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Page 16 of the Official Statement dated October 3, 2007 for the above referenced Bonds is hereby 
amended by adding the following text immediately prior to the heading "RISK FACTORS": 

"Recent Developments 

On October 18, 2007, FGIC Corporation, the parent company of Financial 
Guaranty, announced that it expects third quarter 2007 financial results to be negatively 
impacted by a mark-to-market (or fair value) adjustment on Financial Guaranty's insured 
credit derivative portfolio. The announcement stated that the adjustment, which relates 
principally to transactions that Financial Guaranty has guaranteed in credit default swap 
form, is expected to produce an unrealized loss of approximately $206 million before taxes 
for the quarter and to result in a net loss of approximately $65 million for the quarter. 

The announcement also stated management's belief that the adjustment does not 
reflect the credit quality of Financial Guaranty's insured credit derivative portfolio and that 
there is a low potential for Financial Guaranty to pay claims that would have a material 
impact on its claims-paying resources. In addition, the announcement stated that 
continuing volatility in the credit markets may lead to positive or negative fair value 
adjustments in the future." 

Dated: October 18, 2007 



NEW ISSUE - FULL BOOK EN1RY Ratings: Standard & Poor's: AAA 

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

Dated: Date of Delivery 
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City of San Mateo Joint Powers Financing Authority 
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(Golf Course Project) 

Refunding Series 2007B 
Due: August 1, as shown below 

This cover page contains certain information for general reference only. It is not intended to be a summary of the security or terms 
of this issue. Investors are advised to read the entire Official Statement to obtain information essential to the making of an informed 
investment decision. Capitalized terms used on this cover page not otherwise defined shall have the meanings set forth herein. 

The City of San Mateo Joint Powers Financing Authority (the "Authority") is offering $9,125,000 of its Revenue Bonds (Golf 
Course Project), Refunding Series 2007B (the "Bonds"), pursuant to a Trust Agreement, dated as of October 1, 2007 (the "Trust 
Agreement"), between the Authority and The Bank of New York Trust Company, N.A., as trustee (the "Trustee"). The Bonds are 
being issued to provide funds to: (i) refinance the construction and renovation of an 18-hole municipal golf course and appurtenant 
facilities (the "Golf Course Project") for the City of San Mateo (the "City") and (ii) pay costs of issuance of the Bonds. See "PLAN 
OF REFUNDING" herein. 

Interest on the Bonds will be payable on February 1 and August 1 in each year, commencing February 1, 2008. The Bonds will 
be issued in denominations of$5,000 or any integral thereof. See "THE BONDS" herein. The Bonds are issuable as fully registered 
bonds and, when issued, will be registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New 
York ("DIC"). DIC will act as securities depository for the Bonds, and individual purchases of the Bonds will be made in book
entry form only. Principal of and interest on the Bonds will be payable by the Trustee to DIC, which is obligated in turn to remit such 
principal and interest to its DTC Participants for subsequent disbursement to the beneficial owners of the Bonds, as described herein. 
See APPENDIX B - "BOOK-ENTRY SYSTEM" herein. 

The Bonds are subject to redemption prior to maturity, as described herein. See "THE BONDS" herein. 

The Bonds are payable solely from, and secured solely by, Revenues of the Authority, consisting primarily of Base Rental 
Payments to be received by the Authority from the City under a Facility Lease, dated as of October 1, 2007 (the "Facility Lease"), 
by and between the Authority and the City, and Installment Payments received by the Authority from the City under an Installment 
Payment Contract, dated as of October 1, 2007 (the "Installment Payment Contract"), by and between the Authority and the City, for 
the right to use and the possession of the real property and facilities comprising the Golf Course Project (the "Facilities"), as more 
fully described herein. The City has agreed in the Facility Lease to make all Base Rental Payments, subject to abatement of such Base 
Rental Payments in the event of material damage to or destruction of the Facilities or a taking of the Facilities in whole or in part. The 
City's obligation to make the Instalhnent Payments is not subject to abatement, diminution or set-off whatsoever. 

Payment of the principal of and interest on the Bonds when due will be insured by a financial guaranty insurance policy to be 
issued by Financial Guaranty Insurance Company, doing business in California as FGIC Insurance Company simultaneously with the 
delivery of the Bonds. 

The Bonds are limited obligations of the Authority and are not secured hy a legal or equitable pledge of, or charge or lien 
upon, any property of the Authority or any of its income or receipts, except the Revenues. The full faith and credit of none of 
the Authority, the City or any other member of the Authority is pledged for the payment of the interest on or principal of the 
Bonds nor for the payment of Base Rental Payments. Neither the payment of the principal of or interest on the Bonds nor 
the obligation to make Base Rental Payments constitutes a deht, liability or obligation of the Authority, the City or any other 
Member of the Authority for which any such entity is obligated to levy or pledge any form of taxation or for which any such 
entity has levied or pledged any form of taxation. The Authority has no taxing power. 

The Bonds were sold at competitive sale to Citigroup Global Markets Inc. (the "Underwriter") and will be offered when, as and 
if issued and accepted by the Underwriter, subject to approval as to legality by Orrick, Herrington & Sutcliffe LLP, San Francisco, 
California, Bond Counsel, and subject to certain other conditions. Certain legal matters will be passed on for the Authority by Orrick, 
Herrington & Sutcliffe LLP, San Francisco, California, Disclosure Counsel. It is anticipated that the Bonds, in book entry form, will 
be available for delivery on or about October 25, 2007. 

October 3, 2007 
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MATURITY SCHEDULE 

Maturity 
(August 1) Amount Interest Rate Yield CUSIP* 

2010 $ 305,000 4.00 % 3.40 % 798892DM4 

2011 320,000 4.00 3.42 798892 DN2 

2012 330,000 4.00 3.45 798892 DP7 

2013 345,000 4.00 3.47 798892 DQ5 

2014 360,000 4.00 3.50 798892 DR3 

2015 370,000 4.00 3.55 798892 D51 

2016 385,000 4.00 3.60 798892 DT9 

2017 405,000 3.75 3.70 798892 DU6 

2018 420,000 3.70 3.75 798892 DV4 

2019 435,000 4.00 3.85 798892 DW2 

2020 450,000 4.00 4.00 798892 DX0 

2021 470,000 4.00 4.10 798892 DYS 

2022 485,000 4.125 4.125 798892 DZ5 

2023 510,000 4.20 4.20 798892 EA9 

2024 530,000 4.25 4.25 798892 EB 7 

2025 550,000 4.25 4.30 798892 EC5 

2026 575,000 4.25 4.375 798892 ED3 

2027 600,000 4.375 4.375 798892 EEl 

2028 625,000 4.375 4.375 798892 EF8 

2029 655,000 4.375 4.40 798892 EG6 

* CUS IP nurrliers are prCNided for convenience of reference only. The Authority assumes no 
responsi bi I ity for the accuracy of such nurrliers. 
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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 Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall 
there be any sale of the Bonds by a person in any jurisdiction in which it is unlawful for such person to make such 
an offer, solicitation or sale. 

This Official Statement is not to be construed as a contract with the purchasers of the Bonds. Statements 
contained in this Official Statement which involve estimates, forecasts or matters of opinion, whether or not 
expressly so described herein, are intended solely as such and are not to 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 or the City since the date hereof This Official Statement, including 
any supplement or amendment hereto, is intended to be deposited with one or more repositories. 

The issuance and sale of the 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 not 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 hereinafter set forth do not purport to be 
comprehensive or definitive, and reference is made to each document and statute for complete details of all terms 
and conditions. All statements herein are qualified in their entirety by reference to each such document and statute. 
Certain capitalized terms used but not defined herein are defined in APPENDIX D - "SUMMARY 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 statements. 
Projections, forecasts, assumptions, expressions of opinions, estimates and other forward statements 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. 

The achievement of certain results or other expectations contained in such forward-looking 
statements involve known and unknown risks, uncertainties and other 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 statements. The Authority and the City do not 
plan to issue any updates or revisions to those forward-looking statements if or when its expectations or 
events, conditions or circumstances on which such statements are based occur or do not occur. 
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OFTICIAL STATEMENT 

$9,125,000 

CITY OF SAN MATEO JOINT POWERS TINANCING AUTHORITY 
Revenue Bonds 

(Golf Course Project) 
Refunding Series 2007B 

INTRODUCTION 

This Introduction is qualified in its entirety by reference to the more detailed information included and 
referred to elsewhere in this Official Statement. The offering of the Bonds to potential investors is made only by 
means of the entire Official Statement. Capitalized terms used in this Introduction and not otherwise defined herein 
shall have the respective meanings assigned to them elsewhere in this Official Statement 

Purpose 

The purpose of this Official Statement, including the cover page through the appendices hereto, is to 
provide certain information concerning the sale and delivery by the City of San Mateo Joint Powers Financing 
Authority (the "Authority") of its $9,125,000 Revenue Bonds (Golf Course Project), Refunding Series 2007B (the 
"Bonds"). The Bonds are being issued to provide funds to: (i) refinance the construction and renovation of the Golf 
Course Project for the City of San Mateo (the "City") and (ii) pay costs of issuance of the Bonds. See "PLAN OF 
REFUNDING" and "ESTIMATED SOURCES AND USES OF FUNDS" herein. 

Authority for Issuance of the Bonds 

The Bonds are being issued pursuant to the Marks-Roos Local Bond Pooling Act of 1985, constituting 
Article 4 of Chapter 5 of Division 7 of Title I of the Government Code of the State of California (the "Bond Act"), 
and the Trust Agreement, dated as of October I, 2007 (the "Trust Agreement"), by and between the Authority and 
The Bank of New York Trust Company, N.A (the "Trustee"). The City and the Authority will enter into a Facility 
Lease (as described below) and an Installment Payment Contract (as described below) pursuant to and in accordance 
with the Government Code of the State of California (the "State"), other applicable laws of the State and resolutions 
adopted by the City and the Authority prior to the issuance of the Bonds. 

Security for the Bonds 

The Bonds are limited obligations of the Authority payable solely from, and secured solely by, Revenues of 
the Authority, consisting primarily of base rental payments (the "Base Rental Payments") to be received by the 
Authority from the City under the Facility Lease, dated as of October I, 2007 (the "Facility Lease"), by and between 
the Authority and the City, and Installment Payments received by the Authority from the City under an Installiuent 
Payment Contract, dated as of October I, 2007 (the "Installiuent Payment Contract"), by and between the Authority 
and the City. The Installment Payments to be made or caused to be made by the City pursuant to the Installment 
Payment Contract are payable by the City, but solely from its Golf Course Revenues, defined generally as all 
charges received for, and all other income and receipts derived by the City from, the ownership and operation of the 
Golf Course Project, including greens fees, driving range fees, food services and restaurant rental charges. The Base 
Rental Payments to be made or caused to be made by the City pursuant to the Facility Lease are payable by the City 
from its General Fund to the Authority in an amount equaling the debt service for the Bonds for the use by the City 
of the real property and facilities comprising the Golf Course Project (the "Facilities"). On any date upon which a 
Base Rental Payment is due, the City's obligation to pay such Base Rental Payment shall be deemed satisfied to the 
extent that the City's obligation to make Installment Payments has been satisfied as of such date. The City has 
agreed in the Facility Lease to make all Base Rental Payments, subject to abatement of such Base Rental Payments 
in the event of material damage to or destruction of all or a portion of the Facilities or a taking of the Facilities in 
whole or in part. The City's obligation to make the Installment Payments is not subject to abatement, diminution or 



set-off whatsoever. Pursuant to the Site Lease, dated as of October 1, 2007, (the "Site Lease"), between the City and 
the Authority, the City has leased to the Authority the real property upon which the Facilities are located. See 
"SECURITY AND SOURCES OF PAYMENT FOR THE BONDS" herein. 

The City covenants under the Facilities Lease to take such action as may be necessary to include all Base 
Rental Payments and Additional Payments in its annual budgets and to make the necessary annual appropriations 
therefor. See "SECURITY AND SOURCES OF PAYMENT FOR THE BONDS-Base Rental Payments" herein. 

Bonds Constitute Limited Obligations 

The Bonds are limited obligations of the Authority and are not secured by a legal or equitable pledge of, or 
charge or lien upon, any property of the Authority or any of its income or receipts, except the funds pledged 
pursuant to the Trust Agreement. The full faith and credit of none of the Authority, the City or any other Member of 
the Authority is pledged for the payment of the interest on or principal of the Bonds or for the payment of Base 
Rental Payments. Neither the payment of the principal of or interest on the Bonds nor the obligation to make Base 
Rental Payments constitutes a debt, liability or obligation of the Authority, the City or any other Member of the 
Authority for which any such entity is obligated to levy or pledge any form or taxation or for which any such entity 
has levied or pledged any form of taxation. The Authority has no taxing power. 

Bond Insurance 

The scheduled payment of principal of and interest on the Bonds when due will be guaranteed under an 
insurance policy (the "Policy") to be issued concurrently with the delivery of the Bonds by Financial Guaranty 
Insurance Company, doing business in California as FGIC Insurance Company (the "Bond Insurer"). See "BOND 
INSURANCE" herein. 

Summaries Not Definitive 

Brief descriptions of the Bonds, the Authority, the City and the Facilities are included in this Official 
Statement, together with summaries of the Site Lease, the Facility Lease, the Installment Payment Agreement and 
the Trust Agreement. Such descriptions and summaries do not purport to be comprehensive or definitive. All 
references herein to the Bonds, the Site Lease, the Facility Lease, the Installment Payment Agreement and the Trust 
Agreement are qualified in their entirety by reference to the actual documents, or with respect to the Bonds, the 
forms thereof included in the Trust Agreement, copies of all of which are available for inspection at the corporate 
trust office of the Trustee at 550 Kearny Street, Suite 600, San Francisco, California, 94108. 

Additional Information 

The City regularly prepares a variety of publicly available reports, including audits, budgets and related 
documents. Any 2007 Bondholder may obtain a copy of any such report, as available, from the Trustee or the City. 
Additional information regarding this Official Statement may be obtained by contacting the Trustee or Mr. Hossein 
Golestan, Finance Director, City of San Mateo, 330 West 20th Avenue, San Mateo, CA 94403. 

PLAN OF REFUNDING 

The Bonds are being issued to provide funds to: (i) refinance the construction and renovation of the Golf 
Course Project for the City of San Mateo (the "City") and (ii) pay costs of issuance of the Bonds. 

All of the Authority's Revenue Bonds (Golf Course Project), Series 1999 (the "Refunded Bonds"), will be 
refunded with the proceeds of the Bonds. The Refunded Bonds were issued on June 30, 1999 in the aggregate 
principal amount of $10,400,000, of which $9,240,000 remain outstanding. The Refunded Bonds were issued to 
finance the Golf Course Project. 

A portion of the proceeds of the Bonds will be deposited in an escrow fund pursuant to the Trust 
Agreement and will be applied on the date of issuance of the Bonds to pay all of the Refunded Bonds on such date, 
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which shall be the date of redemption of the Refunded Bonds, at their redemption price plus accrued interest thereon 
to such date. 

(]) 

ESTIMATED SOURCES AND USES OF FUNDS 

The estimated sources and uses of funds with respect to the Bonds, are as follows: 

Sources of Funds 

Aggregate Principal Amount of Bonds .. 

Transfer of Reflmded Bonds Debt Service Reserve Flllld 

Original Issue Premium (Discount) 

Total Sources .. 

Uses of Funds 

Escrow Flllld Deposit .. 

Costs oflssuance0) __ 

Total Uses .. 

$9,125,000.00 

746,387.74 

47,208.45 

$9,918,596.19 

$ 9,540,587.58 

378,008.61 

$9,918,596.19 

Includes legal fees, financing and consulting fees, underwriters' discount, fees of bond cmmsel, printing costs, rating agency 
fees, bond insurance and reserve flmd policy premiums and other miscellaneous expenses. 

THE BONDS 

The following is a summary of certain provisions of the Bonds. Reference is made to the Bonds for the 
complete text thereof and to the Trust Agreement for a more detailed description of these provisions. The discussion 
herein is qualified by such reference. See APPENDIX D - "SUMMARY OF CERTAIN PROVISIONS OF 
PRINCIPAL LEGAL DOCUMENTS" herein. 

General 

The Bonds will be issued in the aggregate principal amount and will mature on the dates and bear interest at 
the rates shown on the cover page of this Official Statement. The Bonds will be dated the date of original delivery 
and will bear interest from that date. Interest on the Bonds will be payable on the unpaid principal amount thereof 
on February I and August I in each year, commencing February I, 2008. The Bonds will be issued in 
denominations of $5,000 or any integral multiple thereof 

The Depository Trust Company ("DIC"), will act as the initial securities depository for the Bonds, which 
will be issued initially pursuant to a book-entry only system. See APPENDIX B - "BOOK-ENTRY SYSTEM'' 
herein. Under the Trust Agreement, the Authority may appoint a successor securities depository to DIC for the 
Bonds. The Holders of the Bonds have no right to a book-entry only system for the Bonds. The information under 
this caption, "THE BONDS" is subject in its entirety to the provisions described below under APPENDIX B -
"BOOK-ENTRY SYSTEM" while the Bonds are in the book-entry only system. 

Payment of Principal and Interest 

The Bonds will be issued as fully registered bonds without coupons and, when issued, will be registered in 
the name of Cede & Co., as nominee of DIC. Individual purchases of interests in the Bonds will be made in book
entry form only, in authorized denominations. Purchasers of interests will not receive certificates representing their 
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interests in the Bonds. For a description of the method of payment of principal, premium, if any, and interest on the 
Bonds and matters pertaining to transfers and exchanges while in the book-entry system, see APPENDIX B -
"BOOK-ENTRY SYSTEM" 

So long as Cede & Co. is the registered owner of the Bonds, the Trustee will pay principal of and interest 
on the Bonds to DIC, which will remit principal, premium, if any, and interest payments to the Beneficial Owners 
of the Bonds, as described under APPENDIX B - "BOOK-ENTRY SYSTEM" 

The principal or redemption price of the Bonds and interest thereon shall be payable in lawful money of the 
United States of America at the principal corporate trust office of the Trustee. 

While the Bonds are book-entry bonds, payment of the principal of and interest on any Bonds will be made 
by the Trustee directly to DIC, to the account of Cede & Co. Interest on the Bonds will be payable on February 1 
and August 1 in each year, commencing February 1, 2008 (each, an "Interest Payment Date"). In the event the 
Bonds are no longer in a book-entry system, principal or purchase price on such Bonds will be payable at the 
Principal Corporate Trust Office of the Trustee, and interest on the Bonds due on or before the maturity or prior 
redemption thereof shall be paid by check mailed by first class mail on each Interest Payment Date to the person in 
whose name the Bond is registered as of the applicable Record Date for such Interest Payment Date at the address 
shown on the registration books maintained by the Trustee; provided, however, that interest on the Bonds shall be 
paid by wire transfer or other means to provide immediately available funds to any owner of at least $1,000,000 in 
aggregate principal amount of Bonds, at its option, according to wire instructions given to the Trustee in writing for 
such purpose and on file as of the applicable Record Date preceding the Interest Payment Date. The Record Date 
for the Bonds means the close of business on the fifteenth calendar day (whether or not a Business Day) of the 
month preceding any Interest Payment Date. 

Redemption Terms of the Bonds 

Optional Redemption of the Bonds. The Bonds maturing on or prior to August 1, 2017 are not subject to 
optional redemption. The Bonds maturing on or after August 1, 2018 are subject to redemption prior to their 
respective stated maturities at the written direction of the Authority, from any moneys deposited by the Authority or 
the City, as a whole or in part on any date (in such maturities as are designated in writing by the Authority to the 
Trustee) on or after August 1, 2017, at the principal amount of Bonds called for redemption together with accrued 
interest to the date fixed for redemption, without premium. 

General Redemption Provisions 

Selection of Bonds for Redemption. The Authority shall designate which maturities of Bonds are to be 
redeemed. If less than all Outstanding Bonds maturing by their terms on any one date are to be redeemed at any one 
time, the Trustee shall select the Bonds of such maturity date to be redeemed by lot and shall promptly notify the 
Authority in writing of the numbers of the Bonds so selected for redemption. For purposes of such selection, Bonds 
shall be deemed to be composed of multiples of minimum Authorized Denominations and any such multiple may be 
separately redeemed. In the event Term Bonds are designated for redemption, the Authority may designate which 
sinking account payments are allocated to such redemption. 

Notice of Redemption. Notice of redemption shall be mailed by first-class mail by the Trustee, not less 
than 30 nor more than 60 days prior to the redemption date to the respective Bondholders of the Bonds designated 
for redemption at their addresses appearing on the registration books of the Trustee. Each notice of redemption shall 
state the date of such notice, the date of issue of the Bonds, the Series, the redemption date, the Redemption Price, 
the place or places of redemption (including the name and appropriate address of the Trustee), the CUSIP number (if 
any) of the maturity or maturities, and, if less than all of any such maturity is to be redeemed, the distinctive 
certificate numbers of the Bonds of such maturity, to be redeemed and, in the case of Bonds to be redeemed in part 
only, the respective portions of the principal amount thereof to be redeemed. Each such notice shall also state that 
on said date there will become due and payable on each of said Bonds the redemption price thereof, together with 
interest accrued thereon to the redemption date, and that from and after such redemption date interest thereon shall 
cease to accrue, and shall require that such Bonds be then surrendered at the address of the Trustee specified in the 
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redemption notice. Failure to receive such notice shall not invalidate any of the proceedings taken in connection 
with such redemption. 

Rescission. The Authority may, at its option, prior to the date fixed for redemption in any notice of 
redemption rescind and cancel such notice of redemption by Written Request to the Trustee and the Trustee shall 
mail notice of such cancellation to the recipients of the notice of redemption being cancelled. 

Effect of Redemption. If notice of redemption has been duly given as aforesaid and money for the 
payment of the redemption price of the Bonds called for redemption is held by the Trustee, then on the redemption 
date designated in such notice Bonds so called for redemption shall become due and payable, and from and after the 
date so designated interest on such Bonds shall cease to accrue, and the Bondholders of such Bonds shall have no 
rights in respect thereof except to receive payment of the redemption price thereof. 

THE FACILITIES 

The Facilities initially include the real property and facilities comprising the Golf Course Project. 

The City-owned golf course (the "Golf Course") was developed initially as a Works Progress 
Administration project and a joint effort of the City and the County of San Mateo. Construction commenced in 
1932, and the Golf Course first opened for play in 1933. The Golf Course subsequently became owned and operated 
by the City and has served as only one of two municipal golf courses in the County of San Mateo. (The other 
municipal course is Sharp Park in Pacifica, operated by the City and County of San Francisco. Crystal Springs is a 
privately-operated golf course located in Burlingame that is open to the public.) Situated on approximately 105 
acres of land and measuring approximately 6,000 yards, the San Mateo Golf Course has routinely produced at least 
83,000 rounds of play each year for the past ten years. 

From 1999 to 2000, approximately $8.55 million of the proceeds of the Refunded Bonds were used, along 
with over $2 million of the City's golf enterprise funds, to finance reconstruction of the Golf Course and 
replacement of the clubhouse and support facilities. In addition to aesthetically improving the look of the Golf 
Course, the reconstruction addressed problems related to drainage, safety, playability, irrigation and an aged 
infrastructure. The project included a new routing plan for the 18 holes to allow the front and back nine holes each 
to return to the clubhouse, re-grading the fairways to provide improved drainage, excavating new lakes for increased 
water storage capacity, installing a new underground drainage and pumping system, building new tees and greens, 
and installing a new irrigation system. 

The clubhouse and adjacent parking lot were demolished and replaced with a new 11,743 square foot 
building that houses the pro shop, administrative offices, kitchen and dining facilities, as well as an additional 1,848 
square feet of outdoor viewing terraces. A new snack bar and restrooms are located between the 9th and 10th holes. 
The maintenance facility was enhanced with the addition of a perimeter fence and a paved parking area. A new 
parking lot expanded the number of parking spaces available from 168 to 264. Part of the new parking lot is located 
on .75 acre of land owned by the County of San Mateo, which is currently leased to the City until April, 2034. 

The City and the Authority may substitute real property as part of the Facilities for purposes of the Facility 
Lease, but only after the City shall have filed with the Authority and the Trustee, all of the following: 

(a) Executed copies of the Facility Lease or amendments thereto containing the amended description 
of the Facilities, including the Demised Premises, including the legal description of the Demised Premises as 
modified if necessary. 

(b) A Certificate of the City with copies of the Facility Lease or a Site Lease, if needed, or 
amendments thereto containing the amended description of the Facilities stating that such documents have been duly 
recorded in the official records of the County Recorder of San Mateo County. 
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(c) A Certificate of the City evidencing that the annual fair rental value of the Facilities which will 
constitute the Facilities after such substitution will be at least equal to 100% of the maximum amount of Base Rental 
Payments becoming due in the then current year ending July 31 or in any subsequent year ending July 31. 

( d) A Certificate of the City stating that, based upon review of such instruments, certificates or any 
other matters described in such Certificate of the City, the City has good merchantable title to the Facilities which 
will constitute the Facilities after such substitution. The term "Good Merchantable Title" shall mean such title as is 
satisfactory and sufficient for the needs and operations of the City. 

(e) A Certificate of the City stating that such substitution does not adversely affect the City's use and 
occupancy of the Facilities. 

(f) 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 the Constitution and laws of the State and the Trust 
Agreement; (ii) complies with the terms of the Constitution and laws of the State and of the Trust Agreement; (iii) 
will, upon the execution and delivery thereof, be valid and binding upon the Authority and the City; and (iv) will not 
cause the interest on the Bonds to be included in gross income for federal income tax purposes. 

(g) Written consent of the Bond Insurer approving such substitution, which the Bond Insurer has 
agreed to provide so long as the foregoing conditions (a) to (f), inclusive, have been satisfied. Each of the 
certificates and opinions described in conditions (a) to (f) shall be addressed to the Bond Insurer and shall be in form 
and substance satisfactory to the Bond Insurer. 

SECURITYANDSOURCESOFPAYMENTFORTHEBONDS 

The Bonds are limited obligations of the Authority payable solely from, and secured solely by, Revenues of 
the Authority, consisting primarily of Base Rental Payments payable to the Authority by the City under the Facility 
Lease and Installment Payments received by the Authority from the City under the Instalhnent Payment Contract. 
The Base Rental Payments to be made or caused to be made by the City pursuant to the Facility Lease are payable 
by the City from its General Fund to the Authority in an amount equaling the debt service for the Bonds for the use 
by the City of the Facilities. The Instalhnent Payments to be made or caused to be made by the City pursuant to the 
Installment Payment Contract are payable by the City in an amount equaling the debt service for the Bonds, but 
solely from its Golf Course Revenues, which includes as all charges received for, and all other income and receipts 
derived by the City from, the ownership and operation of the Golf Course Project, including greens fees, driving 
range fees, food services and restaurant rental charges. The City's obligation to make the Installment Payments is 
not subject to abatement, diminution or set-off whatsoever. On any date upon which a Base Rental Payment is due, 
the City's obligation to pay such Base Rental Payment shall be deemed satisfied to the extent that the City's 
obligation to make Installment Payments has been satisfied as of such date. The City has agreed in the Facility 
Lease to make all Base Rental Payments, subject to abatement of such Base Rental Payments in the event of 
material damage to or destruction of all or a portion of the Facilities or a taking of the Facilities in whole or in part. 
Pursuant to the Site Lease, the City has leased to the Authority the real property upon which the Facilities are 
located. 

Pledge Under the Trust Agreement 

Under the Trust Agreement, the Revenues consist of the Base Rental Payments and Instalhnent Payments 
made by the City to the Authority. In accordance with the Trust Agreement, all Revenues are irrevocably pledged to 
and will be used for the punctual payment of the principal of and interest on the Bonds and will not be used for any 
other purpose while any of the Bonds remain Outstanding; provided, however, that out of the Revenues may be 
applied such sums as are permitted under the Trust Agreement. This pledge constitutes a first lien on the Revenues 
in accordance with the terms of the Trust Agreement. 

The Authority has directed that all Base Rental Payments and Instalhnent Payments be paid directly to the 
Trustee to be held in trust by the Trustee in the Revenue Fund for the benefit of the Bondholders. The City has 
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covenanted under the Facility Lease that so long as the Facilities are available for the City's use and occupancy, it 
will take such action as may be necessary to include all Base Rental Payments and Additional Payments due under 
the Facility Lease in its annual budgets and to make the necessary annual appropriations therefor The obligation of 
the City to make Installment Payments is absolute and unconditional; however, the City's obligation to make 
Installment Payments is payable solely from Golf Course Revenues. 

Base Rental Payments 

Base Rental Payments are calculated on an annual basis, for twelve-month periods commencing on 
August 1 and ending on July 31, and each annual Base Rental Payments will be divided into two interest 
components, due on February 1 and August 1, and one principal component, due on August 1, except that the first 
Base Rental Payment period will commence on the date ofrecordation of the Facility Lease and end on January 31, 
2008. Each Base Rental Payment with respect to the Facility Lease will be payable on the 25th day of the month 
immediately preceding each Interest Payment Date on the Bonds. Each annual Base Rental payment will be for the 
use of the Facilities for the twelve-month period commencing on August 1 of the period in which such installments 
are payable (except for the first Base Rental Payment period which will commence on the date of recording of the 
Facility Lease). 

The Trust Agreement requires that the Base Rental Payments be deposited in the Revenue Fund maintained 
by the Trustee. In accordance with the Trust Agreement, the Trustee will transfer such amounts as are necessary to 
the Interest Account or the Principal Account, as the case pay be, to pay interest and principal with respect to the 
Bonds as the same becomes due and payable. On each Principal Payment Date, following the payment of principal 
of and interest on the Bonds, any excess amount in the Revenue Fund will be transferred to the Reserve Fund, as 
necessary, and thereafter deposited into the Revenue Fund to be applied to pay the principal of and interest on the 
Bonds. See APPENDIX D - "SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL 
DOCUMENTS-THE TRUST AGREEMENT-Creation of Funds and Accounts" herein. 

The obligation of the City to make Base Rental payments is an obligation payable solely from amounts 
legally available therefor, and does not constitute a debt of the City or of the State of California or of any political 
subdivision thereof in contravention of any constitutional or statutory debt limitation or restriction or an obligation 
for which the City must levy or pledge, or has levied or pledged, any form of taxation. 

Installment Payments 

On or before the 25th day of each January and July, commencing January 25, 2008, the City shall, from the 
moneys in the Golf Course Revenue Fund, pay the aggregate amount of interest and principal due on the next 
Interest Payment Date on the Bonds as Installment Payments, which shall be deposited to the Installment Payment 
Fund to be held by the City. Moneys may be withdrawn solely for the purpose of paying Installment Payments to 
the Authority as they become due and payable on or before the 25th day of the month prior to each Interest Payment 
Date. 

On or before the 25th day of each January and July, commencing January 25, 2008, the City shall, from the 
moneys in the Golf Course Revenue Fund, pay for deposit into the Reserve Fund, an amount equal to one-half of the 
aggregate amount of any withdrawal from the Reserve Fund in order to make a payment of principal of or interest 
on the Bonds, so that the Reserve Fund is replenished to the Reserve Account Requirement within one year 
following any such withdrawal. See "SECURITY AND SOURCES OF PAYMENT FOR THE BONDS-Reserve 
Fund; Debt Service Reserve Fund Policy." 

The Installment Payment Contract establishes a rate covenant that requires the City, to the extent 
reasonably practicable, to fix, prescribe and collect rates and charges for the Golf Course which are reasonably fair 
and nondiscriminatory and to establish a budget that will enable the City to collect such rates and charges and other 
amounts which will be at least sufficient to yield during each Fiscal Year an amount not less than the sum of: (i) the 
Maintenance and Operation Costs of the Golf Course for such Fiscal Year; and (ii) one (I) times the debt service on 
all Installinent Payments for such Fiscal Year, to the extent they are then unpaid or are not discharged in accordance 
with their terms. All Golf Course Revenues are to be deposited to the City's Golf Course Revenue Fund, which will 
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then be used in the following order of priority: (i) Maintenance and Operation Costs; (ii) Instalhnent Payments; and 
(iii) Reserve Fund replenishment, if required. 

Debt Service Schedule 

The following table shows the debt service schedule relating to the Bonds: 

DEBT SERVICE SCHEDULE 

Bond Year Bond Year 
(August 1) Princi~al Interest Total (August 1) Princi~al Interest Total 

2008 $287,914.96 $287,914.96 2019 $435,000 $248,213.75 $683,213.75 

2009 375,541.25 375,541.25 2020 450,000 230,813.75 680,813.75 

2010 $305,000 375,541.25 680,541.25 2021 470,000 212,813.75 682,813.75 

2011 320,000 363,341.25 683,341.25 2022 485,000 194,013.75 679,013.75 

2012 330,000 350,541.25 680,541.25 2023 510,000 174,007.50 684,007.50 

2013 345,000 337,341.25 682,341.25 2024 530,000 152,587.50 682,587.50 

2014 360,000 323,541.25 683,541.25 2025 550,000 130,062.50 680,062.50 

2015 370,000 309,141.25 679,141.25 2026 575,000 106,687.50 681,687.50 

2016 385,000 294,341.25 679,341.25 2027 600,000 82,250.00 682,250.00 

2017 405,000 278,941.25 683,941.25 2028 625,000 56,000.00 681,000.00 

2018 420,000 263,753.75 683,753.75 2029 655,000 28,656.25 683,656.25 

Golf Course Revenues 

The City has covenanted that it will make Installment Payments from all Golf Course Revenues as part of 
the Revenues pledged under the Trust Agreement to secure the Bonds. The following table shows Golf Course 
Revenues and expenses for the fiscal years ended June 30, 2002 to June 30, 2006. The figures exclude depreciation. 
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City of San Mateo 
Statement of Golf Course Revenues and Expenses 

2002-2006 

2002 2003 2004 2005 2006 
Operating Revenues 
Charge for Services $2,545,562 $2,735,082 $2,524,165 $2,337,499 $2,310,981 

Other 159 748 210 402 208 505 227 578 267 274 
Total Operating Revenues 2,705,310 2,945,484 2,732,670 2,565,077 2,578,255 

Non-Operating Revenues 
Interest In corn e 62 372 42694 39 596 30 906 

Total Revenues 2,705,310 3,007,856 2,775,364 2,604,673 2,609,161 

Operating Expenses 
Cost of Sales & Services 1,946,264 1,006,343 928,781 1,004,985 1,363,891 

Administration 981 124 1 014 967 1 044 304 665 710 
Total Operating Expenses 1,946,264 1,987,467 1,943,748 2,049,289 2,029,601 

Non-Operating Expenses 
Debt Service (I) 637,743 682,453 685,783 703,308 705,028 
Fiscal Charges 991 1 094 903 421 229 

Total Expenses 2,584,997 2,671,013 2,630,433 2,753,017 2,734,857 

Income (Loss) 
before advances 120 313 336 843 144931 (148,344) (125,696) 

Advances from General 
Fund (2) --- --- --- 27,269 120,093 

Income (Loss) 
NON-GAAP (3) 120,313 336,843 144,931 (121,075) (5,603) 

NET ASSETS 
Beg of Year Net Assets 1,516,831 1,338,769 1,270,271 1,155,497 780,320 

End of Year Net Assets 1,637,144 1,675,612 1,415,202 1,034,422 774,717 
Adjustments to GAAP ( 4) 463 375 405 341 259 705 254 102 339 639 

End of Year Net 
Assets GAAP (5) $1,173,769 $1,270,271 $1,155,497 $780,320 $435,078 

(1) Debt Service interest and principal payments during the year are shown as an expense. Note that for accrual basis accounting principal 
payments are not treated as an expense. The Cit1s Comprehensive Annual Financial Report ("CAFR") is compiled on an accrual basis. See 
Appendix C. 

(2) Cash advances from General Fund were made in years the Golf fund incurred a shortfall in cash to meet operational needs. 

(3) Income (loss) differs from accrual basis accounting as it excludes depreciation expense, includes principal payment expense, and advances 
from the general fund. As the Citys CAFR is based on accrual accounting there will be differences between this statement and the Citys 
CAFR. See Appendix C. 

(4) Adjustments to GAAP are depreciation expense, bond principal payments, and advances from the General Fund. 

(5) In Appendix C, see the Proprietary Funds section of the Citys 2006 CAFR for additional information concerning the components of Net 
Assets. 
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The City's pledge of Golf Course Revenues constitutes a gross revenue pledge. Pursuant to the Installment 
Payment Contract, all Golf Course Revenues are irrevocably pledged to the payment of the Installment Payments as 
provided herein and the Golf Course Revenues shall not be used for any other purpose while any of the Instalhnent 
Payments remain unpaid; provided, however, that Golf Course Revenues will first be deposited in the Maintenance 
and Operation Fund on or before the 25th day of the month in an amount at least equal to Maintenance and 
Operation Costs becoming due in the next succeeding month. Golf Course Revenues may then be deposited to the 
Installment Payment Fund and then to the Reserve Fund, to the extent necessary to increase the amount therein to 
the Reserve Fund Requirement. 

Reserve Fund 

Upon issuance of the Bonds, there shall be deposited in the Reserve Fund established pursuant to the Trust 
Agreement from the proceeds of the Bonds an amount sufficient to cause the amount on deposit therein to be at least 
equal to maximum annual debt service on the Bonds (the "Reserve Fund Requirement"). All money in the Reserve 
Fund shall be used and withdrawn by the Trustee solely for the purpose of paying the interest on or principal of the 
Bonds or for the retirement of all the Bonds then outstanding, 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 Fund Requirement may 
be withdrawn from the Reserve Fund and deposited in the Revenue Fund. See APPENDIX D - "SUMMARY OF 
CERTAIN PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS-THE TRUST AGREEMENT-Creation of 
Funds and Accounts-Revenue Fund' herein. 

A surety bond or insurance policy may be issued to the Trustee, on behalf of the Bondowners, to be 
deposited in the Reserve Fund to meet the Reserve Fund Requirement, subject to the terms and conditions of the 
Trust Agreement. Any such surety bond or insurance policy issued to the Trustee, on behalf of the Bondholders, by 
a company licensed to issue an insurance policy guaranteeing the timely payment of the principal of and interest on 
the Bonds (a "municipal bond insurer") if such municipal bond insurer shall be rated in the highest rating categories 
issued by Moody's and by S&P, or a letter of credit issued or confirmed by a state or national bank, or a foreign 
bank with an agency or branch located in the continental United States, which has outstanding an issue of unsecured 
long term debt securities rated at least equal to the second highest rating category by Moody's and S&P, or any 
combination thereof. 

Upon the issuance of the Bonds, a Debt Service Reserve Fund Policy will be provided by the Bond Insurer. 
See "BOND INSURANCE-Debt Service Reserve Fund Policy." 

Abatement 

Base Rental Payments are paid by the City in each rental payment period for and in consideration of the 
right of use and occupancy of the Facilities during each such period for which said rental is to be paid. The Base 
Rental Payments and Additional Payments shall be abated proportionately during any period in which by reason of 
any damage or destruction (other than by condemnation which is hereinafter provided for) there is substantial 
interference with the use and occupancy of the Facilities by the City, in the proportion in which the initial cost of 
that portion of the Facilities rendered unusable bears to the initial cost of the whole of the Facilities, including the 
Demised Premises. Such abatement 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 event of any such damage or 
destruction, the Facility Lease shall continue in full force and effect and the City waives any right to terminate the 
Facility Lease by virtue of any such damage or destruction. In the event the Facilities cannot be repaired during the 
period of time that proceeds of the City's rental interruption insurance will be available in lieu of Base Rental 
Payments (a period of two years) plus the period for which funds are available from the Reserve Fund, or in the 
event that casualty insurance proceeds are insufficient to provide for complete repair of the Facilities, there could be 
insufficient funds to cover payments to Bondowners in full. See APPENDIX D - "SUMMARY OF CERTAIN 
PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS-FACILITY LEASE-Rental Abatement" and 
"SECURITY AND SOURCES OF PAYMENT FOR THE BONDS-Insurance" herein. 
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Insurance 

The Facility Lease requires the City to maintain or cause to be maintained throughout the term of the 
Facility Lease insurance against loss or damage to any structures constituting any part of the Facilities by fire and 
lightning, with extended coverage insurance, vandalism and malicious mischief insurance and sprinkler system 
leakage insurance and earthquake insurance, if available on the open market from reputable insurance companies at 
a reasonable cost, 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 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 $250,000 or 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 under the 
Trust Agreement), in the event of total or partial loss, to enable all outstanding Bonds to be redeemed. 

The Facility Lease requires the City to maintain or cause to be maintained throughout the term of the 
Facility Lease insurance against loss or damage by flood to any structures constituting any part of the Facilities but 
which insurance may also cover other properties of the City. Such insurance shall be in an amount equal to the 
lesser of (i) the amount of the replacement cost (without deduction for depreciation) of all structures constituting any 
part of the Facilities and any other properties of the City so insured, excluding the cost of excavations, of grading 
and filling, and of the land or (ii) $10,000,000 on a per occurrence basis subject to an aggregate claim limit of 
$100,000,000 (except that such insurance may be subject to deductible clauses for any one loss of not to exceed 
$250,000 or comparable amount adjusted for inflation) or, in the alternative, shall be in an amount and in a form 
sufficient (together with moneys held under the Trust Agreement), in the event of total or partial loss, to enable all 
outstanding Bonds to be redeemed. Such insurance may be provided by the California Municipal Excess Liability 
Program or a similar entity. 

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 is to 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 is to 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 will permit withdrawals of said proceeds from time 
to 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 to it for the purpose of repair, 
reconstruction 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 Trust Agreement. 
Alternatively, 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 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 provisions of the Trust Agreement. 

The Authority and the City shall promptly apply for Federal disaster aid or State of California disaster aid 
in the event that the Facilities are damaged or destroyed as a result of an earthquake 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. 

Under the Facility Lease, the City is required to maintain or cause to be maintained, throughout the term of 
the Facility Lease, a standard comprehensive general liability insurance policy or policies in protection of the 
Authority and its members, directors, officers, agents and employees and the Trustee, indemnifying said parties 
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against all direct or contingent loss or liability for damages for personal injury, deatli or property damage occasioned 
by reason of the operation of the Facilities, with minimum liability limits of $1,000,000 for personal injury or death 
of each person and $3,000,000 for personal injury or deaths of two or more persons in each accident or event, 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 the fire and extended coverage insurance or the liability insurance required 
by the Facility Lease, or any portion tliereof, tlie City may provide a self insurance method or plan of protection if 
and to tlie 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, availability and similar 
plans or methods of protection adopted by public entities in the State of California other tlian the City. Participation 
by the City in an insurance program established by or pursuant to a joint powers authority shall not constitute a self 
insurance method or plan of protection that requires the prior written consent of the Authority and the Bond Insurer. 
So long as such method or plan is being provided to satisfy tlie requirements of tlie Facility Lease, there shall be 
filed annually with tlie Trustee a statement of an actuary, insurance consultant or otlier qualified person (which may 
be tlie Risk Manager of tlie City), stating that, in the opinion of the signer, tlie substitute metliod or plan of 
protection is in accordance with the requirements of this Section and, when effective, would afford reasonable 
coverage for tlie risks required to be insured against. There shall also be filed a Certificate of the City setting forth 
tlie details of such substitute method or plan. In the event of loss covered by any such self insurance method, tlie 
liability of the City hereunder shall be limited to the amounts in the self insurance reserve fund or funds created 
under such method. 

Under the Facility Lease, the City is also required to maintain or cause to 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 Facilities as 
tlie result of any of the hazards covered by its fire and extended coverage insurance (provided with respect to 
earthquake insurance, only if available on the open market from reputable insurance companies at a reasonable cost, 
as determined by tlie City), in an amount sufficient to pay the part of tlie total rent hereunder attributable to the 
portion of the Facilities rendered unusable (determined by reference to tlie proportion which the cost of such portion 
bears to the cost of the Facilities) for a period of at least two years, except tliat 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 tlie case of eartliquake coverage). Any proceeds of such insurance shall be used by tlie 
Trustee to reimburse to the City any rental theretofore paid by tlie City under tlie Facility Lease attributable to such 
structure for a period of time during which tlie payment of rental under the Facility Lease is abated, and any 
proceeds of such insurance not so used shall be applied as provided in the Facility Lease and any remainder shall be 
treated as Revenue under the Trust Agreement. 

The City is also required under tlie Facility Lease to obtain, for tlie benefit of the Autliority, title insurance 
on the Demised Premises, in an amount equal to the aggregate principal amount of the Bonds. 

Additional Bonds 

Additional Bonds may be issued on a parity with the Bonds upon the terms and subject to tlie conditions set 
forth in the Trust Agreement, which includes the prior written consent of the Bond Insurer. See APPENDIX D -
"SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS-THE TRUST 
AGREEMENT-Additional Bonds" herein. 

Investment of Bond Funds 

Pursuant to tlie Trust Agreement, all money held by the Trustee in any of the funds or accounts established 
pursuant to the Trust Agreement are required to be invested only in "Investment Securities" as defined in the Trust 
Agreement. See APPENDIX D - "SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL 
DOCUMENTS-CERTAIN DEFINITIONS" herein. 

12 



For a further description of the provisions of the Facility Lease, including the terms thereof and a 
description of certain covenants therein, including construction, maintenance, utilities, taxes, assessments, insurance 
and events of default and available remedies, see "SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL 
LEGAL DOCUMENTS-Facility Lease" in APPENDIX D attached hereto. 

For information regarding the City, see APPENDIX A and APPENDIX C attached hereto. See also 
"CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND APPROPRIATIONS" herein. 

BOND INSURANCE 

The following information concerning the Bond Insurer and the Policy has been provided by Financial 
Guaranty Insurance Company, doing business in California as FGIC Insurance Company (''Financial Guaranty'') 
and has not been independently certified or verified by the Authority or the City. No representation is made herein 
as to the accuracy or adequacy of such information or as to the absence of material adverse changes in such 
information subsequent to the date hereof or that the information contained and incorporated herein by reference is 
correct. Reference is made to APPENDIX !for a specimen of the Policy 

Financial Guaranty has supplied the following information for inclusion in this Official Statement. No 
representation is made by the Authority, the City or the underwriter as to the accuracy or completeness of this 
information. 

Payments Under the Policy 

Concurrently with the issuance of the Bonds, Financial Guaranty will issue its Municipal Bond New Issue 
Insurance Policy for the Bonds (the "Policy"). The Policy unconditionally guarantees the payment of that portion of 
the principal or accreted value (if applicable) of and interest on the Bonds which has become due for payment, but 
shall be unpaid by reason of nonpayment by the Authority. Financial Guaranty will make such payments to US. 
Bank Trust National Association, or its successor as its agent (the "Fiscal Agent"), on the later of the date on which 
such principal, accreted value or interest (as applicable) is due or on the business day next following the day on 
which Financial Guaranty shall have received notice (in accordance with the terms of the Policy) from an owner of 
Bonds or the Trustee or paying agent (if any) of the nonpayment of such amount by the Authority. The Fiscal Agent 
will disburse such amount due on any Bond to its owner upon receipt by the Fiscal Agent of evidence satisfactory to 
the Fiscal Agent of the owner's right to receive payment of the principal, accreted value or interest (as applicable) 
due for payment and evidence, including any appropriate instruments of assignment, that all of such owner's rights 
to payment of such principal, accreted value or interest (as applicable) shall be vested in Financial Guaranty. The 
term "nonpayment" in respect of a Bond includes any payment of principal, accreted value or interest ( as applicable) 
made to an owner of a Bond which has been recovered from such owner pursuant to the United States Bankruptcy 
Code by a trustee in bankruptcy in accordance with a final, nonappealable order of a court having competent 
jurisdiction. 

Once issued, the Policy is non-cancellable by Financial Guaranty. The Policy covers failure to pay 
principal (or accreted value, if applicable) of the Bonds on their stated maturity dates and their mandatory sinking 
fund redemption dates, and not on any other date on which the Bonds may have been otherwise called for 
redemption, accelerated or advanced in maturity. The Policy also covers the failure to pay interest on the stated date 
for its payment. In the event that payment of the Bonds is accelerated, Financial Guaranty will only be obligated to 
pay principal (or accreted value, if applicable) and interest in the originally scheduled amounts on the originally 
scheduled payment dates. Upon such payment, Financial Guaranty will become the owner of the Bond, appurtenant 
coupon or right to payment of principal or interest on such Bond and will be fully subrogated to all of the 
Bondholder's rights thereunder. 

The Policy does not insure any risk other than Nonpayment by the Authority, as defined in the Policy. 
Specifically, the Policy does not cover: (i) payment on acceleration, as a result of a call for redemption ( other than 
mandatory sinking fund redemption) or as a result of any other advancement of maturity; (ii) payment of any 
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redemption, prepayment or acceleration premium; or (iii) nonpayment of principal (or accreted value, if applicable) 
or interest caused by the insolvency or negligence or any other act or omission of the trustee or paying agent, if any. 

As a condition of its commitment to insure Bonds, Financial Guaranty may be granted certain rights under 
the Bond documentation. The specific rights, if any, granted to Financial Guaranty in connection with its insurance 
of the Bonds may be set forth in the description of the principal legal documents appearing elsewhere in this Official 
Statement, and reference should be made thereto. 

The Policy is not covered by the Property/Casualty Insurance Security Fund specified in Article 76 of the 
New Yark Insurance Law. The Policy is not covered by the California Insurance Guaranty Association (California 
Insurance Code, Article 14.2). 

Financial Guaranty Insurance Company 

Financial Guaranty is a New York stock insurance corporation that writes financial guaranty insurance in 
respect of public finance and structured finance obligations and other financial obligations, including credit default 
swaps. Financial Guaranty is licensed to engage in the financial guaranty insurance business in all 50 states, the 
District of Columbia, the Commonwealth of Puerto Rico, the US. Virgin Islands and the United Kingdom. 

Financial Guaranty is a direct, wholly owned subsidiary of FGIC Corporation, a Delaware corporation. At 
June 30, 2007, the principal owners of FGIC Corporation and the approximate percentage of its outstanding 
common stock owned by each were as follows: The PM! Group, Inc. - 42%; affiliates of the Blackstone Group LP. 
- 23%; and affiliates of the Cypress Group L.L.C - 23%. Neither FGIC Corporation nor any of its stockholders or 
affiliates is obligated to pay any debts of Financial Guaranty or any claims under any insurance policy, including the 
Policy, issued by Financial Guaranty. 

Financial Guaranty is subject to the insurance laws and regulations of the State of New York, where 
Financial Guaranty is domiciled, including New York's comprehensive financial guaranty insurance law. That law, 
among other things, limits the business of each financial guaranty insurer to financial guaranty insurance (and 
related lines); requires that each financial guaranty insurer maintain a minimum surplus to policyholders; establishes 
limits on the aggregate net amount of exposure that may be retained in respect of a particular issuer or revenue 
source (known as single risk limits) and on the aggregate net amount of exposure that may be retained in respect of 
particular types of risk as compared to the policyholders' surplus (known as aggregate risk limits); and establishes 
contingency, loss and unearned premium reserve requirements. In addition, Financial Guaranty is also subject to the 
applicable insurance laws and regulations of all other jurisdictions in which it is licensed to transact insurance 
business. The insurance laws and regulations, as well as the level of supervisory authority that may be exercised by 
the various insurance regulators, vary by jurisdiction. 

At June 30, 2007, Financial Guaranty had net admitted assets of approximately $4.040 billion, total 
liabilities of approximately $2.944 billion, and total capital and policyholders' surplus of approximately $ 1.096 
billion, determined in accordance with statutory accounting practices ("SAP") prescribed or permitted by insurance 
regulatory authorities. 

The unaudited financial statements as of June 30, 2007, and the audited consolidated financial statements of 
Financial Guaranty and subsidiaries, on the basis of US. generally accepted accounting principles ("GAAP"), as of 
December 31, 2006 and December 31, 2005, which will be filed with the Nationally Recognized Municipal 
Securities Information Repositories ("NRMSIRs"), are hereby included by specific reference in this Official 
Statement. Any statement contained herein under the heading "BOND INSURANCE," the subheading "Debt 
Service Reserve Fund Policy" or in any documents included by specific reference herein, shall be modified or 
superseded to the extent required by any statement in any document subsequently filed by Financial Guaranty with 
such NRMSIRs, and shall not be deemed, except as so modified or superseded, to constitute a part of this Official 
Statement. All financial statements of Financial Guaranty (if any) included in documents filed by Financial 
Guaranty with the NRMSIRs subsequent to the date of this Official Statement and prior to the termination of the 
offering of the Bonds shall be deemed to be included by specific reference into this Official Statement and to be a 
part hereof from the respective dates of filing of such documents. 
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The New Yark State Insurance Department recognizes only SAP for determining and reporting the 
financial condition and results of operations of an insurance company, for determining its solvency under the New 
York Insurance Law, and for determining whether its financial condition warrants the payment of a dividend to its 
stockholders. Although Financial Guaranty prepares both GAAP and SAP financial statements, no consideration is 
given by the New York State Insurance Department to financial statements prepared in accordance with GAAP in 
making such determinations. A discussion of the principal differences between SAP and GAAP is contained in the 
notes to Financial Guaranty's audited SAP financial statements. 

Copies of Financial Guaranty's most recently published GAAP and SAP financial statements are available 
upon request to: Financial Guaranty Insurance Company, 125 Park Avenue, New York, NY 10017, Attention: 
Corporate Communications Department. Financial Guaranty's telephone number is (212) 312-3000. 

Financial Guaranty's Credit Ratings 

The financial strength of Financial Guaranty is rated "AAA" by Standard & Poor's, a Division of The 
McGraw-Hill Companies, Inc., "Aaa" by Moody's Investors Service, and "AAA" by Fitch Ratings. Each rating of 
Financial Guaranty should be evaluated independently. The ratings reflect the respective ratings agencies' current 
assessments of the insurance financial strength of Financial Guaranty. Any further explanation of any rating may be 
obtained only from the applicable rating agency. These ratings are not recommendations to buy, sell or hold the 
Bonds, and are subject to revision or withdrawal at any time by the rating agencies. Any downward revision or 
withdrawal of any of the above ratings may have an adverse effect on the market price of the Bonds. Financial 
Guaranty does not guarantee the market price or investment value of the Bonds nor does it guarantee that the ratings 
on the Bonds will not be revised or withdrawn. 

Neither Financial Guaranty nor any of its affiliates accepts any responsibility for the accuracy or 
completeness of the Official Statement or any information or disclosure that is provided to potential purchasers of 
the Bonds, or omitted from such disclosure, other than with respect to the accuracy of information with respect to 
Financial Guaranty or the Policy under the heading "BOND INSURANCE" and the subheading "Debt Service 
Reserve Fund Policy." In addition, Financial Guaranty makes no representation regarding the Bonds or the 
advisability of investing in the Bonds. 

Debt Service Reserve Fund Policy 

The following information concerning Financial Guaranty and the Debt Service Reserve Fund Policy has 
been provided by Financial Guaranty and has not been independently certified or verified by the Authority or the 
City. No representation is made herein as to the accuracy or adequacy of such information or as to the absence of 
material adverse changes in such information subsequent to the date hereof or that the information contained and 
incorporated herein by reference is correct. 

The Reserve Policy. Concurrently with the issuance of the Bonds, Financial Guaranty will issue its 
Municipal Bond Debt Service Reserve Fund Policy (the "Reserve Policy"). The Reserve Policy unconditionally 
guarantees the payment of that portion of the principal or accreted value (if applicable) of and interest on the Bonds 
which has become due for payment, but shall be unpaid by reason of nonpayment by the Authority, provided that the 
aggregate amount paid under the Reserve Policy may not exceed the Reserve Fund Requirement. Financial 
Guaranty will make such payments to the Trustee on the later of the date on which such principal or accreted value 
(if applicable) and interest is due or on the business day next following the day on which Financial Guaranty shall 
have received telephonic or telegraphic notice subsequently confirmed in writing or written notice by registered or 
certified mail from the Trustee of the nonpayment of such amount by the Authority. The term "nonpayment" in 
respect of a Bond includes any payment of principal, accreted value or interest (as applicable) made to an owner of a 
Bond which has been recovered from such owner pursuant to the United States Bankruptcy Code by a trustee in 
bankruptcy in accordance with a final nonappealable order of a court having competent jurisdiction. 

The Reserve Policy is non-cancellable and the premium will be fully paid at the time of delivery of the 
Bonds. The Reserve Policy covers failure to pay principal or accreted value (if applicable) of the Bonds on their 
respective stated maturity dates, or dates on which the same shall have been called for mandatory sinking fund 
redemption, and not on any other date on which the Bonds may have been accelerated, and covers the failure to pay 
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an instalhnent of interest on the stated date for its payment. The Reserve Policy shall terminate on the earlier of the 
scheduled final maturity date of the Bonds as of the issuance date of the Reserve Policy or the date on which no 
Bonds are outstanding under the authorizing document. 

Generally, in connection with its issuance of a Reserve Policy, Financial Guaranty requires, among other 
things, (i) that, so long as it has not failed to comply with its payment obligations under the Reserve Policy, it be 
granted the power to exercise any remedies available at law or under the authorizing document other than (A) 
acceleration of the Bonds or (B) remedies which would adversely affect holders in the event that the Authority fails 
to reimburse Financial Guaranty for any draws on the Reserve Policy; and (ii) that any amendment or supplement to 
or other modification of the principal legal documents be subject to Financial Guaranty's consent. The specific 
rights, if any, granted to Financial Guaranty in connection with its issuance of the Reserve Policy may be set forth in 
the description of the principal legal documents appearing elsewhere in this Official Statement. Reference should be 
made as well to such description for a discussion of the circumstances, if any, under which the Authority is required 
to provide additional or substitute credit enhancement, and related matters. 

The Reserve Policy is not covered by the Property/Casualty Insurance Security Fund specified in Article 76 
of the New York Insurance Law. The Reserve Policy is not covered by the California Insurance Guaranty 
Association (California Insurance Code, Article 14.2). 

For additional information concerning Financial Guaranty, see "BOND INSURANCE-Financial 
Guaranty Insurance Company." 

Neither Financial Guaranty nor any of its affiliates accepts any responsibility for the accuracy or 
completeness of the Official Statement or any information or disclosure that is provided to potential purchasers of 
the Bonds, or omitted from such disclosure, other than with respect to the accuracy of information with respect to 
Financial Guaranty or the Policy under the heading "BOND INSURANCE" and the subheading "Debt Service 
Reserve Fund Policy." In addition, Financial Guaranty makes no representation regarding the Bonds or the 
advisability of investing in the Bonds. 

RISK FACTORS 

General 

The following factors, which represent material risk factors that have been identified at this time, should be 
considered along with all other information in this Official Statement by potential investors in evaluating the Bonds. 
There can be no assurance made that other risk factors will not become evident at any future time. 

The Bonds are payable solely from the Revenues of the Authority under the Trust Agreement consisting 
primarily of the Base Rental Payments payable by the City pursuant to the Facility Lease and Installment Payments 
payable by the City pursuant to the Instalhnent Payment Agreement for the beneficial use and occupancy of the 
Facilities. 

The practical realization of any rights upon default by the City under the Facility Lease will depend upon 
the exercise of various remedies specified in such instrument, as restricted by state and federal law. The federal 
bankruptcy laws may have an adverse effect on the ability of the Trustee to enforce its rights under the Trust 
Agreement and of the Authority to enforce its rights under the Facility Lease. See "Limitation on Remedies" herein. 

In certain situations, with the consent of the Owners of a majority in aggregate principal amount of the 
Outstanding Bonds, certain amendments to the Trust Agreement, the Instalhnent Payment Agreement and the 
Facility Lease may be made. Such amendments could affect the security of the Bondholders. 

Future economic and other conditions may adversely affect the value or essential nature of the Facilities 
and, consequently, the value of the Facilities to the Authority in exercising available remedies upon default by the 
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City. In addition, there are certain other factors discussed herein as a result of which certain remedies available to 
the Trustee or the Authority may not be a viable option. 

Limited Obligation 

The Bonds are limited obligations of the Authority and are payable solely from the Revenues (as described 
herein), and the Authority is not obligated to pay the principal of or the interest on the Bonds except from the 
Revenues. All Bonds are equally and ratably secured in accordance with the terms and conditions of the Trust 
Agreement by a pledge of and charge and lien upon the Revenues, and the Revenues constitute a trust fund for the 
security and payment of the Bonds as provided in the Trust Agreement. The Bonds are not a debt of the City or any 
member of the Authority, and neither the City nor any member of the Authority is liable thereon, nor in any event 
will the Bonds be payable out of or secured by a legal or equitable pledge of, or charge or lien upon, any property of 
the Authority or any of its income or receipts, except the Revenues. Neither the full faith and credit of the 
Authority, the City nor any member of the Authority is pledged for the payment of the principal of or interest on the 
Bonds or for the payment of Base Rental Payments. Neither the payment of the principal of or interest on the Bonds 
nor the obligation to make Base Rental Payments constitutes a debt, liability or obligation of the Authority, the City 
nor any member of the Authority for which any such entity is obligated to levy or pledge any form of taxation or for 
which any such entity has levied or pledged any form of taxation. The Authority has no taxing power 

Base Rental Payments 

General. The Base Rental Payments and Additional Payments due under the Facility Lease (including 
insurance, payment of costs of repair and maintenance of the Facilities, taxes and other governmental charges and 
assessments levied against the Facilities) are not secured by any pledge of taxes or other revenues of the City but are 
payable from any funds lawfully available to the City. The City will incur other obligations in the future payable 
from the same sources as the Base Rental Payments. In the event the City's revenue sources are less than its total 
obligations, the City could choose to fund other City services 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. The City's appropriations, however, have never exceeded the limitation on 
appropriations under Article XIIIB of the California Constitution. See "CONSTITUTIONAL AND STATUTORY 
LIMITATIONS ON TAXES AND APPROPRIATIONS -Article XIII B of the State Constitution" herein. 

Covenant to Budget and Appropriate. Pursuant to the Facility Lease, the City covenants to take such action 
as may be necessary to include Base Rental Payments due in its annual budgets and to make the necessary annual 
appropriations for all such payments. See "SECURITY AND SOURCE OF PAYMENT FOR THE BONDS - Base 
Rental Payment Provisions" herein. Such covenants are deemed to be duties imposed by law, and it is the duty of 
the public officials 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 such covenants. A court, however, in 
its discretion may decline to enforce such covenants. Upon issuance of the Bonds, Bond Counsel will render its 
opinion (substantially in the form of Appendix F attached hereto) to the effect that, subject to the limitations and 
qualifications described therein, the Facility Lease constitutes a valid and binding obligation of the City. As to the 
Trustee's or the Authority's practical realization of remedies upon default by the City, see "Limitations on 
Remedies" herein. 

Installment Payments 

The Installment Payments due under the Installment Payment Agreement (including payment of Operating 
and Maintenance Expenses of the Golf Course) are not secured by any pledge of taxes or other revenues of the City 
but are payable from the Golf Course Revenues. The City covenants in the Facility Lease, to the extent reasonably 
practicable, to fix, prescribe and collect rates and charges for the Golf Course which are reasonably fair and 
nondiscriminatory and to establish a budget that will enable the City to collect such rates and charges and other 
amounts which will be at least sufficient to yield during each Fiscal Year an amount not less than the sum of: (i) the 
Maintenance and Operation Costs of the Golf Course for such Fiscal Year; and (ii) one (I) times the debt service on 
all Installinent Payments for such Fiscal Year, to the extent they are then unpaid or are not discharged in accordance 
with their terms. See "SECURITY AND SOURCE OF PAYMENT FOR THE BONDS - Installinent Payments" 
herein. Such covenants are deemed to be duties imposed by law, and it is the duty of the public officials of the City 
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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 such covenants. A court, however, in its discretion may decline to 
enforce such covenants. As to the Trustee's or the Authority's practical realization of remedies upon default by the 
City, see "Limitations on Remedies" herein. 

Abatement Risk 

During any period in which, by reason of material damage or destruction, there is substantial interference 
with the use and occupancy by the City of any portion of the Facilities, rental payments due under the Facility Lease 
with respect to the Facilities will be abated proportionately, and the City waives any and all rights to terminate the 
Facility Lease by virtue of any such interference and the Facility Lease shall continue in full force and effect. See 
"SECURITY AND SOURCE OF PAYMENT FOR THE BONDS-Abatement" herein. 

No Acceleration Upon Default 

In the event of a default, there is no remedy of acceleration of the total Base Rental Payments due over the 
term of the Facility Lease nor of the total Installment Payments due under the Installment Payment Agreement, and 
the Trustee is not empowered to sell a fee simple interest in the Facilities and use the proceeds of such sale to prepay 
the Bonds or pay debt service thereon. Any suit for money damages would be subject to limitations on legal 
remedies against public agencies in the State, including a limitation on enforcement of judgments against funds 
needed to serve the public welfare and interest as described below. 

Limitation on Remedies 

The enforcement of any remedies provided in the Installment Payment Agreement, the Facility Lease and 
the Trust Agreement could prove both expensive and time consuming. Although the Facility Lease provides that if 
the City defaults the Trustee may reenter the Facilities and re-let it, portions of the Facilities may not be easily 
recoverable, and even if recovered, could be of little value to others because of the Facilities' specialized nature. 
Additionally, the Trustee may have limited ability to re-let the Facilities to provide a source of rental payments 
sufficient to pay the principal and interest on the Bonds so as to preserve the tax-exempt nature of interest on the 
Bonds. The Trustee is not obligated to re-let the Facilities in a manner so as to preserve the tax-exempt nature of 
interest on the Bonds. Furthermore, due to the governmental nature of the Facilities, it is not certain whether a court 
would permit the exercise of the remedy of re-letting with respect thereto. 

Alternatively, the Trustee may terminate the Facility Lease and proceed against the City to recover 
damages pursuant to the Facility Lease. Any suit for money damages would be subject to limitations on legal 
remedies against public agencies in the State, including a limitation on enforcement of judgments against funds 
needed to serve the public welfare and interest. 

The rights of the Owners of the Bonds are subject to certain limitations on legal remedies against cities and 
other governmental entities in the State, including but not limited to a limitation on enforcement against funds that 
are otherwise needed to serve the public welfare and interest. Additionally, the rights of the Owners of the Bonds 
may be subject to (i) bankruptcy, insolvency, reorganization, moratorium, or similar laws limiting or otherwise 
affecting the enforcement of creditors' rights generally (as such laws are now or hereafter may be in effect), (ii) 
equity principles (including but not limited to concepts of materiality, reasonableness, good faith and fair dealing) 
and the possible unavailability of specific performance or injunctive relief, regardless of whether considered in a 
proceeding in equity or law, (iii) the exercise by the United States of America of the powers delegated to it by the 
Constitution, and (iv) the reasonable and necessary exercise, in certain exceptional situations, of the police powers 
inherent in the sovereignty of the State and its governmental bodies in the interest of serving a significant and 
legitimate public purpose. Under Chapter 9 of the Bankruptcy Code (Title 11, United States Code), which governs 
bankruptcy proceedings for public agencies, there are no involuntary petitions in bankruptcy. If the City were to file 
a petition under Chapter 9 of the Bankruptcy Code, the Owners, the Trustee and the Authority could be prohibited or 
severely restricted from taking any steps to enforce their rights under the Facility Lease and from taking any steps to 
collect amounts due from the City under the Facility Lease. 
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City Obligations 

The City has a significant amount of obligations payable from its general fund, including but not limited to 
capital lease obligations and other obligations related to retirement benefits and other post employment benefits as 
well as certain other liabilities. See APPENDIX A - "THE CITY OF SAN MATEO: ECONOMIC, 
DEMOGRAPHIC AND FINANCIAL INFORMATION" herein. 

Risk of Earthquake 

The City and the Facilities are located in a seismically active region within the vicinity of several active 
and inactive faults, including the San Andreas fault line, which runs within approximately two miles of the City. 
The City could sustain extensive damage to its facilities in a major earthquake which could result in the closing of 
the Facilities for extended periods of time. 

In October 1989, the Loma Prieta earthquake, measuring 7.1 on the Richter scale and with an epicenter 
approximately 45 miles southeast of the City, struck the San Francisco Bay Area. The Loma Prieta earthquake was 
the largest earthquake to strike the San Francisco Bay area since 1906. The City received no substantial damage as a 
result of the Loma Prieta earthquake. 

The City is not obligated under the Facility Lease to maintain earthquake insurance on the Facilities. In the 
event of damage or destruction to the Facilities caused by perils for which the City does not provide insurance and is 
not required to provide insurance under the Facility Lease, the City is not obligated to repair, replace or reconstruct 
the Facilities. If an earthquake were to cause serious damage to the Facilities during any period when such facilities 
were not insured for earthquake damage, or if the proceeds of any earthquake insurance were insufficient to replace 
or repair the damaged Facilities, the City would be limited to its General Fund, reserves, and emergency grants, if 
any, in seeking to make appropriate repairs. Pending such repairs, the City's obligation to make Base Rental 
Payments would be subject to abatement and rental interruption insurance proceeds likely would not cover losses 
caused by earthquakes. The City will not be obligated to repair or restore the Facilities in the event of uninsured 
damage caused by an earthquake. See "RISK FACTORS - Abatement Risk" While the obligation of the City to 
make Installment Payments under the Installment Payment Agreement would continue following an earthquake, the 
damage caused by an earthquake could materially adversely affect the amount of Golf Course Revenues and the 
City's obligation to make Installment Payments from Golf Course Revenues. 

Hazardous Substances 

Owners and operators of real property may be required by law to remedy conditions of the property relating 
to releases 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," is the most 
well known and widely applicable of these laws, but California laws with regard to hazardous substances are also 
stringent and similar. Under many of these laws, the owner (or operator) is obligated to remedy a hazardous 
substance whether or not the owner (or operator) has anything to do with creating or handling the hazardous 
substance. Further, such liabilities may arise not simply from the existence of a hazardous substance but from the 
method of handling it. All of these possibilities could significantly and adversely affect the operations and finances 
of the City. 

The City knows of no existing hazardous substances which require remedial action on or near the Facilities. 
However, it is possible that such substances do currently or potentially exist and that the City is not aware of them. 

Flood Risk 

The Federal Emergency Management Agency ("FEMA") as part of its National Flood Insurance Program 
("NFIP"), prepared a Flood Insurance Study ("FIS") for the City begirimng in 1996. The FIS modified the City's 
Flood Insurance Rate Map ("FIRM") and corresponding base flood elevations ("BFEs"), which are flood elevations 
that, according to methodology used by FEMA, have a 1 % probability (I 00-year storm or tide) of occurring in any 
given year. A revised FIRM that includes a portion of the City in Zone AE, a designated special flood hazard area, 
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became effective on October 19, 2001. Properties within Zone AE that have federally insured mortgages (virtually 
all institutional lenders are federally insured) are required to purchase flood insurance. 

According to the FIRM, a portion of the property in the Golf Course is within Zone AE. Damage from 
flooding could adversely affect the Golf Course and Golf Course Revenues available to pay debt service on the 
Bonds. 

CONSTITUTIONAL AND STATUTORY LThHTATIONS ON TAXES AND APPROPRIATIONS 

Article XIIIA of the State Constitution 

Article XIIIA of the State Constitution, known as Proposition 13, was approved by California voters in 
June 1978. Section !(a) of Article XIIIA limits the maximum ad valorem tax on real 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 I (b) of Article XIIIA provides that the one percent limitation does not apply to ad valorem taxes to pay 
interest or redemption charges on (I) indebtedness approved by the voters prior to July I, 1978, (2) any bonded 
indebtedness for the acquisition or improvement ofreal property approved on or after July I, 1978, by two-thirds of 
the votes cast by the voters 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 ofreal 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 XIIIA defines "full cash value" to mean the county assessor's valuation of real 
property as shown on the 1975-76 fiscal year tax bill or, thereafter, the appraised 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 reduced in the event of declining property value 
caused by substantial damage, destruction or other factors. Legislation enacted by the State Legislature to 
implement Article XIIIA provides that, notwithstanding any other law, local agencies may not levy any additional 
ad valorem property tax except to pay debt service on indebtedness approved by the voters as described above. 
Such legislation further provides that each county will levy the maximum tax permitted by Article XIIIA, which is 
$1.00 per $100 of taxable value. 

Since its adoption, Article XIIIA has been amended a number of times. These amendments have created a 
number of exceptions to the requirement that property be assessed when purchased, newly constructed or a change 
in ownership has occurred. These 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 improvements to accommodate disabled persons and for 
seismic upgrades to property. These amendments have resulted in marginal reductions in the property tax revenues 
of the City. 

Both the California State Supreme Court and the United States Supreme Court have upheld the validity of 
Article XIIIA 

Article XIIIB of the State Constitution 

In addition to the limits Article XIIIA imposes on property taxes 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 XIIIB of the State Constitution, which limits the amount of revenues that 
government entities are permitted to spend. Article XIIIB, approved by California voters in June 1979, was 
modified substantially by Proposition 111 in 1990. The appropriations limit of each government entity applies to 
"proceeds 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 extent that such proceeds exceed "the cost reasonably 
borne by such entity in providing the regulation, product or service." "Proceeds of taxes" excludes tax refunds and 
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some benefit payments such as unemployment insurance. No limit is imposed on appropriations of funds which are 
not "proceeds of taxes," such as reasonable user charges or fees, and certain other non-tax funds. 

Article XIIIB 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 the voters, appropriations required to comply with 
mandates of courts or the federal government, appropriations for qualified capital outlay projects, and appropriation 
by the State of revenues derived from any increase in gasoline taxes and motor vehicle weight fees above January 1, 
1990 levels. The appropriations limit may also be exceeded in cases of emergency; 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 each 
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 excess must be returned to such entity's 
taxpayers through tax rate or fee reductions over the following two years. 

The City has estimated that for the 2007-08 Fiscal Year, permitted appropriations of "proceeds of taxes" 
are limited to $130,661,565, and the City's budgeted appropriations from the proceeds of taxes for the 2007-08 
Fiscal Year are within such limit. 

Articles XIIIC and XIIID of the State Constitution 

On November 5, 1996, the voters of the State approved Proposition 218 - the "Right to Vote on Taxes 
Act." Proposition 218 added Articles XIIIC and XIIID to the State Constitution, which affect the ability of local 
governments, including cities, to impose new, or increase or extend existing, 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 XIIIC requires that all new local taxes be submitted to the electorate for approval before such taxes 
becomes effective. 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 fund) require a two-thirds vote. The 
voter approval requirements of Article XIIIC 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 requirements. 

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 
either authorized in accordance with Proposition 218 or discontinued. 

Among other things, Section 3 of Article XIIIC states that" ... the initiative power shall not be prohibited 
or otherwise limited in matters of reducing or repealing any local tax, assessment, fee or charge." Absent the 
application of other legal authority, Section 3 of Article XIIIC 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 
enacted in 1997 to prescribe specific procedures and parameters for local jurisdictions in complying with Article 
XIIIC and Article XIIID ("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 initiative 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 
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repeals local taxes, assessments, fees or charges or what limitations, if any, future court decisions may place on the 
initiative power granted under Article XIIIC 

The City raises a portion of its revenues from various local taxes which could be reduced by initiative 
under Article XIIIC "Assessment," "fee" and "charge" are not defined in Article XIIIC and it is not clear whether 
the definitions of these terms in Article XIIID (which are generally property-related, as described below) would be 
applied to Article XIIIC However, on July 24, 2006, the California Supreme Court ruled in Bighorn-Desert View 
Water Agency v. Vi1fil (Kelley) that charges for ongoing water delivery are property related fees and charges within 
the meaning of Article XIIID and are also fees or charges within the meaning of Section 3 of Article XIIIC 

Article XIIID 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 mean any levy 
or charge upon real property for a special benefit conferred upon real property, and expressly includes standby 
charges. Article XIIID also includes new provisions affecting "fees" and "charges," defined for purposes of Article 
XIIID 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 XIIID. Further, before any property related fee or charge may be imposed or 
increased, written 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 increase the 
fee or charge. Moreover, except for fees or charges for sewer, water and refuse collection services (or fees for 
electrical and gas service, which are not treated as "property related" for purposes of Article XIIID), no property 
related fee or charge may be imposed or increased without majority approval by the property owners subject to the 
fee or charge, or, at the option of the local agency, two-thirds voter approval by the electorate residing in the 
affected area. 

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 revenues. The interpretation 
and application of Proposition 218 will ultimately be determined by the courts with respect to 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, (ii) that any special tax ( defined as taxes 
levied for other than general governmental purposes) imposed by a local governmental entity be approved by a two
thirds vote of the voters voting in an election 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 imposed. 

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 vote 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 collection 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 State Legislature, except that it may be amended only by a vote of the 
State's electorate. Since the passage of Proposition 218, however, certain provisions of Proposition 62 (e.g., voter 
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approval of taxes) are governed by the State Constitution. For a discussion of taxes affected by Proposition 218 see 
"Articles XIIIC and XIIID 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 I% general ad valorem property tax levy allocated to that jurisdiction be reduced by 
$1 for every $1 in revenue attributable to the tax for each year that the tax had been collected. 

Proposition lA 

Proposition IA, proposed 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 IA 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 November 3, 2004. Any change in the allocation of property tax revenues 
among local governments within a county must be approved by two-thirds of both houses of the Legislature. 
Proposition IA provides, however, that beginning in Fiscal Year 2008-09, the State 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, if the Governor proclaims that the shift is needed due 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 IA also provides that if the State reduces the vehicle license fee rate currently in effect, 0.65 percent of 
vehicle value, the State must provide local governments with equal replacement revenues. Further, Proposition lA 
requires the State, beginning July I, 2005, to suspend State mandates affecting cities, counties and special districts, 
excepting mandates relating to employee rights, schools or community colleges, in any year that the State does not 
fully reimburse local governments for their costs to comply with such mandates. 

Proposition lA 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 IA could also 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. 

Future Initiatives 

Article XIIIA, Article XIIIB, Article XIIIC, Article XIIID of the State Constitution and the statutes added 
by Proposition 62 and Proposition IA were each adopted as measures that qualified 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. 

THE AUTHORITY 

The City of San Mateo Joint Powers Financing Authority was formed pursuant to the provisions of 
Articles I and 4 of Chapter 5 of Division 7 of Title I of the Government Code of the State (the "Act") and a Joint 
Exercise of Powers Agreement dated April I, 1998 and amended June I, 1999 (the "Joint Powers Agreement"), by 
and between the City and the Redevelopment Agency of the City of San Mateo (the "Agency"). The Joint Powers 
Agreement authorizes the Authority, among other things, to provide financing for public capital improvements and 
working capital for the City and the Agency through the lease, acquisition or construction of such public capital 
improvements, all as authorized by the Act. 

The Authority functions as an independent entity and its policies are determined by its Governing Board, 
which is comprised of the members of the City Council and the members of the Board of the Agency. The members 
of the City Council serve as the members of the Board of the Agency. The Authority has no employees and all staff 
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work is done by the City staff or by consultants to the Authority. The Finance Director of the City has been 
designated as Treasurer/Auditor of the Authority. The Treasurer/Auditor of the Authority has charge of, handles, 
and has access to any property of the Authority, has custody of all the money of the Authority from whatever source, 
and is required to perform the other functions of Treasurer/ Auditor of the Authority as set forth in the Act. 

The Authority, the City and the Agency are each separate and distinct legal entities, and the debts and 
obligations of any one such entity are not debts or obligations of the other entity. 

THE BONDS ARE LIMITED OBLIGATIONS OF THE AUTHORITY PAYABLE SOLELY FROM 
AND SECURED SOLELY BY THE REVENUES PLEDGED UNDER THE TRUST AGREEMENT. NEITHER 
THE PAYMENT OF THE PRINCIPAL OF NOR INTEREST ON THE BONDS CONSTITUTES A DEBT, 
LIABILITY OR OBLIGATION OF THE CITY OR THE AGENCY. 

CITY TINANCIAL INFORMATION 

The City covenants to annually budget and appropriate sufficient funds to make all Base Rental Payments 
due under the Facility Lease. See "SECURITY AND SOURCES OF PAYMENT FOR THE BONDS" herein. For 
further information concerning the financial condition of the City, see APPENDIX A - "THE CITY OF SAN 
MATEO - ECONOMIC, DEMOGRAPHIC AND FINANCIAL INFORMATION" and APPENDIX C -
"AUDITED FINANCIAL STATEMENTS OF THE CITY FOR THE FISCAL YEAR ENDED JUNE 30, 2006." 

Upon the issuance of the Bonds, the City will execute and deliver its certificate to the effect that to the best 
of the City's knowledge, with respect to the information concerning the City contained in this Official Statement, no 
event affecting the City has occurred since the date of this Official Statement which either makes untrue or incorrect 
in any material respect, as of the date of the issuance of the Bonds, any statement or information contained in this 
Official Statement relating to the City or the Project or is not reflected in this Official Statement but should be 
reflected herein in order to make the statements and information herein relating to the City or the Project not 
misleading in any material respect. 

CONTINUING DISCLOSURE 

The City has covenanted for the benefit of the holders and beneficial owners of the Bonds to provide 
certain financial information and operating data relating to the City by not later than 270 days following the end of 
the City's Fiscal Year (presently June 30) (the "Annual Report"), commencing with the report for the 2006-07 Fiscal 
Year, and to provide notices of the occurrence of certain enumerated events, if material. The Armual Report will be 
filed by the Trustee on behalf of the City with each Nationally Recognized Municipal Securities Information 
Repository and with a State Repository, if any ( collectively, the "Repositories"). The notices of material events will 
be filed by the Trustee on behalf of the City with the Municipal Securities Rulemaking Board and with the 
Repositories. The specific procedure for filing with the Repositories, the nature of the information to be contained 
in the Annual Report or the notices of material events is summarized below under the caption APPENDIX E
"FORM OF CONTINUING DISCLOSURE AGREEMENT." These covenants have been made in order to assist 
the underwriters of the Bonds in complying with Securities Exchange Commission Rule l 5c2-l 2(b )(5). 

The City has never failed to comply in all material respects with its previous undertakings to provide 
annual reports and notices of material events pursuant to said rule. 

TAX MATTERS 

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

Bonds purchased, whether at original issuance or otherwise, for an amount higher than their principal 
amount payable at maturity ( or, in some cases, at their earlier call date) ("Premium Bonds") will be treated as having 
amortizable bond premium. No deduction is allowable for the amortizable bond premium in the case of bonds, like 
the Premium Bonds, the interest on which is excluded from gross income for federal income tax purposes. 
However, the amount of tax-exempt interest received, and a Beneficial Owner's basis in a Premium Bond, will be 
reduced by the amount of amortizable bond premium properly 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 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 Bonds will not be included in federal gross income. Inaccuracy of these 
representations or failure to comply with these covenants may result in interest on the Bonds being included in gross 
income for federal income tax purposes, possibly from the date of original issuance of the Bonds. The opinion of 
Bond Counsel assumes the accuracy of these representations and compliance with these covenants. Bond Counsel 
has not undertaken to determine (or to inform any person) whether any actions taken (or not taken), or events 
occurring (or not occurring), or any other matters coming to Bond Counsel's attention after the date of issuance of 
the Bonds may adversely affect the value of, or the tax status of interest on, the Bonds. Accordingly, the opinion of 
Bond Counsel is not intended to, and may not, be relied upon in connection with any such actions, events or matters. 

Although Bond Counsel is of the opinion that interest on the Bonds is excluded from gross income for 
federal income tax purposes and is exempt from State of California personal income taxes, the ownership or 
disposition of, or the accrual or receipt of interest on, the Bonds may otherwise affect a Beneficial Owner's federal, 
state or local tax liability. The nature and extent of these other tax consequences depend 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. 

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

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

Future legislative proposals, if enacted into law, clarification of the Code or court decisions may cause 
interest on the Bonds to be subject, directly or indirectly, to federal income taxation or to be subject to or exempted 
from state income taxation, or otherwise prevent Beneficial Owners from realizing the full current benefit of the tax 
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status of such interest. As one example, on May 21, 2007, the United States Supreme Court agreed to hear an appeal 
from a Kentucky state court which ruled that the United States Constitution prohibited the state from providing a tax 
exemption for interest on bonds issued by the state and its political subdivisions but taxing interest on obligations 
issued by other states and their political subdivisions. The introduction or enactment of any such future legislative 
proposals, clarification of the Code or court decisions may also affect the market price for, or marketability of, the 
Bonds. Prospective purchasers of the Bonds should consult their own tax advisors regarding any pending or 
proposed federal or state tax legislation, regulations or litigation, as to which Bond Counsel expresses no opinion. 

LEGAL MATTERS 

The validity of the Bonds and certain other legal matters are subject to the approving opinion of Orrick, 
Herrington & Sutcliffe LLP, Bond Counsel. A copy of the proposed form of Bond Counsel opinion with respect to 
the Bonds is contained in Appendix F hereto. Certain legal matters will be passed upon for the Authority and the 
City by Shawn Mason, Esq., City Attorney. Certain legal matters will be passed upon for the Authority by Orrick, 
Herrington & Sutcliffe LLP, as Disclosure Counsel. 

LITIGATION 

There is no controversy or litigation of any nature now pending or, to the knowledge of their respective 
officers, threatened against the City or the Authority restraining or enjoining the issuance or sale of the Bonds or in 
any way contesting or affecting the validity of the Bonds, any proceedings of the City or the Authority taken 
concerning the issuance or sale thereof, the pledge or application of any monies or security provided for the payment 
of the Bonds, or existence or powers of the City or the Authority relating to the issuance of the Bonds. 

FINANCIAL ADVISORS 

Kitahata & Company, San Francisco, California, and William Euphrat Municipal Finance, Inc., San 
Francisco, California (the "Financial Advisors") have served as financial advisors to the Authority on the issuance of 
the Bonds. Both firms are independent financial advisors that are not engaged in the underwriting, sale or trading of 
municipal securities. The Financial Advisors have read and participated in the drafting of certain portions of this 
Official Statement. The Financial Advisors have not audited, authenticated or otherwise verified the information set 
forth in the Official Statement, or any other related information available to the City or the Authority with respect to 
the accuracy and completeness of the disclosure of such information, and the Financial Advisors make no guaranty, 
warranty or other representation respecting the accuracy and completeness of the Official Statement or any other 
matter related to the Official Statement. The fee to be paid to the Financial Advisors for services rendered with 
respect to the Bonds is contingent upon the sale and issuance of the Bonds. 

RATINGS 

Standard & Poor's is expected to assign the Bonds the rating of "AAA" based upon the delivery 
concurrently with the delivery of the Bonds of the Policy by the Bond Insurer. Such rating expresses only the views 
of the rating agency and any explanation of the significance of such rating should be obtained from the rating 
agency. Such rating is not a recommendation to buy, sell or hold the Bonds. There is no assurance that such rating 
will continue for any given period of time or that it will not be revised, either downward or upward, or withdrawn 
entirely by the rating agency if in its judgment circumstances so warrant. The Authority, the City and the Trustee 
undertake no responsibility to oppose any such revision or withdrawal. Any such downward revision or withdrawal 
may have an adverse effect on the market price of the Bonds. 
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UNDERWRITING 

The Bonds are being purchased for reoffering by Citigroup Global Markets Inc. (the "Underwriter"). The 
Underwriter has agreed to purchase the Bonds at a purchase price of $9,033,750.00 (representing the principal 
amount of the Bonds, plus an original issue premium of $47,208.45, less an Underwriter's discount of $138,458.45). 
The Underwriter will purchase all of the Bonds if any are purchased. The obligation of the Underwriter to make 
such purchase is subject to certain terms and conditions set forth in the purchase contract relating to the Bonds. 
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City. 

EXECUTION AND DELIVERY 

The preparation and distribution of this Official Statement have been authorized by the Authority and the 

28 

CITY OF SAN MATEO JOINT POWERS 
FINANCING AUTHORITY 
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APPENDIX A 

THE CITY OF SAN MATEO: 
ECONOMIC, DEMOGRAPHIC, AND FINANCIAL INFORMATION 

General 

The City of San Mateo (the "City") is located on the San Francisco Peninsula, approximately 20 miles 
south of San Francisco and 30 miles north of San Jose. The City is at the northern end of the electronics research and 
manufacturing area known as Silicon Valley. San Mateo has long been recognized as a prime residential community 
conveniently located mid-way between major areas of employment to the north and the south. The City's strategic 
location at the crossroads of major freeways (Interstate 280, US. 101 and State Route 92) and its proximity to San 
Francisco International Airport (8 miles north) have contributed to its reputation as a desirable residential and 
commercial location on the San Francisco Peninsula. 

The City, as the second most populous city in San Mateo County (the "County"), occupies 14.6 square 
miles. The City's population was 95,510 as of June 2007 according to the State Department of Finance. A portion of 
the northeastern boundary of the City fronts on San Francisco Bay and the Pacific Ocean is about 12 miles west of 
the City. 

The County embraces the major portion of the San Francisco Peninsula. The County occupies 454 square 
miles with approximately 25 miles of San Francisco Bay frontage and 55 miles of Pacific Ocean coastline. 

Municipal Services 

The information below is from the City and is current as of as of June 30, 2006. 

Police and Fire. The City has 264.86 full-time equivalent ("FIE") public safety employees, which is more 
than one-third of the City total of 679.12 FTEs in all categories. The Police Department every day receives an 
estimated average of 330 police telephone calls, 150 police service calls, 70 Emergency 9-1-1 calls and 5,000 radio 
messages. Six fire stations are strategically located throughout the City which house six engine companies, two 
aerial truck companies and two reserve engines. All first-line apparatus is diesel powered and equipped with the 
latest firefighting equipment. 

Parks and Recreation. The City's Park and Recreation Department offers a varied, year-round recreation 
program to all ages. The City has six community centers and two swim centers. The King Center, with a swimming 
pool and indoor gymnasium, is one of the largest recreation centers in the County. 

The City has 30 developed parks and playgrounds totaling 200 acres; three open space areas; an 18-hole 
municipal golf course with clubhouse facilities; a marina lagoon with two beaches and small craft launching 
facilities; tennis courts; baseball diamonds and two public swimming pools. 

Library. The City has recently completed a new main library and renovated its two branch libraries, funded 
in part from $35 million of general obligation bonds authorized by the City's electorate in 1999. In addition, the 
Peninsula Library System makes library services available to all library users of the seven municipal libraries, the 
County's 11 libraries and the three campuses of the San Mateo Community College District through a shared 
network and database access to over 2.5 million volumes and delivery service. 

Population 

The following table shows the City's population every ten years from 1960 to 2000, and as of January 
2007. 
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Employment and Industry 

TABLEA-1 
CITY OF SAN MATEO 

Population 

Year City of % 

(January 1) San Mateo Increase 
1960 69,870 
1970 78,991 131% 
1980 77,561 -18% 
1990 85,486 10.2% 
2000 92,482 8.2% 
2006 94,315 20% 
2007 95,510 3.3% 

Source: City of San Mateo, State Department of 
Finance. 

The City is a major administrative headquarters and financial center for private enterprise on the San 
Francisco Peninsula, as well as being conveniently located for residents who commute north to San Francisco, east 
to the East Bay or south to the area known as "Silicon Valley" in southern San Mateo County and Santa Clara 
County, all major employment centers for individuals residing on the San Francisco Peninsula. 

Employment 

The following table presents annual labor force and employment data for the City for the years 2002 
through 2006. 

Retail Sales 

TABLEA-2 
CITY OF SAN MATEO 

Unemployment Rate 
2002 through 2006 

Rate of 

Year Unem2loyment 

2002 50% 

2003 5.1% 

2004 5.1% 

2005 4.2% 

2006 3.4% 

Source: City of San Mateo. 

The table below provides a detailed summary of transactions subject to sales and use tax by type of 
business for the City for the years 2001 through 2005. 
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TABLEA-3 
CITY OF SAN MATEO 

Detail of Taxable Transactions 2001-2005 
($ in 000) 

2001 2002 2003 2004 2005 

Type of Business 

Apparel Stores $106,173 $100,126 $101,195 $106,014 $115,202 

General Merchandise Stores 290,967 273,069 270,524 275,493 278,143 

Food Stores 66,500 64,708 67,812 66,134 67,673 

Eating and Drinking Places 145,339 136,937 143,406 157,019 166,439 

Home Furnishings and Appliances 115,871 107,024 101,649 101,981 103,054 

Bldg. Materials & Farm Implements 98,735 97,973 95,766 111,292 101,610 

Auto Dealers & Auto Supplies 122,810 111,093 110,227 122,923 127,743 

Service Stations 87,456 76,907 92,255 98,022 107,434 

Other Retail Stores 273 416 236 814 234,262 217753 219 624 

Retail Stores Total 1,307,267 1,204,651 1,217,096 1,256,631 1,286,922 

All Other Outlets 260 373 230 373 207 453 187 955 189 506 

Total All Outlets $1,567,640 $1,435,024 $1,424,549 $1,444,586 $1,476,428 

Number Retail Store Permits 1,456 1,513 1,651 1,719 1,742 

Number Permits All Outlets 3,630 3,626 3,726 3,701 3,651 

Assessed Valuation, Property Tax Levies and Collections 

The table below sets forth a ten-year history of the City's assessed valuation. Real and personal property 
categories include both secured and unsecured property. Total assessed value has grown by an average annual rate 
of approximately 8% over this ten-year period. 
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TABLEA-4 
CITY OF SAN MATEO 

Assessed Valuations of Real and Personal Property 
($ in 000) 

Real Personal Net Total Percent 

Fiscal Year Property Property Exemptions Assessed Value Increase 

1998-99 7,750,874 459,783 397,807 7,887,976 9.9% 

1999-00 8,424,599 506,524 335,752 8,595,371 90% 

2000-01 9,184,776 489,892 305,634 9,369,034 90% 

2001-02 10,312,505 564,521 323,302 10,553,724 12.6% 

2002-03 11,008,836 620,819 350,129 11,279,526 6.9% 

2003-04 11,568,477 478,198 371,420 11,675,255 3.5% 

2004-05 12,344,962 440,918 411,532 12,374,348 60% 

2005-06 13,193,778 396,334 422,313 13,167,799 6.4% 

2006-07 14,441,105 366,071 494,189 14,312,987 8.7% 

2007-08 15,627,186 317,188 447,993 15,496,381 8.3% 

Source: City of San Mateo. 

The next table shows total property tax levies and collections for the ten year period through 2005-06. Data 
in this table includes the basic and supplemental City property taxes and subventions, debt service tax and 
Redevelopment Agency tax increment allocations, ERAF refunds, and property tax in-lieu of motor vehicle fees. 
San Mateo County assesses properties and it bills, collects and distributes property taxes to all taxing entities, 
including the City. Under State law, known as the Teeter Plan, the County remits the entire amount levied and 
handles all delinquencies, retaining interest and penalties. Collections exceed the original tax levied because of 
supplemental taxes and State subventions collected during the fiscal year. 

TABLEA-5 
CITY OF SAN MATEO 

Property Tax Levies and Collections: FY1996-97 through FY2005-06 

Fiscal Tax Total Tax Percentage 
Year Levy Collections of Levy 

1996-97 $15,173,000 $15,467,000 102% 

1997-98 16,060,000 16,261,000 101% 

1998-99 17,603,000 18,132,000 103% 

1999-00 19,180,000 20,451,000 107% 

2000-01 22,631,000 23,387,000 103% 

2001-02 26,464,000 28,740,000 109% 

2002-03 28,180,000 28,484,000 101% 

2003-04 29,032,000 29,363,000 101% 

2004-05 33,831,000 34,355,000 101% 

2005-06 40,267,000 40,871,000 101% 

Source: City of San Mateo. 
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Largest Assessees 

A table of the ten largest assessees in the City as of June 30, 2007, is set forth below, by order of assessed 
valuation. 

Taxpayer 

Franklin Templeton Corporate 

Bohannon Development Co 

Jefferson at Bay Meadows LP 

Sobrato Interest III 

DW Bridgepointe LLC 

Peninsula Office Park 

Bay Meadows Main Track Investors 

Atrium Plaza LLC Lessee 

Bay Meadows Park Place Inv LLC 

Crossroads Assoc. Et. Al Lessee 

Total 

Source: City of San Mateo. 

Utilities 

TABLEA-6 
CITY OF SAN MATEO 

Largest Assessees of June 30, 2007 
($000s) 

Assessed Value 

$ 188,324 

152,293 

132,986 

99,013 

88,000 

85,380 

84,786 

80,450 

78,450 

71,489 

$ 1,061,171 

Percent of Total 

Assessed Value 

1.32% 

106% 

0.93% 

0.69% 

0.61% 

0.60% 

0.59% 

0.56% 

0.55% 

0.50% 

7.41% 

Gas and electricity are furnished by the Pacific Gas and Electric Company. Water is distributed through the 
facilities of the California Water Service Company. 

Education 

The City is served by two school districts and one community college district With nearly 10,000 students, 
the San Mateo-Foster City School District operates all but one of its 21 schools in San Mateo. The San Mateo Union 
High School District has approximately 8,200 students, and three of its seven high schools are located in San Mateo. 
The San Mateo County Community College District has approximately 40,000 day and evening students and serves 
nearly all of the County with three accredited modern campuses. The three schools are the College of San Mateo, 
Canada College and Skyline College. 

More than twenty nearby accredited colleges include Stanford University, College of Notre Dame, 
University of California at Berkeley, University of Santa Clara, University of San Francisco and California State 
Universities at San Jose and San Francisco. 

Transportation 

The City is traversed by three major, north-south routes: US. 101 (Bayshore Freeway) and Interstate 280 
which provide freeway transportation through the San Francisco Peninsula, and State Route 82 (El Camino Real) 
which also passes through the San Francisco Peninsula. The City is also the western terminus of the nearly 7-mile 
long, 4-lane, high-level San Mateo-Hayward Bridge which connects the City with Alameda County and the east bay 
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region of the Greater San Francisco Bay Area. State Route 92 connects the San Mateo-Hayward Bridge with 
Interstate 280 and US. IO I. 

The San Francisco International Airport is only 8 freeway miles from the City. Non-stop and direct service 
to major U.S. and international cities is available from San Francisco International. 

Commuter service is available via either the San J\Aateo County Transit System or Cal Train. The latter has a 
main line traversing the City, which connects San Francisco with San Jose. 

Recent Financial Performance 

Tables A-7 through A-9 summarize certain financial data of the City and have been prepared from the 
City's audited financial statements. Reference is made to APPENDIX C- "AUDITED FINANCIAL 
STATEMENTS OF THE CITY FOR FISCAL YEAR ENDED JUNE 30, 2006." 
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FUND 

A. General Funds (Discretionary) 

10 GeneraJC'l 

18 Recreation 

TABLE A-7 
CITY OF SAN MATEO 

City Budget: Summary by Fund 

ACTUAL 

2005-06 

BUDGET 

2006-07 

(As amended) 

EST™ATED 
ACTUAL 

2006-07 

ADOPTED 

2007-08 

(As amended) 

$60,850,486 

6,122,284 

$68,814,023 $67,521,835 $72,968,261 

6,674,821 6,625,171 6,945,211 

Subtotal A: General Funds $66,972,770 $75,488,844 $74,147,006 $79,913,472 --~~----~~----~-~---~-~--
& Debt Service Funds (Non-
discretionary) 

41 Landfill Bonds 

48 G.O. Bonds 

56 2% Hotel Tax (Measure C Bonds) 

Subtotal B: Debt Service 

C. Special Funds 

496,991 

2,896,522 

0 

$3,393,513 

493,802 

2,921,373 

700,000 

$4,115,175 

496,477 

2,901,612 

0 

$3,398,089 

493,165 

2,932,445 

926,000 

4,351,610 

20 Police Grants 420,019 312,594 313,005 153,951 

21 Solid Waste 782,509 976,060 803,945 1,041,792 

22 HO.ME. 253,437 1,515,795 1,377,974 589,169 

23 Block Grant 783,942 783,330 744,152 800,220 

24 Fire Prevention 1,469,686 1,774,725 1,575,743 1,869,711 

25 Advance Planning 308,420 312,183 296,235 329,887 

26 Construction services 3,028,143 3,862,159 3,499,910 4,458,677 

28 Parking District 1,638,370 1,736,110 1,608,141 1,757,919 

30 Housing-City 248,598 270,000 261,116 130,000 

72 Sewer 16,280,226 17,156,860 16,247,888 17,520,633 

79 Golf 2,954,403 2,984,263 2,808,699 3,124,564 

81 Vehicle &Equipment Replacement(') 1,487,502 3,477,175 4,137,545 2,449,254 

82 Fleet Service & Building MaintC2l 2,598,888 2,976,549 3,009,508 2,969,042 

87 Worker's Compensation(') 2,476,587 2,570,958 1,604,584 2,580,229 

88 Liability Insurance(') 1,326,949 1,076,470 186,690 1,081,612 
--~~----~~------~---~-~--

Sub to ta IC: Special Funds $36,057,679 $31,684,079 $29,536,808 $31,776,523 

Total City Operating Budget $106,423,962 $111,288,098 $107,081,903 $116,041,605 
~-~~--~-~~---~~-~--~~-~--

Notes: 
(l) General Fund includes Operating reserve ($SOOK). 
(z)Dollar amounts are not included in totals. They are already counted in other funds' budgets. 
Source: City of San Mateo. 
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TABLE A-8 
CITY OF SAN MATEO 

General Fund Balance Sheet 

Fiscal Year Fiscal Year Fiscal Year 
ASSETS 2004 2005 2006 

Cash and investments $ 11,227,461 $ 12,518,244 $ 14,635,935 
Restricted cash and investments held by fiscal agents 
Accounts receivable 296,660 300,043 312,853 
Interest receivable 435,608 695,556 1,251,892 
Taxes receivable 4,200,464 4,353,272 3,846,314 
Due from other funds 84,635 161,421 247,681 
Prepaids and supplies 80,765 316,565 346,683 

Total assets $ 16,325,593 $ 18,345,101 $ 20,641,358 

LIABILITIES AND FUND BALANCES 

Liabilities: 
Accounts payable $ 914,708 $ 1,037,367 $ 1,393,038 
Accrued salaries and wages payable 1,477,437 1,407,453 1,734,712 
Deposits payable 3,928,034 4,118,500 4,632,146 
Deferred revenue 739,380 1,426,519 723,499 

Total liabilities 7,059,559 7,989,839 8,483,395 

Fund Balances: 

Reserved: 563,082 
Encumbrances 850,286 757,297 
Petty cash 30,800 28,600 
Prepaids and supplies 80,765 59,594 

Umeserved, designated: 
Future emergencies 4,000,000 4,000,000 
Subsequent year's expenditures 1,600,000 
Compensation - employee variable pay 352,092 
Future years' expenditures 3,159,771 
Service stability 2,000,000 2,350,000 
General Fund 11,570,000 

Umeserved, undesignated, reported in: 
General fund 352,091 
Capital projects 24,881 

Total fund balances 9,266,034 10,355,262 12,157,963 

Total liabilities and fund balances $ 16,325,593 $ 18,345,101 $ 20,641,358 

See APPENDIX C -"AUDITED FINANCIAL STATEMENTS OF THE CITY FOR THE FISCAL 
YEAR ENDED JUNE 30, 2006. 
Source: City of San Mateo. 
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TABLEA-9 
CITY OF SAN MATEO 

General Fund Revenue and Expenditures by Source and Use 

Fiscal Year 2004 Fiscal Year 2005 Fiscal Year 2006 

REVENUES: 
Property taxes $ 18,201,077 $ 20,694,520 $ 27,034,392 
Sales taxes 15,360,076 15,216,331 16,141,282 
Other taxes 12,550,508 13,237,790 15,149,365 
Licenses, building and other permits 1,792,175 1,924,648 2,167,952 
Fines, forfeitures and penalties 1,237,079 1,599,599 2,097,422 
Intergovernmental 4,578,842 4,581,582 2,550,872 
Charges for services 4,926,526 5,019,196 5,236,515 
Investment income 197,398 645,247 1,289,043 
Other revenues 2,282,868 1,939,197 1,678,628 

Total revenues 61,126,549 64,858,110 73,345,471 

EXPENDITURES: 
Current: 

General government 
City Council 299,164 319,891 336,172 
City Manager 774,804 823,607 903,015 
City Clerk 340,154 384,993 424,546 
City Attorney 632,257 726,487 776,252 
Business services 2,046,146 2,195,298 2,178,248 
Information technology 2,177,734 2,370,047 2,624,373 
Human resources 956,835 1,045,955 1,283,975 

Community development 516,654 684,627 795,517 
Public safety 

Police 20,040,827 21,986,971 23,586,434 
Fire 13,025,833 13,584,044 14,633,777 

Public works 3,385,719 3,340,780 3,768,514 
Parks and recreation 9,454,803 9,422,904 10,282,039 
Library 4,169,051 4,428,132 4,679,854 
Non-departmental 809,051 700,146 700,054 

Debt service: 
Principal 
Interest and fiscal charges 

Total expenditures 58,629,032 62,013,882 66,972,770 
REVENUESOVER(UNDER)EXPENDITURES 2,497,517 2,844,228 6,372,701 

OTHER FINANCING SOURCES (USES): 
Transfers in 2,515,000 1,515,000 1,515,000 
Transfers out (4,930,000) (3,270,000) (6,085,000) 

Total other financing sources (uses) (2,415,000) (1,755,000) (4,570,000) 
Net change in fund balances 82,517 1,089,228 1,802,701 

FUND BALANCES: 
Beginning of year 9,183,517 9,266,034 10,355,262 
End of year $ 9,266,034 $ 10,355,262 $ 12,157,963 

See APPENDIX C -"AUDITED FINANCIAL STATEMENTS OF THE CITY FOR THE FISCAL YEAR 
ENDED JUNE 30, 2006." 

Source: City of San Mateo. 
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Direct and Overlapping Debt 

Contained within the City are overlapping local agencies providing public services which have issued 
general obligation bond and other types of indebtedness. Direct and overlapping bonded indebtedness is shown in 
the following table compiled by California Municipal Statistics, Inc. The City has not independently verified the 
information in the table and makes no representations as to completeness or accuracy. 

TABLEA-10 
CITY OF SAN MATEO 

Statement of Direct and Overlapping Debt as of June 30, 2007 

2006-07 Assessed Valuation: 
Redevelopment Incremental Valuation: 
Adjusted Assessed Valuation: 

$14,436,380,584 
1 107 084 169 

$13,329,296,415 

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT 
San Mateo Community College District 
San Mateo Union High School District 
Sequoia Union High School District 
Hillsborough School District 
San Mateo-Foster City School District 
Belmont-Redwood Shores School District 
City of San Mateo 
Estero Municipal Improvement District 

TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT 

DIRECT AND OVERLAPPING GENERAL FUND DEBT 
San Mateo County Certificates of Participation 
San Mateo County Board of Education Certificates of Participation 
San Mateo Union High School District Certificates of Participation 
Belmont School District Certificates of Participation 
City of San Mateo General Fund Obligations 
San Mateo County Mosquito Abatement District Certificates of Participation 

TOTAL DIRECT AND OVERLAPPING GENERAL FUND DEBT 

COMBINED TOTAL DEBT 

% Applicable (I) 
11.913% 
33.157 

0.870 
0.0003 

72.877 
4.908 

100. 
0.002 

11.913% 
11.913 
33.157 

4.908 
100. 

16.595 

(I) Percentage of overlapping agency's assessed valuation located within boundaries of the city. 
(2) Excludes refunding golf revenue bonds to be sold. 

City's Share of 
Debt 6/30/07 
$ 78,967,107 

41,796,040 
1,725,558 

118 
71,511,096 

544,543 
35,090,000 

18 
$229,634,480 

$47,886,069 
1,629,698 

24,707,348 
289,817 

34,495,000 (2) 
172 588 

$109,180,520 

$338,815,000 (3) 

(3) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax allocation bonds and 
non-bonded capital lease obligations. 

Ratios to 2006-07 Assessed Valuation: 
Direct Debt ($35,090,000) ................................................... 0.24% 
Total Direct and Overlapping Tax and Assessment Debt... ... 1.59% 

Ratios to Adjusted Assessed Valuation: 
Combined Direct Debt ($69,585,000) ................................ 0.52 % 
Combined Total Debt ............................................................ 2.54% 

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/07 $0 

Source: California Municipal Statistics, Inc. 
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Outstanding Underlying Credit Ratings 

The City's underlying ratings issued by Moody's Investor's Service ("Moody's") and Standard & Poor's 
Ratings Services, a division of the McGraw-Hill Companies, Inc. ("S&P") are shown below. Some bond issues are 
insured and so also carry the Aaa/ AAA ratings of the applicable bond insurer. The ratings issued reflect only the 
view of such rating agencies, and any explanation of the significance of such ratings should be obtained from such 
rating agencies. There is no assurance that such ratings will be retained for any given period of time or that the same 
will not be revised downward or withdrawn entirely, if, in the judgment of such rating agencies, circumstances so 
warrant. The Agency undertakes no responsibility to oppose any such revision or withdrawal. The abbreviation 
"RDA" refers to the City of Redevelopment Agency of the City of San Mateo and the abbreviation "JPFA" refers to 
the City of San Mateo Joint Powers Financing Authority, a special purpose financing entity created by the City and 
the Agency to facilitate the financing of capital projects. 

Moody's 
Baal 
Al 
A2 
Al 
Aa2 

S&P 
A
AA
A 
AA
AA 

Outstanding Indebtedness 

Type of Debt 
RDA: Tax allocation bonds 
City: 
JPFA: 
JPFA: 
City: 

Sewer revenue bonds 
General fund revenue bonds for golf course project 
General fund revenue bonds for landfill closure project 
General obligation bonds 

The City's outstanding debt as of June 30, 2007 is shown in detail in the table below. At the bottom of the 
table is a percentage allocation of the City's outstanding debt in three categories: fully self-supporting revenue 
bonds, general fund lease revenue bonds and general obligation bonds. 
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TABLEA-11 
CITY OF SAN MATEO 

Summary of Outstanding Indebtedness as of June 30, 2007 

Amount 
Issued 

$11,240,000 
46,135,000 
38,665,000 
11195000 

Outstanding 
as of 6/30/07 
$ 1,920,000 

46,135,000 
38,777,407 
10 715 000 

$103,670,000 $97,547,407 

$8,095,000 
11,305,000 
13,555,000 
16 300 000 

$49,255,000 

$17,400,000 

$10,400,000 
7 900 000 

$4,270,000 
11,305,000 
10,340,000 
15 363 340 

41,278,340 

$17,400,000 

9,380,416 
7 635 000 

$35,700,000 $34,415,416 

$12,000,000 
23,000,000 

2 845 000 

$11,040,000 
22,095,000 

1 955 000 
$37,845,000 $35,090,000 

$138,825,747 

34,415,416 
35 090 000 

$208,331,163 
Source: City of San Mateo 

Date 
Issued 

11/05/97 

Final 
Maturity 
08/01/08 

Description 

05/01/07 08/01/25 
06/01/05 08/01/32 
06/30/05 08/01/27 

RDA: Tax Allocation Refunding Bonds, 1997 Series B (Taxable) 
RDA: Tax Allocation Refunding Bonds, 2007 Series A 
RDA: Tax Allocation Bonds, 2005 Series A 
RDA: Housing Tax Allocation Bonds, 2005 Series A (Taxable) 
RDA: Tax allocation bonds secured solely by tax increment 
revenue 

04/15/96 08/01/14 City: Sewer Revenue Refunding Bonds, Series 1996A 
12/02/98 08/01/28 City: Sewer Revenue Bonds, Series 1998A 
12/02/98 08/01/17 City: Sewer Revenue Refunding Bonds, Series 1998B 
12/03/03 08/01/28 City: Sewer Revenue Bonds, Series 2003 

City: Sewer revenue bonds secured solely by sewer enterprise 
revenues 

04/16/07 04/01/39 JPFA: Variable Rate Lease Revenue Bonds, Series 2007A (Public 
Safety Project) 

06/30/99 08/01/29 JPFA: Revenue Bonds, Series 1999 (Golf Course Project) 
11/13/03 08/01/34 JPF A: Revenue Bonds, Series 2003 (Landfill Closure Project) 

JPF A: Revenue bonds secured by enterprise or special fund 
revenues or dedicated taxes with City general fund lease 
overlay 

06/28/00 08/01/30 City: G.O. Bonds, Series 2000 (Library Improvement Project) 
06/03/04 08/01/30 City: G.O. Bonds, Series 2004A (Library Improvement Project) 

City: G.O. Refunding Bonds, Series 2004B (Sr.Ctr. & Park 
06/03/04 07/01/10 Facilities Proi.) 

67% 

17% 
17% 

100% 

City: G.O. bonds secured by voter-approved property taxes 

Revenue bonds secured entirely by sources other than the City's general fund 
General fund lease revenue bonds but with dedicated enterprise revenues or 
special taxes paying all debt service 
G.O. bonds voter-approved property tax override paying all debt service 
Total City and Agency debt outstanding as of 6/30/06 
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APPENDIXB 

BOOK-ENTRY SYSTEM 

The following information concerning The Depository Trust Company ("DTC") and DTC's book
entry system has been obtained from sources that the Authority and the Underwriter believe to be reliable, 
but neither the Authority nor the Underwriter take responsibility for the accuracy thereof. Capitalized terms 
used herein and not otherwise defined herein shall have the meanings set forth in this Official Statement and 
in AppendixD - "Summary of Certain Provisions of Principal Legal Documents." 

DIC will act as securities depository for the Bonds. The Bonds will be issued as fully-registered bonds, 
registered in the name of Cede & Co. (DTC's partnership nominee) or such other name as may be requested by an 
authorized representative of DIC. One fully-registered Bond certificate will be issued for each maturity of each 
Series of the Bonds, each in the aggregate principal amount of such maturity, and will be deposited with DIC. 

DIC, the world's largest depository, is a limited-purpose trust company organized under the New York 
Banking Law, a "banking organization" within the meaning of the New York Banking Law, a member of the 
Federal Reserve System, a "clearing corporation" within the meaning of the New York Uniform Commercial Code, 
and a "clearing agency" registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 
1934. DIC holds and provides asset servicing for over 2.2 million issues of US. and non-US. equity, corporate and 
municipal debt issues, and money market instrument from over 100 countries that DTC's participants (the "Direct 
Participants") deposit with DIC. DIC also facilitates the post-trade settlement among Direct Participants of sales 
and other securities transactions in deposited securities through electronic computerized book-entry transfers and 
pledges between Direct Participants' accounts. This eliminates the need for physical movement of securities 
certificates. Direct Participants include both US. and non-US. securities brokers and dealers, banks, trust 
companies, clearing corporations, and certain other organizations. DIC is a wholly-owned subsidiary of The 
Depository Trust and Clearing Corporation ("DTCC"). DTCC, in turn, is owned by a number of Direct Participants 
of DIC and Members of the National Securities Clearing Corporation, Fixed Income Clearing Corporation, and 
Emerging Markets Clearing Corporation (NSCC, FICC and EMCC, also subsidiaries of DTCC), as well as by the 
New York Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of Securities 
Dealers, Inc. Access to the DIC system is also available to others such as both US. and non-US. securities brokers 
and dealers, banks, and trust companies and clearing corporations that clear through or maintain a custodial 
relationship with a Direct Participant, either directly or indirectly ("Indirect Participants"). DIC has a Standard & 
Poor's highest rating: AAA The rules applicable to DIC and its Participants are on file with the Securities and 
Exchange Commission. More information about DIC can be found at www.dtcc.com and www.dtc.org. 

Purchases of the Bonds under the DIC system must be made by or through Direct Participants, which will 
receive a credit for the Bonds on DTC's records. The ownership interest of each actual purchaser of each Bond 
("Beneficial Owner") is in turn to be recorded on the Direct and Indirect Participants' records. Beneficial Owners 
will not receive written confirmation from DIC of their purchase. Beneficial Owners are, however, expected to 
receive written confirmations providing details of the transaction, as well as periodic statements of their holdings, 
from the Direct or Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of 
ownership interests in the Bonds are to be accomplished by entries made on the books of Direct and Indirect 
Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their 
ownership interests in the Bonds, except in the event that use of the book-entry system for the Bonds is 
discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DIC are registered in the 
name of DTC's partnership nominee, Cede & Co., or such other name as may be requested by an authorized 
representative of DIC. The deposit of the Bonds with DIC and their registration in the name of Cede & Co. or such 
other nominee do not effect any change in beneficial ownership. DIC has no knowledge of the actual Beneficial 
Owners of the Bonds; DTC's records reflect only the identity of the Direct Participants to whose accounts such 
securities are credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants will 
remain responsible for keeping account of their holdings on behalf of their customers. 
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Conveyance of notices and other communications by DIC 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 requirements as may be in effect from time to time. 
Beneficial Owners of the Bonds may wish to take certain steps to augment the transmission to them of notices of 
significant events with respect to the Bonds, such as redemptions, tenders, defaults, and proposed amendments to the 
Bond documents. Beneficial Owners of the Bonds may wish to ascertain that the nominee holding the Bonds for 
their benefit has agreed to obtain and transmit notices to Beneficial Owners, in the alternative, Beneficial Owners 
may wish to provide their names and addresses to the Trustee and request that copies of notices be provided directly 
to them. 

Redemption notices shall be sent to DIC. If less than all of the Bonds within a series and maturity are 
being redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct Participant in such 
maturity to be redeemed. 

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

Principal, and interest payments with respect to the Bonds will be made to Cede & Co., or such other 
nominee as may be requested by an authorized representative of DIC. DTC's practice is to credit Direct 
Participants' accounts, upon DTC's receipt of funds and corresponding detail information from the Authority or the 
Trustee on payable date in accordance with their respective holdings shown on DTC's records. Payments by 
Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is the case 
with securities held for the accounts of customers in bearer form or registered in "street name," and will be the 
responsibility of such Participant and not of DIC nor its nominee, the Trustee, or the Authority, subject to any 
statutory or regulatory requirements as may be in effect from time to time. Payment of principal and interest to 
Cede & Co. (or such other nominee as may be requested by an authorized representative of DIC) is the 
responsibility of the Authority or the Trustee, disbursement of such payments to Direct Participants will be the 
responsibility of DIC, and disbursement of such payments to the Beneficial Owners will be responsibility of Direct 
and Indirect Participants. 

A Beneficial Owner shall give notice to elect to have any outstanding Bonds purchased or tendered, 
through its Participant, to the Remarketing Agent, and shall effect delivery of such Bonds by causing the Direct 
Participant to transfer the Participant's interest in the Bonds on DTC's records to the Remarketing Agent. The 
requirement for physical delivery of Bonds in connection with an optional tender or a mandatory purchase will be 
deemed satisfied when the ownership rights in the Bonds are transferred by Direct Participants on DTC's records 
and followed by a book-entry credit of tendered Bonds to the Remarketing Agent's DIC account. 

DIC may discontinue providing its services as securities depository with respect to the Bonds at any time 
by giving reasonable notice to the Authority or the Trustee. Under such circumstances, in the event that a successor 
securities depository is not obtained, the Bond certificates are required to be printed and delivered as described in 
the Trust Agreement. 

The Authority may decide to discontinue use of the system of book-entry transfers through DIC (or a 
successor securities depository). In that event, Bonds will be printed and delivered as described in the Trust 
Agreement. 

The Authority cannot and does not give any assurances that DIC will distribute to Participants, or that 
Participants or others will distribute to the Beneficial Owners, payments of principal of, interest and premium, if 
any, on the Bonds paid or any redemption or other notices 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 Authority nor the Underwriter are responsible or 
liable for the failure of DIC or any Direct Participant or Indirect Participant to make any payments or give any 
notice to a Beneficial Owner with respect to the Bonds or any error or delay related thereto. 
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The City provides a full range of municipal services. These include police and fire protection, public works, 
parks & recreation, library, planning and zoning, building, sewer service, street maintenance, economic 
development, and general administrative services. The City offers thirty parks, six recreation centers, an 18-
hole golf course, and three libraries including a newly constructed main library. California Water Service, a 
private company, provides water to the residents of the City of San Mateo. The San Mateo Performing Arts 
Center hosts productions by numerous local, regional, and international artistic enterprises, including the 
Peninsula Ballet Theatre, the Peninsula Civic Light Opera, and the Peninsula Symphony. San Mateo has 
abundant shopping areas, including two major regional shopping centers, the Hillsdale Shopping Mall and 
Bridgepointe. 

The City operates on a two-year budget cycle (Business Plan). The two-year budget process requires that 
each department submit two one-year expenditure plans and revenue estimates to the City Council for 
approval. ln each alternate year the Department Heads present mid-cycle performance reports to the City 
Manager and City Council to summarize budget status to date and to obtain approval for year-2 funding. 
The Department Heads are responsible for containing expenditures within their budgeted appropriations 
as approved by the City Council. Budgetary control is managed at department level and fund level. The 
City also maintains an encumbrance accounting system as one technique of accomplishing budgetary 
control. Encumbered amounts in the operating budget lapse one year after the end of the fiscal year. The 
City utilizes a five-year plan for capital improvements. The plan serves as a guide for the allocation of 
future resources. However, specific funding in the budget covers one year only. 

The City's management has adopted a set of "organizational principles" which reflect the management 
philosophy. These principles are: service to the community is our purpose; we all work for one 
organization; look at the long term; seek constant improvement; and lead by example. These principles are 
intended to guide management actions throughout the City organization. 

The goals of City management are to see that necessary and desired services are provided in an efficient 
and effective manner, and that planning and improvement take place to provide for the community's 
future. 

Local Economy 

San Mateo is the premier city on the mid-Peninsula, located between San Francisco and San Jose. lt benefits 
from a strong and diverse economic base. lt features a diverse mix of economic components, with 
established financial institutions such as Franklin Templeton and leading edge information technology 
companies such as Serena Software, Keynote Systems, and Netsuite. Also, San Mateo continues to be an 
innovation center for exciting new businesses such as YouTube (to be acquired by Google lnc.) and a strong 
base for national, regional, and independent retailers. 

As in the previous year, overall economic growth in San Mateo continues to reflect a broader recovery from 
the economic contraction that followed the dot-com decline and September 11, 2001. The most recent data 
indicates that local sales tax revenue continues to grow at a slow yet gradual pace, led by in the general 
retail category. Retail accounts for nearly half of San Mateo's annual sales tax generation. Additionally, 
transportation and food product businesses have continued to grow steadily, with three-year highs in each 
category. 

Employment in San Mateo, with a total of approximately 50,000 jobs, is concentrated in three sectors: 
professional and financial services; health, educational and recreational services; and retail. According to 
Association of Bay Area Governments (ABAG) projections, future job growth will occur primarily in the 
first two of these sectors, led by a 15% increase in professional and financial services jobs between 2000 and 
2015. Unemployment in San Mateo is approximately 3.4%, which is below both the California (4.9%) and 
national (4.6%) unemployment levels. 

The real estate market continues to be strong, despite showing recent signs of cooling off. The median 
home value in the City is still in excess of $700,000. 

The total 2006 assessed value for all property in the City of San Mateo is approximately $14 billion, 
reflecting an 8.6% increase from the previous year. 

Most economic indicators show a gradual and steady increase in the overall economic vitality in San Mateo. 

Long-term Financial Planning 

The City monitors the revenues and expenditures on a regular basis to ensure that the ongoing 
expenditures remain within ongoing revenues. We also maintain a multi-year financial projection model 
that helps us stay financially sound beyond the current year. 

We maintain an emergency reserve of $7.3M, an increase of $3.3M from the prior year, as a last resort 
source and a service stability reserve of $2.35M to cope with unexpected revenue shortfalls. 

ln addition, the City maintains adequate reserves for estimated cost of workers compensation and liability 
claims to the extent that we are self-insured for such claims. The City also annually budgets and sets aside 
adequate funds in a sinking fund for future replacement of vehicles and equipment. 

Major Initiatives 

The Bay Meadows Phase ll development plan for the 83-acre site would build a significant number of 
residential, office, and commercial units in the "rail corridor". The build out is expected to take 15 to 20 
years and is projected to have a significant positive impact on the City's General Fund in future years. 

The City has acquired a site for the new 43,000 square foot Police Station and plans are underway for 
construction to begin in 2007. The estimated project costs is $53M, with funding from, Measure C 2% hotel 
tax and bonds, Redevelopment Agency, sale of existing site, and General Fund allocations. 

The new 90,000 square-foot Main Library was successfully completed and opened in August 2006. 

Accounting System and Internal Controls 

Note 1 in the Basic Financial Statements provides a detailed explanation of the significant accounting 
policies. ln developing and evaluating the City's accounting system, consideration is given to the adequacy 
of controls. Internal accounting controls are designed to provide reasonable assurance regarding: 
safeguarding of assets against loss, accuracy and reliability of accounting data, and adherence to prescribed 
policies. The concept of reasonable assurance recognizes that the cost of a control should not exceed 
benefits likely to be derived and that the evaluation of costs and benefits require estimates and judgments 
by management. 

Awards and Acknowledgments 

Certificates of Achievement. The Government Finance Officers Association of the United States and 
Canada (GFOA) has awarded the Certificate of Achievement for Excellence in Financial Reporting to the 
City for its Comprehensive Annual Financial Report (CAFR) for the past 16 years. 



The California Municipal Finance Officers Association (CS.MFO) has also awarded the Certificate for 
Outstanding Financial Reporting to the City for its CAFR for the past 17 years. 
To be awarded a Certificate of Achievement, a governmental unit must publish an easily readable and 
efficiently organized CAFR, whose contents conform to program standards. Such reports must satisfy both 
generally accepted accounting principles and applicable legal requirements. 

We believe our current report continues to conform to both Certificate requirements, and we are submitting 
it to GFOA and CSMFO to determine its eligibility for the awards. 

Acknowledgements. The preparation of the comprehensive annual financial report on a timely basis was 
made possible by the dedicated service of the entire staff of the Finance Department and our auditors from 
Caporicci & Larson. Each member of the department and the audit team has our sincere appreciation for 
the contributions made in the preparation of this report. 

ln dosing, the staff wishes to express deep appreciation to the City Council for their leadership and their 
support and especially for their responsiveness to the financial concerns of the City. 
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Finance Director 

City of San Mateo 
San Mateo, California 
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INDEPENDENT AlJDffORSr REPORT 

Tn ltw Hm10rnhk, Mayor anJ Mnnbrns of t1w Ci!y Cuunclf 
of th.11 Cilv u{ S.n Matv(! 

S.1n Mateo, C:U.l;fo,nii 

\V+: have audit(id the <Kn1mpanying hmu«·ral statemenl,;, r,f t1w, i:;ovr:rn~ntal adivil.ie,,;, the busmess
type activities, €in:h major hmd, and the aggrngilte r.mainlng h,md infurmatfon ot the City of S.111 

l'lcfateti, C1lifomia (City), m> of nrid for th(' year ('t1,kd June 30, }006, whkh ,:ollvctivdy (:t,mtprts(' th~• 
CHv"s bask fbmndal s!a!('tw•nb as JL4tt>J in Hw rublP t,( nmlM1t11. "f1w,;r fm,mcrnJ staicmcnts .ire the 
tHfX)iuih.i.lity of the City's 1tutMge1nenL Our responsibility is to e:xp1<:ess an opinion on these financial 
•t:at~mcnta ba,~d on 01tr audit. 

We nm<lm ted our audil m accnrdJ:mce wilh e;timmi111\y iK11ciptrd uuditmg hl.:mdMds in tl10 United Sh1(cs 
and the stimdMds applirnble to financial ,10Jilt11 rnnlairn1d in Gorcrmnenf A"dit:ins Strmdards, iaoied by 
the Comptroller G'-'flK'ral <Jt fu(' Linittd St.:it-cs. Tho~1c st,1ndaxds res.11.tit(' that we pfoo and perl(inn tl:l<:' 
audit to obtain n•H:sonahl,i a'isurnnc(' a!;,out wlwtlwr tfw fin11ndaJ e;tatemniffi an• fr(!t' 0£ mak:riu1 
roisstalf'!ll(C'nt An audit lndudH w:uirnming, tx1 a test h1!HS, evtdttm'e ,u111~f)rllni:; th(~ a1n0unts und 
disclosures in the financial statements, A1t audit also lndudes 1\#tjjljjling tl,it accounting ptitlCiplitjjl used 
and significant estimates made by management, as wdl as ~valuat±u,; the ovNall bMlc firumd,al 
statPm!'llt pn~mtation lN,:,, h,iliPVl' that our nm.lit pnvvidf':S a n'n!:ionnblc batllli,1 for our opinion<J. 

In our opinion, !he basic financial slal.ements H:ferred lo aboVB prt1~•mt fairly, in ail maltirial respects, 
the respecth'e financial position 01 the gDvemm•ntd activitie1, th~ buti.r'.r~P.trpie activities, eadi major 
fond, and th,.: ap$r.~gi;ih.• r,.-m;;1ininll f1;1ml ltlkrt·nt,il;km of the City as of htnt )0, 20,ltl, ,md thr r•'"F-'ctivt• 
dumi:;v:'. in finam:i.il pos1tion anJ rnsh flow:'., whi>n' •pplk111ble, thereof !or tlw yt•ar th,•n ~o,J.,J in 
ro1tform.i.ty with genernllv w:x::epted 11o:ounlit\P, l~linctrlitjjl in the Unih::d Surtes. 

A'-i dPsr--rihPJ in Note 1 to tht> tmc1k finandal '-itatf'ml•ntci, tlw City adopted Statem('nt nf tlw 
C'"'1vemmental Acrountlnt:, Sbmdurds Board No. 42. ,1rrn411lliHg and fimmci11l Rtpiirliugfiw fJUf)Qifmt.l'lt of 
Ca;1it11l As&.-ts and lnsunmcc Reo:roerics, No, ,14 , fronomic Com;liti1m Rrpo,li11g: TI1r Slrdi~lici:I Sci:tim1 (!111 
amr'11dt1t('11f (~ NC0A Staltir:«>nf 11, No 46, Net i~Ssds 1\<'Mm:kJ by l:11.ibf/1,g Legi$J!lfion, and Ni;,. 47, 
i\cC(ltJ1ftiilg,Jor Twt,foithM Re11efils. 

In accordance with Gc,i;rn11•t'!'ft Awdit111t Strmdanis, we have also issued our rll!-pmt dated S,rp'tcmbcr 14, 
2006 on om conC<ideration of th{' City'~ intL'fnu.l rnntroi over finuncfal n>portini and on our k!:!tft of it;, 
( omp!imm' wi!h cniam pmvi>Jions of faws, n•gulation;,, contr.id'-i, and i:;-rtmts. Thal rt>pmt is un 
inlegral part of an au<lil pnforrn.~d in a:ffnrdarKV wJih (;orcnHnt:nf Audil!fl,g Stunrf.1.mls w:nd ~hoold b€ 
read in rnnjwKtion with thit report in considering the results o( our audit. 
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To the Honorable Mayor and Members of the CityComicil 
of th(' City of &-On Mat<.'O 

San Mateo, California 
Page2 

The accompanymg R04uu0d Suppk'rm•ntary lnformahonr such as manageml'nt's discussion and 
-analysis, budgetary comparison information and other informalion as lisled m the table of cuntenls, is 
not a requirnd part of the basic financial statements but i• •upplenllflnl,uy information required hy lhe 
Govcmn:wntil! Acco1;1;ru:fn~ ~t,;1ndanls Bo,,r,;l Wi; have appliitd cutaitt limited procedures, whid1 
n.)ns!Sll•d princij)illly of mqulrcs of rrmnagem('tlt n:g.;m:;linr, the mdfoXfa tJf m('<lSQr>;ro('t1t .inU 
presentation of the Required Suppl€1Uenta1y lnfr,r1t11:ttto11s However, wv diJ not audit llv: mfnrmahon 
and express no opinion on it. 

Our -audit wa'i mnductP<l for fur pl.lrpm,l' of forming opinionrJ im lh,• finanria[ sfatt•m,•nt<. that 
colleclivdy compris.J the City's b.w.ic lina.ndat 6lalillmttnbt Tite •ccomptanyine ,upplt':~ntuy 
inforn:wtion is preS1.':110Cd for purims(' of additi<ff411 analysis and is not a Nqulniid part of the b•ic 
financial slafl•mtmls, 11,e supplerrwnta:ry mformation has bPen '°~~'(:h;•d. tii th1: ,iuditing p(cu:e-iJ1;1;r1:1 
applied in Ule audit of lhe basic fina1tcial state111enlH and, i1t oat (,pi1lic);I\, 1s fairly stated tn all mat.ma1 
re~pcctl: in relation to the basic fina:ncial statements taken u • whole. The introductory and statistical 
111:,dlon"! haw not h(,,,n flD~l'l:'tl•d to the auditing pron:durt'S applied in the audit of the bask fina:ncial 
•laltttn.1nl" an<l, acrmdingly, Wt': ~•p1•f:"" n:1 opininn on flwm. 

Oakland, California 
September 14, 2006 
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Management's Discussion and Analysis 

As management of the City of San Mateo, we offer readers of the City's financial statements this narrative 
overview and analysis of the financial activities of the City for the fiscal year ended June 30, 2006. 

We encourage readers to consider the information presented here in conjunction with additional 
information that we have furnished in our letter of transmittal, which can be found on page v. of this report. 

I. Financial Highlights 

The assets of the City of San Mateo exceeded its liabilities at the close of the fiscal year by $433M 
(net assets). Of this amount $301M was invested in capital assets, net of related debt. The 
balance was restricted for capital projects of $64M, debt service and other $22M, and unrestricted 
$46M. This includes all City and Redevelopment Agency assets. 

The City's total net assets increased by $25M; representing $19.SM increase in governmental and 
$5.SM increase in business type activities. 

As of the close of the fiscal year, the City's governmental funds, including the general, special 
revenue, debt service, capital projects, and Redevelopment funds, reported combined ending 
fund balances of $114M, a decrease of $7M in comparison with the prior year. Approximately 
$69M is available for spending at the government's discretion on operating and capital activities 
(of which $12M is in the general fund), and $33M is available for and committed to the capital 
projects (unreserved fund balance) both of which are subject to restrictions relating to the 
various funding sources002E 

At the end of the current fiscal year, unreserved fund balance for the general fund was $11.6M, 
or 17 percent of total general fund expenditures. This amount includes $7.3M emergency reserve 
(increased by $3.3M), $2.35M service stability reserve, and $1.9M designated for subsequent 
year's expenditure. 

The total net long-term debt decreased by $3.78M during the fiscal year. The decrease was 
mainly due to annual payments of bonds including General Obligation, Redevelopment Tax 
Allocation, Sewer Revenue Bonds and Joint Power Financial Authority. 

II. Overview of the Financial Statements 

This discussion and analysis is intended to serve as an introduction to the City of San Mateo's basic 
financial statements. The City of San Mateo's basic financial statements are comprised of three components: 
1) Government-wide Financial Statements, 2) Fund Financial Statements, and 3) Notes to the Financial 
Statements. This report also contains other required supplementary information in addition to the basic 
financial statements themselves. 

Government-Wide Financial Statements. The Government-Wide Financial Statements consist of a 
statement of net assets and a statement of activities and are designed to provide readers with a broad 
overview of the City's finances, in a manner similar to a private-sector business. 

The Statement of Net Assets presents information on all of the City's assets and liabilities, with the 
difference between the two reported as net assets. Over time, increases or decreases in net assets may serve 
as a useful indicator of changes in the City's financial position. 



The Statement of Activities presents information showing how the government's net assets changed during 
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise 
to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are 
reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g., 
loans receivable 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 (governmental activities) from other functions that are 
intended to recover all or a significant portion of their costs through user fees and charges (business-type 
activities). The governmental activities of the City include general government, public safety, public works, 
community and economic development, and parks and recreation and library. The business-type activities 
of the City include a Sewer and Golf operations. 

The Government-wide Financial Statements include not only the City itself but also the Redevelopment 
Agency. Financial information for this component unit is blended with the financial statements of the 
primary government itself. The Redevelopment Agency, although legally separate, functions for all 
practical purposes as a department of the City, and therefore has been included as an integral part of the 
primary government. 

The Government-wide Financial Statements can be found on pages 15-19 of this report. 

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain control over 
resources that have been segregated for specific activities or objectives. The City, like other state and local 
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal 
requirements. All of the funds of the City can be divided into two categories: governmental funds and 
proprietary funds. 

Governmental Funds. Governmental funds are used to account for essentially the same functions reported 
as governmental activities in the Government-wide Financial Statements. However, unlike the 
Government-wide Financial Statements, Governmental Fund Financial Statements focus on near-term 
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 useful in evaluating a government's near-term financing 
requirements. 

Because the focus of governmental funds is narrower than that of the Government-wide Financial 
Statements, it is useful to compare the information presented for governmental funds with similar 
information presented for governmental activities in the government-wide financial statements. By doing 
so, readers may better 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 governmental activities. 

The governmental funds comprise 18 individual funds. Information is presented separately in the 
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and 
changes in fund balances for the general, capital projects, redevelopment capital projects, redevelopment 
special revenue, redevelopment debt service, and city housing, which are considered to be major funds. 
Data from the other 12 governmental funds are combined into a single, aggregated presentation. Individual 
fund data for each of these non-major governmental funds is provided in the form of combining statements 
elsewhere in this report. 

A budgetary comparison statement has been provided for the funds that have an adopted budget to 
demonstrate compliance with this budget. 

The basic Governmental Fund Financial Statements can be found on pages 23-30 this report. 

Proprietary Funds. The City maintains two types of proprietary funds. Enterprise funds are used to report 
the same functions presented as business-type activities in the Government-wide Financial Statements. The 
City uses enterprise funds to account for its Sewer and Golf operations. Internal service funds are an 
accounting device used to accumulate and allocate costs internally among the City's various functions. 

The City uses internal service funds to account for its general liability, fleet and building maintenance, 
vehicle and equipment replacement, workers compensation, dental, and other employee benefits programs. 
Because these services predominantly benefit governmental rather than business-type functions, they have 
been included within governmental activities in the government-wide financial statements. 

Proprietary funds provide the same type of information as the Government-wide Financial Statements, only 
in more detail. The Proprietary Fund Financial Statements provide separate information for the Sewer and 
Golf operations. Conversely internal service funds are combined into a single, aggregated presentation in 
the Proprietary Fund Financial Statements. Individual fund data for the internal service funds is provided 
in the form of combining statements elsewhere in this report. 

The basic Proprietary Fund Financial Statements can be found on pages 31-34 of this report. 

Notes to the Basic 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 statements. The Notes to 
the Basic Financial Statements can be found on pages 35-78 of this report. 

Other information. In addition to the basic financial statements and accompanying notes, this report also 
presents certain required supplementary information concerning the City's progress in funding its 
obligation to provide pension benefits to its employees. Required supplementary information can be found 
on page 79-83 of this report. 

III. Government-Wide Financial Analysis 

Net Assets. As noted earlier, net assets may serve over time as a useful indicator of a government's financial 
position. In the case of the City, total assets exceeded liabilities by $433M at the close of the fiscal year. 

By far the largest portion of the City of San Mateo's net assets (70%) reflect its investment in capital assets 
(e.g., infrastructure, land, buildings, machinery, and equipment), less any outstanding related debt used to 
acquire those assets. The City uses these capital assets to provide services to citizens; consequently, these 
assets are not available for future spending. Although the City of San Mateo's investment in its capital 
assets is reported net of related debt, it should be noted that the resources needed to repay this debt must be 
provided from other sources i.e. future income, since the capital assets themselves cannot be used to 
liquidate these liabilities. 

An additional portion of the City of San Mateo's net assets (25%) represents resources that are subject to 
external restrictions on how they may be used. The remaining balance, (5%), that is unrestricted net assets, 
may be used to meet the government's ongoing obligations to citizens and creditors, subject to the 
applicable restrictions of various funding sources. 



CITY OF SAN MATEO'S NET ASSETS 
(Amounts expressed in millions) 

Current and other assets 

Capital Assets, net of depreciation 

Total assets 

Long-term liabilities outstanding 

Other liabilities 

Total liabilities 

Net assets: 

Invested in capital assets, net of related debt 

Restricted 

Unrestricted 

Total net assets 

$ 

$ 

Coverrunental 
activities Business-Type activities 

2006 

152 $ 

375 

527 

152 

2h 

178 

254 

69 

2h 

349 $ 

20[6 

160 $ 

350 

510 

154 

2h 

180 

203 

120 

330 $ 

2006 20[6 

30 $ 

109 

139 

51 

4 

55 

47 

18 

19 

84 $ 

40 $ 

94 

134 

53 

56 

38 

16 

24 

78 $ 

Total 
2006 20[6 

182 $ 

454 

666 

203 

30 

233 

301 

87 

45 

433 $ 

200 

444 

644 

207 

29 

236 

241 

136 

31 

408 

At the end of the fiscal year 2005-06, the City is able to report positive balances in all three categories of net 
assets, both for the government as a whole, as well as for its separate governmental and business-type 
activities. The net assets increased by $25M during the fiscal year. This increase is the net result of all the 
revenues and expenses and cannot be attributed to any specific items. 

Governmental activities. Governmental activities increased the City's net assets by $19.SM, while the 
business type activities showed an increase in net assets of $5.SM. The charts that follow show the program 
revenues, general revenues, and expenses by function for all City activities, including the Redevelopment 
Agency. 

Revenues by Source - Governmental Activities 

other 
4% 

Motor vehicle 1n lieu 
fees 
2% 

Franchise fees 
2% 

other taxes 
6% 

R'operty Transfer 
,as 
7% 

Charges for 

13% 

Operating grants 
and contributJons 

6% 

capital grants and 
contribut,ons 

13% 

R'operty taxes 
34% 

Expenses by Function - Governmental Activities 
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CITY OF SAN MATEO 
Statement of Changes in Net Assets 

For the Year Ended June 30, 2006 
(Amounts expressed in millions) 
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Charges for services are primarily fees for recreation, building, fire, planning, engineering, sewer, 
and golf services 

Operating and capital grants and contributions include Federal and State grants and other 
governments and private contributions including impact fees. Capital grants and contributions 
increased by $5.7M due to donations for the new main library and to contributions from local 
agencies for the Waste Water Treatment Plant Phase ll project. 

Property taxes include the general, voter-approved debt service, and the redevelopment property 
taxes. Property tax revenue increased by $6.3M due to receipts of a property taxes in lieu of motor 
vehicles and due to increases in assessed values and in ERAF receipts. 

Other taxes include mainly hotel, business, property transfer, and gas taxes. Property transfer tax 
revenue increased by $1.7M due to significant one time transfers. 

General government expenses include City Council, City Clerk, City Manager, City Attorney, 
Human Resources, Finance, and Information Technology departments, and the general liability 
insurance. 

Community Development expenses include planning, building, housing, neighborhood 
improvements, code enforcement, economic development, and the Redevelopment Agency 
(including capital expenditure). Community Development expenses decreased by $5.7M due to 
non-recurring payments paid for County projects in the prior year. 

Public Safety expenses cover Police and Fire services. Increases in Public Safety expenses were due 
to increases in compensation, benefits, and capital expenses. 

Public Works expenses are for engineering, streets, streetlights, and traffic signals operations and 
maintenance. Public Works expenses decreased by $SM due to non-recurring landfill closure 
expenses paid in the prior year. 

Parks and Recreation expenses cover the operations and maintenance of the City parks, community 
centers, and the senior center as well as the recreation services. 

Library expenses are for the operation and maintenance of one main and two branch libraries. 

Business-Type activities. Business-Type activities' net assets increased by $5.4M. The sewer and golf 
enterprise activities are fully supported by fees. Their expenses include indirect costs and in lieu fees of 
$1.SM charged by the general fund for support and general City services. 

Revenues by Source - Business
type Activities 
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IV. Financial Analysis of the Funds 

Governmental Funds. The focus of the governmental funds is to provide information on near-term inflows, 
outflows, and balances of spendable resources. Such information is useful in assessing the City's financing 
requirements. In particular, unreserved fund balance may serve as a useful measure of a government's net 
resources available for spending at the end of the fiscal year. lt should, however, be noted that most of the 
unreserved amounts have been designated by the City Council for specific uses. 

As of the end of the fiscal year, the City's governmental funds, including the general, special revenue, debt 
service, capital projects, and Redevelopment funds, reported combined ending fund balances of $114M, a 
decrease of $7M in comparison with the prior year. Approximately $69M is available for spending at the 
government's discretion on operating and capital activities (of which $12M is in the general fund), and 
$33M is available for and committed to the capital projects (unreserved fund balance) both of which are 
subject to restrictions relating to the various funding sources. 

The remainder of fund balance is reserved to indicate that it is not available for new spending because it has 
already been committed 1) to pay for existing contracts and purchase orders 2) to pay debt service, and 3) 
property held for resale. 

The general fund is the chief operating fund of the City. At the end of the current fiscal year unreserved 
fund balance of the general fund was $11.6M, while total fund balance was $12.2M. As a measure of the 
general fund's liquidity, it may be useful to compare both unreserved fund balance and total fund balance 
to total fund expenditures. Unreserved fund balance represents 17 percent of total general fund 
expenditures, while total fund balance represents 18 percent of that same amount. 

The general fund balance increased by $1.SM during the current fiscal year. 

The Redevelopment fund has a total fund balance of $49.9M, most of which is reserved for capital projects 
and debt service. The net decrease in fund balance during the current year was $7.7M, primarily due to 
expenditures of $11M on capital projects. 

Proprietary Funds. The City of San Mateo proprietary funds provide the same type of information found in 
the government-wide financial statements, but in more detail. 

Unrestricted net assets of the Sewer fund at the end of the year amounted to $19.4M. The golf fund had a 
deficit unrestricted net assets of $0.1. The net assets of the Sewer Fund increased by $5.SM. The Golf Fund's 
net assets decreased by $0.3M. Other factors concerning the finances of these two funds have already been 
addressed in the discussion of the City of San Mateo business-type activities. 

V. General Fund Budgetary Highlights 

The General Fund condition improved during the year. The revenues came in at $73.3M, better than the 
budget by $7.SM. Approximately $5.SM of the variance was due to one time funds in excess of the budget 
received from property transfer tax caused by several large transactions, early repayment of a loan by the 
State (known as VLF backfill loan), and refunds from ERAF ( Educational Revenue Augmentation Fund). 
The additional revenues were used to supplement capital improvement program funding by $3.2M in 2005-
06, additions to reserves of $3.3M, and with the balance carried over into 2006-07 to help fund certain 
limited term programs. 

The expenditures overall came under the budget by $0.6M net. The fiscal year 2005-06 was a tight budget 
year and as a result some departments' expenditures marginally exceeded the budget. This was caused 
primarily by some police programs that had been underfunded in the budget, and the preparation for 
operations of the much larger New Main Library that opened in August 2006. 



The emergency reserve was increased from $4M to $7.3M. This together with the service stability reserve of 
$2.35M bring the General Fund reserves to a total of $9.65M, representing 53 days of expenditure versus 37 
days in the prior year. 

VI. Capital Asset and Debt Administration 

Capital assets. The City of San Mateo's investment in capital assets for its Governmental and Business Type 
activities as of June 30, 2006, amounts to $448M (net of accumulated depreciation). This investment in 
capital assets includes land, buildings, improvements, machinery and equipment, park facilities, roads, 
highways, bridges, sewer and storm systems, and the golf course. The total increase in the City's investment 
in capital assets net of depreciation for the current fiscal year was $38M or 9% (a 7.6% increase for 
governmental activities and a 14.9% increase for business-type activities). 

Major Capital asset activity during the current fiscal year included the following: New Main Library 
$24.9M, Waste Water Treatment Plant Expansion Phase ll $13.2M, Shoreline Park Development Project 
$6.5M, Street Reconstruction & Rehab $4.2M, Storm Sewer Improvements $1.6M, New Police Station $1.4M, 
3rd and 4lh Ave. Streetscape $1.lM, and Marina Lagoon $1.lM. 

Non-depreciable assels: 

wed 

Construction in progress 

Tola] non-depreciableassets 

Depreciable assets (net of depredation) 

Building and improvements 

Treatment plant &transmission lines 

Machinery and equipment 

Infrastructure 

Tola] depreciable assels (net) 

Total capital assets 

City of San Mateo 
Capital Assets 

(Amounts expressed in millions) 

Government activities Business-Type activities 
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Additional information on the City of San Mateo's capital assets can be found in Note 7 on pages 58-60 of 
this report. 

Long-term debt. At the end of the current fiscal year, the City had total bonded debt outstanding of $191M. 
Of this amount, $36M comprises debt backed by the full faith and credit of the City. The remainder of the 
debt represents bonds secured by specified revenue sources; i.e., the Redevelopment Agency tax 
increments, and sewer and golf revenues. 

rn 

General obligation bonds 

Revenue Bonds 

Total 

CITY OF SAN MATEO 
OUTSTANDING DEBT 

General Obligation and Revenue Bonds 
(Including Redevelopment) 

(ln Millions) 

Governmental Activities Business-type Activities 
2006 2005 2006 2005 

$36.21 $37.28 0 0 

103.37 104.89 $52.00 $53.19 

$139.58 $142.17 $52.00 $53.19 

Total 
2006 2005 

36.21 37.28 

155.37 158.08 

$191.58 $195.36 

The City's total debt decreased by $3.78M (2.0%) during the current fiscal year. The decrease was due to 
regular periodic payments of principal 

The City maintained its AA rating from Standard & Poor's Corporation and Aa2 rating from Moody's for 
general obligation debt. The Moody's rating for the Redevelopment Agency is Baa (uninsured). 

State statutes limit the amount of general obligation debt a governmental entity may issue up to 15 percent 
of its total assessed valuation. The current debt limitation for the City is $2 billion and at June 30, 2006 the 
City was only at 1.7% of its legal debt limit. Additional information on the City of San Mateo long-term debt 
can be found in Note 8 on page 61 of this report. 

VII. Economic Factors and Next Year's Budget 

The economy at the national, state, and local levels continue to grow, but at a slow pace. The California 
economy is starting to show strains from the housing slowdown. However, the lack of housing supply in 
San Mateo provides a buffer in home price declines. Additionally, the local economy has steadied from a 
slump in the high tech industry that started in 2000 and continues to grow at a gradual pace. 

The City has a diverse economic base that includes residential, retail, and commercial assets. Due to the 
slow local business climate, the revenue from sales tax is not expected to increase significantly. However, 
the historically stable residential real estate market is expected to contribute to the continued growth in 
property tax revenues and maintain the healthy level of revenue from property transfer tax. 

We have adopted a balanced budget for the 2006-07 fiscal year, taking all the known factors into account. 

VIII. Requests for Information 

This financial report is designed to provide a general overview of the City of San Mateo's finances for all 
those with an interest in the government's finances. Questions concerning any of the information provided 
in this report or requests for additional financial information should be addressed to the Finance Director, 
330 West 20lh Avenue, San Mateo, California, 94403. 

n 
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City of San Mateo 
Statement of Net Assets 

June 30, 2006 

ASSETS 

Current assets 
Cash and investments 
Restricted cash and investments with fiscal agents 
Accounts receivable 
lnterest receivable 
Taxes receivable 
Prepaidsand supplies 
lnterfund balances 
Property held for resale 

Total current assets 

Noncurrent assets 
Deferred charges 
Loans and notes receivable, net 
Capital assets 

Non-depreciable 
Depreciable, net 

Total capital asset 

Total noncurrentassets 

Total assets 

LIABILITIES 

Current liabilities 
Accounts payable 
lnterest payable 
Retentions payable 
Accrued salaries and wages payable 
Deposits payable 
Deferred revenue (unearned) 
Claims and judgments payable - due within one year 
Landfill postdosure cost payable - due within one year 
Vacation and sick leave payable - due within one year 
Bonds payable - due within one year 

Total current liabilities 

Noncurrent liabilities 
Claims and judgments payable - due in more than one year 
Landfill postdosure costs payable - due in more than one year 
Vacation and sick leave payable - due in more than one year 
HELP loan payable 
Bonds payable - due in more than one year, net 

Total noncurrentliabilities 

Total liabilities 

NET ASSETS 

lnvested in capital assets, net of related debt 
Restricted for 

Capital projects 
Debt service 
Special projects 

Total restricted 

Unrestricted 

Total net assets 
See accompanying Notes to Bask Financial Statements 
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Governmental 
Activities 

103,449,727 
33,188,158 

1,438,680 

1,517,892 
4,451,872 

630,932 
147,362 

6,810,498 

151,635,121 

1,097,200 

33,941,419 

101,720,891 

238,344,412 

340,065,303 

375,103,922 

526,739,043 

6,863,955 
2,851,691 

3,928,996 
2,021,258 
4,642,034 

731,884 

1,500,00J 
125,00J 
351,00J 

3,325,00J 

26,340,818 

6,100,00J 

3,625,00J 
4,052,062 
1,200,00J 

136,257,407 

151,234,469 

177,575,287 

253,801,385 

50,972,267 
10,910,970 

6,965,989 

68,849,226 

26,513,145 

349163 756 

Primary Government 
Business-Type 

Activities 

13,773,325 
14,912,475 

1,525,336 

175,900 

.,,,,, 
(147,362) 

30,339,079 

733,567 

33,226,066 

74,364,834 

107,590,900 

108,324,467 

138,663,546 

516,631 
1,060,628 

193,878 
273,410 

39,00J 

1,345,00J 

3,428,547 

501,286 

50,658,756 

51,160,042 

54,588,589 

47,346,978 

13,477,120 
3,306,859 

662,196 

17,446,175 

19,281,804 

84074957 

Total 

117,223,052 
48,100,633 

2,964,016 

1,693,792 
4,451,872 

730,337 

6,810,498 

181,974,200 

1,830,767 

33,941,419 

134,946,957 

312,709,246 

447,656,203 

483,428,389 

665,402,589 

7,380,586 
3,912,319 

3,928,996 
2,215,136 
4,915,444 

731,884 

1,500,00J 
125,00J 
390,00J 

4,670,00J 

29,769,365 

6,100,00J 

3,625,00J 
4,553,348 
1,200,00J 

186,916,163 

202,394,511 

232,163,876 

301,148,363 

64,449,387 
14,217,829 

7,628,185 

86,295,401 

45,794,949 

433 238 713 



City of San Mateo 
Statement of Activities and Changes in Net Assets 

For the year ended June 30, 2006 

Functions/Programs 

Primary Government: 

Governmental activities: 

General government 

Community development 

Public safety 

Public works 

Parks and recreation 

Library 

lnterest on long-term debt 

Total governmental activities 

Business-type activities: 

Sewer 

Golf 

Total business-type activities 

Total primary government 

Expenses 

9,485,772 

12,333,880 

41,648,116 

13,682,357 

12,123,125 

4,819,650 

6,897,570 

100,990,470 

16,280,226 

2,954,403 

19,234,629 

120,225,099 

See accompanying Notes to Tosic Financial Statements 

Program Revenues 

Operating Capital 

Charil"' for 

Services 

Grants and 

Contributions 

2,609,976 

3,073,993 

3,876,421 

3,305,192 

2,802,519 

319,088 

15,987,189 

17,023,153 

2,578,255 

19,601,408 

35,588,597 

General Revenues: 

Taxes 

Property taxes 

Sales taxes 

118,102 

2,857,186 

673,517 

3,424,008 

133,089 

7,205,902 

7,205,902 

Property transfer taxes 

Transient occupancy taxes 

Business license taxes 

Other taxes 

Franchise taxes 

Unrestricted motor vehicle taxes 

Total taxes 

lnvestment earnings 

Loss on sale of assets 

Total general revenues 

Change in net assets 

Net assets beginning of year 

Net assets- end of year 
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Grants and 

Contributions 

23,897 

11,488 

2,312,299 

2,081,027 

10,954,274 

15,382,985 

3,984,520 

3,984,520 

19,367,505 

Total 

2,728,078 

5,955,076 

4,561,426 

9,041,499 

4,883,546 

11,406,451 

38,576,076 

21,007,673 

2,578,255 

23,585,928 

62,162,004 

Net (Expense) Revenue 

and Changes in Net Assets 

Governmental 

Activities 

(6,757,694) 

(6,378,804) 

(37,086,690) 

(4,640,858) 

(7,239,579) 

6,586,801 

(6,897,570) 

(62,414,394) 

(62,414,394) 

40,871,277 

15,905,701 

9,006,399 

3,222,162 

3,015,203 

550,033 

2,167,952 

2,182,069 

76,920,796 

4,973,233 

(26,625) 

81,867,404 

19,453,010 

329,710,746 

349,163,756 

Business-Type 

Activities 

4,727,447 

(376,148) 

4,351,299 

4,351,299 

1,131,240 

1,131,240 

5,482,539 

78,592,418 

84,074,957 

Total 

(6,757,694) 

(6,378,804) 

(37,086,690) 

(4,640,858) 

(7,239,579) 

6,586,801 

(6,897,570) 

(62,414,394) 

4,727,447 

(376,148) 

4,351,299 

(58,063,095) 

40,871,277 

15,905,701 

9,006,399 

3,222,162 

3,015,203 

550,033 

2,167,952 

2,182,069 

76,920,796 

6,104,473 

(26,625) 

82,998,644 

24,935,549 

408,303,164 

433,238,713 
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Governmental Fund Financial Statements 

Proprietary Fund Financial Statements 
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GOVERNMENT AL FUND FINANCIAL ST A TEMENTS 

General Fund accounts for resources traditionally associated with governmental which are not required 
legally or by sound financial management to be accounted for in another fund. 

General Projects Capital Projects Fund accounts for the expenditures for capital improvements for the City, 
including equipment, acquisition and construction of parks, recreation areas, public safety facilities or other 
public works. The primary sources of funding are intergovernmental revenues, measure A (half cent sales 
tax), developer impact fees and transfers from other governmental funds. 

Redevelopment Capital Projects Fund accounts for the acquisition and construction of the Agency's capital 

projects. Funding is provided by tax increments transferred in from the Agency's debt service funds. 

Redevelopment Special Revenue Fund accounts for the revenue and expenditures of the Agency's low and 

moderate income housing activity. Use of funds is restricted by law. 

Redevelopment Debt Service Fund accounts for tax increment revenues used to pay principal and interest on 

general long-term debt and pass thru payments of the Agency. 

City Housing Special Revenue Fund accounts for revenues from a former Federal Rental Rehabilitation 
program and loan payments from the First Time Homebuyer program. 

Non-Major Governmental Funds is the aggregate of all the non-major governmental funds. 
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City of San Mateo 
Balance Sheet 

Governmental Funds 

June 30, 2006 

Major Funds Major Funds 

City Non-Major Total 

General Redevelopment Redevelopment Redevelopment Housing Governmental Governmental 

General Capital Projects Capital Projects Special Revenue Debt Service Special Revenue Funds Funds 

ASSETS 

Cash and investments 14,635,935 37,719,680 1,966,563 9,843,634 3,407,389 413,166 15,244,477 83,230,844 

Restricted cash and investments held by fiscal agents 4,461,522 19,638,494 4,130,693 3,936,052 1,021,397 33,188,158 

Accounts receivable 312,853 785,559 340,268 1,438,680 

lnterest receivable 1,251,892 10,00J 204,00J W,000 12,00J 1,517,892 

Taxes receivable 3,846,314 605,558 4,451,872 

Due from other funds 247,681 247,681 

Prepaids and supplies 346,683 346,683 

Property held for resale 6,810,498 6,810,498 

Loans and notes receivable 285,689 24,946,023 6,872,815 7,660,571 39,765,098 

Total assets 20,641,358 42,976,761 28,905,244 38,960,350 7,343,441 7,285,981 24,884,271 170,997,406 

LIABILITIES AND FUND BALANCES 

Liabilities: 

Accounts payable 1,393,038 3,849,198 29,576 31,779 21,441 31,794 195,210 5,552,036 

Retention payable 3,928,996 3,928,996 

Accrued salaries and wages payable 1,734,712 72,292 12,546 168,079 1,987,629 

Due to other funds 100,319 100,319 

Deposits payable 4,632,146 4,632,146 

Deferred revenue 723,499 285,689 24,946,023 6,872,815 7,668,956 40,496,982 

Total liabilities 8,483,395 7,850,486 315,265 24,990,348 21,441 6,904,609 8,132,564 56,698,108 

Fund Balances: (Note 9) 

Reserved 563,082 25,205,060 26,490,340 4,734,345 7,322,00J 11,308 4,363,806 68,689,941 

Unreserved, designated, reported in 

General Fund 11,570,00J 11,570,000 

Special revenue funds 9,043,920 370,064 5,096,074 14,510,058 

Debt service funds 721,970 721,970 

Capital projects funds 9,921,215 1,540,689 828,00J 12,289,904 

Unreserved, undesignated, reported in 

General Fund 24,881 24,881 

Special revenue funds 191,737 5,741,857 5,933,594 

Capital projects fund 558,950 558,950 

Total fund balances 12,157,963 35,126,275 28,589,979 13,970,002 7,322,00J 381,372 16,751,707 114,299,298 

Total liabilities and fund balances 20,641,358 42,976,761 28,905,244 38,960,350 7,343,441 7,285,981 24,884,271 170,997,406 

See accompanying Notes to Tosic Financial Statements 
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City of San Mateo 
Reconciliation of the Governmental Funds Balance Sheet 

to the Government-Wide Statement of Net Assets 

June 30, 2006 

Total Fund Balances -Total Governmental Funds 

Amounts reported for governmental activities in the Statement of Net Assets were different 
because 

Capital assets used in governmental activities were not current financial resources 
Therefore, they were not reported in the Governmental Funds Balance Sheet. Except for 
the internal service funds reported below, the capital assets were adjusted as follows 

Non-depreciable 

Depreciable, net 

Total capital assets 

Deferred revenue recorded in the Fund Financial statements resulting from activities in 
which revenues were earned but funds were not available are reclassified as revenues in the 
Government-Wide Financial Statements 

lnterest payable on long-term debt did not require current financial resources Therefore, 
interest payable was not reported as a liability in Governmental Funds Balance Sheet 

lnternal service funds were used by manall"ment to charll" the costs of certain activities, 
such as insurance, to individual funds. The assets and liabilities of the lnternal service 
funds were included in governmental activities in the Government-Wide Statement of Net 
Assets 

Deferred charges on issuance of long-term debt were not current financial resources 

Therefore, they were not reported in the Governmental Funds Balance Sheet This amount 

is to be amortized over the life of the long-term debt 

Long-term liabilities were not due and payable in the current period Therefore, they were 
not reported in the Governmental Funds Balance Sheet 

Claims and judgments payable - due within one year 

Landfill closure and postclosure cost payable - due within one year 

Vacation and sick leave payable - due within one year 
Bonds payable - due within one year 

Longterm liabilities - due in more than one year 

Total long-term liabilities 

Net Assets of Governmental Activities 

See accompanying Notes to Bask Financial Statements 
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Government-
Wide Statement lnternal Service 

ofNet Assets Funds 

101,720,891 

238,344,412 

340,065,303 

Government-
Wide Statement 

ofNet Assets 

(1,500,00J) 

(125,00J) 

(351,00J) 

(3,325,00J) 

(151,234,469) 

(156,535,469) 

(3,256,984) 

(3,256,984) 

lnternal Service 
Funds 

1,500,00J 

6,100,00J 

7,600,00J 

$ 114,299,298 

101,720,891 

235,087,428 

336,808,319 

33,485,844 

(2,851,691) 

15,260,255 

1,097,200 

(125,00J) 

(351,00J) 

(3,325,00J) 

(145,134,469) 

(148,935,469) 

349,163,756 



City of San Mateo 
Statement of Revenues, Expenditures and Changes in Fund Balances 

Governmental Funds 

For the year ended June 30, 2006 

Ma'orFunds Ma'orFunds 
City Non-Major Total 

General Redevelopment Redevelopment Redevelopment Housing Governmental Governmental 
General Caeital Proiects Caeital Proiects Seedal Revenue Debt Service SE'.:cial Revenue Funds Funds 

REVENUES: 

Property taxes 27,034,392 2,156,731 8,626,925 3,053,229 40,871,277 
Sales taxes 16,141,282 1,581,558 17,722,840 

Other taxes 15,149,365 644,432 15,793,797 
Licenses, building and other permits 2,167,952 4,192,039 6,359,991 
Fines, forfeitures and penalties 2,097,422 11,488 3,284 2,112,194 
lntergovemmental 2,550,872 9,997,018 3,133,024 15,680,914 

Charges for services 5,236,515 9,837 750,546 5,996,898 
lnvestment income 1,289,043 396,956 961,530 631,074 437,187 9,301 581,806 4,306,897 
lndirect and in-Heu fees 1,189,177 1,189,177 

Ga.ball" collection surcharge 5,002 1,033,445 1,038,447 
Parking meter and lease revenue 1,631,695 1,631,695 
lml""ctfees 607,213 607,213 
Other revenues 1,678,628 3,509,868 80,631 277,456 66,961 861,837 6,475,381 

Total revenues 73,345,471 17,308,117 1,042,161 3,065,261 9,064,112 76,262 15,885,337 119,786,721 

EXPENDITIJRES: 

Current 
General government 

City Council 336,172 336,172 

CityManall"r 903,015 903,015 
City Clerk 424,546 424,546 
City Attorney 776,252 776,252 

Business services 2,178,248 2,178,248 
lnformation technology 2,624,373 45,845 2,670,218 
Human resources 1,283,975 1,283,975 

Community development 795,517 853,105 783,210 248,598 4,351,959 7,032,389 

Public safety 
Police 23,586,434 434,491 728,291 24,749,216 
Fire 14,633,777 1,469,686 16,103,463 

Public works 3,768,514 2,088,745 5,857,259 
Parks and recreation 10,282,039 10,282,039 
Library 4,679,854 4,679,854 

Non-del""rtmental 700,054 2,357,456 3,057,510 
Capital outlay 26,717,211 11,022,00J 148,777 8,067 37,896,055 
Debt service 

Prindl""l 170,000 1,220,00J 1,195,00J 2,585,00J 

lnterest and fiscal charges 324,130 3,578,741 2,190,446 6,093,317 

Total expenditures 66,972,770 26,717,211 12,309,596 1,426,117 7,156,197 248,598 12,078,039 126,908,528 

REVENUES OVER (UNDER) EXPENDITIJRES 6,372,701 (9,409,094) (11,267,435) 1,639,144 1,907,915 (172,336) 3,807,298 (7,121,807) 

OTHER FINANCING SOURCES (USES): 

Transfers in 1,515,00J 6,199,441 2,055,981 297,859 10,068,281 
Transfers out (6,085,000) (2,055,981) (2,227,300) (10,368,281) 

Total other financing sources (uses) (4,570,000) 6,199,441 2,055,981 (2,055,981) (1,929,441) (300,00J) 

Net change in fund balances 1,802,701 (3,209,653) (9,211,454) 1,639,144 (148,066) (172,336) 1,877,857 (7,421,807) 

FUND BALANCES: 

Beginning of year 10,355,262 38,335,928 37,801,433 12,330,858 7,470,066 553,708 14,873,850 121,721,105 

End of year 12 157963 35 126275 28 589979 13 970002 7 322 OOJ 381 372 16751707 114 299298 

See accoml""nying Notes to Tosic Financial Statements 
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City of San Mateo 
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures, and Changes in 

Fund Balances to the Government-Wide Statement of Activities and Changes in Net Assets 

For the year ended June 30, 2006 

Net Change in Fund Balances -Total Governmental Funds 

Amounts reported for governmental activities in the Statement of Activities and Changes 
in Net Assets were different because 

Governmental funds reported capital outlay as expenditures. However, in the 
Government-Wide Statement of Activities and Changes in Net Assets, the cost of those 
assets was allocated over their estimated useful lives as depredation expense This was 

Capital Outlay 
Repairs and 
Maintenance 

the amount of capital assets recorded in the current period 37,896,055 (3,618,680) 
"""c~,~,~.,~,~m~,,a,~~~~~~ 

Depredation expense on capital assets was reported in the Government-Wide Statement 
of Activities and Changes in Net Assets, but they did not require the use of current 
financial resources. Therefore, depredation expense was not reported as expenditures in 
the Governmental Funds 

Accrued vacation and sick leave payable was an expenditure in governmental funds, but 
the accrued payable increased vacation and sick leave liabilities in the Government-Wide 
Statement of Net Assets 

Payment of landfi11 closure and postclosure cost payable was an expenditure in 
governmental funds, but the payment reduced landfill closure and postclosure cost 
liabilities in the Government-Wide Statement of Net Assets 

Repayment of bond principal was an expenditure in governmental funds, but the 
repayment reduced long-term liabilities in the Government-Wide Statement of Net 
Assets 

Revenues that have not met the revenue recognition criteria in the Fund Financial 
statements are recognized as revenue in the Government-Wide Financial Statements 

Loans and notes receivable were recorded at gross amounts in the Fund Financial 
statements. However, in the Government-Wide Financial Statement an estimated 
amount for allowance for potential forgiveness has been expensed. The following 
amount represented the current year amount for allowance for potential forgiveness 

Cost of issuance was an expenditure in governmental funds, but in the Government-Wide 

Statement of Net Assets, an asset, deferred charges was recorded and is being amortized 

over the life of the bond. This amount is the current year amortization expense 

Loss on the sale of capital assets was reported in the Government-Wide Statement of 
Activities and Changes in Net Assets, but they were not reported as expenditures in 
governmental funds 

Payment of long-term debt premium was recorded as an expenditure in governmental 

funds, but the payment increased long-term liabilities in the Government-Wide Statement 

ofNetAssets 

lnterest expense on long-term debt was reported in the Government-Wide Statement of 
Activities and Chanll"s in Net Assets, but they did not require the use of current financial 
resources. Therefore, interest expense was not reported as expenditures in governmental 
funds. The following amount represented the cha nil" in accrued interest from prior year 

lnternal service funds were used by manall"ment to charll" the costs of certain activities, 
such as insurance and fleet management, to individual funds. The net revenue of the 
internal service funds was reported with governmental activities 

Change in Net Assets of Governmental Activities 

See accompanying Notes to Tosic Financial Statements 
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Wide Statement lnternal Service 
of Net Assets Funds 

(10,594,028) $ (683,284) 

Government-
Wide Statement lnternal Service 

of Net Assets Funds 

(26,625) (14,666) 

(7,421,807) 

34,277,375 

(9,910,744) 

(458,831) 

618,500 

2,585,00J 

17,048 

(213,432) 

(42,200) 

(11,959) 

(762,053) 

771,883 

19,453,010 

PROPRIETARY FUND FINANCIAL STATEMENTS 

Sewer Fund accounts for the activities of the wastewater collection and treatment system, which provides 
service to the residents of the City and some neighboring cities. 

Golf Fund accounts for the activities of the Poplar Creek Coif Course, which provides recreational facilities to 
the public. 

Internal Service Funds are used to account for the financing of goods and services provided by one 
department or agency to other departments or agencies on a cost reimbursement basis. 

31 



City of San Mateo City of San Mateo 
Statement of Net Assets Statement of Revenues, Expenses and Changes in Net Assets 

Proprietary Funds Proprietary Funds 

June 30, 2006 For the year ended June 30, 2006 

Governmental 
Governmental 

Enterprise Funds Activities 
lnternal Enterprise Funds Activities 

Sewer Golf Total Service Funds lnternal 

ASSETS Sewer Golf Total Service Funds 

Current assets OPERATING REVENUES: 
Cash and investments 13,772,865 '"' 13,773,325 20,218,883 

Restricted cash and investments with fiscal agents 14,175,330 737,145 14,912,475 Charges for services 16,684,419 2,310,981 18,995,400 25,087,306 

Accounts receivable 1,505,902 19,434 1,525,336 Connection fees 244,453 244,453 

lnterest receivable 155,00J 20,900 175,900 lmpactfees 48,089 48,089 
l'repaids and supplies .,,,,, .,,,,, 284,2.49 Other 46,192 267,274 313,466 216,490 

Total current assets 29,609,097 877,344 30,486,441 20,503,132 

Noncurrentassets 
Total operating revenues 17,023,153 2,578,255 19,601,408 25,303,796 

Deferred charges 733,567 733,567 

Loans and notes receivable 455,575 OPERATING EXPENSES: 

Capital assets 
Costs of sales and services 10,816,620 1,363,891 12,180,511 24,495,082 

Non-depreciable 32,982,066 244,00J 33,226,066 

Depreciable, net 64,966,535 9,398,299 74,364,834 3,256,984 Administration 733,2.50 665,710 1,398,960 305,217 

Total capital assets 97,948,601 9,642,299 107,590,900 3,256,984 
Depreciation and amortization 3,106,634 404,546 3,511,180 683,284 

Total noncurrent assets 98,682,168 9,642,299 108,324,467 3,712,559 Total operating expenses 14,656,504 2,434,147 17,090,651 25,483,583 

Total assets 128,291,265 10,519,643 138,810,908 24,215,691 

OPERATING INCOME (LOSS) 2,366,649 144,108 2,510,757 (179,787) 
LIABILITIES 

Current liabilities NONOPERATING REVENUES (EXPENSES): 
Accounts payable 481,242 35,389 516,631 1,311,919 

lnterest payable 845,723 214,905 1,060,628 lnterest income 1,100,334 30,906 1,131,240 666,336 

Accrued salaries and wages payable 163,075 30,803 193,878 33,629 Loss from disposal of capital assets (717,865) (717,865) (14,666) 

Deposits payable 273,410 273,410 9,888 lnterest expense and fiscal charll"s (905,857) (520,256) (1,426,113) 
Due to other fund 147,362 147,362 

Claims and judgments payable due within one year 1,500,00J Total nonoperating revenues (expenses) (523,388) (489,350) (1,012,738) 651,670 

Vacation and sick leave payable - due within one year 33,540 ;,w 39,00J 

Bonds payable - due within one year 1,145,00J 200,00J 1,345,00J INCOME (LOSS) BEFORE TRANSFERS 1,843,261 (345,242) 1,498,019 471,883 

Total current liabilities 2,941,990 633,919 3,575,909 2,855,436 

Noncurrent liabilities 
Capital contribution 3,984,520 3,984,520 

Claims and judgments payable due in more than one year 6,100,00J 
Transfers in 300,00J 

Vacation and sick leave payable - due in more than one year 431,056 70,230 501,286 Total transfers in and capital contributions 3,984,520 3,984,520 300,00J 
Bonds payable - due in more than one year 41,278,340 9,380,416 50,658,756 

Total noncurrent liabilities 41,709,396 9,450,646 51,160,042 6,100,00J Change in net assets 5,827,781 (345,242) 5,482,539 771,883 

Total liabilities 44,651,386 10,084,565 54,735,951 8,955,436 

NET ASSETS: 
NET ASSETS 

lnvested in capital assets, net of related debt 47,500,00J (153,022) 47,346,978 3,256,984 Beginning of year 77,812,098 780,320 78,592,418 14,488,372 

Restricted for 
Special projects 662,196 662,196 1,417,038 

End of year 83,639,879 435,078 84,074,957 15,260,255 

Capital projects 13,477,120 13,477,120 

Debt service 2,569,714 737,145 3,306,859 

Unrestricted 19,430,849 (149,045) 19,281,804 10,586,233 

Total net assets 83,639,879 435,078 84,074,957 15,260,255 

See accompanying Notes to Tosic Financial Statements See accompanying Notes to Bask Financial Statements 
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City of San Mateo 
Statement of Cash Flows 

Proprietary Funds 

For the year ended June 30, 2006 

CASH FLOWS FROM OPERATING ACTIVITIES: 

Cash received from customers 
Cash payments to suppliers for goods and services 
Cash paid to employees 
Cash received from (payments to) others 

Net cash provided (used) by operating activities 

CASH FLOWS FROMNONCAPITAL FINANCING ACTIVITIES: 

Transfers in 

Net cash provided by non capital financing activities 

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES: 

Acquisition of capital assets 
Long-term debt repayment 
lnterest expense and fiscal charges 

Net cash provided (used) by capital and related financing activities 

CASH FLOWS FROM INVESTING ACTIVITIES: 

lnvestment income received 

Net cash provided (used) by investing activities 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 

CASH AND CASH EQUIVALENTS - Beginning of year 

CASH AND CASH EQUIVALENTS - End of year 

FINANCIAL STATEMENT PRESENTATION: 
Cash and investments 
Restricted cash and investments with fiscal agents 

Total 

RECONCILIATION OF OPERATING INCOME TO NET 
CASH PROVIDED BY OPERATING ACTIVITIES: 

Operating income ~oss) 
Adjustments to reconcile operating income ~oss) 
to net cash provided (used) by operating activities 

Depredation and amortization 
Chanll"s in assets and liabilities 

Accounts receivable 
Deferred charges 
Accounts payable 
Accrued salaries and wall", payable 
Deposits payable 
Due to other fund 
Claims and judgments payable 
Vacation and sick leave payable 

Total adjustments 
Net cash provided (used) by operating activities 

NON-CASH ACTIVITIES: 

Loss from disposal of capital assets 
Capital contribution 

See accompanying Notes to Tosic Financial Statements 
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Sewer 

16,519,738 
(11,797,951) 

(661,145) 
46,192 

4,106,834 

(14,099,952) 

(47,257) 
p,036,857) 

(15,184,066) 

1,089,334 

1,089,334 

(9,987,898) 

37,936,093 

27948195 

13,772,865 

14,175,330 

27948195 

2,366,649 

3,106,634 

(685,884) 
(886,367) 

(94,964) 

25,788 
228,661 

46,317 

1,740,185 

4,106,834 

(717,865) 
3,984,520 

Enterprise Funds 

Golf Total 

2,318,624 18,838,362 
(1,451,860) (13,249,811) 

(655,576) (1,316,721) 
387,367 433,559 

598,555 4,705,389 

(14,099,952) 

(101,642) (148,899) 
(523,802) (1,560,659) 

(625,444) (15,809,510) 

30,906 1,120,240 

30,906 1,120,240 

4,017 (9,983,881) 

737,362 38,673,455 

741.379 28 689 574 

'"' 13,773,325 

737,145 14,912,475 

737 605 28 685 800 

144,108 2,510,757 

MMC¼ 3,511,180 

,,w (678,241) 
(79,584) (965,951) 

(8,385) (103,349) 

3,412 29,200 
228,661 

120,093 120,093 

6,722 53,039 

454,447 2,194,632 

598,555 4,705,389 

(717,865) 
3,984,520 

Governmental 
Activities 
lnternal 

Service Funds 

25,093,386 
(24,584,823) 

(303,612) 
857,490 

1,062,441 

300,00J 

300,00J 

(480,262) 

(480,262) 

666,336 

666,336 

1,548,515 

18,670,368 

20218 883 

20,218,883 

20218 883 

$ (179,787) 

683,284 

6,080 
1,207 

(90,948) 

1,605 

641,00J 

1,242,228 

1,062,441 

(14,666) 

NOTES TO BASIC 
FINANCIAL STATEMENTS 

35 



City of San Mateo 
Notes to Basic Financial Statements 
For the year ended June 30, 2006 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The basic financial statements of the City of San Mateo, California (City) have been prepared in conformity 
with generally accepted accounting principles (GAAP) as applied to governmental agencies. The 
Governmental Accounting Standards Board (GASB) is the accepted standard setting body for establishing 
governmental accounting and financial reporting principles. The more significant of the City's accounting 
policies are described below. 

A. Financial Reporting Entity 

The City of San Mateo (City) was incorporated as a charter city on September 4, 1894; the current charter 
was adopted in 1971. The City operates under the Council-Manager form of government and provides 
the following services: public safety, including police and fire; building inspection; parks and streets; 
sanitation; leisure services; planning and zoning; general administration services; and redevelopment. 

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 component units, although 
legally separate entities are, in substance, part of the City's operations and data from these units are 
combined with data of the City. Each blended component unit has a June 30 year-end. The City had no 
discretely presented component units. The following entities are reported as blended component units: 

The San Mateo Redevelopment Agency (Agency) was created in 1969, pursuant to the State of 
California Health and Safety Code, Section 33000. The purpose is to engage in the economic 
revitalization and redevelopment of areas in the City determined to be in decline. The Agency is 
controlled by the City and has the same governing board as the City, which also performs all 
accounting and administrative functions for the Agency. The Agency's financial activities have been 
aggregated and merged ("blended") with those of the City in the accompanying basic financial 
statements in the Redevelopment Agency Housing Special Revenue Fund, the Redevelopment 
Agency Debt Service Fund and the Redevelopment Agency Capital Projects Fund. 

The San Mateo loint Power Financing Authority (Authority) was established solely to assist the City 
in the issuance of certain enterprise fund revenue bonds. lt is controlled by and financially 
dependent on the City; its financial activities were accounted for as part of the respective enterprise 
funds. 

The Agency's financial statements, as well as financial information relating to the Authority can be 
obtained from the City of San Mateo at 330 West 20lh Avenue, San Mateo, CA 94403-1388. 

B. Basis of Accounting and Measurement Focus 

The accounts of the City are organized on the basis of funds, each of which is considered a separate 
accounting entity with its own self-balancing accounts that comprise its assets, liabilities, fund equity, 
revenues and expenditures or expenses. These funds are established for the purpose of carrying out 
specific activities or certain objectives in accordance with specific regulations, restrictions or limitations. 
Governmental resources are 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 activities are controlled. 
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City of San Mateo 
Notes to Basic Financial Statements, Continued 
For the year ended June 30, 2006 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued 

B. Basis of Accounting and Measurement Focus, Continued 

Government-Wide Financial Statements 

The City's Government-Wide Financial Statements include a Statement of Net Assets and a Statement of 
Activities and Changes in Net Assets. These statements present summaries of Governmental and 
Business-Type Activities for the City accompanied by a total column. 

These financial statements are presented on an "economic resources" measurement focus and the accrual 
basis of accounting. Accordingly, all of the City's assets and liabilities, including capital assets, as well 
as infrastructure assets, and long-term liabilities, are included in the accompanying Statement of Net 
Assets. The Statement of Activities presents changes in net assets. Under the accrual basis of 
accounting, revenues are recognized in the period in which they are earned while expenses are 
recognized in the period in which the liability is incurred. 

Certain types of transactions reported as program revenues for the City are reported in three categories: 

Charges for services 
Operating grants and contributions 
Capital grants and contributions. 

Certain eliminations have been made as prescribed by GASB Statement No. 34 in regards to interfund 
activities, payables and receivables. All internal balances in the Statement of Net Assets have been 
eliminated except those representing balances between the governmental activities and the business
type activities, which are presented as internal balances and eliminated in the total primary government 
column. In the Statement of Activities, internal fund transactions have been eliminated; however, those 
transactions between governmental and business-type activities have not been eliminated. The 
following interfund activities have been eliminated: 

Due to/from other funds 
Transfers in/ out 

The City applies all applicable GASB pronouncements (including all NCGA Statements and 
Interpretations currently in effect) as well as the following pronouncements issued on or before 
November 30, 1989 to the business type activities, unless those pronouncements conflict with or 
contradict GASB pronouncements: Financial Accounting Standards Board (FASB) Statements and 
Interpretations, Accounting Principles Board (APB) Opinions, and Accounting Research Bulletins (ARB) 
of the committee on Accounting Procedure. The City applies all applicable FASB Statements and 
Interpretations issued after November 30, 1989 except those that conflict with or contradict GASB 
pronouncements. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued 

B. Basis of Accounting and Measurement Focus, Continued 

Governmental Fund Financial Statements 

Governmental fund financial statements include a Balance Sheet and a Statement of Revenues, 
Expenditures and Changes in Fund Balances for all major governmental funds and non-major funds 
aggregated. An accompanying schedule is presented to reconcile and explain the differences in net 
assets as presented in these statements to the net assets presented in the government-wide financial 
statements. The City has presented all major funds that met those qualifications. 

All governmental funds are accounted for on a spending or "current financial resources" measurement 
focus and the modified accrual basis of accounting. Accordingly, only current assets and current 
liabilities are included on the balance sheets. The Statement of Revenues, Expenditures and Changes in 
Fund Balances present increases (revenues and other financing sources) and decreases (expenditures 
and other financing uses) in net current assets. Under the modified accrual basis of accounting, 
revenues are recognized in the accounting period in which they become both measurable and available 
to finance expenditures of the current period. 

The City reports the General Fund, Redevelopment Agency Fund, City Housing Special Revenue Fund 
and General Projects Capital Projects Fund as major governmental funds of the City. 

General Fund accounts for resources traditionally associated with governmental activities which 
are not required legally or by sound financial management to be accounted for in another fund. 

General Capital Proiects Fund accounts for the expenditures for capital improvements for the 
City, including equipment, acquisition and construction of parks, recreation areas, public safety 
facilities or other public works. The primary sources of funding are intergovernmental 
revenues, Measure A (half cent sales tax), developer impact fees and transfers from other 
governmental funds. 

Redevelopment Capital Proiects Fund accounts for the acquisition and construction of the Agency's 
capital projects. Funding is provided by tax increments transferred in from the Agency's debt 
service funds. 

Redevelopment Special Revenue Fund accounts for revenue and expenditures of the Agency's low 
and moderate income housing activity. Use of funds is restricted by law. 

Redevelopment Debt Seroice Fund accounts for tax increment revenues used to pay principal and 
interest on genera long-term debt and pass thru payments of the Agency. 

City Housing Special Revenue Fund accounts for revenues from a former Federal Rental 
Rehabilitation program and loan payments from the Fist Time Homebuyer program. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued 

B. Basis of Accounting and Measurement Focus, Continued 

Revenues are recorded when received in cash, except that revenues subject to accrual (generally 60 days 
after year-end) are recognized when due. The primary revenue sources, which have been treated as 
susceptible to accrual by the City, are property tax, taxpayer-assessed tax revenues (sales taxes, transient 
occupancy taxes, franchise taxes, etc.), grant revenues and earnings on investments. Expenditures are 
recorded in the accounting period in which the related fund liability is incurred. 

The Reconciliation of the Fund Financial Statements to the Government-Wide Financial Statements is 
provided to explain the differences created by the integrated approach of GASB Statement No. 34. 

Proprietary Fund Financial Statements 

Proprietary fund financial statements include a Statement of Net Assets, a Statement of Revenues, 
Expenses and Change in Net Assets, and a Statement of Cash Flows for all proprietary funds. 

A column representing internal service funds is also presented in these statements. However, internal 
service balances and activities have been combined with the governmental activities in the government
wide financial statements. 

Proprietary funds are accounted for using the "economic resources" measurement focus and the accrual 
basis of accounting. Accordingly, all assets and liabilities (whether current or noncurrent) are included 
on the Statement of Net Assets. The Statement of Revenues, Expenses and Change in Fund Net Assets 
presents increases (revenues) and decreases (expenses) in total net assets. Under the accrual basis of 
accounting, revenues are recognized in the period in which they are earned while expenses are 
recognized in the period in which liability is incurred. 

Operating revenues in the proprietary funds are those revenues that are generated from the primary 
operations of the fund. All other revenues are reported as nonoperating revenues. Operating expenses 
are those expenses that are essential to the primary operations of the fund. All other expenses are 
reported as nonoperating expenses. 

The City reports the Sewer, Golf and Internal Service Funds as proprietary funds of the City. 

Sewer Fund accounts for the activities of the wastewater collection and treatment system, which 
provides service to the residents of the City and some neighboring cities. 

Coif Fund accounts for the activities of the Poplar Creek Golf Course, which provides 
recreational facilities to the public. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued 

B. Basis of Accounting and Measurement Focus, Continued 

lnternal service fund balances and activities have been combined with governmental activities in the 
government-wide financial statements, and are comprised of the following funds: 

Workers' Compensation insurance Fund accounts for all workers' compensation self-insurance 
activities. 

Dental Self-insurance Fund accounts for the City's self-insurance activities related to the dental 
plan it provides to its employees. 

Benefits Fund accounts for charges for other funds and expenditures relating to employee 
benefits other than those accounted for in the Workers' Compensation and Dental Self
lnsurance Funds. 

Comprehensive Liability insurance Fund accounts for the general liability self-insurance 
transactions. 

Vehicle and Equipment Replacement Fund accounts for rental charges to the City departments and 
the replacement of vehicles and equipment. 

Fleet and Building Maintenance Fund accounts for the charges to users departments and the 
expenses relating the maintenance of the City vehicles and buildings. 

Fiduciary Fund Financial Statements 

The City has no fiduciary funds. 

C. Cash, Cash Equivalents and Investments 

The City pools cash resources of its various funds to facilitate cash management. Cash in excess of 
current requirements is invested and reported as investments. lt is the City's intent to hold current 
investments until maturity. However, the City may, in response to market conditions, sell investments 
prior to maturity in order to improve the quality, liquidity or yield of the portfolio. lnterest earnings are 
apportioned among funds based on ending accounting period cash and investment balances. 

The City's cash and cash equivalents are considered to be cash on hand, demand deposits, and highly 
liquid investments with original maturity of three months or less from the date of acquisition. 

ln accordance with GASB Statement No. 40, Deposit and investment Disclosures (Amendment ofCASB No. 
3), certain disclosure requirements for Deposits and lnvestment Risks were made in the following areas: 

• lnterest Rate Risk 

• Credit Risk 
• Overall 
• Custodial Credit Risk 
• Concentrations of Credit Risk 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued 

C. Cash, Cash Equivalents and Investments, Continued 

ln addition, other disclosures are specified including use of certain methods to present deposits and 
investments, highly sensitive investments, credit quality at year-end and other disclosures. 

ln accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain investments and 
for External investment Pools, highly liquid market investments with maturities of one year or less at time 
of purchase are stated at amortized cost. All other investments are stated at fair value. Market value is 
used as fair value for those securities for which market quotations are readily available. 

The City participates in the Local Agency lnvestment Fund (LAlF), an investment pool managed by the 
State of California. LAlF has invested a portion of the pool funds in Structured Notes and Asset-Backed 
Securities. LAlF's investments are subject to credit risk with the full faith and credit of the State of 
California collateralizing these investments. ln addition, these Structured Notes and Asset-Backed 
Securities are subject to market risk as a result of changes in interest rates. 

D. Restricted Cash and Investments 

Certain restricted cash and investments are held by fiscal agents for the redemption of bonded debt and 
for acquisition and construction of capital projects. Cash and investments are also restricted for 
deposits held for others within the enterprise funds. 

E. Prepaids and Supplies 

Certain payments to vendors reflect costs applicable to future accounting periods. Supplies are valued 
at cost on a first-in first-out basis. Supplies in the General Fund consist of expendable supplies held for 
consumption by all departments of the City. The cost is recorded as an expenditure at the time 
individual inventory items are withdrawn for use (consumption method). The General Fund supplies 
amount is equally offset by a fund balance reservation, which indicates that it does not constitute 
expendable available financial resources. Supplies in the enterprise funds consist principally of 
materials and supplies for utility operations and are expensed as consumed. 

F. Property Heid for Resale 

Property held for resale consists of land and project costs relating to property acquired or constructed 
which will be sold under terms of disposition and development agreements between the Agency and 
developers. The property held for resale is recorded at the lower of cost or estimated net realizable 
value. Reported amounts are fully reserved, which indicates that they do not constitute available 
spendable resources. 

G. Capital Assets 

Capital assets, which include land, buildings, improvements, equipment, furniture, and infrastructure 
assets (e.g. roads, sidewalks, and similar items), are reported in the applicable governmental or 
business-type activities in the Government-Wide Financial Statements. Capital assets are recorded at 
historical cost or estimated historical cost if actual cost in not available. Donated assets are valued at 
their estimated fair value on the date donated. 
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G. Capital Assets, Continued 

City policy has set the capitalization threshold for reporting capital assets at the following: 

General Capital Assets 
Infrastructure Capital Assets 

$10,000 
$100,000 

For capital assets, depreciation is recorded on a straight-line basis over the useful lives of the assets as 
follows: 

Sewer Treatment Plant and Transmission Lines 
Buildings and Improvements 
Machinery and Equipment 
Infrastructure 

60 years 
20 - 35 years 
3 -15 years 
25-50years 

The Governmental Accounting Standards Board (GASB) issued Statement No. 34 requires the inclusion 
of infrastructure capital assets in local governments' basic financial statements. In accordance with 
Statement No. 34, the City has included the value of all infrastructures into its Basic Financial 
Statements. 

The City defines infrastructure as the basic physical assets that allow the City to function. The assets 
include: 

Streets system 
Site amenities such as parking and landscaped areas used the City in the conduct of its 
business 

Each major infrastructure system can be divided into subsystems. For example, the street system can be 
subdivided into pavement, curb and gutters, sidewalks, medians, streetlights, traffic control devices 
(signs, signals and pavement markings), landscaping and land. These subsystems were not delineated 
in the Basic Financial Statements. The appropriate operating department maintains information 
regarding the subsystems. 

The City elected to use the Basic Approach as defined by GASB Statement No. 34 for infrastructure 
reporting. The City conducted a valuation of its infrastructure assets as of July 1, 2002. This valuation 
determined the original cost using one of the following methods: 

1. Use of historical records where available. 
2. Standard unit costs appropriate for the construction/acquisition date. 
3. Present cost indexed by a reciprocal factor of the price increase from the 

construction/acquisition date to the current date. 

The accumulated depreciation, defined as the total depreciation from the date of 
construction/acquisition to the current date on a straight line method using industry accepted life 
expectancies for each infrastructure subsystem. The book value was then computed by deducting the 
accumulated depreciation from the original cost. 

Interest accrued during capital assets construction, if any, is capitalized for the business-type and 
proprietary funds as part of the asset cost. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued 

H. Interest Payable 

In the government-wide financial statements, interest payable of long-term debt is recognized as the 
liability is incurred for governmental fund types and proprietary fund types. 

In the fund financial statements, propriety fund types recognize the interest payable when the liability is 
incurred. 

I. Deferred Revenue 

In the Government-Wide Financial Statements, deferred revenue is recognized for transactions for 
which revenue has not yet been earned. Typical transactions recorded as deferred revenues in the 
Government-Wide Financial Statements are prepaid charges for services. 

In the Fund Financial Statements, deferred revenue is recorded when transactions have not yet met the 
revenue recognition criteria based on the modified accrual basis of accounting. The City records 
deferred revenue for transactions for which revenues have not been earned, or for which funds are not 
available to meet current financial obligations. Typical transactions for which deferred revenue is 
recorded are grants received but not yet earned or available, long-term loans receivables, and prepaid 
charges for services. 

J. Claims and Judgments 

The short-term and long-term workers' compensation claims liability is reported in the Workers' 
Compensation Insurance Internal Service Fund. The short-term and long-term general claims liability is 
reported in the Comprehensive Liability Insurance Internal Service Fund. The short-term liability 
which will be liquidated with current financial resources is the amount of settlement reached, but unpaid, 
related to claims and judgments entered. 

K. Long-Term Debt 

Government-Wide Financial Statements - Long-term debt and other long-term obligations are reported as 
liabilities in the appropriate activities. 

Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the 
bonds using the effective interest method. Bonds payable are reported net of the applicable bond 
premium or discount. Bond issuance costs are reported as deferred charges and amortized over the 
term of the related debt. 

Fund Financial Statements - The governmental fund financial statements do not present long-term debt but 
are shown in the Reconciliation of the Governmental Funds Balance Sheet to the Government-Wide 
Statement of Net Assets. 

Bond premiums and discounts, as well as issuance costs, are recognized during the current period as 
other financing sources or uses. Bond proceeds are reported as other financing sources. 

Proprietary Fund Financial Statements use the same principles as those used in the Government-Wide 
Financial Statements. 
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L. Property Taxes 

San Mateo County (County) assesses properties and it bills, collects, and distributes property taxes to all 
taxing entities including the City. Under State law, known as the Teeter Plan, the County remits the 
entire amount levied and handles all delinquencies, retaining interest and penalties. Secured and 
unsecured property taxes are levied on January 1. Secured property tax is due in two installments, on 
November 1 and March 1, and becomes a lien on those dates. lt becomes delinquent on December 10 
and April 10, respectively. Unsecured property tax is due on July 1, and becomes delinquent on August 
31. Collection of delinquent accounts is the responsibility of the County, which retains all penalties. 

The term "unsecured" refers to taxes on personal property other than real estate, land and buildings. 
These taxes are secured by liens on the property being taxed. Property tax revenues are recognized by 
the City in the fiscal year they are levied, provided they become available as defined above. 

M. Net Assets 

Government-Wide Financial Statements 

ln the Government-Wide Financial Statements, net assets are classified in the following categories: 

Invested in Capital Assets, Net of Related Debt - This amount consists of capital assets net of accumulated 
depreciation and reduced by outstanding debt that attributed to the acquisition, construction, or 
improvement of the assets. 

Restricted - This amount is restricted by external creditors, grantors, contributors, or laws or regulations 
of governments. 

Unrestricted - 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" as defined above. 

Fund Financial Statements 

Reservations of fund balances of governmental funds and retained earnings of proprietary funds are 
created to either satisfy legal covenants; including State laws, that require a portion of the fund equity 
be segregated or identify the portion of the fund equity not available for future expenditures. 

N. Vacation and Sick Leave Payable 

For governmental funds, vacation and sick leave payable are recorded as current and non-current 
liabilities only on the government-wide financial statements. Vacation and sick leave payable are 
payable from the General Fund. For proprietary funds, current and non-current liabilities for vacation 
and sick leave payable are recorded as expenses in both the government-wide financial statement and 
the fund financial statement. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued 

0. Use of Restricted/Unrestricted Net Assets 

When an expense is incurred for purposes for which both restricted and unrestricted net assets are 
available, the City's policy is to apply restricted net assets first. 

P. Use of Estimates 

The preparation of the basic financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions. These estimates and assumptions 
affect the reported amounts of assets and liabilities and the disclosure of contingent assets and 
liabilities. ln addition, estimates affect the reported amount of expenses. Actual results could differ 
from these estimates and assumptions. 

Q. New Pronouncements 

ln 2006, the City adopted new accounting standards in order to conform to the following Governmental 
Accounting Standards Board Statement: 

• GASB Statement No. 42, Accounting and Financial Reporting for impairment of Capital Assets and for 
insurance Recoveries - The Statement establishes accounting and financial reporting standards for 
impairment of capital assets. A capital asset is considered impaired when its service utility has 
declined significantly and unexpectedly. This Statement also clarifies and establishes accounting 
requirements for insurance recoveries. 

• Statement No. 44, Economic Condition Reporting: The Statistical Section (Amendment of NCCA 
Statement 1) - The Statement establishes the objectives of the statistical section and the five 
categories of information it contains; financial trends information, revenue capacity information, 
debt capacity information, demographic and economic information, and operating information. 

• GASB Statement No. 46, Net Assets Restricted by Enabling Legislation - The Statement addresses 
selected issues and amends GASB Statement No. 34, Basic Financial Statements and Management's 
Discussion and Analysis for State and Local Governments. The Statement enhances the usefulness 
and comparability of net asset information and clarifies the meaning of legal enforceability. The 
Statement also specified accounting and financial reporting requirements for restricted net 
assets. 

• GASB Statement No. 47, Accounting for Termination Benefits - The Statement provides accounting 
guidance for state and local governmental employers regarding benefits (such as early
retirement incentives and severance benefits) provided to employees that are terminated. The 
Statement requires recognition of the cost of involuntary termination benefits in the period in 
which a government becomes obligated to provide benefits to terminated employees. 
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2. CASH AND INVESTMENTS 

The City maintains a cash and investment pool for all funds. Certain restricted funds which are held and 
invested by independent outside custodians through contractual agreements are not pooled. These 
restricted funds include cash and investment held by trustees. 

A. Deposits 

The carrying amount of the City's cash deposit was a negative amount of $225,329 at June 30, 2006. Bank 
balances before reconciling items were $901,493 at June 30, 2006, the total amount of which was insured 
and/or collateralized with securities held by the pledging financial institutions in the City's name as 
discussed below. 

The California Government Code requires California banks and savings and loan associations to secure the 
City's cash deposits by pledging securities as collateral. This Code states that collateral pledged in this 
manner shall have the effect of perfecting a security interest in such collateral superior to those of a general 
creditor. Thus, collateral for cash deposits is considered to be held in the City's name. 

The market value of pledged securities must equal at least 110% of the City's cash deposits. California law 
also allows institutions to secure City deposits by pledging first trust deed mortgage notes having a value 
of 150% of the City's total cash deposits. The City may and has waived collateral requirements for cash 
deposits, which are fully insured up to $100,000 by the Federal Deposit Insurance Corporation. 

The City follows the practice of pooling cash and investments of all funds, except for funds required to be 
held by fiscal agents under the provisions of bond indentures. Interest income earned on pooled cash and 
investments is allocated on an accounting period basis to the various funds based on the period-end cash 
and investment balances. Interest income from cash and investments with fiscal agents is credited directly 
to the related fund. 

B. Investments 

Under the provisions of the City's investment policy, and in accordance with California Government Code, 
the following investments are authorized: 

Maximum Maximum 

Maximum Percentage of Investment in 

Authorized Investment Type Maturity Portfolio One Issuer 

Securities issued by the U.S. Treasury 5 years No limit No limit 

U.S. Agency Securities and Instrumentality 5years 70% 35% of portfolio 

Banker's acceptances 180 days 30% 5% of portfolio 

Non-negotiable certificates of deposit 3 years 30% 5% of portfolio 

Negotiable certificates of deposit 2years 30% 5% of portfolio 

Repurchase agreements 90 days 10% 5% of portfolio 

Local Agency Investment Fund N/A 65% 65% of portfolio 

San Mateo County Pool N/A 30% 30% of porfolio 

Money Market/Mutual Funds N/A 20% 20% of portfolio 

Prime Commercial Paper 270 days 15% $1 million 

Mid-term Corporate Notes 5years 10% $1 million 

46 

City of San Mateo 
Notes to Basic Financial Statements, Continued 
For the year ended June 30, 2006 
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B. Irrvestments, Continued 

In accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain investments and 
for External investment Pools, investments were stated at fair value using the aggregate method in all 
funds and component units, resulting in the following investment income in all funds and component 
units: 

Interest income $ 3,787,730 
Unrealized gain in changes in fair value ofinvestments ____ 4_9c,D_3_9_ 

Total investment income $ 3,836,769 

The City portfolio value fluctuates in an inverse relationship to any change in interest rate. 
Accordingly, if interest rates have risen, the portfolio value will have declined. lf interest rates have 
fallen, the portfolio value will have risen. In accordance with GASB Statement No. 31, the portfolio for 
year-end reporting purposes is treated as if it were all sold. Therefore, fund balance must reflect the 
portfolio's change in value. These portfolio value changes are unrealized unless sold. The City's policy 
is to buy and hold investments until maturity dates. 

The City's investments are carried at fair value as required by generally accepted accounting principles. 

The City is a voluntary participant in the Local Agency Investment Fund (LAlF) that is regulated by 
California Government Code Section 16429 under the oversight of the Treasurer of the State of California. 
The City's investments with LAlF at June 30, 2006, include a portion of the pool funds invested in 
Structured Notes and Asset-Backed Securities. These investments include the following: 

Structured Notes are debt securities (other than asset-backed securities) whose cash flow 
characteristics (coupon rate, redemption amount, or stated maturity) depend upon one or more indices 
and/ or that have embedded forwards or options. 

Asset-Backed Securities - the bulk of which are mortgage-backed securities, entitle their purchasers to 
receive a share of the cash flows from a pool of assets such as principal and interest repayments from a 
pool of mortgages (such as Collateralized .Mortgage Obligations) or credit card receivables. 

As of June 30, 2006, the City had $17,790,542 invested in LAlF, which had invested 2.567% of the pool 
investment funds in Structured Notes and Asset-Backed Securities. The LAlF fair value factor of 
0. 998185821 was used to calculate the fair value of the investments in LAlF. 

The City is also a voluntary participant in the San Mateo County Investment Fund (County Pool) that is 
regulated by California Government Code Section 16429 under the oversight of the Treasurer of the County 
of San .Mateo. The City reports its investment in the County Pool at the fair value amount provided by the 
County. Included in the County Pool's investment portfolio are US Treasury Notes, Obligations issued by 
agencies of the United States Government, LAlF, Corporate Notes, Commercial Paper, collateralized 
mortgage obligations, mortgage-backed securities, other asset-backed securities, and floating rate securities 
issued by federal agencies, government-sponsored enterprises, and corporations. 
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2. CASH AND INVESTMENTS, Continued 

C. Summary of Cash and Investments 

The following is a summary of cash and investments at June 30, 2006: 

Government-Wide Statement of Net Assets 

Cash and investments 

Restricted cash and investments 

Total cash and investments 

D. Risk Disclosures 

$ 

$ 

Governmental 

Activities 

103,449,727 $ 

33,188,1S8 $ 

Business-Type 

Activities Total 

13,773,32S $ 117,223,0S2 

14,912,47S $ 48,100,633 

$ 16S,323,685 

lnterest Risk: Interest rate risk is the market value fluctuation due to overall changes in the interest rates. lt 
is mitigated by limiting the average maturity of the City's portfolio not to exceed three years. 

Investments held in the City Treasury grouped by maturity date at June 30, 2006, are shown below: 

Investment Type 

Deposi!s 
Securi!ies o( US Govern men! 

Treasury and Agencies 

FFCB 

FHLB 

FHLMC 

FNMA 

USSecuri!ies 

Money Marke! 

Local Agency lnvesmen!s Funds 

San Ma!eo Coun!y Pool 

Time Deposi!s 

Total 

Fair Value 1 year or less 

(225,329) (225,329) 

7,879,200 5,927,800 

24,710,400 13,825,200 

14,765,700 5,949,800 

19,765,200 10,880,400 

17,746,500 15,771,600 

3,721,531 3,721,531 

17,790,542 17,790,542 

9,169,308 9,169,308 

1,900,000 1,900,000 

Investment Maturities (in years) 

1-2years 

1,951,400 

4,970,200 

6,875,300 

4,923,600 

990,800 

2-3 years 

5,915,000 

1,981,600 

984,100 

3-4years 4-5 years 

1,940,600 

1,979,600 

117,223,052 84,710,852 ----------,--'="='"='='=""= $ 8,880,700 $ 1,940,600 $ 1,979,600 

Liquidity Standard: As a means of maintaining liquidity, the City's investment policy limits are as follows: 

Maturity 

Up to six months 

Six months to five years 
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2. CASH AND INVESTMENTS, Continued 

D. Risk Disclosures, Continued 

Credit Risk. Credit risk is the risk that a security or a portfolio will lose some or all of its value due to a 
real or perceived change in the ability of the issuer to repay its debt. According to the City's investment 
policy, no more than 5% of the total portfolio may be invested in securities of any single issuer, other 
than the US Government, its agencies and instrumentalities, San Mateo County Pool and LAIF. lf a 
security is downgraded by either Moody's or S&P to a level below the minimum quality required by the 
City, it shall be the City's policy to sell that security as soon as practicable. 

At June 30, 2006, the City had the following deposits and investments: 

Credit Quality Ratings 

Fitch Moody's S&P 

Deposits P-0 AO 

lnvestments: 

Time Deposit of Certificates B orbett,,r 

Securities of US. Government Agencies: 

FFCB Aaa AAA 
FHLB Aaa AAA 
FHLMC Aaa AAA 
FNMA Aaa AAA 
US Treasuries Aaa AAA 

Local Agency lnvestment Funds Not Rated 

San Mateo County Pool AA/\11+ 

Money Market Funds Aaa AAA 

Custodial Credit Risk: For an investment, custodial credit risk is the risk that, in the event of the failure of the 
counter party, the City will not be able to recover the value of its investments or collateral securities that are 
in the possession of an outside party. None of the City's investments were subject to custodial credit risk 

3. INTERFUND TRANSACTIONS 

A. Due To/From Other Funds 

At June 30, 2006, the City had the following due to/from other funds: 

Due To Other Funds 

Non-major Governmental Funds 

Coll Enterprise Fund 

Total 
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Fund 

100,319 

147,362 

247,681 



City of San Mateo 
Notes to Basic Financial Statements, Continued 
For the year ended June 30, 2006 

3. INTERFUND TRANSACTIONS, Continued 

A. Due To/From Other Funds, Continued 

The amounts due to the general fund from other funds represent reclassified temporary negative cash 
balances pending grant reimbursements or other receivables. Current inter-fund balances arise in the 
normal course of operations and are expected to be repaid shortly after the end of the fiscal year. 

B. Transfers 

At June 30, 2006, the City had the following transfers in/ out which arise in the normal course of 
operations. 

Transfers In 

General Non-Major 

Projec!s ODA Governmen!al ln!ernal 

General Capi!al Projec!s Capi!al Projec!s Funds Service Funds Total 

Transfers Out 

Major Funds 

General 5,785,000 300,000 6,085,000 

RDA Deb!Servke 2,055,981 2,055,981 

Non-major Governmen!al Funds 1,515,000 414,441 297,859 2,227,300 

Total 1,515,000 6,199,441 2,055,981 297,859 300,000 10,368,281 

Transfers from the general fund to the capital projects fund represent the general fund funding capital 
projects mainly for streets, parks, and building component replacement. 

Transfers from the CDBG fund to the capital projects fund are for CDBG eligible projects. 

Transfers from gas tax fund to the general fund are for street related expenditures in the general fund. 

Transfers from gas tax fund to the capital projects fund are for street related expenditures in the capital 
projects fund. 

Transfers from the general fund to the internal service funds are for the purpose of bringing the funding 
levels in those funds to the policy level. 

Transfer from the solid waste fund to the capital projects are for the garbage transfer station. 

Transfer from the central parking improvement district fund to the capital projects are for the long 
range parking. 
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4. LOANS AND NOTES RECEIVABLE 

A. Government-Wide Financial Statements 

At June 30, 2006 the City's loans and notes receivable consisted of the following: 

Loans and notes receivable 

Allowances for]Jo~ntial forgiveness 

Loam and note8 receivable, net 

B. Fund Financial Statements 

40,220,673 

(6,279,254) 

33,941,419 

The City and the Agency engage in programs designed to encourage construction or improvement in 
low-to-moderate income housing or other projects. Under these programs, loans are provided under 
favorable terms to homeowners or developers who agree to spend these funds in accordance with the 
City's and Agency's terms. ln the governmental fund financial statements, these loans have been offset 
by deferred revenue as they are not expected to be repaid immediately. 

Loans and notes receivable, including accrued interest and related deferred revenue, comprised 
balances from the following programs, all of which are discussed below: 

B~bnce B~bnce 

Description Ye~rDue June30,2006 June 30, 2005 

Governmental Funds 

First-Time Homebuyer Lo~ns v~rious 16,567,851 16,345,722 

Home Reh~bilitatian Lo~ns v~rious 2,265,804 2,348,202 

106 N Eld om do 2036 450,000 450,00} 

DMcyBuilding WW 1,502,811 1,501,559 

Edgew~ter lsle Senior ApMtments W<S 3,320,141 3,238,383 

Belmont Building 2032 800,000 800,00} 

Merkel Building 2005/2011 22,882 45,625 

St M~tthew Hotel 2036 2,270,595 2,239,373 

Rotary H~dend~ 2058 4,078,564 4,028,00} 

Turning Point 2018 1,074,648 1,060,340 

12N ld~hoStreet 2034 110,436 110,436 

200 S DebwMe Street 2049 1,509,120 1,471,140 

Employees' Housing Assistance T'rogrnm v~rious 89,487 87,072 

232S Humboldt Street 2021 580,000 565,00} 

11 S DebwMeStreet 2032 909,942 885,050 

El C~mino family Housing 2042 3,744,730 3,643,150 

Droese Lo~n - Steiners Jewelry 2029 202,806 192,631 

Mitter Lo~n 2015 60,000 60,00} 

Sw~nsan -349North Cbremant w,; 106,507 7,688 

Lesley Found~tion 2020 95,807 '" Corn Lo~n 2026 2,967 

Total governmental funds 39,765,098 39,079,847 

lntern~l Service Funds 

Employee Lo~n Open 455,575 455,575 

Total 40,220,673 39,535,422 
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Notes to Basic Financial Statements, Continued 
For the year ended June 30, 2006 

4. LOANS AND NOTES RECEIVABLE, Continued 

B. Fund Financial Statements, Continued 

First-Time Homebuyer Loans 

The Redevelopment Agency has provided various loan programs for First Time Homebuyers since 
1989. In general they provide secondary financing for low and moderate buyers in the City of San 
Mateo that have deferred payments in order to allow the buyer to maximize their purchasing capacity. 
The various loan terms are described below: 

Gateway Commons Original Buyers - Second loans up to $45,000 accrue interest that compounds 
annually. Payment of principal and interest is paid upon sale of property. Units are sold at market 
value and the Agency also receives as payment a share of the appreciation based on the percentage 
of the Agency loan to original purchase price. The Agency has first right of refusal to purchase unit 
to roll over to new eligible buyer. 

First Time Buyer Resale Program - Subsequent buyers at Gateway Commons and other first time 
buyer complexes have different loan terms: Second loans up to $60,000 accrue interest that is 
compounded annually. The resale price is restricted by applying the percentage increase in median 
income from the time of the purchase date to the sale date, to the initial sales price. The Agency has 
the first right of refusal to roll unit to new eligible at the restricted sales price. The principal is 
repaid, but payment of the accrued interest is waived. lf the Agency does not exercise option to 
purchase, the unit can be sold at fair market value to a non-eligible buyer. In this case the principal, 
interest and appreciation share payment is paid to the Agency. 

Neighborhood Purchase Program - A second loan of up to 20% of the purchase price, or maximum 
of $60,000 accrues simple interest of 3% per year. This is an amortized loan where monthly 
payments are deferred for five years and then repaid over 25 years. This program is no longer 
active. There are no resale price restrictions. 

CASA Program - Secondary funds of up to 20% of the purchase price, or maximum of $60,000 are 
available from a partnership between the Agency and the program lender, City National Bank 
Buyers obtain a first loan with the bank The bank and the Agency each provide half of the 
secondary funds in second and third position respectively. Loan repayment is deferred until sale or 
refinance, at which time the original loan, plus a percentage of the appreciation is distributed to the 
Agency and the bank This program is no longer active. There are no resale price restrictions. 

Countywide Home Investment Partnership (CHIP) Program - This program provides a second loan 
of up to 20% of the purchase price, or maximum of $60,000. No interest and no payments are due 
for 10 years. Then payments are amortized at 4% for 25 years. Upon sale of the property or 
refinance, an appreciation share payment is due to the Agency. This program is designed to partner 
with other local secondary loan programs, such as the Community College District program that 
provides the same loan terms, only the interest and payments are deferred for five years. There are 
no resale price restrictions. 
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Notes to Basic Financial Statements, Continued 
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4. LOANS AND NOTES RECEIVABLE, Continued 

B. Fund Financial Statements, Continued 

Meadow Court Program -This program provides first-time homebuyers down payment assistance in 
an amount not to exceed $60,000 for the purchase of units at Meadow Court. The loans are secured 
by a second deed of trust to eligible home buyers who obtain a conventional mortgage from a private 
lender. The original term of the loan is 40 years with an interest rate varying between 4% and 10%. 
At year 31, provided that the property has not been sold or transferred, 10% of principal and interest 
will be forgiven each year until year 40, at which time the entire note is forgiven. 

At June 30, 2006, the balances of all First-Time Homebuyer loans amounted to $16,567,851. 

Home Rehabilitation Loans 

The City administers various housing rehabilitation loan programs using Community Development 
Block Grant funds, Redevelopment Agency Housing Set-Aside funds and City Housing funds. Under 
these Programs, individuals with incomes below a certain level are eligible to receive low interest, 
variable term loans, secured by deeds of trust for rehabilitation work on their homes. The maximum 
loan limit is $85,000 and $100,000 for historic properties. The loan repayments may be amortized over 
the life of the loans, deferred or a combination of both. 

106 N. Eldorado 

The City loaned $450,000 to Housing Association for the Needy and Dispossessed, Inc. (HAND), a non
profit organization, to acquire and rehabilitate six apartment units at 106 N. Eldorado for low-income 
housing. The loan bears no interest and is due in 40 years. lf the property has not been sold or 
transferred, beginning in 2027, ten percent of the principal will be forgiven annually until 2036, at which 
time the entire loan principal will be forgiven. 

Darcy Building 

On June 30, 2000, the City and the Agency had made four loans, the proceeds of which were used to 
conduct substantial rehabilitation and residential conversion of the Darcy Building for low income 
households. The loans carry interest at rates which vary from 0% to 5% with a term of 30 years. lf the 
property remains in the developer's hands, two of the loans allow partial forgiveness beginning in year 
30, with full forgiveness in year 40. 

Edgewater Isle Senior Apartments 

On June 30, 2000, the City and the Agency had a receivable from the Human Investment Project for the 
purchase and minor rehabilitation of ninety-two low and moderate income senior rental units at 
Edgewater Isle. Payments of principal and 3% interest are deferred until 2048 or the sale or transfer of 
the property. 
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4. LOANS AND NOTES RECEIVABLE, Continued 

B. Fund Financial Statements, Continued 

Belmont Building 

On June 30, 2000, the City and the Agency had made two loans, the proceeds of which were used to 
convert this building into six one-bedroom units for very low income families. The loans bear no 
interest and are for a term of 40 years. lf the property remains in the developer's hands, beginning in 
year 2023, ten percent of the principal will be forgiven annually until year 2032, at which time the entire 
loan principal will have been forgiven. 

Merkel Building 

The Agency holds a loan and second deed of trust in the amount of $100,000 at 5% interest for the 
rehabilitation and historic preservation of the Merkel Building. Payments on the loan, which was made 
in 1995, were deferred until 2000 and will be paid in full by 2012. 

St. Matthew Hotel 

On June 30, 2000, the City and the Agency had a receivable from a developer, which used these funds to 
rehabilitate this hotel into a single room occupancy development for very low-income households. 
Interest is at 0% to 3%; principal and interest are due in 2036. Annual payments on the 3% loan are 
based on available cash flow, if any. 

Rotary Hacienda 

In 1998, the Agency entered into a Development and Disposition Agreement with Rotary Hacienda Inc. 
for the construction and operation of an 82-unit senior rental housing project. The Agreement includes 
a promissory note in the amount of $968,383, which bears simple interest at a rate of 8.75% compounded 
annually, and is due on December 30, 2028. 

In 2003, the Agency entered into two Predevelopment Loan Agreements with Rotary Hacienda Inc. for 
the purchase of land and predevelopment of the Rotary Floritas Apartments project. The Agreement 
includes two promissory notes in the amount of $1,800,000 and $1,200,000, which bears a simple interest 
at 3.00% compounded annually, respectively. Both Agreements are due on October 30, 2058. 

Turning Point 

On June 26, 1988, the Agency and the Mid-Peninsula Coalition Belle Haven, Inc., entered into an 
agreement, which provided loans of $69,262 in City funds and $305,000 in Agency funds to assist with 
the acquisition and development of an emergency housing shelter called Turning Point. The loan bears 
no interest and is due in 2018; however, repayment is not required as long as the facility remains a 
shelter. 
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4. LOANS AND NOTES RECEIVABLE, Continued 

B. Fund Financial Statements, Continued 

12 N. Idaho Street 

In 1994, HAND, Inc., a non-profit organization, received loans of $100,000 from the Agency and $10,436 
from the City to assist in the purchase of a six-unit apartment building located at 12 N. Idaho Street to 
be used as an affordable housing complex. The Agency loan carries an interest rate of 10% and is for a 
period of 40 years and the City loan carries no interest and is for a period of 15 years. Principal 
payments on both loans are deferred until the earlier of sale or transfer of the property or the maturity 
date. 

200 S. Delaware Street 

On October 6, 1999, the City and the Agency loaned $1,216,000 to Housing Association for the Needy 
and Dispossessed, Inc. (HAND) to acquire and rehabilitate sixteen units at 200 S. Delaware Street for 
low-income housing. The loan bears an interest rate of 3%. Principal and interest are due in 2049. 
However, HAND has an option of renewing the loan agreement for another fifty years. 

Employees' Housing Assistance Program 

The City has a housing assistance program for City employees for housing located within San Mateo 
City limits. This program provides short-term loans up to $75,000 to finance rental deposits or dosing 
costs for home ownership. Loan repayments are deducted from employees' paychecks over a period of 
up to five years or are due upon leaving employment. 

232 S. Humboldt Street 

On February 9, 2001, the City and the Agency loaned $500,000 to Mateo Lodge, Inc., to rehabilitate nine 
units at 232 S. Humboldt Street for low-income housing. The loan bears an interest rate of 3%. Principal 
and interest are due in 2021. However, Mateo Lodge, Inc. has an option of renewing the loan agreement 
for another twenty years. 

11 S. Delaware Street 

On June 17, 2002, the City loaned $660,000 to HAND to acquire and rehabilitate eleven units at 11 S. 
Delaware Street for affordable housing. The loan bears an interest rate of 3%. Principal and interest are 
due in 2032. However, HAND has an option of renewing the loan agreement for another thirty years. 

El Camino Family Housing 

In December 2002, El Camino Family Housing, LP., received a loan of $3,386,000 from the Agency to 
develop the Santa Inez Apartments which is to be used as an affordable housing complex. The Agency 
loan carries an interest rate of 3% and is for a period of 40 years. Annual payments of principal and 
interest in the amount of $140,688 from the borrower's "available cash flow" will be required annually. 
In the event the "available cash flow" is inadequate to remain current, the loan shall nevertheless be due 
and payable in 40 years. 
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4. LOANS AND NOTES RECEIVABLE, Continued 

B. Fund Financial Statements, Continued 

Droese Loan - Steiners Jewelry 

On July 28, 2004, the City entered into loan agreement with Michael and Shawna Droese. The 
agreement includes two promissory notes in the amount of $100,000 and $85,000, which bears 5.5% 
interest rate. Payment shall be made in 300 equal payments of principal and interest at the rate of 
$614.09 due on the first day of every month starting October 1, 2004. Both agreements are due on 
October 1, 2029. 

Mitter Loan 

On June 6, 2005, the City entered into promissory note with Laurence Kelly Mitter to loan $60,000. The 
note carries no interest rate and is for a period of 10 years. Principal payment is deferred for the first 2 
years. Payments of $333.33 begin on August 1, 2007. 

Swanson Loan 

On January 1, 2005, the City loaned $7,500 to Angelina Swanson for architectural services and structural 
engineering test at 349 North Claremont Street. The loan bears an interest rate of 5%. Principal and 
interest payments are deferred for 20 years or until sale or transfer of the property. 

Lesley Foundation 

On June 14, 2005, the City entered into promissory note with Lesley Foundation. The note bears an 
interest rate of 3%. Payment shall be made in 180 equal payments of principal and interest at the rate of 
$828.70 due on the first day of every month starting October 1, 2005 until the principal is paid in full. 
The full amount of the loan agreement was for $120,000. At June 30, 2006, outstanding balance was 
$95,807. 

Cora Loan 

On April 26, 2006, the City entered two promissory notes with the Community Overcoming 
Relationship Abuse (CORA) in the amount of $75,000and $70,000. The notes bear an interest rate of 3%. 
Payments of principal and interest are deferred for 20 years or until sale or transfer of the property, 
whichever comes first, at such time the City of San Mateo may elect to extend or modify the loan terms. 

Employee Loan 

ln March 2003, a newly appointed City Attorney (Employee) received a loan of $455,575 from the City to 
assist with obtaining suitable housing. The City and the employee agreed to hold title to the property 
purchased as an investment and for use as a personal residence by Employee and his family. The 
agreement will terminate upon whichever of the following events shall first occur: (1) termination of the 
employment relationship between the City and the employee by either party, (2) the death of the 
employee, (3) the failure by the employee to occupy said Property as his principal place of residence for 
a period of ninety consecutive days. The City and the employee will share in the profits and losses of 
the property at 52.6% and 47.4%, respectively. 
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5. DEFERRED REVENUE 

A. Government-Wide Financial Statements 

Deferred revenues in Government-Wide Financial Statements represent amounts for which revenues 
have not been earned. At June 30, 2006, deferred revenues in the Government-Wide Financial 
Statements were as follows: 

Pre-paid summer course registration 

Pre-paid recreation classes 
Unearned grant revenues 

Total 

B. Fund Financial Statements 

Covemmental 

Activities 

684,014 

39,485 

8,385 

731,884 

At June 30, 2006, the following deferred revenues were recorded in the Fund Financial Statements 
because either the revenues had not been earned or the funds were not available to finance expenditures 
of the current period: 

Governmental Funds: 

City 

General Redevelopment Redevelopment Housing Non-Major 
Fund Capital Projects Special Revenues Fund Funds Total 

Interest Accruals· 

Long-term Notes Receivable 267,883 $ 19,886,620 3,247,652 6,638,473 30,040,628 

1st Time Home Buyer Loan 3,549,099 3,606,179 225,778 7,381,056 
Home Rehabilitation Loan 112,447 18,984 318,800 450,231 

11 S. Delaware Loan 80,192 80,192 
200 S. Delaware Loan 92,112 151,008 243,120 

Darcy Building 4,280 ,,oo 
Edgewater Isle Senior Apt Loan 487,530 107,341 594,871 

St. Matthew Hotel Loan 270,595 270,595 

El Camino FamilyHsg Loan 358,730 358,730 
Turning Point Loan 52,446 73,982 126,428 

Humboldt House Loan 21,600 58,400 80,000 
Rotary Floritas Loan 110,564 110,564 

Droese Loan 17,806 17,806 
Swanson Loan 3,904 3,904 

Lesley Foundation 2,693 2,693 
Prepaid Summer Course Registration 723,499 723,499 

Unearned Grant Funds 8,385 50ffi 

Total 723,499 285,689 $ 24,946,023 $ 6,872,815 $ 7,668,956 40,4%,982 
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6. DEFERRED CHARGES 

As of June 30, 2006, deferred charges for the Government-Wide Financial Statements consisted of the 
following: 

Balance 

July 1, 2005 Additions Deletions 

Governmental Activitie8: 

Bond issuance costs 1,139,400 (42,200) 

Bu8ine88-Type Mtivitie8: 

Bond issuance costs 783,860 (50,293) 

Total 1,923,260 (92,493) 

The amortization expense was $94,493 for the year ended June 30, 2006. 

7. CAPITAL ASSETS 

A. Government-Wide Financial Statements 

At June 30, 2006 the City's capital assets consisted of the following: 

Non-depreciable assets· 

L,90 

Construction in progress 

Total non-depredableassets 

Depreciable assets· 

Buildingsand improvements 

Treatment plant & transmission lines 

Machinery and equipment 

Infrastructure 

Less accumulated depredation· 

Buildingsand improvements 

Treatment plant & transmission lines 

Machinery and equipment 

Infrastructure 

Total accumulated depredation 

Total depredableassets 

Total capital assets 

Governmental 

Activities 

42,429,544 

59,291,347 

101,720,891 

34,736,349 

23,729,558 

346,838,692 

405,304,599 

14,838,263 

14,900,959 

137,220,%5 

166,%0,187 

238,344,412 

340,065,303 

58 

Business-Type 

Activities 

4,217,298 

29,008,768 

33,226,066 

11,790,%9 

127,487,021 

2,948,829 

142,226,819 

2,479,569 

63,179,862 

2,202,554 

67,861,985 

74,364,834 

107,590,900 

Balance 

June 30, 2006 

1,097,200 

733,567 

1,830,767 

Total 

46,646,842 

88,300,115 

134,946,957 

46,527,318 

127,487,021 

26,678,387 

346,838,692 

547,531,418 

17,317,832 

63,179,862 

17,103,513 

137,220,%5 

234,822,172 

312,709,246 

447,656,203 

City of San Mateo 
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7. CAPITAL ASSETS, Continued 

A. Government-Wide Financial Statements, Continued 

The following is a summary of changes in the capital assets for governmental activities during the fiscal 
year: 

Balance Balance 

July 1, 2005 Addi!ions Re!iremen!s ReclassiCica!ion June 30, 2006 

Non-depreciable asse!s 

wed 42,429,544 42,429,544 

Cons!ruc!ion in progress 38,7ffi,293 34,165,430 (13,577,376) 59,291,347 

To!al non-depreciable asse!s 81,132,837 34,165,430 (13,577,376) 101,720,891 

Depreciableasse!s 

Building and improvemen!s 37,145,541 (3,611,543) 1,202,351 34,736,349 

Machinery and equipmen! 23,3ffi,341 592,207 (480,091) 314,101 23,729,558 

ln(ras!ruc!ure 334,777,768 12,060,924 346,838,692 

To!al depreciable asse!s 395,226,650 592,207 (4,091,634) 13,577,376 405,304,599 

Less accumula!ed deprecia!ion 
Building and improvemen!s 17,500,760 949,046 (3,611,543) 14,838,263 

Machinery and equipmen! 13,894,922 1,459,503 (453,466) 14,900,959 
ln(ras!ruc!ure 129,035,486 8,185,479 137,220,965 

To!al accumula!ed deprecia!ion 160,431,168 10,594,028 (4,065,009) 166,960,187 

To!al depreciable asse!s, ne! 234,795,482 (10,001,821) (26,625) 13,577,376 238,344,412 

Total capital assets 315,928,319 24,163,609 (26,625) 340,065,303 

Depreciation expenses by program for capital assets for the year ended June 30, 2006 are as follows: 

General government 

Community development 

Public safety 

Public works 

Parks and recreation 

Library 

Total depredation exp en Be 
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409,686 

122,264 

686,238 

7,687,711 

1,553,176 

134,953 

10,594,028 
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For the year ended June 30, 2006 

7. CAPITAL ASSETS, Continued 

A. Government-Wide Financial Statements, Continued 

The following is a summary of changes in the capital assets for business-type activities during the fiscal 
year: 

Balance 

July1,2005 Addi!ions Retiremen!s 

Non-depreciable assets 

wed 4,217,298 

Cons!ruc!ion in progress 19,152,507 17,890,062 (691,836) 

To!al non-depreciableasse!s 23,369,805 17,890,062 (691,836) 

Depreciable asse!s 

Col( building and improvemen!s 11,790,969 

Sewer!rea!men! plan! 

and !ransmission lines 120,145,056 

Machinery and equip men! 3,179,158 194,412 (424,741) 

To!al depreciable assets 135,115,183 194,412 (424,741) 

Less accumula!ed deprecia!ion 

Col( building and improvemen!s 2,110,900 368,589 

Sewer!rea!men! plan! 

and !ransmission lines 60,320,539 2,859,323 

Machinery and equip men! 2,432,854 168,411 (398,711) 

To!al accumula!ed deprecia!ion 64,864,373 3,396,323 (398,711) 

To!al depreciable assets, net 70,250,810 (3,201,911) (26,030) 

Total capital assets 93,620,615 14,688,151 (717,866) 

Depreciation expenses for the year ended June 30, 2006 are as follows: 

B. Fund Financial Statements 

Sewer 

Coif 

Total depredation expen8e 

2,995,551 

400,772 

3,396,323 

Balance 

ReclassiCica!ion June 30, 2006 

4,217,298 

(7,341,965) 29,008,768 

(7,341,965) 33,226,066 

11,790,969 

7,341,%5 127,487,021 

2,948,829 

7,341,%5 142,226,819 

2,479,569 

63,179,862 

2,202,554 

67,861,985 

7,341,%5 74,364,834 

107,590,900 

The fund financial statements do not present General Government Capital Assets but are shown in the 
Reconciliation of the Governmental Funds Balance Sheet to the Government-Wide Statement of Net Assets. 
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8. LONG-TERM DEBT 

A. Governmental Activities 

The following is a summary of long-term debt transactions for the year ended June 30, 2006: 

Original Issue Balance Balance 
Amount July 1, 2005 Additions Deletions June 30, 2006 

Governmental Activities 

Bonds Payable 
Genernl Obligation Bonds 

Sei-ies 2000 12,000,000 11,435,000 (190,000) 11,245,000 

Sei-ies 2004A 23,000,000 23,000,000 (440,000) 22,560,000 
Sei-ies 20046 2,845,000 2,345,000 (435,000) 2,410,000 

Redevelopment Tax Allocation Bonds 

1997Series B 11,240,000 4,445,000 (1,220,000) 3,225,000 
2001 Series A 42,570,000 42,570,000 42,570,000 

2005 Series A 38,665,000 38,781,637 (4,230) 38,777,407 
2005 Series A, Housing Set-Aside 11,195,000 11,195,000 (170,000) 11,025,000 

Joint PoweT Financing AuthOTity 
Revenue Bonds, Series 2003 7,900,000 7,900,000 (130,000) 7,770,000 

Tola! bonds payable , 14~,41~,uuu , "142,11/"J,bc\1/ , , (2,b~~,2clU) , "Jcl~,b~2,4U1/ 

General Obligation Bonds, Series 2000 - Original Issue $12,000,000 

Due Within 
One YeaT 

205,000 

465,000 
455,000 

1,305,000 

310,000 

135,000 , c1,c12~,uuu 

On June 15, 2000, the City issued $12,000,000 principal amount General Obligation Bonds, Series 2000 
(General Obligation Bonds). The proceeds of the General Obligation Bonds were used to finance 
construction of a new main library and improvements to the City's branch libraries. 

The General Obligation Bonds mature annually through August 1, 2030 in the amounts ranging from 
$75,000 to $830,000 beginning August 1, 2001. The interest of the General Obligation Bonds is payable 
semi-annually on each February 1 and August 1, commencing February 1, 2001. The interest rate of the 
General Obligation Bonds ranges from 5.125% to 5.625%. The City is empowered and is obligated to 
levy ad valorem taxes, without limitation as to rate or amount upon all property subject to taxation of 
the City for the payment of interest and principal of the Bonds. The General Obligation Bonds are 
subject to optional and mandatory early redemption provisions. The outstanding balance of the 
General Obligation Bonds was $11,245,000 at June 30, 2006. 

The annual debt service requirements on the General Obligation Bonds are as follows: 

Year Ending 

June 30, Principal 

2007 $ 205,000 

2008 220,000 

2009 240,000 

2010 250,000 

2011 265,000 
2012-2016 1,550,000 
2017-2021 2,[65,000 

2022-2026 2,755,000 
2027-2030 3,705,000 

rota! ' ll,L4b,LIW 

Interest 

$ 618,977 

607,949 

595,874 

583,011 

569,327 

2,606,979 

2,114,858 

1,447,673 

545,765 

' Y,6YU,4B 
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$ 

Total 

823,977 

827,949 

835,874 

833,011 

834,327 

4,156,979 

4,169,858 

4,202,673 

4,250,765 

$ LLJ,<J.:lb,4B 



City of San Mateo 
Notes to Basic Financial Statements, Continued 
For the year ended June 30, 2006 

8. LONG-TERM DEBT, Continued 

A. Governmental Activities, Continued 

General Obligation Bonds, Series 2004 A - Original Issue $23,000,000 

On June 3, 2004, the City issued $23,000,000 principal amount General Obligation Bonds, Series 2004 A 
(General Obligation Bonds). The proceeds of the General Obligation Bonds were used to finance the 
construction completion of a new main library. 

The General Obligation Bonds mature annually through August 1, 2026 in the amounts ranging from 
$440,000 to $1,265,000 beginning August 1, 2005. The interest of the General Obligation Bonds is 
payable semi-annually on each February 1 and August 1, commencing February 1, 2005. The interest 
rate of the General Obligation Bonds ranges from 3.50% to 5.00%. The City is empowered and is 
obligated to levy ad valorem taxes, without limitation as to rate or amount upon all property subject to 
taxation of the City for the payment of interest and principal of the Bonds. The General Obligation 
Bonds are subject to optional and mandatory early redemption provisions. The outstanding balance of 
the General Obligation Bonds was $22,560,000 at June 30, 2006. 

The annual debt service requirements on the General Obligation Bonds are as follows: 

Year Ending 

June 30, Principal Interest Total 

2007 $ 465,000 $ 1,005,375 $ 1,550,375 

20IB 490,000 1,06S,663 1,558,663 

20[B 515,000 1,C61,075 1,566,075 

2010 545,000 1,031,844 1,576,844 

2011 570,000 1,010,226 1,580,226 

2012-2016 3,3C6,000 4,641,200 7,946,200 

2017-2021 4,195,000 3,736,250 7,931,250 

2022-2026 5,420,000 2,541,875 7,961,875 

2027-2031 7,055,000 %3,763 8,018,763 

Tmal $ 22,560,000 $ 17,130,271 $ 39,690,271 

General Obligation Refunding Bonds, Series 2004 B - Original Issue $2,845,000 

On June 3, 2004, the City issued $2,845,000 principal amount General Obligation Refunding Bonds, 
Series 2004 B (General Obligation Refunding Bonds). The proceeds of the General Obligation 
Refunding Bonds were used to refinance the outstanding General Obligation Refunding Bonds, Series 
1993 A, which were issued to advance refund the City of San Mateo General Obligation Bonds, Series 
1987A 
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8. LONG-TERM DEBT, Continued 

A. Governmental Activities, Continued 

General Obligation Refunding Bonds, Series 2004 B - Original Issue $2,845,000, Continued 

The General Obligation Refunding Bonds mature annually through July 1, 2010 in the amounts ranging 
from $435,000 to $510,000 beginning July 1, 2005. The interest of the General Obligation Refunding 
Bonds is payable semi-annually on each January 1 and July 1. The interest rate of the General 
Obligation Refunding Bonds ranges from 3.00% to 4.00%. The City is empowered and is obligated to 
levy ad valorem taxes, without limitation as to rate or amount upon all property subject to taxation of 
the City for the payment of interest and principal of the General Obligation Refunding Bonds. The 
outstanding balance of the General Obligation Refunding Bonds was $2,410,000 at June 30, 2006. 

The annual debt service requirements on the General Obligation Refunding Bonds are as follows: 

Year Ending 

June 30, Principal 

2007 $ 455,000 

2008 470,000 

2009 480,000 

2010 495,000 

2011 510,000 

Total $ 2,410,000 

Interest 

$ 81,413 

65,225 

48,600 

30,300 

10,200 

$ 235,738 

Total 

$ 536,413 

535,225 

528,600 

525,300 

520200 

$ 2,645,738 

Merged Area Tax Allocation Refunding Bonds, 1997 Series B - Original Issue $11,240,000 

On November 1, 1997, the Redevelopment Agency of the City issued $11,240,000 principal amount 
Redevelopment Merged Area Tax Allocation Refunding Bonds, 1997 Series B (the Series B Tax 
Allocation Refunding Bonds). The proceeds of the Tax Allocation Bonds were used to refund bonds 
previously issued by the City of San Mateo Joint Powers Financing Authority and paying for costs of 
redevelopment project. 

The Series B Tax Allocation Refunding Bonds mature annually through August 1, 2008 in the amounts 
ranging from $515,000 to $1,405,000 beginning August 1, 1998. The interest of Series B Tax Allocation 
Refunding Bonds is payable semi-annually on each February 1 and August 1. The interest rate of the 
Series B Tax Allocation Refunding Bonds ranges from 6.25% to 7.125%. The outstanding balance of the 
Series B Tax Allocation Refunding Bonds was $3,225,000 at June 30, 2006. The Series B Tax Allocation 
Refunding Bonds are subject to optional and mandatory early redemption provisions. 

The annual debt service requirements on the Series B Tax Allocation Refunding Bonds are as follows: 

YeaTEmling 

June 30, PTincipal TnteTest Total 

2007 1,305,000 183,291 1,488,291 

2008 1,405,000 86,747 1,491,747 

2009 515,000 18,347 533,347 

Total 3,225,000 288,385 3,513,385 
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8. LONG-TERM DEBT, Continued 

A. Governmental Activities, Continued 

Merged Area Tax Allocation Bonds, 2001 Series A - Original Issue $42,570,000 

On June 18, 2001, the Redevelopment Agency of the City (Agency) issued $42,570,000 principal amount 
Merged Area Tax Allocation Bonds, 2001 Series A (2001 Series A Bonds). The proceeds of the 2001 
Series A Bonds were used to finance various redevelopment projects in the project area. 

The 2001 Series A Bonds mature annually through August 1, 2025 in the amounts ranging from 
$1,050,000 to $3,585,000 beginning August 1, 2008. The interest of the 2001 Series A Bonds is payable 
semi-annually on each February 1 and August 1, commencing August 1, 2001. The interest rate of the 
2001 Series A Bonds ranges from 4.50% to 5.65%. The 2001 Series A Bonds are payable solely from and 
secured by a pledge of tax increment revenues allocated to the Agency. The 2001 Series A Bonds are 
subject to optional and mandatory early redemption provisions. The outstanding balance of the 2001 
Series A Bonds was $42,570,000 at June 30, 2006. 

The annual debt service requirements the 2001 Series A Bonds are as follows: 

Year Ending 

June 30, Principal Interest Total 

2007 $ $ 2,251,116 $ 2,251,116 

20IB 2,251,116 2,251,116 

20[B 1,050,000 2,227,491 3,277,491 

2010 1,645,000 2,164,797 3,809,797 

2011 1,725,000 2,004,759 3,809,759 

2012-2016 9,665,000 9,066,49', 18,731,499 

2017-2021 12,370,000 6,216,981 18,586,981 

2022-2025 16,115,000 2,347,811 18,462,811 

Tmal $ 42,570,000 $ 28,610,570 $ 71,180,570 

Merged Area Tax Allocation Bonds, 2005 Series A - Original Issue $38,665,000 

On June 1, 2005, the Redevelopment Agency of the City (Agency) issued $38,665,000 principal amount 
Merged Area Tax Allocation Bonds, 2005 Series A (2005 Series A Bonds). The proceeds of the 2005 
Series A Bonds were used to refund the 1997 Tax Allocation Bonds, Series A, to finance various 
redevelopment projects in the project area, and to pay the costs of issuance of the 2005 Series A bonds. 
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8. LONG-TERM DEBT, Continued 

A. Governmental Activities, Continued 

Merged Area Tax Allocation Bonds, 2005 Series A - Original Issue $38,665,000, Continued 

The 2005 Series A Bonds mature annually through August 1, 2032 in the amounts ranging from $450,000 
to $4,345,000 beginning August 1, 2007. The interest of the 2005 Series A Bonds is payable semi
annually on each February 1 and August 1, commencing August 1, 2005. The interest rate of the 2005 
Series A Bonds ranges from 3.50% to 5.00%. The 2005 Series A Bonds are payable solely from and 
secured by a pledge of tax increment revenues allocated to the Agency. The 2005 Series A Bonds are 
subject to optional and mandatory early redemption provisions. The outstanding balance of the 2005 
Series A Bonds was $38,665,000 at June 30, 2006. 

The annual debt service requirements the 2005 Series A Bonds are as follows: 

Year Ending 

June 30, Principal Interest Total 

2007 $ $ 1,679,546 $ 1,679,546 

2008 450,000 1,671,671 2,121,671 

2009 465,000 1,655,659 2,120,659 

2010 485,000 1,639,034 2,124,034 

2011 500,000 1,621,796 2,121,796 

2012-2016 2,780,000 7,828,632 10,608,632 

2017-2021 3,310,000 7,274,617 10,584,617 

2022-2026 4,0'10,000 6,531,889 10,571,889 

2027-2031 18,125,000 4,124,655 22,249,655 

2032-2033 8,510,000 376,250 8,886,250 

Subtotal 38,665,000 34,403,749 73,068,749 

Bond premium 112,407 112,407 

Total $ 38,777,407 $ 34,403,749 $ 73,181,156 

Merged Area Housing Set-Aside Tax Allocation Bonds, 2005 Series A - Original Issue $11,195,000 

On June 30, 2005, the Redevelopment Agency of the City (Agency) issued $11,195,000 principal amount 
Merged Area Housing Set-Aside Tax Allocation Bonds, Series A (2005 Housing Bonds). The proceeds of 
the Housing Bonds were used to refund 1997 Housing Bond, to pay the cost of increasing, improving, 
and preserving the supply of low and moderate income housing in the City, and to pay the costs of 
issuance of the 2005 Housing Bonds. 
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8. LONG-TERM DEBT, Continued 

A. Governmental Activities, Continued 

Merged Area Housing Set-Aside Tax Allocation Bonds, 2005 Series A - Original Issue $11,195,000, 
Continued 

The 2005 Housing Bonds mature annually through August 1, 2027 in the amounts ranging from 
$170,000 to $780,000 beginning August 1, 2005. The interest of the 2005 Housing Bonds is payable semi
annually on each February 1 and August 1. The interest rate of the 2005 Housing Bonds ranges from 
4.00% to 4.95%. The 2005 Housing Bonds are payable solely from and secured by a pledge of Housing 
Set-Aside amounts, which consist of certain tax increment revenues allocated to the Agency and 
required to be deposited into the Redevelopment Agency (Housing) Fund. The 2005 Housing Bonds are 
subject to optional and mandatory early redemption provisions. The outstanding balance of the 
Housing Bonds was $11,025,000 at June 30, 2006. 

The annual debt service requirements on the Housing Bonds are as follows: 

Year Ending 

jLme3D, Principal ln!Erest Total 

2007 $ 31D,OOD $ 500,728 $ 818,728 

20IB 32D,OOD 4%,128 816,128 
20[B 33D,OOD 483,128 813,128 

201D 345,00D 469,197 814,197 

2011 36D,OOD 454216 814216 

2D12-2D16 2,D45,00D 2,D19,359 4,064,359 

2D17-2D21 2,56D,OOD 1,491,552 4,[61,552 

2D22-2D26 3,225,00D 793,114 4,D18,114 

2D27-2D29 1,53D,OOD 76,478 1,686,478 

Tmal $ 11,D25,00D $ 6,791,9DD $ 17,816,900 

Joint Powers Financing Authority Revenue Bonds, Series 2003- Original Issue $7,900,000 

On October 30, 2003, the Authority issued $7,900,000 principal amount Joint Powers Financing 
Authority Revenue Bonds, Series 2003 (Revenue Bonds). The proceeds of the Revenue Bonds were 
provided finance expenditures related to the final closure of a former landfill site and construction of 
park improvements. The bonds mature annually each April 1 from 2006 to 2023, in amounts ranging 
from $150,000 to $290,000. 

The Revenue Bonds mature annually through August 1, 2022 in the amounts ranging from $130,000 to 
$270,000 beginning August 1, 2005. The interest of the Revenue Bonds is payable semi-annually on each 
February 1 and August 1. The interest rate of the Revenue Bonds ranges from 4.10% to 4.75%. The 
Revenue Bonds are solely payable from revenues of the Authority, consisting of base rental payments 
pursuant to a facility lease and installment payments made by the City to the Authority. The 
outstanding balance of the Revenue Bonds was $7,770,000 as of June 30, 2006. 
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8. LONG-TERM DEBT, Continued 

A. Governmental Activities, Continued 

B. 

Joint Powers Financing Authority Revenue Bonds, Series 2003 - Original Issue $7,900,000, Continued 

The annual debt service requirements on these bonds are as follows: 

Year Ending 

June 3D, Principal Interest Total 

2DD7 $ 135,DDD $ 358,8D3 $ 493,8D3 

2DD8 14D,DDD 353,166 493,166 

2DD9 15D,DDD 347,221 497,221 

2D1D 155,DDD 34D,968 495,968 

2D11 16D,DDD 334,51D 494,51D 

2D12-2D16 9D5,DDD 1,565,D18 2,47D,D18 

2D17-2D21 1,125,DDD 1,349,575 2,474,575 

2D22-2D26 1,41D,DDD 1,858,474 2,468,474 

2D27-2D31 1,795,DDD 677,944 2,472,944 

2D32-2D35 1,795,DDD 185,375 1,988,375 

Total $ 7,77D,DDD $ 6,571,854 $ 14,341,854 

HELP Loan Payable 

On September 18, 2003, the Redevelopment Agency of the City of San Mateo entered into a loan 
agreement with the California Housing Finance Agency to borrow $1,200,000. The purpose of the loan 
was to establish a predevelopment assistance program revolving loan fund that will be used to make 
bridge loans for site acquisition and predevelopment costs related to new construction or acquisition 
and rehabilitation of affordable multifamily rental units. The loan bears an interest rate of 3%. 
Principal and interest are due on September 18, 2013. The outstanding balance of the HELP loan was 
$1,200,000 as of June 30, 2006. 

HELP Loan Payable 

Original Issue 

Amoun! 

1,200,000 

Balance 

July1,2005 

1,200,000 
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Addi!ions Dele!ions 

Balance 

June 30, 2006 

1,200,000 

Due Wi!hin 

One Year 
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8. LONG-TERM DEBT, Continued 

C. Landfill Closure and Postciosure Costs Payable 

The City is responsible for dosing the East Third Avenue Waste Disposal and Landfill site in accordance 
with the California Code of Regulations under the jurisdiction of the California Integrated Waste 
Management Board. ln fiscal year 1992, the City developed a Closure Plan that it has been told will 
meet all regulatory requirements. As stated in the California Code of Regulations, Division 2 Title 27 
Article 2 Section 21180, "a) ... the landfill shall be maintained and monitored for a period of not less than 
thirty (30) years after the completion of closure of the entire solid waste landfill." The landfill is at 
capacity and inactive, final closure occurred in FY0S/06. 

As of June 30, 2006, the estimated amount of $3,750,000 has been recorded as Landfill Post-Closure 
Costs Payable in the Government-Wide Financial Statements. The Landfill Post-Closure Costs Payable 
is an estimate and subject to changes resulting from inflation/ deflation, technology, or changes in 
applicable laws or regulations. The amount of the current year adjustments was $618,500 deducted 
from the liability based on the estimated calculation of $125,000 per year for the next 30 years for the 
Post dos ure costs. 

Landfill Closure and Postclosure 

Costs Payable 

Total 

D. Vacation and Sick Leave Payable 

Balance 
Julyl,2005 

4,368,500 

4,368,500 

Additions Deletions 

(618,500) 

(618,500) 

Balance 
June 30, 2006 

3,750,000 

3,750,000 

Due Within 
One Year 

125,000 

125,000 

Employees accrue vacation up to certain maximums, based on the employee's bargaining unit. 
Employees may elect to be paid a portion of their vacation at various times according to the applicable 
Memorandum of Understanding. Sick leave may be accumulated without limit. Sick leave may be paid 
upon retirement up to 50% of the accumulated balance. 

The City accrues the liability for vacation and sick leave as it is earned by employees. The total amount 
of vacation and sick leave payable for all governmental funds is recorded in the Government-Wide 
Financial Statements. The amount of sick leave and vacation benefits payable outstanding was 
$4,943,348 as of June 30, 2006. 

Balance Balance Due Within 
July 1, 2005 Additions Deletions June 30, 2006 One Year 

Governmental Activities 
Vacation and Sick lease Payable 3,944,231 4,951,532 (4,492,701) 4,403,062 351,000 

Business-Type Activities 
Vacation and Sick lease Payable 487,247 527,784 (474,745) 540,286 39,000 
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E. Business-Type Activities 

Original 

Issue Balance Bond 

Sewer Revenue Bonds: 

Series19%A 

Series1998A 

Series1998B 

Series2003 

Total sewer revenue bonds 

San Mateo Joint Powers 

Financing Authority Revenue 

Bonds, Series 1'J99 Golf 

Course Project 

T•al 

Amount July 1, 2005 _A_d_d_iti_o_os ___ De_ls_l_lo_os_ --~-"-'"-"-' _ 

8,095,COO 5,090,000 

11,3ffi,COO 11,305,000 

13,555,COO 11,760,000 

16,300,COO 15,252,257 

49,255,COO 43,407,257 

10,400,COO 9,761,642 

59,655,COO 53,168,89:! 

(400,000) 

(695,000) 

(1,C95,000) 

(185,000) 

(1,200,000) 

111,003 

111,003 

3,774 

114,857 

Sewer Revenue Refunding Bonds, Series 1996A - Original Issue $8,095,000 

ws 
Balance Within 

June30,2006 Ole Year 

4,690,000 420,000 

11,305,000 

11,065,000 725,000 

15,363,340 

42,423,340 1,145,000 

9,580,416 200,000 

52,003,756 1,345,000 

On April 15, 1996, the City issued the Sewer Revenue Refunding Bonds, Series 1996A (Series 1996A 
Bonds), totaling $8,095,000. The purpose of the Series 1996A Bonds was to refinance the 1989 Sewer 
Revenue Bonds. 

The Series 1996A Bonds mature annually through August 1, 2014 in the amounts ranging from $285,000 
to $635,000 beginning August 1, 1996. The interest of the Series 1996A Bonds is payable semi-annually 
on each February 1 and August 1, commencing August 1, 1996. The interest rates of the Series 1996A 
Bonds range from 4.00% to 5.50%. The Series 1996A Bonds are payable solely from the net revenues of 
the Sewer Enterprise Fund. The Series 1996A Bonds are subject to optional and mandatory early 
redemption provisions. The outstanding balance of the unrefunded portion of the Series 1996A Bonds 
was $4,690,000 at June 30, 2006. 

The annual debt service requirements on the Series 1996A Bonds are as follows: 

Year Ending 

June 30, Principal lnleresl Total 

2007 420,000 242,820 662,820 

2008 440,000 220,670 660,670 

2009 465,000 196,908 661,908 

2010 490,000 171,355 661,355 

2011 515,000 143,963 658,963 

2012-2015 2,360,000 267,850 2,627,850 

Total 4,690,000 1,243,566 5,933,566 
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8. LONG-TERM DEBT, Continued 

E. Business-Type Activities, Continued 

Sewer Revenue Bonds, Series 1998A - Original Issue $11,305,000 and Sewer Revenue Refunding 
Bonds, Series 1998B - Original Issue $13,555,000 

On November 1, 1998, the City issued $11,305,000 principal amount Sewer Revenue Bonds, Series 1998A 
(Series 1998A Bonds) and $13,555,000 principal amount Sewer Revenue Refunding Bonds, Series 1998B 
(Series 1998B Bonds). The proceeds of the Series 1998A Bonds were used to finance capital 
improvements to the City's sewer system. The proceeds of the Series 1998B Bonds were used to refund 
a portion of the Sewer Revenue Bonds, Series 1992 and the Sewer Revenue Refunding Bonds, Series 
1996A 

The Series 1998A Bonds mature annually through August 1, 2028 in the amounts ranging from $575,000 
to $1,095,000. The interest rate of the Series 1998A Bonds ranges from 4.78% to 5.00%. The outstanding 
balance of the Series 1998A was $11,305,000 at June 30, 2006. 

The Series 1998B Bonds mature annually through August 1, 2017 in the amounts ranging from $115,000 
to $1,170,000. The interest rate of the Series 1998B Bonds ranges from 4.00% to 4.75%. The outstanding 
balance of the Series 1998B was $11,065,000 at June 30, 2006. 

The interest of the Series 1998A and Series 1998B Bonds is payable semi-annually on each February 1 
and August 1. The Series 1998A and Series 1998B Bonds are payable solely from the net revenues of the 
Sewer Enterprise Fund. The Series 1998A and Series 1998B Bonds are subject to optional and 
mandatory early redemption provisions. 

The annual debt service requirements on the Series 1998A and Series 1998B Bonds are as follows: 

Year Ending 

June 30, 

2007 

2008 

2009 

2010 

2011 

2012-2016 

2017-2021 

2022-2026 

2027-2029 

Tora! 

SeW€r Revenue Bonds 

$ 

Series 1998A 

Prirdpal 

575,000 

3,340,000 

4265,000 

3,125,000 

$ 

Interest 

560,985 

560,985 

560,985 

560,985 

560,985 

2,791,269 

2,277,554 

1,335,625 

239,625 

$ 11,305,000 $ 9,448,998 ----
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Series 1998El 

Principal 

$ 725,000 $ 
750,000 

785,000 

815,000 

850,000 

4,855,000 

2,285,000 

$ 11,065,000 $ 

Interest Total 

472,468 $ 1,758,453 

442,968 1,753,953 

412268 1,758,253 

379,860 1,755,845 

345,303 1,756,288 

1,119,419 9,340,688 

109,844 8,012,398 

5,600,625 

3,364,625 

3,282,130 $ 35,101,128 
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8. LONG-TERM DEBT, Continued 

E. Business-Type Activities, Continued 

Sewer Revenue Bonds, Series 2003 - Original Issue $16,300,000 

On November 19, 2003, the City issued Sewer Revenue Bonds, Series 2003 (Series 2003 Bonds), totaling 
$16,300,000. The purpose was to finance capital improvements to the City's sewer enterprise. The 
Series 2003 Bonds mature annually through August 1, 2028 in the amounts ranging from $100,000 to 
$1,860,000, beginning August 1, 2015. The interest on the Series 2003 Bonds is payable semi-annually on 
February 1 and August 1 of each year. The interest rates of the Series 2003 Bonds range from 3.75% to 
4.625%. The Series 2003 Bonds are payable solely from net revenues of the City's sewer enterprise. The 
Series 2003 Bonds are subject to early redemption provisions. The outstanding balance of the Series 
2003 Bonds was $16,300,000 at June 30, 2006. 

The annual debt service requirements on the Series 2003 Bonds are as follows: 

Year Ending 

June 30, 

2007 
2008 

2009 

2010 

2011 
2012-2016 
2017-2821 

2022-2826 

2027-2829 

Subtotal 

Bond Discount 

Total 

Principal 

$ 

100,000 
3,705,000 

7,190,000 

5,305,000 

16,300,000 

(936,660) 

$ 15,363,340 

Interest Total 

$ 728,254 $ 728,254 
728,254 728,254 

728,254 728,254 

728,254 728,254 

728,254 728,254 

3,639,395 3,739,395 
3,379,536 7,[184,536 

2,081,513 9,271,513 

376,591 5,681,591 

13,118,305 29,418,3[15 

(936,660) 

$ 13,118,305 $ 28,481,645 

San Mateo Joint Powers Financing Authority Revenue Bonds (Golf Course Project), Series 1999 -
Original Issue $10,400,000 

On June 22, 1999, the San Mateo Joint Powers Financing Authority (Authority) issued the City of San 
Mateo Joint Powers Financing Authority Revenue Bonds (Golf Course Project), Series 1999 (JPFA 
Revenue Bonds), totaling $10,400,000. The purpose of the JPFA Revenue Bonds was to finance 
reconstruction of the City's public golf course and replacement of the clubhouse. 

The JPFA Revenue Bonds mature annually through August 1, 2029 in the amounts ranging from $90,000 
to $695,000 beginning August 1, 2001. The interest of the JPFA Revenue Bonds is payable semi-annually 
on each February 1 and August 1. The interest rates of the JPFA Revenue Bonds range from 4.60% to 
5.50%. The JPFA Revenue Bonds are payable solely from golf course facility lease revenue of the 
Authority. The JPFA Revenue Bonds are subject to optional and mandatory early redemption 
provisions. The outstanding balance of the JPFA Revenue Bonds was $9,660,000 at June 30, 2006. 
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8. LONG-TERM DEBT, Continued 

E. Business-Type Activities, Continued 

9. 

A. 

San Mateo Joint Powers Financing Authority Revenue Bonds (Golf Course Project), Series 1999 -
Original Issue $10,400,000, Continued 

The annual debt service requirements for the JPFA Revenue Bonds at June 30, 2006, are as follows: 

Year Ending 
June3D, Principal lnhcrest Total 

2DD7 $ 200,00D $ 511,172 $ 711,172 
2DIB 22D,OOD 5Dl,4D2 721,4D2 
2DCB 23D,OOD 49D,77D 72D,77D 
2DID 24D,OOD 479,543 719,543 
2011 255,00D 467,413 722,413 

2D12-2D16 1,4SD,OOD 2,121,3Dl 3,6Dl,3Dl 
2D17-2D21 1,93D,OOD 1,168,565 3,[198,565 

2D22-2D26 2,53D,OOD 1,D68,D9D 3,598,D9CI 
2D27-2D3D 2,575,00D 292,463 2,867,463 

Subtotal 9,66D,OOD 7,100,724 16,768,724 

Bond Discount (79,584) (79,584) 

Total $ 9,588,416 $ 7,100,724 $ 16,681,148 

FUND BALANCES 

Reservations of Governmental Fund Balances 

Fund balances consist of reserved and unreserved amounts. Reserved fund balances represents hat 
portion of a fund balance which has been appropriated for expenditure or is legally segregated for a 
specific future use. The remaining portion is unreserved and may be designated or undesignated. 

Reserved for Encumbrances - Amounts reserved for open purchase orders and balance of loan 
commitments. 

Reserved for Petty Cash - Amounts reserved for petty cash is an item that does not represent 
available, spendable resources even though it is a component of assets. 

Reserved for Prepaids and Supplies - Amounts reserved for prepaids and supplies do not represent 
available, spendable resources even though they are components of assets. 

Reserved for Debt Service - Amounts reserved for the payment of principal and interest on long 
term liabilities. 

Reserved for Property Held for Resale - Amounts reserved for property held for resale is an item 
that does not represent available, spendable resources even though it is a component of assets. 
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9. FUND BALANCES, Continued 

B. Designations of Governmental Fund Balances 

Designations are imposed by City Council to reflect spending plans or concerns about the availability of 
future resources. Designations may be modified, amended or removed by Council action. 

Designated for Future Emergencies -Amounts are set aside for an unanticipated emergency such as 
a significant natural disaster. 

Designated for Future Year's Expenditures - Amounts used as a resource in the following fiscal 
year's budget. 

Designated for Construction - Amounts previously budgeted for capital improvements but not 
expended by year-end. 

Designated for HELP Loan Repayment - Amounts are set aside for the principal and interest 
payments of the HELP Loan. 

Designated for Service Stability -Amounts are set aside to offset a shortfall of revenue. 

r'roperty hddforre,ale 
DprtalproJ«::ts 

Unre.served,de.srgnated 
Futureemergencre.s 
Future years' 

«penMure, 
Con,tructron 
HELr loan repayment 
Servrce,tabrlrty 

Unre.served,undesrgnated, 
reported rn 
Gec.,ral/und 
DprtalproJ«::ts/und 
SpecralRevenue/und, 

Tutalfood balaoc<.< ' 

General 

469,785 
28,600 
64,697 

7,300,000 

1,920,000 

2,350,000 

24,881 

12157963 

Cec.,ral 
rro1«::ts 

Dertal rro1«::ts 

' 25,2:)5,060 

9,921,215 

' 35126,275 

Redevdopment R<devdopment 
Dertalrro1ect, se«:ralRevenue 

' 41,348 ' 35,652 

568,000 
6,810,498 

19,635,494 4,D:J,693 

1,300,000 2,200,000 
24(),689 6,435,920 

408,000 

558,950 
191,737 

' 28,589979 ' 13 9;1:J,002 

10. EXPENDITURES IN EXCESS OF APPROPRIATIONS 

'"' Non-Maj<)C 
R<devdopment Hou,rng Governmental 

OebtServre<e seecralRevenue Fund, 

' 11,308 ' 337,288 

7,322,000 2,867,000 

1,159,518 

370,()64 721,970 
5,924,074 

5,741,857 

' 7,322,()00 ' 381372 ' 16751;,:)7 

Total 
Governmental 

Fund, 

' 26,100,441 
28,600 
64,697 

10,757,000 
6,810,498 

24,928,705 

7,300,000 

16,433,249 
12,600,683 

408,000 
2,350,000 

24,881 

558,95:J 
5,933,.594 

' 114,299,298 

The following fund had departmental expenditures in excess of budget. Sufficient revenues were available 
to fund these expenditures: 

Funds 

Special Revenue Funds: 

Parking 

Debt Service Fund: 

Landfill Bond 

General Obligation 

Appropriations Expenditures 

$ 1,634,784 $ 1,698,396 

494,235 496,991 

2,896,173 2,896,522 
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11. RISK MANAGEMENT 

A. Coverage 

The City retains a level of risk for both general liability and worker's compensation. The City carries 
commercial insurance above this limit. The City maintains occurrence basis insurance coverage up to 
$10 million in excess of its $250,000 risk retention per occurrence for general liability, and $10 million in 
excess of its $1,000,000 risk retention for worker's compensation. The City does not have claims 
settlements exceeding insurance coverage for each of the past three fiscal years. 

B. Claims Activity 

The City's claims activity is recorded in its internal service funds. Estimated liabilities are recorded 
when it is probable that a loss has occurred and the amount of the loss can be reasonably estimated. 
Claims that have been incurred but not reported (lBNRs) are also included in the liability estimates. A 
summary of the changes in claims liabilities for the past three fiscal years follows: 

Claims Claims and 

For the Years Payable Changes in 

Ended June 30, July 1 Estimates 

Workers' Comrensation 

700, 5,759,000 1,519,000 

700S 5,759,000 1,941,000 

7000 5,759,000 1,688,618 

Dental 

700, 690,000 

700S 623,000 

7000 601,000 

General Liability 

700, 1,800,000 462,000 

700S 1,800,000 (364,000) 

7000 1,200,000 593,000 

12. EMPLOYEE RETIREMENT PLANS 

A. Pension Pian 

Claims 

Payments 

(1,519,000) 

(1,941,000) 

(1,047,618) 

(690,000) 

(623,000) 

(601,000) 

(462,000) 

(236,000) 

(593,000) 

Claims 

Payable 

June 30 

5,759,000 

5,759,000 

6,400,000 

1,800,000 

1,200,000 

1,200,000 

Due Within 

One Year 

1,000,000 

1,000,000 

1,000,000 

500,000 

500,000 

500,000 

Due More 

Than One Year 

4,759,000 

4,759,000 

5,400,000 

1,300,000 

700,000 

700,000 

All qualified permanent and probationary employees are eligible to participate in pension plans offered 
by the California Public Employees' Retirement System (PERS). 

Plan Description - PERS is an agent for participating public entities within the State of California. PERS 
provides retirement and disability benefits, annual cost-of-living adjustments, and death benefits to 
plan members and beneficiaries. State statutes and City resolution establish benefit provisions, which 
are reflected in a contract between the City and PERS. Copies of PERS' annual financial report may be 
obtained from CALPERS at P.O. Box 942709, Sacramento, California 94229-2709. 
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12. EMPLOYEE RETIREMENT PLANS, Continued 

A. Pension Pian, Continued 

Funding Policy - The Plan's provisions and benefits in effect at June 30, 2006, are summarized as 
follows: 

Slfety Miscellaneous 

Benefit vesting schedule 5 years service 5 years service 

Benefit payment monthly for life monthly for life 

Earliest retirement age 50 50 

Benefit factor for each year of service, 

as a % of annual salary 3% at age SO 2%atage55 

Required employee contribution rallcs 9% 7% 

Required employer contribution rates 35.344% 12800% 

Actuarially required contribution: 

Employer $ 6,377 }563 $ 2,961,987 

Employee $ 1,625,930 $ 1,578,199 

The Plans are funded by contributions from both the City and its employees. However, certain labor 
contracts require the City to also pay employee contributions. See the Required Supplementary 
Information for the Schedule of Funding Progress. 

Annual Pension Cost - For 2005-2006, the City's annual pension cost of $9,361,425 for PERS was equal to 
the City's required and actual contributions. The required contribution was determined as part of the 
June 30, 2003, actuarial valuation using the entry age normal actuarial cost method. The actuarial 
assumptions included (a) 7.75% investment rate of return (net of administrative expenses), (b) projected 
salary increases ranging from 3.25% to 14.45% for miscellaneous employees and from 3.25% to 13.15% 
for safety employees depending on age, service, and type of employment, and (c) 2% per year cost-of
living adjustments. Both (a) and (b) included an inflation component of 3%. The actuarial value of 
PERS assets was determined using techniques that smooth the effects of short-term volatility in the 
market value of investments over a three-year period. PERS unfunded actuarial accrued liability (or 
surplus) is being amortized as a level percentage of projected payroll on a closed basis. The average 
remaining amortization period at June 30, 2003, was 18 years for miscellaneous and 16 years for safety 
employees for prior and current service unfunded liability. 

THREE-YEAR TREND INFORMATION FOR PERS 

Annual PeTcentage 

Pension Cost ofAPC Net Pension 

Fiscal YeaT (APC) Contributed Obligation 

6/30/2004 4,237,080 100% 

6/30/2005 7,390,000 100% 

6/30/2006 9,361,425 100% 
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12. EMPLOYEE RETIREMENT PLANS, Continued 

B. Social Security 

The Omnibus Budget Reconciliation Act of 1990 (OBRA) mandates that public sector employees who 
are not members of their employer's existing retirement system as of January 1, 1992 be covered by 
either Social Security or an alternative plan. 

The City's part-time, seasonal and temporary employees are covered under an alternative savings plan, 
which requires these employees and the City to each contribute 3.75% of the employees pay for a total 
of 7.50%. 

Total contributions to Social Security, FlCA and MEDlCARE for all City employees during the year 
ended June 30, 2006 amounted to $5,150,611 of which the City paid one-half. 

13. POSTRETIREMENT HEALTH CARE BENEFITS 

The City provides postretirement health care benefits to all employees who retire from the City on or after 
attaining the age of 50 with at least five years of service. The City pays up to $160 per month towards each 
retired employee's health insurance premiums. Expenditures for postretirement health care benefits are 
recorded as incurred. During the fiscal year ended June 30, 2006 the City expended $729,175 on benefits for 
374 retirees. 

14. REDEVELOPMENT ACTlVITIES 

A. Century Theatres, Inc. Ground Lease 

ln September 1999 the City and the Agency entered into a development agreement and ground lease 
with Century Theatres, lnc. under which Century Theaters, lnc. will lease land from the City and 
construct and operate a Theatre and Plaza. The term of the lease is twenty years with five consecutive 
five-year options to extend. Upon termination of the lease, all Theatre and Plaza improvements will 
become the property of the City. 

As part of the agreement, the City will construct, operate and maintain a new parking garage and 
promenade using redevelopment tax increment, bonds and lease revenue from Century Theaters, lnc. 

B. Low and Moderate Income Housing Set-Aside 

The Agency is required to set aside 20% of all tax increment received annually in a low and moderate 
income-housing fund to be used to increase and improve the supply of low and moderate-income 
housing. The Agency has established the Redevelopment Agency (Housing) Fund for this purpose. 

C. School Facilities Agreement 

On November 20, 2000, the Agency entered into an agreement with the San Mateo-Foster City 
Elementary School District to contribute $2,357,400 toward the design and construction of the Bayside 
Middle School Theater Project. As of June 30, 2006, there was no required contribution made to the 
school facilities. 
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14. REDEVELOPMENT ACTIVITIES, Continued 

D. Pass-through Payments 

The Agency has a pass-through agreement with the County which requires it to pass-through certain 
portions of the tax increments it collects. ln fiscal year 2004, the Agency did not have any tax 
increments to pass through to the County. The Shoreline Redevelopment Area has reached the dollar 
limit under the agreement. The Agreement expires in 2008 for Downtown Redevelopment Area, or 
when a certain dollar amount has been passed through, whichever comes first. 

Under State Law known as AB 1290, the Agency is required to pass through to other taxing agencies a 
certain portion of tax increments, received from redevelopment areas formed or whose plans amended 
after 1996. Accordingly, the Agency passed through $1,472,435 in tax increments to other taxing 
agencies in fiscal year 2005. 

15. COMMITMENTS AND CONTINGENCIES 

A. Lawsuits 

The City is presently involved in certain matters of litigation that have arisen in the normal course of 
conducting City business. City management believes, based upon consultation with the City Attorney, 
that these cases, in the aggregate, are not expected to result in a material adverse financial impact on the 
City. Additionally, City management believes that the City's insurance programs are sufficient to cover 
any potential losses should an unfavorable outcome materialize. 

B. Federal and State Grant Programs 

The City participates in Federal and State grant programs. These programs are audited by the City's 
independent accountants in accordance with the provisions of the Federal Single Audit Act 
Amendments of 1996 and applicable State requirements. No cost disallowance is expected as a result of 
these audits; however, these programs are subject to further examination by the grantors. Expenditures 
which may be disallowed, if any, by the granting agencies cannot be determined at this time. The City 
expects such amounts, if any, to be immaterial. 

C. Commitments 

The following is a list of commitments at June 30, 2006: 

1. The City had committed approximately $2.9 million for construction the Main Library. 
2. The City had committed approximately $11.9 million for the Wastewater Treatment Plant 

Expansion Phase lL 

As of June 30, 2006, in the opinion of City management, there were no additional outstanding matters 
that would have a significant effect on the financial position of the funds of the City. 
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City of San Mateo 
Required Supplementary Information 
For the year ended June 30, 2006 

1. BUDGETS AND BUDGET ARY ACCOUNTING 

A. Budgetary Control and Budgetary Accounting 

The City uses a two-year financial plan for operations that is called the Business Plan. The Long-Term 
Capital Improvement Plan, which corresponds with the General Plan, is adopted on an incremental 
basis to coincide with the Business Plan. Budgets are adopted annually for all funds. Capital Projects 
are budgeted on a project length basis. 

The Business Plan and the Long-Term Capital Improvement Plan are adopted by City Council and can 
be amended only by City Council. The annual operating budget is adopted by City Council on or 
before June 30, and comprises the departmental operating budget and the capital improvement budget. 
The departmental operating budget may be reallocated among programs within a department, but 
expenditures may not exceed budgeted appropriations at the department level each year without 
Council acknowledgment and approval. Capital improvement expenditures may not exceed budgeted 
amounts without Council approval. 

The original budget includes amounts automatically carried over from the prior years' budget such as 
encumbrances. 

Annual budgets are adopted only for the General Fund, Special Revenue Funds, and Debt Service 
Funds. 

B. Encumbrances and Budgetary Financial Statements 

The City's budgets, and the accompanying budgetary financial statements, are prepared using 
encumbrance accounting. Encumbrance accounting requires that purchase orders, contracts and other 
commitments for the expenditure of monies be recorded as expenditures in order to reserve that portion 
of the applicable appropriation. Encumbrance accounting is employed as an extension of formal 
budgetary integration in all budgeted funds. Encumbrances outstanding at year-end are reported as 
expenditures in the budgetary financial statements. 

Unencumbered operating appropriations lapse at year-end, while capital improvement appropriations 
are carried over to subsequent years until projects are completed. 

C. Adjustments to GAAP Basis From Budgetary Basis 

City budgets are adopted on a basis consistent with generally accepted accounting principles (GAAP) 
except that encumbrances are considered budgetary expenditures in the year of the commitment of 
purchase, and capital projects expenditures are budgeted on a project length basis, as discussed above. 
The effects of these differences are shown as adjustments in the budgetary financial statements. 
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1. BUDGETS AND BUDGET ARY ACCOUNTING, Continued 

D. Budgetary Comparison Schedules 

The following are the budget comparison schedules for all major Governmental Funds. 

Budgeta!}' Comi;:,arison Schedule (Budgetary Basis), General Fund 

Budgeted Amounts Actual 

Ori!,inal Final Amounts 

REVENUES: 

Property taxes 24,706,000 24,706,000 27,034,392 
Sales taxes 15,900,000 15,900,000 16,141,282 
Other taxes 13,025,000 13,025,000 15,149,365 
Licenses, building and other permits 2,085,000 2,085,000 2,167,952 
Fines, forfeits and penalties 1,497,300 1,497,300 2,097,422 
lntaergovemmental 1,171,320 1,171,320 2,550,872 
Charges for services 5,053,915 5,053,915 5,236,515 
lnvestment income 675,000 675,000 1,289,043 
Other 1,450,605 1,450,605 1,678,628 

Total revenues 65,564,140 65,564,140 73,345,471 

EXPENDITURES: 

Current 

General government 

City Council 422,111 422,111 336,172 
City Manager 990,783 990,783 903,020 
City Clerk 411,054 411,054 425,748 
City Attorney 735,305 735,305 776,255 
Business services 2,558,424 2,558,424 2,198,290 
lnformation taechnology 2,806,352 2,806,352 2,786,187 
Human resources 1,306,157 1,306,157 1,325,414 

Community development 829,965 829,%5 811,619 
Public safety 

Police 23,044,393 23,444,393 23,595,646 
Fire 14,720,688 14,820,688 14,740,015 

Public works 3,758,339 3,758,339 3,773,474 
Parks and recreation 10,652,548 10,652,548 10,339,239 
Library 4,619,264 4,619,264 4,731,422 
Non-departmental 1,200,000 700,000 700,054 

Total expenditures 68,055,383 68,055,383 67,442,555 

REVENUES OVER (UNDER) EXPENDITURES (?;,491,243) (2,491,243) 5,902,916 

OTHER FlNANCING SOURCES (USES): 

Transfers in 1,515,000 1,515,000 1,515,000 
Transfers out (2,885,000) (6,085,000) (6,085,000) 

Total other financing sources (uses) (1,370,000) (4,570,000) (4,570,000) 

Net change in fund balances @,861,243) (7,061,243) 1,332,916 

FUND BALANCES: 

Beginning of year 10,355,262 

End of year, budgetary basis 11,688,178 
Adjustments to GAAP basis 

Encumbrance adjustments 469,785 

End of year 12157963 
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Variance with 

Final Budget 

Posi~ve 

(Ne!,ative) 

2,328,392 
241,282 

2,124,365 
82,952 

600,122 
1,379,552 

182,600 
614,043 
228,023 

7,781,331 

85,939 
87,763 

(14,694) 
(40,950) 
360,134 
20,165 

(19,257) 
18,346 

(151,253) 
80,673 

(15,135) 
313,309 

(112,158) 

" 612,828 

8,394,159 

8,394,159 
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1. BUDGETS AND BUDGET ARY ACCOUNTING, Continued 

D. Budgetary Comparison Schedules, Continued 

Budgetary Comparison Schedule (Budgetary Basis), Redevelopment Special Revenue Fund 

REVENUES: 

PrnpeTty taxes 

lnvestmentincome 

Total reverrues 

EXPENDITURES: 

Community development 

Capital outlay 

Debt services 

Principal 

lnteTest and fiscal chaTges 

Total expenditures 

Net change in fund balances 

FUND BALANCES: 

Beginning of yeaT 

End of yeaT, budgetaTy basis 

Adjustments to GAA P basis 

Encumbrnnce adjustments 

End of yeaT 

Budgered Amounts 

onpnal Final 

2,155,000 2,155,000 

150,000 150,000 

50,000 50,000 

2,355,000 2,355,000 

876,815 876,815 

6,250,000 6,250,000 

-,~ 886,585 

280,000 280,000 

8,293,400 8,293,400 

(5,938,400) (5,938,400) 

VaTiance with 

Final Budget 

Actual Positive 

Amounts (Ne2ative) 

2,156,731 1,731 

631,074 481,074 

277,456 227,456 

3,065,261 710,261 

807,082 69,733 

153,646 6,0%,.354 

170,000 716,585 

324,130 (44,130) 

1,454,858 6,838,542 

1,610,403 (6,128,281) 

12,330,858 

13,941,261 

28,740 

13 970 001 

Budgetary Comparison Schedule (Budgetary Basis), City Housing Special Revenue Fund 

REVENUES: 

lnvestmentincome 

OtheT 

Total revenues 

EXPENDITURES: 

Community development 

Total expenditures 

Net change in fund balances 

FUND BALANCES: 

Beginning of yeaT 

End of yeaT, budgetaTy basis 

Adjustments toGAAP basis 

Encumbrnnce adjustments 

End of yeaT 

Budg-=ted Amounts 

onpnal Final 

15,000 15,000 

43,000 43,000 

58,000 58,000 

563,203 563,203 

563,203 563,203 

(505,203) (505,203) 
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VaTiance with 

Final Budget 

Actual Positive 

Amounts (Neetive) 

9,301 (5,699) 

66,%1 23,%1 

76,262 18,262 

259,906 303,297 

259,906 303,297 

(183,644) 321,559 

553,708 

370,064 

11,308 

381,372 

City of San Mateo 
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1. BUDGETS AND BUDGET ARY ACCOUNTING, Continued 

E. Defined Pension Pian 

A schedule of funding progress for the past three actuarial valuations is presented below. 

Safety Plan 

(AJ (BJ (q (DJ (~ IB 
Unfunded 

(Overfunded) 

Unfunded Actuarial 

(Overfunded) Liability as 

Entry Age Actuarial Percentage of 

Actuarial Actuarial Actuarial Accrued Funded Covered 

Valuation As~, Accrued Liability Ratio Covered Payroll 

Date* Value Liability (B-A) (A/El) Payroll (C/E) 

6/30/2003 $ 136,190,578 $ 172,590,232 $ 36,399,654 78.9% $ 16,9'35,683 214.9% 

6/30/2004 143,303,856 180,7[6,037 37,401,181 79.3% 17,035,717 219.5% 

6/30/2005 153,052,%2 190,700,101 37,655,139 80.3% 17,131,754 219.8% 

Miscellaneous Plan 

(AJ (BJ (q (DJ (EJ IB 
Unfunded 

(Overfunded) 

Unfunded Actuarial 

(Overfunded) Liability as 

Entry Age Actuarial Percentage of 

Actuarial Actuarial Actuarial Accrued Funded Covered 

Valuation Asset Accrued Liability Ratio Covered Payroll 

Date* Value Liability (B-A) (A/El) Payroll (C/E) 

6/30/2003 $ 103,356,595 $ 116,410,546 $ 13,[63,951 88.8% $ 24,069,747 542% 

6/30/2001, 108,923,910 119,926,091 11,002,181 90.8% 22,492,818 48.9% 

6/30/20[6 115,743,147 128,534,184 12,791,037 90.0% 22,507,341 56.8% 

*Latest information available. 
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NON-MAJOR GOVERNMENT AL FUNDS 

SPECIAL REVENUES FUNDS 

Police Grants Fund accounts for the revenues and expenditures of State and Federal grants including 
State COPS (Supplemental Law Enforcement Services Fund), Local Law Enforcement Block Grant and 
Office of Traffic Safety grants. 

Community Development Block Grant Fund (CDBG) accounts for revenue and expenditures of CDBC 
funds awarded by the Department of Housing and Urban Development. 

Fire Protection Fund accounts for the fees charged and expenditure for activities relating to fire 
inspections and permits. 

HOME Fund accounts for revenue and expenditures of the Federal HOME grant program. 

Gas Tax Fund accounts for gasoline tax revenues as required by State law. 

Construction Services Fund accounts for revenue and expenditures of activities relating to building 
permits. 

Advance Planning Fund accounts for fees collected through building permits and expenditures for 
activities relating to long term planning, including the general plan update. 

Parking Fund accounts for parking meter revenues and expenditures of the City's downtown parking 
facilities. 

Solid Waste Fund accounts for garbage collection surcharge revenues. The use of funds is restricted by 
City ordinance to street cleaning and waste disposal. 

DEBT SERVICE FUNDS 

Landfill Bonds Fund accounts for debt service payments on revenue bonds issued to finance 
expenditures related to final closure of former landfill site and construction of park improvements. 

General Obligation Bonds Fund accounts for voter approved property tax revenues and debt service 
payments on general obligation bonds. 

CAPITAL PROJECTS FUND 

2% Hotel Tax Fund accounts for the voter approved 2% hotel tax revenue Measure C and the related 
transfers to the capital improvement fund. 
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City of San Mateo 
Combining Balance Sheet 

Non-Major Governmental Funds 

June 30, 2006 

Capital 

Special Revenue Special Revenue Debt Service Projects Total 

Community General Non Major 

Police Development Fire Construction Advance Solid Landfm Obligation 2% Hotel Governmental 

Grants Block Grant Protection HOMS Gas Tax Services T'lanning Parking Waste Bonds Bonds '" Funds 

ASSETS 

Cash and investments 78,382 no 3,640,673 3,804,777 67,095 2,335,333 1,043,126 520,168 1,846,521 1,908,182 15,244,477 

Restricted cash and investments 

held by fiscal agents 521,709 499,688 1,021,397 

Accounts receivable 91,672 113,740 65,575 ''° 68,511 340,268 

lnterest receivable 12,00J 12,00J 

Taxes receivable 162,897 174,441 188,884 79,336 605,558 

Loans and notes receivable 2,603,396 5,057,175 7,660,571 

Total assets 78,382 2,695,068 113,960 5,122,750 3,803,570 3,804,777 67,865 2,403,844 1,217,567 1,242,761 2,346,209 1,987,518 24,884,271 

LIABILITIES AND 

FUND BALANCES 

Liabilities: 

Accounts payable 15,930 47,819 19,592 28,967 14,235 11,703 56,964 195,210 

Accrued salaries and wages payable 10,771 11,364 37,182 1,039 62,632 6,451 24,119 14,521 168,079 

Due to other funds 32,232 32,518 35,569 100,319 

Deferred revenue 8,385 2,603,396 5,057,175 7,668,956 

Total liabilities 35,086 2,694,811 89,292 5,122,750 76,867 6,451 35,822 71,485 8,132,564 

Fund Balances: 

Reserved 

Encumbrances 21,079 46,916 16,229 172,423 5,941 9,065 65,635 337,288 

Debt service 838,00J 2,029,00J 2,867,00J 

Capital projects 1,159,518 1,159,518 

Unreserved 

Designated 

Construction 3,142,074 1,233,00J 721,00J 828,00J 5,924,074 

Debt service 404,761 317,209 721,970 

Undesignated 22,217 (46,659) 8,439 (172,423) 661,496 3,721,969 52,349 1,069,387 425,082 5,741,857 

Total fund balances 43,296 '" 24,668 3,803,570 3,727,910 61,414 2,368,022 1,146,082 1,242,761 2,346,209 1,987,518 16,751,707 

Total liabilities and fund balances 78,382 2,695,068 113,960 5,122,750 3,803,570 3,804,777 67,865 2,403,844 1,217,567 1,242,761 2,346,209 1,987,518 24,884,271 
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City of San Mateo 
Combining Statement of Revenues, Expenditures and Changes in Fund Balances 

Non-Major Governmental Funds 

For the year ended June 30, 2006 

Capital 

Special Revenue Special Revenue Debt Service Projects Total 

Community General Non-Major 

Police Development Fire Construction Advance Solid Landfm Obligation 2% Hotel Governmental 

Grants Block Grant Protection HOMS Gas Tax Services T'lanning Parking Waste Bonds Bonds '" Funds 

REVENUES: 

Property taxes 3,053,229 3,053,229 

Other taxes 644,432 w,m 
Special assessments 

Licenses, building and other permits 1,168,763 3,023,276 4,192,039 

Fines, forfeitures and penalties 3,284 3,284 

lntergovemmental 386,093 728,561 243,511 1,774,859 3,133,024 

Charges for services 391,031 358,295 ,,no 750,546 

lnvestment income 10,030 47,828 2,856 122,890 142,867 SM 79,622 43,812 35,251 38,944 57,202 581,806 

Ga.ball" collection surcharge 320,00J 713,445 1,033,445 

Parking meter, permits, and lease revenue 1,631,695 1,631,695 

Other revenues 167,308 10,037 342,468 342,024 861,837 

Total revenues 396,123 943,697 1,172,047 256,404 1,897,749 3,557,174 358,799 2,055,005 705,836 748,696 3,092,173 701,634 15,885,337 

EXPENDITIJRES: 

Current 

General government 

lnformation technology '"" "'" Community development 783,942 253,437 2,982,298 308,420 23,862 4,351,959 

Public safety 

Police 420,019 308,272 728,291 

Fire 1,469,686 1,469,686 

Public works 1,306,236 782,509 2,088,745 

Non-departmental 2,756 5,311 8,067 

Debt service 

Principal 130,00J 1,065,00J 1,195,00J 

lnterest and fiscal charges 364,235 1,826,211 2,190,446 

Total expenditures 420,019 783,942 1,469,686 253,437 3,028,143 308,420 1,638,370 782,509 496,991 2,896,522 12,078,039 

REVENUES OVER 

(UNDER) EXPENDITIJRES (23,896) 159,755 (297,639) 2,967 1,897,749 529,031 50,379 416,635 (76,673) 251,705 195,651 701,634 3,807,298 

OTHER FINANCING SOURCES (USES): 

Transfers in 297,859 297,859 

Transfers out (160,474) (2,967) (1,624,00J) (297,859) (88,00J) (29,00J) (25,00J) (2,227,300) 

Total other financing sources (uses) (160,474) 297,859 (2,967) (1,624,00J) (297,859) (88,00J) (29,00J) (25,00J) (1,929,441) 

Net change in fund balances (23,896) (719) no 273,749 231,172 50,379 328,635 (105,673) 251,705 170,651 701,634 1,877,857 

FUND BALANCES: 

Beginning of year 67,192 '" 24,448 3,529,821 3,496,738 11,035 2,039,387 1,251,755 991,056 2,175,558 1,285,884 14,873,850 

End of year 43,296 '" 24,668 3,803,570 3,727,910 61,414 2,368,022 1,146,082 1,242,761 2,346,209 1,987,518 16,751,707 
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City of San Mateo 
Schedule of Revenues, Expenditures and Changes in Fund Balances - Budget and Actual 

(Budgetary Basis) - 2% Hotel Tax Capital Project Fund 

For the year ended June 30, 2006 

REVENUES: 

OtheT laxes 

Investment income 

Total revenues 

TrnnsfeTS out 

Net change in fund balances 

FUND BALANCES: 

Beginning of yeaT 

End of yeaT, budgelaTy basis 

Adjustments lo CAAP basis: 

Encumbrance adjustments 

End of yeaT 

Budget Amounts 

Original Final 

650,000 650,000 

75,000 75,000 

725,000 725,000 

600,000 

725,000 125,000 

106 

Actual 

Amounts 

644,432 

57,202 

701,634 

701,634 

1,285,884 

1,987,518 

1,987,518 

Variance with 

Final Budget 

Positive 

(Negative) 

(5,568) 

(17,798) 

(23,366) 

600,000 

576,634 

INTERNAL SERVICE FUNDS 

Workers' Compensation Insurance Fund accounts for all workers' compensation self-insurance activities. 

Dental Self-Insurance Fund accounts for the City's self-insurance activities related to the dental plan it 
provides to its employees. 

Benefits Fund accounts for charges to other funds and expenditures relating to employee benefits other than 
those accounted for in the Worker Compensation and Dental Self-Insurance Funds. 

Comprehensive Liability Insurance Fund accounts for the general liability self-insurance transactions. 

Vehicle and Equipment Replacement Fund accounts for rental charges to City departments and the 
replacement of vehicles and equipment. 

Fleet and Building Maintenance Fund accounts for the charges to user deparhnents and the 

expenses relating the maintenance of the City vehicles and buildings. 
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City of San Mateo 
Combining Statement of Net Assets 

All Internal Service Funds 

June 30, 2006 

Workers' Comprehensive Vehicle & Fleet and 

Compensation Dental Liability Equipment Building 

lnsurnnce Self -lnsurnnce Benefits lnsurnnce Replacement Maint. Fund Total 

ASSETS 

Current assets 

Cash and investments 6,805,890 94,851 886,128 1,376,309 10,872,242 183,463 20,218,883 

l'repaids and supplies 100,000 50,000 134,249 284,249 

Total current assets 6,905,890 144,851 1,020,377 1,376,309 10,872,242 183,463 20,503,132 

Noncurrentassets 

Loans and notes receivable 455,575 455,575 

Capital assets 

Depreciable, net 3,256,984 3,256,984 

Total capital asset 3,256,984 3,256,984 

Total noncurrent assets 455,575 3,256,984 3,712,559 

Total assets 6,905,890 144,851 1,020,377 1,831,884 14,129,226 183,463 24,215,691 

LIABILITIES 

Liabilities: 

Current liabilities 

Accounts payable 114,575 42,017 @COO 132,429 219,358 143,040 1,311,919 

Accrued salaries and wall", payable 6,461 4,568 1,853 20,747 33,629 

Deposit payable 9,092 0% 9,888 

Claims and judgments payable 1,000,000 500,000 1,500,000 

Total current liabilities 1,130,128 42,813 665,068 634,282 219,358 163,787 2,855,436 

Noncurrent liabilities 

Claims and judgments payable 5,400,000 700,000 6,100,000 

Total noncurrent liabilities 5,400,000 700,000 6,100,000 

Total liabilities 6,530,128 42,813 665,068 1,334,282 219,358 163,787 8,955,436 

NET ASSETS 

lnvested in capital assets, net of related debt 3,256,984 3,256,984 

Restricted for 

Special projects 15,240 81,497 1,158,228 162,073 1,417,038 

Unrestricted 360,522 20,541 355,309 497,602 9,494,656 (142,397) 10,586,233 

Total net assets 375,762 102,038 355,309 497,602 13,909,868 19,676 15,260,255 
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City of San Mateo 
Combining Statement of Revenues, Expenses and Changes in Net Assets 

All Internal Service Funds 

For the year ended June 30, 2006 

Workers' Comprehensive Vehicle & Fleet and 

Compensation Dental Liability Equipment Building 

lnsurance Self -lnsurance Benefits lnsurance Replacement Maint. Fund Total 

OPERATING REVENUES: 

Charges for services 1,958,162 729,055 17,116,469 700,00J 2,118,348 2,465,272 25,087,306 

Other 195,301 14,531 6,658 216,490 

Total operating revenues 2,153,463 729,055 17,116,469 700,00J 2,132,879 2,471,930 25,303,796 

OPERATING EXPENSES: 

Costs of sales and services 2,240,692 696,984 16,896,673 1,257,627 804,218 2,598,888 24,495,082 

Administration 235,895 69,322 305,217 

Depredation and amortization 683,284 683,284 

Total operating expenses 2,476,587 696,984 16,896,673 1,326,949 1,487,502 2,598,888 25,483,583 

OPERATING INCOME (LOSS) (323,124) 32,071 219,796 (626,949) 645,377 (126,958) (179,787) 

NONOPERATING REVENUES EXPENSES: 

lnterest income 226,815 52,150 387,371 666,336 

Loss on disposal of assets (14,666) (14,666) 

Total nonoperating revenues (expenses) 226,815 52,150 372,705 651,670 

INCOME (LOSS) BEFORE TRANSFERS (96,309) 32,071 219,796 (574,799) 1,018,082 (126,958) 471,883 

Transfers in 300,000 300,00J 

Total transfers in (out) 300,000 300,00J 

Change in net assets 203,691 32,071 219,796 (574,799) 1,018,082 (126,958) 771,883 

NET ASSETS: 

Beginning of year 172,071 69,967 135,513 1,072,401 12,891,786 146,634 14,488,372 

End of year 375,762 102,038 355,309 497,602 13,909,868 19,676 15,260,255 
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City of San Mateo 
Combining Statement of Cash Flows 

All Internal Service Funds 

For the year ended June 30, 2006 

Workers' Comprehensive Vehicle & Fleet and 

Compensation Dental Liability Equipment Building 

lnsurance Self -lnsurance Benefits lnsurance Replacement Maint. Fund Total 

CASH FLOWS FROM OPERATING ACTIVITIES: 

Cash received from customers/ other funds 1,958,162 729,055 17,116,469 700,00J 2,118,348 2,471,352 25,093,386 

Cash payments to suppliers for goods and services (2,252,048) (701,544) (17,065,501) (1,184,732) (685,707) (2,695,291) (24,584,823) 

Cash paid to employees (234,916) 110 (69,296) ''° (303,612) 

Cash received from (payments to) others 836,301 14,531 6,658 857,490 

Net cash provided (used) by operating activities 307,499 27,511 51,098 (554,028) 1,447,172 (216,811) 1,062,441 

CASH FLOWS FROMNONCAPITAL FINANCING ACTIVITIES: 

Transfers in 300,00J 300,00J 

Net cash provided by non capital financing activities 300,00J 300,00J 

CASH FLOWS FROM CAPITAL AND RELATED 

FINANCING ACTIVITIES: 

Acquisition of capital assets (480,262) (480,262) 

Net cash provided by capital and related financing activities (480,262) (480,262) 

CASH FLOWS FROM INVESTING ACTIVITIES: 

lnterest income received 226,815 52,150 387,371 666,336 

Net cash provided (used) by investing activities 226,815 52,150 387,371 666,336 

Net increase (decrease) in cash and cash equivalents 834,314 27,511 51,098 (501,878) 1,354,281 (216,811) 1,548,515 

CASH AND CASH EQUIVALENTS: 

Beginning of year 5,971,576 67,340 835,030 1,878,187 9,517,961 400,274 18,670,368 

End of year 6,805,890 94,851 886,128 1,376,309 10,872,242 183,463 20,218,883 

RECONCILIATION OF OPERATING INCOME TO NET 

CASH PROVIDED BY OPERATING ACTIVITIES: 

Operating income ~oss) (323,124) $ 32,071 219,796 (626,949) 645,377 (126,958) $ (179,787) 

Adjustments to reconcile operating income ~oss) to net 

cash provided (used) by operating activities 

Depredation and amortization 683,284 683,284 

Chanll"s in assets and liabilities 

Accounts receivable 6,080 6,080 

l'repaids and supplies 1,207 1,207 

Accounts payable (11,356) (4,560) (170,035) 72,895 118,511 (96,403) (90,948) 

Accrued salaries and wall", payable '" 110 " ''° 1,605 

Claims and judgments payable 641,00J 641,00J 

Total adjustments 630,623 (4,560) (168,698) 72,921 801,795 (89,853) 1,242,228 

Net cash provided (used) by operating activities 307,499 27,511 51,098 (554,028) 1,447,172 (216,811) 1,062,441 
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APPENDIXD 

SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS 

Certain provisions of the Site Lease, Facility Lease, Installment Payment Contract 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 qualified 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 Facility Lease, the Installment Payment 
Contract 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 
herein will have the meaning assigned to such term in the Trust Agreement or, if not defined therein, in the Facility 
Lease or the Installment Payment Contract. 

"Act" means the Joint Exercise of Powers Act (being Chapter 5 of Division 7 of Title I of the Government 
Code of the State, 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 Facility Lease. 

"Authority" means the City of San Mateo Joint Powers Financing Authority created pursuant to the Act and 
its successors and assigns in accordance with the Trust Agreement. 

"Base Rental Payments" means all amounts payable to the Authority from the City as Base Rental 
Payments pursuant to the Facility Lease. 

"Bond Insurance Policy" means the municipal bond new issue insurance policy issued by the Bond Insurer 
that guarantees payment of principal of and interest on the Series 2007B Bonds. 

"Bond Insurer" means Financial Guaranty Insurance Company, a New York stock insurance company, or 
any successor thereto. 

"Bonds" means the Series 2007B Bonds and all Additional Bonds. "Series 2007B Bonds" means all bonds 
of the Authority authorized by and at any time Outstanding pursuant to the Trust Agreement and executed, issued 
and delivered in accordance with the provisions in the Trust Agreement concerning the Series 2007B Bonds. 
"Additional Bonds" means all bonds of the Authority authorized by and at any time Outstanding pursuant to the 
Trust Agreement and executed, issued and delivered in accordance with the additional bonds provisions of the Trust 
Agreement. "Serial Bonds" means Bonds for which no sinking fund payments are provided. "Term Bonds" means 
Bonds which are payable on or before their specified maturity dates from sinking fund payments established for that 
purpose and calculated to retire such Bonds on or before their specified maturity dates. 

"Business Day" means a day that is not a Saturday, Sunday or legal holiday on which banking institutions 
in the State of New York or the State of California are authorized to remain closed, or a day on which the Federal 
Reserve system is closed. 

"City" means the City of San Mateo, a municipal corporation and charter city, duly organized and existing 
under and by virtue of the laws of the State. 

"Code" means the Internal Revenue Code of 1986, as amended. 
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"Costs oflssuance" means all items of expense directly or indirectly payable by or reimbursable to the City 
or the Authority and related to the authorization, execution and delivery of the Facility Lease, the Site Lease, the 
Installment Payment Contract, the Trust Agreement and the issuance and sale of the Bonds, including, but not 
limited to, costs of preparation and reproduction of documents, costs of rating agencies and costs to provide 
information required by rating agencies, filing and recording fees, fees and charges of the Trustee, legal fees and 
charges, fees and disbursements of consultants and professionals, fees and charges for preparation, execution and 
safekeeping of the Bonds, title search and title insurance fees, fees of the Authority and any other authorized cost, 
charge or fee in connection with the issuance of the Bonds. 

"Debt Service" means, for any Fiscal Year or other period, the sum of (I) the interest accruing during such 
Fiscal Year or other period on all Outstanding Bonds, assuming that all Outstanding Serial Bonds are retired as 
scheduled and that all Outstanding Tenn Bonds are redeemed or paid from sinking fund payments as scheduled 
( except to the extent that such interest is to be paid from the proceeds of sale of any Bonds so long as such funded 
interest is in an amount equal to the gross amount necessary to pay such interest on the Bonds and is invested in 
Govennnent Securities which mature no later than the related Interest Payment Date), (2) the principal amount of all 
Outstanding Serial Bonds maturing during such Fiscal Year or other period, and (3) the principal amount of all 
Outstanding Tenn Bonds required to be redeemed or paid (together with the redemption premiums, if any, thereon) 
during such Fiscal Year or other period. 

"Demised Premises" means that certain real property situated in the City, described in Exhibit A to the 
Facility Lease, together with any additional real property added thereto by any supplement or amendment thereto; 
subject, however, to any conditions, reservations, and easements of record or known to the City. 

"Event of Default" will have the meaning specified in the Trust Agreement or the Installment Payment 
Contract, as applicable. See "Trust Agreement -Defaults and Remedies." 

"Facilities" means the Demised Premises and the Golf Course Project or any City buildings, other 
improvements and facilities, added thereto or substituted therefor, or any portion thereof, in accordance with the 
Facility Lease and the Trust Agreement; subject, however, to any conditions, reservations and easements of record 
known to the City. 

"Facility Lease" means that certain lease, entitled "Facility Lease (Golf Course Project)", by and between 
the City and the Authority, dated as of October I, 2007, 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. 

"Golf Course" means all facilities related to the municipal golf course located in the City and owned and 
operated by the City and all other properties, structures or works for such golf course, together with all additions, 
betterments, extensions or improvements to such facilities, properties, structures or works or any part thereof 
hereafter acquired and constructed. 

"Golf Course Project" means the various capital projects of the City as set forth in Exhibit C to the Facility 
Lease. 

"Golf Course Revenues" means all charges received for, and all other income and receipts derived by the 
City from, the ownership and operation of the Golf Course or arising therefrom, including all rates, fees and user 
charges received by the City for use of the Golf Course and all greens fees, driving range fees, food services and 
restaurant rental charges or similar fees or charges relating to the Golf Course, together with any receipts derived 
from the sale of any property pertaining to the Golf Course or incidental to thereof, together with all interest, profits 
and other income derived from the investment of moneys in any fund or account established under the Installment 
Payment Contract (other than the Rebate Fund) but exclusive of any moneys derived from the levy or collection of 
taxes or special assessments by the City, or refundable deposits made to establish credit and advances, or 
contributions in aid of construction, or other payments of a similar nature. 

"Govennnent Securities" means (I) cash; (2) US. Treasury Certificates, Notes and Bonds (including State 
and Local Govennnent Series-"SLGS"); (3) direct obligations of the US. Treasury which have been stripped by 
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the Treasury itself, such as CATS, TIGRS and similar securities; ( 4) Resolution Funding Corp. (REFCORP) strips 
(interest component only) which have been stripped by request to the Federal Reserve Bank of New York in book 
entry form; (5) pre-refunded municipal bonds rated "Aaa" by Moody's and "AAA" by S&P, or if not rated by 
Moody's, then pre-refunded bonds that have been pre-refunded with cash, direct US. or US. guaranteed 
obligations, or AAA-rated pre-refunded municipal obligations; (6) obligations issued by the following agencies 
which are backed by the full faith and credit of the US.: (a) U.S. Export-Import Bank direct obligations or fully 
guaranteed certificates of beneficial ownership, (b) Farmers Home Administration (FmHA) certificates of beneficial 
ownership, (c) Federal Financing Bank, (d) General Services Administration participation certificates, (e) US. 
Maritime Administration Guaranteed Title XI financing, (f) US. Department of Housing and Urban Development 
(HUD) Project Notes, Local Authority Bonds, New Communities Debentures--US. govenunent guaranteed 
debentures, and US. Public Housing Notes and Bonds--US. govenunent guaranteed public housing notes and 
bonds. 

"Installinent Payment Contract" means the Series 2007B Installment Payment Contract and all contracts of 
the City authorized and executed by the City under and pursuant to the Act, the Installment Payments under which 
are on a parity with the Series 2007B Installment Payments and are secured by a pledge of and lien on the Golf 
Course Revenues. "Series 2007B Installment Payment Contract" means the installment payment contract, dated as 
of October I, 2007, between the City and the Authority. 

"Installinent Payment Date" means February I, 2008 and thereafter on February I and August I of each 
year. 

"Installinent Payments" means the installment payments of interest and principal scheduled to be paid by 
the City under and pursuant to the Installment Payment Contract. "Series 2007B Installinent Payments" means the 
Series 2007B Installment Payments scheduled to be paid pursuant to the Series 2007B Installment Payment 
Contract. 

"Interest Payment Date" means February I and August I in each year, commencing February I, 2008. 

"Investment Securities" means any investments which at the time are legal investments under the laws of 
the State for moneys held under the Trust Agreement and then proposed to be invested therein, including, without 
limitation, the following: 

(a) Direct obligations of the United States of America and securities fully and unconditionally 
guaranteed as to the timely payment of principal and interest by the United States of America ("US. Government 
Securities"). 

(b) Direct obligations of the following federal agencies which are fully guaranteed by the full 
faith and credit of the United States of America: (I) Export-Import Bank of the United States - direct obligations 
and fully guaranteed certificates of beneficial interest, (2) Federal Housing Administration- debentures, (3) General 
Services Administration -participation certificates, (4) Govenunent National Mortgage Association ("GNMAs") -
guaranteed mortgage-backed securities and guaranteed participation certificates, (5) Small Business Administration 
- guaranteed participation certificates and guaranteed pool certificates, (6) US. Department of Housing & Urban 
Development - local authority bonds, (7) US. Maritime Administration - guaranteed Title XI financings, and (8) 
Washington Metropolitan Area Transit Authority - guaranteed transit bonds. 

( c) Direct obligations of the following federal agencies which are not fully guaranteed by the 
faith and credit of the United States of America: (I) Federal National Mortgage Association ("FNMAs") - senior 
debt obligations rated Aaa by Moody's and AAA by S&P, (2) Federal Home Loan Mortgage Corporation 
("FHLMCs") - participation certificates and senior debt obligations rated Aaa by Moody's and AAA by S&P, (3) 
Federal Home Loan Banks - consolidated debt obligations, ( 4) Student Loan Marketing Association - debt 
obligations, and (5) Resolution Funding Corporation - debt obligations. 

( d) The following are explicitly excluded from the securities enumerated in paragraphs (b) and ( c) 
above: (I) All derivative obligations, without limitation inverse floaters, residuals, interest-only, principal-only and 
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range notes, (2) Obligations that have a possibility of returning a zero or negative yield if held to maturity, (3) 
Obligations that do not have a fixed par value or those whose terms do not promise a fixed dollar amount at maturity 
or call date, and ( 4) Collateralized Mortgage-Backed Obligations ("CMOs"). 

( e) Direct, general obligations of any state of the United States of America or any subdivision or 
agency thereof whose uninsured and unguaranteed general obligation debt is rated, at the time of purchase, A2 or 
better by Moody's and A or better by S&P, or any obligation fully and unconditionally guaranteed by any state, 
subdivision or agency whose uninsured and unguaranteed general obligation debt is rated, at the time of purchase, 
A2 or better by Moody's and A or better by S&P. 

(f) Commercial paper (having original maturities of not more than 270 days) rated, at the time of 
purchase, P-1 by Moody's and A-1 or better by S&P. 

(g) Certificates of deposit, savings accounts, deposit accounts or money market deposits in 
amounts that are continuously and fully insured by the Federal Deposit Insurance Corporation ("FDIC"), including 
the Bank Insurance Fund, the Savings Association Insurance Fund and those of the Trustee and its affiliates. 

(h) Certificates of Deposit, deposit accounts, federal funds or bankers' acceptances (in each case 
having maturities of not more than 365 days following the date of purchase) of any domestic commercial bank or 
United States branch office of a foreign bank, provided that such bank's short-term certificates of deposit are rated 
P-1 by Moody's and A-1 or better by S&P (not considering holding company ratings). 

(i) Investments in money-market funds rated AAAm or AAAm-G by S&P, including funds for 
which the Trustee and its affiliates provide investment advisory or other management services. 

(j) State-sponsored investment pools rated AA- or better by S&P. 

(k) Repurchase agreements that meet the following criteria: 

(1) A master repurchase agreement or specific written repurchase agreement, 
substantially similar in form and substance to the Public Securities Association or Bond 
J\Aarket Association master repurchase agreement, governs the transaction. 

(2) Acceptable providers shall consist of (i) registered broker/dealers subject to 
Securities Investors' Protection Corporation ("SIPC") jurisdiction or commercial banks 
insured by the FDIC, if such broker/dealer or banks has an uninsured, unsecured and 
unguaranteed rating of A3/P-l or better by Moody's and A-/A-1 or better by S&P, or (ii) 
domestic structured investment companies approved by the Bond Insurer and rated Aaa 
by Moody's and AAA by S&P. 

(3) The repurchase agreement shall require termination thereof if the 
counterparty's ratings are suspended, withdrawn or fall below A3 or P-1 from Moody's, 
or A- or A-1 from S&P. Within ten days, the counterparty shall repay the principal 
amount plus any accrued and unpaid interest on the investments. 

(4) The repurchase agreement shall limit acceptable securities to US. 
Govenunent Securities and to obligations of GNMA, FNMA or FHLMC described in 
(b)(4), (c)(l) and (c)(2) above. The fair market value of the securities in relation to the 
amount of the repurchase obligation, including the principal and accrued interest, is equal 
to a collateral level of at least 104% for US. Govenunent Securities and 105% for 
GNMAs, FNMAs or FHLMCs. The repurchase agreement shall require (i) the Trustee or 
the Agent to value the collateral securities no less frequently than weekly, (ii) the 
delivery of additional securities if the fair market value of the securities is below the 
required level on any valuation date, and (iii) liquidation of the repurchase securities if 
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following criteria: 

any deficiency in the required percentage is not restored within two (2) business days of 
such valuation. 

(5) The repurchase securities shall be delivered free and clear of any lien to the 
Trustee or to an independent third party acting solely as agent ("Agent") for the Trustee, 
and such Agent is (i) a Federal Reserve Bank, or (ii) a bank which is a member of the 
FDIC and which has combined capital, surplus and undivided profits or, if appropriate, a 
net worth, of not less than $50 million, and the Trustee shall have received written 
confirmation from such third party than such third party hold such securities, free and 
clear of any lien, as agent for the Trustee. 

(6) A perfected first security interest in the repurchase securities shall be 
created for the benefit of the Trustee, and the Authority and the Trustee shall receive an 
opinion of counsel as to the perfection of the security interest in such repurchase 
securities and any proceeds thereof 

(7) The repurchase agreement shall have a term of one year of less, or shall be 
due on demand. 

(8) The repurchase agreement shall establish the following as events of 
default, the occurrence of any of which shall require the immediate liquidation of the 
repurchase securities, unless the Bond Insurer directs otherwise: (i) insolvency of the 
broker/dealer or commercial bank serving as the counterparty under the repurchase 
agreement, (ii) failure by the counterparty to remedy any deficiency in the required 
collateral level or to satisfy the margin maintenance call under item k( 4) above, or (iii) 
failure by the counterparty to repurchase the repurchase securities on the specified date 
for repurchase. 

(1) Investment agreements (also referred to as guaranteed investment contracts) that meet the 

(1) A master agreement or specific written investment agreement governs the 
transaction. 

(2) Acceptable providers of uncollateralized investment agreements shall 
consist of (i) domestic FDIC insured commercial banks, or US. branches of foreign 
banks, rated at least Aa2 by Moody's and AA by S&P, (ii) domestic insurance companies 
rated Aaa by Moody's and AA by S&P, and (iii) domestic structured investment 
companies approved by the Bond Insurer and rated Aaa by Moody's and AAA by S&P. 

(3) Acceptable providers of collateralized investment agreements shall consist 
of (i) registered broker/dealers subject to SIPC jurisdiction, if such broker/dealer has an 
uninsured, unsecured and unguaranteed rating of Al or better by Moody's and A+ or 
better by S&P, (ii) domestic FDIC-insured commercial banks or US. branches of foreign 
banks, rated at least Al by Moody's and A+ by S&P, (iii) domestic insurance companies 
rated at least Al by Moody's and A+ by S&P, and (iv) domestic structured investment 
companies approved by the Bond Insurer and rated Aaa by Moody's and AAA by S&P; 
required collateral levels shall be as set forth in (1)(6) below. 

(4) The investment agreement shall provide that if the provider's rating fall 
below Aa3 by Moody's or Aa- by S&P, the provider shall within ten days either (i) repay 
the principal amount plus any accrued interest on the investment, or (ii) deliver Permitted 
Collateral as provided below. 
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(5) The investment agreement must provide for termination thereof if the 
provider's ratings are suspended, withdrawn or fall below A3 from Moody's or A- from 
S&P. Within ten days, the provider shall repay the principal amount plus any accrued 
interest on the agreement, without penalty to the Authority. 

(6) The investment agreement shall provide for the delivery of collateral 
described as follows ("Permitted Collateral") which shall be maintained at the following 
collateralization levels at each valuation date: (i) US. Government Securities at 104% of 
principal plus accrued interest, or (ii) obligations of GNMA, FNMA or FHLMC at 105% 
of principal and accrued interest. 

(7) The investment agreement shall require the Trustee or Agent to determine 
the market value of the Permitted Collateral not less than weekly and notify the 
investment agreement provider on the valuation day of any deficiency. Permitted 
Collateral may be released by the Trustee to the provider only to the extent there are 
excess amounts over the required levels. J\Aarket value, with respect to the collateral, 
may be determined by any of the following methods: (i) the last quoted "bid" price as 
shown in Bloomberg, Interactive Data Systems, Inc., The Wall Street Journal or Reuters, 
(ii) valuation as performed by a nationally recognized pricing service, whereby the 
valuation method is based on a composite average of various bid prices, or (iii) the lower 
of two bid prices by nationally recognized dealers. Such dealers or their parent holding 
companies shall be rated investment grade and shall be market makers in the securities 
being values. 

(8) Securities held as Permitted Collateral shall be free and clear of all liens 
and claims of third parties, held in a separate custodial account and registered in the name 
of the Trustee or the Agent. 

(9) The provider shall grant the Trustee or the Agent a perfect first security 
interest in ay collateral delivered under an investment agreement. For investment 
agreements collateralized initially and in connection with the delivery of Permitted 
Collateral under 1(6) above, the Trustee and the Bond Insurer shall receive an opinion of 
counsel as to the perfection of the security interest in the collateral. 

(10) The investment agreement shall provide than moneys invested under the 
agreement must be payable and putable at par to the Trustee without condition, breakage 
fee or other penalty, upon not more than two business days' notice, or immediately on 
demand for any reason for which the funds invested may be withdrawn from the 
applicable fund or account established under the authorizing document, as well as the 
following: (i) in the event of a deficiency in the debt service account, (ii) upon 
acceleration after an event of default, (iii) upon refunding of the Bonds in whole or in 
part, (iv) reduction of the debt service reserve requirement for the Bonds, or (v) if a 
determination is later made by a nationally recognized bond counsel that investment must 
be yield-restricted. Notwithstanding the foregoing, the agreement may provide for a 
breakage fee or other penalty that is payable in arrears and not as a condition of a draw by 
the Trustee if the Authority's obligation to pay such fee or penalty is subordinate to its 
obligation to pay debt service on the Bonds and to make deposits to the Reserve Fund. 

(11) The investment agreement shall establish the following as events of 
default, the occurrence of any of which shall require the immediate liquidation of the 
investment securities: (i) failure of the provider or the guarantor (if any) to make a 
payment when due or to deliver the Permitted Collateral of the character, at the times or 
in the amounts described above, (ii) insolvency of the provider or the guarantor (if any) 
under the investment agreement, (iii) failure by the provider to remedy any deficiency 
with respect to required Permitted Collateral, (iv) failure by the provider to make a 
payment or observe any covenant under the agreement, (v) the guaranty (if any) is 
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terminated, repudiated or challenged, or (vi) any representation of warranty furnished to 
the Trustee or the Authority in connection with the agreement is false or misleading. 

(12) The investment agreement must incorporate the following general criteria: 
(i) "cure periods" for payment default shall not exceed two business days, (ii) the 
agreement shall provide that the provider shall remain liable for any deficiency after 
application of the proceeds of the sale of any collateral, including costs and expenses 
incurred by the Trustee or the Bond Insurer, (iii) neither the agreement or guaranty 
agreement, if applicable, may be assigned ( except to a provider that would otherwise be 
acceptable under the guidelines) or amended without the prior consent of the Bond 
Insurer, (iv) if the investment agreement is for the Reserve Fund, reinvestment of funds 
shall be required to bear interest at a rate at least equal to the original contract rate, (v) the 
provider shall be required to immediately notify the Bond Insurer and the Trustee of any 
event of default or any suspension, withdrawal or downgrade of the provider's ratings, 
(vi) the agreement shall be unconditional and shall expressly disclaim any right of set-off 
or counterclaim, (vii) the agreement shall require the provider to submit information 
reasonably requested by the Bond Insurer, including balance invested with the provider, 
type and market value of collateral and other pertinent information. 

(m) Forward delivery agreements in which the securities delivered mature on or before each 
interest payment date (for debt service or the Reserve Fund) or draw down date (construction funds) that meet the 
following criteria: 

(1) A specific written investment agreement governs the transaction. 

(2) Acceptable providers shall be limited to (i) any registered broker/dealer 
subject to the Securities Investors' Protection Corporation jurisdiction, if such 
broker/dealer or bank has an uninsured, unsecured and unguaranteed obligation rated 
A3!P-l or better by Moody's and A-/A-1 or better by S&P, (ii) any commercial bank 
insured by the FDIC, if such bank has an uninsured, unsecured and unguaranteed 
obligation rated A3!P-l or better by Moody's and A-/A-1 or better by S&P, and (iii) 
domestic structured investment companies approved by the Bond Insurer and rated Aaa 
by Moody's and AAA by S&P 

(3) The forward delivery agreement shall provide for termination or 
assignment (to a qualified provider hereunder) of the agreement if the provider's ratings 
are suspended, withdrawn or fall below A3 or P-1 from Moody's or A- or A-1 from S&P. 
Within ten days, the provider shall fulfill any obligations it may have with respect to 
shortfalls in market value. There shall be no breakage fee payable to the provider in such 
event. 

(4) Permitted securities shall include the investments listed in (a), (b) and (c) 
above. 

(5) The forward delivery agreement shall include the following provisions: (i) 
the permitted securities must mature at least one business day before a debt service 
payment date or scheduled draw. The maturity amount of the permitted securities must 
equal or exceed the amount required to be in the applicable fund on the applicable 
valuation date; (ii) the agreement shall include market standard termination provisions, 
including the right to terminate for the provider's failure to deliver qualifying securities 
or otherwise to perform under the agreement. There shall be no breakage fee or penalty 
payable to the provider in such event; (iii) any breakage fees shall be payable only on 
debt service payment dates and shall be subordinated to the payment of debt service and 
debt service reserve fund replenishments; (iv) the provider must submit at closing a 
bankruptcy opinion to the effect that upon any bankruptcy, insolvency, or receivership of 
the provider, the securities will not be considered to be a part of the provider's estate, and 
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otherwise acceptable to the Bond Insurer; and (v) the agreement may not be assigned 
( except to a provider that would otherwise be acceptable under these guidelines) or 
amended without the prior written consent of the Bond Insurer. 

(n) Forward delivery agreements in which the securities delivered mature after the funds may be 
required by provide for the right of the Authority or the Trustee to put the securities back to the provider under a put, 
guaranty or other hedging agreement, only with the prior written consent of the Bond Insurer. 

(o) Maturity of investments shall be governed by the following: (I) investment of monies (other 
than reserve funds) shall be in securities and obligations maturing not later than the dates on which such monies will 
be needed to make payments; (2) investments shall be considered as maturing on the first date on which they are 
redeemable without penalty at the option of the holder or the date on which the Trustee may require their repurchase 
pursuant to repurchase agreements; and (3) investment of monies in reserve funds not payable upon demand shall be 
restricted to maturities of five years or less. 

(p) Local Agency Investment Fund of the State of California or any successor fund established 
pursuant to California law; provided that the Trustee may restrict investments in the Local Agency Investment Fund 
to the extent required to keep monies available for the purposes of the Trust Agreement. 

"Joint Powers Agreement" means the Joint Exercise of Powers Agreement by and between the City and the 
Redevelopment Agency of the City of San Mateo, dated April I, 1993, as originally executed and as it may from 
time to time be amended or supplemented pursuant to the provisions thereof and of the Trust Agreement. 

"Maintenance and Operation Costs" means the reasonable and necessary costs of maintaining and operating 
the Golf Course, calculated in accordance with generally accepted accounting principles, including (without 
limitation) the reasonable expenses of management, repair and other expenses necessary to maintain and preserve 
the Golf Course in good repair and working order, and reasonable amounts for administration, overhead, wages of 
employees, insurance, taxes (if any) and other similar costs or charges required to be paid by the City to comply 
with the law or of the Bonds such as compensation of the Trustee, fees for credit enhancement of the Bonds, and 
accountant and engineering fees, but excluding in all cases (a) depreciation and obsolescence charges or reserves 
therefor, amortization of intangibles, or other bookkeeping entries of a similar nature, (b) all costs paid from the 
proceeds of taxes received by the City, and (c) all interest charges and charges for the payment of principal, or 
amortization, of bonded or other indebtedness of the City. 

"Net Proceeds" means, when used with respect to any insurance or condemnation award, the proceeds from 
such insurance or condemnation award remaining after payment of all expenses (including attorneys' fees) incurred 
in the collection of such proceeds. 

"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 Facility 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 Facility Lease in the office of the County Recorder of the County of San 
Mateo and which the City certifies in writing will not materially impair the use of the Facilities; (3) the Site Lease, 
as it may be amended from time to time, and the Facility Lease, as it may be amended from time to time; ( 4) the 
Trust Agreement, as it may be amended from time to time; (5) any right or claim of any mechanic, laborer, 
materialman, supplier or vendor not filed or perfected in the manner prescribed by law; (6) 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 ownership interests 
of the Authority or use of the Facilities by the City; and (7) subleases and assignments of the City which will not 
adversely affect the exclusion from gross income of interest on the Bonds, including but not limited to subleases that 
are necessary or convenient for the purposes of operating restaurant, pro shop, driving range or other portions of the 
Golf Course Project. 

"Phase of the Project" means the Golf Course Project or such Subsequent Phase of the Project to which 
reference is made. 
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"Principal Payment Date" means any date on which principal of the Bonds is required to be paid (whether 
by reason of maturity, redemption or acceleration). 

"Prior Bonds" means the City of San Mateo Joint Powers Financing Authority Revenue Bonds (Golf 
Course Project), Series 1999, issued in the original aggregate principal amount of $10,400,000. 

"Project" means the Golf Course Project and certain other capital improvement projects of the City and all 
Subsequent Phases of the Project. 

"Rental Payment Period" means the twelve month period commencing August 1 of each year and ending 
the following July 31, and the initial period commencing on the effective date of the Facility Lease and ending the 
following July 31. 

"Reserve Facility" means a surety bond or insurance policy issued to the Trustee, on behalf of the 
Bondholders, by a company licensed to issue an insurance policy guaranteeing the timely payment of the principal 
of and interest on the Bonds (a "municipal bond insurer") if such municipal bond insurer will be rated in the highest 
rating categories issued by Moody's and by S&P, or a letter of credit issued or confirmed by a state or national bank, 
or a foreign bank with an agency or branch located in the continental United States, which has outstanding an issue 
of unsecured long term debt securities rated at least equal to the second highest rating category by Moody's and 
S&P, or any combination thereof, deposited with the Trustee by the Authority to satisfy the Reserve Fund 
Requirement. 

"Reserve Facility Costs" means repayment of draws under the Reserve Facility, plus all related reasonable 
expenses incurred by the Reserve Facility provider, plus interest thereon at the Reserve Facility Rate. 

"Reserve Facility Rate" means the lesser of: (i) the prime rate of Citibank, NA, in effect from time to time 
plus 2% per annum, and (ii) the maximum rate permissible under applicable usury or similar laws limiting interest 
rates. The Reserve Facility Rate shall be computed on the basis of the actual number of days elapsed over a year of 
360 days. In the event Citibank, NA. ceases to announce its prime rate publicly, prime rate shall be the publicly 
announced prime or base lending rate of such national bank as the Reserve Facility provider shall specify. 

"Reserve Fund Requirement" means with respect to all Outstanding Bonds an amount equal to the lesser of 
(i) the maximum annual debt service attributable to the Outstanding Bonds and (ii) 125% of average annual debt 
service attributable to the Outstanding Bonds; provided that with respect to the calculation of the Reserve Fund 
Requirement upon the issuance of an Additional Series of Bonds the Reserve Fund Requirement will be the least of 
(i) or (ii) above, or the amount derived by the addition of 10% of the proceeds from the sale of such Series of 
Additional Bonds to the Reserve Fund. 

"Revenues" means (i) all Base Rental Payments and other payments paid by the City and received by the 
Authority pursuant to the Facility Lease (but not Additional Payments), (ii) all Installinent Payments paid by the 
City and received by the Authority pursuant to the Installment Payment Contract, and (iii) all interest or other 
income from any investment of any money in any fund or account (other than the Rebate Fund) established pursuant 
to the Trust Agreement. 

"Site Lease" means that certain lease, entitled "Site Lease," by and between the City and the Authority, 
dated as of October 1, 2007, 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. 

"Subsequent Phase of the Project" means any and all facilities and buildings for use by the City, whether 
within or without the City, and all additions, extensions or improvements thereto hereafter added to the Project and 
hereafter described by a notice to the Trustee. 
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"Tax Certificate" means the Tax Certificate and Agreement delivered by the Authority and the City at the 
time of the issuance and delivery of a Series of Bonds, as the same may be amended or supplemented in accordance 
with its terms. 

SITE LEASE 

The City leases to the Authority and the Authority hires from the City, on the terms and conditions set forth 
in the Site Lease, the real property situated in the City of San Mateo, State of California, and described in Exhibit A 
attached to the Site Lease, together with any additional real property added thereto by any supplement or 
amendment thereto, or any real property substituted for all or any portion of such property in accordance with the 
Site Lease and the Trust Agreement; subject, however, to any conditions, reservations, and easements of record or 
known to the City and the buildings and all other facilities located thereon. 

The term of the Site Lease as to the Facilities will commence on the date ofrecordation of the Site Lease in 
the office of the County Recorder of San Mateo County, State of California, or on November 1, 2007 whichever is 
earlier, and will end on August 1, 2029, unless such term is extended or sooner terminated as provided in the Site 
Lease. If on August 1, 2029 the Bonds or Reserve Facility Costs will not be fully paid, or if the rental or other 
amounts payable under the Facility Lease will have been abated at any time and for any reason, then the term of the 
Site Lease will be extended until 10 days after the Bonds or Reserve Facility Costs will be fully paid, except that the 
term of the Site Lease will in no event be extended beyond August 1, 2039. If prior to August 1, 2029 all Bonds and 
Reserve Facility Costs, will be fully paid, the term of the Site Lease will end 10 days thereafter or upon written 
notice by the City to the Authority, whichever is earlier. 

The City covenants that it is either the owner in fee of or has a valid leasehold interest in the Demised 
Premises. The City further covenants and agrees that if for any reason this covenant proves to be incorrect, the City 
will either institute eminent domain proceedings to condemn the property or institute a quiet title action to clarify the 
City's title, and will diligently pursue such action to completion. 

FACILITY LEASE 

Lease of Facilities 

The Authority leases to the City and the City leases from the Authority the Facilities, including the 
Demised Premises; subject, however, to all easements, encumbrances, and restrictions that exist at the time of the 
commencement of the term of the Facility Lease. The City agrees and covenants during the term of the Facility 
Lease that, except as provided therein, it will use the Facilities for public and City purposes so as to afford the public 
the benefits contemplated by the Facility Lease. 

Term; Occupancy 

The term of the Facility Lease will commence on the date ofrecordation of the Facility Lease in the office 
of the County Recorder of San Mateo County, State of California, or on November 1, 2007, whichever is earlier, and 
will end on August 1, 2029, unless such term is extended or sooner terminated as provided in the Facility Lease. If 
on August 1, 2029, the Bonds or the Reserve Facility Costs have not been fully paid, or if the rental payable under 
the Facility Lease has been abated at any time and for any reason, then the term of the Facility Lease will be 
extended until all Bonds and Reserve Facility Costs will be fully paid, except that the term of the Facility Lease will 
in no event be extended beyond August 1, 2039. If prior to August 1, 2029, all Bonds and Reserve Facility Costs 
will be fully paid, or provision therefor made, the term of the Facility Lease will end 10 days thereafter or upon 
written notice by the City to the Authority, whichever is earlier. 

Purpose of Lease 

The City covenants that during the term of the Facility Lease, except as provided in the Facility Lease, (a) it 
will use, or cause the use of, 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 
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of the Facilities which would jeopardize in any way the insurance coverage required to be maintained pursuant to 
the Facility Lease. 

Substitution 

The City and the Authority may substitute real property as part of the Facilities for purposes of the Facility 
Lease, but only as set forth in the Facility Lease provided the City has filed with the Authority and the Trustee, with 
copies to each rating agency then providing a rating for the Bonds, all of the following: 

(a) Executed copies of the Facility Lease or amendments thereto containing the amended 
description of the Facilities, including the Demised Premises, including the legal description of the Demised 
Premises as modified if necessary. 

(b) A Certificate of the City with copies of the Facility Lease or a Site Lease, if needed, or 
amendments thereto containing the amended description of the Facilities stating that such documents have been duly 
recorded in the official records of the County Recorder of San Mateo County. 

(c) A Certificate of the City evidencing that the annual fair rental value of the Facilities which 
will constitute the Facilities after such substitution will be at least equal to 100% of the maximum amount of Base 
Rental Payments becoming due in the then current year ending July 31 or in any subsequent year ending July 31. 

(d) A Certificate of the City stating that, based upon review of such instruments, certificates or 
any other matters described in such Certificate of the City, the City has good merchantable title to the Facilities 
which will constitute the Facilities after such substitution. The term "Good Merchantable Title" shall mean such 
title as is satisfactory and sufficient for the needs and operations of the City. 

(e) A Certificate of the City stating that such substitution does not adversely affect the City's use 
and occupancy of the Facilities. 

(f) 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 the Constitution and laws of the State and the Trust 
Agreement; (ii) complies with the terms of the Constitution and laws of the State and of the Trust Agreement; 
(iii) will, upon the execution and delivery thereof, be valid and binding upon the Authority and the City; and 
(iv) will not cause the interest on the Bonds to be included in gross income for federal income tax purposes. 

(g) The written consent of the Bond Insurer approving such substitution, which the Bond Insurer 
has agreed to provide so long as the foregoing conditions (a) to (f), inclusive, have been satisfied. Each of the 
certificates and opinions described in said conditions (a) to (f) shall be addressed to the Bond Insurer and shall be in 
form and substance satisfactory to the Bond Insurer. 

Rental Payments 

Base Rental Payments. The City agrees to pay to the Authority, as Base Rental Payments for the use and 
occupancy of the Facilities, including the Demised Premises (subject to the provisions of the Facility Lease) annual 
rental payments with principal and interest components, the interest components being payable semi-annually, in 
accordance with the Rental Payment Schedule attached to the Facility Lease as Exhibit B and made a part thereof 
Base Rental Payments will be calculated on an annual basis, for the twelve-month periods commencing on August 1 
and ending on July 31, and each annual Base Rental will be divided into two interest components, due on February 1 
and August 1, and one principal component, due on August 1, except that (a) no principal component shall be 
payable until August 1, 2010, and (b) the first Base Rental Payment period commences on the date of recordation of 
the Facility Lease and ends on July 31, 2008. Each Base Rental Payment installment will be payable on the 25th 
day of the month immediately preceding its due date and any interest or other income with respect thereto accruing 
prior to such due date. The interest components of the Base Rental Payments will be paid by the City as and 
constitute interest paid on the principal components of the Base Rental Payments to be paid by the City under the 
Facility Lease, computed on the basis of a 360-day year composed of twelve 30-day months. Each annual payment 
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of Base Rental (to be payable in installments as aforesaid) will be for the use of the Facilities, including the Demised 
Premises. 

If the term of the Facility Lease will have been extended pursuant to the terms thereof, Base Rental 
Payment installments will continue to be due on February I and August I in each year, and payable prior thereto as 
hereinabove described, continuing to and including the date of termination of the Facility Lease. Upon such 
extension of the Facility Lease, the City will deliver to the Trustee a Certificate setting forth the extended rental 
payment schedule, which schedule will establish the principal and interest components of the Base Rental Payments 
so that the principal components will in the aggregate be sufficient to pay all unpaid principal components with 
interest components sufficient to pay all unpaid interest components plus interest and to pay any Reserve Facility 
Costs. 

Additional Payments. The City will also pay such amounts (the "Additional Payments") as will be 
required by the Authority for the payment of all costs and expenses incurred by the Authority in connection with the 
execution, performance or enforcement of the Facility Lease or any assignment thereof, the Trust Agreement, any 
Reserve Facility, its interest in the Demised Premises and the lease of 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 
Demised Premises, the Facilities and the Project, including, without limiting the generality of the foregoing, salaries 
and wages of employees, all expenses, compensation and indemnification of the Trustee payable by the Authority 
under the Trust Agreement, fees of auditors, accountants, attorneys or architects, and all other necessary 
administrative costs of the Authority or charges required to be paid by it in order to maintain its existence or to 
comply with the terms of the Bonds or of the Trust Agreement; but not including in Additional Payments amounts 
required to pay the principal of or interest on the Bonds or the portion of Reserve Facility Costs related thereto. 

Fair Rental Value 

Such payments of Base Rental Payments for each rental period during the term of the Facility Lease will 
constitute the total rental for said rental period and will be paid by the City in each rental payment period for and in 
consideration of the right of use and occupancy of, and continued quiet use and enjoyment of, the Facilities, during 
each such period for which said rental is to be paid. The parties to the Facility Lease have agreed and determined 
that such total rental payable for each 12-month period beginning August I represents the fair rental value of the 
Facilities, including the Demised Premises 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 Facility Lease, the uses and purposes which may be served by the Facilities and the benefits 
therefrom which will accrue to the City and the general public. 

Payment Provisions 

All payments received will be applied first to the interest components of the Base Rental Payments due 
under the Facility Lease, then to the principal components of the Base Rental Payments due under the Facility Lease 
and thereafter to all Additional Payments due under the Facility Lease, but no such application of any payments 
which are less than the total rental due and owing will be deemed a waiver of any default under the Facility Lease. 

Rental Abatement 

The Base Rental Payments and Additional Payments will be abated proportionately during any period in 
which by reason of any damage or destruction ( other than by condemnation as described under "Prepayment" 
below) there is substantial interference with the use and occupancy of the Facilities by the City, in the proportion in 
which the initial cost of that portion of the Facilities rendered unusable bears to the initial cost of the whole of the 
Facilities, including the Demised Premises. Such abatement will 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 
event of any such damage or destruction, the Facility Lease will continue in full force and effect and the City waives 
any right to terminate the Facility Lease by virtue of any such damage or destruction. 
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Installment Payment Contract; Installment Payments 

In consideration for the lease of the Facilities from the Authority to the City and in order to further secure 
and provide for the payment of rental due under the Facility Lease, the City agrees to execute and deliver the 
Installment Payment Contract and to pay to the Authority in immediately available funds the amounts due as 
Installment Payments thereunder On any date upon which a Base Rental Payment installment is due, the City's 
obligation to pay such Base Rental Payment instalhnent will be deemed satisfied to the extent that the City's 
obligation to make Instalhnent Payments has been satisfied as of such date. 

Appropriations Covenant 

The City covenants to take such action as may be necessary to include all such Base Rental Payments and 
Additional Payments due under the Facility Lease in its annual budgets, and to make necessary annual 
appropriations for all such Base Rental Payments and Additional Payments as will be required to provide funds in 
such year for such Base Rental Payments and Additional Payments. The City will deliver to the Authority and the 
Trustee within 60 days of adoption of the City budget a Certificate of the City stating that the budget as adopted 
appropriates all moneys necessary for the payment of Base Rental Payments and Additional Payments under the 
Facility Lease. Such budget may take into account Instalhnent Payments paid by the City. 

Maintenance and Utilities 

During such time as the City is in possession of the Facilities, all maintenance and repair, both ordinary and 
extraordinary, of the Facilities will be the responsibility of the City, which will at all times maintain or otherwise 
arrange for the maintenance of the Facilities, and the City will pay for or otherwise arrange for the payment of all 
utility services supplied to the Facilities, which may include, without limitation, janitor service, security, power, gas, 
telephone, light, heating, ventilation, air conditioning, water and all other utility services, and will pay for or 
otherwise arrange for payment of the cost of the repair and replacement of the Facilities resulting from ordinary 
wear and tear or want of care on the part of the City or any assignee or sub lessee thereof or any other cause and will 
pay for or otherwise arrange for the payment of all insurance policies required to be maintained with respect to the 
Facilities. In exchange for the rental provided in the Facility Lease, the Authority agrees to provide only the 
Facilities, including the Demised Premises. 

Changes to the Project 

Subject to the Facility Lease, the City will, at its own expense, have the right to remodel the Facilities or to 
make additions, modifications and improvements to the Facilities, including the Demised Premises. All such 
additions, modifications and improvements will thereafter comprise part of the Facilities and be subject to the 
provisions of the Facility Lease. Such additions, modifications and improvements will not in any way damage the 
Facilities or cause them 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 the 
Facility Lease, will 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 at 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, including the Demised Premises. All such items will remain the sole property of such party, in which 
neither the Authority nor the Trustee will have any interest, and may be modified or removed by such party at any 
time provided that such party will repair and restore any and all damage to the Facilities resulting from the 
installation, modification or removal of any such items. 
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Taxes 

The City will pay or cause to be paid all taxes, fees and assessments of any type or nature charged to the 
Authority or affecting 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 instalhnents over a period of years, the City 
will be obligated to pay only such installments as are required to be paid during the term of the Facility Lease as and 
when the same become due. 

Insurance 

The City will procure or cause to be procured and maintain or cause to be maintained, throughout the term 
of the Facility Lease, such insurance as set forth in the Facility Lease and described in the Official Statement under 
the caption "SECURITY AND SOURCES OF PAYMENT FOR THE BONDS-Insurance." 

Eminent Domain 

If the whole of the Facilities, including the Demised Premises or so much thereof as to render the remainder 
unusable for the purposes for which it was used by the City will be taken under the power of eminent domain, the 
term of the Facility Lease will cease as of the day that possession will be so taken. If less than the whole of the 
Facilities will be taken under the power of eminent domain and the remainder is usable for the purposes for which it 
was used by the City at the time of such taking, then the Facility Lease will 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 will be a partial 
abatement of the rental due under the Facility Lease in an amount equivalent to the amount by which the annual 
payments of principal and interest on the Outstanding Bonds 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 will be outstanding, any 
award made in eminent domain proceedings for taking the Facilities, including the Demised Premises or any portion 
thereof will be paid to the Trustee and applied to the prepayment of the Base Rental Payments as provided in the 
Facility Lease. Any such award made after all of the Base Rental Payments and Additional Payments have been 
fully paid, or provision therefor made, will be paid to the to the City. 

Prepayment 

The City will prepay on any date from insurance (including proceeds of title insurance) and eminent 
domain proceeds, to the extent provided in the Facility Lease (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 will be held by the Trustee and used to repair, reconstruct or replace the damaged or destroyed 
portion of the Facilities, pursuant to the procedure set forth in the Facility Lease for proceeds of insurance), all or 
any part of Base Rental Payments then unpaid so that the aggregate annual amounts of Base Rental Payments which 
will be payable after such prepayment date will be as nearly proportional as practicable to the aggregate annual 
amounts of Base Rental Payments unpaid prior to the prepayment date (taking into account the reduction in Base 
Rental allocable to future interest on the Bonds that are redeemed), at a prepayment amount equal to the redemption 
payment of the maximum amount of Bonds, including the principal thereof and the interest thereon to the date of 
redemption, plus any applicable premium redeemable from such proceeds. 

The City may prepay, from any source of available funds, all or any portion of Base Rental Payments by 
depositing with the Trustee moneys or securities as provided in the Trust Agreement sufficient to defease Bonds 
corresponding to such Base Rental Payments when due; provided that the City furnishes the Trustee with an Opinion 
of Counsel that such deposit will not cause interest on the Bonds to be includable in gross income for federal income 
tax purposes. The City agrees that if following such prepayment the Facilities are damaged or destroyed 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 will not be entitled to any reimbursement of such Base Rental Payments. 

When (i) there will have been deposited with the Trustee at or prior to the due dates of the Base Rental 
Payments or date when the City may exercise its option to purchase the Facilities or any portion or item thereof, in 
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trust for the benefit of the Owners of the Bonds and irrevocably appropriated and set aside to the payment of the 
Base Rental Payments or option price, sufficient moneys and Government Securities, not redeemable prior to 
maturity, the principal of and interest on which when due will provide money sufficient to pay all principal, 
premium, if any, and interest on the Bonds to the due date of the Bonds or date when the City may exercise its 
option to purchase the Facilities, as the case may be; (ii) all requirements of the Trust Agreement have been 
satisfied; and (iii) an agreement will have been entered into with the Trustee for the payment of its fees and expenses 
so long as any of the Bonds will remain unpaid, then and in that event the right, title and interest of the Authority in 
the Facility Lease and the obligations of the City under the Facility Lease will thereupon cease, terminate, become 
void and be completely discharged and satisfied (except for the right of the Authority and the obligation of the City 
to have such moneys and such Government Securities applied to the payment of the Base Rental Payments or option 
price) and the Authority's interest in and title to the Project or applicable portion or item thereof will be transferred 
and conveyed to the City. 

Option to Purchase 

The City will have the option to purchase the Authority's interest in any part of Facilities upon payment of 
an option price consisting of moneys or securities of the category specified in the definition of the term Government 
Securities (not callable by the issuer thereof prior to maturity) in an amount sufficient (together with the increment, 
earnings and interest on such securities) to provide funds to pay the aggregate amount for the entire remaining term 
of the Facility Lease of the part of the total rent under the Facility Lease attributable to such part of the Facilities 
( determined by reference to the proportion which the cost of such part of the Facilities bears to the cost of all of the 
Facilities) consisting of scheduled components, in integral multiples of $5,000 and interest on such scheduled 
components to the applicable prepayment date, plus amounts owing to the Bond Insurer, if any. Any such payment 
will be made to the Trustee and will be treated as rental payments and will be applied by the Trustee to pay the 
principal of the Bonds and interest on the Bonds and amounts owing to the Bond Insurer, if any, and to redeem 
Bonds if such Bonds are subject to redemption pursuant to the terms of the Trust Agreement. Upon the making of 
such payment to the Trustee and the satisfaction of all requirements set forth in the Trust Agreement, among other 
things, title to such part of the Facilities, including the portion of the Demised Premises upon which such part of the 
Facilities is located will vest in the City and the term of the Facility Lease will end as to such Facilities, including 
the portion of the Demised Premises upon which such part of the Facilities is located. 

Sale of Personal Property 

The City, in its discretion, may request the Authority to sell or exchange any personal property which may 
at any time constitute a part of the Facilities, and to release said personal property from the Facility Lease, if (a) in 
the opinion of the City the property so sold or exchanged is no longer required or useful in connection with the 
operation of the Facilities, (b) the consideration to be received from the property is of a value substantially equal to 
the value of the property to be released, and ( c) if the value of any such property will, in the opinion of the 
Authority, exceed the amount of $100,000, the Authority will have been furnished a certificate of an independent 
engineer or other qualified independent professional consultant (satisfactory to the Authority) certifying the value 
thereof and further certifying that such property is no longer required or useful in connection with the operation of 
the Facilities. In the event of any such sale, the full amount of the money or consideration received for the personal 
property so sold and released will be paid to the Authority. Any money so paid to the Authority may, so long as the 
City is not in default under any of the provisions of the Facility Lease, be used upon the Written Request of the City 
to purchase personal property, which property will become a part of the Facility Leased under the Facility Lease. 

Defaults and Remedies 

If the City will fail to pay any rental payable under the Facility Lease when the same becomes due, time 
being expressly declared to be of the essence of the Facility Lease, or the City will fail to keep, observe or perform 
any other term, covenant or condition contained in the Facility Lease to be kept or performed by the City for a 
period of 60 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 sole discretion of the Authority, to correct the same, or upon the 
happening of any of the events specified in the Facility Lease (any such case above being an "Event of Default"), the 
City will be deemed to be in default under the Facility Lease and it will be lawful for the Authority to exercise any 
and all remedies available pursuant to law or granted pursuant to the Facility Lease. Upon any such default, the 
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Authority, in addition to all other rights and remedies it may have at law, will have the option to do any of the 
following: 

(I) To terminate the Facility Lease in the manner hereinafter provided on account of 
default by the City, notwithstanding any re-entry or re-letting of the Facilities as hereinafter provided for in 
subparagraph (2) below, and to re-enter the Facilities and remove all persons in possession thereof and all personal 
property whatsoever situated upon the Facilities 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 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 arising out of, in connection with, or incident to any such re-entry upon 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 Facility Lease. Neither notice to pay rent or to deliver up possession of the Facilities 
given pursuant to law 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 
Facilities nor the appointment of a receiver upon initiative of the Authority to protect the Authority's interest under 
the Facility Lease will of itself operate to terminate the Facility Lease, and no termination of the Facility Lease on 
account of default by the City will be or become effective by operation of law or acts of the parties to the Facility 
Lease, or otherwise, unless and until the Authority will have given written notice to the City of the election on the 
part of the Authority to terminate the Facility Lease. The City covenants and agrees that no surrender of the 
Facilities or of the remainder of the term of the Facility Lease or any termination of the Facility Lease will be valid 
in any manner or for any purpose whatsoever unless stated or accepted by the Authority by such written notice. 

(2) Without terminating the Facility Lease, (i) to collect each installment of rent as 
it becomes due and enforce any other terms or provision thereof to be kept or performed by the City, regardless of 
whether or not the City has abandoned the Facilities, or (ii) to exercise any and all rights of entry and re-entry upon 
the Facilities. In the event the Authority does not elect to terminate the Facility Lease in the manner provided for in 
subparagraph (I) above, the City will remain liable and agrees to keep or perform all covenants and conditions 
contained in the Facility Lease to be kept or performed by the City and, if the Facilities are not re-let, to pay the full 
amount of the rent to the end of the term of the Facility Lease or, in the event that the Facilities are re-let, to pay any 
deficiency in rent that results therefrom; and further agrees to pay said rent and/or rent deficiency punctually at the 
same time and in the same manner as hereinabove provided for the payment of rent under the Facility Lease 
(without acceleration), notwithstanding the fact that the Authority may have received in previous years or may 
receive thereafter in subsequent years rental in excess of the rental specified in the Facility Lease, and 
notwithstanding any entry or re-entry 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 Facilities. Should the 
Authority elect to enter or re-enter as provided in the Facility Lease, the City irrevocably appoints the Authority as 
the agent and attorney-in-fact of the City to re-let 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 period as the Authority may 
deem advisable, and to remove all persons in possession thereof and all personal property whatsoever situated upon 
the Facilities and to place such personal property in storage in any warehouse or other suitable place located in the 
City, for (to the extent permitted by law) the account of and at the expense of the City, and the City (to the extent 
permitted by law) 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 Facilities and removal 
and storage of such property by the Authority or its duly authorized agents in accordance with the provisions 
contained in the Facility Lease. The City agrees that the terms of the Facility Lease constitute full and sufficient 
notice of the right of the Authority to re-let the Facilities and to do all other acts to maintain or preserve the 
Facilities as the Authority deems necessary or desirable in the event of such re-entry without effecting a surrender of 
the Facility Lease, and further agrees that no acts of the Authority in effecting such re-letting will constitute a 
surrender or termination of the Facility Lease irrespective of the use or the term for which such re-letting is 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 Facility Lease will vest in the Authority to be effected in the sole and exclusive 
manner provided for in sub-paragraph (I) above. The City further waives the right to any rental obtained by the 
Authority in excess of the rental specified in the Facility Lease and conveys and releases such excess to the 
Authority as compensation to the Authority for its services in re-letting the Facilities or any part thereof The City 
further agrees to the extent permitted by law to pay the Authority the reasonable cost of any alterations or additions 
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to the Facilities necessary to place the Facilities in condition for re-letting immediately upon notice to the City of the 
completion and installation of such additions or alterations. 

If (I) the City's interest in the Facility Lease or any part thereof is assigned or transferred, either voluntarily 
or by operation of law or otherwise, without the written consent of the Authority, as hereinafter provided for, or (2) 
the City or any assignee will file any petition or institute 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 bankrupt, 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 debts, 
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 City will be appointed by any court, except a receiver appointed at the instance or request of the Authority, or 
if the City will make a general or any assignment for the benefit of the City's creditors, or if (3) the City will 
abandon or vacate the Facilities, then the City will be deemed to be in default under the Facility Lease. 

In addition to the other remedies set forth in the Facility Lease, upon the occurrence of an event of default 
as described in the Facility Lease, the Authority will be entitled to proceed to protect and enforce the rights vested 
in the Authority by the Facility Lease or by law. The provisions of the Facility Lease and the duties of the City and 
of its trustees, officers or employees will 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 will have the right to bring the following actions: 

(I) Accounting. By action or suit in equity to require the City and its trustees, officers and 
employees and its assigns to account as the trustee of an express trust. 

(2) Injunction. By action or suit in equity to enjoin any acts or things which may be unlawful 
or in violation of the rights of the Authority. 

(3) Mandamus. By mandamus or other suit, action or proceeding at law or in equity to 
enforce the Authority's rights against the City (and its council, officers and employees) and to compel the 
City to perform and carry out its duties and obligations under the law and its covenants and agreements 
with the City as provided in the Facility Lease. 

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 herein, certain covenants 
of the Authority, defines events of default and remedies therefor, and sets forth the rights and responsibilities of the 
Trustee. 

Certain provisions of the Trust Agreement setting forth the terms of the Series 2007B Bonds, the 
redemption provisions thereof and the use of the proceeds of the Series 2007B Bonds are set forth elsewhere in this 
Official Statement. See "THE BONDS." 

Pledge of Revenues 

All Revenues, 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 created 
pursuant to the Trust Agreement) and any other amounts (excluding Additional Payments) received by the Authority 
in respect of the Facilities are irrevocably pledged and assigned to the payment of the interest and premium, if any, 
on and principal of the Bonds and Reserve Facility Costs as provided in the Trust Agreement, and the Revenues and 
other amounts pledged under the Trust Agreement will not be used for any other purpose while any of the Bonds 
remain Outstanding or Reserve Facility Costs remain unpaid; provided, however, that out of the Revenues and other 
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moneys there may be applied such sums for such purposes as are permitted under the Trust Agreement. This pledge 
will constitute a pledge of and charge and first lien upon the Revenues, all other amounts pledged under the Trust 
Agreement and all other moneys on deposit in the funds and accounts established under the Trust Agreement 
(excluding amounts on deposit in the Rebate Fund created pursuant to the Trust Agreement) for the payment of the 
interest on and principal of the Bonds and Reserve Facility Costs in accordance with the terms of the Trust 
Agreement. 

Creation of Funds and Accounts 

In order to carry out and effectuate the pledge, assignment, charge and lien contained in the Trust 
Agreement, the Trustee agrees to maintain in trust for Bondholders so long as any Bonds will be Outstanding under 
the Trust Agreement the following funds and accounts. All Revenues and all other amounts pledged and assigned 
under the Trust Agreement will be accounted for through and held in trust in the Revenue Fund, and the Trustee will 
have no beneficial right or interest in any of the Revenues except only as provided in the Trust Agreement. 

Revenue Fund. All money in the Revenue Fund will be set aside by the Trustee in the following 
respective special accounts within the Revenue Fund in the following order of priority: 

Interest Account. On or before each Interest Payment Date, the Trustee will 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 Outstanding Bonds on such Interest Payment Date. 

All money in the Interest Account will be used and withdrawn by the Trustee solely for the 
purpose of paying the interest on the Bonds as it will become due and payable (including accrued interest on any 
Bonds purchased or redeemed prior to maturity). 

Principal Account. On or before each August I, commencing August I, 2010, the Trustee will set 
aside from the Revenue Fund and deposit in the Principal Account an amount of money equal to the amount of all 
sinking fund payments required to be made on such August I into the respective sinking fund accounts for all 
Outstanding Term Bonds and the principal amount of all Outstanding Serial Bonds maturing on such August I. 

All money in the Principal Account will be used and withdrawn by the Trustee solely for the purpose of 
paying the principal of the Bonds as it will become due and payable, whether at maturity or redemption, except that 
any money in any Sinking Account will be used and withdrawn by the Trustee only to purchase or to redeem or to 
pay Tenn Bonds for which such Sinking Account was created. 

On each Principal Payment Date, following payment of principal of and interest on the Bonds, any excess 
amount on deposit in the Revenue Fund will be transferred to the Reserve Fund to the extent necessary to increase 
the amount therein to the Reserve Fund Requirement or to pay any Reserve Facility Costs then due and owing and 
any excess will then be returned to the City as an excess payment of Base Rental Payments. 

Reserve Fund. All money in the Reserve Fund will be deposited with, used and withdrawn by the Trustee 
solely for the purpose of funding the Interest Account or the Principal Account, in that order, in the event of any 
deficiency in either of such accounts on a Principal Payment Date or Interest Payment Date, 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 Fund Requirement will be withdrawn from the Reserve Fund and transferred to the Revenue Fund on each 
Interest Payment Date, following the payment of any amounts due on such date. The Trustee will notify the City if 
any withdrawal is made from the Reserve Fund for the purpose of funding the Interest Account or the Principal 
Account. If the Reserve Fund Requirement is satisfied by a Reserve Facility, the Trustee will draw on such Reserve 
Facility in accordance with its terms and the terms of the Trust Agreement, in a timely manner, to the extent 
necessary to fund any such deficiency in the Interest Account or the Principal Account. The Authority will repay 
solely from Revenues any draws under a Reserve Facility and any Reserve Facility Costs related thereto. Interest 
will accrue and be payable on such draws and expenses from the date of payment by a Reserve Facility provider at 
the rate specified in the agreement with respect to such Reserve Facility. 
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Before any drawing may be made on a Reserve Facility, the Trustee will have withdrawn all cash and 
investments in the Reserve Fund to replenish the Principal Account and the Interest Account. If any obligations are 
due and payable under the Reserve Facility, any new funds deposited into the Reserve Fund will be used and 
withdrawn by the Trustee to pay such obligations. The pledge of the Revenues by the Authority to secure the 
payment of the Reserve Facility Costs is on a basis that is subordinate to the pledge of Revenues to the Trustee for 
the Bonds. 

Amounts in respect of Reserve Facility Costs paid to a Reserve Facility provider will be credited first to 
expenses due, then to the interest due and then to principal due. As and to the extent payments are made to a 
Reserve Facility provider on account of principal due, the coverage under the Reserve Facility will be increased by a 
like amount, subject to the terms of the Reserve Facility. 

Draws on all Reserve Facilities on which there is available coverage will be made on a pro-rata basis 
(calculated by reference to the coverage then available thereunder) after applying all available cash and investments 
in the Reserve Fund. Payment of Reserve Facility Costs and reimbursement of amounts with respect to other 
Reserve Facilities will be made on a pro-rata basis prior to the replenishment of any cash drawn from the Reserve 
Fund. 

If the Authority fails to pay any Reserve Facility Costs in accordance with the above requirements, a 
Reserve Facility provider will be entitled to exercise any and all legal and equitable remedies available to it, 
including those provided under the Trust Agreement other than (i) acceleration of the maturity of the Bonds or (ii) 
remedies which would adversely affect Owners of the Bonds. 

The Authority may satisfy the Reserve Fund Requirement at any time by the deposit with the Trustee for 
the credit of the Reserve Fund of a Reserve Facility or any combination thereof If the Authority causes a cash
funded Reserve Fund to be replaced with a Reserve Facility meeting the requirements set forth in the Trust 
Agreement, amounts on deposit in the Reserve Fund will, upon Written Request of the Authority to the Trustee, be 
transferred, subject to the receipt by the Authority of an Opinion of Counsel that such transfer will not cause the 
interest on the Bonds to be included in gross income for purposes of federal income taxation, to the City and applied 
for any lawful purpose. 

Application of Insurance Proceeds 

In the event of any damage to or destruction of any part of the Facilities covered by insurance, the 
Authority will 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 will hold said proceeds in a fund established by the 
Trustee for such purpose separate and apart from all other funds designated the "Insurance and Condemnation 
Fund", to the end that such proceeds will 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 City will file a Certificate of the City 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. The Trustee will invest said 
proceeds in Investment Securities pursuant to the Written Request of the City, as agent for the Authority under the 
Facility Lease, and withdrawals of said proceeds will be made from time to time upon the filing with the Trustee of 
a Written Request 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 liabilities were incurred, in reasonable detail. Any balance 
of such proceeds not required for such repair, reconstruction or replacement and the proceeds of use and occupancy 
insurance will be paid to the Trustee as Base Rental Payments and applied in the manner provided by the Trust 
Agreement. Alternatively, the City, if the proceeds of such insurance together with any other moneys then available 
for such purpose are sufficient to 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 and all other 
amounts relating to the damaged or destroyed portion of the Facilities, may elect not to repair, reconstruct or replace 
the damaged or destroyed portion of the Facilities and thereupon will cause said proceeds to be used for the 
redemption of Outstanding Bonds pursuant to the applicable provisions of the Trust Agreement. The City will not 
apply the proceeds of insurance as set forth in the Trust Agreement to redeem the Bonds in part due to damage or 
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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 after such 
redemption. 

Investments 

Subject to certain provisions of the Trust Agreement, all money held by the Trustee in any of the accounts 
or funds established pursuant thereto will be invested in Investment Securities at the Written Request of the 
Authority or, if no instructions are received, in money market funds described in paragraph (i) of the definition of 
Investment Securities. Such investments will, 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; provided, however, that moneys in 
the Reserve Fund will be invested in Investment Securities with a term to maturity not exceeding five years. For 
purposes of this restriction, Investment Securities containing a repurchase option or put option or withdrawal option 
by the investor will be treated as having a maturity of no longer than such option. All interest or profits received on 
any money so invested in the Revenue Fund, the Golf Course Escrow Fund and the Reserve Fund shall be deposited 
in the Reserve Fund equal to the Reserve Fund Requirement, and then in the Revenue Fund. 

Additional Bonds 

The Authority may at any time issue Additional Bonds pursuant to a Supplemental Trust Agreement, 
payable from the Revenues as provided in the Trust Agreement and secured by a pledge of and charge and lien upon 
the Revenues as provided in the Trust Agreement equal to the pledge, charge and lien securing the Outstanding 
Bonds theretofore issued under the Trust Agreement, but only subject to the following specific conditions, which are 
made conditions precedent to the issuance of any such Additional Bonds: 

(i) The Authority will be in compliance with all agreements and covenants contained in the Trust 
Agreement. 

(ii) The Supplemental Trust Agreement will require that the proceeds of the sale of such 
Additional Bonds will be applied to the acquisition (by purchase or lease) of facilities to be added to the Facilities or 
for the refunding of Outstanding Bonds. 

(iii) The Supplemental Trust Agreement will provide, if necessary, that from such proceeds or 
other sources an amount will be deposited in the Reserve Fund so that following such deposit there will be on 
deposit in the Reserve Fund an amount at least equal to the Reserve Fund Requirement. 

(iv) The aggregate principal amount of Bonds issued and at any time Outstanding under the Trust 
Agreement will not exceed any limit imposed by law, by the Trust Agreement or by any Supplemental Trust 
Agreement. 

(v) The Facility Lease will have been amended, if necessary, so that the Base Rental Payments 
payable by the City thereunder in each Fiscal Year will at least equal Debt Service, including Debt Service on the 
Additional Bonds, in each Fiscal Year. 

(vi) The Facility Lease will have been amended so as to lease to the City the project being 
financed or refinanced from the proceeds of such Additional Bonds or facilities of comparable worth and economic 
life and such facilities will be ready for immediate use and occupancy by the City. 

(vii) The Installment Payment Contract will have been amended, if necessary, so that the 
Installment Payments payable by the City thereunder in each Fiscal Year will at least equal Debt Service, including 
Debt Service on the Additional Bonds, in each Fiscal Year. 

(viii) If the proceeds of such Additional Bonds are to be used, in whole or in part, to finance or 
refinance construction on real property not described in the Facility Lease or the additional Facilities to be leased are 
not situated on property described in the Facility Lease, (I) a site lease will have been executed so as to lease to the 
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Authority such additional real property; and (2) the Facility Lease will have been amended so as to lease to the City 
such additional real property. 

(ix) Additional Bonds shall not be on parity with the Series 2007B Bonds without the written 
consent of the Bond Insurer. 

Limitations on the Issuance of Obligations Payable from Revenues 

The Authority will not, so long as any of the Bonds are Outstanding, issue any obligations or securities, 
however denominated, payable in whole or in part from Revenues except the following: 

(a) Bonds of any Series authorized pursuant to the Trust Agreement; 

(b) Agreements providing for a Reserve Facility; 

(c) Obligations owing with respect to a Reserve Facility, including principal, interest and fees 
relating thereto; provided such obligations will be payable on a subordinate basis to principal and interest on the 
Bonds. 

(d) Obligations which are junior and subordinate to the payment of the principal, premium, 
interest and reserve fund requirements for the Bonds and which subordinated obligations are payable as to principal, 
premium, interest and reserve fund requirements, if any, only out of Revenues after the prior payment of all amounts 
then required to be paid under the Trust Agreement from Revenues for principal, premium, interest and reserve fund 
requirements for the Bonds, as the same become due and payable and at the times and in the manner as required in 
the Trust Agreement. 

Covenants of Authority 

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

The Authority covenants it will promptly collect all rents and charges due for the occupancy or use of the 
Facilities as the same become due, and will promptly and vigorously enforce its rights against any tenant or other 
person who does not pay such rents or charges as they become due. The Authority will promptly collect all amounts 
due under the Installinent Payment Contract. The Authority will at all times maintain and vigorously enforce all of 
its rights under the Facility Lease and the Installment Payment Contract. 

Defaults and Remedies 

Events of Default. Events which constitute an "event of default" under the Trust Agreement include: 

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

(b) if default will 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 will become due and payable, whether at maturity 
as therein expressed or by proceedings for redemption; 

(c) if default will 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 will have continued 
for a period of 60 days or such additional time (with respect to agreements or covenants that cannot be corrected or 
performed within such 60 day period but the correction of which is being diligently pursued by the Authority) as is 
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reasonably required to correct any such default after the Authority will have been given notice in writing of such 
default by the Trustee; 

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

(e) if certain events of default have occurred under the Facility Lease; or 

(I) if certain events of default have occurred under the Instalhnent Payment Contract. 

Acceleration of Bonds. In each and every case during the continuance of an Event of Default the Trustee 
may, and upon the written request of the Bondholders of not less than a majority in aggregate principal amount of 
the Bonds then Outstanding, 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 will become due and payable, anything contained in the Trust Agreement or in the Bonds to the contrary 
notwithstanding. The Trustee will promptly notify all Bondholders by first class mail of any such event of default 
which is continuing of which a Responsible Officer has actual knowledge or written notice. 

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

Application of Funds Upon Acceleration. All moneys in the accounts and funds held pursuant to the Trust 
Agreement upon the date of the declaration of acceleration by the Trustee as provided in the Trust Agreement and 
all Revenues (other than Revenues on deposit in the Rebate Fund) thereafter received by the Authority under the 
Trust Agreement will be transmitted to the Trustee and will be applied by the Trustee in the following order--

First, to the payment of the reasonable fees, costs and expenses of the Trustee in providing for the 
declaration of such event of default and carrying out its duties under the Trust Agreement, including 
reasonable compensation to their accountants and counsel together with interest on any amounts advanced 
as provided in the Trust Agreement and thereafter to the payment of the reasonable costs and expenses of 
the Bondholders, if any, in carrying out the provisions of the Trust Agreement, including reasonable 
compensation to their 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 will be insufficient to pay in full the 
whole amount so owing and unpaid upon the Bonds, then to the payment of such interest, principal and (to the 
extent 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. 

Limitation on Bondholders' Right to Sue. No Bondholder of any Bond issued under the Trust Agreement 
will 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 Bondholder will have previously given to the Trustee written notice of the occurrence of 
an event of default as defined in the Trust Agreement; (b) the Bondholders of at least a majority in aggregate 
principal amount of all the Bonds then Outstanding will have made written request upon the Trustee to exercise the 
powers hereinbefore granted or to institute such suit, action or proceeding in its own name (c) said Bondholders will 
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 will have refused or omitted to comply with such 
request for a period of 60 days after such request will have been received by, and said tender of indemnity will have 
been made to, the Trustee. 

Amendment of Documents 

Trust Agreement. The Trust Agreement and the rights and obligations of the Authority and of the 
Bondholders may be amended at any time by a Supplemental Trust Agreement which will become binding when the 
written consents of the Bondholders of a majority in aggregate principal amount of the Bonds then Outstanding, 
exclusive of Bonds disqualified as provided in the Trust Agreement, are filed with the Trustee; provided that if such 
modification or amendment will, by its terms, not take effect so long as any Bonds of any particular maturity or 
Series remain Outstanding, the consent of the Owners of such Bonds will not be required and such Bonds will not be 
deemed to be Outstanding for the purpose of any calculation of Bonds Outstanding under the Trust Agreement. No 
such amendment will (I) 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 Bondholder of such Bond, or 
(2) permit the creation by the Authority of any pledge of or charge or lien upon the Revenues as provided in the 
Trust Agreement superior to or on a parity with the pledge, charge and lien created by the Trust Agreement for the 
benefit of the Bonds, or (3) reduce the percentage of Bonds required for the written consent to any such amendment, 
or ( 4) modify any rights or obligations of the Trustee, the Authority, or the City without their prior written assent 
thereto, respectively. 

The Trust Agreement and the rights and obligations of the Authority and of the Bondholders may 
also be amended at any time by a Supplemental Trust Agreement which will become binding upon adoption, 
without the consent of any Bondholders, for any purpose that will not materially adversely affect the interests of the 
Bondholders, including (without limitation) for any one or more of the following purposes --

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

(b) to make such provisions for the purpose of curing any ambiguity or of correcting, curing or 
supplementing any defective provision contained in the Trust Agreement or in regard to questions arising under the 
Trust Agreement which the Authority may deem desirable or necessary; 

( c) to provide for the issuance of any Additional Bonds and to provide the terms of such 
Additional Bonds, subject to the conditions and upon compliance with the procedure set forth in the Trust 
Agreement (which will be deemed not to adversely affect Bondholders); 

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

( e) to add any provisions required by the provider of a surety bond, insurance policy or letter of 
credit under the Trust Agreement. 
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Any Supplemental Trust Agreement entered into pursuant to this paragraph will not, for purposes of this 
paragraph, materially adversely affect the interest of the Bondholders so long as, in the case of Variable Rate Bonds, 
the Supplemental Trust Agreement will not become effective until notice thereof will have been given to 
Bondholders and 30 days will have passed during which time Owners of the Variable Rate Bonds will have had the 
opportunity to tender their Bonds for purchase. 

Any amendment or supplement to the Trust Agreement, the Facility Lease, the Site Lease or the Installment 
Payment Contract will be subject to the prior written consent of the Bond Insurer. Any rating agency rating the 
Series 2007B Bonds must receive notice of each amendment and a copy thereof at least 15 days in advance of its 
execution or adoption. The Authority will cause the Bond Insurer to be provided with a full transcript of all 
proceedings relating to the execution of any such amendment or supplement. 

Facility Lease and Installment Payment Contract. The Authority will not supplement, amend, modify or 
terminate any of the terms of the Facility Lease or the Installment Payment Contract, or consent to any such 
supplement, amendment, modification or termination, without the prior written consent of the Trustee. The Trustee 
will give such written consent if such supplement, amendment, modification or termination (a) will not materially 
adversely affect the interests of the Bondholders or result in any material impairment of the security given for the 
payment of the Bonds (provided that such supplement, amendment or modification will not be deemed to have such 
adverse effect or to cause such material impairment solely by reason of providing for the payment of Additional 
Bonds as required by the Trust Agreement or substitution ofreal property pursuant to the Facility Lease), (b) is to 
add to the agreements, conditions, covenants and terms required to be observed or performed thereunder by any 
party thereto, or to surrender any right or power therein reserved to the Authority or the City, (c) is to cure, correct 
or supplement any ambiguous or defective provision contained therein, (d) is to accommodate any substitution in 
accordance with the Facility Lease, (e) is to modify the legal description of the Facilities to conform to the 
requirements of title insurance or otherwise to add or delete property descriptions to reflect accurately the 
description of the parcels intended or preferred to be included therein, or substituted for the Facilities pursuant to the 
provision of the Facility Lease, or (f) if the Trustee first obtains the written consent of the Bondholders of a majority 
in principal amount of the Bonds then Outstanding to such supplement, amendment, modification or termination; 
provided, that no such supplement, amendment, modification or termination will reduce the amount of Installment 
Payments and Base Rental Payments to be made to the Authority or the Trustee by the City pursuant to the 
Installment Payment Contract and Facility Lease, respectively, to an amount less than the scheduled principal and 
interest payment on the Outstanding Bonds, or extend the time for making such payments, or permit the creation of 
any lien prior to or on a parity with the lien created by the Trust Agreement on the Installment Payments and Base 
Rental Payments (except as expressly provided in the Installment Payment Contract and in the Facility Lease), in 
each case without the written consent of all of the Bondholders of the Bonds then Outstanding. 

Discharge of Trust Agreement 

If the Authority will pay or cause to be paid or there will other.wise be paid to the Bondholders of all 
Outstanding Bonds the interest thereon and principal thereof and redemption premiums, if any, thereon at the times 
and in the manner stipulated in the Trust Agreement and therein, and the Authority will pay in full all other amounts 
due under the Trust Agreement, under the Facility Lease and under the Installment Payment Contract, then the 
Bondholders of such Bonds will cease to be entitled to the pledge of and charge and lien upon the Revenues as 
provided in the Trust Agreement, and all agreements, covenants and other obligations of the Authority to the 
Bondholders of such Bonds under the Trust Agreement will thereupon cease, terminate and become void and be 
discharged and satisfied. In such event, the Trustee will execute and deliver to the Authority all such instruments as 
may be necessary or desirable to evidence such discharge and satisfaction, the Trustee will 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 and for the payment of all other 
amounts due under the Trust Agreement, under the Facility Lease and under the Installment Payment Contract. 

Any Outstanding Bonds will 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 the Trust Agreement in case any of such Bonds are to be 
redeemed on any date prior to their maturity date, the Authority will have given to the Trustee in form satisfactory to 
it irrevocable instructions to provide notice in accordance with the Trust Agreement, (2) there will have been 
deposited with the Trustee (A) money in an amount which will be sufficient and/or (B) noncallable Gover.mnent 
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Securities, 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, will 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 60 days, the 
Authority will have given the Trustee in form satisfactory to it irrevocable instructions to mail as soon as 
practicable, a notice to the Bondholders 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 the Trust Agreement and 
stating the maturity date or redemption date upon which money is to be available for the payment of the principal of 
and redemption premiums, if any, on such Bonds. 

In the event of an advance refunding (i) the Authority will cause to be delivered, on the deposit date and 
upon any reinvestment of the defeasance amount, a report of an independent firm of certified public accountants 
("Accountants") verifying the sufficiency of the escrow established to pay the Bonds in full on the maturity date or 
redemption date ("Verification"), (ii) the escrow agreement will provide that no (A) substitution of a defeasance 
obligation will be permitted except with another defeasance obligation and upon delivery of a new Verification and 
(B) reinvestment of a defeasance obligation will be permitted except as contemplated by the original Verification or 
upon delivery of a new Verification, and (iii) there will be delivered an Opinion of Bond Counsel to the effect that 
the Bonds are no longer "Outstanding" under the Trust Agreement; each Verification and defeasance opinion will be 
addressed to the Authority and the Trustee. 

The Trustee 

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

The Authority, unless there exists any Event of Default as defined in the Trust Agreement, may at any time 
remove the Trustee initially appointed and any successor thereto and may appoint a successor or successors thereto 
by an instrument in writing; provided, that any such successor will be a bank, banking institution, or trust company, 
having (or whose parent holding company has) a combined capital (exclusive of borrowed capital) and surplus of at 
least $50,000,000 and subject to supervision or examination by federal or state authority. If such bank, banking 
institution, or trust company publishes a report of condition at least annually, pursuant to law or to the requirements 
of any supervising or examining authority above referred to, then for the purpose of the Trust Agreement the 
combined capital and surplus of such bank, banking institution, or trust company will be deemed to be its combined 
capital and surplus as set forth in its most recent report of condition so published. The Trustee may at any time 
resign by giving written notice of such resignation to the Authority, and by mailing by first class mail to the 
Bondholders notice of such resignation. Upon receiving such notice of resignation, the Authority will promptly 
appoint a successor Trustee by an instrument in writing. Any removal or resignation of a Trustee and appointment 
of a successor Trustee will become effective only upon the acceptance of appointment by the successor Trustee. 
The successor Trustee will send notice of its acceptance by first class mail to the Bondholders. If, within 30 days 
after notice of the removal or resignation of the Trustee no successor Trustee will have been appointed and will have 
accepted such appointment, the removed or resigning Trustee may petition any court of competent jurisdiction for 
the appointment of a successor Trustee, which court may thereupon, after such notice, if any, as it may deem proper 
and prescribe and as may be required by law, appoint a successor Trustee having the qualifications required by the 
Trust Agreement. The Bond Insurer will be furnished with written notice of the resignation or removal of the 
Trustee and the appointment of any successor thereto. 

Provisions relating to Bond Insurer and Reserve Facility Provider 

Rights of Bond Insurer. The rights of the Bond Insurer to direct or consent to Authority, Trustee or 
Bondholder actions will be suspended during any period in which the Bond Insurer is in default in its payment 
obligations under the Bond Insurance Policy (except to the extent of amounts previously paid by the Bond Insurer 
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and due and owing to the Bond Insurer) and will be of no force or effect in the event the Bond Insurance Policy is no 
longer in effect or the Bond Insurer asserts that the Bond Insurance Policy is not in effect or the Bond Insurer shall 
have provided written notice that it waives such rights. 

Claims Upon Bond Insurance Policy and Payments By and To Bond Insurer. 

(a) If, on the third day preceding any interest payment date for the Series 2007B Bonds there is 
not on deposit with the Trustee sufficient moneys available to pay all principal of and interest on the Series 2007B 
Bonds due on such date, the Trustee will immediately notify the Bond Insurer and US. Bank Trust National 
Association, New Yark, New Yark or its successor as its Fiscal Agent (the "Fiscal Agent") of the amount of such 
deficiency. If, by said interest payment date, the Authority has not provided the amount of such deficiency, the 
Trustee will simultaneously make available to the Bond Insurer and to the Trustee the registration books for the 
Series 2007B Bonds maintained by the Trustee. In addition: 

(i) the Trustee will provide the Bond Insurer with a list of the Bondholders entitled to 
receive principal or interest payments from the Bond Insurer under the terms of the Bond 
Insurance Policy and will make arrangements for the Bond Insurer and the Trustee (I) to mail 
checks or drafts to Bondholders entitled to receive full or partial interest payments from the Bond 
Insurer and (2) to pay principal of the Series 2007B Bonds surrendered to the Trustee by the 
Bondholders entitled to receive full or partial principal payments from the Bond Insurer; and 

(ii) the Trustee will, at the time it makes the registration books available to the Bond 
Insurer pursuant to (i) above, notify Bondholders entitled to receive the payment of principal of or 
interest on the Series 2007B Bonds from the Bond Insurer (I) as to the fact of such entitlement, (2) 
that the Bond Insurer will remit to them all or part of the interest payments coming due subject to 
the terms of the Bond Insurance Policy, (3) that, except as provided in paragraph (B) below, in the 
event that any Bondholder is entitled to receive full payment of principal from the Bond Insurer, 
such Bondholder must tender his Series 2007B Bond with the instrument of transfer in the form 
provided on the Series 2007B Bond executed in the name of the Bond Insurer, and ( 4) that, except 
as provided in paragraph (B) below, in the event that such Bondholder is entitled to receive partial 
payment of principal from the Bond Insurer, such Bondholder must tender his Series 2007B Bond 
for payment first to the Trustee, which will note on such Series 2007B Bond the portion of 
principal paid by the Trustee, and then, with an acceptable form of assignment executed in the 
name of the Bond Insurer, to the Trustee, which will then pay the unpaid portion of principal to 
the Bondholder subject to the terms of the Bond Insurance Policy. 

(b) In the event that the Trustee has notice that any payment of principal of or interest on a Series 
2007B Bond has been recovered from a Bondholder pursuant to the United Stated Bankruptcy Code by a trustee in 
bankruptcy in accordance with the final, nonappealable order of a court having competent jurisdiction, the Trustee 
will, at the time it provides notice to the Bond Insurer, notify all Bondholders that in the event that any Bondholder's 
payment is so recovered, such Bondholder will be entitled to payment from the Bond Insurer to the extent of such 
recovery, and the Trustee will furnish to the Bond Insurer its records evidencing the payments of principal of and 
interest on the Series 2007B Bond which have been made by the Trustee and subsequently recovered from 
Bondholders, and the dates on which such payments were made. 

The Bond Insurer will, to the extent it makes payment of principal of or interest on the Series 2007B 
Bonds, become subrogated to the rights of the recipients of such payments in accordance with the terms of the Bond 
Insurance Policy and, to evidence such subrogation, (i) in the case of subrogation as to claims for past due interest, 
the Trustee will note the Bond Insurer's rights as subrogee on the registration books maintained by the Trustee upon 
receipt from the Bond Insurer of proof of the payment of interest thereon to the Bondholders of such Series 2007B 
Bonds and (ii) in the case of subrogation as to claims for past due principal, the Trustee will note the Bond Insurer's 
rights as subrogee on the registration books for the Series 2007B Bonds maintained by the Trustee upon receipt of 
proof of the payment of principal thereof to the Bondholders of such Series 2007B Bonds. Notwithstanding 
anything in the Trust Agreement or the Series 2007B Bonds to the contrary, the Trustee will make payment of such 
past due interest and past due principal directly to the Bond Insurer to the extent that the Bond Insurer is a subrogee 
with respect thereto 
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Default Provisions. 

(a) In determining whether a payment default has occurred or whether a payment on the Series 
2007B Bonds has been made under the Trust Agreement, no effect will be given to payments made under the Bond 
Insurance Policy. 

(b) Any acceleration of the Series 2007B Bonds or any annulment thereof will be subject to the 
prior written consent of the Bond Insurer (if it has not failed to comply with its payment obligations under the Bond 
Insurance Policy). 

(c) The Bond Insurer will receive immediate notice of any payment default and notice of any 
other default known to the Trustee or the Authority within 30 days of the Trustee's or the Authority's knowledge 
thereof 

(d) For all purposes of the provisions of the Trust Agreement governing the events of default and 
remedies, except the giving of notice of default to Bondholders, the Bond Insurer will be deemed to be the sole 
holder of the Series 2007B Bonds for so long as it has not failed to comply with its payment obligations under the 
Bond Insurance Policy. 

( e) The Bond Insurer will be included as a party in interest and as a party entitled to (I) notify the 
Issuer or the Trustee of the occurrence of an event of default and (2) request the Trustee to intervene in judicial 
proceedings that affect the Series 2007B Bonds or the security therefore. The Trustee will be required to accept 
notice of default from the Bond Insurer. 

Defeasance Provisions. Only cash, direct non-callable obligations of the United States of America and 
securities fully and unconditionally guaranteed as to the timely payment of principal and interest by the United 
States of America, to which direct obligation or guarantee the full faith and credit of the United States of America 
has been pledged, Refcorp interest strips, CATS, TIGRS, STRPS, or defeased municipal bonds rated "AAA" by 
Standard and Poor's Public Finance Ratings or "Aaa" by Moody's Investors Service (or any combination of the 
foregoing) will be used to effect defeasance of the Series 2007B Bonds unless the Bond Insurer otherwise approves. 

Reporting Requirements. The Authority or the Trustee, as appropriate, will provide the Bond Insurer with 
the following: 

(a) Notice of redemption, other than mandatory sinking fund redemption, of any of the Series 
2007B Bonds, or of any advance refunding of the Series 2007B Bonds, including the principal amount, maturities 
and CUSIP nurn bers thereof; 

(b) Notice of any drawing upon or deficiency due to market fluctuation in the amount, if any, on 
deposit in the Reserve Fund; 

(c) Notice of the downgrading by any rating agency of the Authority's or City's underlying 
public rating, or the underlying rating on the Series 2007B Bonds or any parity obligations, to "non-investment 
grade"; 

(d) Notice of any material event pursuant to Rule 15c2-12 under the Securities Exchange Act of 
1934, as amended; 

( e) Within 120 days after the end of each fiscal year, the budget for the succeeding year, annual 
audited financial statements, and a statement of the amount on deposit in the Reserve Fund as of the last valuation; 

(f) The Official Statement or other disclosure document, if any, prepared in connection with the 
issuance of additional debt; and 

(g) Such additional information as the Bond Insurer may reasonably request from time to time. 
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Reimbursement of Expenses. The Authority will pay or reimburse the Bond Insurer for any and all 
charges, fees, costs, and expenses that the Bond Insurer may reasonably pay or incur in connection with the 
following: (i) the administration, enforcement, defense, or preservation of any rights or security under the Trust 
Agreement or under any other transaction document; (ii) the pursuit of any remedies under the Trust Agreement, 
under any other transaction document, or otherwise afforded by law or equity, (iii) any amendment, waiver, or other 
action with respect to or related to the Trust Agreement or any other transaction document whether or not executed 
or completed; (iv) the violation by the Authority of any law, rule, or regulation or any judgment, order or decree 
applicable to it; (v) any advances or payments made by the Bond Insurer to cure defaults of the Authority under the 
transaction documents, or (v) any litigation or other dispute in connection with the Trust Agreement, any other 
transaction document, or the transactions contemplated thereby, other than amounts resulting from the failure of the 
Bond Insurer to honor its payment obligations under the Bond Insurance Policy. The Bond Insurer reserves the right 
to charge a reasonable fee as a condition to executing any amendment, waiver, or consent proposed in respect of the 
Trust Agreement or any other transaction document. The obligations of the Authority to the Bond Insurer will 
survive discharge and termination of the Trust Agreement. 

Reserve Facility. The following provisions apply to the Reserve Facility: 

(a) If the Authority fails to repay any Reserve Facility Costs, the Reserve Facility provider will 
be entitled to exercise any and all remedies available at law or in equity under the Trust Agreement other than (i) 
acceleration of the maturity of the Series 2007B Bonds or (ii) remedies which would adversely affect Bondholders. 

(b) The Trustee will ascertain the necessity for a claim upon the Reserve Facility and to provide 
notice to the Reserve Facility provider in accordance with the terms of the Reserve Facility at least two (2) business 
days prior to each interest payment date. 

(c) The Trustee will be the custodian of the Reserve Facility and will act as fiduciary for the 
Bondholders in respect thereof 

(d) The Reserve Facility will terminate on the earlier of the scheduled final maturity date of the 
Series 2007B Bonds outstanding as of the issuance date of the Reserve Facility or the date on which no Series 
2007B Bonds are outstanding under the Trust Agreement. 

(e) Notwithstanding anything in the Trust Agreement to the contrary, the Reserve Facility will be 
used only to pay for disbursement to the Bondholders that portion of the principal of and interest on the Series 
2007B Bonds which is then due for payment and which the Authority has failed to provide. Due for payment 
means, with respect to principal, the stated maturity date thereof, or the date on which the same shall have been duly 
called for mandatory sinking fund redemption and does not refer to any earlier date on which the payment of 
principal of the Series 2007B Bonds is due by reason of call for redemption (other than mandatory sinking fund 
redemption), acceleration or other advancement of maturity, and with respect to interest, the stated date for payment 
of such interest. 

(f) The Trust Agreement will not be deemed discharged until all Reserve Facility Costs owing to 
the Reserve Facility provider shall have been paid in full. 

INSTALLMENT PAYMENT CONTRACT 

Installment Payments 

Total Payments. The Total Payments to be paid by the City to the Authority is the sum of the aggregate 
principal amount of the City's obligations under the Installment Payment Contract plus the interest to accrue on the 
unpaid balance of such principal amount from the effective date of the Installment Payment Contract over the term 
thereof, subject to prepayment as provided therein. 

Series 2007B Installment Payments. The City will, subject to any rights of prepayment provided in the 
Installment Payment Contract, pay the Trustee, on behalf of the Authority, the Total Payments in Series 2007B 
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Installment Payments on each Installment Payment Date for the payment of principal of (whether at maturity or 
upon redemption or acceleration), redemption premium, if any, and interest on the Series 2007B Bonds, until the 
principal of, redemption premium, if any, and interest on the Series 2007B Bonds will have been fully paid or 
provision for the payment thereof will have been made in accordance with the Trust Agreement, in immediately 
available funds, for deposit in the Revenue Fund as set forth in the Instalhnent Payment Contract. 

Each Installment Payment will be payable to the Authority on or before the 25th day of the month before its 
due date in lawful money of the United States of America; however, the Trustee will not be under any obligation to 
acknowledge receipt of such funds or to demand payment thereof until each Installment Payment Date. In the event 
the City fails to make any of the payments required to be made by it under this section, such payment will continue 
as an obligation of the City until such amount will have been fully paid and the City agrees to pay the same with 
interest accruing thereon at the rate or rates of interest then applicable to the remaining unpaid principal balance of 
the Installment Payments if paid in accordance with their terms. 

Obligation to Pay. The obligation of the City to make the Instalhnent Payments is absolute and 
unconditional, and until such time as the Total Payments will have been paid in full (or provision for the payment 
thereof will have been made pursuant to the Installment Payment Contract), the City will not discontinue or suspend 
any Installment Payments required to be made by it under this section when due, whether or not the Golf Course 
Project or any part thereof is operating or operable or has been completed, or its use is suspended, interfered with, 
reduced or curtailed or terminated in whole or in part, and such payments will not be subject to reduction whether by 
offset or otherwise and will not be conditional upon the performance or nonperformance by any party of any 
agreement, for any cause whatsoever; provided, however that in accordance with the Installment Payment Contract 
the City's obligation to so make the Installment Payments is payable solely from Golf Course Revenues. 

Revenues 

Pledge of Golf Course Revenues. All Golf Course Revenues are irrevocably pledged to the 
payment of the Installment Payments as provided in the Installment Payment Contract and the Golf Course 
Revenues will not be used for any other purpose while any of the Installment Payments remain unpaid; provided, 
however that out of the Golf Course Revenues there may be apportioned such sums for such purposes as are 
expressly permitted by the Installment Payment Contract. This pledge will constitute a first lien on the Golf Course 
Revenues for the payment of the Installment Payments and all other Installment Payment Contracts and Golf Course 
Revenue Bonds in accordance with the terms of the Instalhnent Payment Contract. 

Allocation of Golf Course Revenues. (a) In order to carry out and effectuate the pledge and lien 
set forth in the Installment Payment Contract, all Golf Course Revenues will be deposited when and as available or 
received in the City of San Mateo Golf Course Revenue Fund, which fund is established pursuant to the Installment 
Payment Contract, and which the City agrees and covenants to maintain so long as any Installment Payments remain 
unpaid, and all moneys in the Golf Course Revenue Fund will be so held in trust and applied and used solely as 
provided in the Installment Payment Contract. All moneys in the Golf Course Revenue Fund will be set aside by the 
City at the following times in the following respective special funds in the following order of priority: 

(i) Maintenance and Operation Fund (which is established under the 
Installment Payment Contract and which is held by the City and which the City agrees and covenants to 
maintain so long as any Installment Payments remain unpaid); and 

(ii) Installment Payment Fund (which is established under the Installment 
Payment Contract and which is held by the City and which the City agrees and covenants to maintain so 
long as any Installment Payments remain unpaid), including the Series 2007B Installment Payment 
Account within such fund (to be held by the City); and 

(iii) The Reserve Fund established pursuant to the Trust Agreement, to the 
extent necessary to increase the amount therein to the Reserve Fund Requirement. 
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All moneys in each of such funds will be held in trust and will be applied, used and withdrawn only for the purposes 
authorized in the Installment Payment Contract. 

Maintenance and Operation Fund. On or before the 25th day of each month, the City will, from the 
moneys in the Golf Course Revenue Fund, pay for deposit in Maintenance and Operation Fund an amount at least 
equal to the Maintenance and Operation Costs becoming due in the next succeeding month. 

Installment Payment Fund. On or before the 25th day of each January and July, commencing January 25, 
2008, the City will, from the moneys in the Golf Course Revenue Fund, pay, without preference or priority, and in 
the event of any insufficiency of such moneys ratably without any discrimination or preference, for deposit in the 
Series 2007B Installment Payment Account within the Installment Payment Fund, (i) the aggregate amount of 
interest becoming due on the Series 2007B Installment Payments on the next Interest Payment Date; and (ii) for 
deposit into such fund or account as may be provided therefor, in the case of Golf Course Revenue Bonds or 
Installment Payments other than the Series 2007B Installment Payments, a sum equal to the aggregate amount of 
interest becoming due on such Installment Payment Contracts and Golf Course Revenue Bonds on the next Interest 
Payment Date; provided, that if interest is then accruing on the unpaid balance of the principal amount of any series 
or issue of Instalhnent Payment Contracts or Golf Course Revenue Bonds at other than a fixed rate, such amount 
with respect to such Installment Payment Contracts and Golf Course Revenue Bonds will be equal to 110% of the 
amount of interest so accruing during the immediately preceding six months on such unpaid principal amount, plus 
(iii) one-half (1/2) of the aggregate amount of principal becoming due ( due to maturity, mandatory sinking fund 
payment or mandatory prepayment or otherwise) on the Series 2007B Installment Payments, Installment Payment 
Contracts and Golf Course Revenue Bonds during the next succeeding twelve months, but excluding from such 
amounts of principal any series or issue of such Golf Course Revenue Bonds or Instalhnent Payment Contracts 
having 25% or more of the aggregate principal amount of such series or issue due in any one year if such series or 
issue is secured by the proceeds of a letter of credit, revolving credit agreement or similar credit arrangement. 

No deposit need be made in the Series 2007B Installment Payment Account if the amount available and 
contained therein is at least equal to the amount of interest becoming due on the next succeeding Instalhnent 
Payment Date, plus the amount of principal becoming due under the Installment Payment Contract on the next 
succeeding Instalhnent Payment Date for each such series. 

All moneys in the Series 2007B Installment Payment Account will be withdrawn by the City solely for the 
purpose of paying the Series 2007B Installment Payments to the Authority as they become due and payable; 
provided, however that such amounts as the City determines in the Tax Certificate to be necessary to comply with 
the Installment Payment Contract may be withdrawn by the City and transferred and applied pursuant thereto. 

Replenishment of Reserve Fund. On or before the 25th day of each January and July, commencing 
January 25, 2008, the City will, from the moneys in the Golf Course Revenue Fund pay for deposit into the Reserve 
Fund the amount of one-half (1/2) of the aggregate amount of any withdrawal from the Reserve Fund in order to 
make a payment of principal or interest on Golf Course Revenue Bonds, so that the Reserve Fund is replenished to 
the Reserve Fund Requirement within one year following such withdrawal. 

Surplus. On the last day of each such January and July, all remaining moneys in the Golf Course 
Revenue Fund will be deposited by the City in the golf course enterprise fund or in such other fund as may be 
determined by the City for expenditure for any lawful purpose of the City. 

Covenants of the City 

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

The City will faithfully observe and perform all the agreements, conditions, covenants and terms 
contained in the Trust Agreement, the Site Lease and the Facility Lease required to be observed and performed by it, 
and it is expressly understood and agreed by and among the parties to the Installment Payment Contract, the Site 
Lease, the Facility Lease and the Trust Agreement that, subject to the Installinent Payment Contract, each of the 
agreements, conditions, covenants and terms contained in each such contract and agreement is an essential and 
material term of the payment with respect to the Golf Course Project by the City pursuant to, and in accordance 
with, and as authorized under the Act. 

Against Encumbrances. The City will not make any pledge of or place any lien on the Golf 
Course Revenues equal to the pledge and lien under the Installment Payment Contract for the Installinent Payments 
except as may be permitted thereunder. 

Against Sale or Other Disposition of Golf Course. Unless otherwise approved in writing by the 
Bond Insurer, except for Permitted Encumbrances, the City will not sell, lease or otherwise dispose of the Golf 
Course or any part thereof essential to the proper operation of the Golf Course or to the maintenance of the Golf 
Course Revenues. The City will not enter into any agreement or lease which impairs the operation of the Golf 
Course or any part thereof necessary to secure adequate Golf Course Revenues for the payment of the Installment 
Payments, or which would otherwise impair the rights of the Authority with respect to the Golf Course Revenues or 
the operation of the Golf Course. Any real or personal property which has become nonoperative or which is not 
needed for the efficient and proper operation of the Golf Course, or any material or equipment which has become 
worn out, may be sold at not less than the market value thereof if such sale will not reduce the Golf Course 
Revenues and if the proceeds of such sale are deposited in the Revenue Fund. 

Against Federal Income Taxation. The City will not directly or indirectly use or permit the use 
of any proceeds of the obligation provided in the Installinent Payment Contract or any other funds of the City or take 
or omit to take any action that would cause such obligation to be an "arbitrage bond" within the meaning of Section 
148(a) of the Code or a "federal-guaranteed obligation" within the meaning of Section 149(b) of the Code or a 
"private activity bond" as described in Section 141 of the Code. The City will not allow 10% or more of the 
proceeds of the obligations to be used in the trade or business of any nongovernmental units and will not loan 5% or 
more of the proceeds of the obligations to any nongovernmental units. 

To that end, as long as any Installment Payments are unpaid, the City will comply with all 
requirements of such sections of the Code to the extent applicable to the obligations provided in the Installment 
Payment Contract. In the event that at any time the City is of the opinion that for purposes of the Installment 
Payment Contract it is necessary to restrict or to limit the yield on the investment of any moneys held by the City 
thereunder or by the Trustee under the Trust Agreement, the City will so instruct the Trustee in writing, and the 
Trustee, as appropriate, will act in accordance with such instructions. 

The City and the Authority covenant that they will at all times do and perform all acts necessary or 
desirable in order to assume that the interest component of the Installment Payments will not be included in gross 
income of the holders of the Golf Course Revenue Bonds for federal income tax purposes and will take no action 
that would result in such interest being so included. The City covenants to abide by all of the covenants, terms and 
conditions relating to the City set forth in the Trust Agreement. 

Prompt Acquisition and Construction. The City will take all necessary and appropriate steps as 
agent of the Authority to acquire and construct the Golf Course Project with all practicable dispatch and in an 
expeditious manner and in conformity with law so as to complete the same as soon as possible. 
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Maintenance and Operation of the Golf Course; Budgets. The City will maintain and preserve 
the Golf Course in good repair and working order at all times and will operate the Golf Course in an efficient and 
economical manner and will pay all Maintenance and Operation Costs of the Golf Course as they become due and 
payable. On or before the first date of each Fiscal Year ( commencing July 1, 2008), the City will adopt and file with 
the Authority a budget approved by the City Council setting forth the estimated Maintenance and Operation Costs of 
the Golf Course. Any budget may be amended at any time during any Fiscal Year and such amended budget will be 
filed by the City with the Authority. 

Payment of Claims. The City will pay and discharge any and all lawful claims for labor, materials 
or supplies which, if unpaid, might become a lien on the Golf Course Revenues or any part thereof or on any funds 
in the hands of the City prior or superior to the lien of the Installinent Payments or which might impair the security 
of the Installment Payments. 

Accounting Records; Financial Statements and Other Reports. 

(a) The City will keep appropriate accounting records in which complete and correct entries will 
be made of all transactions relating to the Golf Course, which records will be available for inspection by the 
Authority at reasonable hours and under reasonable conditions. 

(b) The City will prepare and file with the Trustee and the Authority annually within 210 days 
after the close of each Fiscal Year (commencing with the Fiscal Year ending June 30, 2008): 

(i) financial statements of the City for the preceding Fiscal Year prepared in 
accordance with generally accepted accounting principles, together with an Accountant's Report thereon; 
and 

(ii) a certificate of insurance as to all insurance policies maintained and self-
insurance programs maintained by the City with respect to the Golf Course as of the close of such Fiscal 
Year, including the names of the insurers which have issued the policies and the amounts thereof and the 
property or risks covered thereby and that such insurance satisfies the requirements of the Instalhnent 
payment contract. The Trustee has no responsibility for the coverage or adequacy of any insurance or self
msurance. 

(c) The City will provide annually not more than 210 days after the close of each Fiscal Year 
(commencing with the Fiscal Year ending June 30, 2008) a summary report (which may be in the form of the 
audited financial statements of the City) showing in reasonable detail the Golf Course Revenues and the 
Maintenance and Operation Costs of the Golf Course for such Fiscal Year to the Trustee and the Authority. 

(d) The City will keep, and will cause the Trustee to keep proper books of record and account in 
accordance with the Trustee's standards in which complete and correct entries will be made of all transactions 
relating to the receipt, investment, disbursement, allocation and application of the Installment Payments and the 
proceeds of the obligations provided in the Installinent Payment Contract. Such records will specify the account or 
fund to which each investment (or portion thereof) held pursuant to the Installment payment contract and the Trust 
Agreement is to be allocated and will set forth, in the case of each Investment Security, (i) its purchase price, 
(ii) identifying information, including par amount, coupon rate, and payment dates, (iii) the amount received at 
maturity or its sale price, as the case may be, (iv) the amounts and dates of any payments made with respect thereto, 
and (v) such other documentation as the City deems necessary. 

Payment of Taxes and Compliance with Governmental Regulations. The City will pay and 
discharge all taxes, assessments and other goverrunental charges which may be lawfully imposed upon the Golf 
Course or any part thereof or the Golf Course Revenues when the same will become due. The City will duly 
observe and conform with all valid regulations and requirements of any governmental authority relative to the 
operation of the Golf Course or any part thereof, but the City will not be required to comply with any regulations or 
requirements so long as the validity or application thereof will be contested in good faith. 
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Amount of Rates and Charges. To the extent reasonably practicable, the City will fix, prescribe 
and collect rates and charges for the Golf Course which are reasonably fair and nondiscriminatory and will establish 
a budget that will enable the City to collect such rates and charges and other amounts which will be at least 
sufficient to yield during each Fiscal Year an amount not less than the sum of: (i) the Maintenance and Operation 
Costs of the Golf Course for such Fiscal Year; and (ii) one (I) times the debt service on all Installment Payments for 
such Fiscal Year, to the extent they are then unpaid or are not discharged in accordance with their terms. 

Assignment of Authority's Rights. As security for the payment of the Golf Course Revenue 
Bonds, the Authority will assign to the Trustee the Authority's rights under the Installment Payment Contract, 
including the right to receive payments thereunder, and the Authority directs the City to make the payments required 
under the Installment Payment Contract directly to the Trustee. The City consents to such assigmnent and agrees to 
make payments directly to the Trustee without defense or set-off by reason of any dispute between the City and the 
Authority or the Trustee. 

Prepayment oflnstallment Payments 

Under the Facility Lease, the City may or will, as the case may be, prepay from the proceeds of 
insurance or eminent domain proceedings certain Base Rental Payments. The City's obligation to make Installment 
Payments on any Installment Payment Date will be deemed satisfied to the extent that any such prepayment of Base 
Rental Payments has been made as of such date. The Series 2007B Installment Payments, together with any 
prepayment premium due on the Series 2007B Bonds as set forth in the Trust Agreement, may be prepaid by the 
City upon notice to the Trustee as required in the Trust Agreement in whole or in part on any Installment Payment 
Date from any available funds. Notwithstanding any such prepayment, the City will not be relieved of its 
obligations under the Installment Payment Contract until the Total Payments will have been fully paid (or provision 
for payment thereof will have been provided pursuant to the Installment Payment Contract and to the written 
satisfaction of the Authority). 

Events of Default 

Any one or more of the following events will constitute an Event of Default under the Installment 
Payment Contract: 

(1) if default will be made in the due and punctual payment of any Installment Payment or any 
Installment Payment Contract or Golf Course Revenue Bond when and as the same will become due and payable; 

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

(3) if the City will 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 will approve a petition filed with or without the consent of the City seeking arrangement or 
reorganization under the federal bankruptcy laws or any other applicable law of the United States of America or any 
state therein, or if under the provisions of any other law for the relief or aid of debtors any court of competent 
jurisdiction will assume custody or control of the City or of the whole or any substantial part of its property. 
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Discharge of Obligations 

When (a) all or any portion of not less than $100,000 of the Installment Payments will have 
become due and payable in accordance with the Installment Payment Contract or a written notice of the City to 
prepay all or any portion of not less than $100,000 of the Installment Payments will have been filed with the 
Trustee; and (b) there will have been deposited with the Trustee at or prior to the Installment Payment Date (or 
dates) specified for prepayment, in trust for the benefit of the Authority or its assigns and irrevocably appropriated 
and set aside to the payment of all or any portion of not less than $100,000 of the Installment Payments sufficient 
Government Securities, the principal of and interest on which when due will provide money sufficient to pay all 
principal, prepayment premium, if any, and interest of such Instalhnent Payments to their respective Installment 
Payment Dates or to their prepayment date or dates as the case may be; and (c) provision will have been made for 
paying all fees and expenses of the Trustee so long as such Instalhnent Payments will remain unpaid, then and in 
that event, if an opinion of Bond Counsel is filed with the Trustee to the effect that the actions authorized by and 
taken pursuant to the Instalhnent Payment Contract will not adversely affect the exclusion of the interest portion of 
the Instalhnent Payments from gross income for federal income tax purposes, the right, title and interest of the 
Authority in the Installment Payment Contract and the obligations of the City thereunder will, with respect to all or 
such portion of the Installment Payments as have been so provided for, thereupon cease, terminate, become void and 
be completely discharged and satisfied (except for the right of the Trustee and the obligation of the City to have such 
moneys and such Government Securities applied to the payment of such Instalhnent Payments). In such event, upon 
request of the City, the Trustee will cause an accounting for such period or periods as may be requested by the City 
to be prepared and filed with the City and will execute and deliver to the City all such instruments as may be 
necessary to evidence such total or partial discharge and satisfaction, as the case may be, and, in the event of a total 
discharge and satisfaction, the Trustee will pay over to the City, as an overpayment of Installment Payments, all 
such moneys or such Government Securities held by it pursuant to the Installment Payment Contract other than such 
moneys and such Government Securities as are required for the payment or prepayment of the Instalhnent Payments 
which moneys and Government Securities will continue to be held by the Trustee in trust for the payment of the 
Installment Payments and will be applied by the Trustee to the payment of the Instalhnent Payments of the City. 
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APPENDIXE 

FORM OF CONTINUING DISCLOSURE AGREEMENT 

This Continuing Disclosure Agreement (the "Disclosure Agreement") is executed and delivered by the City 
of San Mateo (the "City") and The Bank of New Yark Trust Company, N.A, as trustee (the "Trustee") in 
connection with the issuance by the City of San Mateo Joint Powers Financing Authority (the "Authority") of 
$9,125,000 Revenue Bonds (Golf Course Project), Refunding Series 2007B (the "Series 2007B Bonds"). The Series 
2007B Bonds are being issued pursuant to a Trust Agreement, dated as of October I, 2007 (the "Trust Agreement"), 
by and between the Authority and the Trustee. Pursuant to the Facility Lease (Golf Course Project), dated as of 
October I, 2007 (the "Facility Lease"), the City has covenanted to comply with its obligations hereunder and to 
assume all obligations for continuing disclosure with respect to the Series 2007B Bonds. The Series 2007B Bonds 
and additional Series of Bonds are referred to herein as the "Bonds". The Series 2007B Bonds are being issued to 
refinance certain capital improvements (the "Golf Course Project") to the City's golf course enterprise (the 
"Enterprise") and certain municipal park and recreational facilities of the City. The City and Trustee covenant and 
agree as follows: 

Section 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is being executed and 
delivered by the City for the benefit of the Holders and Beneficial Owners of the Series 2007B Bonds and in order to 
assist the Participating Underwriter in complying with Securities and Exchange Commission Rule l 5c2-l 2(b )(5). 

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

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

"Beneficial Owner" shall mean any person which has or shares the power, directly or indirectly, to make 
investment decisions concerning ownership of any Series 2007B Bonds (including persons holding Series 2007B 
Bonds through nominees, depositories or other intermediaries). 

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

"Dissemination Agent" shall mean the City, or any successor Dissemination Agent designated in writing by 
the City pursuant to Section 7 of this Disclosure Agreement and which has filed with the City and the Trustee a 
written acceptance of such designation. The City hereby designates the Trustee to be the initial Dissemination 
Agent and the Trustee hereby accepts such designation. 

"Listed Events" shall mean any of the events listed in Section 5( a) of this Disclosure Agreement. 

"National Repository" shall mean any Nationally Recognized Municipal Securities Information Repository 
for purposes of the Rule. A list of such National Repositories 1s available at 
http://www. sec .gov /info/m unicipal/nnn sir.him. 

"Participating Underwriter" shall mean the original underwriter of the Series 2007B Bonds required to 
comply with the Rule in connection with offering of the Series 2007B Bonds. 

"Purchaser" shall mean Citigroup Global Markets Inc. 

"Repository" shall mean each National Repository and each State Repository. 
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"Rule" shall mean Rule 15c2-12(b )(5) adopted by the Securities and Exchange Commission under the 
Securities Exchange Act of 1934, as the same may be amended from time to time. 

"State "shall mean the State of California. 

"State Repository" shall mean any public or private repository or entity designated by the State as a state 
repository for the purpose of the Rule and recognized by the Securities and Exchange Commission. As of the date 
of this Disclosure Agreement, there is no State Repository. 

Section 3. Provision of Armual Reports. 

(a) The City shall, or shall cause the Dissemination Agent to, not later than seven months after the end of 
the City's fiscal year, commencing with the report for the 2006-2007 fiscal year, provide to each Repository, and to 
the Purchaser at the address set forth in Section 13 an Annual Report which is consistent with the requirements of 
Section 4 of this Disclosure Agreement, with a copy to the Trustee. The Annual Report may be submitted as a 
single document or as separate documents comprising a package, and may cross-reference other information as 
provided in Section 4 of this Disclosure Agreement; provided that the audited financial statements of the City may 
be submitted separately from the balance of the Annual Report, and later than the date required above for the filing 
of the Annual Report if not available by that date. If the City's fiscal year changes, it shall give notice of such 
change in the same manner as for a Listed Event under Section 5(c) hereof The City shall provide a written 
certification with each Annual Report to the effect that such Annual Report constitutes the Annual Report required 
to be furnished by it hereunder. The Dissemination Agent may conclusively rely upon such certification of the City 
and shall have no duty or obligation to review such Annual Report. 

(b) Not later than fifteen (15) Business Days prior to said date, the City shall provide the Annual Report to 
the Dissemination Agent (if other than the City). If the City is unable to provide the Repositories an Annual Report 
by the date required in subsection (a), the City shall send a notice to each Repository in substantially the form 
attached hereto as Exhibit A 

( c) The Dissemination Agent, to the extent the City has provided the Annual Report to the Dissemination 
Agent, shall: 

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

(ii) file a report with the City (if the Dissemination Agent is other than the City) certifying that 
the Annual Report has been provided pursuant to this Disclosure Agreement, stating the date it was provided and 
listing all the Repositories to which it was provided. 

Section 4. Content of Annual Reports: The City's Annual Report shall contain or incorporate by 
reference the following: 

(a) Audited Financial Statements of the City and the Enterprise, prepared in accordance with generally 
accepted accounting principles as promulgated to apply to governmental entities from time to time by the 
Governmental Accounting Standards Board. If the City's audited financial statements are not available at the time 
the Annual Report is required to be filed pursuant to Section 3(a), the Annual Report shall contain unaudited 
financial statements in a format similar to the financial statements contained in the final Official Statement, and the 
audited financial statements shall be filed in the same manner as the Annual Report when they become available. 

(b) The following additional items with respect to the Series 2007B Bonds and the Enterprise: 

1. Principal amount of each Series of Bonds and any Parity Debt outstanding. 

2. Balance in the Reserve Fund. 
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3. Updated information set forth in the table of the Official Statement entitled "City of 
San Mateo Statement of Golf Course Revenues and Expenses" under the heading "SECURITY AND SOURCES OF 
PAYMENT FOR THE BONDS-Golf Course Revenues". 

4. Status of any significant legislative, administrative, and judicial challenges to the 
operation of the Enterprise known to the City. 

5. Status of any claim against the Enterprise regarding construction of any projects of 
the Enterprise. 

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

Section 5. Reporting of Significant Events. 

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

(I) principal and interest payment delinquencies. 
(2) non-payment related defaults. 
(3) modifications to rights of Series 2007B Bond Holders. 
( 4) optional, contingent or unscheduled bond calls. 
(5) defeasances. 
(6) rating changes. 
(7) adverse tax opinions or events affecting the tax-exempt status of the Series 2007B Bonds. 
(8) unscheduled draws on the debt service reserves reflecting financial difficulties. 
(9) unscheduled draws on the credit enhancements, reflecting financial difficulties. 
(10) substitution of the credit or liquidity providers or their failure to perform. 
(11) release, substitution or sale of property securing repayment of the Series 2007B Bonds. 

(b) The Trustee shall, within two (2) Business Days of obtaining actual knowledge at the corporate trust 
office specified in Section 13 hereof of the occurrence of any of the Listed Events, contact the Disclosure 
Representative, inform such person of the event, and request that the City promptly notify the Trustee in writing 
whether or not to report the event pursuant to subsection (f); provided that the failure by the Trustee to so notify the 
Disclosure Representative and make such request shall not relieve the City of its duty to report Listed Events as 
required by this Section 5, nor impose any liability on the Trustee. 

(c) Upon the occurrence of a Listed Event, the City shall as soon as possible determine if such event 
would be material under applicable federal securities law. 

(d) If the City has determined that the occurrence of a Listed Event would be material under applicable 
federal securities laws, the City shall promptly notify the Trustee in writing. Such notice shall instruct the Trustee to 
report the occurrence pursuant to subsection (f). 

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

(f) If the Trustee has been instructed by the City to report the occurrence of a Listed Event, the Trustee 
shall file a notice of such occurrence with the Municipal Securities Rulemaking Board and the Repositories. 
Notwithstanding the foregoing, notice of Listed Events described in subsections (a) ( 4) and (5) need not be given 
under this subsection any earlier than the notice (if any) of the underlying event is given to Holders of affected 
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Series 2007B Bonds pursuant to the Trust Agreement and notice of a Listed Event under this Section 5 is only 
required following the occurrence of the Listed Event. 

Section 6. Termination of Reporting Obligation. The City's, the Trustee's and the Dissemination 
Agent's obligations under this Disclosure Agreement shall terminate upon the legal defeasance prior to redemption 
or payment in full of all of the Series 2007B Bonds. If such termination occurs prior to the final maturity of the 
Series 2007B Bonds, the City shall give notice of such termination on the same manner as for a Listed Event under 
Section 5(f). 

Section 7. Dissemination Agent. The City may, from time to time, appoint or engage a Dissemination 
Agent to assist it in carrying out its obligations under this Disclosure Agreement, and may discharge any such 
Agent, with or without appointing a successor Dissemination Agent. The Dissemination Agent shall not be 
responsible in any manner for the content of any notice or report prepared by the City pursuant to this Disclosure 
Agreement. The initial Dissemination Agent shall be the Trustee. 

Section 8. Amendment Waiver. Notwithstanding any other provisions of this Disclosure Agreement, 
the City may amend this Disclosure Agreement, and any provision of this Disclosure Agreement may be waived, 
provided that the following conditions are satisfied: 

(a) if the amendment or waiver relates to the provisions in Section 3(a), 4 or 5(a) it 
may only be made in connection with a change in circumstances that arises from a change in legal 
requirements, change in law, or change in the identity, nature or status of an obligated person with 
respect to the Series 2007B Bonds or the type of business conducted; 

(b) the undertaking as amended or taking into account such waiver would, in the 
opinion of nationally recognized bond counsel have complied with the requirements of the Rule at 
the time of the original issuance of the Series 2007B 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 either (i) is approved by the Holders of the Series 
2007B Bonds in the same manner as provided in the Trust Agreement for amendments to the Trust 
Agreement with the consent of Holders, or (ii) does not, in the opinion of a nationally recognized 
bond counsel, materially impair the interests of the Series 2007B Bond Holders or Beneficial 
Owners of the Series 2007B Bonds. 

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

Section 9. Additional Information. Nothing in this Disclosure Agreement shall be deemed to prevent the 
City from disseminating any other information, 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 is required by this Disclosure Agreement. If City 
chooses to include any information in any Ammal Report or notice of occurrence of a Listed Event in addition to 
that which is specifically required by this Disclosure Agreement, the City shall have no obligation under this 
Disclosure Agreement to update such information or include it in any future Armual Report or notice of occurrence 
of a Listed Event. 
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Section 10. Default. In the event of a failure of the City to comply with any provisions of this 
Disclosure Agreement any Participating Underwriter or the Holders of at least 25% aggregate principal amount of 
the outstanding Series 2007B Bonds shall or any Holder or Beneficial Owner of the Series 2007B Bonds 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 Disclosure Agreement. A default under this 
Disclosure Agreement shall not be deemed an Event of Default under the Trust Agreement, and the sole remedy 
under this Disclosure Agreement in the event of any failure of the City or the Dissemination Agent to comply with 
this Disclosure Agreement shall be an action to compel performance. 

Section 11. Duties, Immunities and Liabilities of Trustee and Dissemination Agent. The Dissemination 
Agent shall have only such duties as are specifically set forth in this Disclosure Agreement, and the City agrees to 
indemnify and save the Dissemination Agent and the Trustee, their officers, directors, employees and agents, 
harmless against any loss, expense and liabilities 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 fees) of defending against 
any claim of liability, but excluding liabilities due to the Dissemination Agent's negligence or willful misconduct. 
The obligations of the City under this Section shall survive resignation or removal of the Dissemination Agent and 
payment of the Series 2007B Bonds. If it performs the duties assigned to it hereunder, the Trustee shall not be 
responsible to any person for any failure by the City or the Dissemination Agent (if other than the Trustee) to 
perform duties or obligations imposed hereby, or for any decision of the City regarding the reporting of Listed 
Events. The Dissemination Agent, if other than the City, shall not shall not be responsible in any manner for the 
format or content of any notice or Annual Report prepared by the City pursuant to this Disclosure Agreement. If the 
Dissemination Agent is other than the City, the City will pay reasonable compensation to, and reimburse the 
expenses of, the Dissemination Agent. 

Section 12. Beneficiaries. The Disclosure Agreement shall inure solely to the benefit of the City and 
Trustee, the Dissemination Agent, the Participating Underwriter and Holders and Beneficial owners from time to 
time of the Series 2007B Bonds, and shall create no rights in any other person or entity. 

Section 13. Use of Central Post Office. Notwithstanding any other provision of this Disclosure 
Agreement, the Annual Report and notices of material events shall be filed either directly with each Repository or, 
at the option of the Agency, through DisclosureUSAorg <http://www.disclosureusa.org> or any similar electronic 
filing service approved for such purpose by the Securities and Exchange Commission. If filed by the Agency or the 
Dissemination Agent with DisclosureUSAorg, Annual Reports and notices of material events will be forwarded 
automatically to each Repository and no separate filing with the Repositories will be made by the Agency or the 
Dissemination Agent. 

Section 14. Notices. Any notices or communications to or among any of the parties to this Disclosure 
Agreement may be given as follows: 

To the City: 

To the Trustee and 
initial Dissemination Agent: 

City of San Mateo 
330 W. 20th Avenue 
San Mateo, CA 94403 
Attention: 
Telephone: 
Fax: 

Finance Director 
( 415) 377-3400 
( 415) 377-3494 

The Bank of New Yark Trust Company, N.A 
Attn: Corporate Trust 
550 Kearny Street, Suite 600 
San Francisco, CA 94108 
Attn: Corporate Trust 
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Any notice or communication to the Purchaser may be given as follows: 

Citigroup Global Markets Inc. 
444 South Flower Street 
Los Angeles, CA 90071 
Attention: Tasha Bartuzik 
Telephone (213) 486-8817 
Fax (213) 486-7194 

Section 15. Counterparts. This Disclosure Agreement may be executed in several counterparts, each of 
which shall be an original and all of which shall constitute but one and the same instrument. 

Date: October 1, 2007 

CITY OF SAN MATEO 

By:-----------------
Mayor 

THE BANK OF NEW YORK TRUST COMPANY, NA, 
as Trustee 

By:-----------------
Authorized Officer 
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Name of Issuer: 

EXHIBIT A 

NOTICE TO MUNICIPAL SECURITIES RULEMAKING BOARD OF 
FAILURE TO FILE ANNUAL REPORT 

City of San Mateo Joint Powers Financing Authority 

Name of Bond Issue: City of San Mateo Joint Powers Financing Authority Revenue Bonds (Golf Course 
Project), Refunding Series 2007B 

NOTICE IS HEREBY GIVEN that the City of San Mateo (the "City") has not provided an Annual Report 
with respect to the above-named Bonds as required by Section 8.08 of the Facility Lease (Golf Course Project), 
dated as of October I, 2007 (the "Facility Lease"), by and between the Issuer and the City. The City anticipates that 
the Annual Report will be filed by ________ _ 

Dated: _______ _ 

THE BANK OF NEW YORK TRUST COMPANY, NA, on 
behalf of City 

By:-----------------
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APPENDIXF 

PROPOSED FORM OF OPINION OF BOND COUNSEL 

[ closing date] 

City of San Mateo Joint Powers Financing Authority 
San Mateo, California 

Ladies and Gentlemen: 

City of San Mateo Joint Powers Financing Authority 
Revenue Bonds (Golf Course Project) 

Refunding Series 2007B 
(Final Opinion) 

We have acted as bond counsel to the City of San Mateo Joint Powers Financing Authority (the 
"Authority") in connection with the issuance of $9,125,000 aggregate principal amount of City of San Mateo Joint 
Powers Financing Authority Revenue Bonds (Golf Course Project), Refunding Series 2007B (the "Series 2007B 
Bonds"), issued pursuant to Article 4 of Chapter 5 of Division 7 of Title I of the California Government Code and a 
Trust Agreement, dated as of October I, 2007 (the "Trust Agreement"), between the Authority and The Bank of New 
Yark Trust Company, N.A, as trustee (the "Trustee"). Capitalized terms not otherwise defined herein shall have the 
meanings ascribed thereto in the Trust Agreement. 

In such connection, we have reviewed a Facility Lease (Golf Course Project), dated as of October I, 
2007 (the "Facility Lease"), between the Authority, as lessor, and the City of San Mateo, as lessee (the "City"), a Site 
Lease, dated as of October I, 2007 (the "Site Lease"), between the City, as lessor, and the Authority, as lessee, an 
lnstalhnent Payment Contract, dated as of October I, 2007 (the "Installment Payment Contract"), between the City and 
the Authority, the Trust Agreement, the Tax Certificate of the Authority and the City, dated the date hereof (the "Tax 
Certificate"), opinions of counsel to the Authority, the City and the Trustee, certificates of the Authority, the City, the 
Trustee and others, and such other documents, opinions and matters to the extent we deemed necessary to render the 
opinions set forth herein. 

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and 
court decisions and cover certain matters not directly addressed by such authorities. Such opinions may be affected by 
actions taken or omitted or events occurring after the date hereof. We have not undertaken to determine, or to inform 
any person, whether any such actions are taken or omitted or events do occur or any other matters come to our attention 
after the date hereof Accordingly, this opinion 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 Series 2007B Bonds has concluded with their 
issuance, and we disclaim any obligation to update this letter. We have assumed the genuineness of all documents and 
signatures presented to us (whether as originals or as copies) and the due and legal execution and delivery thereof by, 
and validity against, any parties other than the Authority and the City. We have assumed, without undertaking to 
verify, the accuracy of the factual matters represented, warranted or certified in the documents, and of the legal 
conclusions contained in the opinions, referred to in the second paragraph hereof. Furthermore, we have assumed 
compliance with all covenants and agreements contained in the Trust Agreement, the Facility Lease, the Site Lease, the 
lnstalhnent Payment Contract and the Tax Certificate, including (without limitation) covenants and agreements 
compliance with which is necessary to assure that future actions, omissions or events will not cause interest on the 
Series 2007B Bonds to be included in gross income for federal income tax purposes. 

We call attention to the fact that the rights and obligations under the Series 2007B Bonds, the Trust 
Agreement, the Facility Lease, the Site Lease, the Instalhnent Payment Contract and the Tax Certificate and their 
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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 equitable principles, to the 
exercise of judicial discretion in appropriate cases, and to the limitations on legal remedies against joint powers 
agencies and cities in the State of California. We express no opinion with respect to any indemnification, contribution, 
penalty, choice of law, choice of forum, choice of venue, waiver or severability provisions contained in the foregoing 
documents, nor do we express any opinion with respect to the state or quality of title to, or interest in any of the real or 
personal property described in or subject to the lien of the Facility Lease, the Site Lease or the Trust Agreement or the 
accuracy or sufficiency of the description of any such property contained therein of, or the remedies available to 
enforce liens 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 Series 2007B Bonds and express no opinion with 
respect thereto. 

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

1. The Series 2007B Bonds constitute the valid and binding limited obligations of the 
Authority. 

2. The Trust Agreement has been duly executed and delivered by, and constitutes the valid 
and binding obligation of, the Authority. The Trust Agreement creates a valid pledge, to secure the payment of the 
principal of and interest on the Series 2007B Bonds, of the Revenues and any other amounts (including proceeds of the 
sale of the Series 2007B Bonds) held by the Trustee in any fund or account established pursuant to the Trust 
Agreement, except the Rebate Fund, subject to the provisions of the Trust Agreement permitting the application thereof 
for the purposes and on the terms and conditions set forth in the Trust Agreement. 

3. The Facility Lease and the Installment Payment Contract have been executed and delivered 
by, and constitute the valid and binding obligations of, the City and the Authority. 

4. Interest on the Series 2007B Bonds is excluded from gross income for federal income tax 
purposes under Section 103 of the Internal Revenue Code of 1986 and is exempt from State of California personal 
income taxes. Interest on the Series 2007B Bonds is not a specific preference item for purposes of the federal 
individual or corporate alternative minimum taxes, although we observe that interest on the Series 2007B Bonds is 
included in adjusted current earnings when calculating corporate alternative minimum taxable income. We express no 
opinion regarding other tax consequences related to the ownership or disposition of, or the accrual or receipt of interest 
on, the Series 2007B Bonds. 

Faithfully yours, 

ORRICK, HERRINGTON & SUTCLIFFE LLP 

per 
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APPENDIXG 

ANNUAL BASE RENTAL PAYMENT SCHEDULE 

Base Rental Bond Year Fiscal Year 
Payment Date* Princi~al Interest Period Total Total Total 

2/1/2008 
8/1/2008 $187,770.63 $187,770.63 
2/1/2009 187,770.63 187,770.63 $375,541.25 
8/1/2009 187,770.63 187,770.63 $375,541.25 
2/1/2010 187,770.63 187,770.63 375,541.25 
8/1/2010 $305,000 187,770.63 492,770.63 680,541.25 
2/1/2011 181,670.63 181,670.63 674,441.25 
8/1/2011 320,000 181,670.63 501,670.63 683,341.25 
2/1/2012 175,270.63 175,270.63 676,941.25 
8/1/2012 330,000 175,270.63 505,270.63 680,541.25 
2/1/2013 168,670.63 168,670.63 673,941.25 
8/1/2013 345,000 168,670.63 513,670.63 682,341.25 
2/1/2014 161,770.63 161,770.63 675,441.25 
8/1/2014 360,000 161,770.63 521,770.63 683,541.25 
2/1/2015 154,570.63 154,570.63 676,341.25 
8/1/2015 370,000 154,570.63 524,570.63 679,141.25 
2/1/2016 147,170.63 147,170.63 671,741.25 
8/1/2016 385,000 147,170.63 532,170.63 679,341.25 
2/1/2017 139,470.63 139,470.63 671,641.25 
8/1/2017 405,000 139,470.63 544,470.63 683,941.25 
2/1/2018 131,876.88 131,876.88 676,347.50 
8/1/2018 420,000 131,876.88 551,876.88 683,753.75 
2/1/2019 124,106.88 124,106.88 675,983.75 
8/1/2019 435,000 124,106.88 559,106.88 683,213.75 
2/1/2020 115,406.88 115,406.88 674,513.75 
8/1/2020 450,000 115,406.88 565,406.88 680,813.75 
2/1/2021 106,406.88 106,406.88 671,813.75 
8/1/2021 470,000 106,406.88 576,406.88 682,813.75 
2/1/2022 97,006.88 97,006.88 673,413.75 
8/1/2022 485,000 97,006.88 582,006.88 679,013.75 
2/1/2023 87,003.75 87,003.75 669,010.63 
8/1/2023 510,000 87,003.75 597,003.75 684,007.50 
2/1/2024 76,293.75 76,293.75 673,297.50 
8/1/2024 530,000 76,293.75 606,293.75 682,587.50 
2/1/2025 65,031.25 65,031.25 671,325.00 
8/1/2025 550,000 65,031.25 615,031.25 680,062.50 
2/1/2026 53,343.75 53,343.75 668,375.00 
8/1/2026 575,000 53,343.75 628,343.75 681,687.50 
2/1/2027 41,125.00 41,125.00 669,468.75 
8/1/2027 600,000 41,125.00 641,125.00 682,250.00 
2/1/2028 28,000.00 28,000.00 669,125.00 
8/1/2028 625,000 28,000.00 653,000.00 681,000.00 
2/1/2029 14,328.13 14,328.13 667,328.13 
8/1/2029 655,000 14,328.13 669,328.13 683,656.25 669,328.13 

* Payable on the 25th day of the preceding month. Pursuant to the Facility Lease, on any date upon which a Base Rental Payment installment 
is due, the Cit1s obligation to pay such Base Rental Payment installment shall be deemed satisfied to the extent that the Cit1s obligation to 
make Installment Payments has been satisfied as of such date. 
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APPENDIXH 

SPECIMEN TINANCIAL GUARANTY INSURANCE POLICY 
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F6IC 
Financial Guaranty Insurance Company 
Doing business in CaiijOrma as FU](' ln.rnrmu:e Company 
t 25 Park A venue 
!\ewYork,NY 10017 
T 212,312·3000 
T 800·352·000! 

Municipal Bond 
New Issue Insurance Policy 

Issuer: 

Bonds: 

Policy Number: 

Control Number: 0010001 

''""',» a New York stock insurance company, in Financial Guaranty lm;:urancc Cumpany ("Fimmcfal 
consideration of the payment of the pren:tium e terms of this Policy, hereby unconditionally 

I Association or its successor, as its agent (the 
portion of the principal and inrerest on the above

h shall become Due for Payment but shall be unpaid by 

lllld irrevocably agrees io pay to tLS. ! 
·'Fiscal Agent''}, for the benefit of Bon 
described debt obligations (the "Bonds'')•
reason of Nonp»ymcnt by the ls:mcr. 

Financial Guaranty will make such payments to the Fiscal Agent on the date such principal or interest 
becomes Due for Payment or 011 the Business D•y next following the day on which Financial Guaranty shall 
have received Notice o[Nonpaymcnt, whichever is lawr. The Fiscal Agent will disburse to tlie Bondholdc'T 
the face amount of principal and interest which is then Due for Payment hut is unpaid by reason of 
Nonpayment by the fssucr hut only upon receipt by the Fiscal Agent, in form reasonably satisfactory to it, of 
(i) evidence of the Bondholder's right to receive payment of the principal or interest Due for Payment and 
(ii) evidence, mc!udmg any appropriate instruments of assignment, that all of the Bondholder's rights to 
payuient of such principal or ,nterest Due for Payment shall thereupon vcsl in Financial Guaranty. Upon 
such dishurscmcnt, Financial Guaranty shall become the owner of the flond, appurtenant coupon or nght to 
payment of principal or mterest on such Bond ru1d shall be fully subrogated to all of the Bondholder's rights 
th~reunder. including the Bondholder's right to pay111ent thereof. 

This Policy i~ non-cancellable for any reason. 'l11e premium on this Policy is not refundable for any reason, 
mclmling t!J.e payment of the Bonds prior to their maturity. This Policy does not insure again&! loss of any 
prepayment premmm wltich may at any time be payable with respect to any Bond. 

As used herem, the term "Bondholder" meailli, as to a particular Bond, the person other than the Issuer who, 
at the time of Nonpayment, is entitled under the terms of such Bond to payment thereof. "Due for Payment" 
means, when re fen ing to lhc principal of a Bond, the slated maturity date thereof or the date on which the 
same shall have been duly called for mandatory sinking fund redemption and does not refer to any earlier 
date on which payment is due by reason of call for redemption (other than by rmmdatmy sinking fund 
re<lemption), accck:ratiun or other advancement of maturity and means, when referring to interest on a 
Bond, the stated dale for payment of interest "Nonpayment" in respect of a Bond means !he failure of the 
lssuer to have provided sufficient l\mds to the paying agent for payment in full of all 
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F6IC 
Financial Guaranty Insurance Company 
V,J1t,, bJ1.rm,.n in Caf{fornia as PGJC Jnsuram.:e Company 
l2S P1rk Avenue 
Nt~ty Yurk, NY 10017 
T 212<H2<;QOO 
T 80i}J5'..HJOlH 

Municipal Bond 
New Issue Insurance Policy 

pftncipal ;u,d Interest Due for Pvymcnt on such Boml "Notice'' means tdcphonic or telegraphic notice, 
~uh~~qut:mly confinned in writln~. or written notice by rc&.istered or mail, from a Bondholder or a 
paying agent for the Boml-.; to Financial Gmcranty. '•Business Da ny day other than a Saturday, 
Su11day or a day on which the fiscal Agc111 is auUmri,ed by law ed. 

Jn W itnetto; Whereot~ Financial Guaranty has caused 
be signed by 11s duly authorized officer in 
Guaranty by vi1tue oftbe c-ounters.lg.nature of.it~ ('' 
President 

Effe<livc Dale: 

ffixed wirh its corporate seal and 10 

me cffoctlvc and binding upon Financial 
ized repre:is:entative. 

Authorized Representative 

U.S. Bank Tmst Natiomil Association, acknowledges that it has agr•ed to pierfonn the duties of Fiscal 
Ai,Cnt umkr this Policy. 

Authorized OHicer 



F6IC 
Financial Guaranty lnsuranee Company 
Oaitig busiJwst iu CJ}lfhrniiJ 11s FGJI buurr.mce CompaJJy 
125 Park Avenue 
:,,.;t-w York, NY 10017 
T 21HIHOi~) 
T 800 3Sl"OOOI 

Endorsement 
To Financial Guaranty Insurance Company 
Insurance Policy 

Policy Number: 

h ls further understood that tbe tenn "Ncmpaymenfi i 
or interest made tn ::i Bondholder by or on behal 
such Bondholder pursuant to the United St.,ie~, 
with a final. mmappcalablc <>rdcr of a emf! hjjv\ '··-~ ", 

()01000! 

includes any payment of principal 
of such Oond which has been recovered from 

y Code by a tmstee in hankruptcy in accordance 
pc lent jwi1dlCLion. 

NOTHING HEREIN SHALL BE CON.STRUED TO WAIVE, ALTER, REDUCE OR AMEND 
COVERAGE lN ANY OTHER SECTION OF THE POLICY. IF FOUND CONTRARY TO THE 
POLICY LANGUAGE, TIIE TERMS or TlllS ENDORSEMENT SUPERSEDE T!IE POLICY 
LANGUAGE. 

In Wimess Wbcrt-o~ Financial Guaranty has caused this Endorsement to be affixed with Its corporate seal 
and lo be signed by its duly authorized officer in facs:im11e to become effective and hmdi11g upon Fmanc1al 
Guaranty by virtue of the countcr£ignnt:mc of its duly authorized representative, 

l'res:ident 

Effective Date: Authorized Representative 

Acknowledged as of the Jl:ffective Date written a hove: 

Aulbori,ed Officer 
IJ.S. Bank Trust National Assoclation1 as Fiscal Agent 



FGIC 
Financial Guar-• ty lnsuraneu Compal'ly 
Dning husine1;s in Califim1it. .rs FGIC !t, .. nm:mc.: Company 
125 Park Avenue 
l\ie•N York, NY JOO!) 
T 212 <H 2 <'H)O() 
T 8011·352·QQOI 

Mandatory California State 
Amendatory Endorsement 
To Financial Guaranty Insurance Company 
Insurance Policy 

Policy Numbu: 

The insurance provided by this Policy is 1 

(California Insurance Code, Article l~.2lt•· ,. 

ber: 0010001 

C > 
· the Califumla Insurance Guaranty Ass:ocianon 

NOTHING HEREIN SHALL BE CONSTRUED TO WAIVE, ALTER, REDUCE OR AMEND 
COVERAGE IN ANY OTHER SECTI01' OF THE POLICY. IF FOUND CONTRARY TO THE 
POLICY LANGUAGE, THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY 
LANGUAGE. 

111 Witness Wl1crcof, Financial Gu•ranty has caused this Emlorsomcnl lo be affixed with its corpo1atc seal 
and lo be •igncd by ils duly authorised officer m facsimile lo become effective and binding upon Financial 
Gu.,ranly hy virtue of the countc:nllgn• tnre of its duly authortzcd rcprcsc:nt• ti¥c. 

President 

Effective Date; Au!horiz!!d Representative 

Acknowledged as of the Effective Dote writlcn obovc: 

Authorized Oftieer 
ES. Bank Trust National Association, iu> Fiscal Agent 



F6IC 
Flnanc:lal Guaranty Insurance Company 
Doing l:nisin.:ss i11 Cnlifnrnin irs FG!C lnxunmce Compm1y 
125 Park Arcnue 
'.\c,v York. NY lOOl 7 
T 212·312·300,) 
T 800 3520001 

Mandatory California State 
Amendatory Endorsement 
To Financial Guaranty Insurance Company 
Insurance Policy 

Policy Number: 

Notwuhstandlng the rerms and conditions In 
accci~ration of payment due under :n:ut;;h 
Guaranty, 

~er: 001 0001 
~-

accclerntion is at the sole option of Financial 

NOTHING HEREIN SHALL BE TO WAJVli, ALTER, REIJUCE OR AMEND 
COVERAGE f"i ANY OTHER SECTION OF THE POLICY. IF FOL'ND CONTRARY TO THE 
POLICY LANGUAGE, THE TER.c'v!S OF THlS ENDORSEMENT SUPERSEDE THE POLICY 
LANGUAGE. 

ln Witncs:.;;; \Vhcrcof, Financ1al Guaranty has caused thi5.i Endorsement to be affixed with its eorpuratc seal 
and lo be by its July autliorized officer in facsimile to become effective and binding upon Financial 

vtrtue of the co1,nt,miigoa1Ure of its duly authorized represe111at1ve. 

AuUu;rU.ed Representative 

Acknowledged as of the Effective Date written above: 

Authorized Officer 
U.S, Bank Trust Nutiumd As!ilociation, as Fiscal Agent 

FG~C ;s a n:ruisl1:m~l l)enfi~~ m~rk vsud Vy Flrt0nOO! G;;s,rarytv 1riS\lraroo Cornruwy under !foonse frf.:wn its parenl co1npany FGIC 9wr.,1tb1 
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