase in liabilities. Approximately 74
percent of the fund balance, $189.0 million, is available for spending at the
government's discretion (unreserved fund balance).

+ At the end of the fiscal year, the General Fund had fund balance of $46.4 million, of
which $10 million was designated for contingencics. This reflects a $15.5 million
decrecase over the prior year primarily due 1o transfers out of $3.9 million to fund debi
service on the new 2007 Lease Revenue Bonds, $1.5 million to fund debt service on
other outstanding obligations, and $4.0 million to fund capital projects.

+ The City’s investment in its capital assets continues to increase. Total capital assets
increased $33.1 million over the previous year. Construction in progress increased
$37.6 million, 40 percent, from the prior year. Governmental activities total capital
assets increased S48, millton primarily due (o progress on the reconstruction of the
Citys Civic Center.



OVERVIEW OF FINANCIAL STATEMENTS

This discussion and analysis is intended 10 serve as an introduction to the City's basic
financial siatements, The City’s basic finuncial statements are comprised of three
components: 1) govermnent-wide financial statements, 2} fund financial statements, and
3) notes to the financial statemems. This report alse contains other required
suppementary informatton in addition to the basic financial statements themselves,

Government-Wide Financial Statements:

The government-wide financial statements are designed 1o provide readers with a broad
overview of the City’s finances, in a manner similar to private-sector business, They are
comprised of the Statement of Net Assets and Statement of Activities and Changes in Net
Assets.

The Statement of Net Assets presents information on afl of the City's assets and liabilities,
with the difference between the two reported as nef assets. Over time, increases or
decreases 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 and Changes in Net Assets presents information showing how
the government's net assets changed during the fiscat year. All changes in net assets are
reported as soon as the underlying event giving rise to the change oceurs, regardless of
the timing of the related cash flows. Thus revenues and expenscs are reported in this
statement for some items that will only result in cash flows in future fiscal periods (e.g.
uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City that
are principally supported by taxes and intergovernmental revenues {(governmeatal
activitics} from other functicns that are intended to recover all or a significant pertion of
their costs through user fees and charges (business-type activities), The governmental
activities of the City tnclude general government, public safety, highways and streets,
community development, cutture and recreation, housing and development, and internal
services. The business-lype activities of the City include a housing authority, a port, a
marina, a municipal sewer district, a storm sewer agency, and a cable TV operation.

Governmental Activities - The activities in this section are mostly supported by taxes and
charges for services. The govermnmental activities of the City include General
Government, Public Safety, Highways & Streets, Community Development, Culturai
Recreation, Housing & Redevelopment and Internal Services Funds.

Business-Type Activities — These functions normally are intended fo recover all or a
significant portion of their costs through user fees and charpes to external usets of goods
and services. The business-type activities of the City include Richmond Housing
Authority, Port of Richmond, Richmond Marina, Municipal Sewer Thstrict, Storm Sewer
and Cable TV.

Discretely Presented Componemt Unit—The RHA Troperties s a legally separate
Teporting entity. but is important because the City is financially accountable fur it.

The government-wide financial statemnents can be found on pages 24-27 of the financial
reporl.

Fund Financial Statements

Fund Financial statements are designed to report information about the groupings of
related accounts that are used to maintain control over resources that have been
scgregated for specific activities or objectives. The City, like state and other local
governinents, uses fund accounting tc ensure and demonstrate compliance with finance-
related legal requirements. All of the funds of the City can be divided into three
categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental Funds — Governmental funds are used to account for essentially the same
functions reported as governmental activisies in the government-wide financial
statements.  However, unlike the government-wide financial statements, governmental
fund financial statements focus on near-tenn inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal
year. Such information may be usefil in determining what financial resources are
available in the near future to finance the City’s programs.

Because the focus of governmental funds is narrower than that of the govemnment-wide
financial statements, it is useful to compare the information presented for government
funds with similar infermation presented for governmental activitics in the government-
wide financial statements. By doing so, readers may beiter understand the long-term
impact of the government's near-term financing decisions, Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and
changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and govermmental activities.

The City has 24 governmental funds, of which seven are considered major funds for
presentation purposes. ach major fund is presented separately in the governmental fund
balance sheet and in the govermmental fund statement of revenues. expenditures, and
changes in fund balances. The City’s seven major funds are the General Fund,
Redevelopment Agency Administration Special Revenue Fund, Redevelopinent Agency
Low and Moderate Income Housing Capital Projects Fund, Redevelopment Agency Debt
Service Fund, Redevelopment Agency Capital Projects Fund, Secured Penston Override
Special Revenue Fund and Civic Center Project Fund. The basic govermmental fund
financial statemenis can be found on pages 30 through 36 of the financial report. Data
fromn the other seventeen govermmental funds are combined into a single, apgregated
presentation,



Proprictary Funds — Proprietary funds of the City are two types: (1) enterprise funds;
and (2) internal service funds. The City maintains six enterprise funds that provide the
same type of information as the govemment-wide financial statements, only in more
detail. The major enterprise funds consist of the Richmond Housing Authority, Port of
Richmond and Municipal Sewer. Enterprise funds financial statements can be found on
pages 38 through 40 of the financial report.

The five internal service funds are also considered a proprietary fund type. The funds
consist of the Insurance Reserves, Information Technology, Equipment Services and
Replacement, Facilities Maintenance and Police Telecommunications,

Fiduciary Funds - Fiduciary funds are used to account for resources held for the benefit
of third parties vmside the govemment. Fiduciary funds are not reflected in the
government-wide financial statements because the resources of those funds are not
available to support the City’s own programs, The fiduciary funds for the City consist of
Pension Trust Funds and Agency Funds. The accounting used for fiduciary funds is much
like that used for proprietary funds. The financial statements for these funds can be
found on pages 42-43.

Notes to the Financial Statements:

The notes provide additional information that is essential to a full understanding of the
data provided in the government-wide and fund financial staiements. The notes to the
financial statements can be found on pages 43 through 116 of this report.

Required Supplementary Information:

In addition to the basic financial statements and accompanying notes, this report also
includes certain required supplementary information providing budgetary comparison
statements for the General Fund and the Redevelopment Agency Administration Special
Revenue Fund. Required supplementary information can be found on pages 117 through
118 of this report,

GOVERNMENT-WIDE FINANCIAL ANALYSIS
Analysis of Net Assets:

As noted earlier, net assets may serve over time as a useful indicator of a government’s
financial position. The City’s combined net assets {povernment and business type
activities) totaled $355 million at the close of the fiscal year ending June 30, 2008. The
City's net assets decrcased by $15.1 million during the current fiscal year which can
mainly be attributed to the relocation of the Hall of Justice to a new location as well as an
increase in Public Safety staffing costs.

The largest portion of the City's net assets is invested in capital assets {e.g. land, streets,
sewers, buildings, machinery, and equipment). Investment in capital assets totaled
$266.0 million, 75 percent of the total net asset amount, The net asset amount for capital
assets is net of the outstanding debt that was incurred to acquire the assets. The City uses
these capital assets to provide services to citizens; consequently, thesc assets are not
available for future spending.  Although the City investment in its capial assets is
reported net of related debt, it should be noted that the resources nceded to repay this debt
must be previded from other sources, since the capital assets themselves cannot be used
to liquidate these liabilities.

A $190.5 million portion of the City’s net assets is accounted for as restricted net assets
and represents resources that are subject to external restrictions on how they may be used.

City of Richmond’s Net Assets

{in thousands)

Governmental Business-lype
Activilies Aclivities Tetals
FY2008 FY2007 FY2008 FY 2007 FY2008 FY2007

Aoty
Currenl assets % 450,937 § 359,831 S Jl486 5 10,323 § 468423 8§ 370,154
Capilal assets 303,232 155165 125,534 140,485 428.766 395.660

Total assets 760,169 614.996 137,020 150818 797,189 165.814
Liahilitics:
Current liabilities 45,173 34,355 7.683 6,287 52,786 40,642
Long-term liabilitics 4338713 301315 50.341 54.023 489,714 335,338

Total liabilitics 484,046 335670 58,454 60,310 542,500 193,980
Net Assens:
Invested in capital assets,

nel of related deht 188,468 170,259 17.55% 97,164 266,027 207413

Reslricled 188,951 60,271 1,527 1428 190,478 61,699
Unrestricted {101.296) 48.795 (520) {8.085) {101.816) 40,71)

‘Total net assets $ 276,123 § 279326 8 78566 S 90.508 § 354689 % 360834




Analysis of Activities;

The following table indicates
type activities:

Revennes:
Trogram revenues:
Charges for services
Operating grants'contribiations
Capital grants/conmibutions
General revenues:
Property taxes-current collections
Sales taxes
Utility user taxes
Documentary transfer taxes
Other taxes
Use of morey acd property
Uarestricied Intergovernmental
Crain on sale of capital asscts
Pension stabilization revenue
Developer revenue sharing
Other
Total revenues
Expenses:
General government
Public safery
Fublic works
Community development
Cultursl & recreation
Housing & redevelopment
Tnterest and fiscal charges
Richmond llousing Authoricy
Part of Richmond
Richmond Marina
Municipal Sewer
Storm Sewer
Cable TV
Total expenses
Excess (Deficiency) of Revenues
Over {Under) Expenses
Special item
Transfers
Changes in Net Assets
Net asscts at beginning of year,  as
Testated
Net asseis at end of year

the changes in net assets for governmental and business-

City of Richmond's Changes in Net Assets
Faor the Year Ended June 30, 2008

{tn thousands)

Governmental Business-type
Activities Activities Totals
FY 2008 FY2047 FY2008 FY2007 Fy2008 Fy2007
$ 19,137 3 18639 3 24637 522506 5 42,774 § 4),145
9,642 11,310 9,642 11,310
4,067 8,660 24,676 23,789 28,743 32,445
13 73,497 10 1 717,023 73,507
29,006 28218 19,006 28,218
29,553 21,007 29,553 27,007
3.647 7,208 3647 7,298
5,156 4,744 5,156 4,744
9,990 7,896 920 1618 10,950 9554
4,331 4 4331 439
4,008 3,013 41 4,008 1154
4,256 4,240 4,256 4,240
201 591 201 591
3102 3255 314 3416 3.235
203,109 198,907 5554 47,965 253 663 236,872
26,826 24,107 26,826 24,107
80,140 69,146 20,140 69,146
31,253 25,266 31,253 25,266
5,007 546 5,647 5,446
19,625 15,638 19,625 15,638
17,472 11,339 11,472 11,339
24,242 16,041 24,242 16,041
24,324 21,902 24,324 21,902
4,590 3,691 4,590 3,691
240 kR3] 240 331
15,085 12,236 15,085 12,236
4,686 3,591 4,686 3,591
$54 799 854 799
204,605 166,933 49.77¢ 42,550 254384 209,533
(1,496) 31,924 775 5415 (719) 37,339
(14,426) (14,476) -
{1,707} {2.347) 1,767 2,347 - -
(3,2G3) 29,577 (11,9425 7162 {15,145) 37,339
279,326 249,749 90,508 82,746 369,834 112,495
$ 276,123  § 279326 § 74566 5 Y0508 § 354689 § 369,834
8

Governmental Activities:

Governmental activities decreased the City’s net assets by $3.2 million accounting for 21
pereent of the City's 1ofal decrease in net assets of $15.1 million. A comparison of the
cost of services by function for the City's governmental activities is shown in the
preceding table. along with the revenues used to cover the nct expenses of the
governmental activities, Costs increased in General Government, Public Safety, Public
Works and Housing and Redevelopment reflecting the restoralion of services supported
by revenue growth. While there are reductions in expenditures reflected in Community
Develepment, there were ne reductions i auwthorized staffing; the reductions are
attributed to vacancics and reorganization.

Key elements of the decrease in net assets for governmental activities are as follows:
Revenue Hightights:

+ Current year revenues of $203.1 million reflect a $4.2 million increase from the prior
year.

+ Property faxes (current collections) in the current year reached $77.0 million, an
increase of $3.5 million, or 5 percent.

+ Sales tuxes continue to evidence growth. Current fiseal year receipts of $29.0 million
reflect a 5788 thousand increase over the prior year. Continued growth is anticipated
with the apening of a Tasget store in July 2008.

* The significant increase in Use of money and property reflects the improved yield on
investments. The $10.0 million realized in the current fiscal year exceeds by $2.1
million, or 27 percent, the revenues in the priot fiscal year.

* The growth in Other taxes is attributable to the extension of the business license tux
to rental properties. The $5.2 million realized is 2 $411 thousand, 9 pereent, increase
over the prior year revenues.

s The $13.7 million realized in cperating and capital grants for the current fiscal vear is
a $6.3 million, or 31 percent, decrease from prior year revenues due to decreased
grant funding.

s There is an increase in the Utility User's Tax of $2.5 million due to a change in the
way @ major taxpayer’s rate is caleulated.

Expense Highlights:

s Expeases of $204.6 million reflect a $37.6 million increase from prior year, A
pertion of the increase is due to the relocation of the 1all of Justice as well as an
ingrease in Public Safety expenses.

* Redevelopment expenses increased $6.1 million to $17.5 million. The increase is
attributed to an increase in housing and redevelopment projects including leans 10
developers of $5.7 million.

+ The current year 524.2 million for interest and fiscal charges is a $8.2 million
increase over the prior year due to the issuance of the 2007 Civie Center Lease
Revenue Bonds and the 2007 A and B Tax Allocation Bends and increased interest
rates on the City™s variable rale bonds.



Pubtic Works expenses of §31.3 million represent a $6.0 million increase from prior
yenr. Most of the increese is aurbwed fwo We incremed investment W paving
maintenance projects; the most the City has spent on such projects in any single fiscal
year.

Public Safety expenses of $80,1 million represent an $11.0 miltion increase from
prior vear. The majonity of the increase is atributed to increased personnel costs due
to salary increases and hiring and the recording of costs associated with the Police
Department mave to the Di-Con Building.

Expenses and Program Revenues
Governmental Activities

DProgram
Expanses

OProgram
Ravenus

Program Revenue by Source
Governmental Activities

QOperating Grants &
Contributions.
29%

Capltal Grants &
Contributions.
12%

Charges tor Services
59%

Total governmental activities expenses were $204.6 million in fiscal year 2008, The
largest cxpenses, in descending order, were for Public Safety. Public Works, General
Governmenl, Interest on Long Term Debt, and Cultural and Recreation. These eXpenses
do not include capital outlays. which are now reflected in the City's capital assets.

Total program revenues from governmental activities were $32.8 million in fiscal year
2008. Program revenues are derived directly from the program itself or from parties
outside the reporting government’s taxpayers or citizenry. They reduce the net cost of the
function to be financed from the government’s general revenues, As reflected in the pie
chart above, 59 percent of the governmental program revenues came from Charges for
Services, which includes licenses and permits and fees, fines, forfeitures and penalties,
and several other revenues. Program revenues under the Operating Grants and
Contributions category include resiricted revenues such as Gas Tax, Transportation and
Sales Tax, and Federal/Siate Grants,

General revenues are all other revenues noi categorized as program revenues such as
property taxes, sales taxes, utility usess” tax, gain on sale of capital assets, and investment
earnings, and grants and contributions not relaled to specific programs and several
miscellaneous general revenues. Total general revenues and transfers from governmental
activities were $168.6 million in fiscal ycar 2008, The three largest components of
general revenues reccived during fiscal year 2008 for governmental activities werce
Property Taxes-current collections of $77.0 million, Utility User Taxes of $29.5 million
and Sates Taxes of $29.0 million. These three components represent over four-fifths of
all general revenucs,
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Business Type Activities: Business-type activities decreased the City’s net assets by
$11.9 million. Key factors in the business-type activitics increase are as follows:

The Richmond Housing Authority nect assets decreased by $14.7 million. While total
revenues of $24.0 million represent a decrease of $1.4 million frem the previous year,
operating expenses of $24.3 million represents an increase of' §2.4 million from the
previous year.

The Port of Richmond net assets increased $6.0 million. The Port reported a $2.0
million eperating gain, operating revenues over operating expenses, but had $2.3
million in non-operating gains due to the receipt of $2.7 milion in grants for
construction of 2.4 miles of Bay Trails located in the Pt. Potrero Marice Terminal and
the installation of closed circuit television cameras in various terminals, The
balance of the gain in net assets is due to a $1.7 million net transfer in.

The Municipal Sewer net assets decreased by $1.2 million. The Municipal Sewer
reporied operating income of 31,9 millien, down $225 thousand from prior year,
Operaling expenses of $11.9 million reflect a $1.7 million increase over prior year
partially due to $1.5 million increase in general apd administrative expenses for
contractual services, utilities and internal cost allocations.

Expenses and Program Revenues
Business-Type Activities
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FINANCIAL ANALYSIS OF THE CITY’S FUNDS

As noted earlier, the City uses fund accounting to ensure and demonstrate 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 batances of spendable resources, Such information is usefu! in
assessing the City’s financial capacity. In particular, unteserved fund balance may serve
as a useful measure of a government’s net resources available for spending at the end of
the fiscal year.

As of the end of the current fiscal year, the City's govermnmental funds reported combined
ending fund balances of $255.4 mullion. Approximately $1809.1 million of this amount
constitutes unteserved fund balance, which is available for spending at the govemment’s
discretion.  Of the $189.1 million, $10.0 million has been designated for contingency
reserve in compliance with Council’s established policy. There is $66.4 millica of fund
balance that is reserved to indicate that it is not available for spending because it has
already been legally committed.

General Fund The General Fund (s the primary operating fund of the City. It is used to
report the financial results of the daily operations of the City, The majoer revenue sources
are property taxes, utility users' tax and sales tax. The major expenditures are salaries and
administrative expenses.

At the end of the current fiscal year, the General Fund had an undesignated, unreserved
fund balance of $9.4 million of a total fund balance that reached $46.4 miltion. During
the current year, the overalt fund balance decreased by over $15.5 million, while the
undesignated, unreserved balance decreased by $16.6 miltion, or 64 percent. The
designation for contingencies remained at $10 million. The S1.} miliion difference in the
decline in the overall fund balance of $15.5 million and the undesignated, unreserved
fund balance of $16.6 rillion is the net result of a combined decrcase in the encumbrance
and prepaid reserve of $1.2 million and the increase in advances and loan receivable
reserve of $2.3 miltion. In addition, the General Fund fund balance decreased due to debt
service transfers totaling $5.4 million and transfers to fund projects of 34 million.

Redevelopment Agency The Richmond Community Redevelopment Agency (the
“Redevelopment Agency”) is respousible for redevelapment of areas identified under the
Community Redevelopmeni Law as being blighted. The Agency's operations are funded
primarily by the issuance of debt, which is expected to be repaid out of property tax
increment revenue pgenerated by increases in property assessed values in the
redevelopment areas.

The Redevelopment Agency Administration Fund was established to account for all
administrative activities of the Agency. At the ¢nd of fiscal year 2008, the unreserved
fund balance had a balance of $6.7 million, an increase of $6.6 million from the prior
year,

The Redevelopment Agency Low/Mod Income Housing Fund accounts for the twenty
percent housing set-aside from the tax increment proceeds of each of the Redevelopment
Agency’s project areas, At the end of fiscal year 2008, the unreserved fund balance was
zere, because the Fund's fund balance is reserved to fund future low and moderate
income housing projects.

The Redevelopment Apency Debt Service Fund was established to account for the
accurmulation of property taxes for payment of interest and principal on the Agency’s
long-term debt. At the end of fiscal year 2008, the unreserved fund balance had a balance
of §7.6 millivn, a decrease ot $3.0 million from the prior year due to transfers to tind
Capital Projects.

The Redevelopment Agency Projects Fund was established to account for capital projects
connected with redevelopment funded by property tax revenues. At the end of fiscal year
2008, the unreserved fund balance had a balance of $33.7 million, an increase of §31.1
million from the prior year due to the issuance of the 2007A Tax Allocation Rends.

Secured Pension Override Fund This fund was established to record the receipt of
Pension Tax Override funds collected through property taxes for payment of pension
contributions.

Civie Comter Project Fund This fund was established to account for the activitics of the
new Civic Center project.

Proprietary Funds:

The City's proprietary funds are enterprise and intemal service funds. An enterprise fund
is used to report any activity for which s fee is charped w external users for goods or
services provided. An internal service fund is used to centralize certain services and then
allocate the cost of the services within the government, The City's major enterprise funds
are the Richmond lousing Authority, Pert of Richmond, and Municipal Sewer District.

Enterprise Funds:

Richmaond Hausing Awhority The Richmond Housing Authority (“RHA™) was
gstablished 1o adminisier funds provided by the Department of Housing and Urban
Development (HUD) to assist low-income families in obtaining decent, safe and sanitary
housing. Afthough REHA is a separate legal entity, il is & component unit of the City of
Richmend. The City exercises management controt over the Authority, and members of
the City Council serve as the governing board of the Authority. RIA’s total net asscts
were $53.2 million at June 30, 2008, of which $9.1 million was unrestricted. The decline
in net assets of $t4.7 million is primanly due to the transfer of capital assets to a
developer totaling $23 million, net of costs reimbursed by that developer of 38 million.

The Part of Richmend The Port of Richmond is a public enterprise established by the
City of Richmond and is administered as a department of the City. Operatiens include the
marine terminal facilities and commercial property rentals, The Port had total net assets
of $3.3 miliion as of June 30, 2008, which is an increase of $6.0 million from prior year.



The reduced deficit is due to continuation of the prior two years” improved revenues
generated from new tenants, while continaing to control expenses.

Municipal Sewer Fund This fund is used to account for a variety of sewer service-
related revenues and expenditures. At the end of fiscal year 2008, the total net assets for
the sewer fund were $11.4 million, which was a $1.2 million decrease from the prior
fiscal year, primarily due to increased interest expenses related to the 2006 A and B
Wastewater Revenue Bonds issued in fiscal year 2007,

Fiduciary Funds:

The City’s fiduciary funds are the pension irust funds and various agency funds. The
Pension Trust Funds were established to account for revenues and expenditures related to
City empleyee’s pension activities, The City administers the activities of the pension
funds on behalf of the employees, The assets are not accessible for City operations. The
City maintains the foilowing pension funds: the Pension Reserve, General Pension,
Police and Firemen Pension and Garficld Pension Funds. The various agency funds are
used to maintain records of assets and the fund’s financial activitics on behalf of a third
party. The City does not make any decisions refating to the uses of the assets nor can they
be used for City operations.

The Pension Trust Funds total assets at June 30, 2008 were $24.6 million held in trust
for employees® pension benefits, Net Assets decreased by $1.1 millien.

Agency Funds total assets at June 30, 2008 were $34.8 million which is recorded on the
City books as a liability to third parties.

GENERAL FUND BUDGETARY HIGHLIGHTS

The adopted budget, including transfers, reflected $133.9 million in estimated revenues
and $136.5 million in appropriations and transfers resulting in a $2.6 million reduction to
fund balance. Deducting the transfer-out of $8.8 million, operating appropriations were
£127.6 million. Deducting proceeds from sale of property and transfers in, the adopted
operaling revenue estimate was $122.3 million. These yield an operating deficit of §5.4
million,

The City Council revised the City budget at mid-year. Most of the budget adjusiments
reflect extensive analysis and updates arising from the Mid-Year Revenue and
Expenditure Review.

The final amended budget inciuded a $1.4 million reduction in estimated revenue and a
$9.6 million increase in appropriations. Actual revenues of $114.1 million were 56,7
million tess than adjusted operating revenue projections, a variance of 5.9 percent. Key
elements of the decrease in revenues are discussed as follows:

The original budget for sales tax of $29.3 million was followed with a mid-year
adjustment upward to $31.3 mullion. lowever, only $29.0 million in sales tax wus
realized causing a $2.3 million decrease in estimated revenues. Much of the decrease

was due 10 a one-time reallocation correction made by the State Board of Equalization for
sales tax revenue that was erroneously remitted ten years ago. However, actual sales tax
revenue increased by $787 816 from prior year. Additional increases are projected into
2008-09 with the opening of a Target store in July 2008 and as additional retail outlets
open and business-to-business sales accelerate,

While projected property taxes were increased $720 thousand at mid-year 10 $33.8
million, actual revenue received was $486 thousand above the final projection and §1.2
million greater than prior year due to Richimond housing stock being fairly old with new
developments making up # small percentage of the assessed vatuation.

The utility user fees arc a percentage of utility bills. Actual revenues increased $2.5
million from prior year to $29.5 million. A large consumer opted to use the computed
actual usage method instead of the cap provision of the UUT ordinance, This was an
increase from previous year but less than what would have been paid using the cap.
Along with other contributing factors, the adopted projection of $30.7 million remained
the same.

The other taxes original budget was reduced from $13.3 million to $8.6 million at mid-
year; a $4.7 million dollar reduction due primarily to the $3.7 miltion decline in
documentary transfer tax from prior year, a result of the overall decling in the housing
market regionally.

The use of meney and property original budget was increased 31.1 million to $3.0 million
at mid-year, However, only $756 thousand was realized resulting in a $2.2 million
decrease in estimated revenues due to the City's decision to utilize the money in
operations rather than reinvesting the money.

Charges for services actual revenues were 5674 thousand less than the $3.0 million final
budget projection due to a decline of $280 thousand in motor vehicle fees. $269 thousand
decline in booking fees due to new process instituted by the State and an additional 588
thousand decline in service reimbursements.

Transfers in original budget of $7.6 miliion was increased to $14.9 million at mid-year.
However, actual transfers realized were only $5.5 million causing a reduction of $9.4
million in estimated other financing sources. The bulk of the reduction is due to $1.6
million and $4.1 miflion budgeted to be transferred from the Benefits Stabilization fund
and the Pension Stabilization fund, respectively, to cover costs associated with the DiCon
Police Department move being unavailable to transfer at fune 30, 2008 as well as an
additional $2.0 million transfer from the Redevelopment Agency.

Appropriations were increased at the Mid-Year Budget Review to address critical and
unforeseen needs such as the relocation of the Police Departinent to a new site and
personnel cost increases arising from newly negotiated labor contracts.  The final
adjusted appropriations were $137.3 million, an increase of $9.7 miltion over the adopted
budget appropriation, General government appropriations cxceeded the budget by §1.7



méllion due to increased personnel costs and increased investment in paving maintenance
projects; the most the City has spent on such projects in any single fiscal year.

Actual operating expenditures of $128.9 million were realized, $8.3 million less than the
final adjusted appropriations. Almost all of the savings arc attributed to personnel
expenditures tesulting from vacancies as some departments encountered difficulty in
recruiting the newly authorized personnel provided in the adopted budgpet to restore
services as well as Other Post Employment Benefits (OPEB) being inadvertently double
budgeted.  Other reasons are salary savings attributed to costs reimbursed through
workers™ compensation and staff tumnover.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assels:

The City’s investment in capital assets for its governmental and business type activities
as of June 30, 2008, amounied 10 $428 3 miltion, net of aceunulated depreciation. This
investment in capital assets includes tand, buildings, improvements, machinery and
equipment, infrastructure and construction in progress. Infrastructure assets are items
that are normally immovable and of value only to the City such as roads, bridges, streets
and sidewalks, drainage systems, lighting systems and similar items. The net increase in
the City’s investment in capital assets for the current fiscal year was $33.1 million, or 8.0
percent.

Capital assets, net of depreciation, for the govermmental and business-type activities are
presented betow to illustrate changes from the prior year:

Capital Assets by Type

Debt Administration:

Long Term Debs - At the end of the current fiscal year, the City had 5483 mitlion in debt
outstanding compared to the $344.9 million the previous year; an increase of $138
million. This increase is due primarily to the issuance of $75 million of Tax Allocation
Bonds and 3101 miliion of Lease Revenue Bonds (Civie Center Project and refunding).
offset with the payofis of the 2004 JPFA Point Potrero Lease Revenue Note in the
amount of $3.5 miltion, the refunding of the JPFA 2001A Leasc Revenue Bonds, the
JPFA 1996 Port Terminal Lease Revenue Bonds, and a portion of the JPFA 1995A Lease
Revenue Bonds, in the mmounts of $27.2 million, $3.9 million. and $3.7 mijllien,
respectively,

Ouwsiandiag Ticht
June 30
Civernmental Actis ilies Bustness-type Actluitles Tntal
2008 2007 2008 2007 8 1007
Tax Allacation honds $168,815,368 $95,079,) 18 3168,838 168 593,073,118
Revenue bonds 1,829,143 7,640,000 $42,152,480 541,857,327 43,961,623 16,497,327
Lease resenue bords 97,790,000 25,990,000 5913813 T.182.675 3723812 AT 675
Pension obligaton bonds L46 453,616 143,975,313 146,431.616 143575311
Total boads payable 213910127 272 284431 48,086,208 49,640,002 462,597,420 171,924,313
1 vans payable 10,478,390 |0, 18,263 5,427,430 7,419,009 16,005,520 17,937,572
Capriy! Teases 3,964,298 5,111,871 3,964 295 3111871
Total debL $420.453,815  §287,915,265 $53,513,723  357.058,011 $482,267,538  §144.974.276

Govammental acvites BU!ML(\E BTV Toeal
2008 2007 2008 2007 1008 2007

Land 3 wAMITE % TIESLALT 5 ILTISNET  p naus3se $ BAWIW % 3Temas
Canstrugtion in

Progress 101,731,280 51844936 29.801,549 42063819 131,832,829 91,908,755
Bunldmg wnd mmpovemooy 12,393,173 wmtan 4494454 45019753 £4,318 030 £4,331.474
Muchinery and equrpment 5,282,301 6,359,275 2,054,185 2,009,864 10,326,687 £369,14%
Infrastructurr 145,550,518 151,791,434 37,516 908 40,186,467 181,067,444 191,979,90]
Tota) Capual ssets S JOLILEN § ISSIGAR06. S MISSIVeELE L \DASAIs3 5 ABIES:9 3393659549

e — | ——i— i

The City’s infrastructure assets are recorded at historical cost in the government-wide
financial statements.

Additional information about the City's capital assets can be found in Note 6 on pages
69-71 in the financial statements.

The City does not have any general obligation bonds as of June 30, 2008.

On May 7, 2008, Standard & Poor’s Ratings Services (“S&P™) assianed its “A+" jssuer
credit rating {ICR) to the City and a rating of “A™ an the City’s outstanding 2007 Leasc
Revenue Bonds (Civie Center financing). Specitic credit sirengths cited by S&7P as the
incentive for the upgrade include a continued strong peneral fund cash pesition,
continued improvements in the city’s unreserved peneral fund balances and the City's
strong financial controls, policies , and management practices,

On May 14, 2008, S&P wised the Rictunond Community Redevelopment Agency's
(“RCRA") underlying rating (SPUR) to “A” from “A-", citing the RCRAs diversified
tax base, and the 11% increase in project area assessed valuation.

With improved credit ratings and increased sophistication of City staff. several bond
issues have heen transacted to enable the City 10 realize reduced interest costs. During
the fiscal year ending June 20, 2008, bonds were issued to realize nel present value
savings of $2.4 milijon. These included $35 million from the issuance of the $101.4
million 2007 Lease Revenue Bonds used to refund several prior bond issues and 10 fund
the Civic Cenier project.



The City has purchased municipal bond insurance policies on its bond issuances in the
past, including for the RCRA 2007 TABs , and the 2007 Lease Revenue Bonds, resulting
in the debt issues being assigned the ratings of the respective bond insurers. In fiscal year
2008, the City’s variable rate debt was affected by the credit downgrades of bond insurers
MBIA and Ambac; resulting in higher than anticipated rate resets. In May, 2008, the
City restructured the RCRA 2007 TABs and the 2007 Lease Revenue Bonds to index rate
and fixed rate bords for a term of eighteen to twenty-four months, In October, 2008, the
City refunded its 2006 Wastewater Bonds, Series A with a new bond issue, which is
supported by a Letter of Credit from Union Bank of California, and removes Ambac as
the bond insurer. At the time of this bond issuance, S&P also raised the City's
Wastewater Enterprise credit rating to "AA-",

For more detailed information on the City's long-term debl see Note 7 on pages 71.98,

Economic Factors, Next Year’s Budget and Inflation Rates

s The City currently faces a continuation of a faverable economic environment.
Revenues from recent strong growih in assessed valuation is slowing, but st
growing. Projected strong growth in revenue streams from both increasing assessed
valuation and increased retail sales are expected with the opening of a Target in July
2008. Coupled with a continuing tight rein on appropriations, a continuing positive
cash flow is projected.

¢ The City has formally adopted debt and investment policies to guide critical financing
and investment decisions, The City is also one of the first cities to adopt a swap

policy.

e The City has established a reserves policy and has funded a $10 million contingency
reserve within the General Fund, equating to aver eight percent of the City's current
budget level.

s The City has adopted a structurally balanced budget policy requiring one-time
revenues to be spent only on one-time expenditures, and on-going Tevenues 1o be
spent on on-going expenditures.

+ The City has completed the implementation of a new, integrated financial, human
resources and payroll system that will be the hub of other new software, including
“best of breed” software in building permits, cash management, investments, debt
management, equipment and many others.

¢ The City Manager has recommended to the City Council that City services only be

expanded or re-opened as cerizin revenue milestones are met, thus preventing the
creation of structural deficits.
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s The City has eslablished monthly revenue and expenditure variance monitoring
repurts to assure adherence to budget contrals. Simultancously, position control is
being strictly enforced, ensuring that any hire is moving inte a funded position.

« The City continues to search for and identify opportunities 10 refinance its debt
obligations that sheuld cxtract additional one-time funding for critical infrastrucrore
Improvements.

s The Siate budget will have a significant effect on the City's financial condition, The
impending deficit at the State level will likely manifest itself in cutbacks in state
funding and may result in State “borrowing™ of municipal revenues and deferral of
state allocations and reimbursements.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the City’s finances for
all of its citizens, taxpayers, customers, investors and creditors. Questtons concerning
any of the information provided in this repert or requests for additional information
should be addressed to the City of Richmond, Finance Departiment, 1401 Marina Way
South, Richmond, CA 94804. Altemnatively, vou may send your inquiries via e-mail to
Financefci.richmond.ca.us
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City of Richmond
June 30, 2008

STATEMENT OF NET ASSETS AND
STATEMENT OF ACTIVITIES

The purpose of the Statement of Net Asscls and the Statement of Activities is 1o semmarire the enlire
City’s financial activities and financial pesition.

The Siatement of Netl Assets reparts the difference between the City's (otal assets and the City's total
liabilitics, including all the City's capital assets and all its long-term debt. The Statement of Net Assets
focuses the reader on the composition of the City’s nei assets, by subtracting iotal Habilities from total
assels and summarizes the financial position of all the City’s Governmemal Activities in a single column,
and the financial pesition of all the City"s Business-Type Activities in a single column; these celurmns are
followed by a Total column that presents the financial position of the cotire City,

The City's Governmental Activities include the activities of its General Fund, along with all its Special
Revenue, Capital Projects and Debt Service Funds. Since the City's Internal Service Funds service these
Funds, their activitics are consolidaled with Governmental Activities, after ¢liminasing inter-fund
transactions and bafances, The City’s Business Type Activities include all iis Enterprise Fund activities
and any portion of the Internal Service Fund balances that service Emterprise Funds. Fidueiury activity is
excluded.

The Statemment of Activities reports increases and decreases in the Cily's net assets. 11 is also prepared on
the full accreal basis, which means it includes all the City’s revenues and all its expensces, regardless of
when cash changes hands. This differs from the “medified accrual”™ basis used in the Fund financial
statements, which reflect only current assets, current liabilitics, available revenues and measurable
expenditures,

Both these Statements include the financial activities of the City, the Richmond Community
Redevelopment Agency of the City of Richmond, the Richmond Joint Powers Finance Authority and the
City of Richmond Housing Authority, which are iegally separate but are component units of the City
because they are controtled by the City, which is financially accountable for the activities of these entitics.
The balances and the activities of the discretely presented component unit of the RHA Properties are
included in these Statements as separate columns.



CITY QF RICHMOND
STATEMENT OF NET ASSETS

JUNE 30, 2008
Component
Primary Govermnment Unit
Governmental Business-Type A
Activilies Activities Total Properlies
ASSETS
Cash and investments (Note 3) $102,842.982 £14,948,746 $117,791,728 507,631
Resmcted cash and invesiments (Note 3) 166,490,455 7,065,721 173,556,176 2,399,825
Receivables:
Accounts, net 12,720.271 2,067,131 14,796,404 71,761
Laterest 222,628 16,672 239,301
Gt 3,580,005 1,001 826 4,581,831
Dus from developer (Note 17) 8,628,540 8,628,540
Loans, n¢t of reserves (Nole 5} 33,060,555 31,068,555
Internal balunces (Nuote 4} 24,316,038 (24,316,035}
TPrepaids, supplics, and other assets 567,250 438,987 3,006,237 3,082
Hond issuance costs and other {nvestments,
net of amortization 1,638,249 1,634,249 1,070,111
Net pensiosn asset (Notes 10 and 11} 110,931,302 110,931 302
et OPEB assel {Note 12) 2,196,876 2,196,876
Capital assets (Note 6):
Noodepreciable 129,405,552 41,017,516 170,422 048 10,431,153
Depreciable, net 173,526,014 84,516,132 258.342.151 19,712,283
Total Assets 760.168,930 137,019.488 897,188,418 34,195,846
LIABILITIES
Accounts payable and accrued biabilitics 16,149,071 2,715,097 18,884,168 970,384
Anterest payable 3,581,063 1,322,143 4.903,206
Refundable depusits 4,330,079 171,656 4,501,735 255420
Net pension obligation {Note 11) 191,095 191,095
Uneamed revenue 106,452 106,452
Compensated absences (Note 2):
Due within ong year 942 478 183,187 1,125,665
Due in more than one year 9,028,266 527,661 0,555,927
Claims liabilities (Note 14):
Due within one year 9,619,000 9.619,009
Due in more than one year 10,645,000 10,645,000
Long-term debt {Note 7):
Due within one year 10,254,291 3,200,374 13,454,665 405,000
Duc in more than ane year 419.199,524 50.313.34¢ 469.512,873 32.926.188
Total Liahilities 484.046,31% 58,453,467 542,499 786 34.556.992
NET ASSETS
Invested in capital assets, net of related debt 188.467,600 77,558,506 256,036 406 (787.927)
Restricted for
Capttal projects 141,032,044 141,632,044
Debt scrvice 33,766,161 1,526,840 35,293,001
Housing and redevelopmen! 13,771,657 11,771,657 2,399,825
Pension benefits 2.381.020 2,381,020
Total Restricted Net Assets {88.950,882 1,526,840 190,477,722 2,399.825
Unrestricied (Deficit) (101.295.871) (519,625) (101,815.496) {1,973.044)
Total Net Assets (Deficit) $276.122.611 $78.566.021 $354.688,632 ($361.146)
—— ——— iy

See accompanying noteR 1o financial slatements
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CITY OF RICHMOND

STATEMENT OF ACTIVITIES
FOR THY YEAR ENDED JUNE 30, 2008

Program Revenues
Opernting Capiial
Charges for Granls and Cirants and
FunctionsPrograms £xy Services Contributions Conributions
Primary Government:
Governrtental Acuvities'
General govemment 526,826,443 $13,061,28% 515,071
Public safety £0,140,357 1435021 1,157,207
Public works 31252681 952,330 2,343370 $2,982,222
Community development 5,046,846 391,878 2510406
Culwral and recreational 19624,117 257,258 £53.893 444,188
Housing and redevelopmem 17,471,811 Lea7112 2,126,146 640,300
Interest on long-term debt 24.242,108
Towal Goverronemal Acuvities 204,604 964 19136588 9,642,093 4,066,710
Business-1ype Activities:
Richmond Housing Authority 24324334 1,776,252 21,852,994
Port of Richmoad 4,589,789 5,900,126 2,182,673
Richmond Marina 240,542 484,212
Municipal Sewes 15,084,717 13,864,120
Sturm Sewer 4,685,796 1,637,451
Cable TV 853,646 974,924
Total Business-1ype Activities 49,778,834 21,636,785 24,615,667
Total Primary Goverament $254,383,798 341.773.67) 39,641,093 328,742,377
Camponent Unit:
RHA Properties $4.003.434 $3.462.56]

General revenues,
Taxes:
Property taxes-currem collections
Sales taxes
Uaility user 1anes
Documenary transler taxes
Other tazes.
Use of moncy and propeny
Unrestricled intergor ernmental
Gain un sale of capital Rssels
Peusion stabilization revenue
Developer revenue shariag
Other
Special itern (Now 6}
Transfers (Nole 4)

Totel gemeral revenues, transfers und special e

Change in Net Assets
Net Assets-Peginning

Net Assets (Deficity-Ending

See accompanying notes to financial stalemeats
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Net (Expense} Revenue and

Changes in Net Assets

Net (Expense)
Revenue and
Changes in Nel Assels
Component Unit

[ By v
ype
Activities Activities Total RHA Properties
($13,614,083) 1$11,614,083)
(75,548,129 (75,348,129)
{21,971,759) 124,974,759)
{L 247 562) (1,847 562)
(18,069,378 (18,069,378)
(13,468,253) (13,468,253
(24.242.109) - (24,232,109
171,759.273) (171.759.27%)
(5655,088) (653 088}
4,083,010 4,093,010
241,670 243670
(1,220,607 (1,220,607)
(3,048,645) (3,048, 645)
111.278 121,278
(466,382} (H66,382)
(174,759.21%) (466,382) (172,225,655)
{$540,R73)
77,012,808 10,382 77.023,190
29,065,711 20,003,713
29,553,243 19,553,243
3647333 3,647,333
5,455.663 5,035,662
9990413 919,679 10,210,092 63,560
4,330,572 4,330,572
4,008,197 4,008,197
4,256,500 4,236,500
201,270 201,270
3,101,841 313564 3415704 166,325
O AT5 T50 13,425,750
(1,706.880) 1,706 880
166,536,670 111,474,946} 157081734 229885
{3,202,603) (11,941,328} (15,143,930 {310,988
279125 214 90,507,349 19812563 150,188)
5276,122,611 $758,566,021 5154,088.632 (336),146)
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City of Richmond
June 30, 2008

FUND FINANCIAL STATEMENTS
Major funds are defined generally as having significant activitics or balances in the current year,

The funds deseribed below were determined to be Major Funds by the City in fiscal 2008. Individual
non-major funds may be found in the Supplemental section.

GENERAL FUND

The General Fund it uscd for all the general revenues of the City not speeifically levied or collected for
other City funds and the related expenditures. The General Fund accounts for all financial resources of a
governmental unit which are not accounted for in another fund.

REDEVELOPMMENT AGENCY ADMINISTRATION SPECIAL REVENUE FUND

The Redevelopment Agency Administration Fund aceounts for all administrative agtivities of the Agency,

REDEVELOPMENT AGENCY LOW AND MODERATE INCOME HOUSING CAPITAL
PROJECTS FUND

The Redevelopment Agency Low and Moderate Incame Housing Fund accounts for the twenty percent
housing set-aside from the tax increment proceeds of each of the Redevetopment Agency’s project areas.
Thiz set-aside is required by California redevelopment law. 2nd must be used to provide housing for
people with low and moderate incomes.

REDEVELOPMENT AGENCY DEBY SERVICE FUND

The Redevelopment Agency Diebt Service Fund nccounts for the accumulation ef property taxes for
payment of interest and principal on the Agency’s long-term debt.

REDEVELOPMENT AGENCY PROJECTS CAPITAL PROJECTS FUND

The Redevelopment Agency Projects Fund accounts for capital projects connected with redevelopment
funded by property tax incremenl revenues,

SECURED PENSION OVERRIDE SPECIAL REVENUE FUND

The Secured Pension Override Fund records the receipt of Pension Tax override collected through
property taxes far payment of pension contributions.

CIVIC CENTER PROJECT CAPITAL PROJECTS FUND

The Civic Center Project Fund accounts for activities of the new Civic Center project.
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ASSETS

Cash and investments
Kestricied tash and mvestmeots
Recaivables:
ACCouTis, net
interest
Granis
Loany
Due from other funds
Advances o other funds
Prepaids, suppiies and ather asses

Touwl Assets
LIABILITIES

Accounts payable und socnsed habliues
Refundahle deposits

Duc to otber funds

Advances from other funds

Deferred revenuce

Total Liabilities
FUND BALANCES

Fund balance
Reserved for:
Encumbrances
Prepaids, supplics and other assets
Dbl service
Advances to othes funds
Loans recewvable
Law &nd moderate income houning
Unreserved, demgnated for;
Comingencics
Unreserved, Undesignated, Reporied in:
General Fend
Special Rexenue Fusds.
Dein Service Funds
Capital Projects Funds

Total Fund Balances

Tota} Liahitnies and Fund Balances

CITY OF RICHMONT

See accompanying noles o financial staiements

a0

GOVERNMENTAL FUNDS
BALANCE SHEET
JUNE 30, 2008
Redevelopment
Redevelopmem Apency Redevelopment  Redevelopment Secured Civic (ther Tutal
Agency LowsMod Agency Agency Peusiim Center Governmental Governmental
General Administranon  Income Housing _ Debi Service Projects Override Project Funds Funds
$14.210,701 $805,562 019,618 $11,595998 $8,483,.397 $2366.485 $1.598,2) 526,096,934 570,176,906
153461 1,420,571 10,755,304 5,114,691 60,585,747 b1 359,452 1,102,056 161,594,332
8,126,501 21,847 168,250 4362 4318679 12,641,799
31206 11979 T.069 41,239 (2.234) 14,535 (720 59,293 155,961
3840 083,603 2.§92,552 3,580,005
1,376940 2,514,184 16,213,706 10,353,832 5,711.920 36,170,588
12,580,155 5,076,924 2,717,085 921,885 4,002,457 25M5,107
28,353,654 2,174,067 99,685 26,627,406
21,792 211.792
§61,613.350 §42,033.134 $31.198.347 522,488,961 $80,442.075 32,381,020 563,216,550 564 784,457 $138,877.896
P - — ) —t L

$3,404,138 $147,391 1,689,326 $2.913,681 $3,618,192 1,392,607 813,165,493
595,211 137429 41,206 3556293 4.3%.079
8,706,778 174,416 1,709,770 523731554 4,508,494 4,000,000 1.348,095 8119,107

99,685 2,000,000 211,686 AN
2.370.502 1,688,251 16,027,554 10,356,502 6.RA1.414 18,206,751
15.176.722 3,147,687 19.426.690 13713534 17.619,973 5,618,142 14,570,035 £3.432.502

1,824,308 191,867 3,706,367 887212 1830 372092 19,493 091
210,792 211,792

11,506,031 11,506,031

24,153,634 2,000,000 93,685 26,4353.33%
639,224 119,431 78,658
7943 856 7,945,556

L0, 00¢H000 10,060,000
9,387,650 3,187,650
6,693,580 §2,381,020 12,655,066 21,732,666

7,609 378 20,942,088 18,551 406

51,650,296 54.150.072 11.582,176 119,382,544

46,416,628 §,98%,447 11,771,657 19.115,409 62,622,107 2,381,070 54,318,408 40914422 245,445,093
361,613,350 512,033,134 $3L.198,347 322488963 580,442,075 $2.281,020 561,936,550 $64,784.457 $338.877.896
—_———e— e, = _— =3 ———
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CITY QF RICHMONI>
Reconciliation of the

GOVERNMENTAL FUNDS -- BALANCE SHEET

with the
STATEMENT OF NET ASSETS
JUNE 30, 2008

Total fund balances reported on the governmental funds balance sheet

Amounts reported for Governmental Activities in the Suatement of Net Assets

are different from thesc reported in the Governmental Funds above because of the [ollowing:

CAPITAL ASSETS

Capital assets used in Governmental Activities are not current assets or figancial resources and

therefore are not reported in the Governmental Funds.

ALLOCATION OF INTERNAL SERVICE FUND NET ASSETS

Ipternal service fonds are not governmental funds, However, they are wscid by management to
charge the costs of certain activities, such as insurance and centzal services and mainkenance
to individual governmental funds, The net current assets of the Internal Service Funds are therefore
included in Governmental Activities in the following line items in the Siatement of Net Assets.

Cash and investments

Restricted cash zod investments
Accounts Teccivable

Interest receivable

Prepatds and supplics

Accounts payable and accrued liabilities
Compensated absences

Claims payable

ACCRUAL OF NON-CURRENT REVENUES AN} EXPENSES

Revenucs which are deferred on the Fund Balance Shecis because they are not available curently

are taken into révenue in the Statement of Activities.

LONG TERM ASSETS AND LIABILITIES

The assers and liabilities below are not due and payable in the current period and therefore are pot

reported 1 the Funds:
Interest payable
Long-term debi
Net pension obligaticn
Ne1 pension assel
Net OPEB nsset
Governmenta) activities portion of compensated sbsences

NET ASSETS OF GOVERNMENTAL ACTIVITIES

See accompanying notes 1o finapcial siatements
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$255.445,093

303.231,571

32,666,076
2,496.123
87,472
66,667
355,458
(2,983,578)
(717,206)
(20.264.000)

35,090,268

(3,581,063
(429,453 815)
(191,095)
110,931,302
2,196,876
{9.253.538)

This Page left [ntentionally Blank



REYENLES
Property taxes
Sales tanes
Urilisy user tanks.
ditser cases
Licenses, permits and fees
Txevilaper revenue sharing
Fines, farfeiures and peralues
Use of mouey and property
Lorscganeroantal.
Uharges oy seoviens
Pensions siadilroatian rescaoe
Other
Rem

Tolal Revenues

EXPEHRITURES

Current:
Geoeral governmen
Pubhc safety
Public werks
Comimunry develnpment
Cuirural aod recreatonal
Housing ard redevelopment

7 ApITa) denlay

Dbt service
Pritcipat
Wenest, amvd Fiaal thangts

Toal Expendinges

EXCESS(DEFICIENLY) OF REYENUES
CIVER (UNDER) EXPENDITURES

OFFHER FINANCING SOURCES (USES)

Trovonds from s1i¢ of property
laoance af debt

Payment to bind etorow agaat
Transfers in

Transtirs couc)

Treal Deher Financing Sources [1ses)
NET CHANGE IN FUND BALANCES

RETINNING FUMI? BALANCES

ENDING FUNT BALANCES

FOR THE YEAR ENDED NINE 10, 2008

CITY OF RICHMOND
GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES AND CHARGES BN FUND BALANCES

See arcompanying notes ta financil starements
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Redevaioprient
Redevelopmem Ageney Redevelopment  Redeselopment
Agency Lowihod Agenrcy Agency
Genttnl Adiministation {ncene {ousing {3zht Sevvize Prajects
34265 302 FeBIF IR
29005711
29,551,243
THIR2GT
1915314 SLO3TIIL
S
283,908
736,258 774353 $381.0T1 HR5H 1725533
ST 1500 £AQ00)
2,314,505
1.878,275 326,654 19217 98,354
IS4G 2,60
114, 106.526° 2,139,625 40,352 IT28IAH 2,996,678
29482
80,795,922
7,780,750
1,610,874
20,185,663
6893357 4579044 3,95,34
T63, 388 3,246,111 10,388 367
2345005
3.32048 1R79.648
128:915.221 5413810 T.825.372 3274648 18.383,509
({ 4.808.655) 16,274, 1833 (7. 424,984] 22057420 (15396980
4,068,197 275,300
LTSI 3400000
5,507,397 11,077,004 7361958 TEEASL [ERITELY)
(10181, 16t} (310.036} 6,87 3.6711 (25,820,381 ) 25473301
167),366) 12,753,008 10,355,253 117,58 360 53643205
(15,480,161) 6,452,841 3,474,267 4,906,766 18,274,307
61,916,78% 2.192.604 8,297,390 14,203,643 24.347,79%
$40,436.618 33.885. 447 $h1.771.657 $15.113,408 562622101
e e e ] ———rr

Sevured Civie inher Total
Petsion Ceriter Geveramental  Gmermmental
Tuerpicfe Cropt Fumds funds

RiB R TRxsy 23 TIE EaEAL SRt

28N05,711

29,551,141

83 502 &142,90%

4,150,950 8,164,006

02

25,733 3295

166,136 L2390 3 fHIE 45T 3Nz

[2 R 1K] L a0 452 R 092670

21,711,870 616,185

4,256,508 o 258,500

154,701 3407481

6,617

14, 49,400 3,481,181 31,267,631 195823 817

(23] 8,227,508 16022760

5,148,186 765 B0 #6,716.915

48,528 10,292,301 18,021,576

1,585 986 5,195,860

g8 26,814,698

3,260,104 22828774

35,552,073 12,652,358 H2,742,35)

1448 498 €0 90¢

1L ALY 1581251

3148310 33,70 558 4726410 264351978
3,061,150 [32239.715) (23.456,7771 (68,534, 1613
4287517

97 79000 172,962,622
(12k97.315) (IZRYT.S15Y

£8,524,430 47,661,522 184,513,792
(.00, 2563 (10,645,946 (99.508, 128} {183,857.975)
13,0804, 255) 75 318, 850 13048 573 131008, 453
996,804 46,210,265 (19,409,898 74474281
1,184,126 3.094.143 50,124,329 180,970,819
52.381.0%0 §34.318.408 §49014.422 §258.445.093)

S
N
I



CITY OF RICHMOND
Reconciliztion ¢f the
NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS
with the
STATEMENT OF ACTIVITIES
FUR TIE YEAR ENDED IUNE 30, 2008

The schedule below reconciles the Net Changes in Fund Balances reporied on the Governmentat Funds Statement of
Revenues, Expenditures and Changes :n Fund Balance, which measures only changes in current assets and current
labilities unt the modified aconm] basis, with the Change in Net Anseta of Govemmentsl Acunities reported in the
Surement af Aclivities, which 1s prepared on the full accrual basis,

NET CHANGE [N FUND BALANCES - TOTAL GOVERNMENTAL FUNDS 374,474,283

Amounts reponied for governmental sctivities in the Staement of Activities
wre differcn bocause of the fallawing:

CAPITAL ASSETS TRANSACTIORS

Governmental Funds inciude capieal outlays in deparimental expenditures, Elowever,
in the Statement ol Activities the cost oF those assets 13 capitalized and affocaced ovey
their estimated useful lives and reponed ay depreciation expenne.
The capual outlay expenditures are ther¢fore added back to fund balance 59,462,139
Deprecintion eapense i3 deducted from the fmd balance
{Depreciation expense is nel of internal sgrvice fund Sepreciation of

£1,426,389 which has already been Allocated to serviced funds) (14,522,502)
Contributions of nfr end imp by Developers are capitaki

in the Stalement of Activities, but ke hot recorded in the Fund Siaterenes

beciuse no cash changed hands 689,655
Retirements of capyeal assets are deducted from the fmd balance {277,808y

LONG TERM DEBT PROCEEDS AND PAYMENTS

Bond proceeds provide current financial resources 1o governmeniat funds, b
issuzing debt increases long-lerm liabilines m the Statement of Net Asseis.
Repayment of bond principal is en expeaditure 1n the goyemmental funds, but
in the Statement of Nat Asgets the repayment reduces Iong-term liabitics

Repaymem of debt principal 1s added back w0 fund balance 5,30098
Issuance of debr is deducted from find balance {172,962.622)
Payment to band escrow agent is added biack to fund balance, net of refimding costs 3145891

Captal appreciation bonds acererion iy deducted from fund balance (70349313
Interesi aocrued 1o principal 3¢ deducted rom find balance (75,0001

ACCRUAL OF NON-CURRENT [TEMS

The amounts below included in the Statzment of Activities do not provide or (tequire) tse use of
current financial resources and therefore are not reposted as revenue o expendinres in
governmenta] funcs (net change).

Interest payable {10041 1)
Defared revenue 6,984,016
Compemuated ahiences (601,754)
Nei pensicn asset (obligation) 271,457
Nei1 OPEB asset 2,196,876

ALLOCATION OF INTERNAL SERVICE FUND ACTTVITY

Interma) Service Fimds are wsed By management Lo charge the 0o#13 of certain scuvities,
such as equipment acquisilion, maintenance, and insurance to indn idual funds
The portion of the nei revenue (expense) of these Internal Service Funds arising out
of their ransactiotis with govemmenutal funds is reporied with govemmenial activities,
because they service those activities

Change in Ne1 Assets - All Ioternal Service Funds 10,512,700
CEHLANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES 551,1(11601)

Ser actompanying nowes o financial statements
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City of Richmond
June 30, 2008

MAJOR PROPRIETARY F|

NDS
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 goeds and services be financed

primarily through uscr charpes.

The concept of major funds established by GASB Stwatement 34 extends Lo Proprictary Funds. The City
has identified the funds below as major proprictary funds in fiscal 2008.

GASR 34 does nat provide for the disclosure of budget vs. actual comparisons regarding proprictary
funds that are major funds.
RICIPMOND HOUSING AUTTIORITY

This fund accounts for all funds provided by the Department of Housing and Urban Development (HUD)
10 assist ow income families in obtaining decent, safe and sanitary housing.

PORT OF RICHIMOND

This fund accounts for all financial wransactions telating to the City-owned marine terminal facilities and
commercial property rentals.

MUNICIPAL SEWER

This fund accounts for all financial transactions relasing to the City's Wastewater Collection and
Treaimeni. Services are on a user charge basis to residents and business owners located in Richmond.
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ASSETS

Current assets:
Cash and investments
Restricted cash and
invesmens
Receivables:
Accounts, net
Intcrest
Graats
Prepaids and other assets
Due from developer

Total current assets

Noagurrent assety
Capital assets”
Nuondepeeciable
Depreciable, net
Bond issuance coms
net of eortization

Total noncurrent asséts
Total Assets
LIABILITIES

Current bahilities,
Accounts payable and accrued labilities
Tnicrest paysbile
Refimdable deposis
Cornpensated absences - due within one year
Cimms payable
Current portion of long-term debt

Toud Curen Litahes

Noncurrent liabitities-
Advances from athet funds
Compensaied abscnces
Claims payable
Lang-term deby, nes

Total noncurrent Habrliues
Total Liabihties
NET ASSETS
Invested in capital assets,
net of related debt
Restricted for debt service
Untrestricted

Towal Net Assets

CITY OF RICHMOND
PROPRIETARY FUNDS
STATEMENT OF NET ASSETS
JUNE 30, 2008

Business-type Activities-Emerprise Funds G |
Richmond Other Actlivitles-
Housing Port of Municipal Enterprise Intemal Service
Authority Richmond Sewer Funds Totals Funds
34,852,158 $1,974,253 $3.571,143 34,551,092 114,545,745 $32,660,076
189924 1,336,916 5,338,381 065,721 249,173
901,558 479.284 166,001 120.29% 2,067,133 £7.472
3,668 7.196 5809 16,5673 66,667
1,001 826 1,001,826
438987 418,987 155,458
8,628 540 8,628,540
16,012,993 3,794,221 9,483,221 4.877,191 34,167.626 35.671.796
8,298,597 8,531,150 24127769 41017516 1M153%6
35,647,787 15,490,136 22,193,903 11,184,306 §4,516,132 5,479,724
32,741 1,601,508 1,634.24%
43,546,384 24,114.027 47,921.1%0 11,184,306 117.167.897 6.555.0%0
59.959.271 17,908,248 57,406.401 16,061,497 161,335,523 42.526.848
559,271 1,494,013 551397 124,416 3,735,097 2,980,547
33,648 1,151,496 136,999 1,322,143 380
139,756 31,200 17,656
85,295 47,842 183,187
9,519,000
2745000 93012 51,362 3200374 5311027
754327 4,304.551 2.106.905 216669 7.612,457 13,133,605
5,517,838 17,019.855 1,758,342 24,316,035
445926 68,292 13,453 527,661 711,208
10,645,000
3183313 2),560.716 3,263,820 50,313,343 1.133.369
5,963,764 20,296,960 43,874,159 5,022,162 75,157,045 12.495,575
6,748,085 24,601,521 45981064 3,438,831 82,769.502 25.629.160
41,046,334 18147472 7,601,825 7,863,124 77,558,806 6,555,050
189,524 1,136,316 1,526,840
9,074,983 (16.171,662) 3.623,512 2,759,542 (519.625) 10,042,616
353,211,291 41,306,727 511,425,337 510,622,666 378,506,021 516,897,666

See accompanying notes (@ fmancial atatements
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OPERATING REVENUES
Remal
Marina berth rentals
Senice charpes
Lease income
Orher

Total Opersting Revenues

OPERATING EXPENSIES
Ralanes and benedits
Geperal snd admunatening
Mainteoance
Deprociznon
Housme assittance
Claims Jesscs
(Rher

Total Operating Expenses
Cperanng Income (Loa<)

ROUNOPERATING RE
Ciaun Erom sale of capizal assels
Loss on reurerment of capaal assets
Imerest intome:

Froperty laxes
Chanrg

{¥her mcome
Interzst (expemse)

Total Nogoperaung Res enues (Expenses}
Ineome {T.oss) Before Contributions and Trakiers
TRANSFERS ANIF SPFCIAL ITEM

Specal usm; - Contmbution i dexcloper (Note §)
Tramlers in
Translers (out)

Net conttibrtions and transfers

Cheage in nel assets

REGINNING NET ASSETS (DEFICITY

ENDING NET ARSETS

CITY OF RICHMOND
PROFRIETARY FUNDS
STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND NET ASSE1S
FOR THE YEAR ENDED JUNE 30, 2008

Dusiness-1ype Actir ities-Enterprise Fonds Governmental
Richmond Other Activitics-
Housing, Pon of Mucicipal Enterprse imiermal Service
Authority Richmend Sewer Funds Touls Funds
$1611,888 $1.611,864
$170,331 179,35
4,321,085 113,862,211 52,469,119 M0,65240% F42.087,188
1,441,088 484,212 1928300
164,388 (15378} 1909 141966 273835
1776752 5,300.326 13.864.120 1.096.287 24,636,783 42.083.188
6,850,124 837443 432,547 1 588,576 9,717,683 11,056,355
(VRIS 2129,5%2 10,003 .50a LTI 16,456,539 8212.465
838314 30,661 24881 923656 41944
299,402 519,326 1,386,016 1,136,221 3740963 1,426,389
14,641 T16 19,641,716
7574820
7037 GL.835 101 69.093 156,158
24.051.274 1045059 11923598 3.630.32% 45.549.656 32620864
(2227512 1,556,067 1.940.222 (2,534,038} (20,912,871} 9,462,524
&4
{272,960 50.772) (1N
44794 161,534 546,542 167,008 919479 1,545,561
10,382 10,342
21,892,994 2782673 24,875667
RIRE:X) 311861
(585.458) 43.160.828) (149.659) 41,895 945) 134140010
21,978,191 2,298477 (2.603.604} 17,349 21.6%0.413 1412876
(296.311) 4254544 (663.382) (2,516.689) 7717542 10,875,400
114,425,350} (14425.7%0)
1,363,750 530,285 2404035
(156,870} (540,285} (p97.1551 {162,700)
{14425.750) 1,706.830 (530.285) 510.285 (12.318.870y (362,700
(14.722.681} 5,961,424 {1,203,667) (1,976, 404} (111,328 10,512,700
67,933,972 (2,654,697} 12,625,004 12,500,070 90,507,349 6184066
553,211,291 $3,306,727 §11425.337 §10.622.666 178,566,031 £16.897.666
Sce panying noics to financial
39



CASH FLOWS FROM OFERATING ACTIVITIES

Paymeots s spplicn
Paymenid 1o emphoyeer
Esurknee premmy ar clammt pad

Cagh Flaws from Qpernting Actvitid

€ASH FLOWS FROM NONCAPTTAL
FINANCTNG ACTIVITIES
Lmerfead recespss
Latecfund

Chber oo

Receipis rom aihér govecnoien
Fropeny ot

Translens

Transfers (out)

Caah Flowt from Noncapaal
Frumcmg Actict

CASH FLOWS FROM CARITAL AND RFLATED
FINANCING AUTIVITIES
Acquininon of capiial asws, net of retirement
Procesds from sbe of caprtal xsets
Procerds from shamct of debe
Paymen 16 bund cecror agenl
Cost of wance
Pruscipal payments on caprtal debt
Tanesest paid

Cash Flown from Caprial mnd
Related Fimicing Aclies

CASH FLOW'S FROM INVESTING ACTVITIES
Interent

Cash Flows [rom Tnvssting Acunher
Net Cath Fiowt
Caab and mvertments W begmung of prod
Cash and mwestments o er of penod

Recanciistion of Opéraineg Locoone (Low} 45 Cash Flows
from Operauing Advilice

Deprocistion
Change m assets aad Raaleies”
Recervables, et
Prepaidy end ofber wicls
Accounia payabic and sccrusd abiirtiet

Cash Flra't from Operang, Actrvinet

Non eash Tanva ot
Spotail nem - Coptributson 1o Develapa
Reuremem of espoal mssets
Azvorieyton of band iwmance coHE

CITY OF RICHMOND
PRUPRIETARY FUNDS
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2008

Bushatae-type Activiies-Enterprive Gowernnenial
Richanond Oher Achy s
lounng Poniaf Muniesgal [ — Iterenl Serviee
Authority Richmand Sewer Funiy Tatals
1688697 £5,835.507 §13.682631 $1057.372 34 264209 542,801,148
[14.831,585) {902.212) 0.991,144) LBI7075) {28,544 616) 4,150,615}
5.840,212) 352.107) (432317 l,581548) (@.114.379) (17.522,578)
(10427.058)
(19,981,300} A6, 138 1256372 {34251 (11394586} LoAG BT
153742 1,758 342 1012081
(50,000) 130,000}
311,853 $11865
2188207 2,782.671 24,764,744
10382 10,382
1,863,750 540,285 2,404,015
56 §70) 1340,285) 1697,155) (362, 700)
11549616 4.419.453 1529.00%) 128627 18,757.951 362,700
12,780,503) (1,088, 286) (6.657,355) {181,249) {12,167,3587) (4,150,352)
196
3,530,000 3,630,000
3,540.024) {3.540.014)
(77204 77.204)
{3,004 845) [Lrikbrd] (34.831) 13,57 578) (734.714)
(362 1943 2464.976) {151933) (2,979,093 {142327)
(2.IB0,503 15.91251) 19545 151, (368,063} 119,107.202) (5,009.997)
44394 160608 345382 167.558 kdxA 23] 1.13,23)
44294 140,605 545 387 167 854 27043 1435233
110,167 1,743,779 (6274 297) 73871 1426,487) 564241
4711315 1,547.493 15385321 5391301 144048 10519 K6
042.082 51111265 $9.110.024 “,55”’& 111 014.467 134 162 199
(322,275,132 41956067 §1540.22 (52.535.038) 1520912871} 594625
299.402 912326 1386016 LS 174,965 1,426,385
{95.807) 126471} (81487 [EER TR (341.630) NIR
2075881 2075881 (116239)
{14618 1285078 111,396 83,481 1470509 114283
8252 018.,198) {29, 45)
18,712 {19.664) 3 4028 3106 811
{173600m
519 541,100} §4.076. 188 1125417 31344 250) {H!J‘Ji.?llg 510499367
———t O — ——ATET
($14.425,750)
60,273
(32981 821534y

Ser accompnytng netea ta fmancal ssTED
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City of Richmond
Junc 30, 2008

FIDUCIARY FUNDS
Fiduciary lunds are presented separately from the Government-wide and Fund financial stalements.
Tnzst funds are used o account for assets held by the City as a trustee agent for individuals, private
organizations, and other govemments. The financial activitics of these funds are excluded from she City-
wide financial stalement, but are presented in separate Fiduciary Fund financial statements.
Agency funds are used to account for assels held by the City as an agent for individuals, private

organizations, an¢ other governments. The financial activities of these funds are excluded from the City-
wide financial stalements, but are presented in scparate Fiduciany Fund financial statements.
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CITY OF RICIIMUND
FIDUCIARY FUNDS
STATEMENT OF FIDUCIARY NET ASSETS
JUNE 30, 2008

Pension
Trust Apency
Funds Funds
ASSHTS
Cash end investments (Note 3} 511,539,104
Restricted cash and investments (Note 1) 4953712
Investment in reassessmient bonds (Note 3) 18,102,500
Pension plan cash and investments (Nate 11).
Oy of Richmond Invesemen Pool 54,164,472
Loca! Agency Investment Fund 182,596
Muna] Fuod Im astments 20,274,545
Avtaunis receivable 122,4%6
Interest receivable 9.164 (2491
Total Assets 24,611,381 534,750.303
LLABILITIES
Accounts payable and accrued liskihucs 65,192 $5.617.279
Refundable depasits payable 900,661
Duc to assezament district bondholders 28.232,363
Toua) Lighituics 65,152 $34,750.303
NET ASSETS
Held in trust for smployees’ pensicn benefit $24.566.18%

Sse accompanying notes 1o financial statements
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CITY OF RICHMOND
FIDUCIARY FUNDS

STATEMENT QF CHANGES N FIIICIARY NET A85¢7S

FOR THE YEAR ENDED JUNE 30, 2008

AUDITIONS

Net investment meine:

Netinerease (decrease) in the far value af invesunents

inzerest income
Im estment mansgeowenl fees
Contributizg from the Ciry
Contnbutian from fention Reserve
Wbz
Touwl Additions
DEDUCTIONS
Pengion benefits
AdmirRrabn e TRpEnNe
Total Deductions
Nel Increase [ Decrease)

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

See accompanying noles 1o financial slatements
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Pension
Trust
Funds

(51,633.517)
005995

(213,214
30,432
5,000,000
12,284

4.451.880

53539019
5

5.519.110

(1,087,230)

25651419

524,506,189
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City of Richmond
Notes to Basic Financial Statements
June 30, 2008

NOTE 1 - ORGANIZATION AND BEFINITION QF REPORTING ENTITY

The City was incorporated in 1905 under the faws of the State of California and adopted iis charter in 1909,
The City operates under a Council-Matager form 6f ganermiment and provides the following services ta its
cltizens as zuthorized by i5 chaner: police and fire protection, planning and community development,
strects and roads, parks and recreation, sewage treatment. drainage and capital projects. En addition, the
City has a port, marina, mupicipal and storm sewer enterprises, 8 honsing authority, a redevelopment
agenicy. a joint powers financing authority, and a parking authority which is inactive.

The accompanying basic financial statemenis present she financial activity of the Ciry, which is the primary
govermment presented, alang with the financial activities of its conmponent units, which are entitics far which
the City is financially accountable. Afthough they are scparate fegal entities, Aended component units arc in
substance part of the City’s aperations and are reporied as an integral pant of the City's (inancial statemnents.
Fach disereicly presented commpoeneat unit, on the other hand, is reported in o scparate column in the basic
financial statements t emphasize it is fegally separate from the government.

PRIMARY GOVERNMENT

The financial sttements of the primary government of the City include the activities ol the City as well as the
Richmond Community Redevelopmont Agency, the Richmond Housing Awhority, the Richmond Joint
Powers Financing Authority, the Richmond Parking Authority and the Rickmord Surplus Property
Autharity alf of which are controlled by and dependent on the City. While these are separate [egaf emities,
their financial activities are integral Lo thase of the City. Their financial activities have been agaregated and
merged (lermed “blended”™) with those of the primary government of the City in the accornpanying financial
SEACHICTIS.

Blended Component Linits:

Richmond Community Redevelopment Apency (Redevetopment Ageney) - Formed in Oclober 1949 as
a separaie lega) entity vnder the provisions of the Community Redevelopment Law, the Redevelopment
Agency was estabiished primarily w assist in the elearance arkl rehiabititation of arcas decermined o be in a
blighted condition in the City. Since that time various Praject Area Plans {Plans} have been developed to
provide an improved physical, social, and cconomic cnviromnent in various Project Areas.

The Redevelopment Agency is authorized to finance redevelopment through various sources, including
assistance from the City, State, Federal governments, incremental property tases, interest income, jssuance
of Redevelopment Agency noles and bunds. and sale and rental of real preperty acquirved with these funds,

Alihough the Redevelopment Agency is & scparate legal ewiity, it is an integral part of the City. The City
exercises significant firuncial and managemen! control over the Redevelopment Agency and members of
the City Coutcil serve as the goverming board of the Redevelopmient Agency,  The activities of
Redevelopment Agency are presented in the City's basic financial statements as the following major funds:
Redevelopment  Administration Fund, Redevelopment Low and Moderate Income Housing Fund,
Redevelopmcnt Ageticy Dbt Service Fund and Redevelopmemt Agency Capital Prajects Fund.  Separnte
financial statements for the Redevelopment Agency may be oblained by contacting the Office of Finance,
City of Richmond, 1431 Marina Way South, Richmond, California 54804,
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City of Richmond
Notes to Basic Finapcial Statements
June 30, 2008

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The City reporied the lollowing major enterprise funds in the accompanying financial staternents:

Richmond Housing Authority — This fund accounts for all funds provided by the Department of
Housing and Urban Development (HUD) to assist low income farnilies in obtaining decent, safe
und sanitary housing,

Port of Richmond - This fund accoums for all financial transactions relating to the City-owned
marine terminal facilities and commercial property rentals,

Municipal Sewer - This fund accounts for all financial transactions relating to the City's
Wastewater Collection and Treatment. Services are on a user charge basis to residents and busincss
owners located in Richmond,

The City also reports the following fund types:

Internal Service Funds. The funds account for worker's compensation, gencral liability,
information technalogy, equipment services and replacement, pelice telecommaunications and
facilitics maintenance, all of which are provided to other departments on a cost-reimbursement
basis.

Fldueclary Funds., The Pension Trust Funds and the Agency funds are used to accoum for assets
held by the City as an agem for individuals, private organizations, and other povernments.  The
financial activities of these funds are excluded from the government-wide financiaf statement, but are
presented in separate Fiduciary Fund financial statements.

Use of Restricted/Unrestricced Net Assets

When an expense is incurred for purposes for which both restricted and unreswicted net assets are
available, the City's policy is 10 apply restricted net assets first.

Cash, Cash Equivalents and Investmeuts

For purposes of reporting cash flows, the City considers each fund’s share in the cash and investments pool
and restricted cash and investments to be cash and cash equivalents,

All investments are stated at aic value, Market value is used as fair value for all securities.

The City participates in the Stale of Califomia’s Local Agency Investment Fund (LAIF), which has
invested a portion of the poo! funds in Structured Notes and Asset-backed Securities. LAIF's investments
are subject to credit risk with the full faith and credit of the Swie of California coliateralizing these
investments. In addition, these Structured Notes and Asset-backed Securities arc subject 1o market risk as
1o change in interesi rates.
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City of Richmond
Wotes (o Basic Financial Statements
June 30, 2008

NOTE 2 - SUMMARY OF SIGNEFICANT ACCOUNTING POLICIES (Continued)

Prepaids and Supplies

Certain payments to vendors reflect costs applicable 1o future fiscal years and arc recorded as prepaid items
in bath government-wide and fund financial statements. Prepaid items in governmental funds are equally
offset by a fund balance reserve which indicates that they do not constitute available spendable resources
even though they are a component of net current assets.

Supplies arc valued at cost using the weighted average method. Supplics of the povernimental funds consist
of expendable supplies held for consumption. "The cost is recorded as an ¢xpenditure it the funds at the
time individual inventory iterms are consumed rather than when purchased. Reported governmental fund
inventories are equally offset by a fund balance rescrve which indicates that they de not constitute available
spendable resources even though they are a component of net current assets.

Cupita) Asscts

Capital assets are valued at historical cost or at estimated fair value on the date donated. I actual historical
costs are not available, assels have been valued at approximate historical cost. The City's policy is to
capitalize assets with a cost exceeding $3,000. Depreciation is recarded on a straight-line basis over the
following estimated usefol lives:

tmprovements other than buildings 20 years
Buildings and buiiding improvements 50 years
Vehicles 5 — 10 years
[nfrastruciure 25- 50 years
Machinery and equipment 5 - 20 years

Infrastructure includes streets systems. parks and recreation lands and improvement systems, storm water
collection systems, and duildings combined with site amenities such as parking and landscaped areas used
by the City in the conduct ef its husiness. Each major infrastructure system is divided inlo subsystems. For
cxample, the street system includes pavement, curbs and guiters, sidewalks. medians, streetlights, (raffic
comiral devices such as signs, signals and pavement markings. landscaping and land. In the case of the
initial capitalization of general infrastructure assets reperted by governmental activities, the City chose 10
include all such items regardless of their acquisition date or amount.

Net interest costs incurred during the construction of capital asscts for the business-type and proprietary
funds are capitatized as part of the agset’s cast.
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City of Richmond
Notes to Basic Financial Statemients
June 30, 2008

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Compensated Absences

Compensated absences comprise unused vacation and certain other compensated 1ime off, which are
accrued and charged 1o expense as earned. Govemmental funds include only amounts expected 1o be paid
after the end of the fiscal year, whilc their long-term liabilities are recorded in the Statemem of Net Assets.

Changes in compensated absence liabilities for the fiscal vear were as follows:

Governmental Business-Type
Activilies Activities Total
Beginning Balance $9,366,379 $707.742 $10,074,121
Additions 5,571.381 107,384 5,684,765
Payments {4.973.016) (104,278} (5.077,294)
Ending Balance $9,970,744 $710,848 $10,681,592
Current Portion $942.478 $183,187 $1,125.665
—__1

The long-term portion of governmental activities compensated absences is liquidated primarily by the
General Fund,  Compensated absences for business-type activities are liquidated by the fund that has
recorded the liability,

Property Tax Levy, Collection and Maximum Rates

The State of California’s Constitution limits the combined maximum property tax rate on any given
preperty 10 one percent of its assessed value except for voler approved incremental property taxes.
Assessed value equals purchase price and may be adjusted by no more than two percent per year unless the
prapenty is modified, sold, or wransferred.  The State Legpislature distributes property tax receipts from
among the counties, cities, school districts, and other diswriers.

Contra Costa County assesses properties and bills for and collects property taxes as follows:

Secured Unsecured
Valuation/lien dates January 1 March 1
L.evicd dates July 1 July |
ue dates 50% on November ) Tuly 1
50% on February 1
Delinquent as of December 19 (for November} August 31

April 10 {for February)

The term “unsecured” refers to taxes on personal property other than iand ond buildings. These taxes are
secured by liens on the property being taxed, Property taxes levied are recorded as revenue in the fiscal
year of levy.

City of Richmond
Notes to Basic Financial Statements
June 30, 2008

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICLES (Continued)

Long-Term Ohligations
Government-Wide Financial Statements - Long-tenm debt is reported as Kabilities of the appropriate
governmental or business-lype activity.

Bond premiums, discounts, and issuance costs are deferred and amortized over the life of the honds using
the straighi-line methed. Bonds payable are reported net of the applicable premium or discount. [ssuance
costs are reporied as deferred charges,

Fund Financial Statements - Proprietary fund financial statemenis report long-term debt under the same
principles as the City-wide financial statements. Governmental fund financial staerments do not present
long-term debt.

Governmental funds report bond premiums, discounts and issuance costs in the vear the debt is issued.
Bend proceeds ate reported as other financing sources net of premium or discount.  Issuance costs are
reparted as debt service expenditures,

Claims Liabilities

The City records a liability to reflect an actuarial estimate of ultimate uninsurcd losses for hoth general
Tiability claims (including property damage claims) and workers® compensation claims. The estimated
liability for workers” compensation claims and general liability clnims includes “incurred but not reported”
(IBNR) claims, and is recorded in the internal service funds.

Net Assets

In the City-wide financial statcments, Net Assets are elassified as follows:

Invested in Capitul Assets, Net of Related Debt — This amount consists of capital assets net of
accumulated depreciation, reduced by ouwstanding debt that was wsed for the acquisition,
construction, or improvement of these capital assets.

Restricted Net Assets — This amount is restricied by external creditors, grantars, cantributors, laws
or regulations of other govemnments. In addition net assels restricied for pension benefits are
restricted as a result of cnabling legislation.

Unrestricted Net Assets — This amount is all net assets that do not meet the definition of “invested
in capital assets, net of related debt” or “restricted net assets,”

Fund Reservations and Designations
Reservations and designations of fund balances of governmental funds and restrictions of net assets of
proprietary funds arc created to either satisfy legal covenants, including Stale laws, that require a portion of

the fund equity be to segregated or identify the porion of the fund equity not available for future
expenditures.
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City of Richmond
Notes to Basi¢ Financial Statements
June 30, 2008

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLACIES (Continued)

Porions of the Cliy's fund balances have been reserved for the following purposes:

Reserved for Encumbrances - represents commitments of funds to pay for future delivery of
matetials and services on firm purchase orders and conimcts.

Reserved for Prepaids, Supplies and Other Assets - represents the portion of fund balance
already expended for these assets and not available to be used to meet expenditures in the current
period.

Reserved for Debt Service - represents amounis set aside in accordance with a bond indenture or
similar covenant.

Reserved for Advances to Other Funds - represents reccivables from other City Funds that are
not expected to be received in the next fiscal year,

Reserved for Loans Recefvable - represents the portion of fund balance already expended for
these assets and not available to be used te meet expenditures in the current period.

Reserved for Low and Moderate Income Housing is the portion of redevelopment fund balance
legally tequired to be sct-aside for low and modernte income housing expenditures under the
California Healih and Safcty Code.

Portions of the City's fund balances have been designated for the following purposes:

Designated for Contingencies is the portion of fund balance set-aside te be used in the event of
fiscal need.

New Funds, Closed Funds and Other Revisions

The Redevelopment Agency Capital Projects Fund is now reported as foor scparate funds, (he
Redevelopment Agency Administration Special Revenue Fund, Redevelopment Agency Low and
Moderate Income Housing Capital Projects Fund, Redevelopment Agency Debt Service Fund and the
Redevelopment Agency Capital Projects Fund.

The Joint Powers Financing Authority Debt Service Fund was closed as of June 30, 2008. The activities of
the Authority are now reported in the Redevelopment Agency Debt Service Fund, the General Debt Service
Furd, the Richmond Housing Autherity Enierprise Fund and the Port Enterprise Fund.

The activity previously reported in the Parks, Recreation, and Environment Special Revenue Fund is now
reported in two separate funds, the Special Programs Special Revenue Fund and the Developer Impact Fees
Special Revenue Fund.

The Civic Center Debt Service Fund was established to account for principal and interest payments on the
2007 Eease Revenue Bonds.

City of Richmond
Notes to Baste Financial Statements
June 34, 2008

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Expenditures In Excess of Appropriations

The Public Safety Special Revenue Fund incurred expenditures in excess of appropriations in the amount of
§214,451. The fund had safficient fund balances or revenues to Ninance these expenditures.

NOTE 3 - CASH AND INVESTMENTS

Investments and Cash Deposits

The City maintains a cash and investment pool of cash balances and authorized investments of all funds except
for funds required 1o be held by fiscal agents under the provisions of bond indentures, which the City Treasurer
invests to enhance interest camings. The pooled miterest camed is allocated to the funds based on average
month-end cash and investment balances in these funds,

The City and its fiscal agents invest in individual investments and in investment pools.  Individual
invesuments are ¢videnced by specific identifiabie pieces of paper called securitios instriments, or by an
clectronic entry registering the owner in the records of the institution issuing the sccurity, called the book
entry system. Individual investments are generally made by the City's fiscal agents as required under its
debt issues. In order o maximize security, the City employs the Trust Department of a bank as the
custodian of all City managed investments, regardless of their form.

‘The California Government Code requires Califoriiia banks and savings and loan associations 1o secure the
City's cash deposits by pledging sccurities as ¢ollateral. This Code staies that collateral pledged in this manner
shall have the effect of perfecting a security interest in such collateral superior o those of a gereral crediwr.
Thus, collaleral for cash deposils is considered to be held in the City’s name.  The market value of pledged
securities must equal at least 1 10% of the City's cash deposits. California law also allows institutions to secure
City deposits by pledging {irst trust deed mortgage notes having a value of 150% ol the City’s tatal cash
deposits. The City may waive collateral requirements for cash deposits which are fully insured up to $106,000
by the Federal Deposit Insurance Corporttion.  The City, however, has not waived the collateralization
equirements.
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City of Richmond City of Richmond

Notes to Basic Financial Statements Notes 10 Basic Financial Statements
June 30, 2008 June 30, 2008
NOTE 3 - CASH AND INVESTMENTS (Continued) NOTE 3 - CASH AND INVESTMENTS {Continucd)

Classification Envestments Authorized by Debt Issues and Lease Agreements:

Cash and investments are classified in the financial statements as shown below at June 30, 2008: ) . . .
Under the terms of the City's and RHA Properties’ debt issues and lease agreements, it is subject to varions

Cash and investieiis 5117.791,728 restrictions in the type, maturity and credit ratings of investments of the unspert procceds of thesc issucs.
Restricted cash and investments 173,556,176 These restrictions are generally no more restrictive than those listed above regarding investmem of the City's
. Total Primary Government cash and investments 291,347,904 and RHA Propertics’ funds. In addition, some bond indentures authorize investments in guaranteed investment
Cash and investments 507,631 contracts and i""“‘*‘?f?‘e“‘ agreenwr:ts with malurity dates ll:lal coinﬁdc with the applicable debt' n?amn'lics. At
Restricted cash and investments 2399425 June 30, 2008, the City and RILA Propertics were in compliance with the terms of all these resirictions.
Total Compencnt Unit cash and investiments 2,907,456 Interest Rate Risk:

Cash and investments in Fiduciary Funds {Separate Statement)

Cash and investments 11,559,104 Interest rate risk is the risk that changes in market interest rates will adversely affect the fair vatue of an
Restricted cash and investments 4,953,712 investment. Normally. the longer the maturity of an investment. the greater the sensitivity of its fair value
Investments in reassessment bonds 18,102,500 to changes in market inferest rates. One of the ways the City manages its exposure 1o interest rate risk is by
Total cash and investmenis $328,870,676 purchasing a combination of shorter term and longer term investments and by timing cash flows from
= l maturities s¢ that a portion of the portfolio is maturing or coming elose 1o maturity eventy over time as

Investments Authorized by the California Government Code and the Cly's Tnvestment Policy neeessary to provide the cosh flow and liguidity needed for operations,
Under the provisiens of the City's Investment Policy. and in accordance with California Government Code, the Information about the sensitivity of the fair values of the City's investments fincluding investments held by

following investments are authorized; bond trustees) to market interest rate fluciuations is provided by the following 1able that shows the

distribution of the City’s investments by malurity or earliest call date:

Minimum Maximum Maximum
Maxl:n.um Credit Pen:emagle Investment Rermaining Maturity (in Months)
Authorized Investment Type Marurity Quality of Portiolio In Ome Issuer 12 moniks of 13 251060 More than 60
- Less Months Months months Tota}
U.S. Treasury Bills, Bonds and Notes 5 years None None Primary Government: -_ Y
P . : Federal Agency Sceu §55,446,148 56,351,500 $6,997,550 $68,795,19%
5 . gency 351, 795,
Ohhgauons 's.s"led b).’ United  States years None None Money Market Mutual Funds (U.5. Securities) BE,140 86,140
Ciovernment of ils Agencigs Certificates of Depoal 246,713 246,713
Ty bonds and notes issued the State 5 yea A None California Local Agency Investment Fond 31,526,547 11,526,547
?’g"ﬁ °f'ﬂ ano a3 bgnc et years CalTrust Short Teem Eund 289,721 289.721
of Catiformia or any gency Held by Bond Trustee:
California Federal Agency Secut ities 6,126,086 4,073,641 10,299,129
doney Markel Mutual Funds (ULS. Securities) 93,622,112 93.622,112
ankers Acceptane 180 days 40% 0% Monzy . 622, 622,
Bunkers Acceptunces ¥s ° o Cahfomiz Local Agency Investment Fund §7.089 §7.95%
Cornmercial Paper 270 days AlPI/FL 1% (A} 10% Guaranteed Investment Contracts 58,399,964 1,164,974 4,550,048 64,145,886
i i . Investment Agreements 1,095,500 1,033,778 2135278
Negotiable Certificates of Deposit 3 years A 30% None Repurchase Agreement 1,146,500 1,146,500
. Reassessment Bonds 761,500 /15,0001 2.472,500 14,047 5010 18,102,500
Medium Term Corporate Notes 5 years A 30% None RHA Praperties:
Money Market Mutual Funds NIA Top rating 15% None Money Markel Mutaal Funds (U, 2,399,825 2.399.825
category Total [nvestments $250,094,245 $9.477,974 313,643,093 $19.668,226 792,281,538
- . . Cash in Banks and on hand - Primary Hovernment 35,479,507
Califomia Local Agency [nvestment Fund NIA None 340 Mit Cashin banks - RHA Propernes 07631
Investment Trust of California (CalTrust) NiA N/A None Totsd Cash and Insestments $32%.870,670
——
Collateralized Time Deposits 5 years 30% 10%%
Repurchase Agresments 5 years None (R) None

{A¥: City may invest an additional 10% or a total of 20% of City surpius money, only il dellar-weighted average
maturity ¢f the entire amount does not exceed 31 days.

{B): City may not utilize Reverse Repurchase Agreemem without the prior appraval of the Council.
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City of Richmiond
Notes to Basic Financial Statements
June 30, 2008

NOTE 3 - CASH AND INVESTMENTS (Continued)

Concentration of Credit Risk

Investments in the securities of any individual issuer, ather than U. S. Treasury securities. mutual funds. and
external investment fund that represent 5% or more of total Government-wide invesiments are as follows at
June 30, 2008:

Issuer Type of Investments Amoutil
Federal Farm Credit Banks Federal Agency Securities 516,000,000
Federal Home Loan Bank Federal Agency Securitics 34 488,588
Federal Home Leoan Morigage
Corporation Federal Agency Securilics 17,109,289
FSA Investnent Agreement Guaranteed [nvestment Contract 59,564,938

Significant invesuncnts in the securities of any individual issuers, other than U. S. Treasury securities, in
individual major funds and in non-major funds at June 30, 2008 were as follows:

Fund Issuer Type of Jnvestmems Amount
Redevelopment Agency Admnistration Fund  MBILA Ine Guaranieed [nvestroent Contract $1,429,000
Redevelopment Agency Debt Service Fund Morgan Guaraniee Trust of New York Invesiment Agreemeal 1,039,778
Redevelopment Apency Debt Service Fund  FGIC Guaranieed Investment Contract 2,226,948
Redevelopment Agency Debi Service Fund Bayerische Landesbank Girozentrale tmvestment Repurchase Agreement 1,146,500
Civic Center Praject Fund FSA [nvestraent Apreernent Guaranteed [nvestment Contract 58,399,964
Non Major Governmental Funds Federnl Home Loan Mortgage Corporation  FPederal Agency Securities 6,126,086
Non Major Governmental Funds Federal Home Loan Bank Federal Agency Securilies 4,173,043
Port of Richmond Enterprise Fund AlG Investmen! Agreement 1,085,500

Significant investrnents in the securities of any individual issuers, other than U. 8. Treasury securities, in
Agency Funds at June 30, 2008 were as follows:

Agency Fund ssuer Type of Investment Amount
JPFA Reassessment District City of Richanond Municipal Bonds $7.582,500
2006A&B Reassessmen Distriet City of Richmond Municipal Bonds 10,520,000
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City of Richmond
Notes to Basic Financial Statements
June 30, 2008

NOTE 4 - INTERFUND TRANSACTIONS
A. Current Interfund Balances

Current interfund balances arise in the normal course of business and represent short-tenn borrowings
oceurring as a result of expenditures which are paid prior to the receipt of revenues. These balances are
expected 10 be repaid shonly afier the end of the fiscal year when revenues are received. Current amounts due
from one fund 10 another at June 30, 2008 were as follows:

e From Other Funds The Te Onher Funds Amount
General Fund Redevelopment Agency Administration Fund §171,959
Redevelopment Agency LowiMod income Housing Fund 1,709,770
Redevelopment Agency Debt Service Fund 3,373,554
Redevelopment Agenty Projects Fund 4,506,454
Non Major Governmental Funds 2818978
Redevelopment Agency Administration Fund - General Furl 5.047,807
Nen Major Governmental Fupds 29,117
Redevelopment Agency Debht Service Fund  General Fund 2,737,685
Redevelopment Apency Projecis Fund General Fund 921,886
Non Major Gevermmental Funds Redevelopment Agency Administration Fund 2,457
Cavic Center Project Capiral Projects Fund 4,000,000

$235.319.107

B. Long-Term Interfund Advances

At June 30, 2008 the funds below had made advances which were not expecied 1o be repaid within the next

vear.
Amount of
Fund Receiving Advance Fund Making Advance Advance

General Fund Redevelopment Agency Prejects Fund £99 685
Civic Center Project Capital Projects Fund Redevelopment Agency Adnumstration Fond 2.000,000
Non Major Governmentzl Fund General Fund 211,686
Richmond Housing Autherity Enterprise Fund General Fund 5,343.771

Redevelopment Agency Administration Fund 174,067
Port of Richmond Enterprise Fund General Fund 17,039,855
Nan Major Enterprise Fund General Fund 1758 342
Tatal 326,627,406

In fiscal 2007, the Redevelopment Agency advanced $174067 1o the Richmend Heusing Authority
Enterprise Fund, collateralized by a deed of trust on the Westridge at Hilltop Apartiments, to assist the
Authority with its lease paymenis for the 2003 A-8 Mulkifamily Housing Revenue Bonds. The loan bears
intcrest of 3%,

in fiscal 2007 and 2008 the General Fund made advances to the Richmond Housing Authority Enterprise
Fund for police, sewer, and other services as well as the Housing Authority's employee payroll. The
advance bears no intcrest and is payable in 360 monthly installments of $12,531. The balance as of June
30, 2008 is $5,343.771.
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City of Richmond
Notes to Basic Financial Statements
June 30, 2008

NOTE 4 - INTERFUND TRANSACTIONS (Continued)

In fiscal 2087 the Redevelopment Agency advanced 32,000,000 o the City's Civic Center Capital Projecis
Fund for the Civic Center Project.

In fiscal 2006 the General Fund established repayment terms for its advance of $17,139,855 to the Port of
Richmond Enterprise Fund to assist the Port with varjous lease transactions and other projects. The
advance does not bear interest for the first three years; the next {ive years it bears an interest rate of 4% and
is payable as follows: $50,000 in fiscal ycars 2007 and 2008, $6.35 million in fiscal year 2009, five annual
installments of $2,000,000 for fiscal years 2010 10 2014 and a final payment of 689,855 in 2015,

In fiscal 2008 the General Fund advanced 5211,686 to the Impact Fees Special Revenue Fund for the
purpose of redeeming a portion of the letter of credit with Pinole Point Properties, Inc, that was redecmed
with a settlement payment of $1,750,000. The advance is te be repaid with future developer’s fees.

In fiscal 2008 the General Fund advanced $1,758,342 10 the Storm Sewer Enterprise Fund for the purpose
of providing a clean storm sewer system and sireet sweefing activities, The advance bears an interest rate
of 4.34% and is payable as follows: Semi-annual principal and interest payments in the amount of 52,460
to be made April 30 and December 31 of each year commencing in December 2009 until December 2038,
The final payment of $52,298 is dize Aprii 30, 2039
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Nates to Basic Financial Stateneats
June 30, 2008

NOTE 4 - INTERFUND TRANSACTIONS (Continued)

C. Transfers between funds

With Councii approval. resources 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 expenditure on behalf of another fund. Less
often, a transfer may be made 1o open or close a fund.

Transfers between funds during the fiscal year ended Junc 30, 2008 were as follows:

Fund Receiving Transfers Fund Making Transfers

General Fund Secured Pension Overmide Fund £4,700,000
Non-Major Govemmenial Funds 803,447

Redevelopment Agency Administration Fund Redevelopment Debt Service Fund 6,402,942
Redevelopment Low/Mod Income Housing Fund 4,945,000

Redevelopment Projects Fund 299,358

Nen-Major Gevermnmesntal Funds 1,429,764

Redevelopment Agency Lowrhiod Income Housing - Redevelopmem Agency Admimistration Fund 266,400
Redevelopment Debt Service Fund 5,702,758

Redevelopment Prajeets Fund 1,393,822

Reder elopment Agency Debr Service Fund Redevelopment Agency Low/Mod Income Housing 1,570,671
Redevelopment Projects Fund 495,000

Non-Major Governmentat Funds 6,603,950

Redevelopnyent Prajects Fund Redevelopment Debt Service Fund 13,714,681
Civie Ceater Project Fund Redevelopment Agency Projects Fund 22,000,600
Non-Major Governmenta! Funds 66,524.430

Non-Major Govemmental Funds Ceneral Fund 10,183.160
Redevelopment Agency Administration Fund 43,636

Redes elopment Agency Projecis Fund 1,285.243

Secured Pension Cverride Fund 3,304,256

Civic Center Project Fuad 10,045,950

Nen-Major Governmental Funds 22,279,737

Port of Richmoend Enterpnse Fund 136,870

Internal Service Funds 362,700

Part of Richmond Enterprise Fund Non-Major Governmentat Funds 1.863.750
Non-Major Enterprise Funds Municipal Sewer Enterprise Fund 340,288
Total Interfund Transfers 5186917 830

With the exception of the itemns below none of these transfers were unusual or non-recurring in nature.
(A} Bond proceeds for the Civic Center project
n. Internzl Balances
Intemal baiances are presented in the Government-wide financial statements only. They represent

the net interfund receivables and payables remaining after the elimination of all such balances
within governmental and business-type activities.

Amoun! Transferred

(

A)
A}



City of Richmond
Notes to Basic Financia) Statements
June 30, 2008

NOTE & - NOTES AND LOANS RECEIVABLE

At June 30, 2008, notes and loans receivable consisted of the following:

Amouni
City's Loans:
CalTrans Loan 3817401
Police Activities League Loan 426,000

Poliece Chief Loan 133,539

Community Development Block Grant and

Home [nvestmen! Partrership Program Loans:

Mechanies Bank Loans 41,096
Deferred Loans 3,469,252
Home lmprovement Program Loans 784,427
Rental Rehab Loans 310,419
Arbors Loan 283,732
Wouod Development Loan 853.000
Subtotal - CDBG and HOME loans 5711926
Redevelopment Agency Loans:
EDA Loans 536,329
Olson Urban Howsing, LLC. 4,951,144
Harbour Capital Projects Loan 4,440,359
MacDonald Housing 3411328
Arbors Loan 1,527,379
Waoced Development Loan 800,000
Rental Rehab F.oans 30,700
Alchison Village Annex Apartments 439,523
Heritage Park Development 382,487
Silent Second Mortpage Loans 2,074,661
Chesley Avenue Development 4,741 492
Ford Point Building Loan 3,000,000
CALHome Program 464,360
Taster Hill Project 2,281,960
Subintal- Redevelopment Agency Loans 29,081,722
‘Tatat Notes and Loans Receivahle 36,170,588
Less Reserve For Conditional Groat (3,110,033)
Net Notes and Loans Receivable $33,000,555
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Naotes to Basic Financial Statements
June 30, 2008

NOTE 5- NOTES AND LOANS RECEIVABLE (Continued)

CalTrans Loan

The total of $817.401 consists of two loans from the City of Richmond to Richmond Neighborhood
Ylousing Services, These are pass-threugh loans from CalTrans for the construction of 27 new homes
located in North Richmond,

Police Activities League

On January 23, 2007, the City approved a loan of $300.000 to provide temporary support for the Pelice
Activities League (PAL) Youth Center expansion project 10 allow PAL 10 compicie construction of the
praject. The loan is secured by a deed of trust on the property. The loan is dug upen PAL's receipt of the
remaining balance of the State of California department of Parks and Recreation, 2002 Resources-Bond
Act. Murray-Hayden Program Grant in the sum of $500,000. The loan bears a fixed rate of 4.546%. In
additien, on August 3, 2007 the City approved $126,000 of additional funding for PAL to complete the
construction of the youth center gymnasium and office complex. The same lerms as the first loan apply to
the second loan.

Police Chicf Loan

Under the Resolution Number 169-05, the City made a long-term loan of $150.000. and a short-term loan
of $30.000, for a total loan amount of $200,008, to finance the acquisition of the new Police Chiel's
personal residence located within the City of Richmond. The loan is secured by a deed of irust on the
property.  The lean is due upon sale of the property, within eighteen months afier the Police Chief’s
employment with the City terminates, or fifteen years from the dme of the loan, whichever occurs first.
The loan bears a variable intercst rate from the date of disbursement until repaid in full at an amount equal
to the average annunl intcrest rate of the California State ‘Treasurer’s Office Local Agency Investment
Fund, adjusied effective as of each annual anniversary datc of the close of escrow of the Property
purchascd by the Police Chicf. The shon-term loan of $50,000 was repaid during fiscal ycar 2006,

Mechanics Bank Loans

Leans are amortived home improvement loans to low and mederate income borrowers and are repaid a1 3%
per annum. CDBRG loan contracts are forwarded 1o Mechanics Bank for servicing.

Deferred Leans
Deferred loans are granied 1o low and moderate income families to assist them in purchasing their hormes.
Emergency repair loans not exceeding $10,000 funded by the HOME Lnvesiment Partnership Program

(HIPP) are provided to lew income families in Richmond to assist them in rehabilitating their existing
housing units. These loans are required to be repaid over a peried of 15 years (o 30 years.,
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NOTE 5 - NOTES AND LOANS RECEIVABLE (Continued)

Home Improvement Program Loans

“Silent second” mortgage loans are provided to low and moderate income first time homebuyers as gap
financing o provide the minimum amount needed to close the gap between the primary lender's
requirements and the borrower's ability 1o pay down paymments or closing casts.

l{ome improvement program loans include amortized loans to assist low income families in Richmond in
the impravement of their homes. The interest rates for these loans range from 0% to 3% and are payalble
over a period of 15 to 30 years.

Rental Rehahilitation Loans

Rental Rehabilitation Loans help make 1ental mnits affordable w low and very low income housing
families. Loans assist private and non-profil owners in purchasing and rehabilitating existing multifamily
housing units.

Creely Avenue Housing Rehzbilitation (Arbaors)

On September 15, 2006, the Redevelopment Agency loaned Arbors Preservation Limited Pannership the
amount of 32,558,557, to construct extremely low, very low and low income rental housing units and a new
community roam on Creely Avenue. Funding for the loan is as follows: $882,500 in HOME funds, 575,000
in CNBG funds and $1,594,057 in 2007 Serivs B bond funds. The loan bears simple interest at the rate of
3% per year. All unpaid principal and interest en the loan is due on April 29, 2363, Interest for the loan is
3% per anoum.

Scattercd Site Infill Hyvsing Development (Wood)

On March !, 2006, the Redevelopment Agency loaned Wood Development Corporation, a California
nonprofit public benefit corporation the amount of $1,653,000, to construct and develop single family
homes which will be made available for zale 10 low and moderate income households on § parcels within
City Richmond. Funding for the loan is as follows: $853,000 in HOME funds and $880,000 in 2007 Series
B bond funds. The ican bears simple interest 2t the rate of 3% per year. All unpaid principal and interest
on the loan is due on June 30, 2009,

EDA loans

The City’s Revolving Loan Fund (RLF) is a community based program with the goal of fostering local
economic growth through the creation and retention of employment opportunitics for Richmond residents
and complementing community and individual development initiatives.

Qlson Urban Housing, LAC,

‘This loan was made to provide assistance in the construction of low and moderate income housing. It

provides for the eventual forgiveness of the balance upon the issuance of the Centificate of Completion for
the Phase One Residential/ Retail Improvements.
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NOTE 5 - NOTES AND LOANS RECEIVABLE {Cantinued)

Elarbour Capital Projects Loan

The $5.440,359 was based on two promissory notes resulting from the sale of the Ford building of
$3,400,000 and the sale of the North Share properties of $2,040.359. During fiscal year 2008, the
developer repaid $1 million of the lean balance by a cash payment of $310.345 and the dedication of
parking lot imprevements with a value of $689.655.

MacDonald Place Senior Housing

On June 26, 2007, the Redevelopment Agency agreed to loan MacDonald Housing Partners. L.P., and
Richmond Labor and Love Community Development Corporation the amount of $4,720.000. 10 construct
senior housing wnits, a management office, small meeting rooms and ancillary retail use. and a separate
space for community services, The loan’s principal is due 37 years from the daie of disbursement. The
loan bears simple of interest of 2% per year payable from any residual receipis available fromt the prior
calendar year with an additional 1% per year, but only to the cxtent that funds arc available to pay such
contingent interest from the Agency’s share of residual receipts. as defined in the agreement. During the
year ended June, 30, 2008, the Agency disbursed $3.411.328 to the developer.

Atchison Village Annex Apartments

In 1998, the Redevelopment Agency loaned Atchison Village Associates, LI $464.000 collateralized by a
deed of trust to finance the acquisition and rehabilitation of 100 units of family housing. Interest on the
unpaid principal balance is 3% per annum. Loan payments are pringipal and interest payable in cqual
monthly payments of $§2.65t.

In 2006, the Redevelopment Agency loaned Atchison Village Associates, LI $44,000 collaternlized by a
deed of irust to finance the rehahilitation of low- and moderate-income housing. The loan bears no interest
and the entire principal interest is due in 25 years.

i
Heritage Park Development

In 1999, the Redevelopment Agency loaned Hilltop Group, LP a total of $500,000, coltateralized by deeds
of trust and bearing interest at an effective rate of 144% starting Septemnber 2004, The loans were used (o
finance the development of the Heritage Park Development in the City. Monthly installments of interest
and principal in the total amount of $3.115 are payable through September 1, 2019,

Silent Second Mortgage Loans
Loans were provided to gualifying individuals for the difference between the amount received by the

individuals whe qualified for low and moderate income housing loans and the amount needed to purchase the
homes. The loans arc to be forgiven in the future if the property owners do not sell or refinance the property.
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NOTE 5 - NOTES AND LOANS RECEIVABLE (Continued)

Chesley Avenue Mutua) Houstng Development

QOn December 1, 2003, the Redevelopment Agency loaned Chesley Avenue Limited Partnership the amount
of $4,741,492, 10 construct very low and low income housing units. The loan's principal is due in 2058,
interest is payable starting May 1, 2006, at the rate of 2% per anoum or in the amount of 95% of any residual
receipts remaining from the prior year, whichever is less,

Ford Assembly Building Loan

Under a loan agrecment dated November 22, 2004 between the Redevelopment Agency and Ford Point
LLC, the Redevelopment Agency agreed to loan $3,800,000 to fund improvements to the Ford Assembly
Building. collateralized by a Deed of Trust. The Redevelopment Agency funded the Joan in fiscal 2006
with proceeds from the Section 108 HUD loan discussed in Note 8. The loan’s principal is due in August
2025. Interest is payable starting August 2006 at a variable rate based on the 90-day LIBOR rate plus 70
basis points; adjusted quarterly. The interest rale converts to a fixed rate in accordance with the terms of
the agreement afier the Section 108 loan is sold by HUD.

CALHone Program

The CalHome loan program provides housing assisiance 1o Richmond residents 10 assist with firsi-time
homeowner down payments or rehabilitation projects for owner-occupied homes. The loans arc secured by
deeds of trust on the praopertics. Principal and interest on the loans are delerred for 30 years, unless
otherwise specified in the promissory nole. At June 30, 2008, the Agency had issued loans of $46-4.360.

Easter Hill Project

The loan from the Redevelopment Agency 1o Easter Hill Development, 1.P. is providing financial assisiance
in the development of the Easter Hill Project. The Easter Hill Project consists of single and multifamily home
components. Easter Hill Development, L.P. shall use the loan to pay for predevelopment, acquisition and
construction: costs. The outstanding balance of the loan bears simple interest at the rate of 2% per year.
Repayments on the loan are to be made from residual teceipts as defined in the agreement,  All unpaid
principal and accrued interest on the loan is due February 1, 2069.

Conditional Grant
The loan to Olson Urban Housing, LLC, provides for the eventual forgiveness of the loan balance if the
borrower complies with all the terms of the loan over its full term. The City accounts for this Joan as a

conditional grant in the Government-wide financial statements, and provides a reserve against the eventual
furgiveness.
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NOTE 6 - CAPITAL ASSETS

The following is a summary of capital assets for governmental activitics:

Gavernmental activities
Capital assets no being depreciated:
Land
Construction in progress
Total capital assets not being depreciated
Capital assets heing depreciated!
Buildings and improvemenis
Machinery and equipment
Land improvements and infrastructare
Total capital assels being deprecizted
Less accumutated depreciation for:
Buildings and improvements
Mechinery and equipment

Land improvements and infn

TRalance aL

Total accumulated depreciation
Capilal asset being depreciated, net
Governmemal activity capital assets, net

Balance at
June 30, 2007 Additions Retirements ‘Translers June 30, 2008

$25.854.915 §1,450,000 (H281,864) §653,206 527,674,172
51,844.936 57621246 (7.734.902) 101,731,280
77.699.871 59.071,246 (283,869 (7.081.696) 120,405,552
32,392,451 1,250,333 89,697 33,732,481
32,599,733 3,085,413 {300,563) (6§9,697) 36,144,888
401,668,340 7.081,696 408.750,036
466.610.524 5238798 {300.561) 7.081.656 478,627 405
(13,080,225) 639,073} (13,739,302)
(26,150,454) (1,965.226) 291,094 (27,R62,580)
{249.874,006) (13,324,592} (263,199.498)
[289,145,589) (15, ME891} 293,094 {304,801,386)
177,464,915 (16,712,143} {7.46%) 7,081,696 173,826,019
$255.164,806 $48,358.103 {5291.338) $303.231.571

Governmental activities depreciation expenses for capital assets is charged to functions and programs based

on their usage of the related assets. The amounts allocated to each function or program for the year ended
Tune 30, 2008 were as follows:

Governmental Activities

General Government

Public Safety
Public Works

Community Development

Cultural and Recreational

Housing and Redevelopment

Entemal Service Funds
Total Governmental Activities

89

$263,246
284,772
13,628,706
£.933
217,312
113,533
1,426,389

§$15,948.891
e
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June 30, 2008

WNOTE 6 - CAPI'TAL ASSETS (Continued) NOTE 6 - CAPITAL ASSETS (Continued)

Business activitics depreciation expenses for capital assets allocated 1o cach program for the year ended June

The following is a summary of capilal assets for business activities:
30 200K were as follaws:

Helance at Balance at
June 30, 20G7 Additions Retirements Trapsfers June 30, 2008 - -
Business-type activities Business-Type Activities
Capital assets not being depreciated: Richmond Housing Authority $299 402
Land $11,215330 $627 $11,215967 Port of Richmond 919,324
ion i 42,063 12,54,664 (5234948 . 801 54 s
Cotstruction in progsess ) 063,813 \ ( 58] 1$922.123) 29.801 549 Municipat Sewer 1386016
Total capital assets not being depreciated 53,279.159 12,155,291 (2349451 1) (922,123) 41.017.516 . )
Capital ssels being depreciated Richmond Martna 90,747
Buildings and improvements 8,745,403 (2,758,129) 795,023 86,782,297 Storm Sewer 999041
Machinery and equipment 12,692,481 178,821 (516,533 127,100 12481 A6% Cable TV 26,433
Infrastructure 104,555,698 (3,452 104,552,246 Total Business-Type Activities $3,740,963
Toral capital st being doprociated 205,993,582 178,821 (3,278,514) 902,123 203,816,012 ——————
Less accumulated depreciation for: c Uni
Buikdings and imgrovesacmts (41326.150) (811,976} 2700670 (11837456} emponent “_"
Machinery &nd equipment {10,682,617) (259,428) 514,961 (10,427,084) RHA Properties $879.635
—_—
Tnfrastructure (64,369.231) (2.669,561) 3452 (67,035, 340)
Total accumulared depreciation (118,772,993) (3,740,965) 3,219,083 (119,295,830} Special Item - Contribution to Developer
Capital sset being depreeiated, pet B7,215,584 (3,562.144) (59,4311 922,121 B4516,132
Business-type activity capital assets, net §140,394,743 38.593.147  (523,554,242) 125,533,698 As of June 30, 2008, the Housing Authority has substantially completed the construction of the Tape Vi
project with zn accumulaied book value of $23.054.290. Since these projects will be operaled and maintained
) L . X by the developer, pursuant to the developer agreement. the value of these projects have been sransferred 1o the
The following is a summary of capital asscts for RIIA Propentics: developer and have been recorded as Contribution to Developer, net of costs reimbursed hy the Develaper of
$8,628,540.
Balance at Halance at
30, 2007 diti S - - N
June Addtions June 30, 2008 NOTE 7 - LONG-TERM DEBT OBLIGATIONS
Capital asscts not being depreciated: A Governmental Activities:
Land 310431153 10,431,153
Total capital asscts nas being depreciated 10431153 10431153 ;{;)l];)(\;;‘;;g is 8 summary of governmental activities long-terim debt transactions during the fiscal year ended June
Cam.l.'xl_ass:u hc.'ing depreciated: Latance Ralance Due Within D¢ in More
Buildings and improvements 21917,141 237,14 July 01, 2007 Additions Deletions Jure 30, 2008 One Year than One Year
Machinery and 2quipment 45.600 49,600 Honds payable $272,284 431 $160,007,553 (337,180,857) SHL3127 59,154,386 §405,736,741
. . - Louns paysble 10,518,963 75,000 135.573) 10,578,390 157,684 10,420,746
33,966,74
Tota) capical assets being depreciated 966,743 23,966,743 Caputal leases 5,111,871 {1,147,573) 3,964,208 942,261 3,022,037
Less aceumulated depreciation for: Toul $287.915.265 SIS0.082.553  (DIRS400N  SA294538I5 S1035429) 5419.199.524
Buildings and improvements (3,335,499 ($869,715) (4,205 214) e —— ————
Machinery and equipment {39,326) (9,920) (4%,248)
Total sccumulated depreciation {3.374.825) (879,635 (4,254,460)
Capital asse1 being depreciated, net 20,591,918 {¥79,635) 19.7112,283
Business-type activity capital asseis, net $31,023.071 {$879,615) $30,143,436
71
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NOTE 7- LONG-TERM DEBT OBLIGATIONS (Continued)

Bonds Payable

Bends payable at June 30, 2008 consisted of the following:

Net

JPFA Revenue Refunding Bonds - 1995 Series A $1,829,143
Harbour Tax Allncation Refunding Bonds - 1991 95,000
Harbour Tax Allocation Refunding Bonds - 1998 Series A 24,373,902
Pension Obligation Bonds - 1999 Series A 21,165,000
JPFA Tax Allocation Revenue Bonds - 2000 Series A 19,695,000
JPFA Tax Allocation Revenue Bonds - 2000 Serics B 4,310,000
JPFA Tax Allocation Revenue Bonds - 2003 Series A 16,080,000
JPFA Tax Aliocation Revenue Bonds - 2003 Senes B 12,500,000
TPFA Tax Allocation Revenue Bonds - 2004 Series A 14,440,000
IPFA Tax Allocation Revenue Bonds - 2004 Series B 1,795,000
Pension Funding Bond Series 2005 125,288,616
Subordinate Tax Allocation Bonds - 2007 Series A 65.400,000
Subordinate Tax Allocation Bends - 2007 Series B 10,149,466
JPFA Lease Revenue Bonds - 2007 97,790,000

Total $414,911,127

1935 Richmond Joint Powers Financing Authority Refundiag Revenue Bonds Series A - Original
Issue Series A $17,320,000

The Bonds were issued by the Richmond JPFA for the purpose of refinancing the cost of certain public
capital improvements financed by 1990 Series A Revenu¢ Bonds. The Serics A Bonds consist of serial
bonds that mature annually through 2013, in amounts ranging from $525,000 1o 51,450,000, Interest mtes
vary from 4.0% to a maximum of 5.25% and payments are due semiannually on May 15 and November 15.
The Serics 19%5A Local Obligations censist of a Master Lease with the City and an Installment Purchase
Agreement with the City payable solely frem gas tax revenues. During the year ended June 30, 2008 the
Master Lease poriion of the Bonds in the principal amount of $5,498 291 was defeased by the 2007 Lease
Revenue Bonds. The Instaliment Purchase Agreement portion of the 13onds with the outstanding principal
balance of 51,829,143 a1 the time of the defeasance remained outstanding.

The total principal and interest remaining 1o be paid on the bonds is $2.119,313. Principal and interest paid
for the current fiscal year and total Gas Tax Revenues were $423.638 and $1,854,090, respectively.
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NOTE 7 - LONG-FTERM DERT OBLIGATIONS (Continued)

The annual debt service sequirenents om the Series A Bonds ane as fotlows:

For the Years

Ending June 306, Principal Interest Total
2009 $329,386 £94.589 $423.975
2010 344 804 77,229 422,033
2011 365,829 59.035 424,864
2012 182,648 39.755 422403
2013 46476 19.562 426,038
Tuotal $1.82%,143 $290,170 $2.119.313

1991 Ilarhonr Redevelopment Project Tax Alloeation Refunding Bonds — Original Issoe 11,465,000

The Bonds were issued by the Redevelopment Agency 1o refund 1985 Tax Allocation and Refunding
Bands used for the Urban Renewal Plan for Praject 11-A, the Harbour Redevetopment Plan. The Bonds
censist of serial bonds in the ameunt of $6,365.000 that mature armually through 2004, in amounts ranging
from 550,000 10 5740,000. Interest rales vary from 3.75% to a maximum of 6%% ond payments are due
semignnually on January 1 and July 1. The Term Bonds bear interest at 7% and mature on July t, 2009
with sinking fund payment requirements starting in 2004 and are sccured by a pledge of ingremental tax
revenues derived from taxable property within the 1{arbour Project Area,

The annual debt service requirements on the Bonds are as follows:

For the Years

Ending June 30, Principat Interest Taotal
2009 360000 $4. 550 564,550
2010 35000 1.225 36,225
Total $95.000 3$5.775 $100,775

1998 Harbour Redevelopment Project Tax Allocation Refunding Bonds Series A — Originat Issue
$21,862,779

The bonds were issued by the Agency to refinance a partion of the 1991 Harbour Redevelopment Project
Tax Allocation Refunding Bonds, refinance certain loans from the City 1o the Agency. which amount will
be used by the Ciiy to finance certain publicly owned capital projects, finance certain redevelopment
activities within the Harbour Redevelepment Project Area. fund a reserve account and pay certain costs of
issuance of the 1998 bonds. The bonds mature annvally through 2023. in amounts ranging fram $50,000 10
$1,136.000. Interest rates vary frem 3.5% to a maximum of 5.2% and are payable semiannitally an January
1 and July 1. The bonds are secured by a pledge of {ax revenucs derived from taxable property within the
Harbour Project Area.
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At June 30, 2008, the Bands consisted of the following:

City of Richmond
Notes to Basic Financial Statements
June 34, 2008

NOTE 7 - LONG-TERM DEBT OBLIGATIONS {Conlinucd)

The annual debt service requirements on the bonds are as follows:

For the Years

Unamortized
Accretion/ Premium
Marity Value Amortization {Discount) Nt
Current interest bonds $12,855,000 $12,855,000
Capital appreciation bonds 16,933,000 $554,784 ($5,970,882) 11,518,962
$29,790,000 $554,784 ($5.970,882) $24,373,902

The annual debt service requirements on the bonds are as follows:

For the Years

Ending June 30. Principal Interest Tatal
2009 £1,620,0600 £1.518,726 $3.138,726
2010 1,570,000 1,404,450 2,974,450
2001 1,505,000 1,293,528 2,798,528
2012 1,435,000 1,186,741 2,621,741
2013 1,360,000 1,084,523 2444523
2014-2018 7,185,000 3,888,765 11,073,763
2015-2023 4,385,000 1.506.9530 5,891,950
2024-2028 1,885,000 381,954 2,266,954
2029-2039 220,000 14,099 234,099
Total B3 R T12.509,136 TI3404,736

Ending June 30, Principal Interest Tolal
2009 $550,000 $624,903 $1,174.903
2000 1,575,000 600,571 2,175,571
2011 1,595,000 574,826 2,169,826
012 1,760,000 541,525 2,307,525
2013 1,800,000 518,513 2,318,513

2014-2018 9,555,000 2,017,177 11,572,177
2019-2023 10,675,000 878,883 11,553,883
2024 2,280,000 26,838 2.306,838
Total $29.790.000 55,789_,7.% $35,579,236

1999 City of Richmond Taxable Limited Obligation Pension Bonds — Original Issne 536,280,000

The bonds were issued 1o fund n portion of the unfunded accrued actuarial liability in the Pensien Fund
together with the prepayment of certain pension benefit costs of the Beneficiarics and 10 pay the costs of
issuance associated with the issnance of the bonds, The bonds consist of serial bonds in the amount of
$23,885,000 that mature anaually on through 2013, in amounts ranging from $1,280,000 to $3,240000.
Interest rates vary from 6.37% to a maximum of 7.39% and are payable scmiannually on February 1, and
August 1. The term bonds consist of $8,960,000 duc August 1, 2020 with an inlerest rate of 7.57% and
53,435,000 due August |, 2029 with an interest rate of 7.62%. The bonds are payable florm certain pension
tax override revenues received by the City from a special tax pursuant to City Council Ordinance 9-9%
adopted by the City Councit on March 39, 1999, The 1otal principal and interest remaining to be paid on the
bonds is $33,444,736. Principal and interest paicl for the current fiscal year and tetal pension tax override
revenues were $3,295,407 and $13,983,324 respectively.
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2000 Richmond Joint Powers Financing Authority 1ousing Set-Aside Tax Allocation Bonds Series A
and Series B - Originai Issue Series A $25,720,000, Series B $5,795,000

The Bonds consist of Scries A Bonds issued 1o fund cenain capital improvements of the Redevelopment
Agency. The Series B Bonds were issued for use in certain low and modernte income housing activities,

The Scries A Bonds consist of Serial Bonds in the amoun? of $25,210,000 and Term Bonds in the amount
of §310.000. The Serial Bonds matare annually through 2818 in amounls ranging from $1.110,000 10
$2.203.000. interest raies range from 4.0% (o 5.5% and payments are due semiannually on March 1 and
September 1, The Term Bonds mature in 2029 and bear interest at 5.25%.

The Series B Bonds consist of Scrial Bonds in the amount of §1,245,000 and term bonds in the amount of
$4,550,000. 7The Scrial Bonds mature annually through 2006 in amounts ranging from $170.000 Lo
$260,000. Interest rate is 79% and payments are due semiannually on March 1 and September 1. The Term
Bonds mature as follows: $1.075.000 in 2010 at an interest rate of 7.35%, $3,365,000 in 2018 at an interest
rate of 7.7% and $110,000 in 2029 at an interest rate of 8.0%. The Bonds arc secured by a pledge of
certain tax increment revenues derived from taxable property within the Pre-2004 Limit Area and the Post-
2004 Limit Area.
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NOTE 7-LONG-TERM DEBT OBLIGATIONS (Continued)

The annuat debt service requirements on the Series A Bonds are as follows:

For the Years

Ending June 30, Principal Interest Tatal
2009 $1,365,000 5952341 $2, 07,448
2010 1,435,000 H85,040 2,320,040
2001 1,500,000 819,720 2,319,720
2002 1,570,000 749,860 2,319,860
2013 1,640,000 675,210 2,315,210
2014-2018 9,470,000 2,047,760 11,517,760
2019-2023 2,495,000 155,863 2,654,863
2024-2028 150,000 39113 189,113
2029-2030 70,000 3.675 73,673
Total TTTO6E.000 T %633.680  Vi6.007.6B2

The annual debt service requirements on the Series I3 Bonds are as follows:

For the Years
Ending June 39, Principal nterest Totat
2009 $260,060 $319,723 $579,723
2010 275,000 300,061 575,061
2011 300,000 278,930 578,930
2012 320,000 255,585 575,585
2013 245,000 229,983 574,983
2014-2018 2,163,000 691,763 2,856,763
2019-2023 600,000 52,398 652,398
2(024-2028 25,000 13,000 38,000
2029-2030 20,000 1,600 21.600
Tatal — ¥ 3T0000 $2.143.047 35,453,043

200 Richmond Joint Powers Financing Authority Lesse Revenue Bonds - Original fssue
$29,205,000

‘The Bonds were issued to finance various street and stormwater improvements within the City snd
improvements to City facilities. The Bonds consisted of serial bonds in the amount of $E1,665,000 and
term bonds in the amount of §17,540,000. The serial Bonds matured annually in amounts ranging from
$450,000 1o $905,000. Interest rates ranged from 3.2% to 5.125% and arc payable on cach February 1 and
August I, The term bonds matured as follows: 57,745,000 due in 2026 bearing an interest rate of 5% and
$9,795,000 due in 2031 bearing an intcrest rate of 5%. The Bonds were secured by revenues of a lease
agreement between the City and the Financing Authosity. The flonds were subject 10 redemption priar to
maturity, starting in 2020. During the year ended June 30, 2008 the Bonds in the principal amount of
$25,990,000 were defeased by the 2007 Lease Revenue Bonds.
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NOTE 7 - LONG-TERM DERT OBLIGATIONS (Continued)

2003 Richmoend .Joint Powers Financing Authority Tax Allocation Revenue Bonds Serles A and Series
B — Original Issuc Series A (316,080,000), Series B ($12,500,000)

The Bonds were issued on August 27, 2003 by the Richmond JPFA. The procecds of the Scrics A Bonds
were used to finance cenain capital improvements for the Richmond Redevelopment Agency and pay
513,000,000 10 the City in partial payment of the Prior Obligations. 'The preceeds of the Scries B Bonds
were used to linance certain ¢apital improvements for the Agency and pay $3,000,000 to the City in partial
payment of the Prior Obligations. Inerest rates range from 3.00% 10 6.30% and are payable semiannually
on March 1 and Sepiember 1. The bonds are secured by a pledge of certain tax increment revenues derived
from taxable property within the Post-2004 Limil Area.

The annual debt service requirements on the bonds are as follows:

For the Yems

Ending June 30, Principal Interest Total
2009 $780,000 £1.502,012 $2.282,012
2019 810,000 1472834 2,282,834
2011 40,000 1,440,250 2,280,250
2012 870.000 1,403,606 2,273,606
2013 915,000 1,363,127 2,278,127
2004-2018 5,265,000 6,079,745 11,334,745
2019-2023 8,780,00x) 4,261,356 13.041.356
2024-2026 10,320,000 985.286 11.305.286
Total $28.580,000 $18.508,216 $47,088,216

2004 Richmand Joint Powers Finuncing Authority Tax Allocation Revenue Bonds Series A and Series
B — Original Issue Series A $15,000,600, Series B $2,000.000

‘The Bends were issued on October 28, 2004 by the Richmond JPFA. The proceeds from the Series A
Bonds were used 10 repay advances from the City and finance certain working capital requirements and low
and moderate income housing activitics of the Redevelopment Agency. The procecds of the Serles B Bonds
were used to fimance cerlain low and moderaie income housing activities of the Redevelopment Agency.
Interest rates range from 2.00% 10 5.44% and payments are due semiannually on March 1 and September 1.
The Bonds are secured by ceriain amounis payable by the Redevelopment Apency to the Authority and
certain subordinate housing and non-housing tax increment revenues derived from the taxable property
within the Merged Project Arca.
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City of Richmond
Notes to Basic Financial Statements
June 30, 2008

NOTE 7- LONG-TERM DEBT OBLIGATIONS (Continued)

The annual debt service requirements are as follows:

For the Years

Ending June 30, Principal Interest Total
2009 3845000 $1,355,325 $2,200,325
2010 3,785,000 1,220,244 5,005,244
001 4,330,000 083,489 5313489
2012 4,930,000 713,329 5,643,329
2013 5,555,000 407,429 5,962,429
2014-2018 25,678,000 15,087,506 40,765,506
2019-2023 47,439,000 7,990,475 55429475
2024-2028 36,201,000 26,156,375 62,357,375
2029-2033 62,171,000 17,611,575 79,788,575
2034-2035 35,896,000 1,765,300 37.661,300
Total $226,836,000 $73.201.047 £300,127,047

Richmond Community Redevelopment Agency Subordinate Tax Atlocation Bonds Series 2007 A and
Series B - Original lssue Serles A 565,400,000, Series B $9,772,622

On July 12, 2007 the Redevelopment Agency issued Series 2007 A Suberdinaie Tax Allecation Bonds in
the amounl of $65,400,000. The proceeds from the Bonds will be used to pay the amount of $22,000,000 10
the City 1o assist with the financing of the Civic Center Project, and 1o fund other Redevelopment Agency
projects. The 2007 A Subordinate Tax Allocation Bonds were issued as variable rate Bonds. The rate
fluctuates according 1o the market conditions. However, the Agency entered inlo an interesi rate swap
agreement for the entire amount of its 2007A Subordinate Tax Allocation Bonds, The combination of the
variable rate Bonds and a floating rate swap creates synthetic fixed-rate debt for the Agency.

The 2007 A Subordinate Tax Allocation Bonds were issued as auction rate bonds with interest calculated
every thinty-five days. The rae flucteates according 1o the market conditions, but is capped at 12%.
However, the City entered into a 29-year interest rate swap agreement for the entice amount of its 2007 A
Subordinate Tax Allocation Bonds as discussed below. The combination of the variable rate Bonds and a
floating rate swap creates synthetic fixed-rate debt for the Agency. ‘The syathetic fixed mte for the Bends
was 5.467% at Junc 30, 2008,

At June 30, 2008, the Bonds consisted of the following:

Unamortized
Accrelion/ Premium
Maturily Value Amodization (Discount) Net
Current interest bonds $65,400,000 £65,400,000
Capital appreciation bonds 24,460,000 §376,844 ($14,687.378) 10,149,466
$8%.860,000 $376,844 ($14,687.378) £75,549,466
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Notes tu Basic Financial Statements
June 30, 2008

NOTE 7- LONG-TERM DEBT OBLIGATIONS (Continued)

The annual debt service requirements on the 200F7A Bonds are as follows:

For the Years

Ending June 3. Principal Lnterest Total
2009 $1,125,000 $4.626,458 $5.751.45R
2010 1,525,000 3,649,300 5,174,800
2011 1,600,000 3,561,057 5,161,057
2012 1,675,000 3,468,021 5,143,021
213 1,750,000 3,370,692 5,120,692
2014-2018 10,025,000 15,234,642 25,259,642
2019-2023 12,175,000 11,961,800 24,136,800
2024-2028 17,450,000 8,246,520 25,696.520
2029-2033 9.200,000 3,989,589 13,189,589
2034-2037 8,875,000 1,125,162 10,000,162
Total $65.400.000 £59,233.741 $124,633.741

On July 12, 2007 the Redevelopment Agency issued Series 2007 13 Housing Set-Aside Subordinale Tax
Allocation Capitat Appreciation Bonds in the amount of $9,772,622 at interest rates ranging from 5.57% 10
6.40%. The procecds from the Boends will be used 1o finance certain low and moderate income housing
activitics of the Redevelopment Agency. The bonds mature annually through 2037, in amounts ranping
from $465.000 10 $2,020,000. The bonds arc secured by a pledpe of subordinated housing and non-housing
tax revenues.

The annual debt service requirements on the 20078 Bonds are as follows:

For the Years

Lnding June 30, Principal
2009 $465,000
2010 335.000
2011 580,000
2012 425,000
2013 675,000

2014-2018 1,660,000

2019-2022 5,560,000

2024-2028 6,855,000

2029-2033 4,165,000

2034-2037 3,340,000

‘Tatal $24,460,000
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City of Richmond
Notes to Basic Financial Statements
June 30, 2008

NOTE 7 - LONG-TERM DEBT OBLIGATIONS (Continued)

Pledge of Redevelopment Tax Increment Revenues

‘Fhe six Tax Allocation Bond issues discussed above consist of senior and parity obligations secured by
future tax increment revenues. The pledge of all future tax increment revenues (housing and non-housing
revenue) ends upon repayment of $345,918,147 remaining debt service on the Tax Allocation Bends which
is scheduled 1o accur in 2037. For fiscal year 2008, non-housing tax increment revenue and housing tax
increment revenue pledged for both senior and parity obligatians atong with the associated debt service are
listed below:

For bt Yeur Eaded
Outstanding Fune 30, 2008
Tax Reveoue Pledged Qbligation Debi Service _Tax Incremenl  _Coverpe
Seniar Now-ouring Obliganens:
19%1 Harhour Tax Allecation Refunding Bonds larbow Project Arce. 5100775 368,150
1998 Harbour Tax Allocation Refnding Honds Harbour Project Arca. 15.579.236 1,172,753
Subtotad 3568000 31.241.500 $10.551.986 £3%
e — . ——

Senior Non-Houring Obligarions:

2000 A JPFA Tax Allocation Rex coue Boads All project areas cxcept Harbour and Pilot 26,027,682 $4,3 1000 310,526,205 244%
Senlor Non-Housing Oblgations:
2003 A & B FPFA Tax Allocancn Revenwe Bonds All project areas ¢xcept Prlol 47,088,216 51,515,778
bardinate NonHouting Oblioptions:
2004 4 JPFA Tax Allocanon Revenue Honds ¢ Two-thirds) All project arsas except Pilat (5,316,820 605,185
2007 A Suberdirate Tax Allocanon Bonds All project areas except Pikat 124,633 741 ]
Sehictal 188658777 52110936 121.080.751 09444
Senlor Howsing Obtigotions:
Low aod Modersic [ncome Housing Setaside
2004 B IPFA Tax Allocanon Revenue Bonds Revenues 6,453,043 $576,008
Subardinate Howsing Qbligativr:
2004 B & One-thrd of 2004 A TPFA Tax Allocation Revepne Low and Moderat Incoms Housing, Setaside
Donds Revenucs §1,097.175 441,064
Low and Muxderate Income Housing Sreaside
2007 B Subordimat= Tax Allocstion Boods Revepues 24,450,000 i
Subtotal 41010418 51018162 $5.701 757 S60%
“Tetsl Canstanding Obligotions 5345418.147

Richmond Jolnt Powers Financing Authority Lease Revenue Bonds Serles 2007 - Original lssue
$101,420,000

On September 11, 2007 the Richmond Foint Powers Financing Authority issued Series 2007 Lease Revenue
Bonds tn the amount of $161,420,000. The proceeds from the Bonds were used 1o finance a portion of the
costs of the new Civic Center Project, and to refund a portion of the 1995A Joint Powers Financing
Authority Revenue Refunding Bonds in the principal amount of $5,498.291 and the remaining 525,990,000
principal amount of the 2001 A Joint Powers Financing Authority Lease Revenue Bomds, The 2007 Bonds
were also used to refund the remaining $3,865,000 principal amount of the 1996 Port Terminal Lease
Revenue Bonds, which is discussed in Note 3B below. Net proceeds From the Series 2007 Bends of
$28,841,042 plus an additional amount of $4,036,473 from the refunded 1993 A and 2001 A Bonds above
were used 1o purchase U.S. government securities placed in an imrevocable trust to provide all the future
debt service payments for the refunded 1995 A and 2000 A Bonds, ‘The refunding resulied in an overall
debt service savings of $6,521,671. The net prescnt value of the debt service savings is called an economic
gain and amounted to $2,079,304. The 1995 A Bonds were called in November 2047, The culstanding
balance of the defeased 2001 A Bonds was $25,445,000 at June 30, 2008. The Series 2007 Bonds in the
principal amount of $97,790,000 have been recorded as governmental activities debt, and $3,630,000 has
been recorded as business-type activities as discussed in Note 7B below,
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NOTE 7 - LONG-TERM BERT QBLIGATIONS (Continwed)

The 2007 Lease Revenue Bonds were issued as variable rate Bonds. The rate fluctuntes according to the
markel conditions. However, the Authority cntered inter an interest ratc swap agreement for the ertire
amount of its 2007 Lease Revenue Bonds. The combination of the variable rate Bonds and a Noating rate
swap creates syrthetic fixed-rate debt for the Authority.

The 2007 Lease Revenue Bonds were issued a5 auction rate bonds with interest caleulated weekly, The
rate fuctuates according to the market conditions, but is capped at 12%. llowever, the City entered into a
3i-year interest rate swap agrecment for the entire amount of its 2007 Tease Reverwe Bonds as discussed
below. The combiration of the variable raic 3onds and a fleating rate swap creates synthetic fixcd-rale
debt for the Agency. The synthetic fixed rate for the Bonds was 7.304% at June 30, 2008.

The annual debt service requirements on the Bonds are as follows:

For the Yeasrs

Ending June 30, Principal Interess Total
2009 $1.530,000 $7.424.887 $8,954. 887
2010 1,430,004 7,280,631 8,710,631
201 1,660,000 7.148,109 8.808,709
2012 1,720,000 7.010,007 8,730,007
2013 1,783,000 6,865,574 8,650,574
2014-2018 0,460,000 32,032,254 42,492,254
2019-2023 14,695,000 27318582 42,013,582
2024-2028 17,675,000 21,031.884 18,706,884
2029-2033 21,260.000 13.469,069 13,729,069
2034-2038 25.575.000 4.373,678 20,048.678

Tutal £67,750,000 $133,555,275 §231,745,275

Interest Rate Swap Agreement

The City entered into interest swap agreements in connection with the 2007A Subordinate Tax Allocation
Bonds and the 2007 Lease Revenue Bonds. The transactions allow the City 1o create a synthetic fixed rate
on the Bonds, prolecting it against increases in short-term interest rates. The terms. fair value and credit
risk of the swap agreements arc disclosed below. For the swap agreements penaining to the 20058-1 and
2005B-2 Taxable Pension Funding Bonds. these disclosures are included below, but the swap apreements
do not become effective until August 1, 2013 and August 1, 2023, respectively,

Terms. ‘The terms, including the counterparty credit ratings of the outstanding swaps, as of June 3¢. 2008,

are included below. The swap agreements contain scheduled reductions to the outstanding notional amount
that are expected 1o follow scheduled reductions in the Bonds,
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June 30, 2008 June 30, 2008
NOTE 7- LONG-TERM DEBT OBLIGATIONS (Continued) NOTE 7- LONG-TERM DEBT OBLIGATIONS {Continued)

A portian of this basis risk is tax risk, The City is exposed 10 1ax risk when the relationship between the

. : "““F'T"_'" Fiued Varinble - 1axable LIBOR hased swap and tax-exempt variable rate bond changes as a result of a reduction in federal
National Liffective Credit Rating Rate Rate Termination and N Should the relxtionship between LIBOR and th derlving tax- ¢ variabl
Amount Date Counterpant (SEP MnodyyFach) paid Received Date and state income tax rates. Sh nship bet . ¢ underlying tax-exemp able
rale bonds converge the City is exposed 1o this basis risk.
20658-1Taxable Pension Funding Bords 1002 o USD-3 Termination visk. The City may terminate if the other party fails to perform under the terms of the contract,
$75,230,476 172013 JPMorgan Chase Co. AALARaAA 57172% Mu}:l:]_;',a; 2172023 The City will be exposed o vuriab}e rates if the counterparty to the swaps contracts defunlt or if the swaps
contracts are lcrminated. A teomination of the swaps contracts may also result in the City's making or
20058-2Favable Pension Funding Bonds receiving a termination payment based on market interest raies af the time of the termination. M at the time
100% of USD-3 of termination the swaps have a negative fair value, the City would be liable to the counterparty for a
$127,990,254 8/1/2023  JPMurgan Chase Cu, AA/AABIAA 5730%  Month LIBOR 8/1/2034 payment equal to the swap's Fsir value.
2007A Subordingie Tax Allocation Bonds Swap payments and associated debr. Using mtes as of June 30, 2008, debt service requirements of the
68% of USD-1 City’s owstanding variable-rate 2007A and 2007 Bonds and net swap paymenis, assuming current interest
$65,400000 7122007 Royal Bank of Canada AdSAIIAA 3.590%  Mooth LIBOR 9/112036 rates remain the same for their term, are as follows. The 2005B-1 and 2005B-2 Bonds are not included in
2007 Lease Revenue Bonds the table, because the swaps are not effective until August 1, 2013 and August 1, 2034, respectively, As
4% of LISD.1 rales vary, variable-rate bond interest payments and net swap payments will vary. These paymenls below
$101.420,000  9/11/2007  Royal Bank of Canada AASARAIAA 3657%  Month LIBOR 8172037 for each of the Bonds are included in the Debt Service Requircments abave:
2007 Subordinate Tax Allocation Bonds
interest Rale
Based on the swap agreements, the City owes interest calculated at o fixed rate to the counterparty of the For the Years Variable-Rate Bonds Swap, Net
swaps. In return, the counterparty owes the City interest based on the variable rate that approximares the Ending fune 30, Principat Lnterest Enterest Total
rate required by the Bonds. Debt principal is not exchanged; it is only the basis on which the swap receipls 2009 51,125,000 $3,132.733 51,493,725 $5,751,458
and payments are calculated. 2019 1,525,000 2,1R2.867 1,459,933 5,174,800
2081 1,600,000 2,137,910 1423,147 5,161,057
Fair value. Fair value of the swaps iake into consideration the prevailing interesi rate environment, the 2042 1,675,000 2,083,397 1,384,624 5,143,021
specific terms and conditions of each transaction and any upfront payments that may have been received. 2013 1,750,000 2,026,330 1,344,362 5,120,692
Fair value was estimated using the zero-coupon discounling method. This method calculates the future J01d-2018 10,025,600 9:182,791 6,051,851 25.259,642
payments required by the swaps, assuming that the current forward rates implied by the LIBOR swap yield 2|)w-2(353 12,175,600 7,239,515 4,702,275 24,136,800
curve are the market's best estimate of future spot interest rates. These payments are then discounted using 2024-2028 17.:430,000 ':"03’339 3,137,681 25,696,520
the spot rates implied by the current yield curve for a hypothetical zero-coupon rate bond due on the date of ;g;g;g;; gégg% “ﬁ’l’g;z z-g;’g'igg :;l')ggfg
each Miture n_el settlement on the swap. As of June 3_0, 2008, the fair value for the cach _of the outstanding Total T55.400 600 SI6373.40] SPTTRER] VINEERTY
swaps was in favor of the respective counterparties as follows: 2005B-1 Bonds in the amount of

$1,562,369, 20058-2 Bonds in the amount of $1,579,454, 2007A Subordinate Tax Allocation Bonds in the

amount of $4.980,018, and the 2007 Leasc Revenue Bonds in the amount of $4,939,131. 2007 Leare Reverwe Bonds

Tnterest Rate

For the Years Variable-Rate Bonds Swap, Net

Credit visk. As of June 30, 2008, the City was not exposed to credit risk on the outstanding swaps because Ending June 30, Principat Interest Imerest Total
the swaps had negative fair values. However, if frrerest rates increase and the fair value of the swaps were 2009 $1,890,000 $5,098,039 $1.977,999 $9,566,038
to become pesitive, the City would be exposed 1o credit risk. The City will be exposed 1o interest rate risk 2010 1,790,000 5,594,911 1,942,317 9,327,228
only if the counterpanty to the swaps defaults or if the swaps are terminated. 2011 2,030,000 5,481,433 1,902,434 9,413,877

2012 2,105,000 5,362,340 1, R60,791 9,328,131
Basis visk. Basis risk is the risk that the intcrest rate paid by he City on the underlying variable rate bonds 2013 2,1R5.000 5,238,177 1,817,564 9.240,746
to the bondholders 1emporarily differs from the variable swap rate received from the counterparty. The City 2014-2018 12,215,000 24,164,743 8,380,922 44,760,665
bears basis risk on the swaps. The swaps have basis risk since the City receives a percentage of the LIBOR 2019-2023 14,695,000 20,289,562 7.029.020 42,013,582
Index to olfset the actual variable bond tate the City pays on the underlying Bonds. The Clty is exposed to 2024-2028 17675000 15,628 R50 5,403,034 38,706 884
basis risk should (he floating rate that it receives on a swap be less than the actual variable rate the City 20292033 21,260,000 10,021,985 3,447,084 34,729,009
pays on the bonds. Depending on the magnitude and duration of any basis risk shortfall, the expected cost 2034-2038 25,575,000 3,278,970 1094708 29,948,678
of the basis risk may vary. Total 3101.420.000 $100,759.020_ $I4855878 _ $237.034698
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NOTE 7 - LONG-TERM DEBT OBLIGATIONS (Continued)

Loans Payable

Loans payable at June 30, 2008 consisted of the following:

Wells Fargo Loan $500,000
CalTrans Home Loans 231,235
CHFA Help Loans 2,761,155
HUD Section H08 Loans £,500,000

Total $10,578,390

Wells Fargo Loan - Original Amount $500,000

The Richmond Redevelopment Agency entered into a loan agreement with Wells Fargo Bank for an
original amount of $500,000 to be used to provide direct predevelopment loans, subordinated loans. and
line of credit to non-profit and profit developers primarily located in targeted community development
ateag in the Ciiy's jurisdiction. The interest rate on the loan is fixed atr 1.5% for the first 10 years and
adjustable o a fixed rate 3.5% below the ten year U.S. Treasury Note rate. The principal balance is due and
payalrle 10 years from the date of the initial disbursement.

The amnual debt service requircments on the Welis Fargo note are as follows:

For the Years

Ending June 30, Principal Interest Total
2009 37,500 $7,500
2000 7,500 7,300
2001 7,500 7,500
2012 7,500 1,500
2013 7,500 7,500

2014-2017 $500,000 30,000 530,000
Total $500,000 $67.500 $567.500

CalTrans Home Loans — Original Amount $1,467.160

The City has a loan from CatTrans which it used to purchase 43 homes in 1991. These homes were resold
to Richmond Neighborhood Housing Services in order 10 provide housing to very low, and low and
moderate income persons. Interest an the loan is computed annually based upon the average rate of return
by the Pooled Money Investment Board for the past five years. Payment of principal and intercst for 16 of
the homes is made in quarterly payments ever a 40 year period. Payment of principal and intcrest for 27 of
the homes is deferred at least for the period that each home was committed by CalTrans to be used as
affordable housing, which varies from seven to ten years, When the payments mature for the 27 homes, the
City has the optien to cither make the full payment of principal and interest to CalTrans or execute a
promissory nole Lo pay the balance in quanierly payments over thirty to thirty-three years.

[l
i
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NOTE 7- LONG-TERM DEBT OBLIGATIONS {Continued}

CIIFA Help Loans — Original Amounts $1,500,000 and 51,000,000

The Agency entered inlo two loan agreements with California Housing Finance Agency in September 2000
anl November 2004 1 assist the Agency with operating a local housing program, which provides loans to
non-profit developers for the purpose of financing the acquisition, preconstruction, and construction of
single-family ownership and multifamily rental properties. The loans are due 10 years frem the date of
cach loan. The loans bear a simple 3% per annum interest rate, and all payments of principal and interest
are deferred for a ten-ycar period. During fiscal year 2008 the interest acerued to principal totaled $75,000.

HUD Section 108 — Original Amount $3,000,000

In fiscal 2004, the Agency entered irto a Disposition and Developren Agreement to receive a Section 108
loan from the [Department of Housing and Urban Development to finance costs related to the Ford
Assembly Building project.  Interest is payable quarterly and the interest rate is fixed at 2.58% or, in
specific conditions, adjusted to the latest LIBOR Rate. The principal payments are duc annualiy from 2009
through 2025.

For the Yeuts

Ending June 3G, Principal Interest Total
2009 SI142,822 $77.400 §220,222
2016 146.507 73,718 220,222
2011 150286 69,935 220,221
2012 134,164 66.058 220,222
2013 158,141 62,081 220,222
2014-2018 834,054 247,055 [BIHNIEY
2019-2023 970,060 131,049 L1016
2024-2025 423,966 13,246 437.212

Total $3.000.000 $740,539 $3.740.539

HUD Section 108 — Original Amoeunt $3,5060,000

In fiscal 2006, the Agency received a Section L8 loan from the Depaniment of Housing and Urban
Drevelopment to finance costs related to the North Richmond-Tron Triangle project. [nterest is payable
quarterly and the interest rate is fixed a1 2.58% or, in specific conditions. adjusted 1o the laest LIBOR Rale.
The principal payments are due annually from 2012 through 2026,

For the Years

Ending June 30. Principal Interest Total
2009 £60,300 FNL300
201¢ 90,300 90,300
2041 90,360 90,300
2012 $160,000 90,300 250300
2013 170,000 81,786 251,786

2014-2018 1,000,000 33110 1334110

2019-2023 1.250.000 185,760 1,435,760

2024-2026 920,000 25,284 945,284

Total 33,500,000 $98R, 140 34,488,140
’7



City of Richmond
Notces to Basic Financinl Statements
June 30, 2008

NOTE 7 - LONG-TERM DEBT OBLIGATIONS (Continued)

Capital Lenses

Capital leases payable at June 30, 2008 consisied of the following:

Municipal Finance Corporation - Viron £2,299.902
Sun Trust Leasing Corporation - Computer Equipenent 1,664.396
Total 535964‘298

Municipal Finance Corporation (CNB) Viron Mechanical Retrofit & Energy Management — Original
Amount $4,069,623

In 2002 the City entered into a lease agreement with Municipal Finance Corporation 1o finance the
purchase of the Viron mechanical retrofit and cnergy management equipment, The lease is payable in

monthly instaliments of 15,532 interest for the first nine months, then $42,334 including principal and
interest through July 2013,

The annuat debt service requirements on this capital lease arc as follows:

For the Years

Ending June 30, Principal Interest Total
2009 $411,234 §96,774 $508,008
2010 430,469 77,539 508,008
2001 450,604 57,4038 508,009
2012 471,680 36,328 508,008
2013 493,742 14,266 508,008
2014 42,173 161 42,334
Total $2,299,902 5282473 $2,582,375

Sun Trust Leasing Corporation Comptiter Equipment Lease- Original Amount $2,660.000

In 2006, the City entered inte a lease agreement with SunTrust Leasing Corporation to finance the purchase
of computer equipment and software. The lease is paysble in semi-annual installments of $299,013
including principal and interest through June 2011,

The annual debt service requirements on this capital lease arc as follows:

For the Years
Ending June 30, Principal Interest Tolal
2009 §531.027 366,999 $398,026
2010 554,486 43,540 598,026
200 578,883 19,045 597,928
Total $1,664,396 $129,584 $1,793,980
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B. Business-Type Activities

The following is a summary of leng-term debt of business-type activities during the fiscal year ended June
30, 2008;

Balance Batance Drue Within Due in More
July 01, 2007 Additions Deletions June 30, 2008 One Year than One Year

Bonds payable $49,640,002 $3,630,000 {35,183,708) $48,086.293 $2,745,000 $45,341,291
Loans and leases payable 7.419,009 {1,991,579) 5427430 455,374 4972056
Tatzl £57.059.011 $3,630.000 {$7,175.288) $53.511.723 $3.200.372 $50.313,349

Bonds payable at June 3G, 2008 consisted of the following:

Port Terminal Lease Revenue Refunding Bonds Series 1999 £2,378,837
Wastewaler Revenie [onds Series 2006A and 20068 42,152,480
2007 Lease Revenue Bends - Pert Porlion 3,554,976

Total $48,086,293

Port Terminal Lease Revenue Refunding Bonds Scries 1999 — Oviginal Issue $10,955,000

The Bonds were issued by the Authority to refimd the Port Terminal Lease Revenue Bonds, Series 1994,
The Bonds are special limited obligations of the Authority payable solely from revenues of the Authority
pursuant (o a Facilities Lease agreement with the City. The City has pledged subordinated Port revenuzes to
the payment of the base remal payments of the Facilitics Lease agreement. The Bonds consist of Serial
Bonds that mature annually through 2009 in amoums ranging from $530.000 10 §2,385,000. Intercst rates
vary from 3.7% to a maximum of 4.6% snd paymenis are due semiannually on June | and December 1.
The City bas pledged future port revenues, net of specified operating expenses, to repay the Port Terminal
Lease Revenue Refunding Bonds through 2009, Annual principai and interest payments on the bonds arc
expected 1o require less than 24 percent and 3 percent of net port revenues. The Pert of Richinond
Enterprise Fund’s total principal and interest remaining to be paid on the bonds is $2,494,710. The Port of
Richmond Enterprise Fund's principal and interest paid for the current year and tatal customer net revenues
were $1,400.903 and $5,192,144, respectively.

Bonds outstanding are camried net of unamonized discount. as follows:

Bonds gutstanding $2,385,600
Unamottized discount (6.163)

Net $2.378.837
—

‘The annual debt service requirements on the Bonds are as follows:

For the Years

Ending June 30, Principal Interest Toral
2009 $2,385.000 $109,710 $2.494,710
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NOTE 7 - LONG-TERM DEBT OBLIGATIOGNS (Continued)

Port Terminal Lease Revenue Bonds Series 1996 — Ortginal Ussae $6,500,000

The Bonds were issucd by the Authority to pay the cost of centain public capital improvements at the Port
of Richmend. The Bends are special limited eblipation of the Authorily payable solely from revenues of
the Authority pursuant te a Facilities Lease Apreement with the City. The City has pledged the
subordinated revenues of its Port Enterprise to the pavment of the hase rental payments of the Facilities
Leasc Agreement, The Bonds consisted of Term Bands that mature on September 1, 2002, 2006, 2009 and
2016, Interest rates varied from 5.55% to a maximum of $.6% and payments were due semiannually on
February 15 and August 15. During the year ended June 30, 2008 the principal amount of $3,863,000 wes
defeased by the 2007 Lease Revenue Bonds.

Wastewater Revenue Refunding Bonds Series 2006A and 20068 - Original Issue $6,500,000

On October 17, 2005 the City issued $16.570,00¢ of Wastcwater Revenze Bonds, Series 2006A and
$12,260,000 of Wastewater Revenue Bonds, Series 20068 to refund the remaining $38,516,264 principal
amount of the Wastewater Revenuc Bonds, Series 1999 and to fund certain capital costs of the City's
Wastewaler Enterprise. Net proceeds were used to purchase U.S. government securitics placed in on
irrevocable trust to provide all the future debt service payments for the 1999 Wastewater Bonds The
outstanding balance of the defeased bonds as of June 30, 2008 was $36,943.845. Bonds outstanding are
cartied net of the unamonized loss on refunding, as follows:

Bonds outstanding:

Series 2006 A $16,570.000

Series 2006 B 32,260,000
Unamortized deferred amount en refunding (7.213,992)

Unamortized premivm 516.472

Net $42,152 480
—_——

Principal and interest payments are due semi-annnally on February | ard August 1 of each year through
August 2022 for the Series 2006A bonds. The annual debt service requitements on the 20064 Bonds are as
foltows:

Far the Years

Ending June 30, Principal Tnterest Total
2009 §742,550 $742,550
010 $865,600 723,088 1,588,088
2011 905,000 683,263 1,588,263
2012 945,060 641,638 1.586.638
W13 950,000 5956258 1,585,625

20t4-2018 5,745,000 2,170,825 7915825
20192023 7,120,000 784,388 7,904,388
Total $16,570,000 $6,341,377 $22911.377

The 2006B Wastewater Revenue Bonds were issued as auction rate bonds with interest caleulated weekly,
‘The taie fluctuntes accotding to the markes conditions, but is capped at 12%. However, the City entered
into a 31-year interest rate swap agreement for the entire amount of its 20068 Wastewater Revenue Bonds
as discussed below. The ¢combination of the variable rate Bonds and a fleating rate swap creates synthetic
fixcd-ratz debt for the Agency. The synthetic fixed rate for the Bonds was 8.881% at June 30, 2008,
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Principal payments are due annuably on Augusi 1 and interest payments are due monihly, through August
2037 for the Serics 2006B bonds. The annual debt service requirements on the 2006B Baonds are as follows:

For the Years

_Ending June 30, Principal Interest Total
2009 32971859 32,971,859
2010 2,971,646 2,571,646
2011 2,971.646 2.971.646
2012 2,971,646 2,971,646
2013 2,971.859 2,971,859
2014-2018 14.85R.442 14,858 442
2019-2023 14,858,441 14.858.44]
2024-2028 £8,740.000 12,600,798 21.340.798
2029-2033 10,615,000 8,092,075 18,707.075
2034.2038 12.905.000 2.611.234 15,516,234

Tuotal §32.260.000 567.379.646 $100.139.646

The City has pledged future wasiewater customer revenues, net of specified operating expenses, to repay
the Wastewater Revenue Refunding Bonds through 2038. The Municipal Sewer Enterprise Fund's total
principal and interest remaining to be paid on the bonds is $123.051,023. The Municipal Sewer Enterprise
Fund's principal and interest paid for the current year and total customer net revenues were 52,407,579 and
$3,873,081, respectively.

Richmond Jeint Powers Financing Authority Lease Revenue Bonds Series 2007 — Port Refunding
Bonds Original 1ssue $3,630,000

On September 11, 2007 the Richmend Joint Powers Financing Authority issued Series 2007 |.ease Revenue
Bonds in the amount of $101,428,000 as discussed in Note 8A above. A pertion of the proceeds from the
2007 Bonds were used 10 refund the remaining $3.865.000 principal amount of the 1996 Port Terminal
Lense Revenue Bonds. The Series 2007 Bonds in the principal amaunt of 597,790,000 have been recorded
as povernmnental activities debt, as discussed in Note 8A above. and $3,630,000 has been recorded as debt
in the Port of Richmond Enterprise Fund. Net proceeds from the Series 2007 Bonds of $3,348.742 plus an
addiuonal amount of $591,282 from the refunded 1996 Bonds were used 10 purchase U.S. government
sccuritics placed in an irrevocable trust to provide all the future debt service payments for the refunded
Bonds. The refunding resuited in an overall debt service savings of $935,901. The net present value of the
debt service savings is calied an econemic gain and amounted to $383,889. The 1996 Bonds were called in
March 2008, Bends cutstanding are carried net of the unamortized loss on refunding as follows:

Bonds outstanding:

2007 Port Portion £3.630,000
Unamortized deferred amount on refunding (75,024)
Net $3,554,976
—_—
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The 2007 Lease Revenue Bonds were issued as variable rate Bonds. The rale fluctuates according 1o the
market conditions. However, the Authority cntered into an imerest rate swap agreement for the entire
amount of its 2007 Lease Revenue Bonds. The combination of the variable rate I3onds and a floating rate
swap creales synthetic fixed-rate debt for the Authority. Informaltion regarding the interest rate swap
agreement in connection with the 2007 Lease Revenue Bonds is discussed in Note 7A above.

The annual debt service requiremenis on the Bonds are as follows:

For the Years

Ending June 30, Principai Interest Total
2009 3360,000 251,151 $611,151
2010 360,000 256,597 616,597
2011 370,000 235,168 605,168
2012 385,000 213,124 398,124
2013 400,600 190,172 590,172
2014217 1,755,000 513,411 2,268,411
TFotal $3.630.600 51,656,623 $5,289,623

Interest Rate Swap Agreement

The City entered into an interest swap agreement in connection with the 20068 Wastewater Revenue
Bonds. The transaction allows the City (o create a synthetic fixed rie on the Bonds. protecting it against
increascs in shor-term interes1 rates. The terms. fair value and credit risk of the swap agreement js
disclosed below.

Terms. The tenns, including the counterparty credit rating of the outstanding swap, as of June 30, 2008,
are included below. The swap agreement contains scheduled reductions to the sutstanding notional ameunt
that are expecied to follow scheduled reductions in the Bonds.

Notional Effective Credit Rating Rute Rate Temination
Date

Amount Date Coumerparty (5& P~Moody'vFiich) Paid Reecived

63.42% of LISD-

$32,160,0600 10/1772006  JPMorgan Chase Co. AASACHAA- 3.661% LIBOR-BAA 81/2037

Based on the swap agreement, the City owes interest caleulated at a fixed rate to the counterparty of the
swap. In retura, the counterparty owes the City interest based on the variable rate that approximaies the
rate requited by the Bonds. Debs principal is not exchanged; it is only the basis on which the swap reccipts
and payments are calculated,

Fair value. Fair value of the swap takes into consideration the prevailing interest rate environment, the
specific terms and conditions of each transaction and any upfromt payments that may have been received.
Fair value was estimated using the zero-coupon discounting method. This method calcufates the future
payments required by the swap, assuming that the current forward rates implied by the LIBOR swap yicld
curve are the market's best estimate of future spot interest rates. These payinents ate then discounted using
the spot rates imptied by the current yield curve for a hypothetical zero-coupon rate bond due on the date of
each future net settlement on the swap. As of June 30, 2008, the fair value of the swap was in favor of the
counterparty in the amount of $1,971,399,
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Credit risk. As of June 30, 2008, the City was not exposed to credit risk on the outstanding swap because
the swap had a negative fair value. However, if inferest rates increase and the fair value of the swap were
to become positive, the City would be exposed to credit risk. The City will be exposed 1o interest rate risk
only if the counterparty to the swap defaults or if the swap is terminated.

Basis risk. Basis risk is the risk (hat the interest rate paid by the City on the underlying variable rate bonds
10 the bondholders tempoerarily differs from the varinble swap raic received from the counterparty, The City
bears basis risk on the swap. The swap has basis risk since the City reccives a percentage of the LIBOR
Index 10 offset the actual variable bond rate the Cily pays an the undertying Bonds. The City is expoesed to
basis risk should the floating raic that it reccives on a swap be less than the actual variable rate the City
pays on the bends. Depending on the magnitude and duration of any basis risk shortfall, the expected cost
of the basis risk may vary,

A portion of this basis risk is tax risk. The City is exposed to tnx risk when the relationship between the
1axable LIBOR based swap and 1ax-ex¢mpt variable rate bond changes s o result of a reduction in federal
and staic income tax rates. Should the relationship between LIIZOR and the underlying tax-exempt variabie
rate bonds converge the City is exposed to this basis risk.

Terminarion visk. The City may terminate if the other party fails to perform under the terns of the contract.
The City will be exposed 1o variable rates if the counterparty to the swap contract defaults or if the swap
contract is lerminated. A termination of the swap contract may also result in the City’s making or receiving
a termination payment based on market interest rates at the time of the termination.  IF at the time of
termination the swap has a negative fair value, the Cily would be liable 1o the counterparty for a payment
cqual to the swap's fair value.

Swap payments and associuted debr, Using rates as of June 30, 2008, debt service requirements of the City's
outstanding variable-rate Bonds and net swap payments, assuming currenl interest rates remain the same for
their term, are as follows. As rales vary. variable-rate bond frrerest payments and net swap payments wili
vary. These payments below are included in the Debt Service Requirements above:

Interest Rate

For the Years Variable-Rate Bonds Swap, Net
Ending June 30, Principal Interes! Interest Toual
2009 $2.364.932 $606,927 $2971,859
2010 2,364,719 606,927 2971640
2011 2,364,719 606,927 2,971,646
2012 2.364.719 606,927 1971.646
2013 2.364,932 606.927 1971859
2014-2018 11,823,807 3,014,635 14,858,442
2019-2023 11,823,806 3,034,633 14,858,441
2024-2028 $8,740,000 10,033,055 2,567,743 21,340,798
2029-2033 10,615,000 4,446,551 1,645,524 18,707,075
2034-2038 12,505,000 2,086,610 524,624 15,516,234
Tatal $32.260,000 $54,037.850 313,841,796 5100,139,640
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Loans and Leascs Payable 2004 Richmond Joint Powers Financing Authority Point Potrero Lease Revenue Note
Loans and leases payable at June 30, 2008, censisted of the fellowing: On May 6, 2004 the Richmond JPFA borrowed $5424,178 from Comerica Bank under the terms of a Note
which bears interest at the rate of 4.75% per annwin payable quarterly, Principal payments are dug in semi-
State Revolving Fund Loan Contract £2,106,248 annual installments unul May L, 2019, The loan provided funds for the construction of an automobile
California Department of Boating and Warerways 3,321,182 shipping and warchousing facility focated in the Pon. The Nete is a imited obligation of the Authority
Total £5.427.430 payable solely from revenues from the facilities leased. Minimum annual lease payments arc $509,380

—_—

through 2019. During fiscal year 2008, cumulative excess payments received from the lessee were used ta
State Revolving Fund Loan Contract repay principal of $1.549.865, The lease was fully repaid during fiscal year 2008.
in 1992 the State of California Water Resources Control Board leaned the City $6,737,658 at 3% interest o Business-Type Activities — RHA Properties

i ; 1 of the Ri d Wastewater Treaiment Facility. Payments on the loan due . L. . — .
for the improvement of she Richmon astew men Y. Paymenls on the are dug The following is a summary of RIA Properties long-term debt nctivitics during the fiscul year ended June

lly th h 2013,
annually throug: 30, 2008:
The annual debt service requirements on the State Revolving Fund Loan are as follows: _
Balance Balance Due Within Bue in More
For the Years July 1, 2007 Deletions June 30, 2008 One Year than One Year
Ending Iene 30, Principat Interest Taotal Bonds payable $33,598,835 {5267.647) $33.33i,188 $405,000 $32.926.188
2009 $398,02 563,187 5461,199
2010 410,170 51,241 461,411
2010 422,475 38936 d61atl Bonds payable at June 30, 2008 consisted of the following:
2012 435,221 26,190 461411
2013 440,376 13,208 453575 . ) )
Total $L.106.24% $102.75¢ $7.209,007 RUA Properties Affardable Heusing Ageacy Bonds Series 2003 A £21 600,000
IPFA Subordinate Multifamily Housing Revenue Bonds Series 2007 11,731,188

California Department of Boating and Waterways $33,331,188

‘The Agency has three loan agreements with the California Department of Boating and Waterways for total RIIA Properties Alfordable Housing Agency Bonds 2003 Series A
borrowings of §9.427,000. Proceeds from the loans were used to finance marina construction projects,
The loans bear interest ai rates ranging from 4,5% to 7.9% and are duc in annual installments through 2042, The Affordable Housing Agency, a financial intermediary, issued Variable Rate Demand Muliifamily
The total amount cutstending at June 30, 2008 was $3,321,181. Housing Revenue Bonds (Westridge at Hilltop Apariments), 2003 Serics A (Semior Bonds). in the initial
. " . follows: aggregate principal amount of $23,000,008, and Subordinate Mutuifamily Housing Revenue Bonds, 2003
The annual debt service requirerments on these loans are as follows: Secries A-S (Subordinated Bonds), in the initial aggregate principal amount of $12,000,000 and has Toaned
Far the Years the proceeds to RELA Properties which used the proceeds to aequire a 404 -unit swbifamily aparimem
Ending June 38, Principal Interest Total project.
2009 357,362 $149453 $206,815
2010 50,043 146,872 200815 Pursuani to lease and sublease agreements, RHA Properties remits lcase payments 1o a trustee acling on
2011 62,641 144,174 206,815 behalf of the financial intermediary which are sufficient in timing and amowmt to be used to pay debt service
2012 65,459 141,356 W6 815 oa the bonds. In substance RHA Properties is repaying these Bonds and they have therefore been included
2013 68,405 138,410 206815 in these financial statements.
10142018 391,064 643,012 1,034,076
2019-2023 487,337 546,718 1,033,075 The Senior Bonds were issued August 1, 2003, malure on Seplember 15, 2033 and bear a variable rate of
2024-2028 607,310 426,765 1,034,075 interest (3.21% at June 30, 2008) with interest payments duc monthly commencing September 15, 2003.
2029.2033 714,786 277257 992,023
2034-2018 568,109 126,959 695,068
2039-2043 238,766 17.545 256,311
Total 13,321,182 52,758,541 56,079,723
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Interest rates on the Senior Bonds are reset periodically, using the *put’”™ mechanism described below, The
Scnior Bonds are periodically subject to repurchase at par, referred to as a "put”. Once a put occurs, a
remarketing agent resells the Senior Bonds at par by setting new interest rates ond repurchase dates. RHA
Properties has obuined an irrevocable ransferable credit enhancentent instrument which expires September 20,
2033 in the amount of $23,000.000 to be used in the event the remarketing agent is unable to resell any Scrior
Bonds and to ensure RILA Properties will not be required fo repurchase the Senior Bonds before they mature,
RHA Properties paid the agent an annual fee equal 0.10% of the average aggregate principal amount of
Honds outstanding for the immediately preceding 12 months period.

The annual debt service requirements are as follows:

For the Years

Ending June 30, Principal Enterest Total
2009 $400,000 §928,230 $1,328,230
2010 400,000 913,576 1,313,576
201 400,000 895,514 1,295,514
2012 400,000 818471 1,278,471
2013 500,000 856,319 1,356,319

2014-2018 2,800,000 3,944,252 6,744,252
2019-2023 3,500,000 31,225967 7125967
2024-2028 5,200,000 2,249 387 7,449,387
2029-2033 7,200,000 917,807 &.117.807
2034 400,000 2,90} 402,901
Total £21.600,000 $14,812,424 $36.412,424

The Sibordinate Bonds were issued August 1, 2003, mature December 15, 2033 and are subordinates in
payment and security to the Senior Bonds. The Subordinate Bonds bear interest at 6.375% per year, payable
semi-annnally commencing December 15, 2003, The Bends were refunded as described betow,

JPFA Subordinate Multifamily Housing Revenue Bonds, Series 2007

On April 12, 2007, the Richmond Joint Powers Financing Authority issued $12,540,000 of Subordinate
Multifamily Housing Revenue Bonds (Westridge at Hilltop Apartments), Series 2007 to advance refund
and defease $11,345,000 of the Subordinate Multifamily Housing Revenue Bonds, 2003 Scries A-$
(Subordinated Bonds). The 2007 Series Subordinate Bands bear interest from 3.850% to 5% per annoum,
payable semi-annually commencing June 15, 2007. Net procceds were used jo purchase U.S. government
securities for the 2003 Series A-S Bonds. Those securities were deposited in jrevocable trust with an
escrow agent o provide for all future debt service payments. The 2003 Series A-5 Bonds are considered (o
be defeased and the liabilities for those bonds have been removed. As of June 30, 2008 $11,085,000 of the
principal remained owstanding on the defeased 2003 Series A-S Bonds.

Bends outstanding are carried net of the deferred amount of refunding. as follows:

Baonds outstanding 312,540,000
Deferred amount oo reflunding (R08,812)

Net $11,731,188
e —
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‘The annual debt service requirements are as follows:

For the Years

Ending June 30, Principal Interest Total
2009 $5,000 $599.972 $604.972
2010 290,000 596,989 RBG,IRYG
2011 300,000 585,508 885,508
2012 310,600 573218 883,218
2013 325.000 560,170 885,170

2014-2018 1,850.000 2.579.470 4429470
2019-2023 2,305,000 2,113,813 4,418,813
2024-2028 2,955,000 1,471,375 4,426,375
2029-2033 3,770,000 645.000 4,415,000
2033 430,000 10,750 440,750
Tolal $12,540.000 $9.736,265 $22,276,265

RHA Properties has pledged future revenues to repay the Bonds through 2033, Annual principal and
interest payments on the bonds are expected to require less than 17 percent of revenues. The RHA
praperties total principal and imicrest remaining to be paid on the bends is $38.688,689. The RHA
properties principal and interest paid for the current fiscal year and total rental revenues were $599,972 and
53,462,561, respectively.

Special Assessment Debt Without City Commitment

Special assessment districis have been established in various parts of the City to provide improvements 1o
properties located in those districts. Properties in these districts are assessed for the cost of improvements;
these assessments are payable solely by property owners over the term of the debt issued to finance these
improvements. ‘The City is not legally or morully obligated 1o pay these debis or be the purchaser of [ast
resort of any foreclosed properties in these speciai assessment districts, nor is it ebligated to advance City
funds 1o repay these debts in the event of default by any of these districts, At June 3} 2008, the balance of
these Districts’ outstanding debts was as follews:

1999 IPFA Revenue Relunding Bonds, Series A, secured solely by
revenues from Hilllop Area Developmem District F and Culting
Boulevard:Canal Boulevard $1,665,000

Richmond JPFA Reassessment Revenue Bonds, 2003 Series A, secured
solely hy revenues from Reassessment District 2003-1 (Allas

Interchange/Atlas Road West) B.085,0u0
Harbor Navigation inprovement Dhstrict 1,395,000
Comrmmity Facilitics District No. 1998.1 3,875,000
Son Pablo Avenug Sireet Lighting District No, 854 60,000
Richmond JPFA Reassessment Revenue Refunding Bonds, Series 20064

(including Seties 2006AT) 9,880,600
Richmond JPFA Renssessment Revenue Refuading Bonds, Series 20068 1,945,000
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Conduit Debt

The City has assisted privale-sector entities by sponsoring their issuance of debt for purposes the City
deems to be in the public interest. These debt issucs are sccured solely by the property financed by the
debt. The City is not legally or morally obligated io pay these debis or be the purchaser of Jast resort of any
foreclosed properties secured by these debts, nor is it obligated to advance City funds 1o repay these debis
in the event of default by any of these issuers. At June 30, 2008, the balance of these issuers” outstanding
debts was as follows:

Bridge Housing Acquisitions, nc. £13,570,000
YMCA of the East Bay. 1996 Revenue Bonds 3,370,000
Baycliff Apartment Project, 2004 Revenuze Bonds 32,000,000
Crescent Park Apartment Project, 2007 Series A & Series A-T Revenue Bonds 67,000,000

NOTE 8 - DEFEURRED REVENUE

Fund Financial Statements

At June 30, 2008, 1he following deferred revenues were recorded in the Fund Financial Statements because
either the revenues had not been eamed or the funds were not available to finance expenditures of the
current period:

Redevelopment

Redevelopment Agency Non- Major
Agency Low/Mod Redevelopment Governmental
General Fund Adninistration Income Flousing _Agency Projects Furdg Total
Loans Receivable $717,716 $2,688,251 £16,027,594 110,758,592 35,715,316 $34,507,469
Grants Reegivable 1,146,098 1,146,098
Interest accrual - Advances to
other funds 1,546,735 1,546,735
Park & recreation receivable -
uncamed rents 106,451 106451
Total $2.170.902 $2,688.251 516,027,594 $10,358 592 36.561. 414 $18.306,753

NOTE ¢ - DEFICIT FUND BALANCES AND ACCUMULATED DEFICITS

Deficit fund batance of $463,465 and $2,778,497 in the Paratransil Operations and Cost Recavery Special
Revenue Funds will be eliminated by future service Tevennes.

Deficit net assets of $3,580.386 in the Insurance Reserves Internal Serviee Fund is expected 1o be
etiminated through future increascs in service charges.
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NOTE 10« CALIFORNIA PUBLIC EMPLOYEES' RETIREMENT SYSTEM

Plan Description and Provisions

The City contributes to the California Public Employees™ Retirement System (PERS), an agent multiple-
empioyer public employee defined benefit pension plan that covers substantially all cligible City
employces. PERS provides retirement and disability benefits, annual cost-of-living adjustments and death
benefits to plan members and beneficiaries. PERS acts as a common investment and administrative agent
for participating public entities within the Siate of California. Benefit provisions and all other requitements
are cstablished by state statute and City ordinance. Copies of PERS® annual financial report may be
obtained from their Exceutive Office localed at 400 P Street, Sacramento, California 93814,

Funding Policy

Active plan members are required by state statule to contribute 7%-8% for miscellaneous and 9% fer safety
employees of their annual covered salary. The City, as employer, was required w0 comribute at an
actuarially determined rate of 12.641% and 17.512% of antwal covered payrall for miscellancous and
safety employees, respectively, Total employer caniributions based on the actuarially determined rales
amounted to 39,327, 481 for the year ended June 30, 2008.

Annual Pension Cost and Net Pension Asset

For 2007-2008. the City’s annual pension cost of $11,776,488 for PERS was equal to the City’s required
and actual contributions and amortization of the prepaid pension contributions discussed below. The
required contribution was determined by PERS using the entry age normal actuarial cost method. The
actuarial assumptions incfuded (a) 7.75% investment rate of return (net of administrative expenses). (b)
projected salary increases ranging from 3.25% 10 14.43% for miscellancous employees and from 3.25% to
13.15% for safety employees depending on age, service, and type of etaplayment, and (¢ 3.25% per year
cost-of-living adjustments. Both {2) and {b) included an inflation component of 3.0%. The actuarial value
of PERS assets was determined using techniques that smooth the effects of shon-term volatitity in the
market value of investments over a three-year period. PERS unfunded actearial accrued liability {or
surplus) is being amortized as a level percentage of projecied payroll on a closed basis. The average
remaining amortization periods at June 30, 2008, were 30 years for both the miscellaneous and the safety
employees plans for prior and current service undunded liability.
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NOTE 10 - CALIFORNIA PUBLIC EMPLOYEES' RETIREMENT SYSTEM (Contlnued)

The City uses the actuarially determined percentages of payroll to calculate and pay contributions 10 PERS,
This results in no net pension obligations or unpaid contributions. Annual Pension Costs, representing the
payment of all contributions required by PERS, for the last three fiscal years for each Plan were:

Safety Plan:
Annual Percentape of
Pension Cost APC Prepaid Pension
Fiscal Year (APC) Contributed Obligation
6/3072006 $7.111,495 100% $65.171,265
6/30/2007 5,506,687 100% 63,785,279
6/30/2008 6,086,347 100% 62,354,249
Miscellancous Plan:
Annual Percentage of
Pension Cost APC Prepaid Pension
Fiscal Year {APC) Contributed Obligation
6/30/2006  §5,708,395 100% $46,360,181
6/30/2007 4,830,259 100% 43,374,247
6/30/2008 5,690,141 100% 44,356,271

‘The City prepaid its pension contributions with proceeds from the 2005 Pension Obligation Bonds {See
Note 7). These prepaid conuibutions are reflected in the accompanying fnancial statements as Net Pension
Asset which amounted te $106,710,519 at June 30, 2008. During fiscal 2008, the amortization of the
prepayment increased the actuarially required contributions by $2,449,007 to amive at Annua! Pension
Costs of $11,776,488, as shown below for each Plan:

Safety Miscellaneous ‘Fotal

Annual requited contribution $4,655,317 $4,672,164 $9,327,481
Interest on et pension obligation {4,943,35%) (3.516,504) (8.459,843)
Adjustment to annual required contribution £.374,389 4,534 481 16,908,870
Annual pension cost 6,086,347 5,690,141 11.776 488
Contributions made {4.655,317) (4,672,164) (9.327.481)
(Decrease} increase m net pension obligations 1,431,030 1,017,977 2,449,007
Net pension obligation (asset) June 30, 2007 (63,785,279} (45,374,247) ([09,159,526)

Net peaston abligation (assel} June 30, 2008 ($62,354,249) {$44.256.270)  _($106.710.519)
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NOTE 10 - CALIFORNEA PUBLIC EMPLOYEES' RETIREMENT SYSTEM {Continued)

SCHEDULE OF FUNTNNG PROGRESS - CALPERS
Safety Plan: )

Actuarial
Unfunded Annual Unfunded
Valuation Accrued Actuarial Value  (Overfunded) Funded Covered (Overfunded)
Date Liability of Assets Liabitity Ratio Payvroll as % of Payroll
06/30:05 §326,157.639 $259.483,882 $66,673,757 79.6% $22.128,726 301.3%
06/30:106 339,241,98¢ 339,619,607 {377.627) 100,1% 21,314,998 {1.8%)
06/30/107 362,133,278 359,089,000 3,044,269 99.2% 24,752,789 12.3%
Miscellaneous Plan:
Actunrial
Unfinded Annual Unfunded
Valuaticn Accrted Actuarial Value  {Overfunded} Funded Covered (Overfunded)
Dale Liahility of Assels Liabiliry Ratic Payroll 25 % of Payrall
VA0S $26%,183,479 $221.754,486 £47.428.993 82.4% 28,600,241 165 8%
06/30:06 277,497,262 278,331,185 (1,033,923) 100.4% 29,837,781 (3.5%)
06/30/07 294,179,170 294,827,825 (64R,655) 100.2% 33631419 (1.9%)

NOTE i1 - OTHER CITY PENSEON PLANS

Plan Descriptions and Funding Policies

The City maintains three, single-employer pension pians, which are funded entirely by City contributions.
These arc the General Pension Plan, Police and Firemen's Pension Plar, and Garfield Pension Plan
(collectively, the “Plans™). The General Pension Plan, a defined benefit pension plan. covering 29 former
City employees not covered by PERS, all of whom have retired. The Petice and Firemen's Pension I'lan, a
defined benelit pension plan covers 84 police and fire personnel employed prior to Oclober 1964, The
Garfield Pension Plan is a defined benefit pension plan established for a retired police chief. The Plans
pravide retirement, disability, snd death benefits based on the employee’s years of service, age, and final
compensation.  Benefit provisions for the Plans are established by City ordinance. No separale financial
slatements are issucd for the Flans.

General Pension Plan - Retirement and other benefits are paid from the assets of the Plan and from
related investment carnings. The City is required under its charier to contribute the remaining amounts
necessary to fund the Plan using the entry age-normal actuarial method as specified by ardinance.

Police and Firemen's Pension Plan — Funding for the Plan is provided from the Secured Pension Override
Special Revenue Fund. Employees were vested after five years of service.  Members of the Plan are
allowed normal retirement benefits afier 25 or mare continuous years of service. The City is required under
its charter to contribute the remaining amounis necessary to fund the Plan using the entry age-narmal
actuarial method as specified by ordinance.
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NOTE 11 - OTHER CITY PENSION PLANS (Contlnued)

The City established the Secured Pension Override Special Revenue Fund to which proceeds of a special
incremental property tax levy veted by the citizens of the City of Richmand are credited for the payment of
benefits under the Plan.

Garfield Pension Plan — Retirement and other benefits are paid from the assets of the Plan and from
related investment earnings. Plan provisions have been established and may be amended upon agreement
between the City and Mr. Garfield.

Pension Plan Assets

At June 30, 2008 the pension plans’ reported asscts available for benefits of $24,621.613. The composition
of these assets at June 30, 2008 is shown below, For actuarinl purposes, the value of the Plans’ assets was
determined 1o be fair value.

I'ooled cash and investments $ 4,164,472
Local Ageney Tnvestment Fund 182,596
Weliington Trust Company Fund 20,274.545
Assets available for benefits at June 36, 2008 § 24,621,613

Actuarially Determined Required Contributions

Generat Pension Plan — As of July 1, 2007, the date of the most recent actuarial valuatiem available, the
actuarial present value of pension benefits under the Plan was $35,242,136 and the assets of the Plan at fair
value were $2,416,88] resulting in an unfunded actuarial liability of $2.825255. In computing the
aciuarial valuation, Plan assets were essumed to vield a 4.5% retum and benefit payments were assumed 1o
increase 3.5% annually. Assumptions for retirement age, disability, withdrawal, and salary increases were
not meaningful as ail of the participants had retired. The required contribution was determined by using the
enfry age normal actuarial cost method.

Police and Firemen's Pension Plan — The City established the Secured Pension Override Special Revenue
Fund to which proceeds of a special incremental property tax levy voted by the citizens of the City of
Richmond are credited for the payment of benefits under the Plan, The incremental property tax revenue
received for the year ended June 30, 2008 was $5,000,000. Pension benefits for the 2007/2008 fiscal year
were $4,746,409. The actuarial present valuc of future pension liabilities under the Plan at July 1, 2007, the
date of the most recent actuarial valuation, was approximately $43,591.093, represcnting principally prior
service costs.  Assets of the Plan were $22.910,310 resuliing in an unfunded actuarial liability of
$20,680,783. Actuarial asswmptions included an assumed rate of return of 6.5%. Mortality rates were
basud on the mortality tables currently used by California PERS. These PERS mortality tables were further
adjusted to reflect anticipated future mortality improvement.  Benefit payments were assumed to increase
3.5% annually. Assumptions for retirement age, disability, withdrawal, and salary increases have an
ingignificant effect on the valuation ns substantially all of the panticipants had retired. The required
contribution was determined by using the entry age normal actuarial cost method.

City of Richmond
Notes to Basic Financial Statements
June 30, 2008

NOTE 11 - OTHER CITY PENSION PLANS (Continued)

Garfield Pension Plan — As of Iuly L, 2607. the date of the mot tecent agtuarial valuation available, the
actuarial present value of pension benefits under the Plan was $899,777 and the assets of the Plan at fair
value were $326,228 resulting in an unfunded actuarial liabitity of $573,549. In computing the actuarial
valuation, Plan assets were assumed to yield a 4.5% return and bencfit payments were assumed 1o increase
3.5% annually. Assumptions for retirement age, disability, withdrawal, and salary increases were not
meaningful as the only participant had retired. The required contribution was determined by using the
entry age normal actuatiat cost method.

Six-year historical trend information relative to contributions is presented below:

General Pension Plan Palive and Firemen's Pension Plan
Annua! Annial

Fiscal Required Amount Percent Required Amount Percem

Year Contribution Contributed Contributed  Congribution Contributed Contributed
200203 $329,48 $1,070,R88 325% £2.174.274 $0 %
200304 357744 1.119,537 313% 2,428,906 2.894.909 119%
20004/05 299,319 946,476 316% 2,191,282 2,440,857 1%
2005/06 238 204 238,264 100% 2,215,648 2.215.643 100%
2006 07 238,264 238,264 160% 2,215,648 6,215,648 281%
200708 367,948 37948 106% 2,199.459 5,000,000 227%

Garfield Pension Plan

Annual

Fiscal Reguired Amount Percent
Year Contribution Contributed  Contributed
2002/03 $438,364 50 0%
2003/04 56,920 [ 0%
2004:05 62,856 ] 0%
2005:06 73.917 73.917 100%
2006/07 73917 73,917 106%
200708 72,484 72484 100%

The Entry Age Normal Cost Method was used (or the actuarial vaivation of the plans.

Significant Accounting Policies

City contributions for ail plans are recognized when due and the City has made a formal commitment to
provide contributions. Lienefit payments and refunds are recognized when due and payable in accordance

with the terms of the Plan. Assets are valued at fair value based on available market informatien ohtained
frem independent sources.
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NOTE 11 — OTHER CIUTY PENSTON PLANS (Continued) NOTE 11 —OTHER CITY PENSION PLANS (Continued)

Net Pension Liability (Asset) The Plans” annual pension cost. percentage contributed, and net pension obligation (asset) for the last three

The net pension liability (asset) was determined in accordance with the provisions of GASB Statement No. fiscal years were as follows;
27 and represents contributions in excess of actuarially required contribulions {net pension asset), or ) .
actuarially required contributions in excess of actual coniributions (net pension obligation or liability). At Annunl Percentage of et Pension
- June 30, 2008, the Police and Firemen's Pension Plan and the General Pension Plan had net pension assets Pension Cost ,\FI’C Obligation
"l $2,433,227 and $1,787,556, respectively. A1 June 30, 2008, the Garficld Pension Plan had a net pension Fiscal Year (APC) Contributed (Asset)
liqhilil.y of S_|91.095. The net pension asscts and the net pC!'ISiQD lif\bil:uy have been recorded in the City- Police and Fireman's Plan
wide financial statements as Net Pension Assct and Net Pension Obligation. Tune 30, 2006 $2.056.237 1089 $4,542,122
. P . . - . I 30, 2007 2,056.237 %o ,
The net pension liability (asset) is being amortized as a level percentage of projected paysoll on a closed JE:z 302008 3 184,062 32;0; @ iii ;;;}
basis. The average remaining amortization perieds a1 June 30, 2408, were fourteen, twelve, and eight years ' R sesa s

for the Police and Fireman’s Plan, the General Pension Plan, and the Garfield Pension Plan, respectively

Cenceral Pension Plan
for prior and current service unfunded liability.

June 30, 200G 335,200 T1% 1,954,809
) R . . June 30, 2007 335,200 % (1.857,873)
The Plans” annual pension cost and net pension obligation for Fiscal 2007-2008 were as follows: i June 30, 2008 418,265 74% (1,787,356)
Police and Cieneral Garlield Garficld Pension Plan
Firemen's Plan  Pension Plan  Pension Plan June 30, 2006 36,882 130% 224.943
June 30, 2007 56,882 130% 207,948
Annuai required contribution 52,199,459 $3107.948 $72,484 Tune 30, 2008 55.631 130% 191,095
Intgrest on net pension obligation 24203 (85,186) 9,319
Adjustment to annual required contribution {39,600) 195,503 (26,172)
Annual pension cost 2,184,062 418,265 55,631
Contributions made {5,000,000) {307,948) {72,484)
(Decrease) increase in net pension obligations (2,815,938) 110,317 (16,853)
Net pension abligation (asset) June 30, 2007 382,711 {1,857 ,873) 207,948

Net peasion obligatien (asset) June 30, 2008 582 4335227! {51,787,556) 5191095
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NOTE 11 - OTHER CITY PENSION PLANS (Continued) NOTE 11 - OTHER CITY PENSION PLANS (Continued)
SCHEDULE OF FUNDING PROGRESS Plan Financial Statements

Police and Firemen's Plan: ‘The Statement of Net Assels for the Plans at June 30, 2008 follows:

Acmatial .
Annual Uniunded General PF?:-?:;:: Garfield
Valuation Agcrued Actuznal Valoe Unfunded Funded Covered (Overfunded) Pemsion Pemsion Pension
Date Liability of Assets Liability Ratio Payroll as % of Payrell ASSETS
Juiy 1, 2002 $49,135.204 §£25.177,947 $23,957,257 51% (A) N/A TPension plan cash and iny estments:
Juty 1, 2003 46,523,759 20,450,153 26,073,606 44% {A) INIA City of Richmand Investment Pool $2.109.9%0 $1.904,191 §150.25]
July 1,204 43244772 20,384 607 22,860,165 47% (A NiA l\f:ﬁ}aﬁ:?r:ﬁ.{:::; Fund 276545 182.596
July 1,2005 41,653,180 19,251,702 22,401,478 6% () NIA Interest seccivable 4336 4863 1569
Juiy L, 2006 NA{C) NiA(C) NA(C) N/A(C) {A) NIA
Juty 1, 2007 43,591,093 22,910,310 20,680,783 53% {A) Nia Total Assers 2.114.326 22.1R7.599 134456
LIABILITIES
General Pension Plan:
Actizarial Accounts payable 65,192
Annual Unfunded NET ASSETS
Valuation Accried Actuarial Value Unfunded Funded Covered (Overfunded) Held in trust for employees' pension benefits £2.114326 _$22.117,407 $334.450
Date Liability of Assets Liabilizy Ratio Payrolt as % of Mayroll
N o :
;:::; :' ;::8; $:32;T'g:? 5222]:;;;35 s:;;];];;;’; ;:nﬁ Egi ;::‘: The Staternent of Changes in Plan Net Assets for the year ended June 3@, 2008 follows:
July 1, 2004 6,030,516 2,786,5M1 3,243,945 46% {B} N/A Police and
July 1, 2005 5,614,489 3,141,392 2,473,067 56% {B) N/A General Fi'?“‘_"“'-‘ Gﬂ'ﬁ_ﬂd
July 12006 NA(C) NA (C) N/A(C) NIA (€) (®) N/A Lension Fension Pensian
July 1, 2007 5,242,136 2,416,881 2,825,255 46% (B) N/A ADDIJIONS
Net mvestment income:
Garfield Plan: Net increase (decreasc) in the fair value of investments §9,647 (§1,643.164)
Actuarial :mtmsl in:l::: i 89,129 (E?i,;::) 513,127
nyestn nagemcnl rees <
. . Annd Uefunded (‘unlx:bm]ieu: from 51: City 307,948 ' 72,484
Valuation Accrued Actuial Value Unfunded Funded Covered {Overfunded) Contributior from Pension Resene 5000.000
Date Liability of Assets Liability Ratio Pavroll as % of Payroll Other 12.284
July 1, 2002 NA(C) NA(C) NeA () N/A(C) (B) N/A
July 1, 2003 NA(C)H NALC) WALC) N/A{C) (B) NiA Tot.l Additions 406,724 3,959,545 85.611
July 1,200  N/A(C) N/A (C) NIA{C) N/A(C) ® NIA DEDUCTIONS
July 1, 2005 $915,287 $30i,298 $613,98% 33% (B} NfA Pension beneits 709,193 475,018 1707
July 1, 2006 Nia({C) Nia(C) NAa{C) NA(C) (B3 N/A Administrative expenses 6 5
o :
July 1. 2007 890,777 326228 573,548 % ) A “Fotal Deductions 709,279 4,752 448 77.383
M) Shown ar zero, because only one participant had not retited and was zssumed to retire Net Increase {Deerease) (302,555) (792,903) §.228
on valuation date.
{B) All participants were retired as of valuation date. WET ASSETS
(C)  Actuarial valualions were not completed. Beginning of year 2,416,881 22,910,310 126,228
End of year $2.113.326 $22.117.407 $334,456
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NOTE 12 - OTHER POSTEMPLOYMENT BENEFITS

During fiscal year 2008, the City implemented the provisions of Governmental Accounting Standards
BBoard Statement No, 45, Accopnting and Finaneial Reporting by Emplovers for Postemployment Bencfits
QOther Than _Pensions. This Statement establishes uniform financial reporting standards for emplayers
providing postemployment benefits other than peusions (OPEB).  The provisions of this Statement are
applied prospectively and do not affect prior vear’s financial statements, Required disclosures are presented
below.

In order to qualily for postemployment medical and denwi benefits an employee must retire from the City
and maintain enrollment in one of the City’s eligible health plans. The City pays a portion of the CalPERS
premiums for retirees and their dependents that vary by employment classification, In addition. the
folowing eligibility mles and contribution requirements apply for Suture revirees, followed by cwrent
relrees:

Plan Proisions for Future Retirees

Montaly Preastum Paid by Clty
Classification Eligibility {Ape/Service) - BeforefAfler Medienre Elipibility

Service Retirerment:
50720, 51/18, 52416, 53/14, 54012,

55010 Reticve only of surviving spouse: $244/3207
SEIL local 790 Disability Retirement: any age/10 iRclircc*l or mere: $3645304
Service Retirement:
Same as SEIU
IFPTE, Miscellaneous Disability Retirement:
Excculive Management, 50/20, 51418, 5216, 5314, 54112,
City Council 55/10 Same as SEIU
B of premium for
relizee/dependents/surviving spouse up to 2nd
Fire Local 188, Fire Management, highest premium plan. Percentage is 0%,
and Fire Executive M 35415 i ] 4 100% after 27 years of service

Percentoge of premium for
retiree/dependents/Surviving speuse but no
mare (han $614 per month, including dental
and vision. Percentage is 50%, increased to
90% after 15 years ef savice, and 100% afier

Police Local 3 10 years of service 25 years of service
Police Widows Death in line of duty Full premiui
P of premium for

retiree/dependents/surviving spouse p o
Kaiser {1 (Pre Medicare} and 2nd highest

p plan (post Medicare), Percentage is
Police Management and Police  [50/20, 51118, 52/186, 53/14, 54/12, |65%, increased to 75% after 20 years of
Executive M 35410 service, and 100% after 27 years of service

(1} Effective for retirements on January |. 2007 or later. Prior to that time, reimbursement is
based on the 2™ highest premium plan,
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NOTE 12 - OTHER POSTEMPLUOYMENT BENEFITS (Continued)

Plan Provisions far Current Retirees

Maonthiy Premluin Relmbursement

Classificatlon Subgroup Belore/After Medicare Eligibilicy
Retiree poly or surviving spouse: $244:5202
SEIU Local 790 Retiree +1 or more: $364/8304
IFPTE, Miscellaneous Retsree oaly or surviving spouse: 32445202
Executive Management Retired November 5, 1999 or later |Retiree +1 or mare: $363:5304

Reliree only or surviving spouse: $14413102
Retired before Novernber 5, 1999 [Retiree +) or more: $264/524

Percentage of premaium for
renree;dependentssurviving spousc up to 2nd
Fire 1,0cal 188 and highest premtum plan. Percentage is 0%,
Fire Management increased 1o 100% aller 27 years ol senviee

Percentage of premium for
retiree/dependents/suriving spouse but ne
more than 3614 pel month, including dental
and vision. Percentage is 50%4, increased o
024 after 15 years of service, and 100% after
Police Local 3 Retired July ). 2003 or fater 25 vears of service

Percentage of premiun for
retiree/dependents/surviving sponss but no
more than 3550 per montk, including dental
and visiun. Percentage is 50%, incieased to
Retired July 1, 1997 00% afler 15 years of service, and 100% after
through June 30, 2004 25 years of service

Percentage of premium for
retiree/dependents/surviving spouse,
Percentage is 65%, incivased to 75% afier 20
Retived July 1, 1994 vears of service, and 100% after 27 years of
shrough June 30. 1997 service

Funding Policy and Actuariat Assumptions

In fiscal year 2007, the City hired an actuary to prepare g swdy to determine the unfunded liability of these
benefits for both active employees and retirecs. The siudy indicates that as of July 1, 2007, the unfunded
zetuarial linbility was estimated to be 345,083,965, asseming the City had made a contribution to a trust
during fiscal year 2087, However, the Cily did not contribute 10 a trust until fiscal year 2008, The study
indicates that as of July 1, 2007, the actuarial accrued bability was estimated 1o be 547.046,989, As of Junce
30, 2008, the City joined the Public Agencies Post-Relirement Ilealth Care Plan, a multiple employer trust
administered by Public Agency Retirement Services (PARS).
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NOTE 12 - OTHER POSTEMPLOYMENT BENEFITS {Continued)

The City’s palicy is 1o partially prefund these benefits by accumulating assets with PARS discussed above
aleng with making pay-as-you-go payments purseant to Resolution No. 52-06 of June 27, 2006. The annual
required contribution {ARC) was determined as part of a July 1, 2007 actuarial valuation using the entry age
normal actuarial cost method. This is a projected benefit cost method, which takes inte account those
benefits that are expected to be eamed in the future as well as those already accrued. The actuarial

. assumptions included (a) 7.75% investment rate of return, {b) 3.25% projected annual salary increase, and
(c) hcalth carc cost trend rates of 4.75-5,25% for medical and 4.25% for demal. The actuarial methods and
assumptions used include techniques that smooth the effects of short-term volatility in actuarial accrued
liabilities and the actuarial value of assets. Acmwarial calculations reftect a long-term perspective and
actuarial valuations involve estimates of the valuc of repornted amounts and assumptions about the
probability of events far into the future. Actuarially determined amounts are subject to revision at least
biannually as results ore compared to past expectations amd new estimvaies are made about the fuwre. The
City’s OPEB unfunded actuarinl accrued liability is being smortized as a level percentage of projected
payroll nsing a 30 year amertization period.

Funding Progress and Funded Status

Generally accepted accounting principles permit contributions te be treated as OPEB assets and deducted
from the Actuarial Accrued Liability when such contributions are placed in an imrevocable trust or
cquivalent arrangement. During the fiscal year ended June 30, 2008, the City contributed $5,906,179 1o the
Plan, including 52,206,179 for pay-as-you-go premiums, 51,700,000 paid to PARS representing the
remaining ARC plus an additional 52,000,000 paid to PARS o prefund benefits which represented 9.3% of
the $63.5 million of covered payroll. As a result. the City has recorded the Net OPEB Asset, representing
the difference between the ARC and actual contributions, as presented below:

Annual required contribution $ 3,709,303
Adjustment 10 annua] required contribution -

Annual OPEB cost 3,709,303
Countributions made {5.506,179}

(Decrease) increase in net OPEB obligations  (2,196,876)
Net OPEB obligation Junc 30, 2007 -

Net OPEB obligation (asset) June 30, 2008 {§2,196,.876)

The actuarial accrued liability (AAL) representing the present value of future benefits, included in the
aciuarial study dated July 1, 2007, amounted to 547,046,989 million and was unfunded since no assets had
been transferred into PARS as of that date, However, as of fune 30, 2008, the City transferved additional
contributions to PARS which along wilh investment income totaled $5,906.179 and reduced the unfunded
actuarial accrued liability to $41,140,810.
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NOTE 12 - OTHER POSTEMPLOYMENT BENEFITS (Continued)

The Plan’s snoual required contributions and actal contributions for the year ended June 30, 2008 are set
forth below:

Annual
Requited Percentage Net OPEB
Fiscal Contribution Actual of ARC Obligation
Y ear (ARC) Contribution  Centributed (Assct)
6/30/2008 $3,709,303 $5.906.179 159.23%  (52,196,876)

The Schedule of Funding Progress presenis trend information about whether the actuarial vahue of plan assews
is increasing or decreasing over time relative to the actuarial acerued liability for benefits. Trend data from the
Tuly 1, 2007 actuarial study is presented below:

Overfunded
Overfunded (Underfunded)
Entry Age  (Underfunded) Actuarial
Actnarial Actuarial Actuarial Liability as
Actuarial Value of Accrued Accrued Funded Covered Percentage of
Valuation Assets Liability Liability Ratio Payroil Cavered Payroll
Date (A) (B) (A - B} (A/B) (€) [(A - BYC]
2007 S - 847,046,580  (S47.046.989) L1724 $44,201.238 -106%

NOTE 13 - DEFERRED COMPENSATION PLAN

City employees may defer a portion of their compensation under a City sponsored deferred compensation plan
created in accerdance with Internal Revenve Code Section 457, Under this plan, participants are not taxed on
the deferred portion of their compensation yntil distribuled to them: distributions may be made only at
wermination, retirement, death or in an emergency as defined by the plan,

The laws poveming deferred compensation plan assets tequite plan assets 0 be held by a Trust for the
exclusive benefit of plan participants and their beneficiaries. Since the assets held under this pian are not the
City™s property and are not subject to claims by general creditors of the City, they have bren exchided from
these financial siatements,

111



City of Richmond
Notes to Basic Financial Statements
June 30, 2008

NOTE 14 - RISK MANAGEMENT

The City is exposed to various risks of loss related to theft of, damage to, and destruction of assets; gencral
liability; errors and omissiens; injuries to employees; natural disasters; and inverse condemnation, The
City began self-insuring its workers' compensation in 1976, In Aupost 2002 the City joined the Municipal
Pooling Authority (MPA) for peneral, sutomobile, property, and boiler and machinery liability. The City
retaing a self-insured retention of $1 million on workers”™ compensation. The City has chosen 1o establish a
risk financing internal service fund where assets are accumulated for claim setlements and expenses
associnied with the above risks of loss up 1o cerain limits.

Excess coverage for the risk categories excluding inverse condemnation is provided by policies with
various ¢omnmercial insurance carriers. Self-insurance and insurance company limits are as foliows:

Type of Coverage Self-Insurance / Deductible Coverage Limit Insurance Carrier

City of Richmond
Notes to Basic Financial Statements
June 30, 2008

NOTE 14 - RISK MANAGEMEN'T' (Continued)

Liability for Uninsured Claims

The unpaid claims liabilities included in each of the self-insurance internal service funds are based on case
reserves and include amounts for claims incurred but not reported (IBNR). At June 30, 2008, the estimaled
claims payable of $20,264,000. consisting of reserves for both reported and 13NR losses, as well as
allocated loss adjustment expenses, have been recorded in the Insurance Reserves intemnal service fund.
The cluims payuble are reported at their present value using expected future investment yield assumptions
of 3 percent and an eighty percent confidence level. The undiscounted claims wtaled $19,628,000 at June
30, 2008. Changes in the claims liabilitics for the years ended June 30, 2008 and 2007 were as follows:

2008 2007
Waorkers' compensation $ 1,000,000 per ¢laim $24,000,000 in excess of SIR ARCH Insurance Co,
Y% pre-1970, minimum Claims liabilities, beginning of year $23,000,000 §22,710,000
o pre-1970, N .
$100,000, 5% post-1970 of 1otal Westchester Surplus Current year _c!al ms o 5772840 1,667,337
Difference in Conditions insured value of each building §50,000,000 in excess of SIR Lines Insurance Co. Ch"'f“gc in prior year ¢laims 2,796,575 11,348,863
National Union Fire Claim paymeats (6.754,543) (9.037.799)
Crime/Employee Diishonesty £10,000 per claim $1,000,000 in excess of deductible Tnsurance Co, Legal, atministrative and other expenses (4,550.872) (3,688,401}
The MPA provides coverage apainst the following types of loss risks under the terms of a joint-powers Clzims Eabilities, end of year $20.264.000 §23.000,000
agreensent with the City and several other cities snd gevernmental agencies as follows: s
Claims liabilitics, due in onc year 59,619,000 $£9,560,000
‘T'ype of Coverage (Deductibic) Coverage Limits
Liability ($250,000) $25,000,000
Property
All Risk Fire (53,0003 1,000,000,000
Flood* 25,000,000
Boiler & Machinery ($5.000) 100,000,000
Employment Practices ($50,000) 1,000,000

*  §100,000 mmimum deductible per occurrence, except Zene A & V, which
are subject to a $250,000 deductible per occurrence,
The MPA is gavemed by a Board consisting of representatives from member municipalitics. The Board
controls the operations of the MPA, including selection of management and approval of operating budgets,
independent of any influence by member municipalities beyond their representation on the Board.

The City’s deposits with the MPA are in accordance with formulas established by the MPA. Actual surpluses
or losses are shared according to a formula developed from overall loss costs and spread 1o member entities on
a percentage basis after a retrospective rating.

Audited financial statements for the MPA are available from MPA, 1911 San Miguel Drive, Suite 100 Walnut
Creek, California, 94596.

For the years ended June 30, 2008, 2007 and 2006 the amount of seitlements did not exceed insurance
coverage.
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NOTE 15 - SEGMENT INFORMATION FOR ENTERPRISE FUNDS

The City's non-major enterprise funds include the following segments:

« Richmond Marina Fund — Marina operations and maintenance, including berth rentals and use

of marina facilities,

»  Storm Sewer Fund — Storm sewer management and urban runcff control.
« Cable TV Fund — Administration and enforcement of the frunchise agreements with (wo cable
television systems, management of a municipal cable channel, departmental video services,

media and public information, and telecommunications planning.

Fiscal 2008 condensed financial information for the Richmond Marina Enterprise Fund is as follows:

NOTE 16 - RESTATEMENT

During fiscal year 2008 the City determined that deferred revenue in the General Fund totaling $7,484,889
had becn eamed in previous fiscal years. Therefore, bepinning fund balance in the General Fund and
beginning net assets in the Statement of Activities have been restaled in thal amount,

Capdensed Staterent of Net Assets

Assels?
Carrent assels 13,581,067
Capilal assets 2,302,420
Toukassas 5.883.187
Lisbilities:
Cwrent lisbilities 194,361
Lang-term liailities 3,261,820
Total hiabtities
Net pssets:
Invested in capilal assets, net uf deby (1,018,262}
Unrestricted 3.444,068
Total net assets 52415306

¢ ondensed Stalcment of Revenues, Expenses and
Changes in Net Assets

Operating 1evenues:

Lease income 5484212
Depecciation exprnss (50,747)
Other operaling expenses (136

Operating income 191,129
Noaoperazing revensies (£xpenses):

Interest income 156,895

InteTest expense 149.659)

Change in net assels 400,565
Beginning net sisets 2024741
Ending net asseis $2,525,306

Condensed Statement of Cash Flows

Net cash provided (used) by:

Operaling activiries $488.910

Capital and related finaacing activites (206,814)

Investing aclivilies 154,794
Net increase 416,892

Begining cash and iovesimens
Ending cash and im estmems
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NOTE 17 - COMBMITHMENTS AND CONTINGENCLES

Commitments

The City occupies certain leased premises under the terms of a non-cancelable lease terminating in
September 2009, which calls for minimum monthly lease payments of $121,000.

The Police Department occupics teased premises owned by DiCon Fiberoptics, lne. undet the tenms of a
non-cancelable tcase terminating on December 31, 2009, which cails for minimum menthly lease payments
of §81,034.

The City's future commitments under construction projects otaled approximaicly $10,746.034 m hune 30,
2008 for projects including the West MacDonald Avenue street redesign. the general plan update and
various paving projects.

Litigation

The City is involved in various claims and liigation resuliing from its normal operations. The ulimate
outcome of these matters is not presently determinable. In City management’s opinion these matters will
not have significant adversc effect of the City's financial position.

Housing Authority — Easter Hill Project

In June 2000. the Richmend Housing Authority received a $35 million grant (HOPE V1 Grani) from the
U.S. Departtment of Housing and Urban Development (“HUID™) for the revitalization of the former Easter
Hill Public Housing project. The original Easter Hill site, ¢wned by the Richmend Housing Authority,
included 300 units on 21 acres in the Cortez/Stege neighborhood of Richmond,

The California Tax Credit Committee, City of Richmond, Bank of America, Silicon Valley, Federal Home
Loan Bank. Califernia Housing Finance Agency, the Richmond Housing Authority along with the 335
million dollar 11U grant financed this $120 million revitalization effort. Physical costs ar¢ estimated to be
approximately $108 million and life services, relocation. acquisition, administrative and other costs are
estimated to be approximately $12 million. The physical development includes approximately 328 rental
and homeownership units to replace the 300 rental units originally al the site and 273 remaining units at the
time of grant approval. Amenities at the revilalized site include a pool and a 5000 square feet community
room with facilities for an after schoo! program, computer center, gymnasium and conference room.

In addition, pursuant of the sume agreement, the Authority is entitled to reccive reimbursement for certain
costs it has incurred in development af these projects. Upon completion of the project. the Authority
rerorded $8,628,540, tepresenting reimbursemerm from the developer which has been recorded in the
accompanying financial statements as duc from developer.

Other
As of June 30, 2008, a major property taxpayer liled an appeal with the County challenging the assessed

valuation of their property, however as of December 22, 2008, the appeal precess had not been completed
and the impacts, if any, on City property 1ax revepucs could not be determined.
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NT EVEN

s

Richmond Variahle Rate Wastewater Revenue Refunding Bonds, Serles 2008 A

On Qctober 17, 2008 the City of Richmond issucd Series 2008 A Wastewaler Revenue Refunding Bonds in
the amount of $33,015.000. The proceeds from the Boands will be used to refund the City's 2006 B
Wastewater Revenue Bonds, The 2008 A Bonds were issued as vanable rate Bonds, The rate Muctuates
according 1o the market conditions. The City originally cotered into an interest rate swap agrecment for the
cntire amount of the 2006 B Ronds, and the City wili maintain this interest rate swap agreement after the
redemption of the 2006 B Bonds and the 2008 A Bomds, will be associated with the interest rate swap
agreement. The combination of the variable rate bonds and a floating rate swap creates a synthetic {ixed-
rate debi for the City,

Suntrust Capital Leases

On July 2, 2008 the City entered into three new capilal leases in the amounts of $2,849,228, $1,473,600,
and $1,704,800. The purpose of these leases is for the acquisition of street sweeping vehicles and trucks,
fire vehicles and related equipment and various other vehicles. The leases bear interest rates that range
from 3.90% to 4.35%. Principal and interest payments on the leases are due semi-annually on each June 26
and December 26 commencing on December 26, 2008,
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CITY OF RICHMOND

GENERAL FUND

SCHEDULE OF REVENUES, EXPEKNDITURES
AND CILANGES [N FUND BALANCES

REVENUES:
Property tax -current collections
Sales tax
Utiluy user fees
Other laxes
Licenses, prmitd and fees
Fines, forfeitures and penalties
Use of mency and property
Inwcrges ernmenial
Charges lor services
Rent
(hher

Total Reverues

EXPENDITURES:

Current
CGeneral government
Public safery
Public works
Cammumaty dexelopment
Culiural and revreanonal

Capital sutlay

Total Expendiures

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Procecds from sale of propeny
Transfers in
Transfers (ot}
Total other financing sources (uses}
NET CHANGE IN FUND BALANCE
Fund balance, July |

Fund balance, June 41}

BUDGET AND ACTUAL

FOR THE YEAR ENDIED JUNE 30, 2008

Variance with

Budgeted Amounts Final Rudge1
Actua] Positive
Qriginal Final Amounts (Neganve)
$33,063,746 513,781,746 514269102 3485576
325885 31,279,546 25,005,711 (2271.875)
0712812 I LER2 19,553,243 (1,159,569)
13,264,250 8,551,122 F659.207 (891.,915)
1,200,041 3,685,705 2915914 {639,791)
2R9.000 289,000 281914 15,n82)
1.900.000 2,000,000 756,288 (2.243,712)
5,267,670 5382670 S101.207 (281,463)
2,985.020 2,989,020 2335495 1674,525)
289,600 389,600 R4 (80.654)
BET.279 867.279 1.478,275 1.010,9%%
122.269.363 126,860,540 114.306.526 (6754054
15,550,084 16,102,064 17,794,828 (1,692,764)
50,2%1,187 £8,765,60% BG,799.922 7,560,683
792914 A.666,188 1.780,750 B85, 18
1,959 988 1A75,142 1,610,874 264,268
21,893,167 21252250 201656001 2,080,596
763184 (763.1%4)
127,626,749 117,264,158 128515221 £.149.017
{5.357,177) (16.403.75B) (14.808.695) 1,395,023
4,025,000 4,025,000 1,008,197 (16,803)
7,600,000 14,941,555 5,503,497 (9.43R,05%)
(8,828,890} $9.281.850) (10,183, 1601 ("N.270)
1,796,110 9,734,665 1671.466) (10426.131)
{2.501,067) (6,649,053} (15,480, 161) (8.871,108)
61,916.789 61,916,789 61.916,78%
336,385,123 555,262,736 546,416,628 (38.831,108)
e — T —————
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CITY OF RICHMOND
REDEVELOPMENT AGENCY ADMINISTRATION SPECIAL REVEMUE FUND
SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2008

Variance with
Budgeted Amounts Final Budget
Actual Positive

Original Final Anounts (Negative)

City of Richmond
Required Supplementary Information
June 30, 2008

REVENUES
Licenses, permits and fees $1,037,112 §1,032,112
Use of money and property 774,359 774,355
Intergovernmental 1,500 1,500
Other 326654 326,684
Total Rey enues 21,135,625 2,13u625

EXPENDITURES

Cutrent:
Housing and redevelopment 8,268,803 38,268,803 6,593,357 1375446
Debu service:
Imezest and fiscal charges 1,515.771 1515771 1,520,443 (4.68D)
Total Expenditures 9,761,574 0.784.574 8413810 1,370,764
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES (9,784,574} (8.784.574) 16,274 169 3.510,38%
OTHER FINANCING SOURCES (USES)
Transfers in 9,784,574 4,784,572 13,077,064 3,292,490
Transfers fout) 15,459.000) (5.459.000) (110.036) 3,148,964
Total other finaacing sounses (uses) 4,325,514 4,325,574 12.767,038 8,441,454
NET CHANGE [N FUND BALANCE (5,459.,000) (5,454,000) 6,492,841 11,951,843
Fund balaoce, July | 2,302,604 2.392.6 239,614
Fund balance, Junc 20 (53,066,396} 183,066,396) $5,885,447 511,951,843
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NOTES TO BUDGETARY COMPARISON SCHEDULES
Budgets and Budgetary Accounting

The City adepls a budget annually 10 be effective July k. for the ensuing fiscal year. Budgeted
expenditures are adopted through the passage of a resolution. This resolution canstitutes the maximum
authorized expenditures for the fiscal year and cannot legally be esceeded except by subsequent
amendments of the budget by the City Council.

The City uses an cncumbrance system as an extension of normnal budgetary accounting for the General
Fund, spectal revenue funds, and capital projects funds. Under this system, purchase orders, contracls.
and other commiynenis for the expenditure of monies are recorded in order 1o reserve that portion of
applicable appropriations. Fncumbrances owistanding at year-end are recorded as vescrvations of fund
balance since they do not constitute expenditures or liabilitics. Outstanding encutmbrances al year-end sre
automatically reappropriated for the following year. Unencumbered and unexpended appropriations Jupse
at year-end.

An operdting budget is adoptedd cach fiseal year for the General Fund, certain Special Revenue Funds
{Redevelopment Agency Administration, State Gas Tax. General Purpose, Paratransit Operations, Special
Programs, Public Safety, Cost Recovery, Hitlop LMD, and Developer Impact Fees) and certain debt
service funds (Redevelopment Agency Debt Service, 2005 Pension Obligation Bonds, and Genera] Debt
Service). Public hearings are conducted on the proposed budgets to review all appropriations and sources
of financing. Capital projeets funds are budgeted by the Mayor and City Council over the term of the
individual projects. Since capital projects are nol budgeted on an annual basis, they are not included in
the budgetary doa,

Expenditures are controlled at the fund level for all budpeted departments with in the City, This is the
Tevel at which expenditures may not legally exceed approprintions. Budgeted amounts for the Statemnent
of Revenues, Expenditures and Changes in Fund Balances-Budget and Actual include budget
amendments approved by City Council,
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CITY OF RICHMOND

REDEVELOPMENT AGENCY DEBT SERVICE FUND
SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES

BUDGLET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2008

REVENUES
Propetty taxes
Use ol money and property
Total Revenues
EXPENIHTURES
Debt service:
Princspat
Interest end fiscal charges

Toual Expenditres

EXCESS OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES {LSES)
Transfers in
Transfers {out}
Tola! Othes Finsncing Sources (Uses)
NET CHANGE IN FUND BALANCE

Fund Belance, July !

Fund Balance June 30

Variance with

Final Budget
Final Actual Positve
Budget Amounls {Negative)
$22,292.47% 926,535,154 $4,242,703
168,074 746.990 378,916
22.460.553 27,282.14 4,821,621
2,280,000 2,345,000 (65,000)
2,958,960 2,879.648 19312
5238960 5,224,648 14312
17.221.593 22.057.526 4.835,933
5.231.879 13,768,687 8,516,808
(15.889.460) (30,919.447) (15,029.987)
(10.657,581) (17,150,760} 16,453,179
6,564,012 4,906,786 €1,657,246)
14,208,643 14,208 643
520,772,655 $19,115.409 (51,657.246)
—_—

City of Richimond
June 30, 2008

NON-MAJOR GOVERNMENTAL FUNDS
SPECIAL REVENUE FUNDS

State Gas Tax Fund accounts for the subventions reeeived from state gas taxes under the provision of
the Sireets and Highways Code, Stale gas taxes are restricted o uses for street constriction activities
including location of underground utilities, geolechnical work relming to idemification of seil and
groundwater contamination, materils sampling and Lesting.

General Purpose Fund accounts for other restricted monics that are to be used for the specific purposes
for which the funds were set up.

Paratransit Operations Fund accounts for monies used to provide subsidized, accessible transportation
1o the seniors and disabled residents of the Ciy of Richmond and the adjacent unincorporated arcas of
West Contra Costa County.

Community Development Block Grant Fund is set up to record the receipt of grant monies and the use
of it. 'The grant is to be used to provide, within the City of Richmond, new affordable housing, improve
existing housing conditions, assist homeless and disabled with housing, and io expand ecenomic
opportunities in business, and employment for low and moderate income residents.

Special Programs to account for monies received and expended from public donations earmarked for
non-profit organizations, youth education and after scheol programs.

Employment & Training Fund is a fund set up to plan, administer and operale job training programs for
the adult and youth residents of Richmond,

Public Safety Fund records the receipt and use of prant monies under the Local Law Enforcements
Biock Grant Program, Office of Traffic Safety Grants, OES Grants, FEMA Grants and various other
grants.

Cost Recovery Fund records the receipt and use of monies for services provided 1o the public and
developers.

Hilltop Landscape Maintenance Fund was sct up o acceunt for maintenance services in the nature of
landscaping, lighting, cleaning provided 1o the Hilltap parking lot ares and the Marina Way Develapment
ares,

Devetoper Impact Fees 1o account for monies received from fees levied by the City on new commerciat

and residential projects,  These funds will be used to mitipate the additiozal public salely and
infrastructure costs resulting from these development projecs.
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City of Richmond
June 30, 2008

DEBT SERVICE FUNDS

2005 Pension Obligation Bonds Debt Service Fund reccives transfers from the General Fund and the
Pension Tax Override Fund, and pays the debt service on the 2005 Pension Obligation Bonds.

Joint Powers Financing Authority Debt Service Fund aceeunts for the accumulation of resources from
lease payments and the payment of long-term debt incurred by the Finance Authonity.

General Debt Service Fund accounts for monies received in ¢onnection with Caltrans Homes, Viron
Energy Dbt Service, Hilltop Mall Exterior Renovation, 200! Series A, 1995 Serics A, and 1999 Scries A
General Obligation Bonds and the refated payments on such debt. The Caltrans loan was for the purchase
of 43 homes from them in order to provide housing to low income people. Viron Energy loan is for the
purchase of energy efiicient equipment, while the Hilitop Mall loan was 1o finance the City’s share of
capital improvement costs of the lilltep Shopping Cenler. The 2041 Series A bonds were issued to
finance improvements to City facilities including the street and storm water improvements, the 1995
Series A were to refinance the cost of public capiial improvernents, and the 1999 Series A bonds were
issued to fund & portion of the unfunded accrued actuarial liability in the Pensien Fund,

Civic Center Debt Service Fund accounts for principal and interest payments on the 2007 Lcase
Revenue Bonds.

CAPITAL PROJECTS FUNDS
General Capital Improvement Fund accounts for monies designated for capital impravement projects.

Measure C Fund was set up when the voters of Contra Costa County approved Measure C providing for
the creation of the Contra Costa County Transpariation Authority. The Authority collects one-half of one
percent sales and use tax. Twenty percent of this tax is allocated to the City of Richmond to be used for
the improvement of local transportation, including streets and roads in accordance with Measure C
compliance.

Harbor Navigation Fund records the expenses relating to the construction of certain public

improvements retaling to the Port of Richmond consisting of dredging and deepening of the Richmond
Harbor.
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ASSETS

Cush and investments
Resmicted cash apd investments
Receivables:

Accounts, ael

Tnterest

Granls

Losas
Due from other funds

Total Assets

LIABILITIES

Accourls payable and accrued liabiluies

Teefundable deposits

Due o other funds
Advance from other funds
Delerred reveaue

Total Lishilities
FUND EQUITY
Fund balances (deficiis)

Reserved for encumbrances
Unreserved, undesignated

Totzl Fund Aalances (Deficits)

Total Liabiities and Fund Balances

CITY OF RICHMOND
NON-MAJOR GOVERNMENTAL FUNDS
COMBINING BALANCE SHEETS
JUNE 30, 2008

SPECIAL REVENUL FUNDS

SPECIAL REVENUE FUNDS

DEBRT SERVICE FUNDS

Community
State General Paratransit Developmeent Special
Gias Tay Purpose Operanons Block Grant Programs
$2,969,240 56,410,581 $250,082
$2.063,571
449,279 59,722 $5,863 8,440 163065
11,176 12,5343 (1,092} 1,954
125,941 556,323
571,926
2,457
$4.429,7%5 36,660,627 34771 58,342,717 $1L115,101
i
$138.35%6 158,159 $17,405 384,768 5208
450,831 705,184
5,715.316
138,356 158,155 148,236 6,565,468 208
651,236 281,133 Fa 10,139
1,640,161 £,134.211 (4t a4y 1,70%.110 1114853
4,201,399 6,51 1.468 (463.463) 1777249 1.114.893
54,429,795 $56,663,627 N 38,342,717 §1,115.10t
el
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205
Developer Pension
Employment Public Cast Hiilop T:npact Obhgation General

and Training, Safery Racavery LMD Fees Bonds JPFA Dem Senvice
£603,561 $353,794 £10%,357 5466.254 53,060,195 5421,693
6,291,336 514,404

30,269 174,722 2513005 484,274
974 953 943 4,030 23

1,074,472 £0,007
4,000,000
51,708,304 $589.4%9 52623315 $167.202 §2.(48,439 510,291,336 51.036,220
—— —
5200772 519,548 5213699 19,752 T4 K15
3556233
1,631,880
211,686
70.289

271061 19.948 S4R1 812 13,753 257541

9.621 468,547 619,255
1437243 559,930 (3.247.044) 447,449 1171733 $10.291.336 51,036,220
1,437,243 569,551 (2,778.497) 447449 1,790,988 10,291,336 1,036,220
51,708,304 $589 499 §2,623.115 $467,202 £2.048.49% $10.291,336 51,036,220

—_—
({optinued)
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ASSETS

Cash and investments
Restricted cash and insestiients
Receivables.

Accounts, net

Tnierest

Grants

Loans
Dhue from other funds

Total Assets
LIABILITIES
Accounts payable and accrued Jiabihnes
Refundable deposits
Due 10 other funds
Advance from other funds
Deferred revenue
Tol Liabilities
FUND EQUITY
Fund balances {deficis)
Reserved for encumhnances
Uereserved, undzsignated
Total Fund Balapces ([Deficits)

Total Liabiliies and Fund Balances

CITY UF RICHMOND

NON-MAJOR GOVERNMENTAL FUNDS
COMBINTNG BALANCE SHEETS
JUNE 30, 2008

DEBT SERVICE

FUND CAPITAL PROJECTS FUNDS
Totat
Noumajor
Cwvic Center  General Capilal Harbor Cioveramental
Dbt Service Improvement Messure C Navigaticn Fuonds
57,444,454 $2,715.491 §657,728 326,096,534
59,614,532 2,M,108 47,108 21,702,056
800,000 4,318,619
13,674 12811 1,359 59,803
1,075,809 2,892,552
5,711,926
4002457
39,614,532 312,165,045 $2.732.302 51,006,192 564,784,457
$381,202 $112,472 51,392,607
3,356,213
2,348,095
111,686
1.075.80% 6,861,414
1,457,011 112.472 14,870,015
2,002,000 499 8RO 4,733,092
59,614,512 8,556,014 2,019,950 31,006,192 45,182,330
9,614,522 10,648,034 2.619.830 1,006,192 49,914,422
39,614,532 $12,105,045 $2,712,302 $1,006,192 $64.784.457
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CITY OF RICHMON[D

NON-MAJOR GOVERNMENTAL FUNDS
COMBINING STATEMENTS OF REVENUES, EXPFENDITURES
AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED JUNE 30, 2008

SPECIAL REVENUE FUNDS
Commanty
Sisfe Cieneral Paratransil Desvclopment Specinl
i Tax Purposc Operavatiy Block Grant Progrers
REVENLES
Froperty laxes
Orther taxes 3674.602
Licenses, permils and foes 18,750 5212433
Fines, forfeitires and penalties 25,627
Use of money and propeity $331,518 102,585 (321,392) 45,348
Intergon eminents] 1,854,000 1,040,388 489,280 $2,324,645 65,011
Charges for services 3R,144
Peosion stabilization revenue
Other 22750 4579 206045 154
Tutal Revenucs. 2,135,608 2.085.202 510,611 2.330.690 34294648
EXPENDITIRES
Current:
General governmen 61,978
Public safety 26,038
Publc v orke 3293 2,847,780 1,145,629 12
Commumty developrmnt 317,208
Cultural and recreational 654,859 (5,88
Housing and sedevelopmem 1381134
Capatal outlay 3,288232 20,708
Deebt Service,
Principat
luterest and fucal charges
Tolal Expeniimires 3,291,525 1,866,633 1,145,621 1381134 62,136
EXCESS (DEFICIENCY) QOF REVENUES
OVER EXPENDITURES {1. 14817 (1,781.231) {635.0121 {B50.844) 280.830
GTITER FINANCING SOURCES (USES)
Issuance of debr
Paywent Lo bond escrow agent
Transfers 1 4,166,840 400,800
Transfars (ow) (1.633.1301 (1,200,000} 6,264,168}
Total Orher Finanewng Sources (Us2s) (1.633,140) 2,366,840 400,000 (6.265,168)
NET CHANGE IN FUND BALANCE (2,138,037) 1,185,309 (235.412) (B50,444) (5.988,338)
BEGINNING FUND BALANCES (DEFICITS) 7,029,456 £.326,055 (326,453} 2.627.693 7,101,231
EMDING FUND BALANCES (DEFICITS £4,391,309 $6.511,468 [$463.4651 §E.777.249 31114890
——— Sy m——
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SPECIAL REVENSUE FUNDS DEHT SERVICE FUNDS
2008
Developer Pension
¥mployment Public Cost Hillrop Tmpact Obligation General
and Training Safery Recovery LMD Tets Bonds JPEA _Deb Sepvice
$751,300 52,224,978
SR $1.585,219 H 53465
3161
12,582 $21209 (7413) 14931 21R,27% 493,105 201,526 $217,983
2220004 926,117
393830 3,280,026
4.236.500
211346 177078 51373 6049 37,391
2,826,910 1,130,534 5,882 364 7RI 5627 6.974.84% 201,526 285474
5,159,830
142,770
2,136,872 330,801 2209 597
3,268.77%
12861 236,325 502,135 6060 1,991,164
1,575,000 2380998
1437188 29068 259200
3311739 979.09% 10,793.017 856,R61 4,250.74] 2012188 269,368 4,940.277
(384.329) 151.41% {3.916.678) (B4.652) 2.727.989 3.962.655 63,8421 {4.684.803)
325,000 1539 1,563,510 30,499 6,111,882 4,141,200 5631864
(53,3000 (592,911} (4.624.908 (155076411 651)
325.000 (37,9011 1,561.510 80.459 5.518.971 (1.6R4.908) (10.336.43%) RA XA
(59,829) [BERALS {2,353,163) (2,553) 1,790,988 25253) (10.422.280) 943410
1.45%7.072 456013 (425,134) 451 007 11,013,589 10.432,280 RLAIN
§1.437 243 $569.55) 1§2.778.497 UMY 51.790.988 £10.295336 51,016,220
—— T SO JELTRY  UTAY, O, WCE e ———
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DEBT SERVICE
FUND CAPITAL PROJECTS FURDS
Total
Noamajor
Cavic Center Gepperal Capial Harber Governmental
Praicet Lmprovement Weasure C Naviganon Funds
REVENUES
Propecty txes $1IT6.778
Other taxes 54000 853,602
Licensen, permits and fees. 4150980
Fipes, forfeiures and penalties 28,788
Usz of moncy and property 526713 511,940 $310,70% 352,549 3,008,482
Intergovemnmentsl 1511161 1,231,636 11,666,052
Charges for services 030) 371,670
Pepuion atabilization revenue 4,236,504
{nher 1914 784,781
Total Revenucs 267,733 2,039,589 1,542,148 52,549 31,267,633
EXPENDITURES
Curreni,
General govemment 8,277,808
Public wtery 768,804
Public works E79.085 128,136 BS0 10,292,201
Conmumiry development 3,585,906
Cultural and recrestions] 649,003
Housng and redevelopment 3381134
Capiual outhy 20408590 4,524,121 12,A52.898
Debl Service:
Prncipal 3,955,998
Irterest und fiscal charges £.946.607 11212442
Tonal Expendinmes 6.946.607 2920083 4,652,45% [ED] 34726410
EXCESS (DI FICIENCY) OF REVENLES
OVER EXPENDHTURES (6.678.874) {BRO.156} @.110.114 51,669 (23458.717)
OTHER FINANCING SOURCES (USES)
Lesuance of debl 97,790,000 97,790,000
Paymeént to bond ssezow egent (32,897,315) {32.392,513%)
Tranafers in 18,039,783 1172316 [Frrid 47,661,322
Traoafera jout) 56.638,862) (2,892,489) {1,032.048) £98,505,178)
Total Otber Frnancing Sources (Uses) 16.283.406 4279817 (1.032,048) 1.6 13,048,819
NET CHANGE IN FUND BALANCE 2,614,522 3,399421 {4,152,162) 32,893 (10,409,898}
BEGINNING FUND BALANCES (DEFICITS) TE61 5,761,992 933,297 60,324,328
ENDING FUND BALANCES (DEFICITS $9.614.532 510,648,014 52.619.830 $1,006, 192 £49.914.422
— ——— — — — ———

CITY OF RICHMOND

NON-MAJCOR GOVERNMENTAL FUNDS
COMBINING STATEMENTS OF REVENUE
AND CHANGES [N FUND BALANCES

FOR THE YEAR ENDED IUNE 30, 2008

INPENDITURES
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COMBINING SCHEDULES OF REVE!
AND CHANGES IN FUND BALANCES

REVENUES
Property Laxes
Other taxes
Licenses, permuts and fets
Fumes, forf¢rtures zod penaltes
Use of mouty aud propety
Intezgovernmental
Chagges for services
Pzusion stabifization revenus
Onher

Total Resenues

FEXPENDITURES

Cunent
General government
Public safety
Publbe works
Commumty development
Cultrad and Teceational

Capital outlay

Debi Servige:
Principal
Interest and fiscal charges

Towd Expending e

£XCESS (DEFICIENCY) OF REVENUES
GVER EXPENDITURES

OTHER FINANCING 50URCES (USES}
Proveeds from sale af propersy
Tramsfes in
Transfers (put}
Tolal Other Funancmg Sources (Uses)
NET CHANGE IN FUNT BALANCES
DEGINNING TUND BALANCES {DLFICITS)

ENDING FUNL BALANCES (DEFICITS

CITY OF RICHMORD
BUDGETED NON-MAJOR FUNDS

BUDGET AND ACTUAL
FOR THIEFISCAL YEAR ENDED JUNE 20, 2008

STATHE (7AS TAX

15, EXPENDITURES

GENERAL PURFOSE

5679 8§18
e —

Variance Vanance

Poditive Eositive

Budpet Acnual Negalive} Budgo Actoal (Negalive)
341,158 5674602 $633,414
18,750 18,750

25,627 25,4627

$332,518 $3312,518 302,585 302,585
54,758,500 1,854,050 {2,904, 410) 1,408,225 1,040,888 (367317}
22,750 2350

4,758 500 2,186,608 (2.571,862) 1.449.413 2085202 635.789
3977 5977

31,179 26.015 15,141

1293 (3,203 5812241 2R97.250 2,961,451
JIT208 (317,208}
I EH 654,889 (279.99%)
1,228,672 1188232 940,440 20,108 (20,708)
428672 1291528 931,141 £114.201 3 266,613 1357.65%
519,828 {1.1049171 (1,634,745 (4.784.8783 (1.781431) 3.003.447
150,000 (150,000} 578,822 4,165 840 3,548,018
(1,633,140 (1.613,140) (1.200.000) (1, 200.000

130,000 £1.633.140) (1,78.1400 $78.822 2,966.840 2338018

1,020,456

34.291 299

134

(2,738,057) (§3.417.885) 154.206.056]

1185409 $5.191.465
——
5,326.059

56311468
—_—

FARATRANSIT OPERATH NS

SPECIAL PRONGRAMS

PUHLIC SAFETY

i35

Vanance Variance Vanae
Potiuve Positrve Pasnive
Budges Achal (Negativel Gudget Actual {Negaine) Budpet Actual (Negann el
5232433 232431
1521,392) (521,392} 45348 45,348 527.2% 527239
$555614 489,180 Hh,354) 63,007 65031 FIF085 6,217 327,032
45,000 EEREY 16,856)
43579 4,579 154 154 177.078 177078
G631 510,611 900231 ML 342.968 599,083 1,130,534 331,449
152814 P328H4 $161,968 67,978 93,990
64,644 2700 29,514
1,429,427 1,145,623 2B} ROA 12 02)
1459 (5.854) 83,33
236315 (216,325
1.582.241 1145623 436.618 236.427 62,136 177291 764,644 §79.095 (214451}
1981 607 615012} 36,595 1239.427) 280830 520257 (165559 151439 316998
AM0000 400,000 IBE, 133 15,39¢ {172,754)
(6.269.168} 6:269.168) 153300 (33,300}
400,000 A%L000 15.269.1681 (6,269,168} 18B.153 137.501) (26854}
1 44
155%1,607) 123502 134b, 595 (!2]').421 {5,988318) (583.748.911 511594 113,518 $20.5-
128,453} 7.103.231 436,011
$163.465) 51.114.29 §368.551
—_—
(Conued)



REVENUES
Property taxes
Onher taxes
Lucenses, perru and foes
Fures, forfemumes and penalues
Use of money and property
Tnigrgovernmenial
Charges for kervices
Pension stabdizabon cevemue
Criber

Total Revenuss

EXPENDITURES

Crrrent:
Goneral g eromen
Pubhe safcly
Public works
Communty development
Culerml and recrestonal

Capual outlay

Dbt Servace.
Prmcigal
Lnterest and fiscal charges

Towal Expenditures

EXCESS (DEFICIENCY) OF REVENUES

ODVER EXPENDITURES

OTHER FINANCING SOURCES (USFS)

Proceeds from sale of propaty
Trasfers in
Transfers (oul)

Total Other Fmaacing Sources {(Uses)
NET CHARGE TN FUND BALANCES
AEGINNTNG FUND BALANCES (DEFICTTS)

ENDING FUND HALANCES {(DEFICITS

CITY OF RICHMOND
BUDGETED NON-MAKIR FUNDS

COMBINING SCHEDULES OF REVENULS, EXPENDITURES

AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

COST RECOVERY HILLTOP LMD
Vanance Vanance
Poptive Pontive
Budget Actual {Negate) Budget Actual (Negatve)
$733,015 $751,800 $18,765
$4,088,634 13,555,219 (3333,415) i 3
alal s
{7.4i3) (7.413) 14931 14831
8,731,537 3280008 {5451,511)
51371 5137 TL.000 6.049 1639511
12,820.171 6,882,364 {5.937,80T) 805,035 man (32,2241
10,791,300 8,138,83¢ 2,631,470 45182 182
51mmz 136,872 1,136,860 824,524 850,803 un
502,335 (502,335) 6,060 (6,060)
15.065.032 10.799.637 5.265.995 026,706 256,863 69,843
{3.244,861) (3,916.673) (671.812) (121,671} (84,052) 31619
$i2,700 1.563.510 1,050,810 0,499 80499
512,700 1,561,510 1050810 80,439 80,459
52.7132.161) (2.353,163) 5378, 543,172) (3,553} 537.619
— —
—i2334) itz
$2,778.497) 547,448
walBIN0Y ————
136

DEVELOPER IMPACT | |-ES

20035 PENSION OBLIGATION BONDS

GINERAL DFRT SFRVICE

510.291,33
—_—

11,036,220
—_—

Vananee Variance Varance
Posinse Pasine Pazitrve
Busdget Actual Nepative) Budgel Actas] (Negativel Budpel Acnal (Neganve)
$2.321.978 $22249M
54,828,960 544,499 ($9434470)
218,219 13279 500,000 491165 (36,615) 217,983 5217.983
4,256,300 4,156,500
310398 37.491 12.907)
4828965 562,778 (3.266.191) 5981478 6.974.813 16.415) 40,398 25544 215.076
5,618,787 2,259,597 3,319,190
1,591,164 (1.591,164)
1,575,000 1,573,000 2,380,998 2330,99%
1.437.188 1437.188 4984511 2,539,179 2425232
5618787 4.290.761 1328026 3012184 012,188 7,J65,50¢ 4940277 2425232
785,818} €3.727.983) (2.338.165) 3965290 3962655 {6.635) gqasnn {4.684,503) 2.640,308
6,111,882 6,111,882 6838325 5,631,864 (1.224,461)
(592,911} 1392.811} (1.684.908} {4.684.908) (851} (63
5518971 5518971 (4.684.908) (4.664.908) 6458328 5.631.213 (1,225,112}
($789,%18) 1,750,988 $2,580.806 §3.969.290 (722,253} _I‘SM _IM S840 £1,415.196
sl ctet —— S —
JRRILIEE 82010
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City of Richmond
June 30, 2008

NON-MAJOR ENTERPRISE FUNDS

Richmond Marina Fund records revenues collgeted from berth rentals and the use of the marina
facilities, The fund alse records expenses incurred for the operation of the facility and for the payment of
the loan fram the California Depantment of Boaling and Waterways.

Storm Sewer Fund records the revenues from storm water fees and transfers from operations reserves. It
also records the expenses of maintaining a cleun stonm sewer system s that the City is in compliance
with the federally mandated Storm Water Pollution Prevention Program,

Cable TV Fund was sct up for the administration and enforcement of the franchise agreements with twe
cable television systems, management of municipal cable channel, departimenal video services, media
and pubiic information, and (elecommunications planning. The fund records revenue reccived from
franchise fees and indirect charges to other funds and administration expenses incurred in operating the
system.
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CITY OF RICHMOND
NON-MAIOR ENTERPRISE FUNDS
COMBINING STATEMENTS OF REVENUES. EXPENSES AND
CHANGES IN FUND NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2008

CITY OF RICHMOND
NON-MAJOR ENTERPRISE FUNDS
COMBINING STATEMENT OF NET ASSETS

JUNE 390, 2008
Richmond Storm Cable Richmond Storm Cable
Marina Sewer ™ Tolal Mlarina Sewet IRy Total
ASSETS OFPERATING REVENUES
Service charges $1,604,265 $864,843 §2,469 109
Current Asseis L£ase income %484 212 484,212
Cash and investineats $3,510455 1333,812 $706,825 §4,551,092 Onher 12,886 110,080 142,966
Receivables:
Accounts 61,393 2,27% 254,618 320,290 Total (hperating Revenues 484,212 1,637,151 974,923 3096287
Interest 7,219 (2,862) 1452 3,809
OPERATING EXPENSES
Total Corrent Assets 3,581.067 133.12% 962,855 4877191 * Salarics and bepefits 1,059,340 429,216 1,588,576
General and administrzsve 136 2621415 277,974 2,905,325
Noncurten! Assets Depreciation . 90,747 999,041 46433 1,136,221
Capital assets: Cther 20% 2103
Depreciable, net 2,362,420 B.62%.194 252,692 11.184.306
Total Operating Expeners S0.ERY 4685796 853.646 5.630,325
Total Noncurrent Asscls 2,362,420 £,629,194 252692 11,184,306
Operating Incorne (Loss) 393329 (3,048 ,645) i21.278 (2.534,0W)
Total Assets 5,883,487 8,962,421 1,215,587 16061457
NONOPERATING REVENUES (EXPENSES)
LIABIEITIES Interest income 156,895 (27,522} 37,648 161,008
Interest (expense) (14%.659) £14%,659)
Curretit Liabilities
Accounts payable and accrued Nsbitnies 86,000 38416 123,416 Total Nonoperating Revenues (Expensee) 7.236 (27.532) 37.645 17,344
Tnterest payble 136,995 136,999
Compensated sbsences S0,612 47,280 97.892 rcoene (Loss) Before Translers 003565 {3,076.177} 158,923 (2.516,689)
Current portio of long term debt 57.362 57,362
Teansfers in 540,285 540.285
Toral Currena Liabilities 194,361 136,612 85.694 416,669
Net Trans{ers 5140.285 540,284
Noncwrrent Liabilities:
Advance from other funds 1,758,342 1,758,342 Change in Net Asscts 400,56% (2,515,892 158,923 (1.976,414)
toog-term debt 3.263.820 3.261.820
BEGINNING NET ASSETS 202441 9,603.361 970968 12.59.070
Tetal Noncurrent Liabilities 3,161.820 1,748,342 5022162
ENDING NET ASSETS $2.425.306 $7,067.469 §1.129.591 310,622,666
Total Lisbilitics 3,458,181 1,894,954 $5.6% 3,438,831
NET ASSETS
Invested in capital assels, net of selated debt (LG18,762) 8,029,194 252,692 1,863,124
Unrestricted 3,424,068 {L,561,725) 877,159 2,759,542
Touwl Net Assets §2.425.306 37,067,468 $1.129,891 4_
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CITY OF RICHMOXI}
NON-MAJOR ENTERPRISE FUNDS
COMBINING STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2008

Richmond Siotm Cable
Marina Sewer TV TOTAL
CASH FLOWS FROM OPERATING ACTIVITIES
Receipls from customers $4389,046 31,609,125 $6359.201 $3.057.372
Baymems to supptiers 0136) 12,350,661 (26b,27%) RIS
Payments to employces (1033 387) {531,161) (1,584, 54k)
Cash Flows from Operating Activities 4BR.9L0 11,994,921} 161.762 {1,344,251)
CASITFLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Interfimd receipts 1,758,342 1,758,342
Transfer m 540,285 540,285
Cush Flews from No ital Fi ing Activities 2,298,627 2,298,627
CASH FL.OWS FROM CAP{TAL
FINANCING ACTIVITIES:
Acquisition of capital assews | {161250) (161,249)
Repayment of leng-term borrawing (34,891) (54,891)
Interest paid {151.92) (151,923}
Cash flows from capital financing acrivites (206,814) 1 (161,250) (3680631
CASH FLOWS FROM INVESTING ACTIVITIES:
Inierest received 154,796 (24,715) 37477 167.558
Cash Flows frorn Investing Activities 154,796 (24.715) 37,477 167,558
Net Cash Flaws 436,802 278,9%0 37,989 753,871
Cash and investments at beginning of period 3,073,562 54,822 66% 836 3.797,221
Cash and investments at end of period §3.510.455 333133812 £706,825 $4.551,092
Reconcitiation of operating incame {loss) to net cash flows
frem operating activities:
Operating income (loss) $393,32¢ ($3,048,645) $121,278 ($2,534,038)
Adjustments to reconcile operating income to net cash flows
from operating activities:
Depreciation 56,747 969,041 46,433 1,136,221
Change in assets and liabilities:
Accounts receivable 4,834 {28,026) (15,723) (38913)
Accounts payable s accrued liabilities
and gther accrued expenses 76,754 11,699 88453
Cempensated absences 5953 (1,925) 4,028
Cash Flows from Operating Activities 5483910 $1.994 9231 $161,762 ($1.344,251)
—_—— =
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City of Richmond
June 30, 2008

INTERNAL SERVICE FUNDS

Internal Service Funds arc used 10 finance and account for special activities and services performed by a
designated depaniment for other departments in the City on a cost reimbursement basis.

The concept of major funds istroduced by GASD Statement 34 does not extend ¢ intemal service funds
because they do net do business with outside parties. GASI Statement 34 requires that for the Statement
of Activitics, the net revenues or expenses of cach internal gervice fund be eliminated by netting them
against the operations of the other City departments which gencrated them. The remaining balance shect
iterns are conselidated with these same funds in the Statemeny of Net Asscts.

However, internal service funds are still presented separately in the Fund financial statements. including the
funds below.

Insurance Reserves Fund is used to report activities related t0 employee™s cloims due (o industrial
injuries and activitics related to general claims against the City for damages incurred.

Information Technology Fund is used to repert activities related 10 compuler maintenance services
including networks, equipment leases and telephones.

Equipment Services and Replacement Fund is used to report aciivities related to maintenance and
replacement of City vehicles.

Police Teleccommunications Fund is used to report activities related o CAD dispatch, RMS recerds
maintenance, and 800 MHz equipment expense.

Facilitics Maintenunce Fund is used 10 reporl activities related (o the maintenance of the Cily's
facilities.
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ABSETS
Current Assets
Cash gnd iDvestmends
Restricied cash and invesmments
Receivables:
Accouls
Intceest

Prepaids and supplies

Total Current Assets
Noncument Assels

Capital assets:
Nendepreciable
Depreciable, net

Total Assets
LIABILTTIES

Curreat Lisbilites

Accounts payable end sccrued liabilities

Interest payable
Accrued claims liabilities
Cument portion of long-term debt
Tota] Cument Liabihties
Noncurrent Liabiliies
Compensated absences
Accrued claims liabilities
Lang-(enm debt
Toul Noocurent Liabilities
Total Liabilitiex
NET ASSETS (DEFICIT)

[ovested in capital assets
Unrestricted

Total Net Assets (Delicn)

CITY OF RICHMOND

INTERNAL SERVICE FUNDS
COMBINING STATEMENT OF NET ASSETS

JUNE 30, 2008
Equipment Pohee
Tnsurance Information Services and Tele- Facilities
Resorves Techmology Repl icati fai Total
316,804,550 51,687,129 $9,886,305 34118371 5769,111 §32,666,076
2,496,123 2,496,122
§.403 40,511 850 B7 472
REELL) 2242 0345 10,120 [585) 66,667
322,303 33.135 155,458
16,839,105 3,386,1(4 10,237,356 4,169,022 840,209 35,671,796
532,264 #3062 1,375,326
136,353 4,447,990 695,381 5,479,724
16,839,105 4,454,721 15,528 408 4,864,403 840,209 42,526,846
130,004 561,454 2,048,965 19,308 220,813 2.980,547
031 3031
9,615,000 9,619,000
331027 531.627
9,749,004 1,045,512 2,048,968 12,308 220,813 11,133,605
25487 200,510 88,837 142,638 259,734 717,206
10,645,000 10,645,000
1,133,369 1,133,369
10.670.487 1,331,879 88,837 142,638 259.734 12.495,575
20,419,491 2429331 2,137 805 163 946 480,547 25,629,180
868,617 5,291,052 695,381 6,895,050
(3,580,386) 1,156,713 8,099,551 4,007,076 359,662 10,042,616
($3.580,386) 52,025,330 413,390,603 34.702,457 $139.662 $16.857.666
ey =
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CITY OF RICHMOND
INTERNAL SERVICE FUNDS

COMBINING STATEMENT OF REVENUES, EXPENSES AND

OPERATING REVENUES
Charges for services-internal
Chaigts for sevvices-cxlanal
Total Operaung Revenues
OPERATING EXPENSES
Sdlaries and beoefils
General and adminisrauve
Maintenance
Depreciation
Claims losses
Other
Total Operaung Expenses
Operating Income (Loss)
NONOPERATING REVENIES (EXPENSES)
(3ain from sale of property
Irerest income
Interest expense
Total Nonoperating Revetucs [Expenses)
Income Before Trangfers
Tramafers (outy
Net Transfers
Change i NeL Assets
BEGINNING NET ASSETS (DEFICIT)

ENDING NET ASSELS (DEFICIT)

CHANGES IN FUND NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2008

FHyuipment Police
Insurance nfomuation Sarvices and Tele- Faciliies
Reserves Technalogy Replacement communications Mazintenance Teul
316,230,780 §5,755,829 §7.067,928 53,723,000 §7.807,658 540,645,792
1.437,396 1,437,396
16,210,780 5,755,829 1.062.32% 5,160,996 T.B67.658 42.08).188
600,152 1,626,853 1.538,130 3,326414 3964211 11,056,355
2,689,111 1584015 788,623 360,246 2,860,158 R2L2465
1.269 758,650 2,410,497 302,063 721,998 4194417
148,136 1,132,584 108,76% 1,426,389
7574820 7,574,820
30.163 88001 31,7107 282 156,158
10,825,502 3245 860 5007541 4,004,492 7,547,269 32,629,664
£.405.278 1.509.569 1.360.384 L.OGS 504 120,389 9,462,574
8,714 B4
717,496 247 B3¢ 430,025 130,865 (654) 1.545,563
{141.406) (L41.401)
F17.4% 106.430 338,739 130,865 (6541 1412878
6.122.774 1.6i6393 1.599.123 1.217.36% 319.7135 10.875,400
{362,700 (362.700)
(162.700) (362.700)
6E22,TH 1,253,693 15991 1,217,369 31%,735 184,512,700
(9,703,160} 771,631 11,791,480 1.485.08R 39,927 5.384,966
1$1.380.3861 52,015,330 §13.3%0.603 $4.702.457 5355662 516.597.666
e min— e i —
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C[LYA?]ZELC;]?E{FO&?\I 5 City of Richmond
INTERNAL SERVICE FUND 3
COMBINING STATEMENT OF CASH FLOWS June 30, 2008

FOR THE TEAR TNDED JUNE 30, ZUU%

PENSION TRUST FUNDS

Fqupmen Police
[osurance Information Senices end Tele- Facilizs
Reseves _ Techoolopy _ Rephicement | commumcivons  Mamtepance  Totl TRUST FUNDS are used to account for assets held by the City as a trustee agent for individuals, private
CASH FLOWS FROM GPERATING ACTIVITIES organizations, atl other governments, These funds include the following:
Receipls from customers 516,230,780 §5,256.011 37,084,570 $5,507,122 §7,832,3858 $42,501,133
l;:ymeml mmp.lo,eu m;::;;; ug:;gl; u‘ﬁé'im (3,702,119 {6,892,165) uugim Genern) Pension Fund records the activity of the General Pension Plan. a defined benetit pension plan
yteits ta supphers [LIE 1 ,448,204) (302,063) (722.289) (4350835 i foe . ot - s Pt
P o s paid (10310420 B350, G0N (10437058 that covers 29 former City employees not covered by PERS, all of whom have retired.
Cash Flows frath Operaung Achiiies 2,264, M9 1 AR7.083 3,767,034 1892840 137,181 10,495,867 Police ond Fireman's Pension Fund records the activity of the Police and Fireman's Pension Plan, a

CASH FLOWS FROM NONCAPITAL defined benefit pension plan that cavers 84 police and fire personnel empioyed priar 1o October 1964

FINANCING ACTIVITIES
Teansters (aut) (363,700 362760y Garfictd Fenshon Fund records the activity of the Garfield Pension Plan, a defined comribution pension

plan that was set up for 2 retired police chief.

Cash Flows from Noncapital Financing Activiigs (362,700 $362.700)
CASH FLOWS FROM CAPITAL AND RELATED '
FINANCING ACTIVITIES
Acquisttion of capitat msscts (611,115} (2,933 501) 615,734 4,160152)
Principal gayments on capitat debt (754,714) (154.714)
Proceeds from sake of propenty 27,396 27,356
Ioteredt and fiscal charges paid (142,327} (142,377
Cash Flows from Capital and Relatsd
Finaneing Acuvitxs {1.508,136) {2905,197) (615,734 15.029.997)
CASHFLOWS FROM INVESTING ACTIVITIES
Interest 713.137 247,304 429370 145,508 (74) 1,515,233
Cash Flows from [mvesting Actvitied 713.132 242,304 426.37% 145505 QN 1.533.233
Net Cash Flows 1477884 263,50 1.291,197 1412711 187.08% 6,642,400
Cash and itvestments at beginmng of pedod 13,326,669 3320331 B.595.108 2.655.660 952,028 28.515.296
Cash and mvestments al end of perod $16,804.550 13,583,862 $9.886 305 $4.118.371 576911 §35.162.159
————y —

Reconeiliation of aperating income (loss) to net cash flows
from operaing actvities®
Opersiing incore {lots) §5,305.378 31,509,959 $1,160.334 51,066,504 £328,389 59,462,524
Adjusiments to reconeilt opaELng moemc o net
cash flows from operaling actnibes:

Deprecintton 188,036 1,132,584 103,769 7,426,389
Change i gsscts and habiliies:
Receivables, nel 182 16,945 736,26 (45,303} 711850
Laveniones (85,589) 30749} (116,238
Accounts and other payables 9213 254,047 1321 592 £10,706) 20517 1742631
Compénsated shicoces (3,744) {65,151) 21,318 (4,753) 54,341 2811
Clavms payable (2,736.000) 12.736.000)
Cash Flows from Operuing Acuvines $2.768.749 31.887.083 33,767,934 11,802,930 3187163 $10.499.867
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CITY OF RICHMOND

STATEMENT OF PENSION TRUST FUNDS NET ASSETS

JUNE 30, 2008

PENSIGN TRUST FUNDS
Police and
General Firsman's Garfield
Pension Pension Pension Toml
ASSETS
Pension plan cash and investments:
City of Richmond invesmment pool 52,109,990 31,504,191 $150,28) $4,164.472
Locat Agency Investment Fund 182,596 182,396
Mutual Fund Tnvesiments 20,274,545 20,274,545
Interest receivable 4336 3,86 1,56% 2,768
Total Assets 2.114,326 22,182,599 334456 24,631,381
LIABILITIES
Accounts payable and accrued Liabiliti 65.192 65,192

NET ASSETS

Held in uust for employees’ peasion benefits

32,114,326
—_—
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$22,117,407
[=——

§334.456
—_——

$24,565,18%

CITY OF RICHMOND
PENSION TRUST FUNDS
STATEMENT OF CHANGES IN PENSION TRUST FUNDS NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2008

Palice and
General Fireman's Garfield
Pension Pension Pension Total
ADDITIONS
Net investment income:
Net increase (decrease) in the fair value o[ Investments $2.647 ($1.642,154) 151,633,517
Inlerest meome 89,129 801,739 13127 05,595
Invesimenl managemenl fees (213,314) (213,314)
Contiibatien rom the City 307,948 12,484 3R0,432
Contribution [rom Pension Reserve 3,000,000 5,000,600
Other 12,284 12,284
Total Additions 406,724 1,959,543 85.611 4,451 880
DEDUCTIONS
Pension benefits 709,193 4,752,448 77.37% 5,539,019
Administrative expenses B 5 9l
Totel Deductions 709274 4,762,448 71,383 5,539,110
Net [nerease (Decrease) {302,555) (792,903% 8.228 (1.087,230)
NE1 ASSETS
Beginning of year 2.416,881 22910310 326.224 25.65341%
End of year $2,133,326 522.117,407 $334.436 524,566,189
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City of Richmond
June 30, 2008

AGENCY FUNDS

AGENCY FUNDS account for assets held by the City as an agent for individuals, governmental cniitics,
and non-public organizations. These funds include the following:

Special Assessment Fund accounts for the monics collected and disbursed for land-bascd debt, where the
City is nol obligated for the debt.

General Ageney Fund accounts for assets held by the City as an agent for individuals, private
organizations, and other governmenis.

Johnsen Library Fund accounts for nonexpendable trust funds to be used to provide funding for special
Eibrary projects.

Senior Center Fund accounts for assets held by the City in an agent capacity for programs benefiting the
senior citizens residing within the City.

JPFA Reassessment Fund receives secured tax payments (from assessment rolls). and makes payments
on the JPFA Revenue Reassessment Bonds Series 2003-1,

1999 Revenue Refunding Bonds Fund reccives payinents of principal and interest on prior assessment
bonds, and makes payments on the JPFA Revenue Refunding Bonds Series 1999-A.

Payroll Benefits Fund accounts for accumulation of monies relating to employce and employer payroll
liabilities.

2006 A& B Reassessment District Fund receives payvments of principsl and interest on prior assessment
bonds, and makes payments on the JPFA Reassessment Revenue Bonds Series A and B,

5t



CITY OF RICHMOND CITY OF RICHMOND

AGENCY FUNDS AGENCY FUNDS
COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2008 FOR THE FISCAL YEAR ENDED JUNE 30, 2008
Balance Balance Balance Balance
June 30. 2007 Additiony Reductiont June 30, 2008 June 30. 2007 Additions Reductions  June 30. 2004

Sp_e:ml Assessment
JPFA Reassessment

Cash and investments $4,553.901 £1,356,082 $4.205,096 $1,704.887
Cash end investments $1,196,645 34,953,600 34,845,300 §1.309,945
Restricted cash and investments 1,326,954 675,192 651,762
Restricted cash and iy estments 1,251,591 4,478 1,236,064
[nlerest receivable 5221 3.50¢ 3221 3,505
Enterest receivable 4412 2,681 4412 2,683
Tozal Assets $3.886.076 $1355.587 $4,885.509 $2,360,154
[nvestment in reassessment hunds 8,115.000 512,300 7,582,500
Dug ta assessment disirict bandhol ders $5.886,070 $1,355,587 S4.885 509 $2.360.154
Totel Asseis $10.567.648 $4.960,76] 15282212 $10.146.197
——— eemmmae
Totak Liabihties $5.886.076 41,359,547 §4,885.509 32,360,154
_— e e mia .
—— Due Lo assesamemt districe bondholders $10,567.648 $4.960.761 55,222,212 $10.146,197
_——— s e i
Genezal Agency
1999 Revenue Refonding Bonds
Cash and investents $694.786 $549,140 $762,245 $R4 681
Cash investments 54,29542% $3.498.363 £1,297 066
Accounts receivable 6,296 631 6,296 631
Restricted eash and investments $1,777.464 699,367 2,476,811
Inzeszsi receivable 1,163 1,730 1,163 1,730
Eoterest ceceivable {52} 2667 (32} 2,667
Total Aszets $702,245 $831.501 5709.704 5841042
T Em———— o e
Total Assels §$1.777.412 55,497 461 $3,498 311 £3,776.564
Accounis payable and accrued liabilies (310 3771 02 57,13
Due o assessment distrier bondholders §1.777.412 $5497,463 $3,498,311 £3,776.504
Refundable Deposits 701,934 843,763 709.393 836,309
Total Liabilitics $702.245 3831501 $706,704 §345.042 Payroll Benelits
Cash and investments 31,967,073 $5,605,882 $5,08K,918 §5,584,057
Johnson Library
Accounts receivable 66,050 121,865 66,050 121,865
Cash and investments 18,596 $9,101 58,679 $9.018
Total Assets $5.033,123 £5.727,747 53,154 98K $5.605.882
Inzerest raceivable 14 19 L] 19
Accounts payable and accrued lisbilinss $5.033.123 §5.727.747 §5.154 988 $5.605 882
Total Asscls 38610 39.120 38,691 49,087 e
Refundable deposns $8610 $9.120 $8.693 45,037 2006 A&LP Reassessment District
Senior Center Cesh and investments §824.547 1910,90% $876,819 $4858.633
Cash and invpstments $54,000 36,2872 $1.435 £58.857 Restricted cash pnd invesiments 550,904 18,086 569,050
Interest receivable 97 §22 97 122 Interest recen able 1761 1,765 1,701 1.765
Total Assets §54,097 $6.404 §1,522 $58.079 Investment ik reassessment boads 10.7] 5,000 195,000 10,520,000
Accounts paysble and secrued hebikties $1.425 13,664 §1425 $3,664 Tota! Asscts 512,092,212 §530.736 $1,073.520  _§11.949.448
g, e e =
Refendzble Deposits 52,671 2740 97 55315 Due to assessment district bondbokters 512.091212 $930.736 51.073.520 $11,949.448
Totel Lisbilities §54.097 56,404 si522 353,979 {Continued)
(Contioued )



COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
FOR THE FISCAL YEAR ENDED IUNE 10, 2008

CITY OF RICHMOND
AGENCY FUNDS

City of Richmond
June 30, 2008

Balance Balance
Jung 30, 2007 Additions Reductions June 30. 2008
Total Agency Funds

Cash and Tvesunents 312,269,548 § 18,486,421 $19,226,86% 511,559,104
Resmicied cash 24 invedments 4,506,571 721,931 675,192 4,953,712
I[nvestrment in reassessment bonds 18,830,000 722,500 18,162,500
Accounts receivable 72,346 122,496 12,346 122,49
Tnterest receivable 12,556 12,491 12,536 12,491
Total Assets §36.121.423 419,343,339 320.714.459 334,750,303
Accounts payeble 2nd acerved Lishinties 35,034,859 15,739,144 85,156,724 £5.617,279
Refundable Deposris 163,218 855,628 7iB,183 900,561
Due to assessment district bondhoiders 30,313,348 12,748,567 14,839,552 28,232,363
Total Liabilities 515,343,335 $34.750,31

536121423
————

$20.714,459
=
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STATISTICAL SECTION

This part of the City's Comprehensive Arnmual Financial Report presents detailed information as a context for
understanding whar the information in the tinancial siatemnents, note disclosures, and rtequired supplementary
information says about the City™s overall financial health. In contrast o 1he financial section, the staristical section
information is not subject o independent audit.

Firancial Trend
These schedules contain rend information t belp the reader understand how the City's financial perforrance and well
being have changed over time:

L. Net Asseis by Component

2. Changes in Net Asscts

3. Fund Balanves of Governmental Funds

4, Changes in Fund Balance of Govermnmental Funds

Revenue Capacity
These schedules contzin informaton 0 help the reader assess the Ciy's most significant tocal revenue source, the
property tax:

1, Assessed Value and Ustimated Value of Taxable Property
2. Property Tax Rates, All Direct Overlapping Governments
3. Principal Property Tax Payers

4, Praperty Tax Levies and Collections

Debr Capacity
These schedules present information to help the rteader assess the affordability of the City’s eurrent levels of
outstanling debt and the City"s ability o issue additional debz in the futre:

Ratio of Qutstanding Nebt by Type

Revenue Bond Coverage - 1999 and 2006 Wastewater Revenue Bonds

Revenue Bend Coverage - 1996, 1999, and 2004 Pozt Tenminal Lease Revenue Bonds and Note
Bonded Debt Pledged Revenue Coverage —~Redevelopment Tax Allecation Bonds

General Bonded Debt ~ Pension Obligation Bonds

Computation of Direct and Overlapping Debt

Computation of Legal Bonded Debt Margin

N R —

Demographic and Economic Information
These schedules offer demographic and cconemic indicators to help the reader understand the environment within
which the City's financial activities take place:

. Demographic ond Economic Statistics
2, Principal Employers

Operating Information
These schedules contain service and infrastructure data to kelp the reader undersiand how the information in the Ciry's
financial report relates 16 the services the City provides and the activities it performs:

1. Full-Time Equivalent City Govemimenl Employees by Functivn
2. Operating Indicators by Function/Program
3. Capital Asset Statistics by Function/Program

Sources

Unless otherwise noted, the information in these schedules is derived from the Annual Financial Repotts for the
relevant year, The City implemented GASB Statemert 34 in 2002; schedules presenting govermmenit-wide information
include information beginnmpg in that year.
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CITY OF RICHMOND
FPrincipal Property Taz Paytry
Current Year and Nine Years Ago

1o, Lhousands),
200789 199899
Fereentage Perveminge
of Totu) City of Tatal City
Tunahle Tauanle Taasble Trasble
Assened Avened Aneved

Faapayer Typ+ of Busines Value k ¥aloe Naler Rank
Chevron USA Peooicen Coal Prodors $15,820,737 1 nm 17.807,533 1 45T%
Leanas Emerald Marna Shores Aparments 1,387,128 H 1 86% NA WA
Berler Laboratones Chemucal Production 182391 3 0 7% S3a928 z 1.65%
Dheam Fibcroptics. Semucondacions 4719238 4 D53% 17493 N'A
fuchmond Farkway Assocustes Property Management CELELE] 5 [ KA NeA
California Fais & O Ine. Food Mamufacturer ECIRTH 6 0 48% 17832 5 106%
Eass Marcime Menne Trunperatien 35,193 1 A52% Wi WA
Stephens & Siephenc LLP Rental Properies. 36483 L] asi% Nia NA
Kasser Fonndalon Hospaly Modica] Cemter 163102 ] DA% Nia WA
BP West Coast Producss Pelroleum Products 784 10 ANy N NiA
Chromiale Pubbihitg Company Medaa Cotmpany N NiA 411965 3 137%
IC1 Amencas, nc Chermical Megfacirer N KA 367,833 5 116%
Secunty Cepital Prafic Truu Real Estale bventment Trost NA N'A 430,608 1 1 36%
Saieway Storck Rewl warchoute A NiA 463 480 7 0834
Levin Meuals Corporanos Metal Products Hia L 51,732 L] T
Richrmond Manos Shores Mo N'A Kia 47 L] [ 371"

Peuolkwm snd Chenmeals Storage and

Gilenie, Rafanelle, & Nahas Dhenbuuon NA KA n,ue i 012%
Subnowal 130,574,144 17 66% $11 200270 34249,
e —mai —

Toul Net Apseased Valuation-
Faschl Year 2007-2008
Fiscal Year 1998-199¢

Source: Conma Cocta County Assdsen Fiscal Year Comiened Tax Rofls
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$13,674,612
6.366,19%

o

570.0

560.0

$50.0

Thoasaads
£
>

L3134

3260

50

PROPERTY TAX LEVIES A}

CITY OF RICHMOND

D COLLECTIONS

LAST TEN FISCAL YEARS

(In Thousands)

0.0
2004
| 1% Tax Roll (1) B Tan Callections (3) I
Percent of
Voter Total Total Tax
Fiseal 1% Tax Appsove Deht Tax Collections
Year Rall (1) Tax Rolls (2) Colleetinns (3) ta Tax Levy
1939 326,379 38,202 $34,581 100%
2000 27,341 7,782 ELRFE] 1005
08} pLAP] 9123 37,253 100%
2002 32,193 9.867 42,060 100%
2003 32,890 10,656 43,546 1060%
2004 34221 11,282 46,001 100%
2005 38,687 13,009 51,690 100%
2006 44,209 14,426 5%.638 100%
2007 58024 15,473 71497 106%
2008 34,269 13,983 48,252 100%
Source: Oity of Richmond Records
m The naximun tax rate is 194 of the assessed value or 31/3100 of the assessed value, excluding
the tax rate for debt.
[#3] Voter approved ax tol) for debt is in addition 10 the 1% rate shown in not41).
[LH] During fiscal year 1995, the County began providing the City  100% of its tax levy under an

agreement which allows the County to keep all interest and delinquency charges collected.
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CITY OF RICHMOND

REVENUE BOND COVRERAGE

1996, 1999, 1004, AND 2007 PORT TERMINAL LEASE REVENUE BONDS AND NOTE
LAST TEN FISCAL YEARS

1L.00
10.00 A
.00
L3
100
.
S0 4
300
4.0
EXL A
200
Lo 5
.10
1999 1000 2001 W02 2004 2004 2008 2006 2087 1008
Debt Service Requirements
Net Revenue
Fiscal Gross Operatlng Anallabie for
Year Reveaue (1) Expenses (2)  Debt service _ Principal intered Tatal Coverage
1999 54,458,000 32,862,000 51,586,000 $1%0,000 $189,486 3579, 486 274
2000 12,401,285 1,630,356 10,770,929 200,000 k7121 107021 10.05
2001 5,078.601 2,664,299 2,414,302 1,140,000 836379 1,976,379 1.22
2000 1,698,781 1,785,310 1913061 1,185,000 T AT 1,975017 b9
2003 2,319,180 1,618,331 700,849 1,235,000 736,77 197,776 .35
2004 249,147 1,879,276 611,871 1,290,000 686,057 ,976,057 03}
2005 5944719 1,655,877 4,188,842 1,603,385 878,351 2,482,236 1.73
2006 6,237,708 2,109972 4,027,736 1,672,140 808207 2,480,407 162
2007 5,621,400 2,106,307 3,515,091 4,823,187 643,463 5467250 ¢.64
2008 6,061,560 3,024,733 3,036,977 3,094,865 362,194 1,451,059 08R
Notes: (1) Includes all Porl of Richmend Operating Revenues, Non-operatmg [nterest Revenue, Connection Fees and

other Non-operating Revenue, ¢xcluding grants,

(2} Includes all Pon of Rickmond Op

E:

Source: City of Richmond Annual Financial Slatements
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fess Dep

Thousands

CITY OF RICHMONID
RONDED DEBI' PLEDGED REVENUE COVERAGE
TAX ALLOCATION BONDE (1)
LAST TEN FISCAL YEARS

SIR.000

19,000

S16,000 4 - - -

S13,008 - -

5 10, KM}

$7.000 4

54,000 4-

51,084 =
2001 902 2003 004 1l

DTux Increment Revenue W Debt Seevice Payment |

Tax Dbt Senice Requirements
Fiscal Increment
Vear ey enue Frincipal Interest Total Coverape
1999 $922,000 $615,000 $1,173,299 51,788,290 052
200kx 8616216 605,000 1,251,512 1856512 464
2001 1,581,600 630,000 1,711,890 2,341,896 324
2002 10,695,505 36,000 2,850,068 3,196,068 335
2003 12,010,629 £95,000 2,794,504 3,689,504 32
2004 12,835,207 2,035,000 3,491,256 5.526,256 2.3
2005 14,065,091 2,610,000 4,401,180 701,180 nl
2000 15,925,961 3,075,000 4,817,908 7,892,908 .02
2007 24,932 805 2,250,000 4,463,106 6,713,106 in
2008 26,535,184 2,345 000 4,384 236 6,704 236 196
Note: (1) Includes the 1991, 1998, 2000, 2603, 2004 and 2007 Bonds,

Source, City of Richmond Annua! Financial Surements
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51,500

518

CITY OF RICHMOND
GENERAL BONDED DERYT
PENSION ORLIGATION BONDS (1)
LAST NINE FISCAL YEARS

r T T - v —_— T v
1008 1001 2002 2003 034 2008 2008 2007 2004
|—%—General Bonded Debt per CnpilaJ
Ratlo of Generat General
Bonded Debr to Net Bonded
Fiscal Bonds Net Assevsed Assessed Value Diebt per
Year Qutstanding Vulue of Praperty of Property Caplta
2000 §36,280,000 §5,766.242,000 061% $366
2001 33,040,000 6,081 008,000 {t 54% 325
2002 31,360,000 4,965,210,000 O45% 30
200 29,660,000 7,091,306,000 ¢42% 293
2004 27,345,000 1,462,219,000 ¢.17% 275
2005 26,215,000 8,560,534,000 0.3% 255
2006 140,799,775 4,441,403,000 EA%% 1,361
2007 143 575,313 19,048,259 000 1.43% 1,388
2008 146,453,616 13,679.073,000 1.07% 1414
Note: {1} Includes the 1999 Bonds issued in fiscal year 2000, and (he 2005 Bonds issued in fiscal yeat 2006.

Saurce: City of Richmond Annual Financial Statements
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CITY OF RICHMOND

COMPUTATION OF BIRECT AND OVERLAPPING DEBRT

JUNE 30, 208

2007-2008 Assessed Valuation.
513,679,073,249

Dbt as of
av] PEN RS ¥ Applicable June 30, 2008
Bay Area Rapid Teansit Distnet Z61m% 512,486,750
Contra Costa Community ("offege District B.224% 15,205,354
West Contra Costa Unified School Dristrict 1998, 2000, 2002 and 2005 564713% 297 571 989
West Contra Costa Healtheare District Parcel Tex Obligations 52.200% 12,851,640
Fast Bpy Mumicipal Utihty Disuict 0.913% 293,345
East Bay Regional Park Dhstrict I8R1% 5,799,960
Ciry of Richmond Community Facilnies Dismict No 1998-1 100 000% 1,875,000
Crty of Richtnond 1913 Act Bonds 100 000 21,100,000
TOTAL GROSS OVERLAPPING TAX AND ASSESSMENT DERT 369,214,078
Less, East Bay Municipal Gulity District {100% se1f-supporting) 293 145
TOTAL NET OVERLAPPING TAX AND ASSESSMENT DEBT 36852240
D OB TION
City of Richmond Pont Terminal Authotity 160 000% 2,385,000
Caty of Rrchmond General Fund Obligations 100.000% 101,420,000
City of Richmond Pension Qbiigations 100 000% 133,280,133
Contra Costa County General Fund Obligations BI9TH 29,606,992
Comra Costa County Pension Obligations B.197% 40,409,980
Contra Costa County Board of Education COP B.197% 18,526
Alameda-Contra Costa Transit District COP B.00B%S 1,081,080
Contra Costs Commumniry Collage District COP B 224% 91,286
Wesi Contra Costa Unified School Disict COP 56.473% 13,979,891
TOTAL DIRECT AND OVERLAPFING GENERAL FUND OBLIGATION DERT 322,352 888
GROSS COMBTNED TOTAL DEBT 3591.586.966
WET COMBRNED TOTAL DEBT M
(G Excludes lax and revenur anticipation notes, enterprise revenue, mongage revenue and 1an allocation botds and non-bonded capital Tease
obligations.

Raliog 10 2607-08 Asscgved Yaluatiyy.
Total Net Overlapping Tax and Assessmen! Debn

Raljes to Adjust ssessed Valuati
Gross Combined Totat Debt
Net Combined Tota! DebL

Source: HAL Coren & Cone, Conten Costa Counly Assessor and Aodilor
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ASSESSED VALUATION: 9 D0%;

CITY OF RICHMONI>
DEMOGRAPHIC AND ECONOMIC STATISTICS

LAST TEN FISCAL YEARS
CITY OF RICHMOXND

COMPUTATION OF LEGAL BONDED DEBT MARGIN
JUNE 30, 2008

n m'
10 00%, N

[Rebg
Secured property assessed value, net of 7 00%)|
exempt real properry $12,791,208.000 600%)

Rillions

1999 2000 2001 2002 2003 2008 005 1006 1007 004

BONDED DEBT LIMIT {3.75% OF ASSESSED VALUE) () $479.670,300
R i Popiios 4 52f ot P [ o eona o]
AMOUNT OF DEBT SUBJECT TO LIMIT: (=i Popuaion w % of County Popuiticn] B Total Persona! Income
Total Hended Debt b 1i]
450,000 10 00%
e *— 4 o—"—.—’.
Less Tax Allocation Bonds and Sales Tax Revenue 10,000 P 1o
Hends, Certificats of Participation not subject 10 limit [ 430,000
5 (0%,
Amount of debt subject to limit ] $20.000
10,000 2 50%|
LEGAL BONDED DERT MARGIN $479,670,300 50 _ — i
99 w00 01 02 203 M4 HWS s To00 zo01 307 2003 3000 3007 1006

Total net debt —+— Per Capita Personal Incoine 8 Uncmploy meat Rate (%)

Total Net Debn Legal applicable to the limit
Fisca} Debt Applicable to Debt as a percentage
Year Limit Limt Margin of debt limit
1999 §234,566,363 0 $234,5¢6,363 000%
2000 243,580,088 V] 243,580,088 0.00% Total Per Capita Contra Cosla City
200i 251,739,525 0 257,739,525 0.00% Fiscal City Personal Personal Unemployment County Population
2002 295 066 500 ] 295,066,500 0.00% Year Population [ncame Income Ralc {%) Populatien % of County
2003 304,188,488 0 304,188,488 0.00%
2004 321,176,925 ] 321,176,925 0.00% 1999 97,800 $39.623 (B) 30% () 915,793 Jk GREL
2003 366,042 400 [ 366,044,300 0.00% 2000 79,216 4147 (B) 1% (B) 930,023 10675
2006 404,544 075 1] 404,544,075 0.00% 2001 101,118 . 44,509 (B) 1.3% (B 972,103
2007 451,169,588 0 431,169,588 000% 2002 101,076 JATRAGE TR (A 43,813 (B) 5.2% (4} SE1,600
2008 479,670,300 0 479,670,300 0.00% 2003 101,372 E TSAIE (A) 44,192 (B) 5.3% (B 994,500
2004 101,655 IS (A) 46,211 (B) 5.7% (1) 1,003,900
rabIAS 103,12 SR, 217414 (A) 4E.618 (B) 3.0% (B) 1,020,858 10 n9eg
NOTE: 2006 103,468 (1] () 4.3% (B) 1.020257 1.nsey
(a) California Government Code, Secton 43605 sets the debt limit at 15%, The 2007 101,828 "y {C) {C) 1,042,341 9.96%
Code seetion was enacted prior to the change in basing assessed value ta fitll market 2008 103,577 10 c) (C) 1,051,674 4R

value when it was previously 23% of market value, Thus, the limit shown as 3.75%
is one-fourth the limit 10 accoum for the adjusiment of showing assessed valuation
at full cash value. i i
otes: (A) Dtz notsaailable, Calculaled by multiplying City Population by Per Capital Personsl Incame.
(B} Data not avmlable for the City therefore data presented is for Contra Costa County,
(C) Data nol yet available,

Source: California State Depariment of Finance
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CITY OF RICHMOND €11 ¥ OF RICHMGSD

Principal Employ. Full-Time Equls alent €'ty Government Employees by Funrilon
rincepal Emplovers Law Five Fiseal Years
Current Year
1000 +
2007-08 0.
Percentage
Number of of Total City 8o 1
Employer Employees Ruank Employment 00 -
Crevton 'G5 AL, e, =461 3 5% hid
The Permanente Medical Group 86 1 0.8% E =
o
Wal-Mart Store 3455 350 3 0.4% o
Costeo Wholesale #482 278 4 0.3% 200 4
Califomia Autism Foundation, Ing. 250 5 0.1% 100
Macy's Hilltop 242 6 02% T T "
The Home Depot #643 209 7 0.2% DGenenl govermmen T Fubix wlery O Publc warks
O Rsthumeent Howtig Authanty ll%schmaond Housmg Authocry Port of Richmond
Veriflo Division 185 8 02% OStorm Sewer WOl TV W Convention Center
Sealy Mattress Co. 184 g 0.2%
TPMG Regiona! Laboratory 176 10 0.2%
Adopted far Fiscal Vear Ended Junc 30,
Subtotal 8121 5.3% T Y U T N T T A T
, . Function
Tota! City Day Population 97,391 General govermans 850 5 872 1040 105 %
I— Public safery 3828 o 3785 396.5 4050
- . . ; Public work: 1990 1030 1393 150.0 1540
Source: City of Richmond Community Developmen Deparinient Cumf‘mfy;m,wmm 109 Py T 0 oo
Cultural and reczeational 1216 808 T44 a2 1304
Notes: The City of Richmond did not prepare a Comprehensive Annual Housing and redevelopmen: 382 192 330 wo 410
o j g H i Richmond Housing Authogity and
Financial Repon prllur 1o fiscal year 2006, therefore, information RILA Fraperties o w0 w60 s o
for fiscat year 1998.99 is not available. Poet of Richmend 5.1 51 50 50 60
Employers exclude govemmental employees, Richmond Marina 1] (n $1] U} 1]
Municipal Sewer [83] tn 1)} 10}] 11}
Storm Sewer [£3] m m U] i}
Cable TV [13] [tH m m )
Cenventinn Center L] {1 [0)] {2 [£4]
Total 922 80 757 50 52 60) 931.20 971.90

Source: City of Richmond 13udget
Notes:
Data prior to fiscal year 2002 was not avtilable
{1) These services are provided by outside cuntractors,
{23 Crm enhion Cemer closed dunng renovation and staff moved under culural and reereational
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APPENDIX C

THE PORT OF RICHMOND
Description and Location

Immediatcly prior to the turn of the century, the Richmond area was selected as the western
terminus by the Santa Fe Railroad because of the availability of deepwater access to San Francisco Bay.
During the first half of the 20th century, the Port of Richmond (the “Port””) was developed and expanded
by private interests, the fedcral government and the City of Richmond (the “City”). The Port consists of
and comprises five City owned terminals, five dry docks and 11 privately owned terminals. There are of
32 dcep water berths with picrs, wharves and docks in the Port arca, and extensive on shore facilities to
store, scrvice and handle inbound and outbound cargoes.

At the City-owned facilities the principal cargoes handled are petroleum products, chemicals,
petro-chemicals, vegetable oils and molasses, steel products, and foreign automobiles. In addition, the
Port operates layberthing activitics, ship rcpairs, and scrapping operations, and accommodates a number
of specialized maritime activitics. Chevron U.S.A. (“Chevron”) operates cxtensive petroleum shipping
and tcrminal operations at its own facilitics on a portion of the City’s waterfront.

The Port facilities are located on approximately 600 acres of land immediately adjacent to the
Richmond harbor channels. The City owns approximately 200 acres landside, which include the seven
marine terminals which arc leased and opcrated by private lessors under leasc contract with the Port.
While the leases provide monthly rental income, revenues derived by the Port come primarily from
dockage and wharfage fees. Sec also “—Rates and Charges.” In addition to the six City owned terminals,
the Port of Richmond has 11 privately owned and operated terminals. The largest privately owned and
operated terminal in terms of volume is the Chevron terminal which handles more than 20.8 million
metric tons of general, liquid and dry bulk commodities each year. The Port of Richmond does not charge
any wharfage or dockage fecs for cargo loaded or unloaded at the privately owned terminals. However,
the privately owned terminals do contribute-to the local Richmond economy, and provide revenue to the
City and County through the levy of property taxes and other fees.

Water access from the entrance to San Francisco Bay to Richmond is provided by the federally-
maintained John F. Baldwin Ship Channel and the Richmond Harbor Channel. The Baldwin Channcl and
the Long Wharf mancuvering area at the entrance to the Richmond Harbor Channel are maintained at 45
feet Mean Lower Low Water (“MLLW?™). The Richmond Inner Harbor was deepened from 35 to 38 feet
in 1998. Land Access is provided by the interstate highway system. Transcontinental Interstate 80 leads
to Sacramento, Reno, and castward, and connects with north-south, Canada-to-Mexico, Interstate 5. The
John T. Knox Freeway, designated Interstate 580, passes through the port arca and connects Interstate 80
with the Richmond-San Rafael Bridge, which leads to north-south U.S. Highway 101. On-dock rail
service 1S provided to many port terminals by the BNSF Railway Company (“BNSF”) and the Union
Pacific Southern Pacific railways and can be quickly reached by low-cost truck service. It is only three
days to or from Chicago by rail, and five days by truck.

The Port handles a widely varied assortment of cargoes, although over 90% of the annual tonnage
15 in liquid bulk cargo, most of which is shipped through the private Chevron USA Long Wharf facility.
Principal liquid bulk cargoes are petroleum and petroleum products, chemicals and petrochemicals,
coconut oi] and other vegetable oils, tallow and molasses. Dry bulk commeodities include coal, gypsum,
iron ore, cement, logs and various mineral products. Automobiles, agricultural vehicles, stecl products,
scrap metals, and other diversified break bulk cargoes are also a significant part of the Port’s business.
The City is currently undertaking a 10-year Port expansion plan that is designed to increase the capacity
and profitability of the Port.
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Since 2004, the City has had a leasc agreement with Auto Warchousing Co. (“AWC”) for the
operation on City property of an auto importation business, which handles upwards of 100,000
automobiles per year arriving on ships from South Korea. The City 1s amending that lease agreement to
include additional operations that will handle upwards of 145,000 automobiles per year from Japan.
Private terminals are responsible for almost 95% of the Port’s annual tonnage. On dock rail service is
provided to many port terminals by BNSF and the Union Pacific. The Port, together with the BNSF
opcrations, serves as an intermodal rail facility. Interstate 580 has enhanced truck access to the Port. Sce
also “THE 2009 PROJECT.”

Administration

The Port of Richmond is a public enterprise fund established by the City and is administered as a
department of the City. Operations include the marine terminal facilities and commercial property
rentals. The financial statements are included as an enterprise fund in the gencral purpose financial
statement of the City. The City Council acts as the governing board of the Port, and scts the Tariff which
details the rates, charges, rules and regulations applying at the Port owned municipal terminals. Resumes
of the k¢y administrative staff of the Port are set forth below,

The Port Depariment is managed by the Port Director who reports to the City Manager, who in
turn reports to the City Council. The City Council is comprised of a directly elccted Mayor and cight
City Councilmembers. The Mayor and Councilmembers are elected by the voters of the City of
Richmond for four-ycar terms with the Mayor and four Councilmembers clected at one election and the
three other Councilmembers elected at elections two years after (mid-term) the Mayor’s clection. The
Port Department administers the City of Richmond owned marine terminal facilities on the City shorcline
by acting as the landlord to the terminal lessees. The City Council in cffect acts as a Board of Port
Commissioners.

James C. Matzorkis, Executive Director. James C. Matzorkis became Port Director in 2001. He
is responsible for the overall management and operation of the Port. From 1998 to 2001, Mr. Matzorkis
served as the Marketing Manager at the Port. Mr. Matzorkis has been in the Maritime Industry since
1981. His cxperience includes management of stevedoring and terminal operations, international and
domestic vechicle distribution, sales and marketing, and business planning and development. Mr.
Matzorkis has a Bachelor of Arts degree in Business Administration from the University of Maryland, is
on the Board of Directors of the Bay Planning Coalition and is on the Exccutive Advisory Committec of
the California Association of Port Authorities.

Norman K. Chan, Port Administrator. Norman K. Chan has over 25 years of enginecering
experience relatcd to marine construction. He received his Associaic Degree from City College of San
Francisco in Architectural Technology and a Bachelor’s Degree from California State Umversity,
Sacramento in Construction Engincering. Prior to joining the Port, Mr. Chan worked for a private
construction company in Sacramento. His current responsibilities include budgeting, property
management, engincering, maintcnance and capital improvements,

Tom Wilson, Port Maintenance Manager. Tom Wilson is responsible for the maintenance of
five City-owned marine terminals. He also acts as the field project manager and Port Security Officer.
Mr. Wilson has a Bachelor of Science in Elecirical Engineering from the Virginia Military Institute, His
profcssional experience spans eight years as a Surface Warfare Officer in the United States Navy, nine
years as Port Captain at Marin Tug and Barge based out of Richmond California and since February 1997
has been at the Port.
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Facilities

Terminals and Dry Docks. Richmond has 32 miles of shoreline along the northern and castern
rcachcs of San Francisco Bay. There are six City-owned terminals and five dry docks. These tenant
operated terminals handle a wide range of Liquid commoditics, automobilcs, stecl products and other
diversified cargoes. The Port of Richmond also encompasses 10 privately owned terminals handling bulk
liquid, dry bulk maierials, metals, and break-bulk cargoes. A description of the City-owned terminals
follows:

Terminal 2. This Terminal is comprised of approximately cight acres located at 1145 Harbour
Way South and docking with berthing depth of approximately 35 feet below MLLW for vessels up to 720
fect in length. Tcrminal 2 1s cquipped with a 50 foot by 45 foot concrete wharf, a 225 foot by 45 foot
timber wharf and two warchouses with a total of approximately 140,000 squarc feet for storage and
distribution of liquid bulk commodities. This Terminal also features a rail connection to the BNSF
railway line.

Terminal 3. This Terminal is comprised of approximately 20 acres located at 1411 Harbour Way
South and docking with berthing depth of approximately 35 fcet below MLLW for vessels up to 1,000
feet in length. Terminal 3 is equipped with a 1,009 foot by 105 foot concrete wharf and an approximately
80,000 squarc foot warehouse for import, storage and distribution of break bulk, projcct cargo, and
containers. This Terminal also features two 37 short ton wharf-side container cranes.

Terminal 4. This Terminal is comprised of approximately 37 acres located at 2101 Westemn
Drive and is has berthing facilities for vessels up to 1,000 feet at a MLLW of 28 feet at dockside.
Terminal 4 is cquipped with a 1,000 foot by 25 foot concrete wharf and an approximately 12,000 square
foot transit shed. This terminal also features a rail connection to the BNSF railway line

Point Potrero Marine Terminal (Terminals S, 6 and 7). This terminal is comprised of
approximately 130 acres located at 1301 Canal Boulevard and has docking facilities for vessels up to 500
feet at Terminal 5, 400 feet at Terminal 6 and 1,000 feet at Terminal 7 with berthing depths varying from
20 to 35 fect below MLLW. The Point Potrero facility consists of two 2,300 foot by 135 foot concrete
wharves, two 550 foot by 50 foot concrete piers, one 750 foot by 100 foot and four 575 foot by 100 foot
graving docks and two warchouses with a total of approximately 140,000 square feet for import, storage
and distribution of autos, break bulk and dry bulk. This Terminal also features a rail conncction to the
BNSF railway line with 11 rail car spots.

(Remainder of this Page Intentionally Left Blank)
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The following tables sct forth the principal customers of the Port for the last five Fiscal Ycars by

revenue and by tonnage.

Table C-1
Port of Richmond
City Owned Terminals
Principal Customers by Revenue

Name 2003-04 2004-05 2005-06 2006-07 2007-08
AutoWarchousing Co. N/A  $2,525,108 $£2,827,750  $2,564.484 $2,301,471
SSA/Matson 484,201 78,690 2,216,094" 1,085,305 1,105,415
ISS Marinc Scrvice 143,728 203,387 290,408 317,836 400,290
Foss Marine 118,050 111,117 111,963 168,223 289,849
Marinc Spill Response 254,780 207,442 217,019 248,707 260,156
California Oils 283,010 230,612 204,216 206,145 206,803
Translogix, LLC N/A 201,292 147,970 197,480 161,874
Barwill N/A 142,822 114,745 145,370 161,239
Tutor-Saliba Corporation 255,560 314,892 N/A N/A N/A
Agra Foundations 393,347 160,549 N/A N/A N/A
SUBTOTAL 1,539,329 4175911 6,130,166 4,933,555 4,887,102
All Other 951,818 1,737,561 0 459.071 1.347.526
TOTAL 52,491,147 $§5,913,472 $6,130,166  §5,392,626 $6,234,628
Percent change - 137% 4% (12%) 16%
+ Includes revenues collected from prior years
Source; Port of Richmond.
Table C-2
“Port of Richmond
City Owned Terminals
Principal Customers by Tonnage
{Metric Tons)

Name 2003-04 2004-05 2005-06 2006-07 2007-08

California Oils 82,975 94,670 82,508 116,165 128,402

Stevedoring Services 38,723 115,654 60,742 32,707 43,850

Auto Warehousing Co. 580 151,166 174,874 182,732 174,330

TOTAL 122,278 361,490 318,124 331,604 346,582

Percent Change - 66% (14.0%) 4% 5%

Source: Port of Richmond

Privately Owned Terminals. There are also 10 privately owned terminals for handling bulk
liquid, dry bulk matcrials, metals and break-bulk cargo located at the Port from which the Port collects
tariffs. Sec “—Rates and Charges.” These terminals are owned by: BP-West Coast Product Co., Chevron
U.S.A, Products Co., Conoco Phillips Richmond Terminal, International Matex Tank Terminals, Kinder
Morgan, Levin-Richmond Terminal, Manson Construction Co., Natlonal Gypsum Co., Pacific Atlantic
Terminals and Sims America.
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Cargo

The Port of Richmond handles bulk liquid, break buik and vehicles as its primary cargocs. Bulk
liquid cargo includes petrolcum products, chemicals and petro-chemicals, coconut oil, vegetable oils,
tallow and molasses. Dry bulk commoditics include coal bauxite, gypsum, iron, ore, cement logs, and
mineral products. Automobiles, agricultural vehicles, steel products, scrap metals arc also significant.
The following table shows a five year history of cargo tonnage and vesscl landings for the Port of
Richmond City owned terminals.

Table C-3
Port of Richmond
City Owned Terminals
Cargo Tonnage and Vessel Landings
Fiscal Years

(Metric Tons)
2003-04 2004-05 2005-06 2006-07 2007-08
Vegetable Oils 82,975 94,670 82,508 116,165 128,402
Vehicles and Parts 39.303 266.820 235,616 215.439 118,180
TOTAL 122,278 361,490 318,124 331,604 346,581
Number of Vessel Landings 42 108 127 103 101

Sowrce: Port of Richmond.
Rates and Charges

Qverview. While cach of the 11 State public ports, including the Port, control their individual
charges and tariff structures, these ports cooperate in sctting tariff rates through membership in the
California Association of Port Authorities (“CAPA™}). CAPA was established in 1940 to promote the
interests of the State’s ports, maintain the formal agreements on behalf its member ports with the Federal
Maritime Commission (the “FMC”) and provides regular communication with the FMC and other
national interests. CAPA strives to ¢stablish and maintain reasonable ad, as far as practicable, uniform
terminal rates, charges, classifications, rules and regulations for the handling and movements of domestic
and forcign waterborne cargo. Tariffs cover assignment of marine terminal facilitics as well as other rate
and provisions for vessel dockage, wharfage, wharf storage, wharf demurrage (the detention in port of a
vessel by the shipowner, as in loading or unloading, beyond the time allowed or agreed upon), container
cranc rental and other miscetlaneous charges necessary for the orderly movement of cargo. CAPA is
cxempt from federal antitrust laws in connection with its cooperative rate-setting. If CAPA declines
approval of any member’s proposed rate, such member may still act independently with regard to its
specific tariff structure by giving a written 10 day notice to CAPA. Upon receipt of such notice CAPA
may consult with other CAPA members and make advisory, but purcly non-binging rccommendations.
Federal, Statc and local governmental entitics also have the ability to impose additional charges on
various port activities,

In addition to the tariffs, the Port negotiates other charges (i.e. rentals and leases of Port property)
that are not within the purview of CAPA but must be fixed and filed with the FMC, on a case-by-case
basis. The Port sets such charges based on its labor costs, competition, the amount of equipment and
investment required and long-term business considerations.

Management of the Port estimates that the tanff charges constitute approximately 78% of the
Port’s revenues from cargo operations.
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Grant Funding

The Port receives grants from federal, State and local entitics for various port related projects,
including security projccts relating to federal and State requirements. The Port, along with the ports of
Qakland, San Francisco and Stockton is part of the Tier Onc Port Arca for purposes of allocating federal
Port Security Grants, which arc granted in a series of rounds. The Port has reccived grants from the
Office of Homeland Security, the Transportation Security Administration, the State, Association of Bay
Arca Governments and the Bay Conservation and Devclopment Commission in the aggregate amount of
$3.8 million to implement increased sccurity measurcs, bay trail design and expansion, and wharf
removal.

Master Planning

Strategic Business Plan. In May 2007, TransDevelopment Group prepared a strategic business
plan (the “Business Plan”) analyzing the Port in relationship to the growing global markets The Business
Plan was presented The Business Plan and contains recommendations for maximizing the strengths and
infrastructure of the Port, addresses the current state of the Port and recommends future opportunitics for
handling local and regional cargos. The recommendations contained in the Business Plan, include,
among other recommendations, e¢xpanding rail access within the Point Potrero facility and leveraging the
existing business basc to cxpand the capacity of the Port as a point of entry for import vehicles (sec “THE
PROJECT™), guiding the private sector investment toward “green” operations, and promoting planned
development of land-side and terminal resources.

Capital Improvement Plan. The Port maintains multi-year capital plans for budgeting and
planning purposes. These plans are periodically revised by Port staff and approved by the City based
upon available funding sources, anticipated capital necds, and project priority.

The most recent revision to the five-year Capital Plan corresponds to the period between Fiscal
Year 2009-10 through Fiscal Year 2012-13 and includes an aggregate of approximately $74.9 million in
projccts. Of this total, approximately $5.9 million is expected to be funded with grants, $31 million is
expected to be funded from opcrating revenues and approximately $38 million is expected to be financed
through the issuance of new debt. The Capital Plan includes the 2009 Project, land and Terminal
improvements, wharf improvements, paving and improvements to Port office facilities.

Competition

The Port competes for cargo with the other ports in the San Francisco Bay Arca located in
Benicia, Oakland, Redwood City, Sacramento, San Francisco and Stockton and with other modcs of
transportation.  This principally occurs when shippers medify distribution systems to integratc an
intermodal segment more efficiently, principally rail and truck.

Budgetary and Financial Procedures

Maintenance, operations and capital expenditures costs and debt service requirements of the Port
are developed annually by the Port Director. These estimates/projects are submitted as expenditures plan
to the City Council prior to June 1 of the fiscal year. The City Council then conducts a public hearing to
reccive comments regarding the proposed expenditure plan. The City Council also holds an in-depth
study session of the proposed expenditures plan with management of the Port. Prior to July 1, the City
Councll adopts the expenditure plan, as adjusted in the study session, as the budget of the Port.

The City Manager is authorized by the City Council to transfer budget amounts as needed
between expenditure categories within the Port enterprise fund. However, revisions that increase the total
budgeted expenditures of such fund must be taken to the City Council for approval.
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Outstanding Port Obligations

The Port has outstanding $2,385,000 principal amount of Port Terminal Lease Revenue
Refunding Bonds, Series 1999A which mature on Junc 1, 2009. Funds sufficient to repay these bonds are
on deposit with the bond trustee. These bonds will be repaid prior to the delivery of the Serics 2009
Bonds and the pledge of subordinated Net Revenues will have terminated. The Port also owes the
General Fund $17.04 million for advances made by the City to fund Port obligations in the past.

Financial Statements

The financial statcments of the Port are included as a Major Proprietary Fund of the City.

The Port allocates to cach of its revenue divisions {Aviation, Maritime and Commercial Real
Estate) expenses dircctly related to their respective operations. In addition, the Port annually allocates
indircct costs to those divisions based on a cost allocation plan. Allocated indirect costs include general

operating expenses, maintenance, advertising and promotion, administrative expenscs, depreciation and
amortization and intercst expense.

(Remainder of this Page Intentionally Left Blank)
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Historical Net Port Revenues

The following table sets forth the statcments of revenues and expenses of the Port for the last five
Fiscal Years, which have been summarized from the financial statements of the City.,

Opcrating Revenues
Marina Berth Rentals
Service Charges
Lease Income
Reimbursement for Dredging
Other

TOTAL OPERATING REVENUES

Operating Expenses
Salaries and Wages
General and Administrative
Maintenance
Depreciation
Other
TOTAL OOPERATING EXPENSES

Opcrating Income (Loss)

Net Revenues (excludes depreciation)

Table C-4

Historical Net Port Revenues

Fiscal Years Ending June 30

2003-04 2004-05 2005-06  2006-07 2007-08
$268,368  $119,844  S$136200  $186,216  $170,331
2,051,026 5,793,628 4,611,293 3469371 4,321,085
100,653 1,372,664 1,737,039 1,444,088
71,100 _ 10,009 - (35.378)
$2,491,147 $5913,472 $6,130,166 $5,392.626  $5,900,126
$659,414  $505,137  S$682,846  $735,394  $837,443
939,548 677,074 855,095 1,345,398 2,129,592
17,685 1,287 2,988 22,075 50,661
262,629 382,379 686,352 908,726 919,326
- - 1,350 3.440 7.037
$1,879,276 $1,655,877 $2,228,631 $3,015,033  $3,944,059
$611,871  $4,257,595 $3.901,535 $2,377,593  $1,956,067
$874,500 $4.639.974 $4,587,887 $3.286,319  $2,875,393

t Amounts paid to settle a dispute with respect to a lease agreement.
Sources: Audited Financial Statements of the Cinv—-Major Enterprise Funds—Port of Richmond for periods ending June 30, 2004

through June 30, 2008,
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APPENDIX D

SUMMARY OF CERTAIN PROVISIONS OF THE PRINCIPAL LEGAL DOCUMENTS

Certain provisions of the Facilities Lease, the Site Lease and the Trust Agreement, not previously discussed
in this Official Statement, are summarized below. These summaries do not purport to be complete or definitive and
are gqualified in their entirety by reference to the full terms of the documents.

CERTAIN DEFINITIONS

The following are definitions of certain of the terms defined in the Facilities Lease or the Trust Agreement,
to which reference is hereby made. The following definitions are equally applicable to both the singular and plural
forms of the terms defined herein. Capitalized terms not otherwise defined berein will have the meaning assigned to
such term in the Trust Agreement or, if not defined therein, in the Facilities Lease.

“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.

“Additional Payments™ means all amounts payable to the Authority or the Trustee or any other person from
the City as Additional Payments pursuant to the Facilities Lease.

“AHM” means the American Honda Motors Co., Inc.

“AHM MAG Agreement” means that certain Minimum Annual Guaranty Agreement, dated as of
June 12, 2009, by and among the City, AHM, and AWC,

“AWC"” means the Auto Warehousing Co., a corporation organized and existing under and by virtue of the
laws of the State of Washington.

“AWC Payments” means paymenis payable to the City under the Operating Lease.

“Annual Debt Service” means, for each Bond Year, the sum of (1) the interest (including any compound
interest) payable on all Outstanding Bonds in such Bond Year, assuming that all Outsianding Serial Bonds are
retired as scheduled, (2) the principal amount of all Qutstanding Serial Bonds maturing by their terms in such Bond
Year {logether with the redemption premiums, if any, thereon), and (3) the minimum amount of such Outsltanding
Term Bonds required to be paid or called and redeemed in such Bond Year.

“Average Annual Debt Service” means the average Bond Year Annual Debi Service over all Bond Years.

“Authority” means the Richmond Joint Powers Financing Authority created pursuant to the Act and its
successors and assigns in accordance herewith.

“Base Rental Payments” means all amounts payable to the Authority from the City as Base Rental
Payments pursuant to the Facilities Lease.

“Base Rental Payment Date” means the dates on which the Base Rental Payments shall be due as set forth
in the schedule of Base Rental Paymenis attached to the Facilities Lease.

“Base Rental Payment Schedule” means the schedule of Base Rental Payments payable to the Authority
from the City pursuant 1o the Facilities Lease and attached thereto.

“BNSF Agreement” means that certain Reimbursement Agreement, dated as of May 15, 2009, by and
between the City and BNSF Railway Company providing for the construction of a portion of the BNSF Rail
Improvements and continuing rail service to the Facilities.



“BNSF Rail Improvements” means those cerlain improvements to rail facilities owned by BNSF Railway
Company that are to be funded with a portion of the proceeds of the Series B Bonds pursuant to the Operating Lease
and the BNSF Agreement.

“Bond Counsel” means a firm of recognized standing in the field of obligations, the interest on which is
excluded from gross income for purposes of federal income taxation.

“Bond Year” means the twelve-month period ending on July 1 of each year to which reference is made,

“Bonds” means, collectively, the Richmond Joint Powers Financing Authority Point Potrero Lease
Revenue Bonds, Sertes 2009A and the Richmond Joint Powers Financing Authority Point Potrero Taxable Lease
Revenue Bonds, Series 2009B issued and so designated by the Authority under and pursuant to the Trust
Agreement.

“Business Day” means any day other than a Saturday or Sunday or day upon which the Trustee is
authorized by law to remain closed.

“Certificate of the Authotity” means an instrument in writing signed by or on behalf of the Authority by its
President, Vice President, Executive Director or Treasurer/Auditor, or by any other officer of the Authority duly
authorized by the governing board of the Authority to sign documents on its behalf of the Trust Agreement.

“City” means the City of Richmond, a municipal corporation duly organized and existing pursuant 10 its
charter and the Constitution of the State.

“City Site Lease” means that lease, entitled “Site Lease™ dated as of July 1, 2009, by and between the City,
as lessor, and the Authority, as lessee, as originally executed and recorded or as it may from time to time be
supplemented, modified or amended pursuant to the provisions thereof and of the Trust Agreement.

“Code” means the Internal Revenue Code of 1986, as amended, or any successor statute thereto, and any
regulations promulgated thereunder.

“Continuing Disclosure Agreement” means that Continuing Disclosure Agreement dated as of the date of
issuance of the Bonds, as originally executed or as it may from time to time be supplemented, modified or amended
pursuant to the provisions thereof,

“Costs of Issuance” means all items of expense directly or indirectly payable by or reimbursable 1o the City
or the Authority and related to the authorization, execution and delivery of the Site Lease, the Facilities Lease, the
Trust Agreement, the Continuing Disclosure Agreement and the sale of the Bonds, including, but not limited to,
costs of preparation and reproduction of documents, costs of rating agencies and costs 1o provide information
required by rating agencies, filing and recording fees, initial fees and charges of the Trustee, legal fees and charges,
consultants and professionals, fees and expenses of the underwriter, fees and charges for preparation, execution and
safekeeping of the Bonds, fees of the Authority and any other cost, charge or fee in connection with the original
execution and delivery of the Bonds.

“Costs of Issuance Fund™ means the fund by that name established pursuant 1o the Trust Agreement.

“Demised Premises” means that certain real property sitvated in the City, described in Exhibit A-1 attached
to the Facilities Lease and made a part thereof, or any real properly substituted for all or any portion of such
property in accordance with the Facilities Lease and the Trust Agreement; subject, however, to any conditions,
reservations and easements of record known to the City.

“Enterprise” means the City’s entire port and harbor property, facilities and equipment, including the Port
Enterprise Facilities and all additions, exiensions and improvements which may be thereafter made thereto, but
excluding any Special Facilities.



“Event of Default” shall have the meaning specified in the Facilities Lease.

“Facilities” means, collectively, (i) the buildings and other facilities existing on the Demised Premises
described in Exhibit A-2 atlached to the Facilities Lease, and (ii) the portions of the 2009 Project located on the
Demised Premises.

“Facilitics Lease” means the Facilities Lease, dated as of July 1, 2009, between the Authority and the City,
as originally executed and as it may from time to time be amended or supplemented pursuant to the provisions
thereof and any such amendment or supplement.

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

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

“Independent Certified Public Accountant” means any certified public accountant or firm of such
accountants duly licensed and entitled 1o 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 --

1)) is in fact independent according to the Statement of Auditing Standards No. 1 and not under the
domination of the Authority;

2) does nol have a substantial financial interest, direct or indirect, in the operations of the Authority;
and

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

“Information Services” means Financial Information, Inc., Daily Called Bond Service, 30 Montgomery
Street, 10th Floor, Jersey City, New Jersey 07302, Attention: Editor; Mergent/FIS, Inc., 5250 77 Center Drive,
Suite 150, Charlotie, NC 28217, Attn: Called Bond Department; and Standard & Poor’s 1.J. Kenny Drake, Inc., 55
Water Street, New York, NY 10041-0001, Attention: Notification Department; and, in accordance with then
current guidelines of the Securities and Exchange Commission, any other information services providing
information with respect to called bonds that the Authority may designate in a Certificate of the Authority delivered
to the Trustee.

“Insurance Consullant” means an individual or firm employed by the City, including the Risk Manager of
the City, that has personnel experienced in actuarial methodology in the field of risk management.

“Interest Payment Date” means a date on which interest is due on the Bonds, being January 1 and July 1 of
each year to which reference 1s made, commencing on January 1, 2010,

“Joint Powers Agreement” means the Joint Exercise of Powers Agreement by and between the Cily and the
Redevelopment Agency of the City of Richmond, dated December 1, 1989, as originally executed and as il may
from time 1o time be amended or supplemented pursuant to the Trust Agreement and thereof.

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

“Net Port Revenues™ means Net Revenues as defined in the Ordinance; provided that “Net Port Revenues”
shall expressly exclude Speciat Facility Revenue.

“Operating Lease” means the operating lease, entitled “Second Amended and Restated Lease Agreement”
and dated as of May 19, 2009, by and between the City and AWC,



“Opinion of Counsel” means a written opinion of counsel of recognized national standing in the field of
law relating to municipal bonds, appoinied and paid by the Authority or an opinion signed by an attorney or firm of
attorneys (who may be counsel to the City) selected by the City.

“Ordinance™ means Ordinance No. 27-08 N.8. of the City, as adopted on November 25, 2008.

“Outstanding,” when used as of any particutar time with reference to Bonds, means (subject fo the
provisions of the Trust Agreement) all Bonds except

N Bonds theretofore cancelled by the Trustee or surrendered to the Trustee for cancellation;

(2) Bonds paid or deemed to have been paid within the meaning of the provisions of the Trust
Agreement; and

3) 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.

“Permitted Encumbrances” means (1) liens for general ad valorem taxes and assessments, if any, not then
delinquent, or which the City may, pursuant to the Facilities Lease, permit to remain unpaid; (2) easements, rights of
way, mineral rights, drilling rights and other rights, reservations, covenants, conditions or restrictions which exist of
record as of the date of recordation of the Facilities Lease in the office of the City Recorder of the City and which
the City certifies in writing will not materially impair the use of the Demised Premises; (3) the Site Lease, as it may
be amended from time to time; (4) the Facilities Lease, as it may be amended from tlime to time; (5) the Trust
Agreement, as it may be amended from time to time; (6) any right or claim of any mechanic, laborer, materialman,
supplier or vendor not filed or perfected in the manner prescribed by law; (7) easements, rights of way, mineral
rights, drilling rights and other rights, reservations, covenants, conditions or restrictions to which the Authority and
the City consent in writing and certify to the Trustee will not materially impair the leasehold interests of the
Authority or use of the Facilities by the City; and (8) subleases and assignments of the City which will not adversely
affect the exclusion from gross income of interest on the Series A Bonds.

“Permitted Investmenis” means to the exient permitied by State law, the following obligations which may
be used as permitted investments for all purposes, including defeasance investments in refunding escrow accounts:

{1 Cash deposits (insured at all limes by the Federal Deposil Insurance Corporation or otherwise
collateralized with obligations described in the nexi paragraph).

(2) Direct obligations of (including obligations issued or held in book entry form on the books of the
Department of Treasury) the United Siates of America. In the event these securities are used for defeasance, they
shall be nen-callable and non-prepayable.

3 Obligations of the following federal agencies so long as such obligations are backed by the full
faith and credit of the United States of America.

U.S. Export-Import Bank (Eximbank)

Rural Economic Community Development Administration
Federal Financing Bank

General Services Administration

U.S. Maritime Administration

U.S. Department of Housing and Urban Development (PHAs)
General Services Administration

Small Business Administration

Government National Mortgage Association (GNMA)
Federal Housing Administration

Farm Credit System Financial Assistance Corporation
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4) Direct obligations of any of the following federal agencies which obligations are not fully
guaranteed by the full faith and credit of the United States of America:

a. Senior debt obligations rated in the highest long-term rating category by at least two
nationally recognized raling agencies issued by Fannie Mae or Federal Home Loan Mortgage Corporation
(FHLMCQ).

b. Senior debt obligations of the Federal Home Loan Bank System.

(5) U.S. dollar denominated deposit accounts, federal funds and bankers® acceptances with domestic
commercial banks which either (a) have a rating on their shori-term debt obligations rated in the highest short-term
rating category of al least two nationally recognized rating agencies, {b) are insured at all times by the Federal
Deposit Insurance Corporation, or (c) are collateralized with direct obligations of the United States of America at
102% valued daily. All such certificates must mature no more than 360 days after the date of purchase. (Ratings on
holding companies are not considered as the rating of the bank).

(6) Commercial paper which is rated at the time of purchase in the highest short-term rating category
of at least two nationally recognized rating agencies and which matures nol more than 270 days after the date of
purchase.

(7 Investments in (a) money market funds subject to SEC Rule 2a-7 and rated in the highest short-
term rating category of at least (wo nationally recognized rating agencies including any such funds for which the
Trustee or an affiliate provides investmeni management or other services and (b) public seclor investment pools
operated pursuant to SEC Rule 2a-7 in which the Authority’s deposit shall not exceed 5% of the aggregate pool
balance at any time and such pool is rated in one of the two highest shori-lerm rating categories of at least lwo
nationally recognized rating agencies.

(8) Pre-refunded municipal obligations defined as follows: The Bonds or other obligations of any
state of the United States of America or of any agency, instrumentality or local governmental unit of any such state
which are not callable at the option of the obligor prior 10 maturity or as to which irrevocable instructions have been
given by the obligor to call on the date specified in the notice; and

a, which are rated, based on an irrevocable escrow account or fund (the “escrow™), in the
highest long-term rating category of at least two nationally recognized rating agencies; or

b. which are fully secured as to principal and interest and redemption premium, if any, by
an escrow consisting only of cash or direct obligations of the United States of America, which escrow may
be applied only to the payment of such principal of and interest and redemption premium, if any, on such
bonds or other obligations on the maturity date or dates thereof or the specified redemption date or dates
pursuant to such irrevocable instructions, as appropriate, and which escrow is sufficient, as verified by a
nationally recognized independent certified public accountant, to pay principal of and interest and
redemption premium, if any, on the bonds or other obligations described in this paragraph on the maturity
date or dates specified in the irrevocable instructions referred to above, as appropriate.

9 General obligations of states with a shori-term rating in one of the two highest rating categories
and a long-term rating in one of the two highest rating categories of at least two nationally recognized rating
agencies. In the event such obligations are variable rate obligations, the interest rate on such obligations must be
reset not less frequently than annually.

{10) The Local Agency Investment Fund administered by the State of Califorma.

The value of the above investments, other than cash, shall be determined as follows:

“Value,” which shall be determined as of the end of the month, means “fair market value,” which
may be determined using a computer pricing service including any service contained in the



Trustee’s accounting system, provided that the Trustee shall not be liable for any error made by
any such service.

“Port Revenue Fund™ means the fund by that name established pursuant io the Trust Agreement.
“Port Obligations™ means Port Obligations as defined in the Ordinance,

“Port Enterprise Facilities” means those certain facilities, including wharves, warehouses, cranes and other
equipment, support buildings, fencing and security improvements, lighting, rail improvements and appurtenant and
ancillary facilities owned by the City and operated by or under contract from the City as a part of the Enterprise.

“Project Fund” means the fund by that name established pursuant to the Trust Agreement.
“Rebate Fund” shall have the meaning given in the Tax Certificaie.

“Record Date” means with respect to an Interest Payment Date, the fifieenth calendar day of the month
immediately preceding such Interest Payment Date.

“Rental Payment Period” means the twelve month period commencing June 15 of each year and ending the
following June 14; provided, that the first Rental Payment Period shall commence on the date of issuance of the
Bonds and end on June 14, 2010.

“Representation Letter” means the blanket letter of represeniations dated December 5, 1995 to The
Depository Trust Company, New York, New York.

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

“Reserve Requirement™ means, as of any date of calculation by the Authority, an amount equal to the lesser
of (i) ten percent (10%) of the initial aggregate principal amount of the Bonds, {ii) one hundred twenty-five percent
(125%}) of the Average Annual Debt Service on all Outstanding Bonds, or (iii) Maximum Annual Debt Service on
all Qutstanding Bonds,

“Revenues” shall mean, as the case may be, each or all of the revenues in the Section entitled “SECURITY
AND SOURCES OF PAYMENT FOR THE SERIES 2009 BONDS — Pledge of Revenues” in the Official
Statement.

*Securilies Depositories” means: The Depository Trust Company, 55 Waler Street, 50th Floor, New York,
N.Y. 10041-0099 Attn. Cali Notification Department, Fax (212) 855-7232, or, in accordance with then-current
guidelines of the Securities and Exchange Commission, such other addresses and/or such other securities
depositories, or no such depositories, as designated by the Authorily to the Trustee.

“Serial Bonds™ means the Bonds, maturing in specified years, for which no Sinking Fund Payments are
provided.

“Series A Bonds” means Richmond Joint Powers Financing Authority Point Potrero Lease Revenue Bonds,
Series 2009A issued pursuant to the Trust Agreement.

“Series A Capitalized Interest Subaccount” means the account by that name established pursuani 10 the
Trust Agreement.

“Series A Costs of Issuance Account” means the account by that name established pursuant 1o the Trust
Agreement.

“Series A Project Account” means the account by that name established pursuant to the Trust Agreement.



“Series A Term Bonds” means the Series A Bonds which are payable on or before their specified maturity
date or dates from Sinking Fund Payments established for that purpose and calculated to retire such Series A Bonds
on or before their specified maturity date or dates.

“Seriecs B Bonds” means Richmond Joint Powers Financing Authority Point Potrero Taxable Lease
Revenue Bonds, Series 20098 issued pursuant to the Trust Agreement.

“Series B Capitalized Interest Subaccount” means the account by that name established pursvant to the
Trust Agreement.

“Series B Costs of Issuance Account” means the account by that name established pursuant to the Trust
Agreement.

“Series B Project Account” means the account by that name established pursuant to the Trust Agreement.

“Series B Term Bonds” means the Series B Bonds which are payable on or before their specified maturity
date or dates from Sinking Fund Payments established for that purpose and calculated to retire such Series B Bonds
on or before their specified maturity date or dates,

“Site Lease” means, collectively, the City Site Lease and the SPA Site Lease.

“Spectal Facilities” shall have the meaning specified in the Trust Agreement,

“Special Facility Revenue” shall have the meaning specified in the Trust Agreement.

“SPA™ means the Richmond Surplus Property Authority, a public agency organized and validly existing
under California Government Code Section 40500 et. seq.

“SPA Site Lease” means that lease, entitled “Site Lease” dated as of July 1, 2009, by and between the SPA,
as lessor, and the Authority, as lessee, as originally executed and recorded or as it may from time to time be
supplemented, modified or amended pursuant to the provisions thereof and of the Trust Agreement.

“State” means the State of California.

“Supplemental Trust Agreement” means any trust agreement then in full force and effect which has been
duly executed and delivered by the Authority and the Trustee amendatory of the Trust Agreement or supplemental
therete, but only if and to the extent that such Supplemental Trust Agreement is specifically authorized under the
Trust Agreement.

“Tax Certificate” means the Tax Certificate delivered by the City and the Authority at the time of the
issuance and delivery of the Series A Bonds, as the same may be amended or supplemented in accordance with its
terms.

“Term Bonds” means, collectively, the Series A Term Bonds and the Series B Term Bonds.
“Trust Agreement” means the Trust Agreement, dated as of July 1, 2009, between the Authority and the
Trustee, as originally executed and as it may from time to time be amended or supplemented by any Supplemental

Trust Agreements executed pursuant to the Trust Agreement.

“Trustee” means Union Bank, N.A_, or any other association or corporation which may at any time be
substituted in its place as provided in the Trust Agreement.

“2009 Project” means those certain improvements to the Demised Premises required to be funded by the
City under the terms of the Operaling Lease and the BNSF Rail improvements.



“Written Request of the Authorily™ means an instrument in writing signed by or on behalf of the Authority
by its President, Vice President, Executive Director or Treasurer/Auditor, or by any other officer of the Authority
duly authorized by the governing board of the Authority to sign documents on its behalf under the Trust Agreement.

“Written Request of the City” means an instrument in writing signed by the City Manager, any Assistant
City Manager or the Director of Finance of the Cily or any such official’s duly authorized designee, or by any other
officer or employee of the City duly authorized by the City for thal purpose.

FACILITIES LEASE
Lease of Demised Premises and Facilities; Term; Substitution

Lease of Demised Premises and Facilities. The Authonty leases 1o the City and the City accepts any real
property interesl conveyed under the Facililies Lease and leases from the Authority the Demised Premises and the
Facilities. The City agrees and covenants duning the term of the Facilities Lease that it will use the Facilities as a
part of the Enterprise or for other public purposes so as to afford the public the benefits contemplated by the
Facilities Lease.

The leasing by the SPA or the City to the Authority of the respective portions of the Demised Premises and
the respective portions of the Facilities shall not affect the City’s leasehold estate pursuant 1o the Facilities Lease,
and the Authority shall continue to have and hold a leasehold estate in said Demised Premises pursuant to the
respective Site Lease throughout the term thereof. As to said Demised Premises, the Facilities Lease shall be
deemed and constitute a sublease.

Term; Occupancy. The term of the Facilities Lease shall commence on the date of issuance of the Bonds
and shall end on July 1, 2024, unless such term is extended or sooner terminated as provided in the Facilities Lease,

If on July 1, 2024, all amounts due under the Facilities Lease and under the Trust Agreement shall not be
fully paid, or if the rental or other amounts payable under the Facilities Lease shall have been abated at any time and
for any reason, then the term of the Facilities Lease shall be exiended until all amounts due thereunder and under the
Trust Agreement shall be fully paid, except that the term of the Facilities Lease shall in no event be extended beyond
July 1, 2034. If prior to July 1, 2034, the Bonds and all amounts due under the Facilities Lease and under the Trust
Agreement shall be fully paid, or provision therefor made in accordance with the terms and provisions of the Trust
Agreement, the term of the Facilities Lease shall end immediately.

The Facilities. The City and the Authorily agree to lease the Facilities under the Facilities Lease. The
annual Base Rental Payments for the Facilities as set forth therein shall be the fair rental value for the Facilities, as
determined by the City. The Base Rental Payments for the Facilities shall be due and payable on the dates set forth
in the Facilities Lease.

Substitution, The City may substitule real property as part of the Demised Premises and the Facilities for
purposes of the respective Site Lease and the Facilities Lease, but only after the City shall have filed with the
Authority and the Trustee all of the following:

8] Executed copies of the respective Site Lease and the Facilities Lease or amendments
thereto containing the amended description of the Demised Premises and the Facilities, including the legal
description of the Demised Premises and the Facilities as modified if necessary.

(ii) A Centificate of the City with copies of the respective Site Lease and the Facilities Lease,
if needed, or amendments thereto containing the amended description of the Demised Premises and the
Facilities stating that such documents have been duly recorded in the official records of the County
Recorder of Contra Costa County.

(1i1) A Certificaie of the City, accompanied by a writlen appraisal, from a qualified appraiser,
who may but need not be an employee of the City, evidencing that the annual fair rental value of the
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Demised Premises and the Facilities which will constitute the Demised Premises and the Facilities afier
such substitution will be at least equal to 100% of the maximum annual amount of Base Rental Payments
becoming due for the remaining term of the Facilities Lease.

(iv) A CLTA leasehold owner's policy or policies or a commitment for such policy or
policies or an amendment or endorsement Lo an existing peolicy or policies resulting in title insurance with
respect to the Demised Premises and the Facilities after such substitution in an amount at least equal to the
amount of such insurance provided with respect to the Demised Premises and the Facilities prior to such
substitution; each such insurance instrument, when issued, shall name the Trustee as the insured, and shall
insure the leasehold estate of the Authority in such substituted property subject only 1o such exceptions as
do not substantially interfere with the City’s right to use and occupy such substituted property and as will
not result in an abatement of Base Rental Payments payable by the City under the Facilities Lease, as
evidenced by a Certificate of the City.

(v) A Certificate of the City stating (i) that the City has beneficial use and occupancy of the
Demised Premises and the Facilities, (i) that the essentiality to the City of the Demised Premises and the
Facilities after such substitution is comparable to its essentiality before the substitution, (iii) the remaining
useful life of the Demised Premises and the Facilities, and (iv) the remaining term of the Bonds.

(vi) An Opinion of Counsel (as such term is defined in the Trust Agreement) stating that such
amendment or modification (i) is authorized or permitted by laws of the State and the Facilities Lease; (ii)
complies with the terms of the Facilities Lease; (i11) will, upon the execution and delivery thereof, be valid
and binding upon the Authority and the City in accordance with its terms; and (iv) will not cause the
interest on the Series A Bonds to be included in gross income for federal income tax purposes,

The Authority will provide written notification of any substitution to any rating agency then rating the
Bonds.

Base Rental Payments; Use of Proceeds

Base Rental Payments. The City agrees to pay to the Authority, as Base Rental Payments for the use and
occupancy of the Facilities and the Demised Premises (subject to the provisions of the Facilities Lease), rental
payments on each Base Rental Payment Date, all in accordance with the Base Rental Payment Schedule attached 1o
the Facilities Lease. Base Rental Payments shall be calculated on an annual basis, for the twelve (12) month period
commencing on June 15 and ending on June 14, except that the first Rental Payment Period shall commence on the
date of issuance of the Bonds and shall end on June 14, 2010. Afier the first Rental Payment Period, each Base
Rental Payment shall be for the use of the Demised Premises and the Facilities for the twelve {12) month period
commencing on June 15 of the period in which such mstallments are payable.

If the term of the Facilities Lease shall have been extended pursuant to the Facilities Lease, Base Rental
Payment installments shall continue to be due on each Base Rental Payment Date, and payable as described in the
Facilities Lease, continuing to and including the date of termination of the Facilities Lease, in an amount equal to the
amount of Base Rental payable for the Rental Payment Period commencing June 15, 2024. Upon such extension of
the Facilities Lease, Base Rental Payments shall be established 1n an amount sufficient 1o pay all unpaid principal of
and interest on the Bonds plus interest on the extended principal and interest at a rate equal to the rate of interest on
the Bonds so extended.

Additional Payments. The City shall also pay such amounts (called the “Additional Payments”™) as shall be
required by the Authority for the payment of all amounts, costs and expenses incurred by the Authority in
connection with the execution, performance or enforcement of the Facilites Lease or any assignment thereof, the
Trust Agreement, its interest in the Demised Premises and the Facilities and the lease of the Demised Premises and
the Facilities to the City, including but not limited to payment of all fees, costs and expenses and all administrative
costs of the Authority related to the Bonds, the Demised Premises and the Facilities, including, without limiting the
generality of the foregoing, salaries and wages of employees, all expenses, compensation and indemnification
payable by the Authority to the Trustee under the Trust Agreement, fees of auditors, accountants, attorneys or
architects, and all other necessary administrative costs of the Authority or charges required 1o be paid by it in order
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to maintain its existence or to comply with the terms of the Bonds or of the Trust Agreement; but not including in
such Additional Payments amounts required to pay the principal of or interest on the Bonds.

Such Additional Payments shall be billed to the City by the Authority or the Trustee from time to time.
Amounts so billed shall be paid by the City within sixty (60) days afier receipt of the bill by the City. The City
reserves the right to audit billings for Additional Payments although exercise of such right shall in no way affect the
duty of the City 10 make full and timely payment for all Additional Payments.

The fees of the Trustee under the Trust Agreement, and any other expenses directly attribuiable to the
Facilities shall be included in the Additional Payments payable under the Facilities Lease. The fees of any trusiee or
paying agent under any indenture securing obligations of the Authority or any trust agreement other than the Trust
Agreement, and any other expenses directly aftributable to any facilities other than the Facilities, shail not be
included in the administrative costs of the Facilities and shall not be paid from the Additional Payments payable
under the Facilities Lease. In the event of any question or dispute as to such allocation, the written opinion of an
independent firm of certified public accountants, employed by the Authority to consider the question and render an
opinion thereon, shall be a final and conclusive determination as to such allocation. The Truslee may conclusively
rely upon the Written Request of the Authority, in making any determination that costs relating to the Authority are
payable as Additional Payments under the Facilities Lease, and shall not be required 1o make any investigation as to
whether or not the items so requested to be paid are expenses of operation of the Facilities.

Fair Rental Value. Such paymenis of Base Rental Payments and Additional Payments for each Rental
Payment Period during the term of the Facilities Lease shall constitute the 1otal rental for said Rental Payment.
Period and shall be paid by the City in each Rental Payment Period for and in consideration of the right of use and
occupancy of the Demised Premises and the Facilities during each such period for which said rental is to be paid.
The parties to the Facilities Lease have agreed and detenmined that such tolal rental payable for each Rental
Payment Period represents no more than the fair rental value of the Demised Premises and the Facilities for each
such period. In making such determination, consideration has been given to costs of acquisition, design,
construction and financing of the Facilities, other obligations of the parties under the Facilities Lease, the uses and
purposes which may be served by the Facilities and the benefits therefrom which will accrue io the City and the
general public.

Payment Provisions, Each Base Rental Payment installment or Additional Payment payable under the
Facilities Lease shall be paid in lawful money of the United States of America to or upon the order of the Authority
at the corporate trust office of the Trustee or such other place as the Authority shall designate. Any such Base
Rental Payment installment or Additional Payment accruing under the Facilities Lease which shall not be paid when
due and payable under the terms of the Facilities Lease shall bear interest at the rate of twelve percent (12%) per
annum, or such lesser rate of interest as may be the maximum rate permitied by law, from the date when the same 1s
due thereunder until the same shall be paid. Notwithstanding any dispute between the Authority and the City, the
City shall make all Base Rental Payments, Additional Payments and other payments when due without deduction or
offset of any kind and shall not withhold any rental or other payments pending the final resolution of such dispute.
In the event of a determination that the City was not liable for said paymenis or any portion thereof] said payments
or excess of payments, as the case may be, shall be credited against subsequent paymenis due under the Facilities
Lease or refunded at the time of such determination. Amounts required to be deposited by the City with the Trustee
pursuant to this section for payment of Base Rental Payments on any date shall be reduced to the extent of amounts
assigned under the Facilities Lease to and received by the Trustee from AHM pursuant to the AHM MAG
Agreement or AWC pursuant to the Operating Lease.

Nothing contamed in the Facilities Lease shall prevent the City from making from time to time
contributions or advances to the Authority for any purpose now or thereafter authorized by law, including the
making of repairs to, or the restoration of, the Facilities in the event of damage to or the destruction of the Facilities.

Appropriations Covenant; Base Rental Payments and Additional Payments to Constitute a Current
Expense of the City; Pledge of Net Port Revenues. The City covenants to take such action as may be necessary to
make annual appropriations for all Base Rental Payments and Additional Payments. The covenants on the part of
the City in the Facilities Lease contained shall be deemed to be and shall be construed to be duties imposed by law
and it shall be the duty of each and every public official of the City to take such action and do such things as are



required by law in the performance of the official duty of such officials to enable the City to carry out and perform
the covenants and agreements in the Facilities Lease agreed 1o be carried out and performed by the City. The City
waives notice of acceptance by the Trustee of the assignment as set forth in the Facilities Lease.

The Authority and the City understand and intend that the obligation of the City to pay Base Rental
Payments and Additional Paymenis under the Facilities Lease shall constitute a current expense of the City and shall
not in any way be construed to be a debt of the City in contravention of any applicable constitutional or statutory
limitation or requirement concerning the creation of indebtedness by the City, nor shall anything contained in the
Facilities Lease constitule a pledge of the general tax revenues, funds or moneys of the Cily. Base Rental Payments
and Additional Payments due under the Facilities Lease shall be payable only from current funds which are
appropriated or otherwise legally available for the purpose of paying Base Rental Payments and Additional
Payments or other payments due under the Facilities Lease as consideration for the use of the Demised Premises and
Facilities. The City has not pledged the full faith and credit of the City, the State or any agency or depariment
thereof to the payment of the Base Rental Payments and Additional Payments or any other payments due under the
Facilities Lease.

Pursuant to the Ordinance, the City pledges the Net Port Revenues to the payment of the Base Rental
Payments and Additional Rental under the Facilities Lease, and the City thereby confirms such pledge and grants a
first lien on such Net Port Revenues for the payment of said rental under the Facilities Lease; provided, that (i) the
City may (a) designate an existing or planned facility, structure, equipment or other property, real or personal, which
is located within the Enterprise or part of any facility or structure at the Enterprise as a “Special Facility,” (b)
provide that revenues earned by the City from or with respect 1o such Special Facility shall constitute “Special
Facility Revenue” and shall not be included as Net Port Revenues, and (c) issue Port Obligations secured in whole
or in part by Special Facility Revenues primarily for the purpose of acquiring, constructing, renovating or
improving, or providing financing to a third party to acquire, construct, renovate or improve, such Special Facility as
provided in the Ordinance; (ii) the City may grant a lien on and security interest in the Net Port Revenues
subordinate to the lien and security interest granted under the Facilities Lease, and (iii) the City may enter into
additional Port Obligations that shall have a parity lien on Net Port Revenues with the Base Rental Payments so long
as the City certifies that either (a) at the time of entering into such additional Port Obligations, the Net Port
Revenues shall be equal to at least 125% of the maximum annual debt service related to the Port Obligations or (b)
al the time of eniering inlo such additional Port Obligations, the projected Net Port Revenues for each of the first
three (3) Fiscal Years immediately following the completion date of the project being financed from the proceeds of
such additional Port Obligations will be at least 123% of the maximum annual deb! service related to the Port
Obligations then outstanding for each such Fiscal Year, taking into account the issuance of the additional Port
Obligations then proposed (o be issued.

For purposes of subsection (iii)(b) above, in estimating Net Port Revenues, the City may take into account:
(i) reasonable Net Port Revenues from facilities reasonably expected to become available during the period for
which the estimates are provided; (ii) any increase in fees, rates, charges, rentals or other sources of Net Port
Revenues which have been approved by the City and will be in effect during the period for which the estimates are
provided; and (iii) any other increases in Net Port Revenues which the City believes to be a reasonable assumption
for such period. The City will include in the certificate or in a separate accompanying reporl a description of the
assumptions used and the calculations made in determining the estimated Net Port Revenues and will also set forth
the calculations of the maximum annual debt service related to the Port Obligations.

For purposes of preparing the certificates described in subsection (iii){(b) above, the City may rely upon
financial statements prepared by the City which have not been subject to audit by an independent certified public
accountant if audited financial statements for the Fiscal Year or period are not available; provided, however, that the
City Manager, any Assistant City Manager or the Director of Finance of the City or any such official’s duly
authorized designee, or by any other officer or employee of the City duly authorized by the City for that purpose will
certify as to the accuracy of such financial statements and that such financial statements were prepared substantialiy
in accordance with generally accepted accounting principles, subject to year-end adjustments.

The City shall pay all rental under the Facilities Lease from Net Port Revenues; provided, however, that if
Net Port Revenues are insufficient to make any payment of rental thereunder, such rental shall nevertheless be paid
out of the general funds of the City.



In order to facilitate the transfer of Net Port Revenues to the Trustee, the City shall arrange 1o have all
AWC Payments and paymenis made by AHM under the AHM MAG Agreement paid directly to the Trustee for
deposit in the Port Revenue Fund pursuant to the Trust Agreement,

Rental Abatement. The Base Rental Payments and Additional Payments shall be abated proportionately,
during any period in which by reason of any material damage or destruction (other than by condemnation which is
thereinafler provided for) there is substantial interference with the use and occupancy of the Demised Premises and
the Facilities, by the City, in the proportion in which the cost of that portion of the Demised Premises and the
Facilities rendered unusable bears to the cost of the whole of the Demised Premises and the Facilities. Such
abalement shall continue for the period commencing with such damage or destruction and ending with the
substantial completion of the work of repair or reconstruction. in the eveni of any such damage or desiruction, the
Facilities Lease shall continue in full force and effect and the City waives the benefits of California Civil Code
Section 1932(2) and 1933(4) and of Title 11 of the United States Code, Section 365¢h) and any and all other rights
to terminate the Facilities Lease by virtue of any such damage or destruction or interference. Notwithstanding the
foregoing, to the extent that moneys are available for the payment of Base Rental Payments from the Net Pont
Revenues (including the AHM Payments and the AWC Payments) or in any of the funds and accounts established
under the Trust Agreement {except the Reserve Fund), Base Rental Payments shall not be abated as provided above
but, rather, shall be payable by the City as a special obligation payable solely from said funds and accounts.

Use of Proceeds. The parties 1o the Facilities Lease agree that the net proceeds of the Bonds will be used
1o pay the costs of the 2009 Project.

Maintenance; Alterations and Additions to the Facilities

Maintenance and Utilities. Throughout the term of the Facilities Lease, all maintenance and repair, both
ordinary and extraordinary, of the Demised Premises and the Facilities shall be the responsibility of the City (which
may be performed by AWC under the Operating Lease), which shall at all times maintain or otherwise arrange for
the maintenance of the Demised Premises and the Facilities in first class condition, and the City shall pay for or
otherwise arrange for the payment of all utility services supplied to the Demised Premises and the Facilities, which
may include, without limitation, janitor service, security, power, gas, lelephone, light, heating, ventilation, air
conditioning, water and all other utility services, and shall pay for or otherwise arrange for payment of the cost of
the repair and replacement of the Demised Premises and the Facilities resulling from ordinary wear and tear or want
of care on the part of the City or any assignee or sublessee thereof or any other cause and shall pay for or otherwise
arrange for the payment of all insurance policies required 1o be maintained with respect 1o the Demised Premises
and the Facilities.

Changes to the Facilities. Subject to the Facilities Lease and Operating Lease, the City shall, at its own
expense, have the right to remodel the Facilities or to make additions, modifications and improvements to the
Facilities and the Demised Premises. All such additions, modifications and improvements shall thereafier comprise
part of the Facilities and the Demised Premises and be subject to the provisions of the Facilities Lease. Such
additions, modifications and improvements shall not in any way damage the Facilities or cause either to be used for
purposes other than those authorized under the provisions of State and federal law; and the Facilities, upon
completion of any additions, modifications and improvements made pursuant to this section, shall be of a value
which is at least equal to the value of the Facilities immediately prior to the making of such additions, modifications
and improvements.

Installation of City’s Equipment. The City and any sublessee may al any time and from time to time, in its
sole discretion and at its own expense, install or permit to be installed other items of equipment or other personal
property in or upon the Facilities and the Demised Premises. All such items shall remain the sole property of such
party, in which neither the Authority nor the Trustee shall have any interest, and may be modified or removed by
such party at any time provided that such party shali repair and restore any and all damage to the Facilities resulting
from the installation, modification or removal of any such items. Nothing in the Facilities Lease shall prevent the
City from purchasing items to be installed pursuant to this section under a conditional sale or lease purchase
contract, ot subject to a vendor’s lien or security agreement as security for the unpaid portion of the purchase price
thereof, provided that no such lien or security interest shall attach to any part of the Facilities or Demised Premises.



Insurance

Fire and Extended Coverage and Earthquake Insurance. Subject to the Operating Lease and MAG
Agreement, the Cily shall procure or cause to be procured and maintain or cause to be maintained, throughout the
term of the Facilities Lease, insurance against loss or damage to any structures constituting any part of the Demised
Premises and the Facilities by fire and lightning, with extended coverage insurance, vandalism and malicious
mischief insurance and sprinkler system leakage insurance, flood insurance, but only with respect 1o such portions of
the Demised Premises and the Facilities that are situaled in any zone designated by the U.S. Government as a flood
zone, and earthquake insurance, if available on the open market from repulable insurance companies at a reasonable
cosl, as determined by the City. Said extended coverage insurance shall, as nearly as practicable, cover loss or
damage by explosion, windstorm, riot, aircraft, vehicle damage, smoke and such other hazards as are normally
covered by such insurance. Such insurance shall be in an amount equal to the replacement cost (without deduction
for depreciation} of all structures constituting any part of the Demised Premises and the Facilities, excluding the cost
of excavations, of grading and filling, and of the land (except that such insurance may be subject to deductible
clauses for any one loss of not to exceed five hundred thousand dollars (§500,000) or a comparable amount adjusted
for inflation or more in the case of earthquake insurance), or, in the alternative, shall be in an amount and in a form
sufficient (ogether with moneys held under the Trust Agreement), in the event of total or partial loss, to enable all
outstanding Bonds to be redeemed.

In the event of any damage to or destruction of any part of the Facilities caused by the perils covered by
such insurance, the Authority, except as thereinafier provided in the Facilities Lease, shall cause the proceeds of
such insurance to be utilized for the repair, reconstruction or replacement of the damaged or destroyed portion of the
Demised Premises or the Facilities, and the Trustee shalt hold said proceeds separate and apart from all other funds,
in a special fund to be designated the “Insurance and Condemnation Fund,” to the end that such proceeds shall be
applied to the repair, reconstruction or replacement of the Facilities to at least the same good order, repair and
condition as they were in prior to the damage or destruction, insofar as the same may be accomplished by the use of
said proceeds. The Trustee shall permit withdrawals of said proceeds from time 1o time upon receiving the Written
Request of the Authority, stating that the Authority has expended moneys or incurred liabilities in an amount equal
to the amount therein requested to be paid over 1o it for the purpose of repair, reconsiruction or replacement, and
specifying the items for which such moneys were expended, or such liabilities were incurred. Any balance of said
proceeds not required for such repair, reconstruction or replacement shall be treated by the Trustee as Base Rental
Payments and applied in the manner provided by the provisions of the Trust Agreement. Allernatively, the
Authority, at its option, with the written consent of the City, and if the proceeds of such insurance together with any
other moneys then available for the purpose are at least sufficient to redeem an aggregate principal amount of
outstanding Bonds, equal to the amount of Base Rental Payments attributable to the portion of the Facilities so
destroyed or damaged (determined by reference to the proportion which the cost of such portion of the Facilities
bears to the cost of the Facilities), may elect not to repair, reconstruct or replace the damaged or destroyed portion of
the Facilities and thereupon shall cause said proceeds to be used for the redemption of outstanding Bonds pursuant
to the Trust Agreement.

The Authority and the City shall promptly apply for federal disaster aid or State disaster aid in the event
that the Facilities are damaged or destroyed as a result of an earthquake or any other cause for which federal disaster
aid or State disaster aid is available occurring at any time. Any proceeds received as a result of such disaster aid
shall be used to repair, reconstruct, restore or replace the damaged or destroyed portions of the Facilities, or, at the
option of the City and the Authority, to redeem outstanding Bonds if such use of such disaster aid is permitted.

As an alternative to providing the insurance required by the first paragraph of this section, or any portion
thereof, the Cily may provide a self insurance method or plan of protection if and to the extent such self insurance
method or plan of protection shall afford reasonable coverage for the risks required to be insured against, in light of
all circumstances, giving consideration to cost, availabilily and similar plans or methods of protection adopied by
public entities in the State other than the City. So long as such method or plan is being provided to satisfy the
requirements of the Facilities Lease, there shall be filed annually with the Trustee a statement of an Insurance
Consultant or other qualified person (which may not be an officer or employee of the City), stating that, i the
opinion of the signer, the substitute method or plan of protection is in accordance with the requirements of this
section and, when effective, would afford reasonable coverage for the risks required to be insured against. There
shall also be filed a centificate of the City setting forth the details of such substitute method or plan. In the event of
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loss covered by any such self insurance method, the hability of the City under the Facilities Lease shall be limited 10
the amounts in the self insurance reserve fund or funds created under such method.

Liability Insurance. Subject to the Operating Lease and MAG Agreement and except as thereinafier
provided in the Facilities Lease, the City shall procure or cause 1o be procured and maintain or cause lo be
maintained, throughout the term of the Facilitics Lease, a standard comprehensive general liability insurance policy
or polictes in protection of the Authority and ils members, directors, officers, agents and employees and the Trustee,
indemnifying said parties against all direct or contingent loss or liability for damages for personal injury, death or
property damage occasioned by reason of the operation of the Demised Premises and the Facilities, with minimum
liability limits of one million dollars {$1,000,000) for personal injury or death of each person and three million
dollars (83,000,000) for personal injury or deaths of two or more persons in each accident or event, and in a
minimum amount of two hundred thousand dollars ($200,000) for damage to property resulting from each accident
or event. Such public liability and property damage insurance may, however, be in the form of a single limit policy
in the amount of three million dollars ($3,000,000) covering all such risks. Such liability insurance may be
maintained as part of or i conjunction with any other liabilily insurance carried by the City.

As an alternative to providing the insurance required by the first paragraph of this section, or any portion
thereof, the Cily may provide a self-insurance method or plan of protection if and to the extent such self-insurance
method or plan of protection shall afford reasonable protection to the Authority, 1ts members, directors, officers,
agents and employees and the Trustee, in light of all circumstances, giving consideration to cost, availability and
similar plans or methods of protection adopted by public entities in the State other than the City. So long as such
method or plan is being provided to satisfy the requirements of the Facilities Lease, there shall be filed annually with
the Trustee a certificate of an Insurance Consultant or other qualified person (which may not be an officer or
employee of the City), stating that, in the opinion of the signer, the substitute method or plan of protection is in
accordance with the requirements of this section and, when effective, would afford reasonable protection to the
Authority, its members, directors, officers, agents and employees and the Trustee against loss and damage from the
hazards and risks covered thereby. There shall also be filed a certificate of the City setting forth the details of such
substitute method or plan.

Rental Interruption or Use and Occupancy Insurance. The City shall procure or cause to be procured and
maintain or cause 1o be maintained, rental interruption or use and occupancy insurance to cover loss, total or partial,
of the rental income from or the use of the Demised Premises and the Facilities as the result of any of the hazards
covered by the insurance required by the Facilities Lease (provided with respect to earthquake insurance, only if
available on the open market from reputable insurance companies at a reasonable cost, as determined by the City,
and provided further that such rental interruption insurance coverage may not be provided by a plan of self
insurance), in an amount sufficient to pay the part of the total rent under the Facilities Lease attributable to the
portion of the Facilities rendered unusable (determined by reference to the proportion which the cost of such portion
bears 1o the cost of the Facilities) for a period of at least two years, except that such insurance may be subject to a
deductible clause of not to exceed two hundred fifty thousand dollars ($250,000) or a comparable amount adjusted
for inflation {or more in the case of earthquake coverage). Any proceeds of such insurance shall be used by the
Trustee to reimburse to the City any rental theretofore paid by the City under the Facilities Lease attributable to such
structure for a period of time during which the payment of rental under the Facilities Lease is abated, and any
proceeds of such insurance not so used shall be applied as provided in the provisions of the Facilities Lease
regarding Pledge of Revenues (to the exien! required for the payment of Base Rental Payments) and in the
provisions of the Facilities Lease regarding Additional Payments (1o the extent required for the payment of
Additional Payments) and any remainder shall be treated as Revenue under the Trust Agreement,

Worker’s Compensation. The City shall also maintain worker’s compensation insurance issued by a
responsible carrier authorized under the laws of the State to insure its employees against liability for compensation
under the Worker’s Compensation Insurance and Safety Act now in force in California, or any act thereafter enacted
as an amendment or supplement thereto. As an alternative, such insurance may be maintained as part of or in
conjunction with any other insurance carried by the City. Such insurance may be maintained by the City in the form
of self-insurance.



Title Insurance. The City shall obtain, for the benefit of the Authority and the Trustee, upon the execution
and delivery of the Facilities Lease, title insurance on the Demised Premises in an amount equal to the aggregale
principal amount of the Bonds less the Reserve Requirement, issued by a company of recognized standing duly
authorized 10 issue the same, subject only to Permitied Encumbrances. Such policy shall be endersed so as 1o be
payable o the Trustee. All proceeds received by the Trustee under said policy shall be applied and disbursed by the
Trustee in the same order and priority and for the same purposes as provided in the Facilities Lease.

Insurance Proceeds; Form of Policies. All policies of insurance required by the provisions of the
Facilities Lease regarding (i) Fire and Extended Coverage and Earthquake Insurance and {ii) Rental Inerruption or
Use and Occupancy Insurance shall name the City, the Authonty and the Trustee as insured and shall contain a
lender’s loss payable endorsement in favor of the Trustee substantially in accordance with the form approved by the
Insurance Services Office and the California Bankers Association. The Trustee shall, to the extent practicabie,
collect, adjust and receive all moneys which may become due and payable under any such policies, may
compromise any and all claims thereunder and shall apply the proceeds of such insurance as provided in the
provisions of the Facilities Lease regarding (i) Fire and Extended Coverage and Earthquake Insurance and (ii)
Rental Interruption or Use and Occupancy Insurance. All policies of insurance required by the Facilities Lease shall
provide that the Trustee shall be given thirty (30) days’ notice of each expiration thereof or any intended
cancellation thereof or reduction of the coverage provided thereby. The Trustee shall not be responsible for the
sufficiency of any insurance required in the Facilities Lease and shall be fully protected in accepting payment on
account of such Insurance or any adjustment, compromise or settlement of any loss agreed to by the City. The City
shall pay when due the premiums for all insurance policies required by the Facilities Lease, and shall promptly
furnish evidence of such payments to the Authority.

The City will deliver to the Authority and the Trustee on or before September 15 in each year, commencing
on September 15, 2010 a written certificate of an officer of the City stating whether such policies satisfy the
requirements of the Facilities Lease, setting forth the insurance policies then in force pursuant lo the Facilities Lease
regarding [nsurance, the names of the insurers which have issued the policies, the amounts thereof and the propertly
and risks covered thereby, and, if any self-insurance program is being provided, the annual report of an Insurance
Consultant or other qualified person containing the information required for such self-insurance program and
described in the provisions of the Facilities Lease regarding Fire and Extended Coverage and Earthquake Insurance,
Liability Insurance, and Workers Compensation. Delivery to the Trustee of the certificate under the provisions of
this section shall not confer responsibility upon the Trustee as to the sufficiency of coverage or amounts of such
policies. If so requested in writing by the Trustee, the City shall also deliver to the Trustee, certificates or duplicate
originals or certified copies of each insurance policy described in such schedule.

Any policies of insurance provided by a commercial insurer 1o satisfy the requirements of the Facilities
Lease regarding Fire and Extended Coverage and Earthquake Insurance, Liability Insurance, or Rental Interruption
or Use and Occupancy Insurance shall be provided by a commercial insurer rated A or better by A.M. Best or in one
of the two highest rating categories by S&P and by Moody’s.

Eminent Domain; Prepayment

Eminent Domain. If the whole of the Demised Premises and the Facilities or so much thereof as to render
the remainder unusable for the purposes for which it was used by the City shall be taken under the power or threat of
eminent domain, the term of the Facilities Lease shall cease as of the day that possession shall be so taken. If less
than the whole of the Demised Premises and the Facilities shall be taken under the power or threat of eminent
domain and the remainder is usable for the purposes for which it was used by the City al the time of such taking,
then the Facilities Lease shall continue in full force and effect as to such remainder, and the parties waive the
benefits of any law to the contrary, and in such event there shall be a partial abatement of the rental due under the
Facilities Lease in an amount equivalent to the amount by which the annual payments of principal of and interest on
the Bonds then Outstanding will be reduced by the application of the award in eminent domain to the redemption of
Outstanding Bonds. So long as any of the Bonds shall be Outstanding, any award made in eminent domain
proceedings for taking the Demised Premises and the Facilities or any portion thereof shall be paid to the Trustee
and applied to the prepayment of the Base Rental Payments as provided in the Facilities Lease. Any such award
made after all of the Base Rental Payments and Additional Payments have been fully paid, or provision therefor
made, shall be paid to the City.



Prepayment. (a) The City shall prepay on any date from insurance and eminent domain proceeds, 10 the
extent provided in the provisions of the Facilities Lease regarding Fire and Extended Coverage and Earthquake
Insurance, Liability Insurance and Eminent Domain (provided, however, that in the event of partial damage to or
destruction of the Facilities caused by perils covered by insurance, if in the judgment of the Authority the insurance
proceeds are sufficient to repair, reconstruct or replace the damaged or destroyed portion of the Facilities, such
proceeds shall be held by the Trustee and applied as set forth in the Facilities Lease, all or any part (in an integral
multiple of $5,000 principal component) of Base Rental Payments then unpaid so that the aggregate annual amounis
of Base Rental Payments which shall be payable afier such prepayment date shall be as nearly proportional as
ptacticable to the aggregale annual amounts of Base Rental Payments unpaid prior to the prepayment date, at a
prepayment amount equal to the principal of and interest on the Bonds to the date of redemption of the Bonds.

(b} The City may prepay, from any source of available funds, all or any portion of Base Rental
Payments by (1) depositing with the Trustee moneys or securilies as provided in the Trust Agreement sufficient to
retire or redeem Bonds corresponding to such Base Rental Payments when due or redeemable, and (ii) satisfying the
other requirements of the Trust Agreement. The City agrees that if following such prepayment the Facilities and the
Demised Premises are damaged or desiroyed or taken by eminent domain, it is not entitled to, and by such
prepayment waives the right of, abatement of such prepaid Base Rental Payments and shall not be entitled to any
reimbursement of such Base Rental Payments.

{c) Before making any prepayment pursuant to the Facilities Lease, the City shall, within five (5) days
following the event creating such right or obligation to prepay, give written notice to the Authority and the Trustee
describing such event and specifying the date on which the prepayment will be made, which date shall be not less
than forty-five (45) days from the date such notice 1s given.

When (1) there shall have been deposited with the Trusiee at ot prior to the due dates of the Base Renial
Payments in irust for the benefit of the Bondholder and irrevocably appropriated and set aside to the payment of the
Base Rental Payments, sufficient moneys and Permitted Invesiments described in subsection (1) of the definition
thereof in the Trust Agreement, not redeemable prior to maturity, the principal of and interest on which when due
will provide money sufficient to pay all principal of and interest on the Bonds to the due date of the Bonds and the
payment in full of all other amounts due under the Facilities Lease or under the Trust Agreement; {2) all of the
requiremenis set forth in the Trust Agreement; and (3) an agreement shall have been entered into with the Trusiee
for the payment of its fees and expenses so long as any of the principal and interest payable under the Bonds shall
remain unpaid; then and in that event the right, title and interest of the Authority in the Facilities Lease and the
obligations of the City under the Facilities Lease shall thereupon cease, terminate, become void and be completely
discharged and satisfied (except for the right of the Authorily and the obligation of the City to have such moneys
and such Permitted Investments applied to the payment of the Base Rental Payments). In such event, the Authority
shall cause an accounting for such period or periods as may be requested by the City to be prepared and filed with
the Authority (and accompanied by a verification report of a certified public accountant) and evidence such
discharge and satisfaction, and the Authority shall pay over to the City as an overpayment of Base Rental Payments
all such moneys or Permitied Investments held by it pursuant to the Facilities Lease other than such moneys and
such Permitted Investments as are required for the payment or prepayment of the Base Rental Payments and the fees
and expenses of the Trustee, which moneys and Permitied Investments shall continue to be held by the Trustee in
trust for the payment of Base Rental Payments and the fees and expenses of the Trustee, and shall be applied by the
Authority to the payment and retirement of the Bonds and the fees and expenses of the Trustee.



Defaults and Remedies

Defaults and Remedies. (a) If the City shall fail to pay any Base Rental Payment, Additional Payment or
other amount payable under the Facilities Lease when the same becomes due and payable, time being expressly
declared to be of the essence under the Facilities Lease, or the City shall fail to keep, observe or perform any other
lerm, covenani or condition contained therein or in the Trust Agreement 1o be kept or performed by the City for a
period of thirty (30) days after notice of the same has been given to the City by the Authority, or the Trustee or for
such additional time as is reasonably required, in the discretion of the Trustee, to correct the same, or upon the
happening of any of the events specified in subsection (b) of this section {(any such case above being an “Event of
Default™), the City shall be deemed 1o be in default under the Facilities Lease and it shall be lawful for the Authority
to exercise any and all remedies available pursuant to law or granted pursuant to the Facilities Lease. Upon any
such defauit, the Authority, in addiiion to all other rights and remedies it may have at law, may do any of the
following:

(1) Terminate the Facilities Lease in the manner thereinafter provided on account of default
by the City, notwithstanding any re-eniry or re-letting of the Demised Premises and the Facililies as
theremafier provided for in subparagraph (2) thereof, and to re-enter the Demised Premises and the
Facilities and remove all persons in possession thereof and all personal property whatsoever situated upon
the Demised Premises and the Facilitics and place such personal property in storage in any warehouse or
other suitable place located within the City. In the event of such termination, the City agrees to surrender
immediately possession of the Demised Premises and the Facilities, without let or hindrance, and to pay the
Authority all damages recoverable at law that the Authority may incur by reason of default by the City,
including, without limitation, any costs, loss or damage whatsoever ansing out of, in connection with, or
incident to any such re-entry upon the Demised Premises and the Facilities and removal and storage of such
property by the Authority or its duly authorized agents in accordance with the provisions contained in the
Facilities Lease. Neither notice to pay rent or lo deliver up possession of the Demised Premises or the
Facilities given pursuant to Jaw nor any entry or re-entry by the Authority nor any proceeding in unlawful
detainer, or otherwise, brought by the Authority for the purpose of effecting such re-entry or obtaining
possession of the Demised Premises and the Facilities nor the appointment of a receiver upon initiative of
the Authorily to protect the Authority’s interest under the Facilities Lease shall of itself operate to terninate
the Facilities Lease, and no termination of the Facilities Lease on account of default by the City shall be or
become effective by operation of law or acts of the parties thereto, or otherwise, unless and until the
Authority shall have given writlen notice to the City of the election on the part of the Authorily to terminate
the Facilities Lease. The City covenants and agrees thal no surrender of the Demised Premises and the
Facilities or of the remainder of the term of the Facilities Lease or any termination thereof shall be valid in
any manner or for any purpose whatsoever unless staled or accepted by the Authorily by such written
notice.

(1) Without terminating the Facilities Lease, (i) collect each Base Rental Payment
installment and other amounts as they become due and enforce any other lerms or provision thereof to be
kept or performed by the City, regardless of whether or not the City has abandoned the Facilities, or (ii)
exercise any and all rights of re-entry upon the Demised Premises and the Facilities. In the event the
Authority does not elect to terminate the Facilities Lease in the manner provided for in subparagraph (1)
thereof, the City shall remain liable and agrees to keep or perform all covenants and conditions contained in
the Facilities Lease to be kept or performed by the City and, if the Demised Premises and the Facilities are
not re-let, to pay the full amount of the Base Rental Payments, Additional Payments and other amounts to
the end of the term of the Facilities Lease or, in the event that the Demised Premises and the Facilities are
re-let, to pay any deficiency in rent and other amounts that result therefrom; and further agrees to pay said
renl and other amounts and/or defictency rent and other amounts punctually at the same time and in the
same manner as provided in the Facilities Lease for the payment of Base Rental Payments, Additional
Paymenis and other amounts under the Facilities Lease (withoul acceleration), notwithstanding the fact that
the Authority may have received in previous years or may receive thereafter in subsequent years rental or
other amounts n excess of the rental or other amounts specified in the Facilities Lease, and notwithstanding
any entry or re-enlry by the Authority or suit in unlawful detainer, or otherwise, brought by the Authority
for the purpose of effecting such entry or re-entry or obtaining possession of the Demised Premises and the
Facilities. Should the Authority elect to enter or re-enter as provided in the Facilities Lease, the City



thereby irrevocabiy appoints the Authority as the agent and attorney-in-fact of the City to re-let the
Demised Premises and the Facilities, or any part thereof, from time to time, either in the Authority’s name
or otherwise, upon such terms and conditions and for such use and peried as the Authority may deem
advisable, and to remove all persons mn possession thereof and all personal property whatsoever situated
upon the Demised Premises and the Facilities and to place such personal property in storage in any
warehouse or other suitable place located in the City, for the account of and at the expense of the City, and
the City exempts and agrees to save harmless the Authority from any costs, loss or damage whatsoever
arising out of, in connection with, or incident to any such re-entry upon and re-letting of the Demised
Premises and the Facilities and removal and storage of such property by the Authority or its duly authorized
agents in gccordance with the provisions contained in the Facilities Lease. The City agrees that the terms
of the Facilities Lease constitute full and sufficient notice of ihe right of the Authonty (o re-let the Demised
Premises and the Facilities and to do all other acts 10 maintain or preserve the Demised Premises and the
Facilities as the Authority deems necessary or desirable in the event of such re-entry without effecting a
surrender of the Facilities Lease, and further agrees that no acts of the Authority in effecting such re-letting
shall constitule a surrender or lermination of the Facilities Lease irrespective of the use or the term for
which such re-letting 15 made or the terms and conditions of such re-letting, or otherwise, but that, on the
contrary, in the event of such default by the City the right to terminate the Facilities Lease shall vest in the
Authority to be effected in the sole and exclusive manner provided for in sub-paragraph (1) thereof. The
City further waives the right to any Base Rental Payment or other amounts obtained by the Authority in
excess of such rental and other amounts specified in the Facilities Lease and thereby conveys and releases
such excess to the Authority as compensation to the Authority for its services in re-letting the Demised
Premises and the Facilities or any part thereof. The City further agrees to pay the Authority the cost of any
alterations or additions to the Demised Premises and the Facilities necessary to place the Demised Premises
and the Facilities in condition for re-letting immediately upon notice to the City of the completion and
installation of such additions or alterations.

The City waives any and all claims for damages caused or which may be caused by the Authority in re-
entering and taking possession of the Demised Premises and the Facilities as provided in the Facilities Lease and all
claims for damages that may result from the destruction of the Demised Premises and the Facilities and all claims
for damages to or loss of any property belonging to the City, or any other person, that may be in or upon the
Demised Premises and the Facilities.

{b) If (1) the City’s interest in the Facilities Lease or any parl thereof be assigned or transferred, either
voluntarily or by operation of law or otherwise, or (2) the City or any assignee shall file any petition or instilute any
proceeding under any act or acts, State or federal, dealing with or relating to the subject or subjects of bankruptcy or
insolvency, or under any amendment of such act or acts, either as a bankrupt or as an insolvent, or as a debtor, or in
any similar capacity, wherein or whereby the City asks or seeks or prays to be adjudicated a bankrupl, or is to be
discharged from any or all of the City’s debts or obligations, or offers to the City’s creditors to effect a composition
or extension of time to pay the City’s debts or asks, seeks or prays for reorganization or to effect a plan of
reorganization, or for a readjustment of the City’s debits, or for any other similar relief, or if any such petition or any
such proceedings of the same or similar kind or character be filed or be instituted or taken against the City, or if a
receiver of the business or of the property or assets of the Cily shall be appointed by any court, except a receiver
appointed at the instance or request of the Authority, or if the City shall make a general or any assignment for the
benefit of the City’s creditors, or if (3) the City shall abandon or vacate the Demised Premises and the Facilities,
then the City shall be deemed to be in default under the Facilities Lease,

(© The Authority shall in no event be in default in the performance of any of its obligations under the
Facilities Lease or imposed by any statute or rule of law unless and until the Authority shall have failed to perform
such obligations within thirty (30) days or such additional time as is reasonably required to correct any such default
after notice by the City to the Authority properly specifying wherein the Authority has failed to perform any such
obligation. In the event of default by the Authority, the City shall be entitled to pursue any remedy provided by law.

(b) In addition to the other remedies set forth in this section upon the occurrence of an event of default
as descrbed in this section, the Authority shali proceed to protect and enforce the rights vested in the Authority by
the Facilities Lease or by law. In addition to the other remedies available to the Authority, the Authority has the
remedy described in California Civil Code Section 1951.4 (Authority may continue the Facilities Lease in effect



after the City’s breach and abandonment and recover rent as it becomes due, if the City has the right to sublet or
assign the Facilities or any portion thereof, subject to the consent of seventy-five percent (75%) of the Holders of the
Bonds). The provisions of the Facilities Lease and the duties of the City and of its trustees, officers or employees
shall be enforceable by the Authority by mandamus or other appropriate suit, action or proceeding in any court of
competent jurisdiction. Without limiting the generality of the foregoing, the Authority may, bring the following
actions:

{1 Accounting. By action or suil in equity to require the City and its trustees, officers and
empioyees and its assigns Lo account as the trustee of an express trust.

{11) Injunction. By action or suit in equity to enjoin any acts or things which may be unlawful
or n violation of the rights of the Authority.

(i1) Mandamus. By mandamus or other suit, action or proceeding at law or in equity Lo
enforce the Authority’s rights against the City (and its council, officers and employees) and 1o compel the
City to perform and carry out its duties and obligations under the law and ils covenants and agreements
with the Authority as provided in the Facilities Lease.

The exercise of any rights or remedies under the Facilities Lease shall not permit acceleration of Base
Rental Payments.

Each and all of the remedies given to the Authority under the Facilities Lease or by any law now or
thereafier enacted are cumulative and the single or partial exercise of any right, power or privilege under the
Facilities L.ease shall not impair the right of the Authority to other or further exercise thereof or the exercise of any
or all other rights, powers or privileges. The term “re-let’” or “re-letting” as used in this section shall include, but not
be limited to, re-letting by means of the operation by the Authority of the Demised Premises and the Facilities. If
any statute or rule of law validly shall limit the remedies given to the Authority under the Facilities Lease, the
Authority nevertheless shall be entitled to whatever remedies are allowable under any statute or rule of law.

In the event the Authority shall prevail in any action brought to enforce any of the terms and provisions of
the Facilities Lease, the City agrees to pay a reasonable amount as and for attorney’s fees incurred by the Authority
in atternpting to enforce any of the remedies available to the Authority under the Facilities Lease, whether or not a
lawsuit has been filed and whether or not any lawsuit culminates in a judgment.

Waiver. Failure of the Authority to take advantage of any default on the part of the City shall not be, or be
construed as, a waiver thereof, nor shall any cusiom or practice which may grow up between the parties in the
course of administering this instrument be construed 1o waive or to lessen the right of the Authority to 1nsist upon
performance by the City of any term, covenant or condition of the Facilities Lease, or to exercise any rights given
the Authority on account of such default. A waiver of a particular default shall not be deemed to be a waiver of the
same or any subsequent default. The acceptance of rent under the Facilities Lease shall not be, or be construed to
be, a waiver of any term, covenant or condition thereof,

Covenants

Right of Entry. The Authority and its assignees shall have the right (but not the duty) to enter upon and to
examine and inspect the Facilities and the Demised Premises during reasonable business hours {and in emergencies
at all times) (a) to inspect the same, {b) for any purpose connectied with the Authority’s or the City’s rights or
obligations under the Facilities Lease, and (c) for all other lawful purposes.

Liens. In the event the City shall at any time during the term of the Facilities Lease cause any changes,
allerations, additions, improvements or other work to be done or performed or materials to be supplied, in or upon
the Demised Premises or the Facilities, the City shall pay, when due, all sums of money that may become due for, or
purporting to be for, any labor, services, materials, supplies or equipment fumished or alleged to have been
furnished to or for the City in, upon or about the Demised Premises or the Facilities and shall keep the Demised
Premises and the Facilities free of any and all mechanics’ or materialmen’s liens or other liens against the Demised
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Premises or the Facilities or the Authority’s interest therein. In the event any such lien attaches (o or is filed against
the Demised Premises or the Facilities or the Authority’s interest therein, the City shall 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 1o contest any such lien it may do so in good faith. If any such lien shall
be reduced to final judgment and such judgment or such process as may be issued for the enforcement thereof is not
promptly stayed, or il so stayed and said stay thercafier expires, the City shall forthwith pay and discharge said
judgment. The City agrees to and shall, 1o the maximum extent permitied by law, indemnify and hold the Authority
and the Trustee and their respective members, directors, agents, successors and assigns, harmless from and against,
and defend each of them againsi, any claim, demand, loss, damage, lability or expense (including attorney’s fees) as
a result of any such lien or claim of lien against the Demised Premises or the Facilities or the Authority’s interest
therein.

Quiet Enjoyment. The parties to the Facilities Lease mutually covenant that the Cily, by keeping and
performing the covenants and agreements therein contained and if not in default thereunder, shall at all times during
the term of the Facilities Lease peaceably and quietly have, hold and enjoy the Demised Premises and the Facilities
withoul suit, trouble or hindrance from the Authority.

Authority Not Liable. The Authority and its members, directors, officers, agents, employees and assignees
shall not be liable to the City or to any other party whomsoever for any death, injury or damage that may result (o
any person or property by or from any cause whatsoever in, on or about the Demised Premises and the Facilities.

The City, to the extent permitled by faw, shall indemnify and hold the Authority and its members, directors,
officers, agents, employees and assignees, harmless from, and defend each of them against, any and all claims, lens
and judgments arising from (i) the construction or operation of the Demised Premises or the Facilities, including,
without lirnitation, death of or injury to any person or damage to property whatsoever occurring in, on or about the
Demised Premises or the Facilities regardless of responsibility for negligence, but excepling the active negligence of
the person or entity seeking indemnity, and (ii) the issuance of the Bonds and any other action of the Authority taken
pursuant to the Trust Agreement.

Assignment and Subleasing. The Facilities Lease or any interest of the City thereunder may be
mortgaged, pledged, assigned, sublet or transferred by the City, provided, such subletting shall not cause interest on
the Series A Bonds to be included in gross intome for federal income 1ax purposes. No such mortgage, pledge,
assignment, sublease or transfer shall in any evemt affect or reduce the obligation of the City to make the Base
Rental Payments and Additional Payments required under the Facilities Lease.

Title to Facilities. During the term of the Facilities Lease, the SPA or the City, as the case may be, shall
hold title to the respective portions of the Facilities and any and all additions which comprise fixtures, repairs,
replacements or modifications thereof, except for those fixtures, repairs, replacements or modifications which are
added thereto by the City and which may be removed without damaging the Facilities, and except for any items
added to the Facilities by the City pursuant to the Facilities Lease. During the term of the Facilities Lease, the
Authority shall have a leasehold interest in the Demised Premises pursuant to the Site Lease.

Upon the termination or expiration of the Facilities Lease (other than as provided in the Facilities Lease),
title to the Facilities shall remain in the SPA or the City pursuant 1o the respective Site Lease. Upon any such
termination or expiration, the Authority shall execute such conveyances, deeds and other documents as may be
necessary to effect such vesting of record.

Tax Covenants. The City and the Authority shall at all times do and perform all acts and things permitied
by law which are necessary or desirable in order {0 assure that the intercst on the Series A Bonds will be excluded
from gross income for federal income tax purposes under Section 103 of the Code and shall take no action that
would result in such interest not being excluded from gross income for federal income tax purposes.
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If at any time the Authority is of the opinion that for purposes of this section it is necessary to restrict or
limit the yield on or change in any way the investment of any moneys held by the Trustee or the City or the
Authority under the Facilities Lease or the Trust Agreement, the Authority shall so instruct the Trustee or the
appropriate officials of the City in writing, and the Trustee or the appropriate officials of the City, as the case may
be, shall take such actions as may be necessary in accordance with such instructions.

In furtherance of the covenants of the City set forth above, the City and the Authority will comply with the
Tax Certificate and will cause the Trustee to comply with the Tax Certificate. The Trustee and the Authority may
conclusively rely on any such written instructions, and the City agrees to hold harmless the Trustee and the
Authority for any loss, claim, damage, liability or expense incurred by the Authority or Trustee for any actions taken
by the Authority or the Trustee in accordance with such instructions.

Purpose of Facilities Lease. The City covenants that during the term of the Facilities Lease, (a) it will use,
or cause the use of, the Demised Premises and the Facilities for public purposes and for the purposes for which the
Facilities are customarily used, (b) it will not vacate or abandon the Facilities or any part thereof, and (c) it will not
make any use of the Demised Premises and the Facilities which would jeopardize in any way the insurance coverage
required to be maintained pursuant to the Facilities Lease,

Net-Net-Net Lease. The Facilities Lease shall be deemed and construed to be a “net-net-net lease” and the
City agrees that the rentals and other payments provided for in the Facilities Lease shall be an absolute net return to
the Authority, free and clear of any expenses, charges or set-offs whatsoever.

Taxes. The City shall pay or cause to be paid all taxes and assessments of any {ype or nature charged to the
Authority or affecting the Demised Premises and the Facilities or the respective interests or estates therein; provided,
that with respect to special assessments or other governmental charges that may lawfully be paid in mstallments over
a period of years, the City shall be obligated to pay only such installments as are required Lo be paid during the term
of the Facilities Lease as and when the same become due.

The City shall also pay directly such amounts, if any, in each year as shall be required by the Authority for
the payment of all license and registration fees and all taxes (including, without limitation, income, excise, license,
franchise, capital stock, recording, sales, use, value-added, property, occupational, excess profits and stamp taxes),
levies, imposts, duties, charges, withholdings, assessments and governmental charges of any nature whatsoever,
together with any additions to tax, penalties, fines or interest thereon, including, without limitation, penalties, fines
or interest anising out of any delay or failure by the City to pay any of the foregoing or failure to file or furnish to the
Authority or the Trustee for filing in a timely manner any returns, thereinafter levied or imposed against the
Authority or the Facilities, the rentals and other payments required under the Facilities Lease or any parts thereof or
interests of the City or the Authority or the Trustee therein by any governmental auhority.

The City may, at the City’s expense and in its name, in good faith contest any such taxes, assessments and
other charges and, in the event of any such conlest, may permit the taxes, assessments or other charges so contested
io remain unpaid during the period of such contest and any appeal therefrom unless the Authority or the Trustee
shall notify the City that, in the opinion of independent counsel, by nonpayment of any such items, the interest of the
Authority in the Facilities and the Demised Premises will be materially endangered or the Facilities and the Demised
Premises, or any part thereof, will be subject o loss or forfeiture, in which event the City shall promptly pay such
laxes, assessments or charges or provide the Authority with full security against any loss which may result from
nonpayment, in form satisfaclory to the Authority and the Trustee.

Continning Disclosure. The City covenants and agrees that it will comply with and carry out all of the
provisions of the Continuing Disclosure Agreement. Notwithstanding any other provision of the Facilities Lease,
failure of the City to comply with the Continuing Disclosure Agreement shall not be considered an Event of Default
under the Facilities Lease; however, any Holder or Beneficial Owner may take such actions as may be necessary and
appropriate, including seeking mandate or specific performance by court order, to cause the City to comply with its
obligations under this section. For purposes of this section, “Beneficial Owner” means any person which has or
shares the power, directly or ndirectly, to make investmentl decisions concerning ownership of, any Bonds
{including persons holding Bonds through nominees, depositories or other intermediaries).
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Disclaimer of Warranties; Vendor’s Warranties; Use of the Facilities; Sublease

Disclaimer of Warranties. THE ISSUER MAKES NO AGREEMENT, WARRANTY OR
REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS TO THE VALUE, DESIGN, CONDITION,
MERCHANTABILITY, FITNESS FOR PARTICULAR PURPOSE OR FITNESS FOR USE OF THE
FACILITIES, OR WARRANTY WITH RESPECT THERETO. THE CITY ACKNOWLEDGES THAT THE
ISSUER 1S NOT A MANUFACTURER OF THE FACILITIES OR A DEALER THEREIN, THAT THE CITY
LEASES THE FACILITIES AS-IS, IT BEING AGREED THAT ALL OF THE AFOREMENTIONED RISKS
ARE TO BE BORNE BY THE CITY. In no event shall the Authority and Trustee be liable for any incidental,
indirect, special or consequential damage in connection with or arising out of the Facilities Lease or the existence,
furnishing, functioning or the City’s use of any 1tem or products or services provided for in the Facilities Lease.

Vendor’s Warranties. The Authority irrevocably appoints the City its agent and attorney-in-fact during the
term of the Facilities Lease, so long as the City shall not be in default under the Facilities Lease, 1o assert from time
to time whatever claims and rights, including warranties of the Facilities, which the Authority may have against the
manufacturers, vendors and contractors of the Facilities. The City’s sole remedy for the breach of such warranty,
indemnification or representation shall be against the manufacturer or vendor or contractor of the Facilities, and not
against the Authority, nor shall such matter have any effect whatsoever on the rights and obligations of the Authority
with respect to the Facilities Lease, including the right 1o receive full and timely payments under the Facilities
Lease. The Cily expressly acknowledges that the Authority makes, and has made, no representation or warranties
whatsoever as to the existence or availability of such warranties of the manufacturer, vendor or contraclor.

Use of the Facilities. The City will not install, use, operate or maintain the Facilities improperly,
carelessly, in violation of any applicable law or in a manner contrary to that contemplated by the Facilities Lease.
The City shall provide all permits and licenses, if any, necessary for the installaiion and operation of the Facilities.
In addition, the City agrees to comply in all respects (including, without limitation, with respect to the use,
mainienance and operation of the Facilities) with all laws of the jurisdictions in which its operations may extend and
any legislative, executive, administrative or judicial body exercising any power or jurisdiction over the Facilities;
provided, however, that the City may contest in good faith the validity or application of any such law or rule in any
reasonable manner which does not adversely affect the estate of the Authority in and to the Facilities or its interest
or rights under the Facilities Lease.

Sub-sublease of the Facilities. The Authority acknowledges that the City has entered into the Operating
Lease, which is a sub-sublease of the Facilities. With the prior written consent of the Trusiee pursuant to the Trust
Agreement, the City may enter into any exiension of the term of other amendment of the Operating Lease or the
AHM MAG Agreement or, in the event the Operating Lease is terminated, any additional sub-lease of the Facililies
or similar agreement with any new user of the Facilities.

SITE LEASE
Demised Property

The SPA and the City leases to the Authority and the Authority accepts any real properly interest conveyed
under the Facilities Lease and hires from the SPA and the City on the terms and conditions thereinafter set forth in
the Trust Agreement, the real property situated in the County of Contra Costa, State of California, and described in
the Site Lease and made a part thereof, together with any additional real property added thereto by any supplement
or amendment therelo, or any real property substituted for all or any portion of such property in accordance with the
Site Lease and the Trust Agreement (as thereinafier defined); subject, however, to any conditions, reservations, and
easements of record or known to the SPA or the City, as the case may be (therein collectively called the “Demised
Premises”) and the buildings and all other facilities located on the Demised Premises and described in the Site Lease
(the “Facilities™).
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Purpose

The Authority shall use the Demised Premises solely for the purpose of leasing the Demised Premises and
the Facilities thereon to the City pursuant to the Facilities Lease and for such purposes as may be incidental thereto;
provided, that in the event of default by the City under the Facilities Lease the Authority may exercise the remedies
provided in the Facilities Lease or in the Trust Agreement.

Assignments and Subleases

Unless the City shall be in default under the Facilities Lease, the Authority may not assign its rights under
the Site Lease or sublet the Demised Premises and the Facilities, except pursuant to the Facilities Lease, without the
written consent of the SPA or the City, as the case may be, which consent may be withheld in the SPA or the City’s
sole and absolute discretion, as the case may be. Upon the occurrence of a default by the City under the Facilities
Lease, the Authority may assign or sell its rights under the Site Lease or sublet the Demised Premises and the
Facilities, withoul the consent of the SPA or the City, as the case may be. Nothing in this section shall limit
assignment of the Site Lease pursuant 1o the Trust Agreement, or any other exercise of the rights of the Trustee
under the Trust Agreement.

Default

In the event the Authority shall be in default in the performance of any obligation on its part to be
performed under the terms of the Site Lease, which default continues for one hundred and eighty (180) days
following notice and demand for correction thereof to the Authority and the Trustee, the SPA or the City, as the case
may be, may exercisc any and all remedies granted by law, except that no merger of the Site Lease and of the
Facilities Lease shall be deemed to occur as a result thereof; provided, however, that the SPA or the City, as the case
may be, shall have no power 10 terminate the Site Lease by reason of any default on the part of the Authority if such
termination would affect or impair any assignment or sublease of all or any part of the Demised Premmises then in
effect between the Authority and any assignee or subtenant of the Authority. So long as any such assignee or
subtenant of the Authority shall duly perform the terms and conditions of the Site Lease, such assignee or subtenant
shall be deemed to be and shall become the tenant of the SPA or the City under the respective Site Lease and shall
be entitled to all of the rights and privileges granted under any such assignment; provided, further, that so long as
any Bonds are outstanding and unpaid in accordance with the terms thereof, the renials or any part thereof payable
to the Authority or Trustee shall continue to be paid to the Trustee on behalf of the Bondholder (as defined in the
Trust Agreement).

TRUST AGREEMENT

The Trust Agreement provides for, among other things, the issuance, execution and delivery of the Bonds
and sets forth the terms thereof, the creation of certain of the funds and accounts described in the Facilities Lease,
certain covenants of the Authority, defines events of default and remedies therefor, and sets forth the rights and
responsibilities of the Trustee.

Ceriain provisions of the Trust Agreement seiting forth the terms of the Bonds, the redemption provisions
thereof and the use of the proceeds of the Bonds are set forth elsewhere in this Official Statement. See “THE
SERIES 2009 BONDS.”

Revenues

Pledge of Revenues. All Revenues and any other amounts (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 thereby irevocably pledged to the payment of the interest and premium, if any, on and
principal of the Bonds as provided therein, and the Revenues shall not be used for any other purpose while any of
the Bonds remain Outstanding; provided, however, that out of the Revenues and other moneys there may be applied
such sums for such purposes as are permitied 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
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under the Trust Agreement {other than amounts on deposil 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 the Bonds. in the Trust
Agreement, the Authority assigned to the Trustee all of (he Authority’s rights and remedies under the Facilities
Lease; such assignment shall confer no duties or obligations of the Authorily upon the Trustee and shall be subject
to the provisions of the Trust Agreement,

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 ail Revenues when and as
received shall be received by the Authorily in trust under the Trust Agreement for the benefit of the Holders and
shall be transferred when and as received by the Authority 1o the Trustee for deposit in the Revenue Fund (the
“Revenue Fund™), which fund is created and which fund the Authority agrees and covenants to maintain with the
Trustee so long as any Bonds shall be Outstanding under the Trust Agreement. All Revenues shall be accounted for
through and held in trust in the Revenue Fund, and the Authority shall 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, shall nevertheless be allocated, applied and disbursed solely to the
purposes and uses thereinafter as set forth in the Trust Agreement, and shall be accounted for separately and apart
from all other accounts, funds, money or other resources of the Authority.

Establishment and Maintenance of Accounts for Use of Money in the Revenue Fund. Subjeci 1o the
Trust Agreement, all money in the Revenue Fund shall be set aside by the Trusiee in the following respective special
accounts or funds within the Revenue Fund (each of which is created and each of which the Authority covenants and
agrees to cause Lo be maintained) in the following order of priority:

(a) Interest Account,
(b} Principal Account, and
(c} Reserve Fund.

All money in each of such accounts shall be held in trust by the Trustee and shall be applied, used and withdrawn
only for the purposes thereinafier authorized in this section.

Interest Account, On each January | and July 1, commencing January 1, 2010, the Trustee shall set aside
from the Revenue Fund and deposit in the Interest Account that amount of money which is equal to the amount of
interest becoming due and payable on all Qutstanding Bonds on such January 1 and July 1, as the case may be.

There are established within the Interest Account the Series A Capitalized [nterest Subaccount and the
Series B Capitalized Interest Subaccount. Amounts on deposit in the Series A Capitalized Interest Subaccount shall
be applied to the payment of the interest on the Series A Bonds until exhausted and amounts in the Series B
Capitalized Interest Subaccount shall be applied io the payment of interest on the Series B Bonds until exhausted.

No deposit need be made in the Interest Account if the amount contained therein is at least equal to the
aggregate amount of inlerest becoming due and payable on all Qutstanding 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 il shall become due and payable (including accrued interest on any Bonds
purchased or redeemed prior to maturity).

Principal Account. On each July 1, the Trustee shall set aside from the Revenue Fund and deposit in the
Principal Account an amount of money equal to the principal amount of all Ouistanding Serial Bonds maturing or
becoming subjecl to mandatory sinking account redemption on such July 1.

No deposit need be made in the Principal Account if the amount contained therein is at least equal to the
aggregate amount of the principal of all Outstanding Serial Bonds maturing or becoming subject to mandatory
sinking account redemption by their terms on such July 1.
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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.

Reserve Fund, Afler making the deposit to the Interest Account as required by the Trust Agreement, the
Trustee shall transfer from the Revenue Fund to Reserve Fund the amount, it any, by which the amount then on
deposit in the Reserve Fund is less than the Reserve Requirement. All money in the Reserve Fund shall be used and
withdrawn by the Trustee solely for the purpose of replenishing the Interest Account or the Principal Account, in
that order, in the event of any deficiency at any time in either of such accounts, but solely for the purpose of paying
the interest or principal of or redemption premiums, if any, on the Bonds or for the retirement of all Bonds then
Ouistanding, except that so long as the Authority is not in default under the Trust Agreement, any cash amounts in
the Reserve Fund in excess of the amount required by this subsection to be on deposit therein shall be withdrawn
from the Reserve Fund and deposited in the Revenue Fund on each January | and July 1. For purposes of
determining the amount on deposit in the Reserve Fund, the Trustee shall value on the last Business Day of each
June and December those amounts invested in Permitied Investments at the market value thereof.

Application of Insurance Proceeds. In the event of any damage to or destruction of any part of the
Facilities covered by insurance, the Authority, except as provided by the Trust Agreement, shall cause the proceeds
of such insurance to be utilized for the repair, reconstruction or replacement of the damaged or destroyed portion of
the Facilities, and the Trustee shall hold said proceeds in a fund established when required by the Trustee for such
purpose separate and apart from all other funds, to the end that such proceeds shall be applied to the repair,
reconstruction or replacement of the Facilities to at least the same good order, repair and condition as it was in prior
to the damage or destruction, insofar as the same may be accomplished by the use of said proceeds. The Trustee
shall invest said proceeds in Permitted Investments pursuant to the Written Request of the Authority, as agent for the
Authority under the Facilities Lease, and withdrawals of said proceeds shall be made from time to time upon the
filing with the Trustee of a cerlification of the City, stating that the City has expended moneys or incurred liabilities
in an amount equal to the amount therein stated for the purpose of the repair, reconstruction or replacement of the
Facilities, and specifying the items for which such moneys were expended, or such labilities were incurred, in
reasonable detail. The City shall file a Certification with the Trustee that sufficient funds from insurance proceeds
or from any funds legally available to the City, or from any combination thereof are available in the event it elects to
repair, reconstruct or replace the Facilities. Any balance of such proceeds not required for such repair,
reconstruction or replacement and the proceeds of use and occupancy insurance shall be treated by the Trustee as
Base Rental Payments and applied in the manner provided by the Trust Agreement Alternatively, the City, at its
option, if the proceeds of such insurance together with any other moneys then available for such purpose are
sufficient 10 prepay all, in case of damage or destruction in whole of the Facilities, or that portion, in the case of
partial damage or destruction of the Facilities, of the Base Rental Payments relating to the damaged or destroyed
portion of the Facilities, may elect not to repair, reconstruct or replace the damaged or desiroyed portion of the
Facilities and thereupon shall cause said proceeds to be used for the redemption of Oulstanding Bonds pursuant to
the applicable provisions of the Trust Agreement. The City shall not apply the proceeds of insurance to redeem the
Bonds in part due to damage or destruction of a portion of the Facilities unless the Base Rental Payments on the
undamaged portion of the Facilities will be sufficient to pay the initially-scheduled principal and interest on the
Bonds remaining unpaid afier such redemption.

Deposit and Investments of Money in Accounts and Funds. Subject to the Trust Agreement, all money
held by the Trustee in any of the accounts or funds established pursuant to the Trust Agreement shall be invested in
Permitted investments at the Written Request of the Authority. Such investments shall, as nearly as practicable,
mature on or before the dates on which such money is anticipated to be needed for disbursement under the Trust
Agreement. Moneys in the Reserve Fund shall be invested in Permitted Investments with a term to maturity not
exceeding five (5) years from the date of investment; provided, however, that any Permitled Investment with a
nominal term greater than five years but which permits withdrawal of the entire principal amount of such investment
at par, without penalty and at such times as shall be required hereunder, shall be deemed to have a maturity for
purposes of this sentence of the first such permitted withdrawal date. Moneys in the Reserve Fund shall not be
invested in the obligations described in clause (10) of the definition of Permitted Invesiments. Subject to the Trust
Agreement, all interest or profits received shall be deposited first in the Reserve Fund, to the extent necessary 1o
make amounts on deposit in the Reserve Fund equal 10 the Reserve Fund Requirement, and then in the Revenue
Fund.
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The Trustee may commingle the funds and accounts established under the Trust Agreement for investment
purposes, but shall account for each separately. The Trustee or an affiliate may act as principal or agent in the
acquisition or disposition of any investment and shall be entitled to its customary fees therefor. In the absence of
written investment instruclions from the Authority, the Trustee shall (i) notify the Authority in writing that it does
not have investment instructions, and {i1) until such instructions are received, invest in those investments described
in clause (7) of the definition of Permitted Investinents. The Trustee shall not be liable for any loss for any
investment made in accordance with this section.

Port Revenue Fund., The Trustee shall establish and maintain the Port Revenue Fund for the purpose of
receiving and applying AWC Payments and payments made by AHM under the AHM MAG Agreement in
accordance with the Facilities Lease, Amounts in the Port Revenue Fund shall be applied in the following order of
priority:

(a) Upon request of the City, the Trustee shall withdraw amounts from the Pori Revenue Fund to pay
Expenses of the Enterprise (as defined in the Ordinance); provided that the City certifies (hat other Revenues (as
defined in the Ordinance) are not sufficient therefore and provided that the City certifies that the Expenses of the
Enterprise are as defined in the Ordinance.

(b) On each January | and July 1, commencing on January 1, 2010, the Trustee shall withdraw an
amount from the Port Revenue Fund equal to the lesser of (i) the amount on deposit therein or (ii) the amount of
interest and principal, if any, on the Bonds payable on such date and transfer such amount 1o the Revenue Fund.
Notwithstanding the foregoing, in the event that additional Port Obligations (as defined in the Ordinance) are issued
on a parity with the Facilities Lease, the Trustee shall only apply amounts pursuant to this subsection (b} to the
extent that the City or any fiduciary for such parity Port Obligations has not notified the Trustee they are not
otherwise payable to satisfy such parity Port Obligations.

(c) On each July 2, commencing July 2, 2010, the Trustee shall transfer any amounts remaining in the
Port Revenue Fund to the City for its use pursuant to the Ordinance.

Covenants of the Authority; Assignment to Trustee

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 faithfuily observe
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 excepl 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 excepl the Bonds.

Tax Covenants. The Authority covenants that it shall not take any action, or fail to take any action, if such
action or failure to take such action would adversely affect the exclusion from gross income of the interest payable
on the Series A Bonds under Section 103 of the Code. Without limiting the generality of the foregoing, the
Authority covenants that it will comply with the requirements of the Tax Certificate, which is incorporated into the
Trust Agreement as if fully set forth therein. This covenant shall survive payment in full or defeasance of the Series
A Bonds.

(a) In the event that at any time the Authority is of the opinion that for purposes of this section it is
necessary or helpful to restrict or limit the yield on the investment of any moneys held by the Trustee under the
Trust Agreement, the Authority shall so instruct the Trustee under the Trust Agreement in writing, and the Trustee
shall take such action as may be necessary in accordance with such instructions.
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(b) Notwithstanding any provisions of this section, if the Authority shall provide to the Trustee an
Opinion of Counsel of recognized standing in the field of law relating 10 municipal financing that any specified
action required under this section is no longer required or that some further or different action is required to maintain
the exclusion from federal income tax of interest on the Scries A Bonds, the Trustee may conclusively rely on such
opinion in complying with the requirements of this section and of the Tax Certificate, and the covenants under the
Trust Agreement shall be deemed to be modified to that extent.

Accoanting 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 relaiing 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 one hundred eighty (180) days after
the close of each Fiscal Year, the Authority shall furnish or cause to be furnished to the Trustee a complete financial
statement covenng receipts, disbursements, allocation and application of Revenues for such Fiscal Year. The
Authority shall also keep or cause to be kept such other information as required under the Tax Certificate. The
Trustee shall have no duty to review or examine such stalement.

Prosecution and Defense of Suits. The Authority will 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 Authonty 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 Trusiee against any and all
Hability 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 to which it may 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 or willful misconduct of
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.

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 Hoiders all rights, interests,
powers, benefits, privileges and advantages conferred or intended to be conferred upon them under the Trust
Agreement.

Assignment to Trustee; Enforcement of Obligations. (a) The Authority, for good and valuable
consideration, the receipt of which is acknowledged, does unconditionally grant, transfer and assign to the Trustee,
without recourse, all of its rights, title and interest under the Facilities Lease and the Site Lease, except, prior to any
Event of Defauit under the Trust Agreement or under the Facilities Lease or the Site Lease, (i) the Authority’s rights
to receive any notices under the Trust Agreement, the Site Lease or the Facilities Lease, (i) the Authority’s right to
receive payments, if any, with respect to fees, expenses and indemnification and certain other purposes under the
Facilities Lease or the Site Lease and (iii) the Authority’s rights to give approvals or consents pursuant to the
Facilities Lease or the Site Lease, but including, without limitation, the right to collect and receive directly all of the
Revenues and the right to hold and enforce any security interest, and any Revenues collecied or received by the
Authority shall be deemed to be held, and to have been collected or received, by the Authority as the agent of the
Trustee, and shall forthwith be paid by the Authority to the Trustee.

(b) Subject to the terms of the Trust Agreement, the Trustee also shall be entitled to take all steps,
actions and proceedings reasonably necessary in its judgment (1) to enforce the terms, covenants and conditions of,
and preserve and protect the priority of its interest in and under, the Facilities Lease, the Site Lease and any other
security agreement in favor of the Trustee with respect to the 2009 Project or the Bonds, and (2) to assure
comphance with all covenants, agreements and conditions on the part of the Authority contained in the Trust
Agreement with respect to the Revenues. The Trustee shall give all notices which the Authority requests that the
Trustee give under the Facilities Lease.
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Amendment of the Trust Agreement

Amendment of the Triust Agreement. The Trust Agreement and the rights and obligations of the Authority
and of 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 majorily in aggregate principal amount of the Bonds then Qutstanding,
exclusive of Bonds disqualified as provided in the Trust Agreement are filed with the Trustee. 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 written consent of the Hoider of such Bond, or (2} permil the
creation by the Authority of any pledge of or charge or lien upon the Revenues as provided in the Trust Agreement
superior 10 or on a parity with the pledge, charge and lien created thereby for the benefit of the Bonds, or (3) reduce
the percentage of Bonds required for the writlen consent to any such amendment, or (4) modify any rights or
obligations of the Trusltee, the Authority or the Cily withoul their prior wrilten assent therelo, 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 the Holders, but only Lo the extent permitted by law and afler receipt of an approving Opinion of Counsel,
for any purpose that will not materially adversely affect t the interests of the Holders, including (without limitation)
for any one or more of the following purposes --

() o add to the agreements and covenanis required in the trust Agreement 10 be performed
by the Authority other agreements and covenants thereafler to be performed by the Authorily, or to
surrender any right or power reserved therein to or conferred therein on the Authority;

(b) to make such provisions for the purpose of curing any ambiguity or of comrecting, curing
or supplementing any defective provision coniained in the Trust Agreement or in regard o questions
arising thereunder which the Authority may deem desirable or necessary and not inconsistent herewith;

{c) to provide for the issuance of any Bonds; or

(d) to add to the agreements and covenanls 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,

Disqualified Bonds. Bonds owned or held by or for the account of the Authority shall not be deemed
Outstanding for the purpose of any consent or other action or any calculation of Outstanding Bonds provided in the
Trust Agreement, and shall not be entitled to consent to or take any other action provided in the Trust Agreement.

Endorsement or Replacement of Bonds After Amendment. After the effective date of any action laken as
provided in the Trust Agreement, the Authority may determine that the Bonds may bear a notation by endorsement
in form approved by the Authority as to such action, and in that case upon demand of the Holder of any Outstanding
Bonds and presentation of this Bond for such purpose at the office of the Trusiee a suitable notation as to such action
shall be made on such Bond. If the Authority shall so determine, new Bonds so modified as, in the opinion of the
Authority, shall be necessary to conform to such action shall be prepared and executed, and in that case upon
demand of the Holder of any Qutstanding Bond a new Bond or Bonds shall be exchanged at the office of the Trustee
without cost 10 each Holder for its Bond or Bonds then Outstanding upon surrender of such Outstanding Bonds.

Amendment by Mutual Consent, The Trust Agreement shall not preveni any Holder from accepling any
amendment as to the particular Bonds held by him, provided that due notation thereof is made on such Bonds.

Events of Default and Remedies

Events of Default and Acceleration of Maturities. If one or more of the following events (therein called
“events of default”) 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;
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(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 maturity
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 defaull by the
Trustee;

(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 Authorily seeking
arrangement or reorganization under the federal bankrupicy laws or any other applicable law of the United States of
America or any stale 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 iis
property; or

(e) if an Event of Default has occurred under the Facilities Lease;

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 fifty-one percent (51%) in aggregate principal amount of the Bonds
then Outstanding shall, by notice in writing to the Authority, declare the principal of all Bonds then Outstanding 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.

This provision, however, is subject to the condition that if at any time after the principal of the Bonds then
QOutstanding 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 to pay
all matured interest on all the Bonds and all principal of Bonds matured prier to such declaration, with interest at the
rate borne by such Bonds on such overdue interest and principal, and the reasonable fees and expenses of the
Trustee, and any and all other defaults known 16 the Trustee (other than in the payment of interest on and principal
of the Bonds due and payable solely by reason of such declaration) shall have been made good or cured to the
satisfaction of the Trustee or provision deemed by the Trustee to be adequate shall have been made therefor, then
and in every such case the Holders of not less than fifty-one percent (51%) in aggregate prnincipal amount of Bonds
then Quitstanding, by written notice to the Authority and to the Trustee, may on behalf of the Holders of all the
Bonds then Quistanding rescind and annul such declaration and its consequences; but no such rescission and
annulment shall extend to or shall affect any subsequent default or shall impair or exhaust any right or power
consequent thereon.

Application of Funds Upon Accelerafion. All moneys in the accounts and funds of Sections 2,11, 3.02,
and 3.03 of the Trust Agreement, upon the date of the declaration of acceleration by the Trustee and all Revenues
(other than Revenues on deposit in the Rebate Fund) thereafier received by the Authority under the Trust Agreement
shall be transmitted 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 1o the payment of the fees, costs
and expenses of the Trustee, if any, in carrying out the provisions of Article VII of the Trust Agreement, including
reasonable compensation to its accountants and counsel; 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 s0 owing and unpaid upon the Bonds, then to the payment of such interest, principal and (o the -
extent permitted by law) interest on overdue interest and principal without preference or priority among such
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interest, principal and interest on overdue interest and principal ratably to the aggregate of such interest, principal
and interest on overdue interest and principal.

Institution of Legal Proceedings by Trustee. 1f one or more of the events of default shall happen and be
continuing, the Trustee may, and upon the written request of the Holders of a majority in principal amount of the
Bonds then Qutstanding, and upon being 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 by a suil in equily or aciion al law, either
for the specific performance of any covenant or agreement contained therein, or in aid of the execution of any power
granted in the Trust Agreement or therein, 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 Trust Apreement.

Non-Waijver. Nothing in the Trust Agreement or in any other provision thereof or in the Bonds shall affect
or impair the obligation of the Authority, which is absolute and unconditional, to pay the interest on and principal of
and redemption premiums, if any, on the Bonds to the respective Holders of the Bonds at the respective dates of
malurity or upon prior redemption as provided in the Trust Agreement from the Revenues as provided therein
pledged for such payment, or shall affect or impair the right of such Holders, which is also absolute and
unconditional, to institute suit to enforce such payment by virtue of the contract embodied in the Trust Agreement
and in the Bonds.

A waiver of any default or breach of duty or contract by the Trustee or any Holder 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 Trustee or any Holder 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
10 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 Holders by the Act or by the provisions of the Trust Agreement may be enforced and
exercised from time to time and as often as shall be deemed expedient by the Trustee or the Holders.

[f any action, proceeding or suit Lo enforce any right or exercise any remedy is abandoned, the Authority,
the Trustee and any Holder shall be resiored to their former positions, rights and remedies as if such action,
proceeding or suit had not been brought or taken.

Actions by Trustee as Attorney-in-Fact. Any action, proceeding or suit which any Holder shall have the
right to bring to enforce any right or remedy under the Trust Agreement may be brought by the Trustee for the equal
benefit and protection of all Holders, whether or not the Trustee is a Holder, and the Trustee is appointed (and the
any successive Holders, by taking and holding the Bonds issued under the Trust Agreement, shall be conclusively
deemed to have so appointed 1) the true and lawful attorney-in-fact of the Holders for the purpose of bringing any
such action, proceeding or suit and for the purpose of doing and performing any and all acts and things for and on
behalf of the Holders as a class or classes as may be advisable or necessary in the opinion of the Trustee as such
attorney-in-fact.

Remedies Not Exclusive. No remedy conferred in the Trust Agreement upon or reserved to the Holders 1s
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 Trust Agreement or now or thereafter 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.

Limitation on Bondholders’ Right fo Sue. No Holder 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; (b) the Holders of at least a majority in aggregate principal amount of all the Bonds then
Outstanding shall have made written request upon the Trustee to exercise the powers therein before granted or to
nstitute such suit, action or proceeding in its own name; (¢) 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 shall have been received by, and said tender of indemnity shall have been made to, the Trustee.
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Such notification, request, 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 in the Trust Agreement,
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 therein provided and for the equal benefit of all Holders of the Outstanding Bonds.

Defeasance

Discharge of Bonds. (a) 1f 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 Authorily 10 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 Trusiee shall execule and deliver to the Authority all such instruments as may be necessary or desirable to
evidence such discharge and satisfaction, and 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.

(b) Any Outstanding 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) of this section 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 provisions of the
Trust Agreement, (2) there shall have been deposited with the Trustee either {A) money in an amount which shall be
sufficient or {B) Permitted Investments of the type described in clause (1) of the definition of Permitied Investments
and which are not subject to redemption prior to maturity (including any such Permitted Investments issued or held
in book-entry form on the books of the City or the Treasury of the United States of America) or tax exempt
obligations of a state or political subdivision thereof which have been defeased under irrevocable escrow
instructions by the deposit of such money or Permitted Invesiments and which are then rated in the highest rating
category by each rating agency then rating the Bonds, 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 succeeding sixty (60) days, the Authority shall have given the Trustee in form satisfactory to it
irrevocable instructions to mail as soon as practicable, a notice to the Helders 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 maturily 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.

Unclaimed Money. Anything contained in the Trust Agreement to the contrary notwithstanding, any
money held by the Trustee in trust for the payment and discharge of any of the Bonds or inlerest thereon which
remains unclaimed for two (2) years afler the date when such Bonds or interest thereon have become due and
payable, either at their stated maturity dates or by call for redemption prior to maturity, if such money was held by
the Trustee at such date, or for two (2) years after the date of deposit of such money if deposited with the Trustee
after the date when such Bonds have become due and payable, shall at the Written Request of the Authority be
repaid by the Trustee to the Authority as its absolute property free from trust, and the Trustee shall thereupon be
released and discharged with respect thereto and the Holders shall not look to the Trustee for the payment of such
Bonds; provided, that before the Trustee shall be required to make any such repayment the Authority shall mail a
notice to the Holders of afl Outstanding Bonds and to such securities depositories and securities information services
selected by 1t pursuant to the Trust Agreement that such money remains unclaimed and that afier a date named in
such notice, which date shall not be less than thirty (30) days after the date of the first publication of each such
notice, the balance of such money then unclaimed will be returned to the Authority.

D-31



Miscellaneous

Liability of Authority Limited to Revenues. Notwithstanding anything contained in the Trust Agreement,
the Authority shall not be required 10 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 agreementis or covenants therein contained. The Authority may,
however, advance funds for any 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 to 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 upen the Revenues, and the Revenues constitute a trust 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 Authorily, said State nor any of its political subdivisions is liable thereon, nor in any
event shall the Bonds be payable out of any funds or properties other than those of the Authority as provided therein.
The Bonds do not constitute an indebtedness within the meaning of any constitutional or statutory limitation or
restriction.

Benefits of the Trust Agreement Limited to Parties. Nothing contained in the Trust Agreement, expressed
or implied, is intended to give 1o any person other than the Authority, the Trustee and the Holders any right, remedy
ot claim under or by reason thereof. Any agreement or covenant required therein to be performed by or on behalf of
the Authority or any member, officer or employee thereof shall be for the sole and exclusive benefit of the Trustee
and the Holders.
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APPENDIX E
FORM OF CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement (this “Disclosure Agreement”) is executed and delivered
by the City of Richmond (the “City”) and Union Bank, N.A., as trustee (the “Trustee”) in connection with
the issuance of $26,830,000 principal amount of Richmond Joint Powers Financing Authority Point Potrero
Lease Revenue Bonds, Serics 2009A (the “Serics 2009A Bonds™) and $20,280,000 principal amount of
Richmond Joint Powers Financing Authority Point Potrcro Taxable Lease Revenue Bonds, Series 20098 (the
“Taxable Series 2009B Bonds™ and together with the Serics 2009A Bonds, the “Series 2009 Bonds™). The
Series 2009 Bonds are being issucd pursuant to the terms of a Trust Agreement, dated as of July 1, 2009
(the “Trust Agrecment”), by and betwcen the Authority and Trustee. Pursuant to the Facilities Lcase, dated
as of July 1, 2009 (the “Facilitics Lease™), by and between the City and the Richmond Joint Powers
Financing Authority (the “Authority”), the City has covenanted to comply with its obligations hereunder
and to assume all obligations for continuing disclosure with respect to the Scries 2009 Bonds. The City
and the Trustec hereby covenant and agrec as follows:

SECTION 1. Purpose of this Disclosure Agreement. This Disclosure Agrecment is being
cxecuted and delivered by the City and the Trustee for the benefit of the Owners and Beneficial Owners
of the Series 2009 Bonds and in order to assist the Participating Underwriter (as defined below) in
complying with the Rule (as defined below).

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

“dAnnual Report” means any Annual Report of the City provided pursuant to, and as described in,
Sections 3 and 4 of this Disclosure Agreement.

“Beneficial Owner” mecans any person which (a) has the power, directly or indircctly, to vote or
consent with respect to, or to dispose of ownership of, any Series 2009 Bonds (including persons holding
Series 2009 Bonds through nominees, depositories or other intermediaries), or (b) is treated as the owner
of any Series 2009 Bonds for federal income tax purposes,

“Commission” means the Securitics and Exchange Commission.

“Disclosure Representative” means the Director of Finance of the City or any designee, or such
other officer of employee as the City may designate in writing to the Trustee and the Dissemination Agent
from time to time.

“Dissemination Agent” means initially the Trustee, acting in its capacity as Dissemination Agent
hercunder, or any successor Disscmination Agent designated in writing by the City and which has filed a
written acceptance of such designation with the Trustee.

“Listed Events” means any of the events listed in Section 5(a) of this Disclosure Agreement.

“Participating Underwriter” means the original underwriter of the Serics 2009 Bonds required to
comply with the Rule in connection with the offering of the Scries 2009 Bonds.

“Repository” means the Electronic Municipal Market Access site maintained by Municipal
Securities Rulemaking Board at http://emma.msrb.org or any other entity designated or authorized by the

Securities and Exchange Commission to receive reports pursuant to the Rule.

E-1


http://msrb.org

“Rufe” means paragraph (b) (5) of Rule 15¢2-12 adopted by the Commission undcr the Sccurities
Exchange Act of 1934, as the same may be amended from time to time.

“State” means the State of California.

SECTION 3. Provision of Annual Reports.

(a) The City shall, or shall cause the Dissemination Agent to, not later than two hundred
seventy (270) days aficr the end of the City’s fiscal year (currently June 30), commencing with the report
for the City’s Fiscal Year ended June 30, 2009, provide to the Repository copies of an Annual Report
which is consistent with the requircments of Section 4 of this Disclosure Agreement. The Annual Report
must be submitted in electronic format, accompanicd by such identifying information as is prescribed by
thc Repository, and may include by reference other information as provided in Section 4 of this
Disclosurc Agreement; provided that the audited financial statements of the City may be submitted
separaicly from the balance of such Annual Report and later than the date required above for the filing of
such Ammual Report if they are not available by that date. f the City’s fiscal year changes, the City shall
give notice of such change in the same manner as for a Listed Event under Section 5(c).

(b) Not later than fifteen {15) Business Days prior to the date specificd in Section 3(a) for
providing ¢ach Annual Report to the Repository, the City shall provide such Annual Report to the
Dissemination Agent and the Trustee (if the Trustee is not the Dissemination Agent); provided, however,
that the City my distribute the Annual Report to the Repository itself after providing written notice to the
Trustec and the Dissemination Agent. If by said 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.

(c) If the City is unable to provide to the Dissemination Agent an Annual Report by the date
required in subsection (a), the Disscmination Agent is irrevocably instructed to file a notice, in electronic
format, to the Repository in substantiatly the form attached hereto as Exhibit A.

(d) The Dissemination Agent shall file a report with the City certifying that the Annual
Report has been provided pursuant to this Disclosurc Agreement and stating the datc it was provided.

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

(a) The audited financial statements of the City, including the Port of Richmond, for the
fiscal year most rccently ended, prepared in accordance with generally accepted accounting principles as
promulgated to apply to governmental entitics from time to time by the Governmental Accounting
Standards Board. If the City’s audited financial statements are not available by the time the Annual
Reports are required to be filed pursuant to subsection 3(a) of this Disclosure Agreement, the Annual
Reports shall contain unaudited financial statements in a format similar to the financial statements
contained in the final Official Statement relating to the Series 2009 Bonds, and the audited financial
statements shall be filed in the same manner as the Annual Reports when they become available.

(b) To the extent not included in the financial statements, the following typcs of information
will be provided in one or more reports:

(i) a summary financial information on revenues, expenditures and fund balances for

the City’s general fund for the fiscal year of the City most recently ended, similar to the
information presented in Table A-2;
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(i) a summary financial information on the proposed and adopted budgets of the
City for the current fiscal year and any changes in the adopted budget, similar to the information
presented in Table A-3;

(iii) a summary of assessed valuation of taxable property of the City for the current
fiscal year , similar to the information presented in Table A-6;

(iv) a summary of property tax reccipts of the City for the current fiscal year , similar
to the information presented in Table A-7;

(v) a summary of sccured tax levies and delinquencies in the City for the current
fiscal year , similar to the information prescnted in Table A-8;

(vi) a summary of the largest sccured taxpayers in the City for the current fiscal year,
similar to the information presented in Table A-11;

(vii)  a summary of sales tax receipts in the City for the current fiscal year, similar to
the information presented in Table A-15;

(viil)  principal customers by revenue for the Port of Richmond for the fiscal year of the
City most recently ended, similar to the information presented in Table C-1;

(ix) principal customers by tonnage for the Port of Richmiond for the fiscal year of the
City most recently ended, similar to the information presented in Table C-2;

(x) cargo tonnage/vessel landings for the Port of Richmond for the fiscal year of the
City most recently ended, similar to the information presented in Table C-3; and

(xi) historical Net Port Revenues for the fiscal year of the City most recently ended,
similar to the information presented in Table C-4.

(c) Prior to the completion of the 2009 Project, a summary on the status of construction of
the 2009 Project.

Any or all of the items listed above may be included by specific reference to other documents,
including official statements or other disclosure documents of debt issues of the City or related public
entitics, which have been filed with thc Repository or the Sccurities and Exchange Commission. If the
document included by refercnce is a final official statement, it must be available from the Repository.
The City shall clearly identify each such other document so included by reference.

The contents, presentation and format of the Annual Reports may be modified from time to time
as determined in the judgment of the City to conform to changes in accounting or disclosure principles or
practices and legal requirements followed by or applicable to the City or to reflect changes in the
business, structure, operations, legal form of the City or any mergers, consolidations, acquisitions or
dispositions made by or affecting the City; provided that any such modifications shall comply with the
requirements of the Rule.
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SECTION 5. Reporting of Significant Events.

{(a) Pursuant to the provisions of this Scction 5, the City shall give, or cause to be given,
notice of the occurrence of any of the following events with respect to the Scries 2009 Bonds, if material:

(1) principal and interest payment delinquencies;

(i) non-payment related defaults;

(iii)  unscheduled draws on debt service reserves reflecting financial difficultics;

(iv) unscheduled draws on credit enhancements reflecting financial difficulties;

(v) substitution of credit or liquidity providers, or their failure to perform;

{vi) adverse tax opinions or events affecting the tax status of the Scries 2009 Bonds;

(vii}  modifications to the rights of Owners of the Serics 2009 Bonds;

(vit1)  bond calls other than mandatory sinking fund redemptions;

(ix) defeasances;

x) relcase, substitution, or sale of property, if any, securing repayment of the Series
2009 Bonds; and

{xi) rating changes.

(b) The Trustee shall, promptly upon obtaining actual knowledge at its principal corporate
trust office as specified n Section 12 hereof of the occurrence of any of the Listicd Events, contact the
Disclosure Representative, inform such person of the event, and request that the City promptly notify the
Dissemination Agent in writing whether or not to rcport the event pursuant to Section (5); 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 in this Section 5.

(©) Whenever the City obtains knowledge of the occurrence of a Listed Event, whether duc
to a notice from the Trustee or pursuant to Section 5(b) or otherwisc, the City shall as soon as possibie
determine if such event would be material under applicable fedcral securities laws.

{d) If the City determines that knowledge of the occurrence of a Listed Event would be
material under applicable federal securities laws, the City shall promptly file, or cause to be filed, a notice
of such event with the Repository. Notwithstanding the foregoing, notice of Listed Events described in
Sections 5(a)(viii) and (ix) nced not be given under this subsection any carlicr than when the notice, if
any, of the underlying event is given to Owners of affected Series 2009 Bonds pursuant to the Trust
Agreement.

(e) If in response to a request under Section 5(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 Dissemination Agent not to report the occurrence.

(0 If the Dissemination Agent has been instructed by the City to report the occurrence of a
Listed Event, the Disscmination Agent shall file a notice of such occurrence with the Repository.
Notwithstanding the foregoing, notice of Listed Events described in Section 5(a)}(viii) and (ix) nced not be
given under this subsection any earlier than the notice (if any) of the underlying event is given to Holders
of affected Scries 2009 Bonds pursuant to the Trust Agreement.

() The Dissemination Agent may conclusively rely on an opinion of counsel that the City’s
instructions to the Disscmination Agent under this Section 5 comply with the requirements of the Rule.
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SECTION 6. Termination of Reporting Obligation. The City’s obligations under this Disclosurc
Agreement shall terminate upon the legal defeasance, prior redemption or payment in full of all of the
Serics 2009 Bonds. If such termination occurs prior to the final maturity of the Serics 2009 Bonds, the
City shall give notice of such tcrmination in the samc manncr as for a Listed Event under Scction 5(c).

SECTION 7. Dissemination Agent. The City may, from time to time, appoint or engage a
Disscmination Agent to assist it in carrying out its obligations under this Disclosurc Agreement, and may
discharge any such Disscmination Agent, with or without appointing a successor Dissemination Agent.
The Dissemination Agent may resign by providing sixty (60) days written notice to the City. The
Disscmination Agent shall not be responsible in any manner for the content of any noticc or report
prepared by the City pursuant to this Disclosure Agrecment, If at any time there is not any other
designated Dissernination Agent, the City shall be the Dissemination Agent. The initial Dissemination
Agent shall be the Trustee.

SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosurc
Agreement, the City may amend this Disclosure Agreement (and the Trustee and the Dissemination
Agent shall consent to any amendment so requested by the City provided such amendment does not
impose any greater duties, or risk of liability on the Trustee, as the casc may be) and any provision of this
Disclosure Agreement may be waived, provided that the following conditions arc satisfied:

(a) If the amendment or waiver relates to the provisions of Section 3(a), Scction 4, or
Scction 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 Series 2009 Bonds, or the type of business conducted;

(b) The undertakings, as amended or taking into account such waiver, would, in the opinion
of nationally recognized bond counscl, have complied with the requirements of the Rule at the time of the
original issuance of the Scries 2009 Bonds, after taking into account any amendments or interpretations of
the Rule, as well as any change in circumstances; and

(c) The amendment or waiver cither (i) is approved by the Owners of the Series 2009 Bonds
in the same manner as provided in the Indenture for amendments to the Indenture with the consent of
Owners of the Series 2009 Bonds, or (i1} does nat, in the opinion of nationally recognized bond counsel,
materially impair the interests of the Owners or Beneficial Owners of the Series 2009 Bonds.

In the event of any amendment or waiver of a provision of this Disclosure Agreement, the City
shall describe such amendment in its 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
prescnted by the City. In addition, it the amendment relates to the accounting principles to be followed in
preparing financial statements, (i) notice of such change shall be given in the same manner as for a Listed
Event undcr Secction 5(c), and (ii) the Annual Report for the year in which the change is made shall
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 Agreement shall be deemed to
prevent the City from disseminating any other information, including the information then contained in
the City’s official statements or other disclosure documents relating to debt issuances, using the means of
dissemination set forth in this Disclosure Agreement 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 15 required by this Disclosure Agreement. 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
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by this Disclosure Agrcement, the City shall have no obligation under this Disclosure Agreement to
update such information or include it in any future Annual Report or notice of occurrcnce of a Listed
Event.

SECTION 10. Default. In the event of a failure of the City to comply with any provision of this
Disclosure Agreement, the Trustce may (and upon written request of at least 25% aggregate principal
amount of Outstanding Serics 2009 Bonds shall) or any Owner or Beneficial Owner of the Scries 2009
Bonds may take such actions as may be neccssary and appropriate, including seeking mandamus or
specific performance by court order, to cause the City, the Trustee or the Dissemination Agent, as the case
may be, to comply with its obligations under this Disclosure Agreement. A default under this Disclosure
Agrcement shall not be decmed an Event of Default under the Indenture with respect to the Scries 2009
Bonds, and the sole remedy under this Disclosure Agreement in the event of any failure of the City, the
Trustec or the Dissemination Agent to comply with this Disclosure Agrecment shall be an action to
compel performance, and no person or entity shall be entitled to recover monetary damages undcer this
Disclosure Agreement.

SECTION 11. Dutics, Immunities and Liabilities of Dissemination Agent. The Dissemination
Agent and the Trustee shall have only such duties as are specifically set forth in this Disclosurc
Agreement, and the City agrees, to the extent permitted by law, to indemnify and save the Disscmination
Agent and the Trustece, its officers, directors, employces and agents, harmless against any loss, expensc
and liabilitics which it may incur arising out of or in the exercise or performance of its powers and duties
hereunder, including the costs and expenses (including attorneys’ fecs) of defending against any claim of
hability, but excluding habilitics due to the Dissemination Agent’s negligence or willful misconduct. The
obligations of the City under this Section 11 shall survive resignation or removal of the Dissemination
Agent and payment of the Series 2009 Bonds.

SECTION 12. Notices. Any notices or communications to or among any of the parties to this
Disclosure Agreement may be given as follows:

To the City: City of Richmond
Richmond City Hall
1401 Marina Way South
Richmond, California 94804
Attention: Director of Financc
Telephone; 510-620-6740
Fax: 510-620-6522

If to the Trustce: Union Bank, N A.
350 California Strect, | 1th Floor
San Francisco, California 94104
Attention: James Myers
Telephone: 415-273-2519
Fax: 415-273-2492

SECTION 13. Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of the
City, the Dissemination Agent, the Participating Underwriter, the Owners and Beneficial Owners from
time to time of the Series 2009 Bonds, and shall create no rights in any other person or entity.
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SECTION 14. Counterparts. This Disclosure Agreement may bc executed in several
counterparts, cach of which shall be an original and all of which shall constitute but one and the same
instrument.

Dated: , 2009

CITY OF RICHMOND

By:

Finance Dircctor

UNION BANK, N.A.,, as Trustece

By:

Authaorized Officer
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EXHIBIT A

FORM OF NOTICE TO REPOSITORY OF FAILURE TO FILE ANNUAL REPORT

Obligated Person: City of Richmond, California

Richmond Joint Powers Financing Authority Point Potrero Leasec Revenuc Bonds,

Scries 2009A and

Richmond Joint Powers Financing Authority Point Potrero Taxable Lease Revenue
Name of Bond Issuc: Bonds, Series 2009B
Issuance Datc: , 2009

NOTICE IS HEREBY GIVEN that the CITY OF RICHMOND (the “City”) has not provided an
Annua! Report with respect to the above-named Series 2009 Bonds as required by Section 8.11 of the
Facilities Lease dated as of July 1, 2009, executed and delivered by the City. [The City anticipates the

Annua! Report will be filed by ]

Dated:
CITY OF RICHMOND
By:
Title:

cc: Trustec and Dissemination Agent
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APPENDIX F

PROPOSED FORM OF BOND COUNSEL OPINION

[Closing Date]

Richmond Joint Powers Financing Authority
Richmond, Cahfornia

Richmond Joint Powers Financing Authority
Point Potrero Lease Revenue Bonds, Series 2009A
and
Richmond Joint Powers Financing Authority
Point Potrero Taxable Lcase Revenue Bonds, Series 2009B
{Final Opinion)

Ladies and Gentlemen:

Wc have acted as bond counsel to the Richmond Joint Powers Financing Authority (the
"Authority") in connection with the issuance of its $26,830,000 Richmond Joint Powers Financing
Authority Point Potrero Lease Revenue Bonds, Scries 2009A (the “Series 2009A Bonds™) and its
$20,280,000 Richmond Joint Powers Financing Authority Point Potrero Taxabie Lease Revenue Bonds,
Scries 2009B (the "Series 2009B Bonds" and, together with the Scries 2009A Bonds, the “Bonds™) issued
pursuant to Article 4 of Chapter 5 of Division 7 of Title 1 of the California Government Codc of the State
of California and a trust agreement, dated as of July 1, 2009 (the "Trust Agreement"), between the
Authority and Union Bank, N.A., as trustec (the "Trustce"). Capitalized terms not otherwise defined
herein shall have the meanings ascribed thereto in the Trust Agreement.

In such connection, we have reviewed a facilities lease, dated as of July 1, 2009 (the
"Facilities Lease"), between the City of Richmond (the "City"), as lessee, the Authority, as lessor, a sitc
lease, dated as of July 1, 2009 (the "SPA Site Lcase"), between the Authority, as lessee, and the
Richmond Surplus Property Authority (the "SPA™), as lessor, a site lease, dated as of July 1, 2009 (the
"City Site Lease" and, together with the SPA Site Lease, the "Site Lease"), between the Authority, as
lessee, and the City, as lessor, the Trust Agreement, a tax certificate of the Authority, dated as of the date
hereof (the "Tax Certificate"), an opinion of counsel to the Authority, the City and the SPA, an opinion of
counse] to the Trustee, certificates of the Authority, the City, the Trustec 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 hercin are based on an analysis of existing laws, regulations,
rulings and court decisions and cover certain matters not directly addressed by such authoritics. Such
opinions may be affected by actions taken or omitted or cvents occurring after the date hereof. We have
not undertaken to determine, or to inform any person, whether any such actions arc taken or omitted or
events do occur or any other matters come to our attention after the date hereof. Accordingly, this
opinion spcaks 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, the SPA, and

F-1



Richmond Joint Powers Financing Authority
[Closing Date]
Page 2

thc 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 hercof. Furthermore, we have assumed compliance with all
covenants and agreements contained in the Facilities Lease, the Site Lease, the Trust Agreement and the
Tax Certificate, including (without limitation) covenants and agreements compliance with which 1s
necessary to assure that future actions, omissions or events will not causc interest on the Scries 2009A
Bonds to be included in gross income for federal income tax purposes.

In addition, we call attention to the fact that the rights and obligations under the Bonds,
the Facilities Lease, the Site Lease, the Trust 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 equitablc
principles, to the cxercise of judicial discretion in appropriate cases and to the limitations on legal
remedies against joint powers agencies, surplus property 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 rcal or personal
property described in or subject to the lien of the Site Lease, Facilities Lease or Trust Agrecment 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 thercon, as of the date hereof, we
arc of the following opinions:

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

2. The Trust Agreement has been duly executed and delivered by the Authority and,
assuming due authorization, execution and delivery by the Trustee, constitutcs the valid and binding
obligation of the Authority. The Trust Agreement creates a valid pledge, to sccure the payment of the
principal of and interest on the Bonds, of the Revenues and any other amounts (including proceeds of the
sale of the Bonds) held by the Trustee in any fund or account established pursuant to the Trust Agreement
(cxcept the Rebate Fund), subject to the provisions of the Trust Agreement permitting the application
thereof for the purposes and on the terms and conditions sct forth in the Trust Agrecment.

3. The Facilities Lease has been duly executed and delivered by, and constitutes the
valid and binding obligation of, the City and the Authority, respectively.

4. The Site Lcase has been duly executed and delivered by, and constitutes the valid
and binding obligation of, the SPA, the City, and the Authority, respectively.

5. The Bonds are not a debt of the City or of any of the public agencies that are
parties to the joint powers agreement creating the Authority, 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 redemption premium, if any, or interest on, the Bonds.



Richmond Joint Powers Financing Authority
[Closing Date}
Page 3

6. Intcrest on the Series 2009A Bonds is excluded from gross income for federal
income tax purposcs under Section 103 of the Internal Revenue Code of 1986 (the “Codc™), except that no
opinion is cxpressed as to the status of interest on any Series 2009A Bond for any period that such Series
2009A Bond is held by a “substantial user” of the facilities financed by the proceeds of the Series 2009A
Bonds, or by a “related person” within the meaning of Section 147(a) of the Code. Interest on the Series
2009A Bonds is not a specific preference item for purposes of the federal individual and corporate
altcrnative minimum taxes, nor is it included in adjusted current carnings when calculating corporate
altcrnative minimum taxable income. Interest on the Bonds i1s exempt from Statc of California personal
income taxcs. [Interest on the Series 2009B Bonds is not excluded from gross income for federal income
tax purposes under the Code. We cxpress no opinion regarding other tax consequences related to the
ownership or disposition of, or the accrual or reccipt of interest on, the Bonds.

Faithfully yours,

ORRICK, HERRINGTON & SUTCLIFFE LLP

per

F-3



(THIS PAGE INTENTIONALLY LEFT BLANK)



APPENDIX G

DTC AND THE BOOK-ENTRY ONLY SYSTEM

The information in this Appendix G concerning The Depository Trust Company, New York, New
York ("DTC") and DTC’s book-entry system has been obtained from DTC and the Ciry iakes no
responsibility for the completeness or accuracy thereof. The City cannot and does not give any
assurances that DTC, DTC FParticipants or Indirect Participants will distribute to the Beneficial Owners
fa) payments of interesi, principal or premium, if anv. with respect to the Series 2009 Bonds, (b)
certificates representing ownership inferest in or other confirmation or ownership interest in the Serics
2009 Bonds. or (c) redemption or other notices sent to DTC or Cede & Co., its nominee, as the regisiered
owner of the Series 2009 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 followed in dealing with DTC Participants are on file with DTC.

The Depository Trust Company (“DTC”), New York, NY, will act as securitics depository for the
Series 2009 Bonds. The Series 2009 Bonds will be issued as fully-registered securities registered in the
name of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an
authorized representative of DTC. One fully-registered Bond certificate will be issued for each maturity
of each Series of the Series 2009 Bonds, cach in the aggregate principal amount of such maturity, and will
be deposited with DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New
York Banking Law, a “banking organization™ within thc 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 issucs, corporate and municipal debt issues, and money market
instruments (from over 100 countrics) 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 climinates the need for physical movement of securitics
certificates. Direct Participants include both U.S. and non-U.S. securitics 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 arc
registercd clearing agencics. DTTC 1s owned by users of its regulated subsidiaries. Access to the DTC
system is also available to others such as both U.S. and non-U.S. securitics brokers and dealers, banks,
trust companies, and clearing corporations that clear through or maintain a custodial relationship with a
Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has Standard & Poor’s
highest rating: AAA. The DTC Rules applicable to its Participants are on file with the Securities and
Exchange Commission. More information about DTC can be found at www.dtcc.com and www.dtc.org.

Purchases of the Series 2009 Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Series 2009 Bonds on DTC’s rccords. The ownership
interest of cach actual purchaser of each Bond (“Beneficial Owner”) is in tum 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 Series 2009 Bonds are to be accomplished by entries made on the books of
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Dircet and Indirect Participants acting on behalf of Beneficial Owners.  Beneficial Owners will not
reccive certificates representing their ownership interests in the Scries 2009 Bonds, except in the cvent
that use of the book-¢ntry system for the Scries 2009 Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC arc
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 Serics 2009 Bonds with DTC and
their rcgistration in the name of Cede & Co. or such other DTC nominee do not cffect any change in
beneficial ownership, DTC has no knowledge of the actual Beneficial Owners of the Series 2009 Bonds;
DTC’s records reflect only the identity of the Direct Participants to whose accounts such Bonds arc
credited, which may or may not be the Bencficial Owners. The Direct and Indirect Participants will
remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requircments as may be in effect from time to time. Beneficial Owners of the Series 2009 Bonds may
wish to take certain steps to augment the transmission to them of notices of significant events with respect
to the Series 2009 Bonds, such as redemptions, tenders, defaults, and proposed amendments to the Trust
Agreement. For cxample, Beneficial Owners of the Serics 2009 Bonds may wish to ascertain that the
nominec holding the Series 2009 Bonds for their benefit has agreed to obtain and transmit notices to
Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their names and addresses
to the registrar and request that copies of notices be provided directly to them.

Redemption notices shall be sent to DTC, if less than all of the Series 2009 Bonds within a
maturity arc being redeemed. DTC’s practice is to determine by lot the amount of the interest of cach
Direct Participant in cach issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
the Scries 2009 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 Series 2009 Bonds arc credited on the record date (identified in
a listing attached to the Omnibus Proxy).

Payments of principal of, premium, if any, and interest on the Series 2009 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 reccipt of funds and corresponding detatl
information from the City or the Trustce, on payable date in accordance with their respective holdings
shown on DTC’s records. Payments by Participants to Beneficiai Owners will be governed by standing
instructions and customary practices, as is the casc with securities held for the accounts of customers in
bearer form or registered in “strect name,” and will be the responsibility of such Participant and not of
DTC, the Trustee, or the City, subject to any statutory or regulatory requirements as may be in effect from
time to time. Payment of principal of, premium, if any, and interest on the Scries 2009 Bonds to Cede (or
such other nominee as may be requested by an authorized representative of DTC) is the responsibility of
the City or the Trustee, disbursement of such payments to Direct Participants will be the responsibility of
DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct
and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the Scries 2009 Bonds

at any time by giving rcasonable notice to the City or the Trustee. Under such circumstances, in the event
that a successor depository is not obtained, Bond certificates are required to be printed and dclivered.
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The City may decide to discontinue use of the system of book-entry transfers through DTC (or a
successor sccurilies depository). In that event, Bond certificates will be printed and delivered.

The forcgoing information concerning DTC conceming and DTC’s book-entry system has been
provided by DTC, and ncither the City nor the Trustee take any responsibility for the accuracy thercof.

NEITHER THE CITY NOR THE TRUSTEE WILL HAVE ANY RESPONSIBILITY OR
OBLIGATION TO DTC PARTICIPANTS, INDIRECT PARTICIPANTS OR BENEFICIAL OWNERS
WITH RESPECT TO THE PAYMENTS OR THE PROVIDING OF NOTICE TO DTC
PARTICIPANTS, INDIRECT PARTICIPANTS OR BENEFICIAL OWNERS OR THE SELECTION
OF BONDS FOR REDEMPTION.

Neither the City nor the Trustee can give any assurances that DTC, DTC Participants, Indircct
Participants or others will distribute payments of principal of, premium, if any, and interest on the Series
2009 Bonds paid to DTC or its nomince, as the registered Owner, or any redemption or other notice, to
the Beneficial Owners or that they will do so on a timely basis or that DTC will serve and act in a manner
deseribed in this Official Statement.

In the event that the book-cntry system is discontinued as described above, the requirements of
the Trust Agreement will apply.

The City and the Trustee cannot and do not give any assurances that DTC, the Participants or
others will distribute payments of principal, interest or premium, if any, evidenced by the Scries 2009
Bonds paid to DTC or its nominee as the registered owner, or will distribute any rcdemption notices or
other notices, to the Beneficial Owners, or that they will do so on a timely basis or will serve and act in
the manner described in this Official Statement. Neither the City nor the Trustee are responsible or liable
for the failure of DTC or any Participant to make any payment or give any notice to a Beneficial Owner
with respect to the Series 2009 Bonds or an crror or delay relating thereto.
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