NEW [SSUE- BOOK ENTRY ONLY RATINGS (Shori-term/Long-term):
Moody’s: “VMIG1/Aaa”

Standard & Poor’s: “d4-14+/444"

Fiteh: “Fl1+/444"

{See “RATINGS™)

In the opinion of Jones Hall, A Professional Law Corporation, San Francisco, California, Special Counsel, subject, however to cerlain qualifications described hevein, under
existing law, the portion of installment payments designated as and comprising interest and yeceived by the ouners of the 2008 Certificates s excluded from gross income for federal
income tax purposes and fs nof an item of tax preference for purposes of the federal alternative minimum lox imposed on mdividuals and corporations, although for the purpose of
rompuiting the alternative minimum tax imposed on certain corporations, such intevest is taken inlo acrount in determining certain income and enrmings. In the further opinion
of Special Caunsel, such interest is exempt from California personal income taxes. See “TAX MATTERS.”

ELECTRIC SYSTEM REVENUE
, REFUNDING CERTIFICATES OF PARTICIPATION
o $90,000,000 464,500,000 ¥-329
SERIES 20084 SERIES 20088
Evidencing and Representing Proportionate
Interests of the Owners Thereof
in 2008 Payments
to be made by the
CITY OF ROSEVILLE

Dated: Delivery Date Price: 100%
2008A Certificates CUSIPt: 777807 CR7 20084 Certificates Due: February 1, 2035
2008B Certificates CUSIP+: 777807 C85 2008B Certificates Due: February 1, 2035

Autherity for Execution and Delivery. The certificales of participation captioned above (rollectively, the “2008 Certificates”) are being execuled and delivered by The Bank of New York
Trust Company, N. /., as trustee (the "Trustee”) under a Trust Agreement dated as of May 1, 2008, belween the Rosevitle Finance Authority (the Authority”) and the Trustee, and under a
Master Installment Purchase Contract (the “Master Contract™), dated as of November I, 1997, as supplemented to dale, including o 2008 Supplemental installment Purchase Contract dated
as af May £, 2008, all entered into between the City of Roseville (the “City") und the Autharily (the “2008 Supplementol Contract” and, coflectively with the Master Contract, as previously
supplemented, the “Instalbment Purchase Contract”). See “THE 2008 CERTIFICATES — Autharity for Execution and Delivers.”

Interest with vespect to the 2008A Certificates and 20088 Certificates will initially be calcwlated at o Weekly Rate payable on the first Business Day of each calendar month, commencing
Jume 2, 2008, The 20084 Certificutes and 20088 Certificales will be delivered in denominations of $100,006 and eny integral muitiples of 51,000 in excess theveaf See “THE 2008
CERTIFICATES.” Pursuan to the Triest Agreement, the 20084 Certificates and 20088 Certificates may be converted to ane of several different Intevest Rate Mudes: Commercial Paper Rale,
Daily Rate, Weekly Rate, Long-Tern Rate or an Auction Rate. All of the 20084 Certificates must be in the same Interest Rate Mode at the smne fime and alf of the 20088 Certificates must
be tn the same Interest Rate Mode at the same time. This Official Statement is nol intended lo provide information with respect to the 2008 Certificates and 20088 Certificates (including
the terms of such 20084 Certificates antt 20088 Certificates) afler Conversion from o Weekly Rute Feriod or Daily Rale Period. Oumers and praspective purchasers of the 20084 Certificates
and 2008B Certificates should nnt rely mn this Official Statement for information concerning the 2008A Certificates and 20088 Certificates in connection with any Canversion of the 20064
Certificates and 20088 Certificales, but should look solely to the offering dactnent to be used in connection with any suck Conversion.

Security for the 2008 Certificates. The 2008 Certificates evidence direct, undivided fractional interests of the vumers thereof in the "2008 Pa;.'mmf.t " recetved by the Trustee under the
Trust Agresment. “2008 Payments” are defined as the installwent paynients of intevest, principal and prepayment premiums, if any, payable by the City under the 2008 Suppicwnental Contract,
The 2008 Certificates are also secured by Gmounts held in certain funds and accounts established wunder the Trust Agreement. See “SECURITY FOR THE 2008 CERTIFICATES."

The 2008 Payments are payable frome and secured by a pledge of “Net Revenues” af the Electric Systew, which are defined generally as Revenues of the Electric System less the Maintenance
and Qperation Costs of the Electric System during any {2-month period. The pledge of Net Revenues for payment of the 2008 Payuients is on a parily with the pledge of Net Revenues securing
pusment of other obligations incurved by the City under the Installment Purthase Contraet, inrluding instellment payments which ave the subjert of forr series of rertificales of participation
execuled and delivered in 1999, 2002, 2004 and 2005 (collectively, the “Prior Certificales”) to finance and refinance improvements to the Electric System.  The 2008 Certificates are alse
sertred by a Parity Reserve Fund on a parity with the Prior Certificates. See "SECURITY FOR THE 2008 CERTIFICATES - (hustanding Senior and Parity Indebtedness” and “- Pority
Reserve Fund.”

“Maintenance and Operation Cosis” include, among ather costs, the City’s share af debl service on debt incurved by cevlain joint powers agencies in whick the Electric System participates.
As a result, the City’s paymenis of debt service on this joinl powers agency debl are payable on o basis senior to the City's pavments on the 2008 Certificates and the other Farity Obligations. See
“SECURITY FOR THE 2008 CERTIFICATES - Ouistanding Senior and Parity Indebtedness,”

Letter of Credit. Peyment of the principal of and interest with respect to, and purchase price of the 2008 Certificates will initially have the benefil of an frvevocable direct-pay letter
of credit (the “Letter of Credit”) to be isstted by Dexia Crédit Local, New York Branch (the “Bank™) as the initial Credit Faetlity under the Trust Agreement. The inilial expiration date of the
Letter of Credit is May 13, 2011, as extended or earlier terminated priov thereto ax described herein. See “THE BANK" and “THE LETTER OF CREDIT AND REIMBURSEMENT
AGREEMENT."

Crédit Local

Use of Proceeds. The 2008 Uertificates are being exeruted and delivered to (i) refinance certain outstanding obligations af the City relating to certificates of participation executed and
defivered in 2005 far the Electric System, (51) pay costs associated with the termination of the 2005 Swap Agreement (defined hevein), (iti) contribute funds to the Parity Reserve Fund securing the
2008 Certificates and the Parity Certificates and (i) pay cevtain costs incurred in connection with the execution and delivery of the 2008 Certificates. See “THE PLAN OF FINANCING."

Certificate Terms; Book-Entry Only. The 2008 Cestificates will be issued in fully registered form in the name of Cede & Co., as nominee of The Depository Trust Company {"DTC")
under the book-entry-unly system maintained by DTC. So long as Cede & Co. is the registered oumer of the 2008 Ceriificales, principal and tender price of premium, if any, and inlerest
with respect to the 2008 Certificates will be payable by the Trustee to DTC, which will in turn remit such paymenis to ifs participants for subsequent disbursement to beneficinl oumers of
the 2008 Cextificates, as more fully desrribed herein, Purchasers of the 2008 Certificates will nut receive certificates representing their interests in the 2008 Certificates. See “THE 2008
CERTIFICATES” and ‘APPENDIX F~ DTCAND THE BOOK-ENTRY ONLY SYSTEM.”

Prepayment and Tender. Prior 10 their waluvits, the 2008 Certificates are subject to optional and mandatory prepayment and aptional tender and mandatory tender as described in this
Official Statement. Sve “THE 2008 CERTIFICATES—Prepayment” “~~Optional Tender” and "—Mandatory Tender” herein.

THE OBILIGATION OF THE CITY TO MAKE THE 2008 PAYMENTS 1§ A SPECIAL OBIIGATION OF THE CITY SECURED BY A PLEDGE OF AND PAYABLE SOLELY
FROM THE NET REVENUES AND DOES NOT CONSTITUTE A DEBT (F THE CITY OR OF THE STATE OF CALIFORNIA OR OF ANY POLITICAL SUBDIVISION
THEREOF IN CONTRAVENTION OF ANY CONSTITUTIONAL OR STATUTCOGRY DERT LIMITATION OR RESTRICTION.

This cover page conlains cerlain information for quick reference only. Il is nat a summary of this issue of Certificates. Investors st read the entive Official Statement to obtain information
essential to the making of an informed investment decision with respect to the purchase of the 2008 Certificates.

The 2008 Certificates are offered when, as and if executed and delivered and arcepted by the Underwriter, subject to the approval of the validity of the 2008 Supplemental Contraet by
Jones Hall, A Professionat Law Corporstion, Sen Francisco, California, Special Counsel. Certain legel matters will also be passed upon for the City by Jones Hell a5 disclosure counsel, for
the Bank by Kutak Rock LLE Atlanta, Georgta, far the City by the City Attarney, and for the Undevwriter by Orrick, Herrington & Suteliffe 1LLE It s anticipated that the 2008 Certificales
will be defivered in book-entyy form throngh the facilities of DTC on or abont May 13, 2008.

MORGAN STANLEY

The date of this Official Statement is May 12, 2008.

t Copyright 2008, American Bankers Association. CUSIP data herein are provided by Standard & Poor's CUSIP Sevvice Bureau. a division of The AMeGram-Hill Connpanies, e, and are provided for
convenience of reference anly. Neither the City, the Authority nor the Underuriter assumes any responsibility fov the aceuracy of the CUSIE data.
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INTRODUCTION

Authority for Executlon and Delwery

The 2008 Certificates are belng executed and dellvered under the Trust Agreement and
a Master Installment Purchase Contract (the "Master Contract”) dated as of November 1, 1997,
as supplemented by the following contracts, all entered into by and between the City and the
August 1 1999 (the "1999- Supplemental Contract“) a=2002 Supplemental Installment Purchase
Contract executed and. entered into as of December 1, 2002 (the "2002 Supplemental
Contract"), a 2004 Supplemental Instaliment Purchase Contract executed and entered into as of
July 1, 2004 (the "2004 Supplemental Contract”), a 2005 Supplemental installment Purchase
Contract executed and entered into'as of June 1, 2005 (the “2005 Supplemental Contract"), and
a 2008 Supplemental Installment Purchase Contract to be executed and entered into as of May
1, 2008, with respect to the 2008 Certificates (the “2008 Supplemental Contract’). The Master
Contract the: 1999 Supplemental Contract, the 2002 Supplemental Contract, the 2004
Supplemental Contract, the 2005 Supplemental Contract and the 2008 Supplementa! Contract
are collectively referred to as the “Installment Purchase Contract’. See "SECURITY FOR THE
2008 CERTIFICATES — Outstanding Senior and Parity Indebtedness.”

The Clty is executlng ‘and dellverlng the 2008 Supplemental Contract under a.resolution
adopted by the -City Council of the City on May 1, 2008. The Authority is executing and
delivering the 2008 Supplemental Contract and the Trust Agreement under a resclution adopted
by the Authority’s governing body on May 1, 2008,

Payments Represented by the 2008 Certificates

The 2008 Certificates evidence and represent the direct, undivided fractional interests of
the owners thereof in the respective “2008A-Payments” and “2008B Payments™ (collectively, the
“2008 Payments") received by the Trustee under the Trust Agreement.. “2008 Payments” are
defined as the installment payments of interest, principal and prepayment premiums, if any,
payable by the City under the 2008 Supplemental Contract See “SECURITY FOR THE 2008
CERTIFICATES” '

The 2008 Payments are payable from and secured by a parity pledge of.“Net Revenues”
" of the City’s electric utility (the “Electric System”), which are defined generally as Revenues of
the Electric System less the Maintenance ‘and Operation Costs of the Electric System during
any 12-month period. “Maintenance and Operation Costs” ‘include,: among .other costs, the
City's share. of debt service on debt incurred by certain joint powers™ agencies -in which the
Electric System participates. - As - a result, the City’s payments: of debt service on this joint
powers agency debt are payable-on a basis senlor to the' Parity Obllgatlons as defined below
{(which include the.2008 Payments) L

The 2008 Certificates are also secured by amounts held in certaln funds and accounts
established under the Trust Agreement, including a Parity Reserve Fund, as described herein.
See “SECURITY FOR THE 2008 CERTIFICATES."

The issuance of the 2008 Certificates will not directly, indirectly or contingently
obligate the City to- levy or pledge any form of taxation or to make any appropriation for
their payment. The 2008 Certificates are not secured by a legal or equitable pledge of, or
lien or charge upon, any property of the City or any of its income or receipts except the
funds pledged therefor pursuant to the Trust Agreement. Neither the faith and credit nor



the taxing power of the City, the State of California or any other public agency is pledged
to the payment of the principal or premium, if any, or interest with respect to the 2008
Certificates. The 2008 Certificates do not constitute .a debt, liability or obligation of the
State of California or any public agency (other than the speclal obligation of the C|ty as
provnded in the Trust Agreement) C ‘ -

4

Fmancmg Purpose : X

The 2008 Certificates are being executed and delivered to (i) refinance the 2005B
Certificates and the 2005C Certificates (described below), (ii) pay costs.associated with the
termination of the 2005 Swap Agreements (described below), (iii) contribute funds to the Parity
Reserve Fund securing the 2008 Certificates -and the Parity Certificates (described below), and
{(iv) pay certain-costs incurred in connection with the execution and delivery of the 2008
Certificates. See "THE PROJECT” and “ESTIMATED SOURCES AND USES OF FUNDS "

Outstandlng Senlor and Parlty Obllgatlons

- Senior Obhgat:ons ‘The City has entered |nto financing agreements with certain reglonal
joint powers agencies (including the Northern California Power Agency and the Transmission
Agency of Northern California), under which the Clty is responsible for a-share of debt service
on debt issued by those joint powers agencies. Obligations of the City under these financing
agreements constitute operating expenses of the Electric System payable prior to the Payments
under the Installment Purchase Contract, including the 2008 Payments and the other Parity
Obligations.

Parity” Obligations. Ini addition, the 2008 Payments are secured on a parity with the
Payments previously incurred by -the City under the Installment Purchase Contract, which
include (a) the payments securing the four series of prior certificates and (b) payments due
under certain swap agreements (ail as described below): N .

- See "SECURITY FOR THE 2008 CERTIFECATES - Outstandlng Senior and Parity
Obllgatlons A .

Parity Reserve Fund

The City maintains a Parity Reserve Fund securing all Payments made under the
Installment Purchase Contract securing the outstanding Prior Certificates and the- 2008
Certificates. The 2008 Reserve Account of the Parity Reserve Fund is being funded with
amounts transferred from the reserve accounts. securing the 2005B Certificates and the 2005C
Certificates and proceeds of the 2008 .Certificates. . See “SECURITY FOR (THE- 2008
CERTIFICATES Parity Reserve Fund - . Ca SRR

-~k ® -

Future Parlty Debt

The Master Contract permits the City to execute additional Parity Obligations and Parity
Payment Agreements, the payments of which are payable from Net Revenues on a parity with
the 2008 Payments and the payments due under certain swap agreements (described below), if
the conditions set forth- in the Master Contract are met. - See "SECURITY . FOR THE -2008
CERTIFICATES - Add|t|onal Debt ! T . : e



Rate Covenants

Under the Master Contract, the City covenants that it will at all times fix, prescribe and
collect rates and charges for the services, facilities and electricity of the Electric System during
each Fiscal Year which are reasonably fair and nondiscriminatory and which -will be at least
sufficient to yield "Adjusted Annuat Net Revenues” for such Fiscal Year equal to at least 110%
of the Adjusted Annual Debt Service for such Fiscal Year. See “SECURITY FOR THE 2008
CERTIFICATES — Rate Covenant.” o

The Letter of Credit

Payment of the principal, interest and purchase price of the 2008 Certificates will initially
have the benefit of an irrevocable direct-pay letter of credit (the “Letter of Credit") as the initial
Credit Facility under the Trust Agreement to be issued by Dexia Crédit Local, New York Branch
(the “Bank”) for the benefit of the Trustee. The initial expiration date of the Letter of Credit is
May 13, 2011, as extended or earlier terminated prior thereto as described herein: The Letter of
Credit and any Alternate Credit Facility are defined under the Trust Agreement as the “Credit
Facility.” The Letter of Credit is being issued under the terms of a Lefter of Credit
Reimbursement Agreement, dated the delivery date of the 2008 Certificates (the
‘Reimbursement Agreement’), between the Bank and the C1ty See “THE BANK’ and “THE
LETTER OF CREDIT AND REIMBURSEMENT AGREEMENT

Prepayment and Tender

The 2008 Certificates are subject to mandatory and optional tender and to mandatory
and optional prepayment prior to maturity as more fully described herein. See “THE 2008
CERTIFICATES — Prepayment,” “- Optional Tender” and “-'‘Mandatory Tender.”

DTC and the Book-Entry Only System-*

The 2008 Certificates are being executed and delivered as fully registered securities in
the name of Cede & Co., as nominee of The Depository Trust Company (“DTC"), and beneficial
interests in the book-entry certificates will be made available in authorized denominations to
ultimate purchasers under the book-entry-only system maintained by DTC. See “APPENDIX F-
DTC AND THE BOOK ENTRY ONLY SYSTEM.”

Weekly Rate -

Interest with respect to the 2008A and the 2008B Certlﬁcates will mltlally be calculated
at a Weekly Rate. During any Weekly Rate Period, interest with respect to:the 2008A and
2008B Certificates will be payable on the first Business Day of each calendar month. See “THE -~
2008 CERTIFICATES - Interest Rate Modes” herein and “APPENDIX C- DEFINITIONS AND -
SUMMARY OF CERTAIN DOCUMENTS." '

Change in Interest Rate Mode

* The Interest Rate Mode W|th respect to the 2008A Certificates and 2008B Certificates is
subject to subsequent Conversion to-a Daily Rate, Commercial Paper ‘Rate, Auction Rate or
lLong-Term Rate (or thereafter back to a Weekly Rate), as described herein (each, an “Interest
Rate Mode"). This Official Statement describes the terms of the 2008A Certificates and the
2008B Certificates only while the Interest Rate Mode is a Weekly Rate or Daily Rate, as
described herein. This Official Statement is not intended to provide information with respect to



the 2008 Certificates in any interest rate period other than the Weekly Rate Period or Daily Rate
Period. See “THE 2008 CERTIFICATES - Interest Rate Modes” herein and APPENDIX C -
DEFINITIONS AND SUMMARY OF CERTAIN DOCUMENTS.”

PLAN OF FINANCING

11
) g,al
The Refunding Plan 0

On June 30, 2005, the Authority executed and delivered three series of certificates of
participation relating to the electric system: $52,900,000 Series 2005A Electric System Revenue
Certificates of Participation (the “2005A Certificates”), $90,000,000 Séries 2005B Electric
System Revenue Certificates of Participation (Auction Rate Securities) (the “2005B
Certificates”) and $60,000,000 Series 2005C Electric - System Revenue Certificates of
Participation (Auction Rate Securities) (the “2005C Certificates”). As described below, the
20058 Certificates and 2005C Certificates will be prepaid with the net proceeds of the 2008
Certificates. The 2005A Certlf cates will remain outstanding.

A portion of the net proceeds from the sale of the 2008A Certificates will be used to
prepay a portion of the City’s obligations under the 2005 Supplemental Agreement resulting in a
prepayment of the remaining outstanding 2005B Certificates. On the date of delivery of the
2008 Certificates, the Authority will cause the Trustee, in its capacity-as trustee for the 20058
Certificates, to prepay and defease the 2005B Certificates in accordance with the provisions of
the Trust Agreement for the 2005B Certificates. Under the Trust. Agreement, the 2005B
Certificates will be prepaid on May 13, 2008, at a prepayment pnce equal to the principal
amount of 2005B Certificates to be prepald without premium.

A portion of the net proceeds from the sale of the 2008B Certifi cates will be used to
prepay a portion of the City's obligations under the 2005 Supplemental Agreement resulting in a
prepayment of the remaining outstanding 2005C Certificates. On the date of delivery of the
2008 Certificates, the Authority will cause the Trustee, in its capacity as trustee for the 2005C
Certificates, to prepay and defease the 2005C Certificates in accordance with the provisions of
the Trust Agreement for the 2005C" Certificates. Under the Trust Agreement, the 2005C
Certificates will be prepaid on May 15, 2008, at a prepayment price equal to the principal
amount of 2005C Certificates to be prepaid, without premium.

Sufficiency of amounts available to prepay the 2005B Certificates and 2005C
Certificates will be verified by Chris D. Berens, CAP, P.C. See “VERIFICATION”

2005 Swap Agreements

In connection with the issuance of the 2005B Certificates, the City entered into (i) an
interest rate swap agreement with Morgan Stanley Capital Services, Inc., New York, an affiliate
of Morgan Stanley & Co. Incorporated, and (ii) an interest rate swap agreement (together with
the Morgan Stanley Capital Services, Inc. swap agreement, the “2005 Swap Agreements”} with
Bear Stearns Financial Products In¢. (together with Morgan Stanley Capital Services, Inc., the
"2005 Swap Counterparties"). In connection with the refinancing of the 2005B Certificates as
described above, the 2005 Swap Agreements will be terminated and a portion of the proceeds
of the 2008 Certificates will be used to pay termination payments with respect to the 2005 Swap
Agreements.



-fn connection with the issuance of the 2008A Certificates, the City expects to enter into
swap agreements similar in their terms to the 2005 Swap Agreements.. See "SECURITY FOR
THE 2008 CERTIFICATES - Parity Obligations” below. _

ESTIMATED SOURCES AND.USES OF FUNDS

The table below sets forth the estimated sources and uses of funds with respect to the
2008 Certificates.

Sources of Funds

Par Amount of 2008A Certifi cates : $ 90,000,000.00
Par Amount of 2008B Certificates 64,500,000.00
Funds from 2005B and 2005C Certificates 9.191,631.55
Total Sources $163,691,931.55
Uses of Funds g '
Prepayment of 2005B Certificates $90,210,010.00
Prepayment of 2005C Certificates S 59,588 726.67
. Deposit to 2008 Parity Reserve Account - ‘ 9,090,711.86
Delivery Costs @ . 940,483.02
2005 Swap Agreements Termination Payments - .3,862,000.00

Total Uses - . . ‘ $163 691,931.55

(1) Represents an increase in the common resewe fund securing the 2008 Cemﬁcates and the Prior
"Certificates which, when added to the amount previously on deposit in the Parity Reserve Fund
(excluding the portion attributable to the 2005B and 2005C Certificates), equals the Reserve Fund
Requirement for the 2008 Certificates and the Prior Certificates. See “SECURITY FOR THE 2008

) CERTIFICATES = Parity Reserve Fund.” ’

{2) Includes costs of preparation and reproduction of documents, costs of rating agencies and costs to
provide information required by rating agencies, filing and recording fees, initial fees and charges of the
Trustee, initial fees and charges of the Bank, legal fees and charges, fees and disbursements of

~ consultants and professionals, fees and charges for preparation, execution and safekeeping of-the 2008
Certificates, fees of the Authority, Underwriter's discount, fees of the verification agent and any other
cost, charge or fee in connection with the original execution and delivery of the 2008 Certificates.




set . THE 2008 GERTIFICATES

‘The foIIowmg is a summary of certain prows:ons of the 2008 Cert:t“ cates Reference is
made to the 2008 Certificates for the complete text thereof and to the Trust Agreement for a
more detailed description of such provisions. The discussion herein is qualified by such
reference. See APPENDIX C = “DEFINITIONS AND SUMMARY OF CERTAIN DOCUMENTS".

~ . This Official Statement.provides information as of its date with respect to the 2008A
Certificates and 2008B Certificates (including the terms of such 2008A Certificates and 2008B
Cettificates) prior to a Conversion from a Weekly Rate or Daily Rate. There are significant
changes in the terms of the 2008A Certificates and 20088 Certificates not described in this
Official Statement when .the respective 2008A Certificates or 2008B Certificates are not in a
Weekly Rate or Daily Rate. Purchasers of the 2008A Certificates and 2008B Certificates should
not rely on this Official Statement for information concerning the 2008A Certificates and 2008B
Certificates .in connection with any Conversion of the respective 2008A Certificates or 2008B
Certificates, but should ook solely to the offering document to be used in conneclion with any
such Conversion. :

Authorlty for Execution and Delivery

The 2008 Certificates are being executed and delivered under and in accordance with (i)
the Trust Agreement, (ii) the Installment Purchase Contract, (iii} Resolution No. 08-223 adopted
by the City Council of the City on May 1, 2008, and (IV) Resolutlon No. 1 08 adopted by the
Authority's governing body on May 1, 2008 . 4 .

General Cert|f|cate Terms

Dated Date and Maturities. The 2008 Certificates will be dated their date of initial
delivery. Subject to the prepayment provisions outlined below, the 2008 Certificates will mature
on the dates and in the amounts set forth on the cover page of thls Official Statement

Vanable Rate Cert:ﬂcates Under the Trust Agreement the 2008 Certificates are multl-
modal certificates that are authorized to represent interest at a Weekly Rate, Daily. Rate,
Commercial. Paper Rate, Auction Rate or Long-Term Rate {as those terms are defined in the
Trust Agreement, each an “Interest Rate Mode”).. The initial Interest Rate Mode for the 2008A
and 20088 Certificates will be a Weekly Rate. :

Conversion of the Interest Rate Mode. At the option of the City,- the Interest Rate
Mode for the outstanding 2008A Certificates or 2008B Certificates may be converted to a
Weekly Rate,"Daily Rate, Commercial Paper Rate, Auction Rate or. Long-Term Rate (the
effective date of such conversion is a “Conversion Date"). The 2008 Certificates are subject to
mandatory tender and purchase on each Conversion Date, except upon conversion between a
Weekly Rate and a Daily Rate, as set forth in the Trust Agreement See “Optional and
Mandatory Tender — Mandatory Tender for Purchase below. Co

All 2008A Certificates must - be in the same lnterest Rate. Mode and -all 2008B
Certificates must be in the same Interest 'Rate Mode; however, the 2008A Certificates are not
required to be in the same Interest Rate Mode as the 2008B Certificates, and the 2008B
Certificates are not required to be in the same Interest Rate Mode as the 2008A Certificates.

R . - s . ;:,



interest and Principal. The initial Interest Rate" Mode for the 2008A Certificates and
2008B Certificates will be a Weekly Rate. Each Weekly Rate will be computed on the basis of
a 365 or 366-day year, as appropriate, for the actual number of days elapsed. . The principal
evidenced and represented by the 2008 Certificates will be payable in lawful money of -the
United States of America upon the surrender thereof on the respective: Pnnmpal Payment Date
or on prepayment prior thereto at the Corporate -Trust Office of the Trustee.

Denominations. Authorized denominations. as to 2008A . Certificates ' and 2008B
Certificates representing interest at a Daily' Rate or Weekly Rate shall be $100 000 and any
integral multlple of 31, 000 in excess of $100,000.

DTC and Book-Entry Only System. DTC wsII act as: secuntles deposﬂory for the 2008
Certificates. The 2008 Cerlificates will be executed and delivered. as fully-registered securities
registered initially in the name of Cede & Co. (DTC's partnership nominee). So long as Cede &
Co. is the registered owner of the 2008 Certificates, as nominee of DTC, references in this
Official Statement to the "Owners” will mean Cede & Co., and will not mean the Beneficial
Owners of the 2008 Certificates. See “APPENDIX F — DTC AND THE BOOK-ENTRY ONLY
SYSTEM.”

Method of Payment. So long as the 2008 Certificates are registered in the name of
Cede & Co., principal,. premium, if any, and interest with respect to the 2008 Certificates are
payable directly to DTC by the Trustee in lawful:money of the United States of America. Upon
receipt of payments of principal, premium or interest, DTC is to remit such principal, premium or
interest to the “DTC Participants” (as defined in APPENDIX F) for subsequent disbursement to
the Beneficial Owners of the 2008 Certificates. See “APPENDIX F — DTC AND THE BOOK-
ENTRY ONLY SYSTEM.”

Interest Rate Modes

Interest with respect to the 2008- Certificates will be calculated during any Weekly Rate
Period at the Weekly Rate, and during any Daily 'Rate Period at the Daily Rate. The
determination of the interest rate with respect to each Series of 2008 Certificates as provided in
the Trust Agreement and as described herein will be conclusive and binding on- the owner of
such 2008 Certificates, the Trustee and the Authority. At no time will the interest rate with
respect to any 2008 Certificates be higher than the Maximum Rate (12% for 2008 Certificates
other than Bank Certificates or 2008 Certificates bearing interest at an Auction Rate).

Weekly Rate.

: Determmatlon of Weekly Rate. During each Weekly Rate Penod for a Series of 2008
Certificates; interest with respect to such Series of 2008 Certificates will be payable at Weekly
Rates, which will be determined by the Remarketing Agent by no later than 5:00 p.m., New York
City time, on Wednesday of each week during such Weekly Rate Period, or if such day will not
be a Business Day, then on the next succeeding Business Day. The first Weekly Rate
determined for each Weekly Rate Period will he determined on or prior to the first day of such
Weekly Rate Period-and will apply to the period commencing on the first day of such Weekly
Rate Period: and ending on the next succeeding Wednesday (whether or not a Business Day).
Thereafter, each Weekly Rate will apply to the period commencing on Thursday (whether or not
a Business Day) and ending-on the next succeeding Wednesday (whether or not a:Business
Day), unless such Weekly Rate Period will end on a day other than Wednesday, in which event
the last Weekly Rate for such Weekly Rate Period will apply to the period commencing on



Thursday (whetheér or not a Business'Day) preceding the last day of such Weekly Rate Penod
and endlng on' the last day of such Weekly Rate Perlod .
. 2y, T , . TetL L .

v - The Weekly Rate will be the rate of interest-per annum determmed by the Remarketlng
Agent to be the minimum interest rate which, if the applicable Series of 2008 Certificates, would
enable the Remarketing Agent (based on then-prevailing market conditions) to sell such Series
of 2008 Certificates on the effective date of -such rate at a price (without regard to accrued
interest) equal to the principal’amount thereof. in the event that the Remarketing Agent fails to
establish a Weekly Rate for any week, then the Weekly Rate for such week will be the same as
the Weekly Rate for the immediately preceding. week if'the Weekly Rate’ for such precedlng
‘ week was determined by the Remarketmg Agent ‘ :

In the event that- the: Weekly Rate for the |mmed|ately precedlng week.was not
determined by the Remarketing Agent, or in the event that the Weekly Rate determined by the
Remarketing'Agent is held to be invalid or unenforceable by a court of law, then the interest rate
for such Week will be equal to the Variable Index on the day such Weekly Rate would otherwise
be determined as described herein: “Variable Index” is defined in the Trust Agreement to mean,
on any date, a rate determined on the basis of the Securities Industry and Financial Markets
Association Municipal Swap Index™ as of the most recent date for which such index was
published or.such other weekly,” high-grade index comprising seven-day, tax-exempt variable
rate demand notes produced by Municipal -Market:Data, Inc.; or.its successor, or otherwise
designated by The Securities Industry and'Financial Markets; provided that, if such index is no
longer provided by Municipal Market Data, Inc. or its successor, the “Variable Index” will mean
such other.reasonably comparable index selected by the Remarketing Agent.

Conversion to Weekly Rate Period. If a Series of 2008 Certificates is converted to
another Interest Rate Mode, the Authority or the City may, subject to the provisions of the Trust
Agreement, at any .time, with the written consent of the Bank (which consent may not be -
unreasonably withheld), by written direction to the Trustee and the Remarketing Agent, may
elect that the Interest Rate Mode for a Series.of 2008 Certificates be Converted back to a
Weekly Rate, provided that a Credit Facility or Alternate Credit Facility is in place for such
Series of 2008 Certificates.” Such direction of the Authority or the City will specify the proposed
Conversion Date for such conversion to a Weekly Rate Period, which will be a Business Day not
earlier than the 20th day following recelpt by the Trustee of such dlrectlon - .

During each Weekly Rate Period commencmg on a date S0 speuﬁed and ending on‘the
day immediately preceding the effective date of the next succeeding Rate Period, the interest
rate borne by the converted Series of 2008 Certificates will be a Weekly Rate. -

" Notice of Conversion to Weekly Rate-Period. The Trustee will give notice by first-class
mail of a Conversion to a Weekly Rate Period to the Bank and the Owners of the applicable
Series of 2008 Certificates not less than 15 days prior to the proposed effective date of such
Weekly Rate Period. Such notuce W|Il state the proposed Converswn Date for such Weekly
Rate Period. : ‘ .

Daily Rate.

Determination of Daily Rates. During each Daily Rate Period for a Series of 2008
Certificates, such Series of 2008 Certificates will represent interest at the Daily Rate, which will
be determined by the Remarketing Agent by no later than 9:30 a.m. (New York City time) on
each Business Day. The Daily Rate will be the rate of interest per annum determined by the
Remarketing Agent to be the minimum interest rate which, if borne by such 2008 Certificates



under Prevailing Market Conditions, would enable -the ‘Remarketing Agent to sell such 2008
Certificates on the effective date of such-rate at.a price (without regarding -accrued interest)
equal to the principal amount thereof. In the event that the Remarketing Agent fails to establish
a Daily Rate for-any:Business Day, then the Daaly Rate for such Business Day will be equal to
the Variable Index on such Busmess Day. -. - . o, _

. Conversron to Da:ly Rate Penod Subject to: the pr0v13|ons of the Trust. Agreement at
any time, the Authority or the City, with the written- approval by the -Bank if the Remarketing
Agent is an entity other than Morgan Stanley & Co.-Incorporated, by. written -direction to .the
Trustee and the Remarketing Agent, may elect that the Interest Rate Mode for a Series of 2008
Certificates be Converted to a Daily Rate. Such direction of the City will .specify the proposed
Conversion Date for such Conversion to a Daily Rate Period, which will be a Business Day not
earlier than the twentieth-(20th) day following.receipt by the Trustee of such direction.

buring each Daily Rate: Period commencing on a, date so specified and.ending on the
day immediately preceding the effective date of the next succeeding Rate Period, the interest
rate borne by the converted Series of 2008 Certifi cates will be a Daily Rate.

Nonce of Conversron to Dan’y Rate Period. The Trustee w;II give notice by flrst class mail
of a Conversion to a Daily Rate Period to the Bank.and:the Owners of the 2008 Certificates not
less than 15 days prior to the proposed effective date 6f.such Daily Rate Period. Such notice
will state the proposed Conversmn Date for.such Dally Rate Perrod

Convers:on fo Other Interest Rate Modes. At the option of the Authority or the Clty,
the Interest Rate Mode for the 2008A Certificates or 2008B Certificates may be converted from
a Weekly Rate or Daily Rate to a Commercial Paper Rate, Auction Rate or Long-Term Rate (the
effective date of such conversion is a “Conversion Date”). The 2008A Cerlificates and 2008B
Certificates are subject to mandatory tender and purchase on-each Conversion Date, with the
exception of conversion between a Weekly Rate-and a Daily Rate, as set forth in the Trust
Agreement. See "Optional and Mandatory Tender — Mandatory Tender for Purchase” below.

The Trustee will give notice by first-class mail of a Conversion to an Auction Rate,
Commercial Paper Rate or Long-Term Rate to -the Owners of the applicable Series of 2008
Certificates not less than 15 days prior to the proposed Conversion Date. ‘See “APPENDIX C -
DEFINITIONS AND SUMMARY OF CERTAIN DOCUMENTS" for additional information
regardmg the requirements for Conversnon .

There are s:gmﬁcant changes in the terms of the 2008A -Certificates and 20088
Cetrtificates not described in this Official Statement when the respective 2008A Certificates or
20088 Cerlificates are not in a Weekly Rate or Daily Rate. Purchasers of the 2008A Cerlificates
and 2008B- Certificates should not rely on this Official Statement for information concerning the
2008A Certificates and.2008B Certificates in connection with any Conversion of the respective
2008A Certificates or 20088 Cerfificates other-than between a Daily Rate and a Weekly Rate,
but should look solely to the offering document fo be used in connection with any such
Conversion.
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Prepayment

Optronal Prepayment. Whenever the Interest Rate Mode is the Daily Rate or Weekly
Rate, such Series of 2008 Certificates will be subject to prepayment prior to their stated maturity
at the option of-the City, in whole or in part on any Business Day’in such amounts as may be
specified by the City), by lot, at the principal amount thereof, plus accrued mterest thereon to

the date fixed for prepayment, without premium.

Sinking Fund Installments. The 2008 Certifi cates are subject to mandatory sinking

fund prepayments as set forth below

'+ 'The following are the sinking fund instaliments for the 2008A Certificates.

installments are due on February 1 of each of the years set forth in the followmg table in the
respective amounts set forth opposite such years in said table:

Mandatory
Prepayment Date

‘2008A Certificates Sinking Fund Instaliments

Amount To Be

Mandatory
Prepayment Date

" Amount To Be

(February 1) Prepaid (February 1) Prepaid
2023 - $4,875,000 2030 $7 175,000
2024 5,700,000 2031 . 7,450,000

2025 5,925,000 2032 - 7,725,000
2026 6,150,000 2033 8,050,000
2027 6,400,000 2034 .8,350,000

. 2028 6,625,000 2035 8,675,000
2029 6,900,000 s ‘ ‘

. The following are the sinking fund instailments for the 20088 Certificates.

installments are ‘due on February 1 of each of the years set forth in, the fo[lowmg table in the
respective amounts set forth opposite such years in said table:

2008B Certlflcates Srnkmg Fund Installments

Mandatory

Prepayment Date * <

- Amount To Be

Mandatory

Prepayment Date

Amount To Be

(February 1) Prepaid (February 1) Prepaid
-~ 2009 . © $1,315,000 - 72023 T - $2,385,000
2010 .~ 1,540,000 -.2024 - - 1,885,000
sig o 2011 . . 1,755,000 - . 2025 o 710,000 -
L 20124 - .. 1,615,000 ... 2026 S., . 2675000 .
2013 1,675,000 - .. 2027, < ra,2,765,000 -,
2014 480,000 2028 2,890,000
. 2015 555,000 ,. . .2029 ., . 2,990,000
JUo20i8 T T 585,000 ey 172030 ,' +7 773,100,000
i o207 T j 585,000, " 772031 % | -‘_-* 3,225,000
Ct2018 T 7 B555,000 e 2T 2032 : 73,360,000
- 2019 <. - 570,000 -1~ Y2033 ‘77 -7 3,465,000
T 12020 ) 2145 0007 14 Ut 2034 LT - 6,320,000
nit LT 12021 2;230,000" . 2036 e ‘-10,820,000
2022 ',:2325 000 © o v hne s e 3l

NotWIthstandlng the prowsmn descnbed above Bank Certlﬁcates are subject to spec:al
mandatory prepayment in accordance with the terms of the applicable Credit Facility and/or the

Reimbursement Agreement.
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Selection of 2008 Certificates for Prepayment. Whenever provision is made in the
Trust Agreement for the prepayment of less than all of a Series of the 2008 Certificates, the -
Trustee will select the 2008 Certificates of such applicable Series to be prepaid, from all 2008
Certificates subject to prepayment or such given portion thereof not previously called for
prepayment, by lot in any manner which the Trustee in its sole discretion will deem appropriate
and fair. Any Bank Certificates will be prepaid in accordance with the applicable prOVISIonS of
the Credit FaCIIIty and will be prepald before any other 2008 Certificates..

Notice of Prepayment. Notice of prepayment will be matled by the Trustee by first class
mail, not less than 30 days nor more than 60 days prior.to the prepayment date, to the -
respective Owners of any 2008 Certificates designated for prepayment at their addresses
appearing on the  bond registration books of the Trustee. Any 2008 Certificate which is
remarketed subsequent to a notice of prepayment being delivered, but prior to the date of such
prepayment, will be delivered to the purchaser thereof accompanied by such notice. The
Trustee will also give notice of prepayment by overnight mail or by such other method
acceptable to the Bank and such institutions to such securities depositories and/or securities
information services as will be designated in a Certificate of the Authority. Each. notice of
prepayment will state the date of such notice, the date of issue of the 2008 Certificates, the
prepayment date, the Prepayment Price, the place or places of prepayment {including the name
and appropriate address or addresses of the Trustee), the CUSIP numbers, if any, and, in the
case of 2008 Certificates to be prepaid in part only, the respective portions of the principal
amount thersof to be prepaid. Each such notice will also state that on said date there will
become due and payable on each of said 2008 Certificates the Prepayment Price thereof or of -
said specified portion of the principal amount thereof in the case of a 2008 Certificate to be
prepaid in part only, together with interest accrued thereon to the prepayment date, and that
from and after such prepayment date interest thereon will cease to accrue, and wm require-that
such 2008 Certificates be then surrendered.

CL Farture by.the Trustee to grve notlce under the Trust Agreement, or the msufﬁmency of
any such notice, will not affect the sufficiency of the proceedmgs for prepayment

Conditional notice of optional prepayment may be given at the direction of the Authonty
or the City, provided however that prior to or contempéraneously with any withdrawal or
rescission of any notice of prepayment, the Trustee and the Tender Agent receive written
confirmation from the Bank of the full reinstatement, if any, of the Credit Facility. .

Any notice or prepayment given pursuant to'the Trust Agreement may be rescinded by
written notice given to the Trustee by the Authority no later than five-Business' Days prior to the
date specified for prepayment. The Trustee shall dive notice of such rescission as soon
thereafter as practicable in the same manner, and to the same persons as notice of such
prepayment was given pursuant to the Trust Agreement L

Effect of Prepayment Notlce of prepayment havmg been duly glven “and moneys for
payment of the’ Prepayment Price of, together with tnterest accrued to the prepayment date on,
the 2008 Certificates (or portions thereof) so called tor prepayment being held by the Trustee,
on the prepayment date designated in such notice, the 2008 Certificates (or portions thereof) S0
called for prepayment will become due and payable at the Prepayment Price - -specified in such
notice and interest accrued thereon-to the prepayment date, interest with respect to the 2008
Certificates so called for prepayment will cease to accrue, said 2008 Certificates (or portions
thereof) will cease to be entitled to any benefit or security under the Trust Agreement, and the
Owners of said 2008. Certificates will have no rights in-respect thereof except to-receive

[
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payment of said Prepayment Price and accrued interest to the date fixed for prepayment from
funds held by the Trustee for such payment

Optional Tender

During Weekly Rate Period. If the Interest Rate Mode is the Weekly Rate, any 2008
Certificate will be purchased on the demand of the owner thereof on any Business Day during a
Weekly Rate Period at a purchase price equal to the principal amount thereof plys accrued
interest, if any, to the Purchase Date, upon written notice to the Trustee, at its Trust Office at or
before 5:00 p.m. (New York City time) on a Business Day not later than the seventh day prior to
the Purchase Date, which notice (a) states the series, number and principal amount {or portion
thereof) of such 2008 Certificate to be purchased, (b) states the Purchase Date on which such
2008 Certificate will be purchased and (c) irrevocably requests such purchase and agrees to
deliver such 2008 Certificate, duly endorsed in blank for transfer, with all signatures guaranteed,
to the Trustee at or prior to 12:00 Noon (New York City time)} on such Purchase Date. In the
case of a tender for purchase of less than the full principal amount of a 2008 Certificate, both
the portion of the 2008 Certificate tendered for purchase and the portion not so tendered will be
in an Authorized Denomination.

During Daily Rate Period. If the Interest Rate Mode is the Daily Rate, any 2008
Certificate will be purchased on the demand of the owner thereof on any Business Day during a
Daily Rate Period at a purchase price equal to the principal amount thereof plus accrued
interest, if any, to the Purchase Date upon written notice or Electronic Notice given to the
Trustee, at its Trust Office not later than 10:00 a.m. (New York City time) on the Purchase Date
specified in such owner's demand for purchase, which notice (a) states the series, number and
principal amount (or portion thereof) of such 2008 Certificate-to be purchased, (b) states the
Purchase Date on which such 2008 Certificate will be purchased and (c).irrevocably requests
such purchase and agrees to deliver such 2008 Certificate, duly endorsed in blank for transfer,
with all signatures guaranteed, to the Trustee at or prior to 12:00 noon (New York City time) on
such Purchase Date. In the case of a tender for purchase of less than the full principal amount
of a. 2008 Certificate, both the portion of the 2008 Certificate tendered for purchase and the
portion not so tendered will be in an Authorized Denomination.

Mandatory Tender

-On Conversion Date. The 2008 Certificates will be subject to mandatory purchase on
each Conversion Date other than a Conversion Date converting the Interest Rate: Mode from a
Daily Rate to a Weekly Rate or from a Weekly Rate to a Daily Rate:

Upon Delivery of Altemate Credit Facility. The 2008 Certn‘" cates -will be subject to
mandatory purchase from a draw on the then-existing Credlt Facmty on the effective date of an
Alternate Credit Facility.

Upon Failure to Renew Credit Facility: The 2008 Certificates will-be purchased on the
fifth Business Day preceding the date of expiration of the Credit Facility if a notice of renewal of
the Credit Facility is not delivered by the Bank to the Trustee at Ieast 25 days pnor to the
scheduled expiration of the Credit Facility. .

Upon Termination of Credit Facility. The 2008 Certificates will be purchased on the
Busmess Day preced:ng the date of termanat|on of the Credit Facﬂlty

*
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Upon Default Under Reimbursement Agreement. The 2008 Certificates secured by a
Credit Facility will also be purchased on any Business Day within seven days (but not later than
a Business Day prior to the date of expiration of the Credit Facility) after receipt by the Trustee
of written notification from the Bank that an event of default under the Reimbursement
Agreement or non-reinstatement of the Credit Facility has occurred and is continuing and
instructing the Trustee to call for a mandatory tender of the 2008 Certificates.

Notice of Mandatory Tender. In connection with any mandatory tender described
under “Upon Delivery of Alternate Credit Faciiity,” "Upon Failure to Renew Credit Facility” or
“Upen Termination of Credit Facility,” the Trustee will give notice to the applicable Owners at
least 20 days prior to the date of mandatory tender, or, in the event the Trustee does not have
notice of the occurrence of the event which requires mandatory tender at least 25 days prior to
the date of mandatory tender, notice will be given as soon as practicable upon receipt of notice
by the Trustee. In connection with any mandatory tender described under “Upon Defauit under
Reimbursement Agreement” above, the Trustee will give notice as soon as practicable upon
receipt of notice of default from the Bank by the Trustee.

The form of such notice will be provided by the City and will state: (i) that the Purchase
Price of any 2008 Certificate so subject to mandatory tender for purchase will be payable only
upon surrender of such-2008 Certificate to the Trustee at its Trust Office, accompanied by an
instrument of transfer thereof, in form satisfactory to the Trustee, executed in blank by the
Owner thereof or by the Owner's duly-authorized attorney, with such signature guaranteed by a
commercial bank; trust company or member firm of the New York Stock Exchange; (ii) that all
2008 Certificate so subject to mandatory tender for purchase will be purchased on the
mandatory purchase date which will be explicitly stated; and (i) that in the event that any
Owner of a.2008 Certificate so subject to mandatory tender for purchase will not surrender such
2008 Certificate to the Trustee for purchase on such mandatory purchase date, then such 2008
Certificate will be deemed to be an Undelivered 2008 Certificate, and that no interest will accrue
with respect thereto on and after such mandatory purchase date and that the Owner thereof will
have no rights under the Trust Agreement other than to receive payment of the Purchase Price
thereof.

General Provisions Relating to Tenders

Any 2008 Certificates tendered to the Trustee for purchase will be held in trust for the
benefit of the respective Owners: of such 2008 Certificates untii moneys representing the
Purchase Price of such 2008 Certificates have been delivered to such Owners. The term
“Purchase Price” of any Purchased 2008 Certificate means the principal amount thereof plus
accrued interest to, but not including, the Purchase Date; provided, however, that if the
Purchase Date for any Purchased 2008 Certificate is-an Interest Payment Date, the Purchase
Price thereof will be the principal amount thereof, and interest with respect to such 2008
Certificate will be paid to the Owner of such 2008 Certificate pursuant to the Trust:Agreement.

The Purchase Price of Purchased 2008 Certificates will be paid by the Trustee or Tender
Agent at or before 4:00 p.m. (New York City time) on the Purchase Date from the proceeds of
the sale of such 2008 Certificates received from the Remarketing Agent and, to the extent
sufficient remarketing proceeds to pay the Purchase Price are not received, from draws on the
Credit Facility.

The Trustee will draw; on 'the Credit Facrllty pursuant to the terms thereof or of the
respective Reimbursement Agreement (or, if at any time there is an Alternate Credit Facility,
then pursuant to the requirements of such Alternate Credit Facility) on the Purchase Date in an
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amount equal to the difference between (a) the total Purchase Price of those Purchased 2008

Certificates to be purchased and (b) the Purchase Price of those Purchased 2008 Certificatés to

- be purchased with respect to which the Remarketing Agent expects to transfer, or to cause to

be transferred, immediately available funds to the Trustee on the Purchase Date for deposit in

the Remarketing Proceeds Account established under the Trust Agreement. In-the event the

Trustee has not received any funds or commitment to deliver funds from the ‘Remarketing
Agent, the Trustee shall draw on the Credit Facility the-full amount of the Purchase Price.

Such moneys will ‘be used only. to pay the Purchase Price as provided in the Trust
Agreement, and if not so used will be promptly returned to the Bank.- If the 2008 Certificates are
not Book-Entry Bonds, all amounts received from a draw -under the Credit Facility will be
transferred immediately by the Trustee to the Tender Agent to purchase tendered 2008
Certificates on the Purchase Date. Until applied to pay the Purchase Price or returned to the
Bank, all such amounts will be deposited in the Credit Facility Account established under the
Trust Agreement and until so applied will be held uninvested in trust for the beneft of the
Owners tendering such 2008 Certificates for purchase.

Any moneys held by the Trustee in the Certificate Payment Fund remaining unclaimed
by the Owners of the Purchased 2008 Certificates which were to have been purchased for two
(2) years after the respective Purchase Date for such Purchased 2008 Certificates will be paid,
upon the written request of the Authority, against written receipt therefor. “The Owners of
Purchased 2008 Certificates who have not yet claimed money in respect of such-2008
" Certificates will thereafter be entitled to lock only to the Trustee, to the extent it will hold moneys
on deposit in the Certificate Payment Fund or the Authority to the extent moneys have been
transferred in accordance with the Trust Agreement.

Remarketing

General.- Morgan Stanley & Co. Incorporated will serve as the initial Remarketing Agent
for the 2008 Certificates. Under the Remarketing Agreement, the Remarketing Agent has
agreed to: (i) determine the interest rates applicable to such 2008 Certificates and give notice to
the Trustee of such rates and periods in accordance with the Trust Agreement; (ii) keep such
books and records as will be consistent with prudent -industry practice; and (i) use its best
efforts.to remarket 2008. Certificates in accordance with the Trust Agreement. The Remarketing
Agent will hold all amounts received by it in- accordance with any remarketing of 2008
Certificates pursuant to the Trust Agreement in trust only for the benefit of the Owners of
tendered 2008 Certifi cates and will not commmgle such amounts Wlth any other moneys

i

No Remarketmg Under Certam Conditions. Not\mthstandlng anythmg in the Trust
- Agreement to the contrary, there will be no remarketing of 2008 Certificates (1) upon the
occurrence of and the continuing of certain Events of Default under the Trust Agreement, (2)
upon receipt by the Trustee of written. notification from the Bank that an event of defauit under
the Reimbursement Agreement has occurred ‘and is continuing and instructing the Trustee to
call for a mandatory tender of the 2008 Certificates, or (3) for the period during which the
Trustee has notice that the amount available to be drawn under the Credit Facility will'not or has
not been reinstated, or {(4) at any time when no Credit Facility is in effect. See "APPEN DIX C ~
DEFINITIONS AND SUMMARY OF CERTAIN DOCUMENTS o : :
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: D:sclosure Concermng Sales of Variable- Rate Demand Bonds by Remarketing
Agent. .. S R Coe o % :

The -Remarketing Agent is Paid by the City. The Remarketing Agent's responsibilities
include determining the interest rate from time to time and remarketing 2008 Certificates that
are optionally or mandatorily tendered by the owners thereof (subject, in each case, to the terms
of the Remarketing Agreement), all as..further described in this Official Statement. The
Remarketing Agent is appointed by the Authority and is paid by the City for its services. As a
result, the interests of the Remarketing Agent may differ from those of existing holders and
potentlal purchasers of 2008 Certificates.

The Remarketing Agent Routinely Purchases 2008 Cemﬁcates for its Own Account
The Remarketing Agent acts as remarketing agent for a variety of variable rate demand
obligations and, in its sole discretion, routinely purchases such obligations for its own account.
The Remarketing Agent is permitted, but not obligated, to purchase tendered 2008 Certificates
for its own account and, in its sole discretion, routinely acquires such tendered 2008 Certificates
in order to achieve a successful remarketing of the 2008 Certificates (i.e., because there
otherwise are not enough buyers to purchase the 2008 Certificates) or for other reasons.
However, the Remarketing Agent is not obligated to purchase 2008 Certificates, and may cease
doing so at any time without notice. The Remarketing Agent may also make a market in the
2008 Certificates by routinely purchasing and selling 2008 Certificates other than in connection
with an optional or mandatary tender and remarketing. Such purchases and sales may be at or
below par. However, the. Remarketing Agent is not required to make a market in the 2008
Certificates. The Remarketing Agent may also sell.any 2008 Certificates it has purchased to one
or more gffiliated investment vehicles for collectivé ownership or enter into derivative
arrangements with affiliates or others in order to reduce its exposure to the 2008 Certificates.
The purchase of 2008 Certificates by the Remarketing Agent may cause the interest rate to be
lower than it would be if the Remarketing Agent did not purchase 2008 Cerificates and may
create the appearance that there is greater third. party demand for the 2008 Certificates in the
market than is actually the.case. The practices described above also may result in fewer 2008
Certificates being tendered in a remarketing. ~ :

2008 Certificates May be- Offered at Different Prices on Any Date-Including an interest
rate determination dafe. Pursuant to the Remarketing Agreement, the Remarketing Agent is
required to determine the applicable rate of interest that, in its judgment, is the lowest rate that
would permit the sale of the 2008 Certificates bearing interest at the applicable interest rate at
par plus accrued interest, if any, on and as of the applicable rate determination date. The
interest rate will reflect, among other factors, the level of market demand for the 2008
Certificates (including whether the Remarketing Agent is willing to. purchase 2008 Certificates
for-its own -account). The purchase of the 2008 Certificates by the Remarketing Agent may
cause the interest rate to be lower than it would be if the Remarketing Agent did not purchase
2008 Certificates. . There may or may not be 2008 Certificates tendered and remarketed on a
rate determination date,.the Remarketing Agent may-or may not be able to remarket any 2008
Certificates tendered for purchase on such date at par and the Remarketing Agent may sell
2008 Certificates at varying prices to different investors on such date or any other date. The
Remarketing Agent is not obligated to advise purchasers in a remarketing if it does not have
third party buyers for all of the 2008 Certificates: at. the remarketing price. The Remarketing
Agent, in its sole discretion, may offer 2008 Certificates on any date, including the rate
determination date, at a discount to par to some investors.

The Ability to Sell the 2008 Certificates other than through Tender Process May Be
Limited. The Remarketing Agent may buy and sell' 2008 Certificates other than through the
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tender process. However, it is not obligated to do so and may cease doing so -at any'time
without notice and may require holders that wish to tender their 2008 Certificates to do so
through the Tender Agent with appropriate notice. - Thus, investors who purchase the 2008
Certificates, whether in a remarketing or otherwise, should not assume that they will be able to
sell their 2008 Certificates other than by tendering the 2008 Certificates in accordance with the
tender process.

Under Certain Circumstances, the Remarketing Agent May Be Removed, Resign or
Cease Remarketing the 2008 Certificates, Without a Successor Being Named. Under certain
circumstances the Remarketing Agent may be removed or have the ability to resign or cease its
remarketing efforts, without a successor having "been named, subject to the terms of the
Remarketing Agreement. In the event there is no Remarketing Agent, the Trustee is required to
apply to a court of competent jurisdiction for appointment of a successor Remarketing Agent.
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Payment Schedule s

N
R

The schedule below shows ‘the annual 2008 Payments and Panty Obligations. W|th
respect to the outstandmg Prior Certificates (assuming no prepayment of the 2008 Certificates
or Prior Certificates other than mandatory sinking fund prepayment) after prepayment of the
2005B Certificates and 2005C Certificates. :

2008
Fiscal 2008A 20088 Installment Outstanding
Year Ending tnstallment Instaliment Payments Parity Total
June 30 Payments'” Payments'" Total Payments® Payments'"
2008 $ 150,219.00 $ 8873156 23895066 $ - 61,636.33 300,586.89
2009 | . 3,004,380.00 3,009,658.58 6,014,038.58 - 7,546,338.14 13,560,376.72
2010 3,004,380.00 3,200,985 .51 6,205,365.51 7,970,498.82 14,175,864.33
2011 3,004,380.00 3,373,302.36 6,377,682.36 9,768,295.46 16,145,977.82
2012 3,004,380.00 3,190,846.76 6,195,226.76 9,773,150.46 15,968,377.22
2013 3,004,380.00 3,201,862.18 © ° ° 6,206,242.18 9,773,976.64 15,980,218.82
2014 3,004,380.00 1,975,718.09 4,980,098.09 8,775,148.68 14,755,246.77
2015 3,004,380.00 2,037,344.66 5,041,724.66 9,775,155.04 14,816,879.70
2016 3,004,380.00 2,035,223.05- 5,039,603.05 9,777,127 .62 14,816,730.67
2017 3,004,380.00 2,034,730.25 5,039,110.25 9,782,253.58 14,821,363.83
2018 3,004.380.00 1,992,1682.15 4,996,542.15 9,784,526.72 14,781,068.87
2019 3,004,380.00 1,992,323.98 4,996,703.98 9,789,254 64 14,785,958.62
2020 3,004,380.00 3,540,982.72 6,545,362.72 9,785,037.68 16,340,400.40
2021 3,004,380.00 3,5663,428.35 6,567,808.35 9,791,957.04. 16,359,765.39
2022 3,004,380.00 3,600,891.32 6,605,371.32 9,793,062.36 16,398,433.68
2023 7,825134.24 3,598,856.10 11,423 ,990.34 4,989 067 82 16,413,058.16
2024 8,478,216.92 3,042,066.52 11,520,283.44 4,541,745 64 16,062,029.08
2025 8,510,435.88 1,823,237.47 10,333,673.35 4,230,225.00 14,563,898.35
2026 8,535,143.92 3,754,358.52 12,289,503.44 4,234,250.00 16,523,753.44
2027 8,577,062.80 3,772,687.91 12,349,750.71 4,232,750.00 16,582,500.71
2028 8,585,014.32 3,824,943.75 12,410,858.07 4,234 500.00 16,645,358.07
2029 8,636,698.60 3,844,252.71 12,480,951.31 4,234,000.00 16,714,951.31
2030 8,678,302.76 3,875,676.79 12,553,979.55 4,231,000.00 16,784, 979.55
2031 8,710,726.84 3.917,437.70 12,628,164.54 4,230,250.00 16,858,414.54
2032 8,733,870.92 3,966,800.45 12,700,771.37 4,231,250.00 16,932,021.37
2033 8,797,478.60 3,979,842.85 12,777,321.45 4,233,500.00 17,010,821.45
2034 8,825,415.28 8,719,148.09 15,544 563.37 - 4,231,500.00 19,776,063.37
2035 8,868,059.20 11,012,462.60 19,880,521.80 - 19,880,521.80
TOTAL $153,974,090.28 $95,970,063.98 $249,944 163.26 $184,811,457.67  $434,755620.93

(1) Interest with respect to the 2008A Certificates is based on swap rates of 3.321% per annum on $54,000,000 and
3.384% per annum of $36,000,000 and interest with respect to the 2008B Certificates is based on an assumed
rate of 2.65% (long term average of the weekly SIPMA index).
Represents the 1999 Payments, the 2004 Payments, the 2005A Payments and estimated payments under the
2002 Payment Agreement as of May 1; 2008. Although the 2002 Payments are calculated based on a variable
interest rate, the 2002 payments shown in this table are caiculated based on the fixed interest rate set in

2)

accordance with the 2002 Payment Agreement entered into with respect to the 2002 Certificates.

“ELECTRIC SYSTEM FINANCIAL INFORMATION — Outstanding Indebtedness.”
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SECURITY FOR THE 2008 CERTIFICATES .. Lo

This section provides summaries of certain provisions of the Trust Agreement and the
Installment Purchase Contract. See APPENDIX-C for a summary of additional provisions of the
Trust Agreement and the Installment- Purchase Contract. Capitalized terms used but not
defined in this section have the meanings glven in APPENDIX C.

Letter of Credlt -

While a Series of 2008 Certificates represent mterest at Weekly Rates or Dally Rates,
the principal of and interest with respect to such 2008 Certificates and the purchase price of
such 2008 Certificates tendered or deemed tendered for purchase and not remarketed are to be
paid with proceeds of drawings to be made by the Trustee under the Letter of Credit to be
issued by the Bank. The Letter of Credit is stated to expire on May 13, 2011, unless extended
or terminated earlier, and may be replaced by an Alternate Credit Facility. The Letter of Credit
and any Alternate Credit Facility are defined under the Trust Agreement as the “Credit Facility.”
See “LETTER OF CREDIT AND REIMBURSEMENT AGREEMENT” below.

2008 !"';ayments

General. The 2008 Certificates evidence and represent the proportionate interests of
the Owners in the 2008 Payments to be made by the City to the Authority under the Instaliment
Purchase Contract. The 2008 Payments represent the purchase price of the facilities financed
from the proceeds of the 2005 Certificates, which the Authority is selllng to the City. See “THE
PROJECT”

2008 Payments Held in Trust. Under the Trust Agreement, the Trustee will hold the
2008 Payments in trust for the benefit of the Owners from time to time of the 2008 Certificates,
and will disburse, allocate and apply the 2008 Payments solely for the uses and purposes
provided in the Trust Agreement.

Unconditional Obligation. The Installment Purchase Contract provides that the City's
obligations to make the 2008 Payments is (subject to the provisions of the Installment Purchase
Contract relating to defeasance) absolute and unconditional, and until such-time as the 2008
Payments are paid in full (or provision for the payment thereof is made under the Installment
Purchase Contract), the City will not discontinue or suspend any 2008 Payments required to be
paid. by it under the Installment Purchase Contract when due, whether or not the Electric
System or any part thereof (including the facilities to be financed from the proceeds of the 2008
Certificates) is operating or operable, or its use is suspended, interfered with, reduced, curtailed
or terminated in whole or in part. The 2008 Payments are not subject to reduction whether by
offset, abatement or otherwise and are not conditional upon the performance or
nonperformance by any party to any agreement for any cause whatsoever.

Notwithstanding anythmg contained in the Installment Purchase Contract, however, the
City is not required to advance any moneys derived from any source of income other than the
Net Revenues for the payment of the 2008 Payments or for the performance of any agreements
or covenants required to be performed by it contained in the Installment Purchase Contract.
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Pledge of Net Revenues - -~~~ =~ .. '~ .- T tonn

Pledge. Under the Installment Purchase Contract, all' Net Revenues' of the Electric
System are irrevocably pledged to the payment of all Payments to- be made by the City to the
Authority, including the 2008 Payments and all other payments under the- Parity Obligations in
accordance with the terms of the Installment Purchase Contract. The Net Revenues of the
Electric System may not be used for any other purpose while any of the Payments remain
unpaid; provided, however, that out of Net Revenues there may be apportioned such sums for
such purposes as are expressly permitted by the Installment Purchase Contract. The
Installment Purchase Contract provides that this pledge constitutes a parity first’ pledge of and
charge and ||en upon-the Net Revenues of the Electric System

' Electric System. The Installment Purchase Contract defines “Electric System” to mean
the electric public utility system of the City, comprising all electric generation, transmission and
distribution facilities and all general plant facilities related theretc owned by the City at the time
the Master Contract was executed and all other properties, structures or works for the
generation, transmission or distribution of electricity thereafter acquired by the City, including all
contractual rights for electricity or the transmission thereof, together with all additions,
betterments, extensions or improvements to such facilities, properties, structures or works or
any part thereof thereafter acquired.

.Net Revenues. The Installment Purchase Contract defines “Net Revenues” to-mean, for
any Fiscal Year or any designated twelve-month period in question, the Revenues during such
Fiscal Year or twelve-month period, less the Maintenance and Operation Costs during such
Fiscal Year or twelve-month period. _

Revenues. The Installment Purchase Contract defines “Revenues” to mean all gross
income and revenue received or receivable by the City from the ownership or operation of the
Electric System, determined in accordance with Generally Accepted Accounting Principles,
including all rates and charges received by the City for the Electric Service and the other
services and facilities of the Electric System and all proceeds of insurance covering business
interruption loss relating to the Electric System and all other income and revenue howsoever
derived by the City from the ownership or operation of the Electric System or arising from the
Electric System, and including all Payment Agreement Receipts, and including all income from
the deposit or investment of any money in the Electric Revenue Fund.

The definition of “Revenues” excludes proceeds of taxes, refundable deposits made to
establish credit and advances, or contributions in aid of construction and line extension fees,
and charges collected by any person to amortize, or otherwise relating to the payment of, the
uneconomic portion of costs associated with assets and obligations (“stranded costs”) of the
Electric System or of any joint powers agency in which the City participates which the City has
dedicated to the payment of obligations other than Contracts, the payments of which obligations
will be applied or pledged to, or otherwise set aside for, the reduction or retirement of
outstanding obligations of the City or any joint powers agency in which the City participates
relating to such “stranded costs" of the City or of any such joint powers agency to the extent
such “stranded costs” are attributable to, or the responsibility of, the City.

Maintenance and Operation Costs. The Installment Purchase Contract defines
“Maintenance and Operation Cosis” to mean the costs paid or incurred by the City for
maintaining and operating the Electric System, determined in accordance with Generally
Accepted Accounting Principles, including, but not limited to, all costs of electric energy and
power generated or purchased by the City for resale, costs of transmission, fuel supply and
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water supply in‘connection with the foregoing, all reasonable expenses of management and
repair and other expenses necessary to maintain and preserve the Electric System in good
repair and working order, all administrative costs of the City that are charged directly or
apportioned to-the operation of the Electric System such as salaries and wages of employees,
overhead, taxes (if any) and insurance premiums, and all other reasonable and necessary costs
of the Clty or charges required to be paid by it to comply with the terms of the Contracts or any
resolution authorizing the execution of any Parity Obligations or of such Contracts or Parity
Obligations, such as compensation, reimbursement and indemnification of the Trustee,
remarketing agent or surety costs for any such Parity Obligations, letter of credit fees for any
such Parity Obligations, fees and expenses of Independent Certlt' ed Public: Accountants and
Independent Englneers o - :

The definition of “Maintenance and Operation Costs” excludes depreciation, replacement
and obsolescence charges or reserves therefore and amortization of |ntang|bles

It should be noted that “Maintenance and Operation Costs” spec:fcally include all
amounts required to be paid by the City under contracts with a joint powers agency for the
purchase of capacity, energy, transmission capability or any other commodity or service in
connection with the foregoing, which contract requires payments by the City to be made
thereunder to be treated as Maintenance and Operation Costs.

- Confracts. The Installment Purchase Contract defines “Contracts” to mean the Master
Contract and all installment purchase contracts of the City supplemental to the Master Contract
and authorized and executed by the City under and pursuant to the Master Contract and
applicable law, the installment payments under and pursuant to which are payable on a-parity.
basis from Net Revenues.

Assignment to Trustee

Under .the Trust Agreement, the Authority transfers, assigns and sets over to the
Trustee, subject to the provisions of the Trust Agreement, all of the 2008 Payments and any and
all rights and privileges it has under the Installment Purchase Contract, including the right to
collect and receive directly all of the 2008 Payments and the right to enforce the provisions of
-the Installment Purchase Contract.

Any 2008 Payments collected or received by the Authority will be deemed to be held,
and to have been collected or received, by the Authority as the agent of the Trustee, and will
immediately be paid by the Authority to the Trustee

The Trust Agreement provides that the Trustee will, subject to the provisions of the Trust
Agreement, take all steps, actions and proceedings required to be taken as provided in any
Opinion of Counsel delivered to it, reasonably necessary to maintain in force for the benefit of
the Owners of the 2008 Certificates the Trustee's rights as assignee of the 2008 Payments
under the Instaliment Purchase Contract and as beneficiary of any other rights to security for the
2008 Certificates which the Trustee may receive in the future.

Rate Covenant
Rate Covenant. Under the Installment Purchase Contract, the City covenants that it will
at all times fix, prescribe and collect rates and charges for the services, facilities and electricity

of the Electric System during each Fiscal Year which are reasonably fair and nondiscriminatory
and which will be at least sufficient to yield "Adjusted Annual Net Revenues” for such Fiscal
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Year equal to at least 110% of the Adjusted Annual Debt Service for such Fiscal Year (the ‘Rate
Covenant”) ) I C . o e .

"The City ‘may make adjustments from.time to time in such fees and charges and may
make such classification thereof as it deems necessary, but may not reduce the rates and
charges then in effect unless the Adjusted Annual Net Revenues from such reduced rates and
charges will at all times be sufficient to meet the requirements described in the precedmg
sentence. ' ‘ .

Aof;usted Annual Net Revenues The Instaliment Purchase Contract defines ‘Adjusted
Annual Net Revenues” to mean, for any Fiscal Year or 12-month period in question, the
“Adjusted Annual Revenues” during such Fiscal Year or 12-month period less the “Maintenance
and Operation Costs” during such Fiscal Year or 12-month period.

Adjusted Artnuél Revenues. The Installment Purchase Contract defines ‘Adjusted
Annual Revenues” to mean, for any Fiscal Year or 12-month period in question:

- the Revenues during such Fiscal Year or 12-month period,

« plus, for purposes of the Rate Covenant only, the amounts on deposit in the

Rate Stabilization Fund (or any other unrestricted funds of the Electric System

. designated by the City Council by resolution and available for the purpose of paying

Maintenance and Operation Costs and/or Annual Debt Service for such Fiscal Year or
12-month period), as of the first day of such Fiscal Year or 12-month period,

. minus, for the purposes of the Rate Covenant only, earnings from the
investments in the Parity Reserve Fund that are deposited in the Electric Revenue Fund
in such Fiscal Year or 12-month period.

Adjusted Annual Debt Service. The Instaliment Purchase Contract defines “Adjusted
Annual Debt Service” to mean, for any Fiscal Year or 12-month period in question, the “Annual
Debt Service” for such Fiscal Year or 12-month period minus the sum of

(i) for purposes of the Rate Covenartt, only, the earnings from the
investments in the Parity Reserve Fund that have been deposited in the Electric
Revenue Fund in such Fiscal Year or 12-month period, and .

(it) the amount of the Annual Debt Service paid from the proceeds of Partty
Obligations or interest earned thereon (other than from the Parity Reserve Fund), all as
set forth in a certificate of the City. .

Annual Debt Service. The Installment Purchase Contract defines “Annual Debt
Service” to mean, for any Fiscal Year or 12-month period in question, the required payments
scheduled to be made with respect to all Qutstanding Parity Obligations in such Fiscal Year or
12-month period; provided, that for purposes of determining compliance with the Rate
Covenant, the Reserve Fund Requirement and conditions for the execution of Parity
Obligations, certain additional provisions are applicable as described in “APPENDIX C —
DEFINITIONS AND SUMMARY OF CERTAIN DOCUMENTS.”

Rate Stabmzatmn Fund. Under. the Installment Purchase Contract, the -City is also
required to establish and maintain the Rate Stabilization Fund so long as any Parity Obligations
remain. unpaid. Under the Instaliment Purchase Contract, amounts in the Rate Stabilization
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Fund may be included in Adjusted Annual Revenues for purposes of determlnlng compliance
with the Rate Covenant.

The City may at any time deposit in the Rate Stabilization Fund any Net Revenues after
providing for the payment of Parity Obligations and any other money available for such deposit.
The City may at any time withdraw any or all of the money from the Rate Stabilization Fund for
any legal purpose. All interest or other earnings upon deposits in the Rate Stabilization Fund
will be accounted for as Revenues.

Notwithstanding the foregoing, no Revenues will be deposued in the Rate Stabilization
Fund to the extent that such amount was included by the City in Adjusted Annual Revenues for
purposes of determining compliance with the conditions for the execution of Parity Obligations
contained in the Contracts or for the Rate Covenant and deduction of the amounts to be
deposited in the Rate Stabilization Fund would have caused noncompliance with such
conditions.

The City's ability to set rates, fees and charges for electricity at levels which would
permit the City to make deposits into the Rate Stabilization Fund may be limited by deregulation
and other changes to the electric industry in California.

Parity Reserve Fund

- Establishment. Under the trust agreement entered into by the Authority and the
Trustee with respect to the 1997 Certificates, the Trustee established and is obligated to
maintain the Parity Reserve Fund, which secures all Payments made under the Instaliment
Purchase Contract securing the outstanding Prior Certificates and the 2008 Certificates.

Funding of 2008 Reserve Account. A portion of the proceeds of the 2008 Certificates,
together with moneys available from the 2005 Certificates, will be deposited in an account of the
Parity Reserve Fund (the “2008 Parity Reserve Account’) established under the Trust
Agreement in an amount necessary to increase the amount in the Parity Reserve Fund to the
Reserve Fund Requirement upon the delivery of the 2008 Certificates. The Parity Reserve
Fund will be maintained so long as any Certificates remain outstanding. (The Trustee is also
required to maintain an account in the Parity Reserve Fund for each outstanding series of Prior
Certificates.) -

After increasing the amount in the Parity Reserve Fund by the amount attributabte_to the
2008 Certificates, the combined amount on deposit in the Parity Reserve Fund will be
approximately $17,300,373.84. See “ESTIMATED SOURCES AND USES OF FUNDS" for the
amount to be deposited in the Parity Reserve Fund upon the execution and delivery of the 2008
Certificates. .

Reserve Fund Requirement. The Installment Purchase Contract defines “Reserve
Fund Reguirement” to mean, as of any date of determination and excluding any Parity
Obligations that are not Supplemental Contracts and the debt service thereon, the least of .

(a) 10% of the |n|t|al offenng price to the public of the Parlty Obhgatlons as
“determined under the Internal Revenue Code of 1986 (the “Code”), or

(b) the Maximum Annual Debt Service, or -,

. . (¢) 125% of the Average Annual Debt Service. I
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Substitution of Surety. The Reserve Fund Requirement {or any portion thereof) may
be provided by one or more policies of municipal bond insurance or surety bonds issued by a
municipal bond insurer or by a letter of credit issued by a bank or other institution if the
obligations insured by such insurer or issued by such bank or other institution, as the case may
be, have ratings at the time of issuance of such policy or surety bond or letter of credit equal to
"Aa" or higher assigned by Moody's (if Moody's is then rating any of the Parity Obligations) and
AA" or higher assigned by S&P (if S&P is then rating any of the Parity Obligations) and that
maintain at all times ratings at least equal to the lowest ratings (without giving effect to
municipal bond insurance or other credit enhancement) on any of the Parity Obligations
prowded by Moody's (if Moody's is then rating any of the Parlty Obllgatlons) and by S&P (if S&P
is then rating any of the Parity Obligations).

If at any time obligations insured by any such municipal bond insurer issuing a policy of
municipal bond insurance or surety bond or a bank or other institution issuing a letter of credit
as permitted by this definition no longer maintains ratings as required in accordance with the
requirements of the Instaliment Purchase Contract, the Installment Purchase Contract requires
the City to provide or cause to be provided cash or a substitute municipal bond insurance policy
or surety bond or a letter of credit meeting such requirements.

Disbursement. Amounts in the Parity Reserve Fund will be transferred to the 2008
Debt Service Fund to pay principal and interest .evidenced by the 2008 Certificates on any
interest Payment Date in the event amounts on ‘deposit therein are insufficient for such
purposes. The Trustee will also transfer amounts in the Parity Reserve Fund to any applicable
debt service fund established under a trust agreement under which any obligations are issued in
connection with a Supplemental Contract, without preference or priority between transfers made
as described in the preceding sentence, and in the event of any insufficiency of such moneys
ratably without discrimination or preference. See " — Outstanding and Senior Parity Obligations”
above.

Outstanding Senior and Parity Obligations

Senior Obligations. The City participates in the projects of, and has entered into
financing agreements with certain regional joint powers agencies (including the Northern
California Power Agency and the Transmission Agency of Northern California), under which the
City is responsible for a share of debt service on debt issued by those joint powers agencies.
Obligations of the City under these financing agreements constitute operating expenses of the
Electric System payable prior to the payments under the Installment Purchase Contract,
mcludmg the 2008 Payments (and the other Parity Obligations descnbed below) :

Parity Obligations. The 2008 Payments are secured by and payable from Net
Revenues on a parity with other obligations previously incurred by the City under the Installment .
Purchase Contract and designated as parity obligations (collectively, including the 2008
Payments, the “Parity Obligations”), including installment payments securing four outstanding
series of certificates of participation (the "Prior-‘Certificates” and, together with- the 2008
Certificates, the “Certificates”} and payments under certain swap agreements (described below).
The currently outstanding Panty Obltgatlons were’ entered into byithe City in connectton with the
following: -

1999 Certificates. The Authority’s $21,630,000 original principal amount “Electric

System Revenue Certificates of Participation, Series 1999,” evidencing and representing
proportionate interests of the owners thereof in the payments made under the 1999
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Supplemental Contract (the “1999 Payments"); principal amount outstanding as of May
1, 2008: $570,000. - ‘ : -

2002 Certificates. The Authority's $40,385,000 original principal amount of
“Variable Rate Demand Efectric System Revenue Certificates of Participation, Series
2002, evidencing and representing proportionate interests of the owners thereof in the
payments made under the 2002 Supplemental Contract (the “2002 Payments”); principal
amount .outstanding as of May 1, 2008: $24,820,000. The 2002 Certificates were used
in part to advance refund certain of the 1999 Cerificates. The 1899 Certificates
refunded were those that mature on February 1, 2010, February 1, 2011, February 1,
2012, February 1, 2013, February 1, 2017 and February 1, 2024. The 1999 Certificates
advance refunded are scheduled to be called on August 1, 2009.

2004 Certificates. The Authority’s $39,940,000 original principal amount of

“Electric System Revenue Certificates of Participation, Series 2004,” evidencing and

- representing proportionate interests of the owners thereof in the payments made under

the 2004 Supplemental Contract (the “2004 Payments”); principal amount outstanding as
of May 1, 2008: $39,275,000.

2005A Certificates. The Authority's $52,900,000 original principal amount of
“Electric System Revenue Certificates of Participation, Series 2005A (Fixed Rate),”
evidencing and representing proportionate. interests of the owners thereof in certain
payments made under the 2005 Supplemental Contract (the “2005 Payments®); principal
amount outstanding as of May 1, 2008: $52,450,000. ‘

2002 Payment Agreement. In connection with the 2002 Certificates, the City has
entered ‘into an interest rate swap agreement dated December 16, 2002, with a notional
amount of $40,385,000 (the “2002 Payment Agreement”) with Morgan Stanley Capital
Services, under which the City makes payments that are calculated by reference to a
fixed rate and receives payments that are calculated by reference to a variable rate. The
2002 Payment Agreement constitutes a “Parity Payment Agreement” under the Master
Contract, payments on which are made on a parity with all Payments under the Master
Contract.

Interest Rate Swap Agreements. In connection with the issuance of the 2008A
Certificates, the City is entering into (i) an interest rate swap agreement with Morgan
Stanley Capital Services, Inc., New York, an affiliate of Morgan Stanley & Co.
Incorporated, and (ii) an interest rate swap agreement (together with the Morgan Stanley
Capital Services; Inc. swap agreement, the "Swap Agreements”) with Bank of America,
N.A. (together with Morgan Stanley Capital Services, Inc., the "Swap Counterparties”).

2The payment obligations of the Swap Counterparties under the Swap Agreements will
." be.general, ‘unsecured obligations of the respective Swap Counterparties. The Swap
Agreements have a term extending to the scheduled final maturity date of the 2008A
Certificates (the "Scheduled Expiration Date") and require the City to pay a fixed rate of
interest with respect-to.an initial notional amount.equal to the principal amount of the
related respective 2008A Certificates, which payments are payable on a parity with-the
2008 Payments. In return, the Swap Counterparties will pay a variable rate of interest
equal to.a percentage of the London Interbank Offering Rate (“‘LIBOR") one month index

-2 .on a like:notional amount:" The amounts payable by-a party under the Swap Agreements

are netted against the:payments to be received by such party thergunder. .

LSEE R .
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~.The Swap Agreements may be terminated sooner than the Scheduled Expiration
Date upon the occurrence of certain events. Termination of a Swap Agreement requires
payment of termination fees either to the City or the Swap Counterparty based upon a
formula that includes an assessment of the then current market value of the Swap
Agreement. The payments by the City under the Swap Agreements are secured by a
‘pledge of the Net Revenues of the Electric System on a-parity with the Parity. Obligations
(and the Swap Agreements provide that the City may insure its payment obligations
under the Swap Agreements), except that any termination payment due under the Swap
Agreement is secured and payable on a subordinate basis to the Parity Obligations.

Conditions for Issuing Additional Obligations

The City may at any time execute a Supplemental Contract or other Parity Obligation
payable from the Net Revenues on a parity with the 1999 Payments, the 2002 Payments, the
2004 Payments, the 2005 Payments and the 2008 Payments, but only subject to the-specific
conditions set forth in the Master Contract, which are conditions precedent to the execution of
any such Parity Obligations, including the condition that there be on file with the Trustee either:

(1) A Certificate of the City demonstrating that during any 12 consecutive
calendar -months out of the immediately preceding 18-calendar month period, the
Adjusted Annual Net Revenues were at least equal to 110% of the Maximum Annual
Debt Service for all existing Parlty Obllgatlons plus the Parity Obilgatlons proposed to be
executed; or

(2} An Engineer's Report showing that projected Adjusted Annual Net

Revenues during the succeeding 5 complete Fiscal Years beginning with the first Fiscal

- Year following issuance of such Parity Obligations in which. interest is not.capitalized in

whole or in part from the proceeds of Parity Obligations, is at least equal to 110% of the

Maximum- Annual Debt- Service for all eX|st|ng Parity Obllgatlons plus the Parity
Oblagat:ons proposed to be executed. . )

: NotW|thstand|ng the foregomg, the Master Contract specifies that there are no limitations
on the ability of the City to execute any Parity Obligation at any time to refund any outstanding
Parity Obligations. See “APPENDIX C - DEFINITIONS AND SUMMARY OF CERTAIN
DOCUMENTS.” - : .

Flow of Funds

Deposit of Funds into Electric Revenue Fund. Under the Installment Purchase
Contract, the City agrees and covenants that all Revenues it-receives will be deposited when
and as received in the- Electric Revenue Fund, which the City is required to establish and
maintain separate and -apart from other moneys of the Clty SO Iong as any Panty Obligations
remain unpaid. . ‘ ot

All money' on deposit.in- the Electric Revenue Fund w1II be applled and used only as
prowded in the Installment Purchase Contract - .

Payment of Mamtenance and Operat:on Costs The Ctty is to pay all Maintenance
and Operatlon Costs (including amounts reasonably required to be set aside in' contingency
reserves for Maintenance.and Operation Costs the payment of which is not then.immediately
required) from the Electric Revenue Fund as they become due and payable.
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Disbursement of Remaining Funds. The Installment Purchase Contract. requares the
City to deposit and set aside all remaining money in the Electric Revenue Fund at the following
times in the followmg order of priority: : :

(1) Panty Obhgat:on Payment Fund Deposrts On or before the thll‘d

. Busmess Day before each date on which interest or, principal becomes due and payab!e

under any Parity Obligation or any net payment becomes due and payable under any

Parity Payment Agreement, the City will, from the money in the Electric Revenue Fund,

. deposit in the Parity-Obligation Payment Fund (which the City agrees and covenants to

_ establish and maintain separate and apart from other .moneys of the City so long as any

Parity Obligations remain unpald) a sum equal fo the amount of. interest. and_ principal

becoming due and payable under all Parity Obligations on such due date, plus the net
payments due on all Parity Payment Agreements on such due date.

. However, no such deposit need be made if there is money in the Parity
Obligation Payment Fund available therefore at least equal to the amount of interest and
principal becoming due and payable under all Parity Obligations on such date on which
interest or principal becomes due and payable under any Parity Obligations plus the net
payments due on all Parity Payment Agreements on the next succeeding due date.

... Moneys on deposit in the Parity Obligation Payment Fund will be transferred by
the City to the Trustee to make and satisfy the payments due on the next applicable date
on which interest or principal becomes due and payable under any Parity Oblugat:on at
least one Busmess Day prior to such next applicable due date.

(2) Parity Reserve Fund Deposits. On or before the third Business Day
before each Payment Date, the City will, from the remaining money on deposit in the
Electric Revenue Fund after deposits and transfers under paragraph (1) above, transfer
to the Trustee for deposit in the Parity Reserve Fund that sum, if any, necessary to
restore the Parity Reserve Fund to an amount equal to the Reserve Fund Requirement.

The City will also, from such remaining moneys in the Electric Revenue Fund,
transfer or cause to be transferred to the reserve fund or account for any Parity
Obligations which are not Supplemental Contracts, without preference or priority
between transfers made in accordance with this sentence and the preceding sentence,
and in the event of any insufficiency of such moneys ratably without any discrimination
or preference, that sum or sums, if any, equal to the amount required to be deposited
therein pursuant to such Parity Obligations.

After making the foregoing deposits and transfers in each Fiscal Year, the City may
apply any remaining money in the Electric Revenue Fund for any lawful purpose of the City,
including for the payment of any Subordinate Obligations in accordance with the instruments
authorizing such Subordinate Obligations; provided, however, that no moneys in the Electric
Revenue Fund may be applied to the payment of any Subordinate Obligations in any Fiscal
Year unless amounts on deposit in the Electric Revenue Fund are sufficient to make the
transfers required to be made in such Fiscal Year as described above.
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Special, L:mrted Oblrgat:on of the Crty Except for the' payment of 2008 Payments
when due and the performance of the other covenants and agreements of the City contained in
the Installment Purchase Contract, the City has o obhgatuon or liability to the Owners of the
2008 Certificates with respect'to the Trust Agreement or the execution, delivery or transfer of
the 2008 Certlﬁcates or the dlsbursement of Payments to the Owners by the Trustee

The obhgatlon of the- Clty 1o make the '2008: Payments is a spec1al obllgatlon of the City
secured-by a pledge of Net Revenues'and’ ‘payable solely from the Net Revenues and does not
constitute a“debt of the' City or of the State ‘of California or of any ‘political subdivision thereof in
contraverition of any constltutlonal or statutory debt Ilmltatlon or restnctlon :

Not\mthstandlng anythmg contained in the Installment Purchase Contract, the City is not

required to advance any moneys: derived from any source of income other than the Net
Revenues and the other funds provided in the Installment Purchase Contract for the payment of
amounts due under the Instaliment Purchase- Contract or for the pen‘ormance of any
agreements or covenants reqwred to be performed by’it contained in the Installment Purchase
Contract.
) L:mrted Obhgatrons of the Authonty The Authonty has no obligation or liability to the
Owners of the 2008 Certificates with respect to the payment of the 2008 Payments when due,
or with respect to the performance by the Clty of any_ other covenant made by it in the
Installment Purchase Contract or the Trust Agreement.

Alternate Credit Facility . )
~ . -t - B A

~ The Authority has the option, which can be exercised at any time, to provide for the
delivery of an Alternate Credit Facility. An Alternate Credit Facility must be (i) an irrevocable
letter ‘of credit or other irrevocable credit facility, (ii) issued by a commercial bank, savings
institution or other financial institution, and (jii) the terms of which must, to the extent dictated by
the terms of the 2008 Certificates, be the same as or similar to the existing Credit Facility;
provided, that the expiration date of such Alternate Credit Facility must be a date not earlier than
one-year from its date of issuance (subject to earlier termination upon payment of all 2008
Certificates in full or provision for such payment in accordance with the Trust Agreement).

The procedures and requirements for providing an Alternate Credit Facility are:

(1) at least 25 days prior to the expiration of the eX|st|ng Credtt Facnlty the
Authonty or the City will cause to be provided to the Trustee:

"(a)’ adraft of a Favorable Opinion of Specnat Counsel (as defined in
the Trust’ Agreement, a signed- opinion will be delivered on and dated the
effectlve date of the Alternate Credlt Facility), and

(b} a draft of an opinion of counsel to the provider of the Alternate
Credit Facility to the effect that such Alternate Credit Facility is enforceable in
accordance with its terms, except to the extent that the enforceability thereof may
be limited by bankruptcy, reorganization or similar laws limiting the enforceability
of creditors’ rights generally and except that no opinion need be expressed as to
the availability of any discretionary equitable remedies, (a signed opinion will be
delivered on and dated the effective date of the Alternate Credit Facility); and
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(2) actual delivery to the Trustee of an Alternate Credit Facility, together with

executed copies of-the legal opinions in"subsections (1)(a) -and (1)(b) above, will be

“made on a Business Day at least 5 days pnor to the explratlon date of an eXIstlng Credlt
: Fac;|llty and

(3) ‘notice thereof'is given to the Owners of the applicable Series of 2008
Certifi cates in ac’cordance with the provisions of the Trust-Agreement P

When a Credit Facility expires in accordance with its terms-or is replaced by an Alternate
Credlt Facility, the Trustee will immediately surrender such Credit Facility to the Bank. The
Trustee will draw moneys under the ‘Credit Facility in accordance with the terms thereof in an
amount necessary to make full and timely payments of (i) principal of and interest with respect
to and Prepayment Price of the 2008 Certificates {(other than Bank Certificates) during a Weekly
Rate Period or Daily Rate Period when due at maturity, redemption or acceleration and (ii)
Purchase Price required to be made pursuant hereto. If at any time there will have been
delivered to the Trustee an Alternate Credit Facility meeting the requirements of the Trust
Agreement, then the Trustee will accept such Alternate Credit Facility, draw on the existing
Credit Facility to the extent required pursuant to the provisions thereof and of the Trust
Agreement for payment of the Purchase Price, and after such draw has been honored,
surrender the existing Credit Facility to the Bank, in accordance with the terms of such Credit
Facility, for cancellation. The existing Credit Facility will be returned to the Bank only after the
Bank has honored any draws required to pay the Purchase Price in accordance with the terms
of the Trust Agreement.

LETTER OF CREDIT AND REIMBURSEMENT AGREEMENT

The following are brief outlines of certain provisions contained in the Letter of Credit
established by the Bank in favor of the Trustee and the Reimbursement Agreement and are not
to be considered a full statement pertaining thereto. Reference is made to the Letter of Credit
and the Reimbursement Agreement on file with the Trustee for the complete texts thereof.
Capitalized terms used in this section and not otherwise defined will have the meanings given
such terms in the Reimbursement Agreement. No representation is made by the City or the
Underwriter as to the accuracy, completeness or adequacy of the following information.

The Letter of Credit

The purchase price of, and principal and interest evidenced by the 2008 Cerificates
(other than the Bank Certificates or 2008 Certificates owned by the City or the Authority) will be
payable from amounts available to be drawn by the Trustee under an irrevocable, transferable
direct-pay Letter of Credit issued by the Bank concurrently with the execution and delivery of the
2008 Certificates. The Trustee will be permitted to draw an aggregate amount not to exceed the
principal amount of the 2008 Certificates plus interest calculated at an assumed rate of 12% for .
52 days, based upon a 365/366-day year, subject to reductions and reinstatements as provided
in the Letter of Credit.

The Leiter of Credit shail terminate (the “Stated Termination Date”) on the close of

banking business on May 13, 2011 (the “Maturity Date”) unless termmated earher in accordance
with the provisions thereof or unless otherwise extended. .
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The Reimbursement Agreement

_ The Relmbursement Agreement among other thmgs sets the terms and conditions
whereby the City is required to repay to the Bank any amounts drawn by the Trustee under the
Letter of Credit. The Bank has certain rights and the City has certain obligations under the
Reimbursement Agreement. These rights of the Bank do not extend to the owners of the 2008
Certificates. ..in addition, the City's-compliance with its obligations under the ‘Reimbursement
Agreement can be waived solely at the behest of the Bank. :The Reimbursement Agreement
provides for, among other things, repayment by the City of amounts drawn under the Letter of
Credit. Although certain aspects of the-Reimbursement Agreement are summarized herein, this
summary does not purport to be complete or definitive, and is qualified in its entirety - by
reference to the full terms of the Reimbursement Agreement S

- The followmg events are Events of Default un_der-the Reimbursement Agreement unless
waived by the Bank pursuant to the terms thereof; ‘

(i) " Failure to pay when due’ any amount payable under the Relmbursement
Agreement (except as provided in subparagraph (i} below) or under any Related
. Document to which the Clty is a party;

(i) Failure to pay within thirty (30) days of the date when due any Draw Fees,
Transfer Fees or Amendment Fees due under the Reimbursement Agreement;

(i) Failure to observe or perform certain terms, covenants or agreements
contained in the Reimbursement Agreement;

(iv} . Failure to observe or perform any of the covenants contained in the
Reimbursement Agreement (other than those covenants referenced in subparagraph (iii)
above) and such failure is not remedied within thirty (30) days after written notice thereof
from the Bank to the City and the Trustee, or failure to observe any covenant contained
in any Related Document after the expiration of any applicable grace period contained in
the relevant Related Document in the case of any covenant incorporated by reference
into the Reimbursement Agreement;

(v) Any representation, warranty, certification or statement made by the City
(including through incorporation by reference) in the Reimbursement Agreement or any
Related Document or in any certificate, financial statement or other document delivered
pursuant to the Reimbursement Agreement or to any Related Document shall have been
inaccurate or incomplete in any material respect when made or deemed to have been
made; :

(vi). The City, or any Affiliate of the City, shall commence a voluntary case or
other proceeding seeking liquidation, reorganization or other relief with respect to itself
or its debts under any bankruptcy, insolvency or other similar law now or hereafter in
effect or. seeking the appointment of a trustee, receiver, liquidator, custodian or other
similar official of it or any substantial part of its property, or shall consent to any such
relief or to the appointment of or taking possession by any such official in an involuntary
case or other proceeding commenced against it, or shall make a general assignment for
the benefit of creditors, or shall fail generally to pay its debts as they become due, or
shall take any corporate action to authorize any of the foregoing;

: {(vii)  (A) An involuntary case or other proceeding shall be commenced against
the City, or any Affiliate of the City, seeking liquidation, reorganization or other relief with
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respect to it or its debts under any bankruptcy, insolvency or other similar law now or
hereafter in effect or seeking the appointment of a trustee, receiver, liquidator, custodian
or other similar official of it or any substantial part of its property, and such involuntary
case or other proceeding shall remain undismissed, undischarged and unbonded for a
period of thirty (30) days; or an order for relief shall be entered against the City or any
Affiliate of the City under the federal bankruptcy laws as now or hereafter in effect; or (B)
there shall be commenced against the City, or any Affiliate of the City, any case,
proceeding or other action seeking issuance of a warrant of attachment, execution,
restraint-or similar process against all or any substantial part of its assets, which results
in the entry of an order for any such relief which shall not have been vacated,
discharged, or stayed or bonded pending appeal within thirty (30) days from the entry
thereof; or (C) the City, or any Affiliate of the City, shall take any action in furtherance of,
or indicating its consent to, approval of, or acquiescence in, any of the acts set forth in
clause (A) or (B) above; or (D) the City, or any Affiliate of the City, shall generally not, or
shall be unable to, or shall admit in writing its inability to, pay its Indebtedness as the
same becomes due;

(vii)  (A) A Governmental Authority with jurisdiction to rule on the validity of the
Reimbursement Agreement, the Trust Agreement or any Related Document shall find,
announce or rule that (x) any material provision of the Reimbursement Agreement or any
Related Document or (y) any provision of the Contract or the Trust Agreement relating to
the security for the 2008 Certificates or the Required Bank Payments and
Reimbursement Charges, the City's ability to pay the Required Bank Payments and the
Reimbursement Charges from the Pledged Net Revenues or perform its obligations
under the Reimbursement Agreement or the rights and remedies of the Bank, is not a
valid and binding agreement of the City or (B)the City shall contest the validity or
enforceability of the Reimbursement Agreement, any Related Document or any provision
of the Contract or the Trust Agreement relating to the security for the 2008 Certificates or
the Required Bank Payments, the City’s ability to pay the Required Bank Payments and
. the Reimbursement Charges from the Pledged Net Revenues or perform its obligations
under the Reimbursement Agreement or the rights and remedies of the Bank, or shall
seek an adjudication that the Reimbursement Agreement, any Related Document or any
provision of the Contract or the Trust Agreement relating to the security for the 2008
Certificates or the Required Bank Payments and the Reimbursement Charges, the City’s
ability to pay the Required Bank Payments and the Reimbursement Charges from the
Pledged Net Revenues or perform its obligations under the Reimbursement Agreement
or the rights and remedies of the Bank, is not valid and binding on the City;

(ix) A debt moratorium, debt adjustment, debt restructurlng or comparable
restriction with respect to any of the Indebtedness of the City which affects payment of
amounts in connection with the Electric System, shall be declared or imposed by the City
or any Governmental Authority having jurisdiction over the City; :

(x) Any Lien created by the Relmbursement Agreement, the Contract or the
Trust Agreement in favor of the Trustee or the Bank, shall at any time or for any reason
(except as expressly permitted to be released by the terms of such governing document)
not constitute a valid and perfected Lien or, except as permltted under the Contract, the
~ City sha[l so assert in wrltlng, g e . - -
(xi) "An event of default or termmatlon event under the Trust Agreement the
'V'Contract or the 2008 Certificates or any other Related Document “shall at any time have
occurred and be continuing, irrespective of whether said event of default is declared,
undeclared or has been waived under the terms of such respective instrument, or a
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mandatory prepayment or acceleratlon shall have occurred with respect to the 2008
Certificates;

(xii)  Any Parity Obligation, Senior Obligation or other Indebtedness of the City
that ranks on a parity with or senior to the Parity Obligations shall not be paid when and
as the same shall become due and payable {(whether by scheduled maturity, required
prepayment, acceleration, demand or otherwise);

(xiii) The existence of one or more final, non-appealable judgments against the
City for the paymeént of money payable out of Revenues and not covered by insurance,
or the attachment or levy against the Electric System or other property of the City, the
operation or result of which, individually or in the aggregate, equals or exceed
$1,000,000, and such judgment attachment or levy shall remain unpaid or the Lien
created thereby shall remain undischarged or unbonded (by property other than any of
the Pledged Net Revenues) for a period of thirty (30) days;

(xiv) a Material Adverse Change shall occur;
{(xv) a Determination of Taxability shall occur; or

(xvi) payment of the principal of any Parity Obligation or any Senior Obligation
is accelerated in accordance with its terms.

If an Event of Default under the Reimbursement Agreement occurs and is continuing,
the Bank may, in its sole discretion, {i) notify the Trustee of such occurrence and may in such
notice further (A) notify the Trustee that the Letter of Credit shall terminate and direct the
Trustee to draw upon the-Letter of Credit in accordance with its terms and purchase all of the
outstanding 2008 Certificates for the account of the Bank, or (B) direct the Trustee to declare
the entire principal amount of the unpaid 2008 Payments and the accrued interest with respect
thereto to be due and payable pursuant to the Trust Agreement, (ii) at any time subsequent to
any notice under (i), and the Bank has not already ‘directed such action in such notice under (i),
the Bank may direct the Trustee to declare the entire principal amount of the unpaid 2008
Payments and the accrued interest with respect thereto to be due and payable pursuant to the
Trust Agreement, (iii) by notice to the City, declare the entire unpaid principal and interest
amount of any advances outstanding as a result of any Tender Drawing together with accrued
interest thereon, and all other amounts owing under the Reimbursement Agreement, to be,
whereupon the same shall become, immediately due and payable without presentment,
demand, protest or other notice of any kind, all of which are hereby waived by the City; provided
that in the case of any of the Evenits of Default specrf ed in subparagraphs (vi), {vii), (viii) or (xvi)
above, without afy notice to the City or any othier act by thé Bank, the principal amount of any
such advances, together with accrued interest thereon, shall be immediately due and payable
and (iv) take any other action permitted to be taken by it under the Reimbursement Agreement,
under any of the Related Documents, or under applicable law or otherwise. Upon receipt by the
Trustee of any notice from thé Bank pursuant to clause (i)(A) of this paragraph and to the extent
it has not “already done so, the Trustee shall immediately draw under the Letter of Credit
pursuant to its terms in the amount required thereby and to the extent permitted by the Letter of
Credit, whereupon the Letter of Credit shall terminate immediately upon distribution of the
proceeds of such drawing to the Trustee. Upon receipt by the Trustee of a'notice from the Bank
pursuant to clause (i)(B) or (ii) of this paragraph directing the acceleration of all 2008 Payments,
the Trustee shall immediately ‘declare the’ entlre ‘principal amount: of the unpaid 2008 Payments
and the mterest accrued W|th respect thereto |mmed|ately due and payable pursuant to the Trust
Agreement

~
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THE BANK

THE FOLLOWING REPRESENTS ONLY A SUMMARY OF THE INFORMATION
REFERRED TO HEREIN. EXCEPT TO THE LIMITED EXTENT DESCRIBED HEREIN, THIS
DOCUMENT DOES NOT ATTEMPT TO DESCRIBE THE BUSINESS OR ANALYZE THE
CONDITION, FINANCIAL OR OTHERWISE, OF THE BANK OR OTHERWISE DESCRIBE ANY
RISKS ASSOCIATED WITH THE BANK. EACH BONDHOLDER MUST RELY ON THAT
HOLDER'S OWN KNOWLEDGE, INVESTIGATION AND EXAMINATION OF THE BANK AND
THE BANK'S CREDITWORTHINESS. NO REPRESENTATION IS MADE BY THE CITY OR
THE UNDERWRITER AS TO THE ACCURACY, COMPLETENESS OR ADEQUACY OF THE
FOLLOWING INFORMATION.,

Dexia Credit Local ("Dexia”) is a subsidiary of the Dexia Group, which was created in
1996. The Dexia Group is a major European banking organization that is the product of several
cross-border mergers. Dexia is an authentically European bank in terms of both its
management organization and the scope of its different lines of business. The Dexia Group is
listed on the Brussels, Paris and Luxembourg stock exchanges. With a stock market
capitalization of over 20 billion euros as of December 31, 2007, the Dexia Group ranks in the
top third of the Euronext 100 companies.

Dexia specializes in the Dexia Group's first line of business — public and project finance
and financial services for the public sector. Dexia has recognized expertise in local public
sector financing and project finance. It is backed by a network of specialized banks, which
employ over 3,500 professionals. Through this network of subsidiaries, affiliates and branches,
Dexia is present in almost all of the countries of the European Union as well as Central Europe,
the United States of America and Canada. Dexia also has operations in Latin America, the
Asian-Pacific Region mcludmg Australia, and the countries around the Mediterranean.

DeXIa is a bank with its pnnmpal office located in La Defense France In issuing the
facility, Dexia will act through its New York Branch, which is licensed by the Banking
Department of the State of New York as an unincorporated branch of Dexia. Dexia is the
leading local authority lender in Europe, funding its lending activities in 2007 primarily through
the issuance of euro and U.S. dollar-denominated bonds. In 2007, total funding raised by Dexia
and Dexia Municipal Agency was 18.2 billion euros.

The Dexia Group is the owner of Financial Security Assurance Holdings Ltd. (“FSA
Holdings"), the holding company for Financial Security Assurance Inc., a leading financial
guaranty insurer.

As of December 31, 2007, Dexia had total consolidated assets of 345 billion euros,
outstanding medium and long-term loans to customers of 285.1 billion euros and shareholders’
equity of over 6.29 billion euros (Tier | plus Tier Il),- and for the year then ended had
consolidated net income of 991 million euros. These figures were determined in accordance
with generally accepted accounting principles in France. Dexia maintains its records and
prepares its financial statements in euros. At December 31, 2007, the exchange rate was
1.0000 eurc equals 1.4721 United States dollar. Such exchange rate fluctuates from time to
time.

Dexia is rated Aal long-term and P-1 short-term by Moody's, AA long-term and A-1+
short-term by S&P, and AA+ long-term and F1+ short-term by Fitch.

33



Dexia will provide without charge a copy of its most recent publicly available annual
report. Written requests should be directed to: Dexia Credit Local, New York Branch, 445 Park
Avenue, 8th Floor, New York, New York 10022, Attention: General Manager. The delivery of
this information shall not create any implication that the information contained or referred to
herein is correct as of any time subsequent to its date. .

THE ELECTRIC SYSTEM
History and Background

The City, through Roseville Electric, has been providing electrical power to its resndents
businesses, and the City's street and traffic lighting systems since 1912. In 1956, the City
entered into a contract with the Federal Bureau- of Reclamation for 69 megawatts ("MW"; a
megawatt equals 1 million watts) of electric capacity from the Central Valley hydroelectric
project, which consists of a system of dams, reservoirs and power plants within central and
northern California ({the contract is currently administered through the Western Area Power
Administration (“Western”)). In the early 1970s, the City’s demand for electricity exceeded the
Western resource allocation. To help meet this additional need, in 1968 the City became a
charter member in the Northern California Power Agency (the "NCPA"), a consortium of
municipal electrical utilities. The City participates in several resources developed by NCPA,
including its geothermal, combustion turbine, steam-injected gas turbine, and hydroelectric
projects. In addition, in 1984 the City became a member of the Transmission Agency of
Northern ‘California (*TANC”} and participated in the California-Oregon Transmission Project
(*COTP"). See “- Regional Transmission Facilities™ below. Continuous high growth created
more demand and until recently, the bulk of that demand was met through purchases on the
opén electricity market ‘See "— Sources of Power Supply” below

The City recently completed construction of a 160 IVIW natural gas fired generation plant
("Roseville Energy Park) that commenced commercial operation in October of 2007. Roseville
Energy Park has a base capacity of 120'MW and has the ability-to be peak-fired up to 160 MW
nominal during warranted conditions through the use of duct burners in the heat recovery steam
generators. -Roseville Energy Park includes two Siemens combustion turbine-generators
("CTGs"), two Vogt heat recovery steam generators (‘HRSGs"), a single condensing steam
turbine generator (“STG"), a de-aerating surface condenser; a four-cell mechanical draft cooling
tower; and associated support equipment.

Organization and Management ’ ' '

Supervision by City Council and Roseville Public Utilities Commission. The City's
Electric System is under the supervision of the-Roseville City Council. The seven-member
Roseville Public Utilities Commission serves as an advisory board to the City Council on matters
relating to all utilities owned-and operated by the City. The City Council appoints all seven
members of the Public Utilities Commission. The Electric Utility Director manages the Electric
System and reports to the Public Utnhtres Commission and the City Manager.-

Semor. Management. The Electnc System's ' senior management consists of the
following executives:

Tom Habashi; Electric Utility Director, Tom Habashi has served as Electric Utility
Director since 1998. Mr. Habashi is a registered electrical ‘engineer with a Bachelor of Science
in Electrical Engineering and a Masters in Business Administration. He began his career as a



junior engineering aide with the City of Burbank in 1981 and was promoted to assistant
electrical engineer later that year. Mr. Habashi joined the Palo Alto Utilities Department as a
Power Engineer in 1984 and was promoted to Senior Power Engineer in 1986, Senior Resource
Planner in 1987, Manager of Resource Planning in 1992 and Assistant Director of Utilities,
Resource Managementin 1995,

David Brown, Assistant Electric Ulility Director-Distribution. David Brown has served as
Assistant Electric Utility Director-Distribution since 2001. He began working for Roseville
Electric in 1987 after graduating from California State University, Sacramento with a Bachelor of
Science degree in Electrical Engineering. He is responsible for the electric distribution system at
Roseville Electric, including engineering, new services and system construction and
maintenance. Mr. Brown is a registered electrical engineer in the State of California.

Tom Green, Assistant Electric Utility Director, Power Supply. Tom Green served as
Power Supply Manager for Roseville Electric from 2001 until assuming his current position in
2005. Mr. Green is responsible for Roseville Electric’s energy supply portfolio including power
market assessment, risk management, power plant generation, power purchases and sales,
regional transmission, and administration. He is also responsible for the management of
contractual relations with Western NCPA and the California Independent System Operator
("ISO"). - Prior to joining the City, Mr. Green was employed for 13 years by NCPA where he led
marketing and contractual activities related to bulk electric power services to NCPA members.
Previously, he was employed for 11 years by the State of California, Department of Water
Resources in the Department's Energy Division. Mr. Green graduated from California State
University, Sacramento with a Bachelor of Arts Degree in Government.

Michelle Berfolino, Assistant Electric Ulility Director, Administrative and Retail Services.
Michelle Bertolino has worked at Roseville Electric since 2002. She is responsible for Roseville
Electric’s administrative and retail energy services which include financial, energy and load
forecasting and analysis, ratemaking, power supply settlements and reporting, budget
development, demand side management, development of public benefits activities, energy
efficiency programs and customer service activities. Prior to joining the City, Ms. Bertolino was
employed by the Sacramento Municipal Utility District and San Francisco Public Utilities
Commission. She graduated from the University of California, Santa Barbara and attended the
Graduate School of Management at the University of California, Davis. She received her
Certified Public Accountant license from the State of California. :

Employees

General. As of June 30, 2007, 139 City employees were asstgned specifically to the
Electric System. Certain functions supporting the Electric System operations, including meter
reading, customer bitllng collections and accountlng, are performed by the Finance Department
of the City. .

The .bulk of the non-management City personnel working at. Roseville Electric .are
represented by the International Brotherhood of Electrical Workers. (IBEW). The current
Memorandum of Understanding with IBEW will expire on December 31, 2010. There have been
no stnkes or other work stoppages at the Clty, including at the E|ectr|c System

Retfrement Benefits. Retirement benef ts to City. emptoyees |nclud|ng those aSS|gned
to the Electric System, are provided through the™ City's participation ‘in the Public- Employees
Retirement System ("CALPERS") of California. As of June 30, 2007, the City had an unfunded
pension liability of approximately $71.2 million (indicating the prior year's unfunded amount)
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including approximately $48.5 million in the miscellaneous category, of which approximately
16.5% was allocable to the Electric System. The City estimates that the unfunded pensmn
liability was approximately $73 mllllon as of March 1, 2008.

Other Post Employment Benefits. The City also provides post-retirement health care
benefits ("OPEB Benefits”) to its employees through CALPERS, including those assigned to the
Electric System. Currently, 367 retirees receive OPEB benefits from the City ranging from $273
to $1,186 per month. The cost to the City in the year ended June 30, 2007 was $2,512,642.. A
portion of this cost was allocable to the Electric System.

The Governmental Accounting Standards Board has published Statement No. 45 which
requires the City to account for OPEB Benefits in the fiscal year beginning after December 15,
2008. Statement No. 45 requires that the accrual basis measurement and recognition of the
cost of postretirement healthcare benefits take place over a period that approximates the
employee’s years of service. Statement No. 45 also requires the periodic reporting of
information about actuarial accrued liabilities associated with these benefits and whether and to
what extent progress is being made in funding the plan. Funding the plan is not a requirement of
Statement 45; however, the City established a fund in 2002 to set aside monies for the long-
term liability for OPEB Benefits and has been transferring 3% of the total cost of salaries to the
fund since that time. This amounted to $2.8 million in Fiscal Year 2008. At the end of Fiscal
Year 2008, the City expects to have $28.7 million-in the Post Retirement Health/Insurance Fund
(the “OPEB Fund”) to pay for the post-retirement liabilities.

In anticipation of, and in accordance with, Statement No. 45, the City has engaged
Bartle Associates to conduct an actuarial study to determine the City's liability with respect to
OPEB Benefits. The actuarial study is expected to be complete for inclusion in the City’s
audited financial statements for Fiscal Year 2007-08. Based on pervious estimates, the
unfunded actuarial accrued liability without a trust will be around $140 million, a portion of which
will be allocable to the-Electric- System. .Staff is currently working on strategies to address post-
retirement- health costs on a long-term basis, mcludmg funding the OPEB Fund described
above. - . i’ :

Serwce Area Customer Base and Demand B -

Serwce Area The Electrlc System serves an area of apprommately 36 square miles,
coterminous with the City's borders. During Fiscal Year 2006-07, it served 49,742 customers,
as further described in Table 1 below. See “APPENDIX A — GENERAL INFORMATION ABOUT
THE CITY OF ROSEVILLE” for background and demographic information about the City.

Customer Base ‘Between Flscal .Years '2002-03 and 2006- 07 the Electric System’s
customer base increased by an average of 4.8% per year.. During the same time, population
growth increased about 4% each year but slowed to 2% as of January 1, 2008. Residential
growth is slowing, but the commercial sectors remain strong. The City has added over 7,000
new residential units over the past five years. Major health care facilities {Kaiser-Permanente
and Sutter/Roseville) andzother busmesses have expanded their facilities and operations in-the
communlty’\f AR T TR

- B . __:. [ - -

Pro;ected Growth in Customer Base By the end of Fiscal Year 2007 08 electrlc:lty
use in'the City’is ‘expected to increase by approxmately 2% compared to Fiscal Year 2006-07
levels. .See "THE ELECTRIC SYSTEM Sources of Power Supply - Future Power Supply
Resources : ’ g
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Over the next five years growth is expected to continue. Retail, commercial, medical
facilities and hotels are planned or are under construction, including The Fountains Lifestyle
Center, the South Placer Justice Center, and an expansion of The Galleria at Roseville regional
mall. Residential development also is expected, with approximately 4,800 new residences
anticipated over the next five years. The City is currently reviewing proposed annexation
projects, including Sierra Vista, Creekview and Placer Ranch. Sierra Vista is 2,100 acres with
over 10,000 proposed residential units. Creekview is 570 acres with over 2,500 proposed
residential units. Placer Ranch is 2,200 acres and includes a 300 acre umversﬂy and about.
5,000 proposed residential units. :

The City anticipates that the effect of the annexation and expected growth of the
revenues of the Electric System will be offset by increases in operating expenses in order to
meet the increased electricity demand.

-Historical Customers Sales and Peak Demand. The average number of customers,
electricity sales measured in kilowatt-hours ("kWh") and in revenues, and peak demand during
the past five fiscal years, are listed below.

Table 1

Customers, Sales and Peak Demand
Fiscal Years Ended June 30 "

2003 2004 % Chg 2005 % Chg 2006 % Chg 2007 % Chg_
# of Customers :
Residential 38,054 40,312 5.93 41,883 3.90 43,001 2,67 43,793 1.84
Commercial 4,720 5101 8.07 5410 6.08 5523 2.08 5,950 7.73
Total 42,774 45412 6.17 47,294 414 48,524 2.60 49,742 2.51
kWh Deliveries
Residential 335,789,626 381,799,100 13.70 392,815,270 289 424904616 8.17 435,922,068 2.58
Commercial 686,404 562 717,219,609 449 733,576,815 2.28 767 580,974 4.63 797,143,850 385
Total 1,022,194,188 1,009,018,709 7.52 1,126,382,085 2.49 1,192.485590 587 1,233,065,918 3.40
Revenues
Residential $259,062,613 $34,565,885 18.94 $36,306,339 504  $40,896,486 12.64 $44,302,447 8.32
Commercial 45,331,010 53,053,597 7.55 55577366 4.76 60.291.463 4.48 65,565,709 8.73
Total $78,393,622 $87,619,483  11.77 $91,883,705 487 $101,187,949 10.13  $109,868,156 8.56
Peak Demand
(kW) 274,650 254,600 7.26 282,090 {4.25) 319,260 13.18 342,970 7.43

(1) Numbers may not total due to rounding. Revenues listed are as billed. For booked revenues, see Table 8.
Source: Cily of Roseville.
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Ten Largest Customers. The ten largest customers of the City's Electric System as of
June 30, 2007, are shown in Table 2 below.

Table 2
Ten Largest Customers
As of June 30, 2007

' % of - % of -

Customer Type of Business Total kWh Revenues
NEC Electronics Manufacturing 11.55 8.71
Hewlett-Packard Office/Manufacturing 491 ° 3.94
City of Roseville Government and Utilities 2.84 2.60
Kaiser Hospital Medical Care 1.85 1.58
Sutter Roseville Medical Center  Medical Care 1.44 1.22
- Cassie Hill Center Data Processing 1.24 1.00
Roseville Telephone Co. Telecommunications 1.13 0.97
Hines Property Management 1.07 1.09
Wal-mart Retail 0.99 0.86
Safeway, Inc. Grocery 0.86 0.84

TOTAL S . ) : 27.89 22.81

Source: City of Roseville.
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Sources of Power Supply - - . : A C s

General. Prior to the operation of the Roseville Energy Park, the City acquired power
supply from:3 major sources: a long-term contract with Western; entitlements to a percentage
of the capacity and energy of certain NCPA generation projects; and -the open market for
electricity. Table 3 below provides a summary of the City's sources of power.supply for the
fiscal year ended June 30, 2007, which are further described in detail below. These sources of
power supply will change significantly for Fiscal Year 2007-08 and beyond as a result of the
Roseville Energy Park becoming operational. See “Future Power Supply Sources” below.

Table 3
Sources of Power Supply
Fiscal Year Ended June 30, 2007 -

Capacity Actual

Available Power % of

Source (MW) {GWh)* Total

Western ' 64 . 1861 13%

NCPA

Geothermal Project . ' 9 77 6
Hydroelectric Project 29 35 3
Combustion Turbine Project No. 1 16 1 0
Steam Injected Gas Turbine Generator Project 20 25 2
Seattle City Light “ 20 S 32 2
Open Market Purchases 201 944 74

TOTAL 359 1,275 100%

{1) Entitlements, firm allocations and contract amounts.

{2) This is a seasonal exchange agreement where the City receives more capacity and Seattle receives
more energy on an annual basis. ’

{3) Net firm and non-firm energy purchases on the open market.

* One gigawatt-hour {GWh) equals one million kilowatt-hours (*kWh"}.

Source: City of Roseville.

In the fiscal year ended June 30, 2007, the City's average cost of power delivered to its
Roseville electric system was 5.8 cents per kWh.

Western Area Power Administration.

The City has a long-term contract with Western that provides the City with up to 67 MW
of the output of the Central Valley Project generation net of project use, first preference
allocations and control area obligations. The contract provides varying amounts of capacity and
energy depending on hydrology and water storage conditions. The term of the agreement
extends through December 31, 2024.

NCPA Geothermal Project.

Description. NCPA developed a geothermal project {the "NCPA Geothermal Project”)
located on federal land in certain areas of Sonoma and Lake Counties, California. In addition to
the geothermal leasehold, wells, gathering system and related facilities, the NCPA Geothermal
Project consists of two electric generating stations (Geothermal Plant 1 and Geothermal Plant
2}, each with two 55 MW (nameplate rating) turbine generating units utilizing low pressure, low
temperature geothermal steam, associated electrical, mechanical and control facilities, a heat
dissipation system, a steam gathering system, a transmission tapline and other related facilities.
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Geothermal steam for the NCPA Geothermal Project is derived from geothermal property, which
includes weIIpads access roads steam welis and relnjectlon weIIs

Ownershrp and Management NCPA formed two not—for—prot' it corporations controlled by
its members to-own the generating plants-of the NCPA .Geothermal ‘Project. - NCPA manages
the NCPA Geothermal Project for the corporations-and is entltled to all the capaC|ty and energy
generated by the NCPA Geothermal PI’OjeCt P A . .

Financing. NCPA f" nanced the NCPA Geotherma! Prolect wrth NCPA Geothermal
Project Number 3 Revenue Bonds, of which $76.91 million were outstanding as of June 30,
2007 (which represents total debt not including approximately $25 million in debt that has been
economically defeased). The annual debt service on these_bonds ranges from $3.0 million to
$56.4 million, with a final maturity of July 1, 2010. The.City's share of debt service is
approximately $2.4 million per year.

City's Entitlement. The City has purchased from NCPA, pursuant to power sales
contracts, a 7.88% entitlement share in the NCPA Geothermal Project and is obligated to pay a
like percentage of all of the debt service and operating costs of the NCPA Geothermal Project.
These obligations constitute operating expenses of the Eiectric System payable on a basis
senior to payments under the Installment Purchase Contract. See “ELECTRIC SYSTEM
FINANCIAL INFORMATION — Qutstanding Indebtedness — Senior Indebtedness "

QOperation. Due to a decline in the steam field production, the NCPA Geothermal Project
is currently being operated at an. average of 126 MW rather than the base load of 238 MW.
NCPA has implemented a number of strategies-to reduce the rate of decline in steam field
productions, such as lowering steam turbine operating pressures to improve mass flow, and
augmenting mass flow by managing the anjectlon of plant condensate and supplemental water.
These changes have been effective in reducing the decline in steam productlon

Due to current operating protocols and forecasted operatlons; NCPA expects average
annual generation and peak capacity to decrease, reaching approximately 113 MW by the year
2010, and remalnlng in excess of 72 MW through 2030, the end of the study penod

NCPA is contemplating issuing debt to fund capital |mprovements to the NCPA
Geothermal Project. The improvements may include a 1 MW photovoltaic system to augment
power for the pumping station and an additional low pressure rotor. If approved;-Roseville will
participate in the improvements, however partrcmatlon Ievels costs and the scope of the
|mprovements are not yet finalized. - _ .

‘-

NCPA Hydroelectnc Project Number One

Descnptron NCPA's Hydroelectric PI’OjeCt Number One (the "NCPA. Hydroelectrlc
Project") consists of (a) three diversion dams, (b) the 252 MW Collierville Powerhouse, (c) the
Spicer Meadow Dam with a 5.5-MW powerhouse, and (d) associated tunnels located essentially
on the North Fork of the Stanislaus River and on the Stanislaus River in Alpine, Tuolumne and
Calaveras Counties, Callfornla together wnth requured transmlssmn facilities.

AOwnershfp and Management. The NCPA Hydroetectnc Prolect (with the except|on of
certain transmission facilities discussed below) is. owned by the Calaveras County Water District
("CCWD") and is licensed to CCWD by FERC under its Ilcense for PI‘OjeCt No. 2409, which has
a term of 50 years and explres in 2032.
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Under a power purchase contract, NCPA (i) is entitied to the electric output of the NCPA
Hydroelectric Project until Fiscal Year 2031-32, (ii) managed the construction of the NCPA
Hydroelectric Project and (iii) operates the generating and recreational facilities of the NCPA
Hydroelectric Project.

Under a separate FERC-issued license for Project No. 11187, with an expiration date
coterminous with- its license for Project No. 2409, NCPA holds the license to and owns two
transmission lines from the NCPA Hydroelectric Project {the 230 kilovolt ("kV"; 1 kilovolt equals
1,000 volts) Collierville-Bellota and 21 kV Spicer Meadow-Cabbage Patch transmission lines).

Financing. NCPA financed the NCPA Hydroelectric Project through the issuance of the
NCPA Hydroelectric Project Number One Revenue Bonds, of which approximately $483 million
were ¢utstanding as of June 30, 2007.

The City's nominal share of debt service is 12%, but the actual percentage share paid by
the City is 9.9% due to certain economic defeasance portfolios established in 1998, under which
a portion of the City's share of debt service was prepaid.. These obligations constitute operating
expenses of the Electric System payable on a basis senior to payments under the Installment
Purchase Contract. The City’s share of annual debt service (net of these economic defeasance
portfolios) continues to the year 2032 and ranges from $2.4 million to $4.3 million. See
“ELECTRIC SYSTEM FINANCIAL INFORMATION - Outstanding Indebtedness - Senior
Indebtedness.”

City’s Entitlement. The City has a 12% entltlement share of the generating output of the
NCPA Hydroelectric Project.

Operation. The operation of the NCPA Hydroelectric Project is determined by
consideration of its storage capacity and available stream flows. The NCPA Hydroelectric
Project's average production is estimated to be 550 GWh annually, based on the 108-year
record (1895 to 2003} of stream flows on the two rivers supplying water to the project. Using
the driest period on record (1976- 1977) the NCPA Hydroelectric Project is estimated to produce
180 GWh annually. .

NCPA Combustion Turbine Project Number One.

Description. NCPA has developed its Combustion Turbine Project Number One (the
"NCPA Combustion Turbine Project") consisting of five combustion turbine units, each nominally
rated 25 MW. Two of the units are located in the City, two are in the City of Alameda and one is
in the City of Lodi.

Financing. NCPA financed the NCPA Combustion Turbine Project through the issuance
of the NCPA Combustion Turbine Project Number One Revenue Bonds, of which $15.125
million was outstanding as of June 30, 2007. The debt service on these bonds is approximately
$4.3 million annually with a final maturity of August 15, 2010. The City's share in the debt
service on these bonds is 13.58%, and constitutes an operating expense of the Electric System
payable on a basis senior to payments under the Installment Purchase Contract. The City's
share of annual debt service is approximately $600,000 per year. See “ELECTRIC SYSTEM
FINANCIAL INFORMATION - Outstanding Indebtedness — Senior Indebtedness.”

City’s Entittement. Under a power sale contract, the City has purchased from NCPA a
13.58% entitlement share in the NCPA Combustion Turbine Project. As is typical of reserve
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and peaking resources, the average cost per kWh of power delivered to partumpants in the
NCPA Combustion Turbine Project is comparatively expenswe .

Operatron The NCPA Combustion Turbme Project prowdes capacity (|) that is
economically dispatched during the peak load period to the extent permltted by air quality
restrictions and (i) that is used to meet capacity reserve requirements (which is operated only
during emergency periods when other resources are unexpectedly out of serwce) N

NCPA Steam Injected.Gas Turbme Generator Project, Unit One. ‘

Description. In 1992, NCPA undertook its multiple capital facilities project consisting of
one Steam Injected Gas Turbme (a "STIG"), Unit One, with a design rating of 49.9 MW located
in Lodi, and owned and operated by NCPA.

- For Fiscal Year 2008-07, the STIG Unit One’s electricity generatlon was 11, 4 GWh

Fmancrng NCPA financed the NCPA Steam Injected Gas Turbine Generator Pro;ect
through the issuance of $152.3 million of Multiple Capital Facilities Revenue Bonds, all of which
have since been refunded or defeased with a subsequent issue of refunding bonds;
approximately $65 million of which was outstanding as of June 30, 2007: The annual debt
service on these refunding Bonds ranges from $485,000 to $5.9 million, with a final maturity in
2026. The City's share in the debt service on these bonds is 36.55%, and constitutes an
operating expense of the Electric System payable on a basis senior to payments under the
Installment Purchase Contract. The City's share of annual debt service is approximately $2.0
million per year. See "ELECTRIC SYSTEM FINANCIAL INFORMATION - Outstanding
Indebtedness - Senior Indebtedness

Crtys Entitlement. The capacuty and energy of STIG Unit One is purchased through a
contractual arrangement among the City, Alameda, Lompoc and Lodi, under which the City has
purchased from NCPA a 36.55% entittement share in the NCPA Multiple Capital Facilities
Project. NCPA has entered into arrangements on behalf of the NCPA Multiple Capital Facilities
Project Participants to provide for a gas supply for Unit One.

Seattle City Light Power Capacity and Energy Exchange Agreement. NCPA, on
behalf of Healdsburg, Palo Alto, Ukiah, Lodi and the City, has negotiated a seasonal exchange
agreement with Seattle City Light for 60 MW of summer capacity and energy and a return of 46
MW of capacity and energy in the winter. Deliveries under the agreement began June 1, 1995
and will terminate no earlier than May 31, 2014.. The City has a 33.33% share of the benefts
and burdens of the seasonal exchange agreement. :

Open Market Term Purchase and Sale Agreements. The City enters into various
fixed-price purchase or sale contracts on the open market at various times to-meet its power
supply requirements and hedge its portfolio costs consistent with its risk management policies.
Electricity-is generally sold or acquired in 25 MW increments on a seasonal or annual basis.
The City currently has one multi-year power purchase contract for .25 MW net of on-peak
energy. with Morgan Stanley Capital Group, Inc. that expires on December 31, 2010

The City has also entered into several short-term purchases for varymg terms from a
number of power suppllers The short term purchase terms range from 1 to 3 months.

The Clty purchases physrca! natural gas at market index prices then ﬁnanmally fixes
these prices using fixed-for-floating swap agreements. Approximately 16 milion MMBTU of

42



natural gas delivery -between 2008 and 2011 has had its price fixed in this manner. These
financial swaps are divided between BP Corporation, Constellation Energy Commodities, J Aron
and Company, and JP Morgan Energy Ventures. No counterparty has more than a one third
share in this total natural gas hedge.

Future Power Supply Resources. The City recently completed construction of the
Roseville Energy Park, which became operational in fall of 2007. The Roseville Energy Park
consists of a nominal 120 megawatt (MW) natural gas-fired generation facility located on 12
acres of a larger City-owned parcel adjacent to and north of the Fleasant Grove Wastewater
Treatment Plant. The plant includes the ability to peak-fire up to 160 MW nominal during
warranted conditions through the use of duct burners in the heat recovery steam generators.
The project includes two Siemens combustion turbine-generators (“CTGs"), two Vogt heat
recovery steam generators ("HRSGs"), a single condensing steam turbine generator ("STG"), a
de-aerating surface condenser; a four-cell mechanical draft cooling tower, and associated
support equipment.

PG&E owns and maintains the natural gas supply pipeline that serves the Roseville
Energy Park. The City will contract with natural gas suppliers to supply natural gas to the
Roseville Energy Park via the interstate pipeline network and the PG&E intrastate pipeline
network. In January 2007 the Roseville Natural Gas Financing Authority entered into a 20-year
pre-paid natural gas supply contract with Merrili Lynch Commodities Inc (“MLCI"). The natural
gas purchased from MLCI is in turn sold to the City for use in the Roseville Energy Park. The
natural gas the City is obligated to purchase under the prepaid gas supply agreement is
expected to provide approximately 40% of the City’s expected gas requirements for the
Roseville Energy Park.

The City of Roseville subsequently acquired 34 MW of the NCPA Combustion Turbine
Project from the City of Lodi, and swapped ownership positions with the other joint owners such
that Roseville acquired full entittements to the NCPA Combustion Turbine Project units located
in the City of Roseville. The City of Roseville pays operations and maintenance costs and debt
service on the acquisition. NCPA continues to operate the units on Roseville’s behalf.

In addition to the above supply resources, the City expects that it will obtain additional
resources from market purchases or investment in generation facilities, either independently,
through NCPA or other agencies. In accordance with recent legislation, the City expects that
future energy purchases will increasingly be made from renewable energy sources.  See *-
Energy Efficiency and Conservation” below.
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Table 4 below sets forth the Clty s projected energy requwements and resources for the
next 10 fiscal years.

Table 4
Projected Energy Requirements and Resources
Fiscal Years 2007-08 through 2016 2017 - -
- (GWh)

- 2008 2009 2010 ‘2011 2012 2013 _ 2014 2015 __ 2016 2017
City-Owned Generation ) ’

-

Roseville Energy Park ~ ~ 462 703 720 738 767 776 719 721 734 . 714
Joint Powers Facilities: - ; L

Geothermal Project et 7% - 737 70 " 68 66- " 64 62 60 59 57

Hydroelectric Project : 60 65 = 67 e7- - 67 T @85 66 66 . 66 . 66

Combustion Turbine Project No. 1 0 0 0 0 0 0 0 -0 . 0 0

STIG Generator Project 43 38 37 39 40 43 38 35 38 36

a' ’ ’ . . coEd e . 7 -t
Subtotal: - . BfH 879 or 894 " 91N 941 950 885 883 897 . 873

LongTTérrn Purchases and

Exchanges . ) o . ) . )
Western . S ~ 117 138 155 f85. 155 155 156 155 155 155
Net Long Term Purchase$ , 651 ‘_ 219 123 | €2 - - SRR N -
Other Contracts .13 19 19 - 19 19 6. - - T

Subtotal: 781 375 297 236 174 162 155 155 155 155

Net Short-Term Market Purchases ' . . - . o ] ' . _ .
{Sales) . . . . , (82) 164 293 399 492 .5541 . 659 704 741 804

Total Energy Resources, 1,340, 1418 1484 1,546 1,607 1653 1699 1742 1793 . 1833
Total Energy Requirements 1,340 1,418 1484 1546 1607 1653 1699 1,742 1793 1,833
Source: Cfty of Rosewﬂe T o
Note: Subtotals and totals may not add due to roundmg . " B . .
Power Supply Rlsk Management R TUE VR ) .

: . FENS SO § . | B

The Electric System has in place a rigorous risk management program to ensure that
customers will, to the best extent possible, be insulated from the volatility of supply prices. The
Electric System established a Risk Oversight Committee (ROC), risk management policies and
procedures. The ROC meets quarterly to review energy trading activities and to ensure their
adherence to the risk management policies.

All energy purchases are made to supplement existing resources to meet forecasted
load requirements. Generally, the City purchases or sells energy that is deficit or surplus to its
retail customer needs independently within a 12-month horizon and by using the scheduling and
load following services of ACES Power Marketing within a 30-day horizon. The City's risk
management policies include short-term and long-term measures.

In general, short-term measures limit market price exposure for the fiscal budget year to

5 percent or less of the City's budgeted purchased power cost and limit portfolio open volume to
no more than +/- 10 percent of forecast load.
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- The City’s long-term risk management strategy encourages a balanced “layered” energy
portfolio. The Energy Hedge Policy provides a ceiling and floor for the required hedged energy
(electricity and natural gas) to meet expected loads as follows:

Rolling Minimum Hedged Maximum Hedged
Year Supply Supply
1 90% 110%
2 80% 105%
3 70% 95%
4 55% 30%
5 40% 65%

The policy requires that the City purchase forward electric contracts andfor forward gas
contracts to fulfill its long-term hedged supply requirement. In the event of decreases in
expected sales levels, the policy may require that the City sell forward electrlc gas andlor
electric contracts. Allowed instruments in the hedging program include:

Electric forward sales or purchases with authorized counterparties

Electric tolling arrangements with qualified counterparties

Bi-lateral Gas contracts with qualified counterparties

Gas futures, Floors and Caps through the NYMEX or other approved market
Prepaid Gas Supply

The City’'s natural gas procurement strategy primarily involves purchasing natural gas for
Roseville Energy Park’s operation at a monthly index price. The City will manage daily dispatch
variation through the purchase or sale of natural gas at the daily index price. The City expects
to hedge its monthly index purchases with financial contracts in accordance with its Energy
Hedge Policy described above. In addition, the Roseville Natural Gas Financing Authority
entered into a 20-year pre-paid natural gas supply contract in January 2007. See “Sources of
Power Supply — Future Power Supply Resources” above.

Regional Transmission Facilities

. ISO Controlled Grid. NCPA Project generation and most market purchases are
delivered over the 1ISO Controlled Grid to the electric system of Western, to which the City is
physically interconnected. Western energy purchases are delivered to Roseville solely over
Western transmission facilities,

NCPA Geysers Transmission Project.

Ownership and Description. In order to meet certain obligations required of NCPA to
secure transmission and other support services for the NCPA Geothermal Project, NCPA and
its transmission project participants (including the City) undertook the “Geysers Transmission
Project,” which includes (a) an ownership interest in PG&E's 230 kV line from Castle Rock
Junction in Sonoma County to the Lakeville Substation, (b) additional firm transmission rights in
this line, and (c) a central dispatch facility (see “— Dispatch and Scheduling” below).

Financing. NCPA financed the Geysers Transmission Project through the issuance of
Transmission Project Number One Revenue Bonds, which were outstanding in the principal
amount of approximately $3.3 million as of June 30, 2007. The City's share of debt service is
approximately $60,000 per year.
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. - City's Entitlement. The City is entitled to a 14.18% share of the Geysers -Transmission
Project transfer capability, and is responsible for 14.18% of debt service'on the Transmission
Project Number One Revenue Bonds, which constitute operating expenses of the Electric
System payable on a basis senior to payments under the Installment Purchase Contract. See
‘ELECTRIC SYSTEM FINANCIAL INFORMATION - Outstandmg Indebtedness — Senior
Indebtedness.”

TANC California-Oregon Transmission Project.

Ownership and Description. Fourteen Northern California cities and districts and one
rural electric cooperative, including the City, are members or associate members of a California
joint powers agency known as the Transmission Agency of Northern California ("TANC,").

.. TANC, together with the City of Vernon California ("Vernon") Western, three California
districts and authorities and PG&E (collectlvely, the "COTP Participants") own the California-
Oregon Transmission Project ("COTP"), & 339-mile long, 1,600 MW, 500 kV transmission power
project between Southern Oregon and Central California. The COTP was placed in service on
March 24, 1993, at a cost of approximately $430 million, and’ was ﬁnanced through a
combination of bonds and nétes |ssued by TANC. :

City’s Entitlement. Under Project’ Agreement No. 3 for the COTP (the "TANC
Agreement”), the City is entitled to 2.313% of TANC's share of COTP transfer capability
(approximately 29.35 MW). In return, the City has severally agreed to pay, on an unconditional
take or pay basis, 2.295% of the construction costs of the COTP, including debt service, and
2.313% of TANC's COTP operating and maintenance expenses. TANC is currently considering
various financing pians to address negative impacts its debt portfolio has been experiencing
due to recent market volatility surrounding variable rate and auction rate obligations. The City's
share of annual debt service continues to the year 2024 and is approximately $700,000 per
year. These obligations constitute operating expenses of the Electric System payable on a
basis senior to payments under the Installment Purchase Contract. Seée “ELECTRIC SYSTEM
FINANCIAL INFORMATION - Qutstanding Indebtedness — Senior Indebtedness "

City Use of COTP. The City uses its rights in the COTP to make economic power
purchases for the Electrlc System and to deliver lts share; of the Seattle City Light contract
energy.

¢ N . ~

Tesla-Midway Transmission Service. The southern physical terminus of the COTP is
near PG&E's Tesla Substation in the San Francisco Bay Area. The COTP is connected to
Western's Tracy and Olinda Substations. TANC has arranged for PG&E to provide TANC and
its members with 300 MW of firm bi-directional transmission capacity in its transmission system
between its Tesla Substation:and the Midway Substation (the "Tesla- Mldway Serwce") under an
agreement known as the South of Tesla PrlnC|pIes -

The Clty s share of this’ Tesla -Midway' Transmlssmn Service is 5 MW The Clty utlllzes

its allocation of Tesla-Midway Transmission Sennc.e for firm and non-ﬁrm power transacttons
when available-and economic to do so.
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City Distribution System ' S R R

The City owns and operates the electrical distribution system serving retail customers
within the City's boundaries. - The distribution system is connected to the Western transmission
system at the two-connection points, the 230-kV Berry Street Receiving Station and the 230-kV
Fiddyment Station. The distribution system consists-of over 137 miles of overhead lines, over
597 miles of underground lines and 16 substations. The City performs contmued maintenance
on-its dlstrlbutlon system to.sustain service reliability.

~Dispatch and Scheduling

Beginning July 1, 2006, the City contracted with ACES Power Marketing (AFM) to
provide scheduling services and discontinued its participation in the NCPA Power Pool. NCPA

- _continues to dispatch the NCPA power plants to meet the schedules of energy delivery

prepared and submitted by APM on the City's behalf. NCPA provides dispatch serwce from its
dispatch control center located at its headquarters in the City.

Energy Efficiency and Conservation

AB 1890, the California electric utility deregulation law, required the establishment of
public benefit programs -for investor owned and public power utilities through 2001. On
September 30, 2000, the governor signed into law SB 1194 and AB 995, which extended the
requirement to support public benefit electricity programs through January 1, 2012. The City
funds these programs at 5% of gross revenues {approximately $6 million per year based on
Fiscal Year 2006-07 gross retail revenues).

Roseville Electric has developed a full portfolio of public benefits programs since 2001,
addressing the four areas of concentration required by state law. low income assistance
programs, renewable energy production, advanced electric technology demonstration and
research and development, as well as energy efficiency programs. Residential and commercial
energy efficiency offerings focus on summer period consumption reduction and include
programs for both existing facilities and new construction.

In 2007 Roseville Electric implemented its BEST (Blueprint for Energy Efficiency and
Solar Technology) Homes Program. The goal for the BEST Homes program is to ensure that
10-20 percent of all new homes built in Roseville utilize design criteria that substantially reduce
the home's electricity bill. A typical BEST Home should create 40% less demand on the electric
grid than the average single family home during the summer peak period. The BEST Homes
program offers generous financial incentives to builders who integrate energy efficiency and
solar generation technology into new home construction.

Additionally, in 2007, Roseville Electric began implementing a new residential load
management program to reduce Roseville Electric's peak system load during the summer
months of June, July, August, and September. The Load Control Program is a voluntary
program for City of Roseville residents. Load control devices are installed on the customer's air
conditioner or a programmable communicating thermostat is installed inside the customer's
home. These devices allow Roseville Electric to send a signal to the device that will cycle the air
conditioner off for short periods of time during system peak emergencies.

Under California Assembly Bill 2021, Roseville Electric is required to develop ten year
plans for energy efficiency goals (in 2007) and report on these goals to the CEC with updates
every three years. The CEC has the obligation to develop energy efficiency goals for the entire
state, after consultation with utilities and others. Roseville Electric is participating in the state
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effort and has developed an energy efficiency plan, approved by City Council, with the goal of
reducing customers’ energy consumption.

Callfornla Senate Bill 1037 5|gned |nto Iaw in September 2005 establlshed several
important policies regarding energy efficiency. Among the many provisions of the law is a
statewide commitment to cost-effective- and feasible energy efficiency, with the expectation that
all utilities consider energy efficiency before investing in any other resources to-meet growing
demand. Roseville Electric is required to report annually to its customers. and to the State
Energy Resources Conservation and Development Commission, its investment in energy
efficiency and demand reduction programs. Roseville continues its commitment to energy
efficiency and is in compliance with these requirements.

For a more detailed discussion of recent California legislation relating to the electric
energy market, see “DEVELOPMENTS IN THE ENERGY MARKETS - State Legislation” below.

Insurance

The Electric System's insurance needs are handled by the Risk Management Division of
the City's Human Resources Department. The City, including the Electric System, is self-
insured for up to $500,000 for all insurance needs including casualty and liability and up to -
$250,000 for workers' compensation. The City has also joined -with a group of other
municipalities to participate in two joint powers authorities, the California Joint Powers Risk
Management Authority, that provides excess coverage up to $40,000,000 for casualty and
liability, and the Local Agency Workers' Compensation Excess Joint Powers Authority, for
excess coverage up to $50,000,000 for workers' compensation.

Upon taking over operational control of the Roseville Energy Park from the general
contractor, the City has continuously had a distinct "All Risk” property insurance policy in effect.
Policy coverage includes Boiler and Machinery, Certified and Non-Certified Terrorism,
Earthquake and Flood. The policy limit is $200,000,000 per occurrence with a variety of sub
limits; the deductible for this policy is $250,000 generally, with a 60-day deductible for business
interruption.
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CAPITAL PLAN
Projected Capltal Improvement Plan

The "City's currently anticipated capital improvement plan for the Electric System
encompasses both improvements to the City’'s electricity distribution system and the final
construction phases of the Roseville Energy Park. As shown in the Capital Plan below, the City
is forecasting electric system capital spendlng of approxumately $122 mllllon over the next five
years.

Table §
Capital Improvement Plan Summary
Fiscal Year :
Ending June 30 Capital Improvement Projects

2007-08 $39,796,051
2008-09 16,812,000
2009-10 - 20,099,000 -
2010-11 25,957,000
2011-12 19,393,000
Total $122,057,051 -

The City is funding a portion of the capital improvement program with proceeds of its
2004 Certificates and 2005 Certificates. As of June 30, 2007, there were approximately
$15,300,000 of unexpended construction proceeds available for such purpose. The remaining
capital expenditures are expected to be financed with revenues collected from rates and
development fees.

RATE SETTING -
Electric Rates

Rate-Setting Procedure. Under the City Charter and State law, the City has the
exclusive jurisdiction to set electric rates within its service area by ordinance, which requires a
majority vote of the City Council. These rates are not currently subject to review by the
California Public Utilities Commission or any other state or federal agency. See ‘RATE
REGULATION" below .

The City Council reviews Electrlc System rates penodlcally and makes adjustments as
necessary.

The City Council is also authorized by the City Charter to set charges, pay for and
supply all electric power to be furnished to customers according to such schedules, tariffs, rules
and regulations as are adopted by the City Council. The City Charter provides that the City
Council will have the power to charge equitable rates for the electric services furnished and for
building up the electric properties so as to conserve their- value and increase their capacity as
needed by the City.

In addition, the City Charter provides for the maintenance of the Electric Fund for the

Electric System into which is deposited receipts from the operations of the Electric System and
from which are payable the costs and expenses of the Electric System.
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Service Charges and Demand Charge as of February 2008. The City’s monthly
residential electric rates currently include an $8.00 basic service charge; $4.00 climate change
mitigation charge, plus $0.0841 per kWh consumed up to 500 kWh, $0.1197 per kWh
consumed from 501-1000 kWh, and $0. 1367 per kWh for consumptlon in excess of 1000 kWh

For small and medlum busrness customers, the monthly basrc service. charge ranges
from $6.50 to $36.00, the monthly climate change mitigation charge varies from $4.00 to
$25.00, plus $0.0913 to $0.0983 per kWh consumed. Medium business customers are also
subject to a demand charge of $3.41/KW-month.

For large business customers, the monthly basic service charge is $150.00, the monthly
climate change mitigation charge is $25.00; and depending on the season, day and hour, time
of use energy charges vary from $0.0584 to $0.1158 per kWh. . Large business customers are
also subject to a seasonal demand charge of $2.50/KW-month in winter and $8 62/KW-month in
summer.

Additionally, some large non- resrdentlal customers are eI|g|ble for a 2.0% rate discount
when energy is delivered at primary service. Coer

Recent History of Electnc ‘Rate Adjustments. Over the past five years, the City's
retail electric rates have increased an average of approximately 5% annually. FoIIowmg is the
Clty s recent rate change history:

o February 2008 - two rate rncreases of six percent for all customers, effectwe
February 2008 and February 2009 combined with a monthly climate change
mitigation charge of $4.00 for residential and small commercial, and $25.00 for
medium and large commercial users, effective February 2008.

. July 2007 —rate increase of six percent for all customers.
. July 2006 —rate increase of five percent for all customers.
.» - April 2005 —rate increase of five percent for all customers.. ,
Cunt ,‘; January 2004 .- revenue neutral rate changes tiered | rates: for. re3|dent|al‘

customers and customer rate class consolldatron for, commermal customers

Additionally, on May 8, 1996, the City adopted Resolution No. 96- 148 ‘which prowdes
for, among.other policies, the establishment of a rate stabilization fund, in order to remain
competitive under industry-wide restructuring of the electric industry. Such policies also provide
for the recovery of capital costs of the Clty s electric generating assets.

I

RateCompanson . - :1 : .

. The Clty s current retall electrlc rates.are among the lowest in California and over 40%
lower- than other retail electric rates belng charged in the Sacramento region.  Table 6 below
sets forth a comparison between average electric rates paid by City customers and' PG&E
customers.

L]
-
-

50



Tablé 6
Electric Rate Comparison with PG&E

{cents/kWh)
: ' Roseville Electric PG&E %
. ~ Customer Type Rates " Rates ¥ Difference
- ‘Residential - 11.05 : 14.90 35%
"+ Small Commercial 10.03 T 16.12 61

Medium Commercial - 996 . 13.84 39
Large Commercial/Industrial 7.58 10.84 .43

System Average . 9.67 : 13.72 42%

(1) Based on Fiscal Year 2007-08 midyear budget and retail sales forecast dated November 2007, wh:ch
) includes the City's February 1, 2008 rate adjustment.
(2} Based on average PG&E's approved rates, published January 1, 2008 and per Table 3 of the Advice
" Letter 3115-E-A dated February 7, 2008.
Source: .City of Roseville.

Electricity Rate Regulatioh

No Current Direct Regulation. The authority of the City to impose and ‘collect rates
and charges for electric power and energy sold. and delivered is not currently subject to the
regulatory jurisdiction of the California Public Utilities Commission, and presently neither the
California Public Utilities Commission nor any other regulatory authority of the State of California
nor FERC limits or restricts such rates and charges. See also "RATE REGULATION.”

California Energy Commission. The California Energy Commission is authorized to
evaluate rate policies for electric energy as related to goals of the Energy Resources
Conservation and Development Act and make recommendations to the Governor, the
Leglslature and publlcly owned electric utilities. : ,
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ELECTRIC SYSTEM FINANCIAL INFORMATION
Significant Accounting Policies

~ Governmental accounting systems are organized and operated on a fund basis. A fund
is defined as an independent fiscal and accounting entity with a self-balancing set of accounts
recording cash and other financial resources, together with all related liabilities and residual
equities or balances, and changes therein. Funds are segregated for the purpose of carrying on
specific activities or attaining certain objectives in accordance with specsal regulatlons
restrictions or limitations.

The Electric System is accounted for as an enterprise fund. Enterprise funds are used to
account for operations (i} that are financed and operated in a manner similar to private-business
enterprises (where the intent of the governing body is that the costs (expenses, including
depreciation) of providing goods or services to the general public on a continuing basis be
financed or recovered primarily through user charges) or (ii) where the governing body has
decided that periodic determination of revenues earned, expenses incurred and/or net income is
appropriate for capital maintenance, public policy, management control, accountabthty or other
purposes.

The Electric Fund uses the accrual method of accounting. Revenues are recogmzed
when they are earned and expenses are recognized when they are incurred.’

Investments are stated at cost. Inventories are valued at weighted average method.
~ Capital assets are recorded at historical cost. Donated fixed assets are valued at their estimated
fair market value on the date donated.

Audnted Flnanclal Statements

The City's Annual Financial Report is audited by Maze & Associates, Walnut Creek,
California (the “Auditor”), in accordance with generally accepted auditing standards, and
contains opinions that the financial statements present fairly the financial position of the various
funds maintained by the City. The reports include certain notes to the financial statements
which may not be fully described below. Such notes constitute an integral part of the audited
financial statements.

Copies of these reports for prior Fiscal Years are available on the City's website,
www roseville.ca.us. The websife address is given for reference and convenience only and the
current accuracy of information contained therein cannot be assured; nothing on the website is
a pan‘ of this Official Statement or incorporated into this Official Statement by reference.

The City's Annual Financial Report for Fiscal Year 2006-07 is attached as APPENDIX C
to this OfflClaI Statement.

The City has not requested nor did the City obtain permission from the Auditor fo include
the audited financial statements as an appendix to this Official Statement. Accordingly, the
Auditor has not performed any post-audit review of the financial condition or operations of the
Electric System. [n addition, the Auditor has not reviewed this Official Statement.
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Outstanding Indebtedness
Parity Indebtedness. -
Certificates of Participation. The 2008 Payments are secured on a parity with the 1998

Payments, the 2002 Payments, the 2004 Payments and the 2005A Payments, which are further
described below:

Original Date
and Originaf Outstanding
Execution Principal Prlm:lpal

and Delivery Amount Amount' Debt Service Range Final Maturity
1999 Payments Aug. 18, 1999 $21,630,000 $ 570,000 $597,275 Feb. 1, 2009
2002 Payments Dec. 18, 2002 40,385,000 24,820,000 1,328,726-2,920,521 Feb. 1, 2024
2004 Payments - July 13, 2004 /39,940,000 39,275,000 1,640,225-4,234 500 Feb. 1, 2034
2005A Payments  Junie 30, 2005 52,900,000 52,450,000 760,113-5,5674,613 Feb. 1, 2023
20058 Payments“’ June 30, 2005 90,000,000 90,000,000 3,251,700-8,883,952 Feb. 1, 2035
2005C Payrnents(z) June 30,2005 60,000,000 60,000,000 2,656,535-3,251,116% ~ Feb. 1, 2035

{1) As of May 1, 2008.
(2) Tobe refunded entlrely by the 2008 Certifi cates
{3) Assumes unhedged Vanabte rate debt trades at 2.65% (10-year average of the weekty SIFMA mdex)

SR T,

See “THE 2008 CERTIFICATES — Payment Schedule” for the schedule of comblned
1999 Payments, 2002 Payments, 2004 Payments, 2005A Payments and 2008 Payments

Payment Agreement In connection with the 2002 Certificates (which represent mterest
calculated at a variable rate), the City entered .into the 2002 Payment. Agréement with. Morgan
Stanley Capital Services, which is an interest rate swap agreement-under which the City makes
payments that are calculated by reference to a fixed rate and. receives payments that-are
calculated by reference to a variable rate, all in connection with making the 2002 Payments.
The 2002 Payment Agreement constitutes-a “Parity'Payment Agreement’ under the Installment
Purchase Contract, payments on which are made on a parlty W|th all Payments under the
Installment Purchase Contract. - J L : : i -

Senior Indebtedness. The City participates in cértain joint powers agenmes mcludmg
NCPA and TANC, through which the City owes a share of debt service on debt issued by those
joint powers ‘agencies. See “THE ELECTRIC SYSTEM - Sources “of Power Supply”, and “-
Regional Transmission Facilities.”

Obligations of the City, as well as its other agreements with TANC and NCPA, constitute
operating expenses of.the Electric System payable on a senior basis.to any of the. payments
requrred to be :‘made under the Installment Purchase Contract, mcludmg the 2008 Payments
securing -the 2008 Certificates and the Parlty Obllgatlons See “SECURITY FOR THE 2008
Certlfcates Outstandlng Senlor and Panty Obllgatlons . .

- The agreements W|th NCPA and TANC are on a "take or pay" baS|s WhICh reqmres
payments to. be made . whether .or not prolects are -operable,- or whether output from such
projects is suspended, interrupted or terminated. Certain of these agreements contain "step up"
provisions obligating the City to pay a share of the obligations of a defaulting parttmpant and
granting the City a corresponding increased entitlement to electricity (generally, the City's "step-
up" obligation is limited to 25%. of the City's scheduled payments on such:obligations).

P Lo . . . . B Cl .
g ! ' L T, LT - oo A .
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The City's participation and share of debt service obligation {without giving effect to any
"step up" provisions) for each of the joint powers agency projects in which it participates are
shown in the following table.

Table 7
City Share of
Outstanding Joint Powers Agencies Debt
As of June 30, 2007
(Dollar Amounts in Millions)

Roseviille Roseville
Share of Appx. Annual
Outstandmg Roseville Outstanding Debt Service

Principal ! Participation Principal Range
NCPA :
Geothermal Project @ $76.9 7.9% $6.06 $0.3t0 4.5
Constant at
Geysers Transmission Project @ 33 14.2 0.47 0.06
Hydroelectric Project 483.5 12.0 58.02 27t 47
Combustion Turblne Project No. 1 ® 15.1 13.6 2.05 Constant at 0.6
STIG Unit One © 65.0 "36.6 - 23.72 15t02.2
TANC 7 . 366.2 . 2.3 8.42 Constant at 0.8
TOTAL $945.0 $98.74

(1) Includes fixed-rate debt and variable-rate debt, a portion of which is subject to swap agreements

(2y See “THE ELECTRIC SYSTEM - Sources of Power Supply — NCPA Geothermal Project.” _

(3) See "THE ELECTRIC SYSTEM — Regional Transmission Facilities — NCPA Geysers Transmission Project.”

{4) Although the City's participation share in this debt is 12%, the actual share of debt service is 9.9% due to
certain economic defeasance portfolios previously established with. NCPA. See “THE ELECTRIC SYSTEM
- Sources of Power Supply — NCPA Hydroelectric Project Number One.”

(5) See "THE ELECTRIC SYSTEM — Sources of Power Supp!y NCPA Combustlon Turbine Project Number
Cne."

(6) See "THE ELECTRIC SYSTEM — Sources of Power Supply — NCPA Steam injected Gas Turbine Generator
Project, Unit One.”

(7) - See "THE ELECTRIC SYSTEM - Regional Transmission-Facilites — TANC California-Oregon Transmission
Project.” TANC is considering various fi inancing plans to address negative impacts its debt portfolio has been
experiencing due to recent market volatility surrounding vanable rate and auctlon rate obhgatlons

" Source: City of Roseville,

Rate Stabullzatlon Fund

The City Council adopted a pollcy establlshlng, among -other pOliCIes a Rate
. Stabilization Fund to hedge for energy price volatility. Amounts in the Rate Stabilization Fund
are anticipated to be used 6 pay down energy supply expenses to keep the City's electric rates
stable. Amounts in the Rate Stabilization Fund are not pledged ‘as security for the Bonds, but
interest earnings on the Rate Stabilization Fund are considered Revenues under the Trust
Agreemerit, and funds in-thé Rate Stabilization’ Fund-may be included in Adjusteéd Annual
. Revenues for purposes’ of determining compliance with the ‘Rate’ Covenant. See “SECURITY
FOR THE- CERTlFtCATES Rate Covenant" for a further descnptton of the Rate Stabthzatmn
Fund.' @/ - 3
The Rate Stablllzatlon Fund had a balance of* approxlmately $67.1 million as of June 30,
2007. A five-year history of balances in the Rate Stabilization Fund is included in Table 8. The
City estimates that under current annual revenue estimates, the Rate Stabilization Fund is
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expected to be sufficient to pay for currently anticipated contingencies related to power supply
costs. :

Historic Revenues, Expenses and Debt Service Coverage

Table 8 presents a five-year summary of the revenues, expenses, and debt service
coverage for the City's Electric Fund for Fiscal Years 2002-03 through 2006-07 and a projection
for Fiscal Year 2007-08. This table is based on historic operating results of the Electric System,
but is presented on a cash basis consistent with the definitions of Revenues and Maintenance
and Operation Costs as defined in the Installment Purchase Contract, and as such, does not
match the audited financial statements of the Electric System.

Table 8 also includes a five-year history and current-year projection of balances in the

Rate Stabhilization Fund, and calculates debt service coverage both with and without taking into
account the Rate Stabilization Fund balance.
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Table 8
Electric Fund
Statement of Revenues and Expenses
Fiscal Years 2002-03 through 2006-07 (Audited)
Fiscal Year 2007-08 (Projected)
{Dcllars in Thousands)

2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Revenues ‘
Charges for Services $77.602 $87,719 « $91.884 $101,342  -$111,715 $123,852
Sale of Wholesale Power " - 1,957 6320 . . 6,757 1,085 17,248 20,728
Other . 346 349 308 365 1,301 1,008
Total Revenues ) R 79,905 94,388 08,949 102,772 130,264 145,586
Operating Expenses .
Purchased Power © : 51,962 49 816 67,179 66,659 102,414 110,128
Distribution/Operations ©/ 11,917 11,244 14,946 14,258 14,330 15,640
Administration 2,137 2,504 2,910 2,164 2,462 2,496
Indirect Costs ¥ 2,832 3,948 4,153 4,840 5,006 5,304
Other Administrative Transfers 771 783 891 2.861 2794 3412
Total Operating Expenses 69,619 68,293 90,079 92,582 127,006 - 136,770
Net Revenue 10,286 26,095 8,870 10,190 3,258 8,816
Debt Service
1997 Certificates 448 334 328 313 328 4
1999 Certificates 1,074 560 560 536 527 589
2002 Certificates 910 5,906 5977 6,391 1,141 1,536
2004 Certificates -- - 1,822 1,838 2,161 2,268
2005 Certificates ® - - _ . ~ 7715
2008 Certificates - - - — - 239
Total Debt Service 2432 6,800 8,687 9,078 4157 12,351
Adjusted Net Revenue
Net Revenue 10,286 26,095 8,870 10,190 3,258 8,818
Transfer from Rate Stabilization . ) )
Fund ¥ 2,826 507 4,000 9,000 - 6,833
Transfer from NCPA GOR ® - - - - 9,999 -
Other Expense - - - - (2,723) -
Plus Interest Revenue 1'% 2,502 2,039 1,856 2,279 3,649 2,880
Plus subventions/grants 51 — — - - -
Adjusted Net Revenue 15,665 28,641 14,726 21,469 14,183 18,529
Debt Service Coverage Ratio 6.44 4.21 1.70 2.38 3.41 1.50
Rate Stabilization Fund Cash Balance $47,544 $46,684 $71,404 $64,358 $67,118 $60,255
DSC Ratio including RSF 7 25.99 11.37 9.91 ) 945 19.56 6.38

(1
&)

(3
(4)
C)
"
(8)

9

Represents sale of electricity on the open market. See “THE ELECTRIC SYSTEM - Sources of Power Supply”.

Increase in the cost of purchased power in 2004-05 due to reduced Western allocations and increased costs to replace
the Western resource. Additionally, market priced energy increased approximately 18%. Increase in the cost of
purchased power in 2006-07 resulted primarily from multi-year forward sale ($17 million - see “sale of wholesale power” -
replacement energy was purchased and was partially offset by wholesale revenue), lower than normal hydro conditions
($13 million} and move to Western/SMUD control area {$2 milfion). .
Effective as of 2005-06, Traffic Signal expenses were no langer included in Electric System operating expenses. Traffic
Signal expenses are now funded through administrative transfers, instead of included in Electric System operations.
Represents payments to the City as reimbursement for the Electric System's share of certain overhead expenses such as
payroll, human resources, meter reading, information technology, etc.

Represents payments to the City for corporation yard rent, the Electric System’s share of GIS system costs, and
remodeling expenses. Effective 2005-06, Traffic Signal expenses are funded by administrative transfers (moved from
Electric System Operations).

Computed taking into account swap rate plus basis; excludes capitalized interest for Fiscal Year 2007-08.

For Fiscal Years 2002-03 and 2003-04, Roseville used rate stabilization fund to fund one-time rebates to ratepayers. For
Fiscal Years 2004-05, 2005-06 and 2007-08, transfers were used to offset energy costs, mitigating rate impact.

The City periodicalty deposits funds in the General Operating Reserve (*“GOR"} maintained by NCPA in accordance with
the contractual relationship hetween the City and NCPA, In Fiscal Year 2006-07, the City determined that amounts in the
GOR exceeded its contractual requirement, and transferred $9.999 million from the GOR to the Electric System operating
fund, leaving a balance of $1.5 million in the GOR.

In Fiscal Year 1898-89, capitalization of infrastructure was inadvertently booked twice when infrastructure was updated for
GASB 34 purposes. An audit adjustment was made in Fiscal Year 2006-07 to adjust fixed asset balances accordingly.

{10) Excluding unrealized gainfloss.
{11} Funds on deposit in the Rate Stabilization Fund may be counted for purposes of determining compliance with the Rate

Covenant, See “- Rate Stabilization Fund” above and “SECURITY FOR THE CERTIFICATES ~ Rate Stabilization Fund”.
Source: City of Roseville

-~
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Investment Policy

The cash attributable to.the Electric System must be invested in accordance with the
City's Investment Policy. Pursuant to the Investment Policy, the City strives to maintain a level of
investment of all idle funds, less required reserves, as near 100% as possible, through daily and
projected cash flow determinations. Idle cash management and investment transactions are the
responsibility of the City Treasurer and permitted investments include the following:

- (1) . Government obligations
" (2) . Federal agency or United States government-sponsored enterpnse obllgatlons
; participations, or other instruments
- (3) Forward Delivery Agreements
(4) Obligations of the State of California
(5) Repurchase Agreements
(6) -Bankers' Acceptances
{7 Commercial paper
(8) Medium-term corporate notes
(9) FDIC insured or fully collateralized time certificates of deposit
(10) Negotiable certificates of deposit or deposit notes
(11)  State of California's Local Agency Investment Fund
(12)"  Insured savings accounts
(13) - Shares of beneficial interest issued by diversified management compames that
are money market funds registered with the Securities ‘and Exchange
Commission ,
(14) - Shares in a California common law trust

Criteria for selecting investments and the order of'pribfity are:

Sy,

. Safety- Preservation of prlnC|pa| and mterest :
ot Liquidity-Ability to convert investment to cash at any moment in tume and
. Yield-Potential dollar earnings on an investment.
o The City's cash management system is designed to accurately monitor and forecast

expenditures and revenues, thus enabling the City to invest funds to the fullest extent possible.
The City attempts to obtain the highest yield when selecting an investment, provided the criteria
for safety and liquidity are met.

4 .
'
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The following tables show the investments in the pooled funds of the City as
2008.

-City of Roseville Pooled Investment Fund”

gf Fe_abruary 29,

Market Value

_ ) ‘Par Cost
City Pooled Investment Fund _ I

Certificates of Deposit $2,045,804 “$2,045,804° $2,045,804 -

Commercial Paper 14,110,000 13,951,536 14,091,187

Corporate Notes 16,590,000 ' 16,781,236 17,038,845

Federal Agency Coupon Securities 217,815,000 219,778,312 226,949,672

Treasury Coupon Securities 49,060,000 50,540,157 52,558,838

Money Market Funds 7,146,982 - 7,146,982 7,146,982

C.AM.P. 5,202,263 5,202,263 5,202,263

L.A.LF. 35,000,000 35,000,000 35,000,000

Total $346,970,049  $350,446,290 $360,033,591
Distribution of Investments’
. Investment % of Portfolio
Policy Limit Per Cost
_., Banker's Acceptances 30.0000% 0.000%

. Commercial Paper 25.0000 . 4623
Money Market Funds 10.0000 1.623
Medium-Term Corporate Notes 30.0000 5.012
Negotiable Certificates of Deposit 30.0000 '0.464 -
U.S. Government & Agency Obligations 100.0000 65.435
U.S. Treasury Notes and Bills 100.0000 - 13.715
L.A.LF. (Pooled Funds) - $40,000,000 Limit . 100.0000 7.946
Other (C.AM.P.) 100.0000. 1.181

" Total 100.000%

follows:

The pooled funds of the City include an amount allocable to the Electric System, as

. ,Markét ,

Maturity Par Cost Value
Commercial Paper 3 $2,300,000 $2,294,404 $2,299,078
Corporate Notes 726 1,825,000 1,800,471 1,859,707
Federal Agency Coupon Securities 561 46,740,000 47,174,331 438,552 497
Treasury Coupon Securities 882 8,255,000 8,581,600 8,938,801
City Pooled Fund -1 1,551,017 1,551,017 1,551,017
RSF Total 590 $60,671,017 $61,401,823 $63,201,098
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DEVELOPMENTS IN THE ENERGY MARKETS

4 “_'_.. . . E

Background; Electric Market Deregulation \

In 1996, California partially deregulated its electric ehergy market. An" independent
system operator of the transmission systém, the California Independent System Operator (the
*(80"), was established, as weil as an independent power exchange, the California Power
Exchange (the "PX"). The PX was originally established to permit power generators to sell
power on’ a competitive spot-market basis; however, the PX has ceased all power exchange
operatlons and filed for bankruptcy protection.

Additional Developments . : = .

Financial Difficulties of the I0Us and Certain Other Market Participants. As a
consequence of partial deregulation, the California investor-owned utilities (the “IOUs”) 'sold a
large portion of their generation resources. ‘As a result, three major IOUs ‘in California, PG&E,
San Diego Gas & Electric Co. ("SDG&E”) and Edison, were net buyers of electricity. Following
the partial deregulation of the California energy markets, the IOUs were purchasing electricity at
fluctuating short-term and spot wholesale prices while the rétail prices that they could charge
their residential and small business customers were cappéd at specified levels. During portions
of 2000 and 2001, the market price of electricity in California significantly exceeded such
capped retail pI'ICeS resulting in the deterioration of the creditworthiness of PG&E and Edison,
with PG&E filing for bankruptcy on April 6, 2001. Certain other marketers, power suppllers and
power plant developers experienced downgrades of their credit ratings. PG&E emerged from
bankruptcy on' Aprif 12, 2004. The credit ratings of PG&E and Edlson have tmproved since the
dislocations of the: Cahfornla energy markets in 2000 and 2001. L

State and Federal Investigations. State of California and federal authorities are
conducting investigations and other proceedings concerning various aspects of the California
energy markets. These include, for example, investigations by the Federal Energy Regulatory
Commission ("FERC") into alleged overcharging for the sale of electricity (including sales by
municipal utilities) and alleged manipulation of the electricity market. The City is unable to
predict the outcome of existing investigations and proceedings regarding California’s energy
crisis or whethef further rnvestlgatlons proceedings, litigation or other actrons will follow.

Shortages and Volatility. During 2000 and 2001, California experienced extreme
fluctuations in the prices and supplies of natural gas and electricity in much of the State.
Licenses for new power plants have been issued by the California Energy Commission (the
"CEC”), construction on several power plants has been completed and construction of additional
power plants is underway. Progress on new transmission line projects within California has
been slow. There also has been a substantial rise in the cost of natural gas, which is the fuel
source for many of California’s electric generating units. State agencies have issued warnings
that further power shortages are possible for Southern California. As a result of the ‘foregoing
and other factors, no assurance can be glven that measures undertaken during the last several
years, together W|th measures to be taken in the future, will prevent the recurrence of shortages,
price volatility or other energy problems that have adversely affected the Electric System and
other California electric utilities in the recent past. See “OTHER FACTORS AFFECTING THE
ELECTRIC UTILITY. INDUSTRY—Recent ISO FERC Fllings—Resource Adequacy Filing”
herein. .
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State Legislation

A number of bills affecting the electric utility industry have been enacted by the California
Legislature. In general, these bills provide for reduced greenhouse gas emission standards and
greater. investment in energy-efficient and environmentally friendly generation alternatives
through more stringent renewable resource portfolio standards. The following is a brief
summary of certain of these bills.

" See also “THE ELECTRIC SYSTEM — Energy Efficiéncy and Conservation” above.

Greenhouse Gas Emissions. On June 1, 2005, the Governor signed Executive Order
$-3-05, which placed an emphasis on such efforts to reduce greenhouse gas emissions by
establishing Statewide greenhouse gas reduction targets. The targets are: (i) a reduction to
2000 emissions levels by 2010; (ii) a reduction to 1990 levels by 2020; and (iii) a reduction to
80%. below 1990 levels by 2050. The Executive Order also called for the California
Environmental Protection Agency to lead a muiti-agency effort to examine the impacts of climate
change on California and develop strategies and mitigation plans to achieve the targets. On
April 25, 2008, the Governor aiso signed Executive Order S-06-06 which directs the State to
meet a 20% blomass utilization target within the renewable generation targets of 2010 and 2020
for the contribution to greénhouse gas emission reduction.

On September 27, 2006 the Governor signed into law Assembly Bill 32 ("AB 32"), the
Global Warming Solutions Act of 2006. AB 32 requires all California utilities to inventory and
report greenhouse gas emissions beginning January 1, 2008 and reqmres the California Air
Resources Board (“CARB") to adopt enforceable greenhouse gas emission limits and emission
reduction measures by regulation in order to reduce greenhouse gas emissions to 1990 levels
by 2020. The CARB regulations for greenhouse gas emissions limits and reduction measures
will be enforceable beginning January 1, 2012.

On September 29, 2006, the Governor signed into law Senate Bill 1368 (“SB 1368"), the
Greenhouse Gas Emissions Performance Standard. SB 1368 sets a greenhouse gas emission
performance standard (“EPS") for baseload electric generating resources. Any new investment
in baseload generation or contract for baseload generation with a term of over five years must
have greenhouse gas emissions at or below that of a baseload, combined cycle power plant.
The California Energy Commission was assigned the responsibility of establishing the EPS and
associated compliance methodologies for the publicly-owned utilities, including the Participants.
The CPUC has the similar responsibility for the IOUs. The revised proposed CEC regulations
were approved by the Office of Administrative Law on October 16, 2007.

The regulations promulgated by the CEC prohibit any investments in baseload
generation which does not meet the EPS of 1,100. pounds of CO2 per MWh of electricity, with
limited exceptions for routine maintenance, requirements of pre-existing contractual
commitments, or threat of significant financial harm. The City does not anticipate that SB 1368
will have a material impact on current City or NCPA resources. The impact on future resources
is unknown at this time.

The new legisliation will impact all California electric utilities as the State begins to
reduce its reliance on imported, out-of-state, coal-fired generation. The City is committed to
renewable energy, demand side management and energy efficiéncy, however, it is widely
recognized that there will still be a large demand for traditional, baseload fossil power plants in
order to meet projected load growth. Currently there is a ban in California, prohibiting the
development of nuclear power plants until there is a permanent storage solution for spent fuel
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rods. With the effective ban on new coal power imports under SB 1368, natural gas. fired,
combined cycle power plants would. appear to be the primary: viable option for fossil fuel based
baseload- power plant development absent .the ‘implementation of new .technologies -in
connection with other resource options. The reliance on a single fuel source will continue to put
pressure on the already volatile natural gas market in the United States. In January 2007 the
Roseville Natural Gas Financing Authority entered into a 20-year pre-paid natural gas supply
contract with Merrill Lynch Commodities Inc ("MLCI"). The natural gas purchased from MLCI is
in turn sold to the City for use in the Roseville Energy Park. The natural gas the City is obligated
to purchase under the prepaid gas supply agreement is expected to provide approximately 40%
of the City’'s expected gas requirements for Roseville Energy Park. See “THE ELECTRIC
SYSTEM — Sources of Power Supply.”

There are a number of issues yet to be sorted out surrounding the State's. mandatory
reduction of greenhouse gas emissions. Under AB 32, CARB has delegated responsibility to the
CPUC and the CEC to come up with solutions for the electric sector in order to meet the CO2
reduction targets identified (1990 levels by 2020). CARB has concluded that California’s 1990
emissions |evel was 427 million metric tons of CO2, and thus this was adopted as the 2020
target in December 2007. Business-as-usual in 2020 was identified as being 600 million metric
tons of CO2, requiring an overall, reduction of 173 million metric tons of CO2. Regulations
outlining the mandatory annua! reporting of greenhouse gas emissions were also. adopted in
December 2007, and all retail providers will be required to report the emissions from their
owned. assets beginning in 2009 for the 2008 year as well as emissions from- in-state and
out-of-state purchases and sales. All unspecified purchases must be reported as havrng an
emissions rate of 1,100 pounds of CO2 per MWh, in an effort to mimic SB 1368. - :

-During 2008, CARB will be developing its formal scoping plan on “who” will be required
to reduce “what” to reach the 1980 emissions goal of 427 million metric tons-of CO2. CARB will
be utilizing recommendations from the CEC and CPUC in its joint proceeding.and it is already
being discussed that some sectors will need to. reduce more than their fair share in order to
achieve this statewide, multi-sector effort. The scoping plan must be adopted by January 1,
2009, and each greenhouse gas reduction method within the plan will underge its own individual
rulemaking prior to being enforceable on January 1, 2012. The scoping plan will then. be
revised every 5 years as CARB proceeds with its next task of designing the mechanisms for
returnlng the state to 80% below 1990 levels by 2050 as directed in Executlve Order S-3-05.

Energy Procurement and Effrcrency Reportmg Senate - Bill. 1037 srgned by the
Governor on September 29, 2005, requires that each municipal electric utility, including the City,
prior to procuring new energy generation resources, first acquire all available energy efficiency,
demand reduction and renewable resources that are cost effective, reliable and feasible.
Senate Bill 1037 also requires each municipal electric utility to-report annually to its customers
and to the CEC its investment in energy efficiency and demand reduction programs. Further,
California Assembly Bill-2021 (“AB 20217, signed by the Governor on September 29, 2006
requires that the publicly-owned utilities establish, report, and explain the basis of the annual
energy efficiency and demand reduction targets by June 1, 2007 and every three years
thereafter for a ten-year horizon. Future reporting requirements per AB 2021 will include: (i) the
identification of sources of funding for the investment in energy efficiency and demand reduction
pragrams, (ii) the methodologies and input assumptions used to determine cost-effectiveness,
and (jii) the results of an independent evaluation to measure and verify energy efficiency
savings and demand reduction program impacts. The information obtained from local
publicly-owned utilities will be used by the CEC to present the progress made by the
publicly-owned utilities on the State’s goal of reducing electrical consumption by 10% in ten
years and amelioration with the greenhouse gas targets presented in Executive Order $-3-05
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enacted by the Governor on June-1,°2005. In addition, a report will be developed by .the CEC
with recommendations for improvement.to assist each local -publicly-owned utility in achieving
cost-effective, rehable and feasnble savings in con;unc‘uon with the estabhshed targets for
reductton ‘ . . o _

in March 2008, the City. submltted its annual report to the CEC per Senate Bill 1037
which provided cost-effectiveness. analyses of the City's energy-efficiency programs for fiscal
year-2006-2007. In September 2007, the City issued the first ten-year forecast of potential
energy efficiency programs |n the tnennlal cycle to the CEC in.response to the requlrement of
AB 2021. : :

Renewable Portfolio Standards. In September 2002, the California Legisiature
enacted and the Governor signed into law Senate Bill 1078. Senate Bill 1078 required that the
IOUs adopt a Renewable Portfolio Standard (“RPS") to meet a minimum of 1% of retail energy
sales needs each year from renewable resources and to meet a’ goal of 20% of their retail
energy needs from renewable energy resources by the year 2017. ‘- Senate Bill 1078 also
directed the State’s municipal electric utilities to implement and enforce an RPS that recognizes
the intent of the Legislature to encourage development of renewable resources, taking into
consideration the impact on a utility’s standard on rates, reliability, financial resources, and the
goal of environmental improvement. On September 26, 2006, the Governor signed Senate Bill
107 ("SB 107") into law, which requires IOUs to have 20% of their electricity come from
renewable sources by 2010 and still prescribes that the local publicly-owned utilities meet the
intent of the Legislature. The City currently has an RPS goal of 20% by 2017, in conformance
with the intent of the Legislature.

Since the implementation of Senate Bill 1078, the California Public Utilities Commission
(the "CPUC"} and the California Energy Commission have taken a number of actions that have
had an impact on the renewable energy goals set by the legislation. In order to overcome the
challenges associated with meeting accelerated RPS goals, the CPUC and the CEC supported
the implementation of a renewable energy certificate trading system to meet the accelerated
RPS goals. SB 107 allows this flexibility, with the condition that the energy is delivered to an
in-state trading hub. ,

In response to the adoption of SB 1078 in 2002, the City formally adopted an RPS in
2002 requiring 20% of retail sales to be supplied from renewable energy resources by 2017. In
response to the subsequent passage of SB 107, the City is reviewing the requirement to
accelerate the RPS requirement. The City expects up to 40% of retail sales to be served from
renewable energy resources in the year 2008. This amount includes 10% of retail sales to be
served from “California Eligible” renewable resources and an additional 30% of retail sales to be
served from renewable large hydroelectric resources.

In parallel, pursuant to Senate Bill 1078, the CEC collaboratively with the Western
Governors’ Association and the Western Electricity Coordinating Council has undertaken the
development and establishment of the Western Renewable Energy Generation Information
System (“WREGIS"), which will be used to ensure the integrity of renewable energy certificates
and prevent the double counting of the certificates. The electronic tracking -system became
operational in June of 2007. With the commercial operation of WREGIS, the City may establish
an account and receive renewable -energy certificates as they become available from yet to be
determined sources.
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Solar Power. California Senate Bill 1 (“SB 1") (originally known as the “Million Solar
Roofs Initiative”) was signed by the Governor on August 21, 2006. This legislation aims to have
3,000 MW of solar energy systems installed within ten years, and establishes requirements to
have solar energy systems installed on 50% of new residential developments within 13 years.
SB 1 requires that publicly.owned utilities, including the City's Electric System, establish a
program that adequately supports the efforts to install 3,000 MW of photoveltaic energy in
California... In addition, the legislation established a January 1, 2008 .deadline. for the
development of eligibility criteria for solar energy systems by the CEC in consultation with the
CPUC, local publicly-owned utilities, and interested members of the public. Publicly owned
utilities are required to commence a solar initiative program in order to establish the funding of
solar energy systems receiving ratepayer funded incentives, which offering shall commence no
later than January 1, 2008.- A publicly-owned utility has the choice of selecting an incentive
based on the installed capacity, starting at $2.80 per watt, or based on the energy produced by
the solar energy system, measured in kilowatt-hours. Incentives are required to decrease at a
minimum average rate of 7% per year. By June 1, 2008, the City will be required to provide the
following information to customers, the CEC and the legislature: (i) the number of photovoltaic
solar .watts. installed, (ii)the number of photovoltaic systems installed, (iii)the number of
applicants for incentives, (iv) the amount of awarded incentives, and (v) the contribution towards
the program’s goals. The total statewide expenditures for local publicly-owned utilities are
expected to be $522 million. The City is expected to offer a proportionate amount of incentives
over the 10-year period based on the respective utility's share of statewide load served by local
publicly-owned utilities. The City is meeting the requirements of SB 1 through its BEST Homes
program and other solar incentive programs for both residential and business customers See
“THE ELECTRIC SYSTEM - Energy Efficiency and Conservatlon " :

Impat_:t of Developments on the City

The effect of these developments (including the state legislation) in the California energy
markets on the City cannot be fully ascertained at this time. Volatility in energy prices in
California may return due to a variety of factors which affect both the supply and demand for
electric energy in the western United States. These factors include, but are not limited to, the
adequacy of generation resources to meet peak demands, the availability and cost of renewable
energy, the impact of greenhouse gas emission legislation and regulations, fuel costs and
availability, weather effects on customer demand, transmission congestion, the strength of the
economy in California and surrounding states and levels of hydroelectric generation within the
region (including the Pacific Northwest). This price volatility may contribute to greater volatility
in the City’'s costs and revenues from the sale {and purchase) of electrlc energy and, therefore
could materially affect the financial condition of the City.
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- OTHER FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY
Energy Policy Act of 1992

The Energy Policy Act of 1992 (the "Energy Policy Act’) made fundamental changes in
the federal regulation of the electric ufility industry, particularly in the area of transmission
access under Sections 211, 212 and 213 of the Federal Power Act.- The purpose of these
changes, in part, was to bring about increased competition in the electric utility industry.

As amended by the Energy Policy Act, Sections 211, 212 and 213 of the Federal Power
Act provide FERC authority, upon application by any electric utility, federal power marketing
agency or other person or entity generating electric energy for sale or resale, to require a
transmitting utility to provide transmission services (including any enlargement of transmission
capacity necessary to provide such services) to the applicant at rates, charges, terms and
conditions set by FERC based on standards and provisions in the Federal Power Act. Under
the Energy Policy Act, electric utilities owned by municipalities and other public agencies which
own or operate electric power transmission facilities which are used for the sale of electric
energy at wholesale are “transmitting utilities” subject to the requirements of Sections 211, 212
and 213. :

H

Federal Energy Legisiation

On August 8, 2005, President Bush signed the Energy Policy Act of 2005 (“EPACT
2005"). EPACT 2005 addresses a wide array of energy matters that could affect the entire
electric utility industry, including the City’s electric system. It expands FERC's jurisdiction to
require open access transmission of municipal utilities that sell more than four million megawatt
hours of energy and to order refunds under certain circumstances for municipal utilities that sell
more than eight million megawatt hours of energy. The City is not able to predict when, if ever,
its sales of electricity would reach four million megawatt hours. EPACT 2005 requires that
FERC conclude its investigation into the allegations of overcharges during the California energy
crisis in 2000 and 2001 and submit a report to Congress. It also provides for mandatory
reliability standards to increase system reliability and minimize blackouts, criminal penalties for
manipulative energy trading practices and the repeal of the Public Utility Holding Company Act
of 1935, which prohibited certain mergers and consolidations involving electric utilities. Under
EPACT 2005, by February 2007 investor-owned utilities were required to offer each of its
customer classes a time-based rate schedule to enable customers to manage energy use
through advanced metering and communications technology. It authorizes FERC -to exercise
eminent domain powers to construct and operate transmission lines if FERC determines a state
has unreasonably withheld approval. EPACT 2005 contains provisions designed to increase
imports of liquefied natural gas and incentives to support renewable energy technologies,
including a new two-year program for tax credit bonds for local governments, such as the
Participants, to finance certain renewable energy facilities. EPACT 2005 also extends for 20
years the Price-Anderson Act, which concerns nuclear power liability protection, and provides
incentives for the construction of new nuclear plants.

The City is unable to predict at this time the impact that EPACT 2005 will have on the
operations and finances of the Electric System or the electric utility industry generally.
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Recent ISO FERC Filings

MRTU Filing. On February 9, 2006 the ISO filed with FERC its Market Redesign and
Technology Upgrade ("MRTU”) tariff amendment to implement a comprehensive overhaul of the
electricity markets ‘administered by the ISO. According to the I1SO; the proposed comprehensive
changes include, but are not limited to, the followmg perform effective congestion management
in the ISO day-ahead market by enforcing all transmission constraints so as to establish
feasible forward transmission schedules; create a day-ahead market for energy; automate
real-time dispatch so as to balance the system and manage congestion in an optimal manner
with minimal need for manual intervention; and ensure consistency across market time frames
in the allocation of transmission resources to grid users and the pricing of transmission service
and energy. The MRTU also is intended to ensure that the ISO has sufficient capacity available
to maintain reliability on the 1SO grid. The MRTU requires that all scheduling coordinators for all
load-serving entities (‘LSEs”) meet standards concerning forward capacity and energy
procurements to meet their load requirements. The ISO has requested that its MRTU filing be
approved by FERC, without modification, suspension or hearing, projected to go into effect on
April 1, 2008. On September 21, 2006, FERC issued an order conditionally accepting the ISO's
MRTU filing. At this time, the Clty is unable to predlct the |mpact of this fi fllng cn the City or the
California electr[c utility industry generally.

Resource Adequacy Filing. in September 2005, the California Leglslature enacted
and the Governor signed into law Assembly Bill 380, which requires the CPUC to establish
resource adequacy requirements for all LSEs within the CPUC's jurisdiction. In addition, AB
380 requires publicly-owned utilities, including the City, to meet the most recent resource
adequacy standard as adopted by the Western Electric Coordinating Council (WECC). In
October 2005, the CPUC issued a decision stating that LSEs under its jurisdiction would be
required, by June 2006, to demonstrate that they have acquired capacity sufficient to serve their
forecast retail customer load plus a 15-17% reserve margin. The WECC has yet to formally
adopt a resource adequacy requirement. i

Fuel Risk

Increases in fuel supply, transmission and storage costs, or the failure of counterparties
in its natural gas arrangements, pose a financial risk to the City. In addition, the City does not
currently have firm gas supply and transmission arrangements in place to meet all of the
Project’s fuel supply needs and is therefore exposed to price volatility for such commodities and
services. To mitigate such risks, the City has developed a fuel supply management strategy
focused on reliability and price risk management. See “THE ELECTRIC SYSTEM — Power
Supply Risk Management.”

Other Factors

The electric utility industry in general has been, or in the future may be, affected by a
number of other factors which could impact the financial condition and competitiveness of many
electric utilities and the level of utilization of generating and transmission facilities. Such factors
include, among others, the following:

(a) effects of compliance with rapidly changing environmental, safety, licensing,
regulatory and legislative requirements other than those described above;

(b) changes resulting from conservation and demand-side management
programs on the timing and use of electric energy;
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(c) changes resulting from a national energy policy;

(d) effects of competition from other electric’ ‘utilities (including increased
competition resulting from mergers, acquisitions, and "strategic alliances" of competmg
electric and natural gas utilities and from competitors transmitting less expensive
electricity from much greater distances over an interconnected system) and new
methods of, and new facilities for, producing low-cost electricity;

(e) the proposed repeal of certain federal statutes that would have the effect of
increasing the competitiveness of many‘investor owned utilities;

(f)l increased competition from independent .power producers and marke_tefs,
brokers and federal power marketing agencies;

(g) "self-generation” or "distributed. ge‘riération" (stch as microturbines and fuel
cells) by industrial and commercial customers and others;

(h) issues relating to the ability to issue tax-exempt obligations, mcludlng severe
restrictions on the ability to sell to nongovernmental entities electricity from generation
projects and transmission service from transmission line projects financed with
outstanding tax-exempt obligations;

(i) effects of inflation on the 6perating and maintenance costs of an électric utility
and its facilities;

(i) changes from projected future load requirements;
(k) increases in costs and uncertain availability of capital,

(1) shifts in the availability and relative costs of different fuels (including the cost
of natural gas),

(m) sudden and dramatic increases in the price of energy purchased on the open
market that may occur in times of high peak demand in an area of the country
experiencing such high peak demand, such as has previcusly occurred in California;

(n) ihadequate risk management procedures and practices with respect to,
among other things, the purchase and sale of energy and transmission capacity;

(o) other legisltative changes, voter initiatives, referenda and statewide
propositions;

(p) other political risks impacting the City's rates or other operational or financial
matters;

(q) effects of changes in the economy;
(r) effects of possible manipulation of electric markets; and

(s} natural disasters or other physical calamities, including, but limited to, so
earthquake and flood.

L]
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Any of these factors (as’well as other factors) could have an adverse ‘effect on the
financial condition of any given electric utility, including the Electric System.

‘The City cannot predict what effects such factors will have on the business operattons
and financial condition of the Electric System, but the effects could be significant. The foregoing
is a brief discussion of certain of these factors. The City has taken certain steps to mrtlgate the
imports of these changes, including establishing the Rate Stabilization Fund and implementation
of the climate mitigation fee. This Official Statement includes a brief discussion of certain of
these steps. This discussion does not purport to be comprehensive or definitive, and these
matters are subject to change subsequent fo- the date hereof. Extensive information on the
electric utility mdust:y is, and wilf be, available from the legislative and regulatory bodres and
ottier sources in the public domain.

S

RATE REGULATION

The City sets rates, fees and charges for electric service. The authority of the City to
impose and collect rates and charges for electric’ power and energy sold and delivered is not
subject to the general regulatory jurisdiction of the CPUC, and currently neither the CPUC nior
any other regulatory authority of the State of California nor FERC approves such rates and
charges.’ 1t is possible that future legislative and/or regulatory changes could subject the rates
andf/or service area of the City to the jurisdiction of the CPUC or to other limitations or
requirements.

FERC potentially could assert jurisdiction over rates of licensees of hydroelectr:c
projects (such as NCPA) and customers of such licensées (such as the City) under Part | of the
Federal Power Act, although it as a practical matter has not exercised or sought to exercuse
such jurisdiction to modify rates that would legitimately be charged. There is' a questlon as to
whether FERC has jurisdiction at all to modify rates for municipalities which are authonzed_to
set their own rates. 'NCPA s 'a licensee of hydroelectric projects under Part i, but no
jurisdictional ‘authority to regulate their rates has been asserted by FERC. In any event, the
City's participation in'the NCPA Hydroelectric Project represents 12% percent of the City's total
power resources. FERC and its predécessor, the Federal Power Commission (the “FPC”), have
indicated on a number of occasions that municipalities and other public ‘agencies authorized to
set their own rates are not subject to FERC's regulatory jurisdiction over rates. On the other
hand, the FPC in at least one decision suggested a contrary result. Even‘if FERC were to
assert jurisdiction over the services and charges associated with such hydroelectric projects, it
is unlikely that any reasonable rates and charges would be found to be contrary to applicable
federal regulatory standards.

‘Under EPACT 1992, FERC has the authority, under certain circumstances and pursuant
to certain procedures to order any utility (municipal or othenmse) to provnde transmlssmn
access to others at’ FERC approved rates. -

- FERC -also has jurisdiction o regulate those rates and has asserted that jurisdiction in
Minnesota Municipal Power Agency v. Southern Minnesota Municipal Power Agency, 66 FERC
161,223 (1994) and 68 FERC 1j61,060 (1994). However, FERC's asserted jurisdiction over
municipal rates does not extend to the rates for power sales and applies only to transmission
service ordered by FERC pursuant to Section 211 of the Federal Power Act, as amended by
EPACT 1992. Neither the City nor any joint powers agencies with which the City has contracted
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which developed the transmission assets are providing any such transmission service to others.
No assurance can be given that such service will not be requested in the future.

Although its rates are not subject to approval by any federal agency, the City is subject
to certain provisions of the Public Utility Regulatory Policies Act of 1978 (“PURPA") with respect
to the purchase of the output of “qualified facilities” (“QFs") at prices determined in accordance
with PURPA. EPACT 2005 repeals the mandatory purchase obligation for utilities (including the
City) when FERC determines that the QF has access to a competitive sales market and open
access tfransmission. The City is operating in compliance with PURPA,

The State Energy Resources Conservation and Development Commission is authorized
to evaluate rate policies for electric energy as related to the goals of the Energy Resources
Conservation and Development Act and to make recommendations to the Governor, the
Legislature and publicly owned electric utilities.

OTHER RISK FACTORS

The following information should be considered by prospective investors in evaluating
the 2008 Certificates. However, the following does not purport to be an exclusive listing of risks
and other considerations that may be relevant to investing in the 2008 Certificates, and the
order in which the following information is presented is not intended to reflect the relative
importance of any such risks and considerations.

Security for the 2008 Certificates

Except as noted herein under “THE LETTER OF CREDIT AND THE REIMBURSEMENT
AGREEMENT,” the 2008 Certificates are payable solely from payments made under the
installment Purchase Contract. No representation or.assurance can be made that revenues will
be realized by the City in amounts sufficient to make payments required by the Instaliment
Purchase Contract and thus to pay maturing principal, mandatory sinking fund requirements and
interest with respect to the 2008 Certificates. Future economic and other conditions, including
economic trends and events, technological developments and demographic changes, increases
in insurance claims, as well as increased costs and changes in government regulations,
including Internal Revenue Service (the “IRS") policy regarding tax exemption, may adversely
affect the future financial condition of the City and, consequently, its ability to make payments of
the principal of and premium, if any, and interest with respect to 2008 Certificates.

Expiration of the Letter of Credit

The initial scheduled expiration date of the Letter of Credit is May 13, 2011, subject to
extension or earlier termination in certain circumstances as described therein. If the Letter of
Credit is' not extended or an Alternate Credit Facility is not obtained by the City, the 2008
Certificates will be subject to mandatory tender for purchase. There can be no assurance that
the City wili be able to obtain an extension.of the Letter of Credit or an Alternate Credit Facility.
The Bank is under no obligation to extend the Letter-of Credit beyond the scheduled expiration
thereof.
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Bank’s Obligations Unsecured

The ability of the Bank to honor draws upon the Letter of Credit is based solely upon the
Bank’s general credit and is not collateralized or otherwise guaranteed by the United States of
America or any agency or instrumentality thereof. 'No provision has been made for replacement
of or substitution for the Letter of Credit in the event of any deterioration in the financial
condition of the Bank. Neither the Authority, the City or the Bank assumes any liability to any
purchaser of the 2008 Certificates as a result of any deterioration of the financial condition of
the Bank. Upon any insolvency of the Bank, any claim by the Trustee against the Bank would
be subject to bank receivership proceedings. S

General Factors Affecting the Bank .

The Bank is subject to regulation and supervision by various regulatory bodies. New
regulations could impose restrictions upon the Bank which would restrict its ability to respond to
competitive pressures. Various legislative or regulatory changes could dramatically impact the
banking industry as a whole and the Bank specifically. The banking industry is highly
competitive in many of the markets in which the Bank operates. Such competition directly
impacts the financial performance of the Bank. Any significant increase in such competition
could adversely impact the Bank.

Prospective purchasers of the 2008 Certificates should evaluate the financial strength of
the Bank based upon the information contained and referred to herein under the caption “THE
BANK”, and other information available upon request from the Bank and should not rely upon
any governmental supervision by any regulatory entity.

Tax Exemption -

'The City has covenanted in the Installment Purchase Contract that it will take all actions
necessary to assure the exclusion of interest with respect to the 2008 Certificates from the
gross income of the Owners of the 2008 Certificates to the same extent as such interest is
permitted to be excluded from gross income under the Internal Revenue Code of 1986. If the
City fails to comply with this tax covenant, the interest component of the 2008 Payments
evidenced by the 2008 Certificates may be includable in the gross income of the Owners thereof
for federal tax purposes. See “TAX MATTERS.”

Limited Obligations

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

The City is obligated under the Installment Purchase Contract to pay the 2008 Payments
solely from Net Revenues. There is no assurance that the City can succeed in operating the
Electric System such that Net Revenues in the future amounts projected in this Official
Statement will be realized.
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Limitations on Remedies and Limited Recourse on Default

The ability of. the City to comply with its covenants under the Instaliment Purchase
Contract and to generate Net Revenues sufficient to pay principal of and. interest with respect to
the 2008 Certificates may be adversely affected by actions and events outside of the control of
the City and may be adversely affected by actions taken {or not taken) by voters, property
owners, taxpayers or persons obligated to pay assessments; fees and charges. Failure by the
City to pay the 2008 Payments required to be made under the Installment Purchase Contract
constitutes an event of default under the Installment Purchase -Contract and the Trustee is
permitted to pursue remedies at law or in equity to enforce the City's obligation to make such
2008 Payments. Although the Trustee has the right to accelerate the total unpaid principal
amount of the 2008 Payments, there is no assurance that the City would have sufficient funds to
pay the accelerated 2008 Payments.

Furthermore, the remedies available to the owners of the 2008 Certificates upon the
occurrence of an event of default under the Installment Purchase Contract are in many respects
dependent upon judicial actions which are often subject to discretion and delay and could prove
both expensive and time consuming to obtain. '

In addition to the Iimitations on remedies contained in the Installment Purchase Contract
and the Trust Agreement, the rights and obligations under the Instaliment Purchase Contract
and -the. Trust Agreement 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 limitations on legal remedies against cities in the State of California.
The opinion to be delivered by Special Counsel concurrently with the execution and delivery of
the 2008 Certificates will be subject to such limitations and the various other legal opinions to be
delivered concurrently with the execution and delivery of the 2008 Certificates will be similarly
qualified. See “APPENDIX D — PROPOSED FORM OF SPECIAL COUNSEL OPINION.”

If the City fails to comply with its covenants under the Instailment Purchase Contract,
fails to pay principal of and interest due with respect to.the 2005 Certificates or fails to pay the
2008 Payments, there can be no assurance of the availability of remedies adequate to protect
the interest of the holders of the 2008 Certificates.

Seismic Considerations

The services area of the Electric System, like much of California, is subject to seismic
activity that could result in interference with its operation of the Electric System. In addition,
other active and potentially active seismic faults cross the regional transmission facilities
through which the City obtains power '

No assurance can be given that a future seismic event will not materially adversely affect
the operation of the Electric System.
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Possible Future Federal Deregulatidn and Tax Legislati'on

Many bills have been introduced in the United States House of Representatlves and the
United States Senate to deregulate the electric utility industry on the federal or state level.
Many of the bills provide for open competltlon in the furnishing of electrlclty,to all retail
customers (i.e., retail wheeling). In addition, various bills have been introduced which would
impact the issuance of tax-exempt bonds for transmission and generation facilities.

No prediction can be made by the City as to whether any of these bills or any similar
federal bills proposed in the future will become law or, if they become law, what their final form
or effect would be: Such effect could ‘be material to the City. However, the Internal Revenue
Service has recently issued new rules that will preserve the tax-exempt status of bonds issued
to finance transmission facilities, where control is turned over to an Independent System
Operator (1SO") or Regional Transmission Orgamzatlon subject to certain condmons

Legal Proceedings

A number of legal proceedings are currentiy pending that relate to the deregulation of
the California electric utility industry and other matters affecting the City and the electric utility
industry in general. Adverse rulings in certain of these cases may affect the NCPA's and the
City's power costs or resuit in refunds payable by NCPA and the City to the State or other
entities. The City is unable to predict the outcome of such litigation, mvestugatlons and
proceedings.

CONSTITUTIONAL LIMITATIONS ON TAXES AND APPROPRIATIONS
California Constitution Articles XIItA and XIliB

Article X[lIA of the California Constitution limits the taxing powers of California public
agencies. Article XIIIA provides that the maximum ad valorem tax on real property cannot
exceed one percent of the “full cash value” of the property, and effectively prohibits the levying
of any other ad valorem property tax except for taxes above that level required to pay debt
service on voter-approved general obligation bonds. “Full cash value” is defined as “the County
Assessor’s valuation of real property as shown on the 1975-76 tax bill under.‘full cash value’ or,
thereafter, the appraisal value of real property when purchased, newly constructed, or a change
in ownership has occurred after the 1975 assessment.” The “full cash value” is subject to
annual adjustment to reflect inflation at a rate not to exceed two percent or a reduction in the
consumer price index or comparable iocal data, or declining property value caused by damage,
destruction or other factors.

* The foregoing limitation does not apply to ad valorem taxes or special assessments to
pay the interest and redemption charges on any indebtedness approved by the voters before
July 1, 1978 or any bonded indebtedness for the acquisition or improvement of real property
approved by two-thirds of the votes cast by the voters voting on the proposition.

Under Article XIB of the California Constitution, state and local government entities
have an annual “appropriations limit" which limits their ability to spend certain moneys called
“appropriations subject to limitation”, which consist of tax revenues, certain state subventions
and certain other moneys, including user charges to the extent they exceed the costs
reasonably borne by the entity in providing the service for which it is levying the charge. The
City is of the opinion that the electric service and use charges imposed by the City do not
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exceed the costs the City reasonably bears in providing the electric service. In general terms,
the “appropriations limit” is to be based on certain 1978/79 expenditures, and is to be adjusted
annually to reflect changes in the consumer price index, population, and services provided by
these entities. Among other provisions of Article XIliB, if an entity’s revenues in any year
exceed the amount permitted to be spent, the excess would have to be returned by revising tax
rates or fee schedules over the subsequent two years.

Constitutional Changes In California

Proposition 218, a State ballot initiative known as the “Right to Vote on Taxes Act,” was
approved by the voters of the State of California on November 5, 1996. Proposition 218 added
Articles XIIIC and XIID to the State Constitution. Article XIIID creates additional requirements
for the imposition by most local governments (including the City) of general taxes, special taxes,
assessments and “property-related” fees and charges. Article XIIID explicitly exempts fees for
the provision of electric service from the provisions of such article. Article XilIC expressly
extends the people's initiative power to reduce or repeal previously-authorized local taxes,
assessments, and fees and charges. The terms “fees and charges” are not defined in
Article XIlIC, although the California Supreme Court held in Bighorn-Desert View Water
Agency v. Veriil, 39 Cal. 4" 205 (2006), that the initiative power described in Article XIIIC may
apply to a broader category of fees and charges than the property-related fee and charges
governed by Article XIlID. Moreover, in the case of Bock v. City Council of Lompoc, 109 Cal.
App. 3d 43 (1980), the Court of Appeal determined that an electric rate ordlnance was not
subject to the same constitutional restrictions that are applied to the use of the initiative process
for tax measures so as to render it an improper subject of the initiative process. The City
believes that even if the electric rates of the City are subject to the initiative power, under
Article XIIIC or otherwise, the electorate of the City would be precluded from reducing electric
rates and charges in a manner adversely affecting the payment of the 2008 Certificates by
virtue of the “impairments clause” of the United States and California Constitutions.

Future Initiatives

Article XillA, Article XIIIB, and Articles XIIIC and XIIID, were each adopted pursuant to
measures gualified for the ballot pursuant to California’s constitutional initiative process. From
time to time other initiative measures could be adopted by California voters. The adoption of
any such initiatives might place limitations on the ability of the City to increase revenues or to
increase appropriations.

THE AUTHORITY

The Authority was established under Sections 6500 et seq. of the California Government
Code and a Joint Exercise of Powers Agreement originally entered into as of July 1, 1989 and
amended and restated as of July 1, 1997, by and between the City and the Redevelopment
Agency of the City of Roseville.

The Authority was established for the purpose of financing the acquisition, construction,

improvement and equipping of public capital improvements. The governing board of the
Authority is the City Council of the City.
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TAX MATTERS

In the opinion of Jones Hall, A Professional Law Corporation, San Francisco, Callforma
Special Counsel, subject, however to the qualifications set forth below, under existing law, the
portion of mstal!ment payments designated as and compnsnng interest and received by the
owners of the 2008A Certificates and 2008B Certificates is excluded from gross income for
federal income tax purposes and is not an item of tax preference for purposes of the federal
alternative minimum tax imposed on individuals and corporations, provided, however, that, for
the purpose of computing the alternative minimum tax imposed on corporations (as defined for
federal income tax purposes) such interest is taken into account in determining certain income
and earnings.

The opinions set forth in the preceding paragraph are subject to the condition that the
City comply with all requirements of the Internal Revenue Code of 1986 (the "Code") that must
be satisfied subsequent to the delivery of the Installment Purchase Contract in order that such
interest be, or continue to be, excluded from gross ‘income for federal income tax purposes.
The City has covenanted to comply with each such requirement. Failure to comply with certain
of such requirements may cause the inclusion of such interest in gross income for federal
income tax purposes to be retroactive to the date of execution and dellvery of the 2008A
Certificates and 2008B Certificates.

In the further opinion of Special Counsel, interest payable with respect to the 2008A
Certlfcates and 2008B Certlfcates is exempt from Callfornla personal income taxes.

Owners of the 2008A Certificates and 2008B Certificates should also-be aware that the
ownership or disposition of, or the accrual or-receipt of -interest with respect to, the 2008A
Certificates and 2008B Certificates may have federal or state tax consequences other than as
described above. - Special Counsel expresses no opinion regarding ‘any federal or state tax
consequences arising with respect to the Installment Purchase Contract and the 2008A
Certificates and 2008B Certificates other than as expressly described above.

‘OTHER INFORMATION
Certain Legal Matters

The validity of the Installment Purchase Contract and certain other legal matters are
subject to the approving opinion of Jones Hall, A Professional Law Corporation, San Francisco;
California, Special Counsel. Certain matters will also be passed upon for the City by Jones Hall
as disclosure counsel. Certain legal ‘matters ‘'will be passed-upon for the Bank by Kutak Rock
LLP, Atlanta, Georgia, for the Clty by the Clty Attorney, and for the Undemrrlter by Orrlck
Herrington & Sutcliffe LLP. '

DR

Professional Fees

u .
. - R LTy - . M

© . Payment of the compensatlon of Specual Counsel DISclosure Counsel the Unde:wnter
" and the Trustee are contingent ipoh the execution and delivery of the 2008 Certificates.’
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Absence of Litigation

There is no action, suit or proceeding known to be pending or threatened, restraining or
enjoining the execution, delivery or sale of the 2008 Certificates or the execution of the Trust
Agreement or the Installment Purchase Contract, or in any way contesting or affecting the
validity of the foregoing or any proceedlngs of the City or the Authority taken with respect to any
of the foregoing.

RATINGS

Moody’s Investors Service, Inc. (“Moody’s”), Fitch Ratings (“Fitch”) and Standard &
Poor's Ratings Group (“S&P”), a division of the McGraw Hill Companies, Inc. have assigned the
long-term ratings of "Aaa,” “AAA" and “AAA”, respectively, to the 2008 Certificates. The long-
term ratings of the 2008 Certificates are based on the letter of credit support for the Bonds
provided by the Bank, the underlying ratings of the City and the low credit correlation between
the City and the Bank. Moody's, Fitch and S&P have assigned the short-term ratings of
"VMIG1T,” “F1+" and “A-1+", respectively, to the 2008 Certificates based solely on the Letter of
Credit provided by the Bank. Moody's, Fitch and S&P have assigned the underlying municipal
bond ratings of "A1,” "A+” and “A+”, respectively, to the 2008 Certificates without regard to the
Letter of Credit.

These ratings reflect only the views of the respective rating agencies, and an
explanation of the significance of this rating should be obtained from the respective rating
agencies. There is no assurance that these ratings will continue for any given period of time, or
that these ratings will not be revised downward or withdrawn entirely by the respective rating
agencies if, in their judgment, circumstances so warrant. Any downward revision or withdrawal
of the ratings may have an adverse effect on the market price of the 2008 Certificates.

UNDERWRITING

Morgan Staniey & Co. Incorporated, as representative of the underwriters of the 2008
Certificates (the “Representative”) has agreed, subject to certain conditions, to purchase the
2008A Certificates at a price of $89,735,886.59 (which is equal to the initial principal amount of
the 2008A Certificates less underwriter's discount of $264,113.41), and the 2008B Certificates
‘at a price of $64,310,718.71 (which is equal to the initial principai amount of the 2008B
Certificates less underwriter's discount of $189,281.29).

The purchase contracts under which the Representative is purchasing the 2008
Certificates provides that the Underwriters will purchase all of the 2008 Certificates if any are
purchased. The obligation of the Underwriters to make such purchase is subject to. certain
terms and conditions set forth in the contracts of purchase.

The public offering prices of the 2008 Certificates may be changed from time to time by
the Underwriters. The Underwriters may offer and sell.2008 Certificates to certain dealers and
others at a price lower than the offenng price stated on the mssde cover page of this Official -
Statement.
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VERIFICATION

Chris D. Berens, CAP, P.C. (the “Verification Agent"), independent public accountants,
upon delivery of the 2008 Certificates, will deliver a report on the mathematical accuracy of
certain computations contained in schedules provided to them relating to the sufficiency of (i)
monies deposited with the Trustee to pay the principal and interest with respect to the 2005B
Certificates on May 13, 2008 and (ii) monies deposited with the Trustee to pay the principal and
interest with respect to the 2005C Certificates on May 15, 2008.

The report of the Verification Agent will include the statement that the scope of its
engagement is limited to verifying the mathematical accuracy of the computations contained in
such schedules provided to it, and that it has no obligation to update its report because of
events occurring, or data or information coming to its attention, subsequent to the date of its
report.

EXECUTION

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

CITY OF ROSEVILLE

By: ' /s/ Russell C. Branson
Administrative Services Director/Treasurer
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APPENDIX A
THE CITY OF ROSEVILLE

The financial and economic data for the City are presented for information purposes
only. The Certificates are not a debt or obligation of the City or the County, but are a limited
obfigation of the City secured solely by the funds held pursuant to the Trust Agreement.

The City of Roseville is located in Placer County, in California’s Sacramento Valley near
the foothills of the Sierra Nevada mountain range, about 16 miles northeast of Sacramento and
110 miles east of San Francisco. The City, with a population estimated to be approximately
106,266 at January 1, 2007, is the largest city in Placer County, as well as the residential and
industrial center of the County.

The City has warm summers typical of central California, with an average July
temperature of 77 degrees. Winter temperatures are moderate; the average January
temperature is 46 degrees. The temperature drops below freezing an average of eight days per
year. Rainfall averages 20 inches annually and falls mostly during the winter.

There is a wide variety of land uses within the City. Most of the City's residential
neighborhoods are located west of Interstate Highway 80; industrial facilities, including Hewlett-
Packard, NEC Electronics, Inc. and Surewest Communiciations are concentrated in the north
Roseville area.

Additional information about the City is available on the City’'s website,
www.roseville.ca.us. The website address is given for reference and convenience only and the
current accuracy of information contained therein cannot be assured; nothing on the website is
a part of this Official Statement or incorporated into this Official Statement by reference.

Municipal Government

The City was incorporated on April 10, 1909 and is a charter city. The City operates
under the council-manager form of government, with a five-member City Council elected at
large for staggered four-year terms. At each election, the council member receiving the most
votes is appointed mayor pro-tempore for two years and becomes mayor for the final two years.

City services include, among others, police and fire protection, library services, street
maintenance, and parks and recreation. The City also owns two golf courses and provides its
own electricity, water, sewer and refuse services to its citizens.


http://www.roseville.ca.us

Population

The following table shows population estimates for the City, the County and the State as
of January 1 for the past five calendar years. Estimates for 2008 are not yet available.

PLACER COUNTY
- . . Population Estimates
3 .- - 2003 through 2007
Year City of Roseville Placer County State of California

-, .2003 - 93,502 . 283,942 : 35,691,472
2004 98,558 ) _ 297,033 36,245,016
2005 . 103,185 | 308,431 . 36,728,196
2008 104,655 , 317498 . 37,195,240
2007 106,266 324,495 37,662,518

Source: California State Department of Finance.



Effective Buying Income

Effective buying income ("EBI") is desighated as personal income less personal tax and
non-tax payments, Personal income is the aggregate of wages and salaries, other labor income
(such as employer contributions to private pension funds), proprietor's income, rental income
(which includes imputed rental income of Owner-occupants of non-farm dwellings), dividends
paid by corporations, personal interest income from all sources, and transfer payments (such as
pensions and welfare assistance). Deducted from this total are personal taxes (federal, state
and local, non-tax payments {such as fines, fees, penalties), and personal contributions for
social insurance. Effective buying income is a bulk measure of market potential. It indicates the
general ability to buy and is essential in comparing, selecting and grouping markets on that
basis. The following table demonstrates the growth in annual estimated EBI for the County, the
State of California and the United States.

The following table summarizes the total effective buying income for the County, the
State and the United States for the period 2003 through 2007.

Effective Buying Income
As of January 1, 2003 through 2007

Total Effective Median Household
Buying Income  Effective Buying

Year Area (000’s Omitted) Income
2003 Placer County $6,834,353 $50,504
California 674,721,020 42,924
United States 5,466,80,008 38,201
2004 Placer County $7,318,021 $51,455
California 705,108,410 43,915
United States 5,692,909,567 39,324
2005 Placer County $7,979,745 $52,702
California 720,798,106 44 681
United States 5,894,663,750 40,529
2006 Placer County $8,516,663,000 $53,746
California 764,120,963 46,275
’United States 6,107,092, 244 41,255
2007 Placer County $9,314,663 $57.097
California 814,894 437 48,203
United States 6,300,794,040 41,792

Source. Sales & Marketing Management Survey of Buying Power for 2003 and 2004;

Claritas Demographics for 2005 and after.



Employment and Industry

The "'unemployment rate in the Sacramento-Arden Arcade-Rosevile MSA (which
includes Sacramento, Placer, Yolo and El Dorado Counties) was 6.5% in March 2008. This
compares with an unadjusted unemployment rate of 6.4% for California and 5.1% for the nation
during the same period. The unemployment rate was 6.6% in El Dorado County 6.0% in Placer
County, 6 4% in Sacramento County, and 7.6% in Yolo County.

" The table below provides information about employment by industry type for the
Sacramento MSA for calendar years 2003 through 2007.

SACRAMENTO-ARDEN ARCADE-ROSEVILILE MSA
El Dorado, Placer, Sacramento, Yolo Counties
Employment by Industry

' Annual Averages

2003 2004 2005 2006 2007

Civilian Labor Force 989,800 1,004,200 1,020,000 1,039,800 1,056,400
Employment 933,500 950,100 971,900 991,300 999,600
Unemployment 56,300 54,100 48,100 48,500 56,800
Unemployment Rate ' 57% 5.4% 4.7% 4.7% 5.4%

Wage and Salary Employment @~ .
Agriculture - 7,500 7,400 7,400 7.500 8,000
Natural Resources and Mining 700 . 700 700 700 700
Construction ) 66,500 70,800 73400, 70,700 87,500
Manufacturing 41,500 = 42,600 43,100 42 800 40,700
Wholesale Trade 26,300 26,500 26,900 28,400 28,100
Retail Trade 94,900 96,700 98,700 100,700 99,900
Transportation, Warehousing and- : . . :
Uitilities . 21,900 . 22,900 23,400 +24,500 25,400
Information 21,900 20,900 18,900 20,000 20,300
Finance and Insurance 44 800 45,400 47,000 . 47700 - 46,500
Real Estate and Rental and Co
Leasing 14,600 - 15,100 16,400 . 16,900 16,000
Professional and Business )
Services 100,600 103,100 108,600 112,500 111,400
Educational and Health. Sewlces 81,000 84,600 88,200 . 92100 96,900
Leisure and Hospitality 77,300 79,900 82,100 85,300 86,800
Other Services 28,000 28,500 28,500 28,300 28,800
Federal Government - 12,900 12,600 12,800. 12,600 12,400
State Government : 106,700 102,300 102,500 - - 105,400 110,000
Local Government 106,600 106,800 108,800 110,400 112,700
Total, All Industries @ . 853,500 866,400 888,300 906,600 912,000

(1) Labor force data is by place of residence; includes self-employed .individuals, unpaid family workers,
household domestic workers, and workers on strike. ‘

{2) industry employment is by place of work; excludes self-employed individuals, unpaid family workers,
household domestic workers, and workers on strike.

(3) Totals may not add due to rounding.

Source: State of California Employment Development Department.
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Major Employers

The table below lists the top 10 major employers in the City as of January 1, 2007. Data

for 2008 is not currently available.

Business

CITY OF ROSEVILLE

Major Employers

2007

No. of Employees

Product/Service

Hewlett-Packard
Kaiser Permanente

Sutter Roseville Medical Center

Union Pacific
City of Roseville

Roseville Joint Union High School District
Roseville Elementary School District

NEC Electronics
PRIDE Industries
Wal-Mart (2 Stores)

Source: City of Roseville.

3,600 ~ Technology
3,289 Health Care
1,922 Health Care
1,500 Railroad
1,248 Government
975 Education
840 - Education
800 Technology
800 Employment Service
796 Retail

The table below lists the largest employers in the County as of January 1, 2008.

Employer Name

PLACER COUNTY

Major Employers
January 1, 2008

Location

Industry

Adventist Health

Alpine Meadows

AT&T

Auburn Area Answering Svc
Club Cruise Inc

Coherent Inc

Food Stamps
Hewlett-Packard

Kaiser Permanente Laser Vision

Nec Electronics Usa Inc
Placer County Human Svc
Placer County Sheriff

Placer County Superintendent
Ptacer County Welfare To Work
Public Works

Resort At Squaw Creek
Roseville Telephone Co
Sheriff's Training

Sierra Community College Dist
Stein Mart

Sutter Auburn Faith Hospital
Sutter Roseville Medical Ctr
Tasqg Technology

Thunder Valley Casino

United Natural Foods

Roseville
Alpine Meadows
Auburn
Auburn
Auburn
Auburn
Auburn
Roseville
Roseville
Roseville
Auburn
Auburn
Auburn
Auburn
Auburn
Olympic Valley
Roseville
Auburn
Rocklin
Rocklin
Auburn
Roseville
Rocklin
Lincoln
Rocklin

Source: Stale of Califormia Employment Development Department.
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Health Services

Skiing Centers & Resoris
Telecommunications Services
Paging & Answering Service
Travel Agencies & Bureaus
Lasers-Medical-Manufacturers
County Government-Sccial/lHuman Resources
Computer Services

Laser Vision Correction

Semiconductors & Related Devices (Mfrs)
County Government-Social/lHuman Resources
Sheriff

Schools

County Government-Sccial/lHuman Resources
Grading Contractors

Golf Courses-Public

Telecommunications Services

Sheriff

Schools-Universities & Colleges Academic
Department Stores

Hospitals

Hospitals

Nonclassifiable Establishments

Casinos

Heatth & Diet Foods-Retail



Construction Activity

The housing downturh continued to slow the County and City economies in 2007. Home
building, home sales, and related retail sales all declined in the City and County. The problems
with subprime mortgages and the related financial market volatility and credit tightening have
worsened the housing sector downturn and raised the risk of further deterioration. The City of
Roseville's Building Division issued 952 residential building permits for fiscal year 2006-07 with
942 of those for single-family dwellings. The number of building permits issued shows an
increase from last year's total of 812, but still well below the peak of 2,500 permits issued in
2001. The slow housing market is a major factor affecting the number of building permits
issued. The median home price in the City continues a two year downward trend. The average
median home price for fiscal year 2006-07 was $415,690, a drop of just under 10%, from the
fiscal year 2005-06 median of $466,690. The total valuation of new residential construction
permits issued in the City was approximately $217 million in fiscal year 2006-07, representing a
decrease of $877. million (80%) from the 2000 total valuation.  Although the year-to-year
median home prices dropped dramatically as compared to last-fiscal year, the median home
price did stabilize by the second half of the fiscal year. In fiscal year 2006-07, developers
completed 197,215 square.feet of office space. As of June 30, 2007, just over 1.2 million
square feet was under construction and another 2 million square feet has been approved, but
not yet constructed.

The following table shows a five-year summary of the valuation of bundmg permlts issued
in the County. Data for 2007 is not currently available.

PLACER COUNTY
Building Permit Valuation
{Valuation in Thousands of Dollars)

2002 2003 2004 2005 . . 2006
Permit Valuation .
New Single-family $1,124,222.7 $1,037,441.2 $1,128,6744 $1,160,684.7 $645,610.6
New Multi-family - . 141,165.7 - 51,9833 14,777.9 47,179.2 55,306.1
Res. Alterations/Additions : T 4520940 46 182.9° 72624.7 75,000.4 77.853.3
Total Residential - - 1,310,682.4 1,135,607.5 - 1,216077.0 12828642 778,769.9
New Commercial .7 136,904.0 104,946.5 148,843.1 134,966.4 97,4713
New Industrial i .. . 38580 92136 13,600.2 6,870.8 6,006.6
New Other 57,1456 61,638.8 74,0114 112,453.9 456779
Com. AIterationslAdditioné" ’ . 571457 805039 94 818.0 1154656  _ 67,488.3
Total Nonresidential $255,053.3 $256,302.9 . $331,372.8 $369,756.7 $216,642.1
New Dwelling Units ] -
Single Family A 5,441 4670 - 4,743 . 4858 . - 2557
Multiple Family , T 1,747 - 584 151 436 - - 648

. TOTAL 7,188 5,254 4,894 5294 . - 3,205

Source: Construction Industry Research Board, Building Permit Summary.
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The following table shows residential and non-resideﬁtial building permits issued, for

calendar years 2002 through 2006. Data for 2007 is not currently available.

CITY OF ROSEVILLE
Building Permit Valuation
(Valuation in Thousands of Dollars)

2002 2003 2004 2005 2006
Permit Valuation
New Single-family $526,365.7 $384,0453 $251,956.9 $1745224 $161553.8
New Multi-family 78,999.5 42,7472 7.863.7 17,3045 33,7551
Res. Alterations/Additions 2.649.5 2.374.4 3,781.0 30431 4331.2
Total Residential 608,014.8 4291669 2636016 194 870.0 1696401
New Commercial 105,953.3 91,323.3 88,9821 69,758.3 97.471.3
New Industrial 29225 38839 13,600.2 59750 6,006.6
New Other 22,969.7 23,697.7 25,4043 23,3016 45 677.9
Com. Alterations/Additions 34.272.8 37,062.9 43.987.8 52.473.8 67.486.3
Total Nonresidential $166,118.3 $155967.7 $171,9743 $151,506.7 $216,642.1
New Dwelling Units
Single Family 2,300 1,467 1,015 826 752
Multiple Family 914 474 93 1865 _48
TOTAL 3,214 1,941 1,108 991 800

Source: Construction Industry Research Board, Building Permit Summary.

Commercial Activity

During the first quarter of calendar year 2007, reported total taxable sales in the City
were reported to be $915,705,000 a 2.6% decrease over total taxable transactions of
$939,703,000 that were reported during the first quarter of calendar year 2006. A summary of
taxable transactions in the City is shown below. Annual figures for 2007 are not yet available.

CITY OF ROSEVILLE
Taxable Transactions
Calendar Years 2002 through 2006
(Dollars in Thousands)

2002 2003 2004 2005 20068
Appare| stores $118,836 $128,694 $158,633 $167,693  $165,338
General merchandise stores 418,267 467,494 561,058 599179 610,855
Food stores 75,978 93,286 95,389 101,410 89 355
Eating and drinking places 185,011 214,558 235,917 258,486 272,895
Home furnishing and appliances. 96,700 108,737 136,822 135,036 141,624
Building material and farm
implements 217,298 251,148 288,940 293684 267,374
Auto dealers and auto supplies 1,026,213 1,125,482 1,201,552 1,281,810 1,286,604
Service stations 89,200 114,336 130,953 152,008 179,957
Other retail stores 376,465 412,610 446,106 495,145 508,039
Retail Stores Totals 2614068 2,916,345 3,255,370 3,484,451 3,532,041
All Other Outlets 374,189 372114 405,061 413,408 492 782
TOTAL ALL QUTLETS $2,988,257 $3,288,459 $3660,431 $3,897,859 3$4,024823
TOTAL NUMBER OF PERMITS 3,348 3,909 4,307 4,442 4,538

Source: California State Board of Equalization, Taxable Sales in California (Sales & Use Tax).
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Total taxable transactions reported in the County during the first quarter of calendar year
2007 were reported to be to $1,743,381,000, a 2.2% increase over the total taxable transactions
of $1,705,682,000 that were reported during the first quarter of calendar year 2006. A summary
of historic taxable sales within the County during the past five years for which data is available
is shown in the following table. Annual figures for 2007 are not yet available.

PLACER COUNTY
Taxable Transactions
Calendar Years 2002 through 2006
{Dollars in Thousands)

Retail Stores N Total All Outiets
Number Taxable Number Taxable
of Permits Transactions of Permits Transactions -
2002 3,861 $4,161,204 - 9,559 $5,549,881
2003 4,389 4,539,346 10,543 5,973,818
2004 4 841 5,024,153 11,184 6,595,566
2005 5,055 5,539,337 11,488 7,232,568

2006 5,218 5,710,898 11,623 - 7,531,225

Source: California State Board of Equalization, Taxable Sales in California (Sales & Use Tax).
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Property Tax Levies and Collections - Last Ten Fiscal Years 151 completeness and faimess of the presentation, including all disclosures, rests with the City. The data, as
Electric Customers, Rates and REVETUES . ..uuu.v.owiunisvomsisomeosissmsorsssnres s sssosssssses s seessssssssoesenessss 152 presented, is accurate in all material aspects; and is presented in a manner designed to fairly set forth the
financial position and results of operations of the City as measured by the financial activity of its various
Ratio of Outstanding Debt by Type ~ Last Ten Fiscal Years. ........oo.cooovoervevecvrrmeeeevennsrsesssssesssessrnnse 153 funds. All disclosures necessary to enable the reader to gain the maximum understanding of the City's

Revenue Bond Coverage
2000 Wastewater Revenue Bonds — Series A~ Last Eight Fiscal Years ......cooceevoovooocecencee 154

2000 Variable Rate Demand Wastewater Revenue Bonds — Series B :
- Last Eight Fiscal Years........o..... .. 155

2003 Refunding Auction Rate«Symheuc Fixed Wastewater Revenue

financial affairs have been included. The organization of the financial report follows the guidelines set
forth by the Government Finance Officers' Association (GFOA) of the United States and Canada.

The report is divided into three sections:

1. Introductory section, including this letter of transmmal list of City elected offictals, and
City's orgahizational chart.

Bonds - Last Four Fiscal Years... e e e e e b et s ettt e e e st e snee 190 I ° Financial section, including the auditors' report by Maze & Associntes, the City's
independent certified public accountants, management’s discussion and analysis, the
2002 Redevelopment Tax Allocation Bonds - Last Five Fiscal Years ...vriiisiisteessmisnsion s 157 basic financial statements, notes to the financial statements, required supplemental
information and the combining financial statements for non-major funds.
2006A Redevetopment Tax Allocation Bonds ............ccvevimsnimssmnmeesesmemsmeetornes 198
I, Statistical section, including a number of 1ables and graphs of unaudited data depicting
2006AT Redevelopment Tax Allocation BOnds.........c...crencerommenmmnimsmmensinssmssnns 139 10 years of financial history abous the City and information on its overlapping
' governmental debt. '
2006HT Redevelopment Tax AUOCAHOR BONS. .. .covcvvvvevemroees s cesssessossomssssssisssisssssroeseesseceenss 160 ’
. A separate single audit report has been prepared in conformity with the provisions of the Federal Single
Computation of Direct and Overlapping Debt..........cco.ivcoremiveeecuens e eevsss s sessesessssssressarenss 161 Audit Act amendments of 1996 and U.S. Office of Management and Budget Circular A-133, "Audits of
Smte and Locat Governments."
Computation of Legal Bonded Debt Margin INformation.........c....covew s scssmneseassieeeeesseessnrsenensers 162
Finally, it is highly recommended that all readers of this report review the namative introduction,
Demographic and Econotnic Statistics — Last Ten FiScal YEarS.....oov..oocceveescoerrnimaesesseesssomecssensennans 163 overview, and’ analysis found in management’s discussion and analysis (MD&A) in this CAFR's
financial section.
Principal Employers — Current Year a.nd NIne Years Ao.......ocuurercmiivcmcaerneemsnasssssirseesiasecssseneers. 1684

- Full-Time Equivalent City Employees by Funetion —

Capital Asset Statistics by Function/Program — Last Four Fiscal Years

iv

THE REPORTING ENTITY AND ITS SERVICES

Last Ten Fiscal Years v cssscrssrsen P ——— This report reflects the entity concept prescribed by generally accepted accounting principles (GAAP). It
' . ) o combines the financial statements of the Redevelopment Agency of the City of Roséville (the “Agency™),
Operating Indicators by Function/Program — Last Five Fiscal YEATS.........oocommmrnsmmssinisnresn 166 the Roseville Finance Authority (the “Autherity™), and the City of Reseville Housing Authority (the

“Housing Authority”’} with those of the City to constitute a single reporting entity. In accordance with the
criteria of the Government Accounting Standards Board {GASB)-Statement 14, the basic financial
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statements include the financial activity of the City, the Agency, the Authority, and the Housing
Authority, The Agency, the Authority, and the Housing Authority are separate legal entities from the
City, are controlled by the City, and have the same governing board. The Agency issues it own
component unit financial statements. Separate financial statements for the Authority and the Housing
Authority are not issued.

Roseville is a charter law city of the State of California. The City was incorporated in 1909 and operates
under a Council-Manager form of government. The City's political and legislative body is the City
Council and is empowered by the City’s charter 10 formulate citywide policy, including a fiscal program,
City services, and appointment of the City Manager and City Attorney. There are five City Couneil
members who are elected at-large for staggered four-year terms, and the Mayor is determined by which
member received the highest number of votes in the previous election.

Roseville is a full-service City providing a full range of municipal utilities and services. These include:
police; fire; community development; parks and recreation; public libraries; planning; building and public
facility inspection; engineering; siwreets; electric, water, wastewater and solid waste utilities;
redevelopment; housing and general administrative services.

Residents of the Ciry desiring to assist the City Council in forming government policy may do so by
serving on a Ciry commtnission, Committee, or Board. The commissions, commitiees, and boards act in an
advisory capacity to the City Council. They are: Planning Commission, Parks and Recreation
Commissiont, Cultural Arts Commission, Public Utilities Commission, Roseville Grams Advisory
Commission, Senior Citizen Commission, Transportation Commission, Campaign Finance Reform
Committee, Design Committee, Board of Appeals/fHearing Examiners, Library Board, Growth
Management Visioning Committee, Central Roseville Revitalization Committee, and the Personnel
Board.

ECONOMIC CONDITIQN, OUTLOOK AND ACTIVITY

The City of Roseville economic growth has been mixed this past year. While the housing slowdown
continued to impact development-related departmenss in terms of permit and impact fee revenues,
development in the commercial sector remained smong. Roseville’s overall general fund revenues were at
budgeted levels in total; however, there was a slowdown in sales 1ax revenues that may impact the City in
the coming years. This slowdown was driven primarily by weaknesses in new car and retail hardware
sales (see discussion below). Property-tax growth remained strong in FY 2007, bolstering the City's
overall budget.

Even with the difficulty in the housing market and sales tax revenue, the City continues to provide a high
quality of service, Efforts to diversify revenues sources are starting to have an impact and should
strengthen the City's economic position in coming years. While the City’s general fund primarily relies
on sales taxes, property-related taxes, and user charges for a majority of its revenue, the hotel sector has
grown and should previde revenue growth in the next several years. Additionally, the City has instituted
a Mello-Roos Community Facilities District {CFD} special tax in new specific plans and for lands that
have been rezoned from non-residential to residential land uses. These revenues are growing, and will be
2 major Tevenue source as the newer areas of the City develop.

Job growth remains a vital part of the City's economy. The Ciry’s well-diversified employer base helps
keep the local economy strong. Employment growth increased by over 1,000 in 2007, 10 a total
employment base of 78,900. The City remains strong in medical, manufacturing, regional office, and
retail sectors. '

The City-owned utilities continued to perform well throughout the year. The electric department neared
completion of a gas-fired electric plant. This will serve 10 diversify resources needs and strengthen the
reliability for delivery of electricity. In conjunction with this, the City pre-paid for 20 years of natural gas
for the plant. This will provide index-priced gas at a fixed discount 1o the City and help control the
plam’s operating costs. The water utility is also nearing completion of an expansion of its water
weatment plant to 100 million gallons per day (MGPD}. ’

The long-term outlook for the City's economy is good. The housing market, while slow, continues to
produce new housing, the non-residential sector remains strong, and the existing businesses continue to
perform well overall.

The ecoriomic issues that are likely to affect City services include the length of time to recover sales ta‘x'
growth and the impact of increased regional competition in the sales tax arena. Expanston of the regional
mali and development of the Fountains shopping center should help to stabilize this sector.

Property taxes should continue to grow; however, at a lower pace ‘than experienced in the last ten ye;xrs,
This 1s likely 10 require adjustments in the City’s expenditures to match lowered growth in revenues. The
City is responding to this challenge, and is unlikely to experience unplanned cutbacks in service.

Top Sales Tax Generators by Economic Segment

The chart below provides an overview of the City’s sales tax revenue by economic segment. There were
sectors that experienced increases as well as sectors that experienced decreases in fiscal vear 2007. An
important note is that while automobile sales represens a significant poertion of the City’s tax base, this
segment is less dominant in total sales as the City continues to diversify its sales tax base. Additionally,
used auto sales have become a larger part of total auto sales. Combined, new and used auto sales

comprise 29.1 percent of total sales tax revenues. R
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Major Activity in the Cil

Many of the major activities initiated and completed in fiscal year 2007 are consistent with the City
Council’s direction to focus on projects and funding that provide econumic stability within the
community and enhance the City’s long-term financial condition while maimaining high levels of service
to the ofder parts of the community. Projects were initiated, or neared completion, in:

«  Public works—completian of 2 major interchange to ease traffic and an increase in overall foad
system maintenance
Water—upgrade of the water teatment plant reservoir and replacement of a major storage tank
Wastewater-—ongoing improvement of treatment plant operations
Electric—construction of the electric generation power plant
Downtown Revitalization—construction of a multi-story parking garage

Private development has continued a1 a growing pace in commercial development—up over 25 percem—
and industrial development—slightly increased, but at a much slower pace in business professional
development. This is due in part to the large amount of growth in the business professional area in 2006;
absorption of that additional space is required before a significant amount of new space is added. On the
residential side, single-family development permits are up over.2006. This reflects that commitment to
the area by developers, and the contiruing attractiveness of the area to home buyers, On the multi-family
side, only 10 permits were pulled, reflecting a slowdown based on the current economy and reflective of
the great number of mulsi-family units over the last several years. The table below provides a sunumary
of the City’s major development activity in the 2007 fiscal year.

Development Type Number of Permits New Sguare Feet Occupied
Single-Family Residential 942

Multi-Family Development 16}

Industrial Development 340,523
Commercial Development 452,785

Business Professional 187,215

Pmpésed major annexations to the City continue to be processed for specific plans on the boundaries of
the West Roseville Specific Plan, the City’s newest anmexation area. In addition, the City has processed a
nurmnber of requests to rezone industrial, commercial, and business professional uses to residential land
use. :

‘ACCQUNTING SYSTEM AND BUDGETARY CONTROL

In developing and evaluating the City's accountmg system, consideration is given to the adequacy of
internal accounting contrels, Internal accounting controls are designed fo provide reasonable, but pot
absolute, assurances regarding: (1) the safeguarding of assets against loss from unauthorized use or
disposition; and (2) the reliability of financial records for preparing financial statements and maintaining
accountability for assets. The concept of reasonable assurance recognizes that: (1) the cost of a control
should not exceed the benefits likely to be derived; and {2) the evaluation of costs and benefits requires
estimates and judgments by management.

All internal control evaluations cccur within the above framework. The Finance Deparniment staff
remains committed to improving the City's accounting system; to maintain the City's internal accounting
controls to adequately safeguard assets; and to provide reasonable assurances of proper recording of
finzncial transactions. Budgetary controd is directed by the City Council by ordinance when the budget is
adopted each year. Expenditures may rot legally exceed approptiations at the department level by major
summary category. The City utilizes the encumbrance system as a management control technique to

assist in controlling expenditures. Periodic reports of revenue, expense, and investment activity are
prepared and distributed to the City Councit and City departments to monitor spending in relation 1o the
budget. At fiscal year-end, open encumbrances are reported as reservations of the fund balance. The
City's accounting records are organized and operated on a "fund" basis, which is the basic fiscal and
accounting entity in governmental accounting. Each fund is classified by category and fund type:

Category Fund Type

General Fund, Special Revenue Funds, Debt Service Fund, Capital
Projects Funds, and Permanent Funds

v

Governmental Funds:

Proprietary Funds: Enterprise Funds and Internal Service Funds

Fiduciary Funds: - Agency Funds and Endowment Priva.le-l’l.;l'puse Trust Furd

Govemmenta] Funds: The basic financial statements necessary 1o fairly present the financial position and
operating results from major governmental funds are: the balance sheet, and the statement of revenues,
expenditures and changes in fund balance. These funds are maintained using the modified accrual basis
of accounting, which is more thoroughly explained in the Notes to the Financial Statements.

Proprietary Funds: Generally accepted accounting principles applicable 10 private commercizl business
are applicable to proprictary funds of a government agency. The basic financial statements required to
present the financial position and operating results from major proprietary funds are the statement of net
assets; statement of revenues, expenses, and changes in net asseis; and the statement of cash flows, The
full-accrual basis of accounting is wtilized as explained in the Notes to the Financial Statements.

Fiduciary Funds: Fiduciary funds are used to account for assets held by a government agency acting as a
trustee or agent for individuals, assessment districts, organizations, other governmental units, or other
funds of the same entity. The modified accrual basis of accounting is used as explained in the Notes 10
the Financial Statements.

CASH MANAGEMENT

The City has a formal investment policy, which is subject to annual review and approval by the City
Council. Permitted investments, restrictions on the maturity and percentage of the investments and
categorization of credit risk are discussed in the Notes to the Basic Financial Statements. The City's
portfolio is invested mainly in Federal Agency Issues and U.5. Treasaiy Coupons. The average annual
yield was 4.77% on the City's month-end average investrent balances. This compared with a return of
3.89% in the prior year. As of June 30, 2007, the yield to market of outstanding investrments was 4.93%.
This increase was the result of an overall rising interest rate environment. Investment income includes
changes in the fair value of itvestments. Decreases in fair market value during the current year do not
necessarily represent trends that will continue. The City's policy is to hold investments to maturity, and
to limit sales of securities to those that show gains in market value. .

LONG-TERM FINANCIAL PLANNING -

The City of Roseville has consistently planned its budgets with an eye to the long-term needs of the City.
This is accomplished through the establishment of several funds that serve to direct City revenues to long-
term financial needs. Thls ensures that funding is availzble for needs as they arise. These funds include:

. .. . o
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Operating Reserves: The City maintains an operating reserve in its General Fund of {0 percent of
operating expenses. Additionally, the City attempts to maintain a similar eperating reserve in ali of the
City-owned wtilities. This guards against impacts from sudden changes in revenues.

Rate Stabilization Funds: The Electric Department maintains a rate stabilization fund targeted at a
minimum of 60 percent of operating expenses. This allows the City time 1o react with major changes to
the cost of electricity without having to impose an emergency rate increase. Rate stabilization funds are
also used in the Environmental Utilities to help ease the impacts of rate increases over a period of years.

CIP Rehabilitation Fund: The City has set aside approximately $11 million in a CIP Rehabilitation
Fund for the purpose of maintaining the City's investments in buildings and park facilities. These funds
are used to provide necessary maintenance and improvements to Citv-owned facilities. The Council's
goal is to increase this balance of this fund to at least $25 million, with the long-term purpose of creating
an endowment that will not require annual budget contributions.

Automotive Replacement Fund: The City funds the coss of replacement vehicles over the useful life of
the vehicle. This ensures that monies are available to keep the City’s vehicle fleet properly and safely
operating.

Strategic Improvement Fund: The City developed a fund several years ago that provides Council with
funds that can be used for periodic, strategic investmems on behalf of the City. This fund has been used
to acquire land and has been targeted to fund a portion of a conference center in the City,

Post-Retirement Insurance/Accrual Fund: This fund was set up in 2002 to begin setting aside monies
to address the City's long-term liability for post-retirement health benefits. In addition to one time money
that was transferred into this fund, the City has transferred 3 percent of the total cost of salaries for the
last several years.

INDEPENDENT AUDIT

Each year the Ciry requires an independent annual audit of the City's financial records, the resulis of is
operations, and cash flows. This report inciudes the opinion of the City's independent auditors, Maze &
Associates, for the basic financial statements of the City. In addition, a separately issued document
contains the auditors' reports on the internal control stucture and compliance with applicable laws and
regulations related specifically to the single audit.

AWARD

The Government Finance Officers Association of the United Siates and Canada (GFOA) awarded a
Cenificate of Achievement for Excellence in Financial Reporting w the City of Roseville for its
comprehensive annual financial report for the fiscal year ended June 30, 2006. In order to be awarded a
Certificate of Achievement, a government unit must publish an easily readable and efficiently organized
comprehensive annual financial report. This report must satisfy both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
comprehensive annual financial report continues to meet the Certificate of Achievement Program’s
requirements and we are submitting it to the GFOA to determine its eligibility for another certificate.
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INDEPENDENT AUDITQR’S REPORT QN HwW.marsassociales.com
BASIC FINANCIAL STATEMENTS

Honorable Mayar and City Council
City of Roseville, California

We have audited the financtal statements of the governmental activities, the business-type activities, each major fund, and
the aggregate remaining fund information of the City of Roseville, California (City) as of and for the vear ended Jane 30,
2007, which collectively comprise the City's basic financial statements as listed in the Table of Contents. These
finangial statements are the respousibility of the City's management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards in the United States of America and
the standards for financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement, An audit includes examining on 2 test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit alse includes assessing the accounting
principles used and significant estirnates made by management, as well as evaluating the overall financial statement
presentation, We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fairly in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate remaining
fund information of the City of Roseville, California as of June 30, 2007 and the respective changes in the financial
position and cash flows, where applicable, thereof and the respective budgetary comparisons listed as part of the basic
financial statements for the year then ended, in conformity with generally accepted accounting principles in the United
States of America.

In accordance with Government Auditing Standards, we have also issued our report dated November 9, 2007 on our
consideration of the City’s internal control structure and on its compliance with laws and regulations,

Management's Discussion and Analysis is not a required part of the basic financial statemnents bt is supplementary
information required by the Govemnmental Accounting Standards Board. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of measurement and presentation of the
required supplementary information. However we did not audit the information and express no opinton on it.

Our audit was conducted for the purpose of formmg opinions on the financial statements that collectively comprise the
basic financial statements. The Supplemental Information listed in the Table of Contents is presented for purposes of
additional analysis and is not a required part of the basic financial statements. This information has been subjected to the
ayditing procedures applied in the audit of the basic financial statements, and in cur opinion, is fairly stated in all
maeterial respects in relation to the basic financial statements taken as a whole.

The Introductory Section and Statistical Section have not been subjected to the auditing procedure applied in the zudit of
the basic financial siatements and, accordingly, we express no opinion on thern.

/WLW%%MW
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The following discussion provides readers of the City of Roseville’s financial statements a narrative
overview and analysis of the financial activities of the City of Roseville for the fiscal year ended June 30,
2007, Please read this document in conjunction with the aceompanying Transmittal Letter and Basic
Financial Statements.

.

Even with the slowdown of the housing market, the City has sustained growth in tax revenues. Charges

. for services and commercial development continues to remain strong, The City’s financiul highlights are
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presented below:
FISCAL YEAR 2007 FINANCIAL HIGHLIGHTS
Financial highlights of fiscal year 2007 includs the following:

Entitv-wide:

‘s The City's total net assets were 32,3 billion as of June 30, 2007. Of this total, $1.0 billion were
Governmental assets and $1.3 billion were Business-1ype assets.

* Governmental revenues include pregram revences of $134.0 million and general reverues and
transfers of $133.4 million for a total of $267 .4 million.

+ Govermmental expenses were $163.6 million.

+ Business-fype program revenues, imerest revenue and miscellaneous revenues were $329.1
million white Business-type expenses and transfers were $234.2 million.

Fund Level:
+ Gevernmental Fund balances increased to $248.3 million in fiscal vear 2007, up $30.1 millicn
from the prior year.

+ Governmental Fund revenues tncreased 1o $251.0 million in 2007, up $11.3 million from the
prier year. This was primarily due 1o increases of tax revenues of §10.7 million, $9.0 million in
charges for services, $9.2 million in use of money and property, $2.4 million in subventions and
grants, ahd $1.4 million’in miscellaneous revenues: while there was a decrease of $21.2 millien
in contributions of bond proceeds for Community Facility Districts and other developer
contributions as there were fewer districts formed in 2007. Governmental Fund expenditures
increased to $266.7 million in fiscal year 2007, up $37.1 millien from the prier year. This
increase was primarily due to increases of capital outlay of $18.1 million, public safety of $7.2
million, $2.9 in debt service, $1.6 million in public works, $1.1 million in community
development and planning. $1.9 million in parks and recreation, and $4.8 millien in general
gOVEmTﬂEﬂl.

"« Other Financing Sources provided a net of $45.8 million in fiscal year 2007, up $22.4 million
frorm 2006 due to Redevelopinent bonds issued,
General Fund: :

+ General Fund revenues of $113.2 million were $12.4 million higher than the prior year, with the
largest increases in taxes and use of money and property.

s General Fund expenditures of $125.6 million represented an increase of $15.7 million over the
prior year. The largest increases were in general government, public safety, and parks and
recreation,

« Other Financing Sources showed $13.8 million, a decrease of §2.3 million from 2006, which had
included sate of property of $3.4 million.

¢ The General Fund balance of $65.8 million as of June 30, 2007 is up from fiscal year 2006's

* fund bajance of $64.3 million.

OVERVIEW OF THE COMPREHENSIVE ANNUAL FINANCIAL REPORT
This Comprehensive Annual Financial Report ts divided into six parts:

1} Intreductery section, which includes the Transmittal Letter and general information,

2) Management’s Discussion and Analysis (this section),

3) The Basic Financial $Statements, which include the Government-wide and the Fund financial
statements, along with the Notes to these financial statements,

4) Required Supplemental Information,

5) Combining statements for Non-major Governmental Funds and Fiduciary Funds,

6) Statistical information

The Basic Financial Statements

The Basic Financial Statements comprise the Entity-wide Financial Statements and the Fund Financial
Statements; these two sets of financial statements provide two different views of the City's financial
activities and financial position.

The Entity-wide Financial Statements provide an overview of the City’s activities, and are comprised of
the Statement of Net Asscts and the Statement of Activities. The Statement of Net Assets provides
information about the financial position of the City as a whole, including all of its capital assets and long-
term liabilities on the full-accrual basis, similar 1o that used by corporations. The Statement of Activities
provides information about all of the City’s revenues and all of its expenses, also on the full-accrual basis,
with the emphasis on measuring net revenues or expenses of each the City's major functions. The
Statemnent of Activities explains in detail the change in Net Assets for the year.

All of the City's activities are grouped into either Government Activities or Business-type Activities, as
explained below. The amounts in the Statemnent of Net Assets and the Statement of Activities are
separated into Governmental Activities and Business-type Activities in order to provide a summary of
these two activities for the City.

The Fund Financial Statements report the City's operations in more detail than the entity-wide statements
and focus primarily on the short-term activities of the City’s General Fund and cther Major Funds. The
Fund Financial Statements measure only currem revenues and expenditures and fund balances; they
exclude capita] assets, long-term debt and other long-term amounts.

Major Funds account for the major finaneial activities of the City and are presented individuatly, while
the activities of Non-major Funds are presented in sumumary, with subordinate schedules presenting the
detail for each of these other funds. Major Funds are explained below.

The Fiduciary Statements provide financial information about the activities of the Community Facilities
Districts and certain other entities, for which the Ciry acts solely as agent. The Fiduciary Statements
provide information about the cash balances and activities of these Districts and other entities. These
statements are separate, and their balances are excluded, from the City’s basic financial statements.

The Entitv-wide Financiol Statemenis

Entity-wide financial statements, prepared on the accrual basis, measure the flow of all economic
resources of the City.



The Statement of Net Assets and the Statement of Activities present information about the following:

o Governmental Activities—All of the City's basic services are considered to be govemmental
activities. These services are supported by general City revenues such as taxes, and by specific
program revenues such as user fees and charges.

The City’s governmental activities also include the activities of threc separate legal entities, the
Redevelopment Agency of the City of Roseville, the Roseville Finance Autherity, and the City of
Ruoseville Housing Authority. The City is financially accountable for these entities.

*  Business-type Activifiess—The City’s enterprise activities of electric, water, wastewater, solid waste,
natural gas, golf course, local transportation, and school-age child care are reported in this area,
Unlike governmental activities, these services are supported by charges paid by users based on the
amount of the service they use.

Fund Fingneial Statements

The Fund ‘Financial Statements provide detailed information about each of the City’s most significant
funds, called Major Funds. The concept of Major Funds, and the determination of which are Major
Funds, was established by GASB Statement 34 and replaces the concept of combining like funds and
presenting them in total. Instead, each Major Fund is presented individually, with all Non-tnajor Funds
summarized and presented only in a single column. Subordinate schedules present the detail of these
Non-major Funds. Major Funds present the major activities of the City for the year, and may change
from year to year as a result of changes in the pattem of City"s activities.

In the City’s case, the Redevelopment Agency of the City of Roseville Fund and the Community
CIU Facilities District Projects Fund are the only Major Governmental Funds in addition to the General Fund.

—_
b2 All eight of the City’s Enterprise Funds are reported as Major Funds.
Fund Financial Statements include governmental and proprietary funds as discussed below,

Govemnmental Fund Financial Statements are prepared on the modified accroal basis. This means they
measure only current financial resources and uses. Capital asse1s and other long-lived assets, along with
long-term liabilities, are not presented in the Governmental Fund Financial Statements.

Enterprise and Intenal Service Fund Financial Statements are prepared on the full-accrual basis, and
include zll of their assets and liabilities, current and long-term,

Since the City’s Internal Service Funds provide goods and services only to the City's governmental and
business-type activities, their activities are reported only in total at the Fund level. Intemal Service Funds
may not be Major Funds because their revenues are derived from other City Funds. These revenues are
eliminated in the Entity-wide Financial Statements and any related profits or losses are returned to the
activities which created them, along with any residual net assets of the Intenal Service Funds.

Comparisons of Budget and Actual financial information are presented only for the General Fund and the
Redevelopment Agency of the City of Roseville Fund, as required by GASB 34,

Fiduciary Statements

The City's fiduciary activities are reported in the separate Statements of Fiduciary Net Assets and the
Agency Funds® Statement of Changes in Assets and Liabilities. These activities are excluded from the
City’s other financial statements because the City cannot use these assets to finance its own operations.

[

FINANCIAL ACTIVITIES OF THE CITY AS A WHOLE

This analysis focuses on the net assets and changes in net assets of the City as a whele. Tables 1, 2, and 3
focus on the City's Governmental Statement of Net Assets and Statement of Activities, while Tables 4, 3,
and 6 focus on the City's Business-type Statement of Net Assets and Statement of Activities.

Governmental Activities

Table 1
Governmental Net Assets at June 30
(in Millions)
2007 2006 .

Cash and Investments $32%.2 $298.5
Other Assets 41.6 36.7
Capital Assets 773.1 688.4

Total Assets 1,145.9 1.023.6
Long-Term Debt Outstanding 553 333
Other Liabilities 63.5 67.0

Total Liabilities 118.8 100.3
Net Asscts:

Invested in Capital Assets, Net of Debt 742.8 664.1

Resiricted 177.2 149.8

Unrestricted 107.1 109.4

Total Net Assets $1,027.1 $921.3

The City's govermnmental net assets amounted to $1.0 billion as of June 30, 2007, an increase of $103.8
million over 2006. This increase is the Change in Nev Assets reflected in the Governmental Activities
column of the Siaterment of Activities shown in Table 2. The City’s net assets as of June 30, 2007
comprised the following:

e Cash and invesiments comprised $263.0 million in the city treasury and $66.3 million of
restricted cash and investments. Substantially all of these amounts were held in short tenm
investments in government securities, as detailed in Note 3 to the financial statements.

»  Receivables comprised $16.1 million of which are current, along with deferred receivables of
$2.5 million and netes receivable of $12.5 million that are due over longer periods of time, as
explained in Notes 5 and 6 1o the financial statements,



Capital assets of $775.1 million, net of depreciation charges, includes all of the City's
infrastructure as well as other capital assets used in governmental activities, as discussed in Note
g, .

Current liabilities—including accounts payable, ¢laims, and other amounts due currently—totaled
$48.1 million.

Accrued compensated absence liabilities payable 1o employees of $9.0 million, as explained in
Note 1G to the financial statements.

Long-term debt of $55.3 million, of which $53.7 million is due in firture years and $1.6 million is
due currently, as detailed in Note 9.

Net assets invested in capital assets net of related debt of $742.8 million, representing the City’s
investment in infrastructure andl other capital assets used in Governmental Activities, net of
amounts borrowed to finance that investment.

Restricted net assets totaling $177.2 million, only may be used 1o construct specified capital
projects, for debt service, or for community development projects. The restrictions on these
funds cannot be changed by the City.

Unrestricted net assets is that part of net assets that can be used to finance day-to-day operations
without constraints established by debt covenants or other legal requirements or restrictions. The
City had $107.1 miliion of unrestricted net assets as of June 30, 2007. While these assets are
wechnically unrestricted, most of these assets are designated for a specific use.

]
w Fiscai Year 2007 Government Activities
Seurces of Revenue
Miscellancous and Functional Expenses
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As the Sources of Revenue Chart above shows, $§91.0 million, or 34% of the City’s fiscal year 2007
governmental activities revenue, came from taxes and unrestricted intergovernmental revenues (motor
vehicle-in-lieu), while $109.0 million or 41% came from grants and contributions, $25.0 million, or 9%,
came from charges for services, and the remainder came from a variety of sources, as shown above,

4

‘The Functional Expenses Chart above includes only curremt year expenses; it does not include capital
outlays, which are added to the City's capital assets. As the Chart shows, general government is $30.9
million, or 19% of total government expenses, community development and planning is $13.2 million, or
8%, public works is $42.1 million, or 25%, police is $27.4 miliion, or 17%, fire is $20.6 million, or 13%,
parks and recreation is $17.6 million, or 1t%, and other governmental programs and functions are the
remaining 7%.

The Statement of Activities presents program revenues and expenses and general revenues in detail, All
of these are elements in the Changes in Governmental Net Assets summarized below.

Table 2
Changes in Governmental Net Assets
June 30
(in Millions)
Governmental Activities
2007 2006
Expenses
General Government $30.% $254
Community Development and Planning 13.2 11.8
Public Works 42.1 335
Police 27.4 24.5
Fire 20.6 16.4
Library 36 3.2
Parks and Recreation 17.6 16.1
Housing Assistance Payments 33 30
Interest on Long-Term Debt 4.9 1.9
Total Expenses 163.6 135.9
Revenues
Program Revenues:
Charges for Services 25.0 26.3
Operating Grants and Contributions 12 17
Capital Grants and Contributions 101.8 1835
Total Program Revenues 134.0 147.5
General Revenues:
Taxes/[niergovernmental 910 822
Use of Money and Property 14.2 8.1
Miscellanecus 30 1.7
Gain on Sale of Property 0 2.7
‘Total Generat Revenues 108.2 94.7
Total Revenues 242.2 2422
Changes in Net Assets before Transfers 78.6 106.3
Transfers 25.2 23.6
Change fn Net Assets $103.8 $129.9

As the Sources of Revenue Chart and Table 2 above show, $134.0 million, or 55.3% of the City's fiscal
year 2007 governmental revenue, came from program revenues and $108.2 million, or 44.7%, came from
general revenues such as taxes and interest.
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Program revenues were composed of charges for services of $25.0 million that include permit revenues,
fees, and charges used to fund expenses incurred in providing services: $7.2 million of operating grants
and contributions which include gas tax revenues, housing, and police grants; and capital grants and
contributions of $101.8 mllhon that consist mainly of street project grants, developer impact fees
restricted 1o capital outlay "and, contributions from community facilities districts to be used to build
infrastructure in th(_)se districts, . , - . .

General Revenues-Taxes/Intergovernmental showed an increase of $8.8 million. The majority of this
increase was due 1o property and sales taxes. General revenues are not allocable 1o programs and are used
to pay the net cost of governmental programs.

Table 3 presents the net (expense) or revenue of each of the City's governmental activities, including
interest on long-term debt. Net expense is defined as total program cost less the revenues generated by
those specific activities. .o . N

. L, Table 3
-+ Governmental Activitles o
T June 30 '

{in Millions)
Net (Expense)/Revenyes from Serviges

2007 2006
General Government (323.4) 319.9)
Community Development and Planning .9 PR )]
Public Works (16.6) (14.7)
Police (23.1) 215
Fire (15.8) (13.6)
Library L. GBIy 29
Parks and Rccrealton {8.2) {4.6)
Community Facilities Districts . 130 . 963
Hdusing Assistance Payments R B 0.4 ) . 4,
Interest on Long Term Debt . {49). - T {1.9)
Totals 5(29.6) $11.7

Business-type Activities

The Statement of Net Assets and Statement of Activities present a summary of the City's Business-type
Activities that are composed of the City's enterprise funds.

Table 4
] Buslness-Type Net Assets at June 30
' (In Millions)
2007 2006

Cash and Investments (S1B5.4 §308.5
Other Assets ‘ 3816 ' 158.2
Capital Assets , _ 1,333.4 1,156.4

Total Assets 1,900.4 ' 1,623.1
Long-Term Debt Outstanding 610.5 390.8
Other Liabilities 48.0 85.3

. v

Taral Liabilities 638.5 476.1
Net Assets:.

Invested in Capital Assets,

Net of Debt 938.9 83184
Restricted 34.6 282
Unrestricted 268.4 2804
Total Net Assets ' $1,241.9 31,147.0

The net assets of business-type activities increased to $1.242 billion in fiscal year 2007, an increase of
$94.9 million. Cash and investments decreased $123.1 million, due to increased expenditures for capital
projects; and correspondingly, capital assets have increased $177.0 million. Other assets increased by
$223.4 million due to most part from entering into a prepaid gas contract. Comespondingly, long-term
tiabilities increased by $219.7 million, as bonds were sold for the prepaid gas. Other liabilities decreased
$37.3 million, which includes decreases of $35.0 million for deposits, $4.4 mitlion in uneamed revenue,
and $5.5 million in accounts payable; while increases to accrued liabilities of $4.1 million, due to other
government agencies of $2.6 million, and current portion of compensated nbsences of $1.4 million offset
the decreases.
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Table 5 Table 6
Changes in Business-Type Net Assets Changes in Business-Type Net Assets

June 30 (in Millions)
(in Millions)}
00 Busmess-Type Actvities 006 Net (Expense)/Revenues From Service
2007 2 2007 006
Expenses “
Electric Fund $131.2 $97.1 .
Water Fund 159 18.5 Electric Fuad 513.8 $22.1
Wastewater Fund 289 212 Water Fund 4.4 27.0
Solid Waste Fund 152 14.2 . Wastewater Fund 43.3 13.6
Natural Gas 52 1] Solid Waste Fund 4.7 33
Golf Course Fund 24 2.5 Natural Gas (5.1) 0
Lecal Transportation Fund 54 4.4 Golf Course Fund 0.8 03
Schoob-Age Chitd Care Fund 4.3 4.5 ( Local Transportation Fund 7.4 (3.0
Tatal Expenses 209.0 168.4 School-Age Child Care Fund 03 0.6
Revenues
Program Revenues Taotals $108.8 $63.8
Charges for Services 195.0 161.0 ’
Operating Grants and Contributions 14.3 23 Analyses of Major Governmental Funds
Capital Grants and Contributions 1084 68.9
Total Program Revenues N7 232.2 General Fund
- General Revenues Fiscal Year 2007 General Fund Activity
Use of Property and Money 114 10.6
Total Revenues 32%.1 2428 )
Change in Net Assets before Special Révenucs Expenses
Items and Transfers - 120.1 4.4 Subrennony and” 3 9 money and _—
Provision for Disputed SCS Charpes 00 0.0 Py o Copitaloutay o e
Non-operating Expense (77) 04 1.8 i m sgreements
Transfers (25.2) (23.6) iy vy e
. 14 and misc
Changes in Net Assets $94.9 . $52.6 e Hinlin
Licenacs and
penmits
"
Business-type program revenues, interest revenue, and miscellaneous revenues were $329.1 million while
Business-type expenses and transfers were $234.2 million 2007, Each program is discussed in the
Proprietary Funds section below. 1;:"’
Table 6 summarizes the financial activity of the business-type programs, the detail of which is discussed
under the Proprietary Funds section below, .

General Fund revenues increased $12.4 million this fiscal year due primarily to increases in taxes, use of
money and property, and subventions and grants. Actual revenuss were more than budgeted amounts by
$3.3 million, with charges for services and use of money and property coming in over budgel, but taxes
came in less than targeted. Taxes increased in both property and sales taxes ($7.9 million and $2.1
million, respectively). Property taxes’ assessed valuations rose 6.7%, driven by prior years' coastruction,
which are now oo the tax rolls. Sales tax revenues increased, in part from continued additien of new
retail stores surrounding the Galleria regional mall and the Highway 65 cormridor.
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General Fund expenditures were $125.6 million, an increase of $15.8 million from the prior year.
Expenditures were $29.2 million fess than budget however, as most depariments expended less than
budgeted. The original budget was increased by $7.5 million, $5 million from encumbrances carried over
from fiscal year 2006 and $2.5 million from budget adjustments. The sources of these budget savings
included finance, information technology, planning, public works, police, fire, and central services which
had delays in professional services; police, public works, and parks and recreation which had savings in
salaries with salaries being budgeted at the top step; vacancies; and capital projects anticipated for 2007
that have been carried over to fiscal year 2008.

Other financing sources and uses reported net inflows of $13.8 million in fiscal year 2007, which is
slightly less than the prior year due to a $3.4 million sale of property in 2006.

As of June 30, 2007, the General Fund’s fund balance totaled $65.8 million, including $13.4 million
reserved almost entirely for encumbrances and advances to other funds, $14.7 million designated for
economic reserve and capital improvements and $37.7 million in unreserved, undesignated balances.
Only the unreserved portion of fund balance represents available liquid resources, since the reserved
portion is represented by non-cash assets or by epen purchase orders. The designated portion of fund
balance has been set aside by City Council, which may alter or reverse its decisions with Tespect W
designated fund balances at any time.

Redevelopment Agency of the City of Roseville

This Fund accounts for the Redevelopment (RDA) activity including capital projects in the downtown
redevelopment area funded by tax allocation bonds. The RDA issued $22.945 million ir tax allocation
bonds in 2006. In addition the RDA owes other City funds $13.5 mﬂhtm which will be repaid from
future tax increment revenues.

Community Facilitie! District P;'olects

. 4

“This Fund accounts for capitat expenditures on cormmunity factlities districts in the City. The purpose of

these districts is to finance ‘the construction of capital improvements within the boundaries of each
district, through the contribution of Mello-Roos bond proceeds, The improvements are contributed to the
City, which in tum acqulres a.nd pays for these facilities from the developers who actually construct the
improvements, In fiscal year 2007, the Fund received $71.5 million in such contributions from property-
owners and developers, and expended $68.6 million in capital outlay on facilities in community facilities
districts. The largest projects underway in fiscal year 2007 were improvements to the West Roseville
area. .

Other Gove;'nmental Funds
These funds are not presented separately in the Basic Financial statements, but are individually presented
as Supplemental Information.

Proprietary Funds
Electric Fund

Net assets of the Electric Fund increased $7.2 million in fiscal year 2007 to a total of $282.4 million.
Operating income for fiscal year 2007 is $4.6 million, a decrease of $7.7 million from 2006, due for the
most part from higher purchased power costs. Electric retail sales increased by $10.4 million in 2007.
However, purchased power expenses increased $33.8 million with a corresponding increase of $16.2
million of sale of wholesale power. Rates are anticipated to be increased in fiscal years 2008 and 2009,

Of the fund’s Net Assets of $282.4 million, $156.0 million was mvested in capital assets, $17.1 million
was restricted and $109.3 million was unrestricted.

Water Fund -

Net assets of the Water Fund increased $42.! million in fiscal year 2007. Operating income is $0.3
million, an increase of $4.0 million from the $3.7 miilion loss in 2006, as a 10.5% rate increase was
implemented in April 2007. Operating revenues increased $1.5 million in fiscal year 2007, while
expenses decreased $2.4 million 1o a total of $14.6 million. Rates are anticipated 10 be increased in fiscal
year 2008, Capital connection fees were $8.8 million (a decrease of $0.6 million, as growth has
stabilized), and contributions from developers were $33.6 million in fiscal year 2007, an increase of $13.0
million, while net transfers out were $3.7 million.

As of June 30, 2007, the Fund's Net Assets were $413.3 million, of which $383.2 million was invested in
capital assets, $2.6 million was restricted for debt service and $27.5 million was unrestricted as to use.

Wastewater Fund

Operating revenues increased in fiscal year 2007 $3.4 million to a total of $22.5 million. Operating
expenses increased to $25.3 million, up $1.6 million. The net result was an operating loss of $2.8 millien,
of which $9.9 million was depreciation. Rates are anticipated to be increased in fiscal year 2008. Other
items that affected net assets were: connection fees of $10.4 million (up $4.7 million as non-residentiai
growth increased); capital contributions of $23.4 million and $7.4 million, respectivety, from developers
and South Placer Wastewater Authority; and net transfers out of $4.3 million. The total increase to net
assets was $39.9 miltion for fiscal year 2007 10 a total of $515.6 million. As of June 30, 2007, of the
Fund’s Net Assets, $377.1 million was invested in capital assets, and $138.5 million was unrestricted.

N



Solid Waste Fund

Revenues increased $1.0 million to $18.6 million and expenses increased $0.9 million to $15.1 million in
fiscal year 2007, As a result, net operating income increased minimally 1o 33.5 million. In addition, a
new capital impact fee was established in fiscal vear 2007. The fees collected totaled §1.2 million. Rates
are anticipated to be increased in fiscal year 2008. Net transfers out were $2.6 million. As of June 30,
2007, total net assets were $4.3, an increase of $2.2 million.

Rogeville Natural Gas Financing Aunthority

This fund was created as the financing mechanism to purchase pre-paid namral gas for the recently
constructed Roseville Energy Park (REP), an electric power plant, through the issuance of revenue bonds.
$224.1 million in bonds were issued, which includes $14.7 million in deferred premium, for the purchase
of pre-paid natural gas of $212.7 million, $4.9 million in debt service were expensed as of 2007, The
REP is expected 1o start receiving naturz| gas in earty 2008.

Golf Congse Fund .. . .

Revenues and expenses remained relatively flat in fiscal year 2007 at $3.2 million and $2.1 million,
tespectively. As a result, the Fund’s net assets were stable at $9.2 million. The Fund is financed in part
by advances from other City funds; as a result, it has a deficit in its unrestricted net assets, partially
offsetting the $10.2 million it has invested in capital assets, net of the related debt.

Local Transportation Fund

Net assets of the Fund increased $7.6 million in fiscal year 2007 to a total of $21.1 million. Most of the
increase was due to the increase of subventions and grants of $12.1 million. There was a $4.7 million

:‘] operating loss in fiscal year 2007, but most of the loss was offset by the above mentioned subventions and

grants, As of June 30, 2007, the Fund's Net Assets were $21.1 million, of which $6.9 million was
invested in capital assets and $14.2 million was restricted for use in local transportation.

hool-A. hild Care Fund

Net assets of the Fund remained relatively flat with a slight decrease of $0.04 millien in fiscal year 2007
1w a total of $0.84 million. . Revenues stayed relatively flat and expenses were up $0.4 million. As of June
30, 2007, the Fund's Net Assets were $0,84 million. $0.95 million were invested in capital assets, which
leaves a negative $0.11 million in unrestricted net assets.

CAPITAL ASSETS

In fiscal year 2002, the City started recording the cost of its infrastructure assets and computed the
amount of accumulated depreciation for these assets based on their original acquisition dates.
Infrastructure includes roads, bridges, signals and similar assets used by the entire population. The cost
of infrastructure and other capital assets recorded on the City’s financial statements was as shown in
Table 7 below:

Table 7
Capital Assets at Year End
{in Millions)

Balagce at Balance at

June 30, 2607 June 30, 2006
Governmental Actlvities
Land 5 233 $ 226
Streets (modified) 209.7 166.9
Parks {(modified) 68.9 60,3
Landscaping (modifted) 356 29.4
Construction in Progress 131.7 126,8
Buildings 80.0 799
[mprovements : 4.7 47
Equipment . 57.1 . 526,

' Bike Paths 7.1 7.2
Bridges 494 . 466 .
Culverts 19.7 : 189 '
Curb, Gutter, Sidewalk, & Median Curbs 1293 . 120.7
Drain Inlets 200 ’ 189 ©
Flood Cantrol Improvements 173 T
Soundwall 242 214
Stormdraing ) 62.3 513
Traffic Signats . 20.7 : 18.9
Lesst Accumulated Depreciation ’ (187.0) " ) (175.7)

Governmental Activity Capital Assets, Net $775.1 . $688.4 .
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DEBT ADMINISTRATION

Balance at Balance at
June 30, 2007 Jupe 30, 2006
Business-Type Activities
Lacd $ 161 § 161
Landscaping (modified) 0.6 0.6
Construction in Progress 269.8 163.4
Buildings 17.6 12.0
Improvements 112 11.0
Machinery and Equipment 17.1 16.2
Bike Paths i1 11
Plant and Substations 286.2 2833
Distribution . 929.1 846.5
Less: Accumulated Depreciation {215.4) {193.8)
Business-Type Activity Capltal Assets, Net $1,333.4 31,1564

Detail on capital assets, current year additions and construction in progress can be found in Notwe 8.

The City depreciates all its capital assets over their estimated useful lives, as required by GASB 34,
except for streets, parks and landscaping, which are reported using the Modified Approach allowed under
GASB 34. The purpose of depreciation is (0 spread the cost of a capital asset over the years of its usefui
life so that an allocable portion of the cost of the asset is borne by all users. Additional information on
depreciable lives may be found in Note 8 to the financial statements. The Medified Approach requires
the City to employ an asset management System that maintains a current inventory of these assets,
estimates annual costs to maintain them, and assesses the conditien of the assets in a replicable way.

The City uses a computerized Pavement Management System to track the condition levels of each of the
street sections. The City has adopted a policy of maintaining arteria and collector roadways at an average
Pavement Quality Index (PQI) of 7.5 and residential roadways at an average PQI of 6.5, which means that,
on average, the City's streets must be maintained a1 no less than 76% of pavement o perfect condition.

At June 30, 2007, the City's streets averaged 7.7 PQI for arterial and collector roadways and 8.0 PQI for
residential roadways. The City expended $9.2 million en preservation of its streets in fiscal year 2007,
compared to the budgeted amount of $5.5, and plans to sperd $5.9 miilion in fiscal year 2008.

The City uses a computerized Grounds Management System 1o track the condition levels of each of the
parks and landscaping. The City has adepted a policy of maintaining parks and landscaping at an average
Ground Management Index (GMI) of Level 2, which means that, or averzge, the City's parks and
landscaping must be maintained at no less than 83% of parks and landscaping maintained a: a state-of-the-
artlevel. )
At June 30, 2007, the City's parks and landscaping averaged 2 GMI. The City expended $5.0 million on
preservation of its parks and landscaping i fiscal year 2007, compared 1o the $5.1 budgeted, and plans to
spend $5.3 million in fiscal year 2008.

Table 8

Outstanding Debt
{in Millions)

Governmental Activity Debt:

Certificates of Partitipation:

2003 Public Facilities Bond, 2.0%-5.0%, due 8/1/25

Tax Allocation Bonds

2002 Roseville Redevelopment Project

3%-5.14% due 9/1/33

2006 Roseville Redevelopment Project, Series A
4.5%-5.00% due 9/1/40 - .

2006 Roseville Redevelopment Project, Series A-T
5.31%-5.90% due 9/1/28

2006 Roseville Redevelopment Project, Series H-T
5.31%-6.07% due 9/1/40

Installment Purchase Obligations

Equiptnent

Other Long Term Obligations:

Faothill Blvd. Extensicen, due 4/1/07

Total Governmental Activity Debt:

The City made all scheduled repayments of existing debt. Each of the City's debt issues is discussed in
detail in Note 9 to the financial statements. As of June 30, the City's debt comprised:

Balance at Balance at
June 30, 2007 June 3, 2006

$16.49 $17.13

13.45 Tre 134

13.15 0.0

3.29 Y

6.51 * o0

2.39 2.40

0.0 00

$55.29 $333
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Balance at Balance at

June 30, 2007 June 30, 2006
Business-type Activity Debt:
Certificates of Participation:
1997 Electric System Revenue, 3,6%-5.25%, due 2/1/17 $ 00 £ 033
1999 Electric System Revenue, 4,0%-5.5%, due 2/1/24 LIl 1.63
2002 Electric System Reventte, Variable Rate, due 2/1/24 2539 25.62
Less deferred amount on refunding (2.92) (3.09)
2004 Electric Systern Revenue, 3.0-5.25%, due 2/1/24 3%.61 39.94
2005 Electric Systetn Revenue,Series A, 3.0-5.0%, due 2/1/23 52.90 52.90
2005 Electric System Revenve, Series B, Variable Rate, due 2/1/35 90.00 90,00
2005 Electric System Revenue,Series C, Variable Rate, due 2/1/33 60.00 60.00
2003 Golf Course Project, 2.0-5.0%, due 8/1/23 131 7.63
1997 Water Utility Revenue, 3.9%-5.2%, due 12/1/18 23.35 24.74
Total Certificates of Participation 296.75 299.70
Revenue Bonds:
2000 Wastewater Revenue Bonds,
Series' A, 3.8%-5.5%, due 11/1/27 : : 6.19 7.5¢
2000 Variable Rate Demand Wastewater Revenue Bonds, '
Serics B, variable rate, due 11/1/35 : . ’ 3792 37.92
2003 Wastewater Refunding Revenue Bonds, : '
variable rate, due 11/1/27 50.66 51.01
Less deferred amount ¢n refunding (5.28) (5.54)
2007 Gas Revenue Bonds : ’
variable rate, due 2/15/28 o 20935 40
Add deferred bond premium cost R 1472
Total Revenue Bonds - ’ ‘31356 90.98
Other Long Term Obligations:
Notes, 5%, due 10/1/17 ' o 0.16 0.7
Tatal Business-type Activity Debt: 361047 $390.85

COMMUNITY FACILITIES/ASSESSMENT DlSTRICTS DEBT

Commumty facnlmes districts and assessmem dlsmc:s in dlfferem parts of the Clty have also issued debt
to finance infrastructure and facilities donstruction in their respectlve districts. | As of June 30, 2007, a
total of $404.4 million in community facilities district and’ assessmem district debt was outstanding,
representmg fourteen issues by community facilities districts and one issue by assessment districts. This
debt is secured only by special tax liens and assessments on the real property in the district issuing the
debt and is not the City's resp0n51b1I1ty however, the City does act as the agent in the collection and
remittance of special taxes and assessments for these Districts. Further detail on this debt may be found
in Note 10 to the financial statements,

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This Annual Financial Report is intended to provide citizens, taxpayers, investors, and creditors with a
general overview of the City’s finances. Questions about this Report should be directed to the City of
Raseville at 311 Vemon Street, Roseville, California, 95678.

This Page Left Intentionally Blank
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CITY OF ROSEVILLE

’ STATEMENT OF NET ASSETS
AND STATEMENT OF ACTIVITIES

The purpose of the Statement of Net Assets and the Statement of Activities is to summarize the entire

City’s financial activities and financial position. -

The Statement of Net Assets reports the difference between the City’s total assets and the City's total
liabilities, including all the City’s capital assets and all its long-termn debt, The Statement of Net Assets
focuses the reader on the composition of the City's net assets, by subtracting tota! lisbilities from 1otat
assets and summarizes the financial position of all the City's Governmental Activities in 2 single column,
and the financial position of all the City's Business-Type Activities in a single column; these columns are
fotlowed by a Total column that presents the financial position of the entire City.

The City's Governmental Activities include the activities of its General Fund, along with all its Special
Revenue, Capital Projects and Debt Service Funds. Since the City’s Intemal Service Funds service these
Funds, their activities are consolidated with Governmental Activities, after eliminating inter-fand
transactions and balances. The City’s Business Type Activities include ail its Enterprise Fund activities
and any portion of the Internal Service Fund balances that service Enterprise Funds, Fiduciary activity is
excluded.

The Statement of Activities reports increases and decreases in the City’s net assets. It is also prepared on
the full accrual basis, which means it includes all the City’s revenues and all its expenses, regardless of
when cash changes hands. This differs from the “modified accrual™ basis used in the Fund financial
statements, which reflect only current assets, current liabilities, available revenues and measurable
expenditures,

Both these Statements include the financial activities of the City, the Redevelopment Agency of the City
of Roseville, the Roseville Finance Autherity, and the City of Roseville Housing Authority, which are
legally separate but are component units of the City because they are controlted by the City, which is
financially accountable for the activities of these entities.
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CITY OF RQSEVILLE

STATEMENT OF NET ASSETS
JUNE 30, 2007
Governmeptal Business-Type
Activitics Acliviges Total
ASSETS
Cash and investments w City Treasury (Note 3) 5262.962,965 §134,186,501 $397,149.466
Restricted cash and investeents with fiscal agents (Notwe 3) 66,257,080 51,180,495 117437574
Recervables:
Taxes 1,906 959 34,608 1,541 397
Accounts 1,996,162 24,108 682 26,104,844
Accrusd interest 2919.787 1718839 4,618,646
Do from other government ageacics 9327978 13,001,806 22.419.784
Internal balances {Notz 4Dy 4,058,675 (4,054,676)
Prepaids 86,355 86155
Deferred receivables {(Note 6 2,513.298 639.064 1157262
Notes receivable (Note 5) 12,518,139 12,518,139
Nates reccivable from NCPA (Note 15B) 176,054 176,054
lovepteriss (Nots 11} 1,520,803 RE51.446 10,412.249
Land beld for rodevelopment (Noie 7D) 4,749.958 4,749.958
Prepaid purchased electricity (Note 14) 1.R00,909 1,800,908
Prepaid purchaszd gas (Note 19) 212.661.363 212,661,363
Unamortized 2ond ofigination <osts 1.316,330 1216330
Lovestment 10 NCPA reserves (Note 15) 3,786,593 1786593
[nvestment in SPWA reserves (Nots 16) 115,434,730 115,434.780
Capital asscts (Note 8):
Land and construction in progress 459,163,008 286,508,252 735,671,261
Capital asscts being depreciated, et 305.921 360 1.046 885,157 1.352.806.517
Total assets 1.145.307.559 1.900.362.222 3.046.269.781
LIABILITIES
Accounts paysblc 29,274,881 15,363,004 44637885
Accrued lisbilities 3212494 1,582,520 10805414
Developer agreement payable 51346 51,346
Dhic 10 other pavernments T.5842.330 3,017,133 10,959,453
Depasits 5,565,109 2.610.959 8377062
Uncamed revenucs 2,008,760 8.613,466 18712226
Deferred tabilities : 156,377 136,377
Landfil] closure and post closure lability (Nate 17) 3546209 3.546.209
Compensiled pbsences (Note 1G):
Due within one year 402421 3,983,974 4386395
D in more than one year 1,586,271 2,699,430 11,285,701
S$elf-ingurance clama payable and hiigation settlement (Note 13)
Drse within Of Year . 621,500 621500
Diue in mote thea one year 5,789,500 5,189,500
Loog-ierm Linbilicies (Note 9):
Due within ope year 1.599,591 6,068,758 74639744
Dhie i enove than 0o¢ year 53.654.716 604.409.303 658.104.01%
Total liakilities 113331319 838,461,530 777,292,849
MET ASSETS (Nowe 11)
Invested ip caprtal axsets, net of related debr 742,822.154 538,933,934 L,81,736,092
Restricted for:
Cegneal projects:
Lxpeadable 134,436,899 132436899
Nonexpendable 16,833,979 16,813,979
Debi service 1.477,535 20,156,973 21.834.504
Commumty development projects 24,441,534 24,441,584
Local transportation 14,196,638 14.196.638
Total restricted net assets 177,180.997 34.553.611 211.741.508
Unrestricted net assets 107 064,085 268.411.147 373477.232
Total net aseers $1,027,076.240 $1,241,900,692 32.268.376,932

g cotcs to financial




CITY OF ROSEVILLE
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2007

Net {Expense) Revenue and
Program Revenues Chenges in Net Assers
Operatmg, Capitat
Chargesfor  Grantsand  Graots and Governmental Businews-ype
FunctionsPrograms. Expcnses Services Contributions _ Contributions Activites Activities Toal
Gorverameatal Activities:
General government $30.929.747 51,980,445 3125932 53462172 (523.360,173) (521,360,178}
Community development and planning 13,171,341 3,343,270 1,401,618 38811 (1,877,648 {1877 648}
Public works 42070,11% 9,246 665 96482 15,108,160 (16,618,811) (16618811}
Police 27,440,631 2,246,493 639444 1,266,589 (23,138,005) (23,138,005)
Fire 20,572,207 1,305,547 910,750 2,314,147 (15,841,723) (15,341,723}
Library 1552614 pativall 191090 16,041 {3.110.250) {3,110.250)
Parks and recreahon 17,834 887 4,167,718 40,059 5230512 (8,196,597} (8,196,597}
Community facilitica districts 13,020,933 73020933 71020933
Housing aaaistance payments 3.328.656 3,790,836 462,230 462,230
Interest on foag-term debe 4.520,776 {4.920.775) {4.920.776)
Toal Govammental Actvrties 163,620,984 2502531 1,246,321 181,768,467 (29.580,825) (29,580,825
Bisiness-type Astivitics:
Electric 131,224,888 130,264,008 14,792387 $13.831,600 11,831,600
Water 15,855,579 14,938,663 1,858,419 42437157 43,403,662 41,408 662
Wasiewnter 28,948,611 22,455,643 50,023,669 43,530,703 43,530,703 This Page Left Intentionally Blank
Solid Waste 15.182,39% 18,575,154 102,421 1153426 4,648 646 4,648,645 .
Netural Gas 5,152,447 (5.152.447) (5,152,447 f
Qolf Course 2,351,603 3,162,637 811,034 E11,034
Local Transporiation 5,410,630 732,826 12075393 27199 1.431,788 7.431.788
School-age Cluld Care 4.325.366 4,845,460 281,984 302,078 102078
Total Busineds-type Activitica 208.951.516 194,981,525 14,328,217 L08. 453,338 108.812 064 LDS B12.084
Total 5372572500 §220.006,3%6  $21.5743518  $210.222.305 (29,580,825 108.812.064 79,231,239
o T —— T R— S ————
1 Geperal revenues:
b Taxer .
— Property taxes | 38757491 38,737,491
Sales mxes . . 471,143 ) - 44,772,743 '
Franchise taxes 1,429,158 1,429,155
Motor fel taves 1,999,542 1,999,541
rther taxes : 3.529.485 3525485
Intergovommental, imresmcted:
Mator vehicle in liew | . 365,119 565,19
Use of moncy iad propetty 14,208,032 11,359,783 15562315
Miscellaneous revenmes 2926467 2928467
Trunafera (Noie 4) - BN 25,223,287 (25.221.297)
‘ L)
Total genetel revenues and transfers 133,391,931 €13.863.514] 119528417
Change in Net Avsets 103,811,106 94,948,350 198,759,656
Wet Assets-Beginnicg ‘ ' 923,265,134 1 146952,142  _ 2,070211,2%6
Net weti-Ending . $1.027.076.240 $1.241.900,692 2_,263_976,932
. A m——

Sec accompanying notes to financial staleracnty
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FUND FINANCIAL STATEMENTS

Major funds are defined generally as having significant activities or balances in the current year.

The funds described below were determined to be Major Funds by the City in fiscal 2007, Individual
non-major funds may be found in the Supplemental section.

GENERAL FUND

The General Fund is used for all the general revenues of the City not specifically levied or collected for
other City funds and the related expenditures. The General Fund accounts for all financial resources ofa
governmental unit which are not accounted for in another fund,

REDEVELOPMENT AGENCY OF THE CITY OF ROSEVILLE FUND

The Redevelopment Agency of the City of Roseville Fund accounts for all activities of the Agency,
including 1) tax increment allocations set aside for the purpose of increasing or improving housing for
low-income restdents; 2) the accumulation of property taxes for payment of interest and principal on the
Redevelopment Agency tax allocation bonds issued in 2003; 3) capital projects connected with downtown
redevelopment funded by property tax increment revenues,

This Page Left [ntentionalily Blank

COMMUNITY FACILITIES DISTRICT PROJECTS FUND

This fund is used to account for specific public improvements such as streets, sewers, storm draips,
Ep sidewalks or other amenities funded by special assessments against benefited properties.
t
(3]
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CITY OF ROSEVILLE

GOVERNMENTAL FUNDS
BALANCE SHEET
JUNE 30, 2007
' Commimity
N Facilities Other Total
Redevelopment Dutrict  «  Governmental Governmental
General Agency Projects Fundy Funds
ASSETS
Cash and ipvestments in Caiy Treasury (Note 3) $36.750,561 $8.547,654 59,848,403 $127.589.411 $202.236,039
Restrieted cash and investments with fiscal agents (Note 3) - 23,676,458 39713778 2,826,844 66,217,080
Receivables:
Taxes 1,358,162 348827 1906939
Accounts 17713719 207.648 1,985,027
Accrued interest 1,296,653 160,293 242,062 1,856,930 4655839
Duc from other government agencics 6,608,756 2,704,267 9313023
Due from other funds {Nate 4B) 2,183,406 250,000 2433406
Advances o other fimds (Note 4C) 7,655,536 4,150,000 11,903,536
Prepaids 86355 86355
Deferred receivables (Note £) 1615 2,516,683 2,518,298
Noges receivable (Note 5) 126,123 225249 10,139.067 12,518,139
Inventories {Note 11} 570,390 B 570,330
Land held for redevelopment (Note 7D) 4.749.958 4,749,958
Total Assets $79.114916 $39,716,14¢ 549,804,244 $152.440.850 $321.096,179
LIABILITIES
Accounts payable 54,507,003 $1.492.353 116,255,426 §6,661,691 $28.918.473
Accrued liabilities . 2,068,349 10,433 185071 2,262,853
Due 10 other funds {Note 4B} 990,000 1303230 2,293,230
Due tc other government agencics 20286 7922044 M2 330
Developer agreement payable 51,346 51,346
Advances from other fupds (Note 4C) 12,534,737 500,000 13,034,737
Deposnts 4,959,503 6,608 600,000 5,566,109
Deferred revenoe 1361312 3,252,949 . $379.618 9393879
Deferred lisbilities . 3.011.620 359467 3,371,087
Total Lishlines 13316453 20,350,044 16255426 22914121 72834044
FUND BALANCES {Note 11)
Reacrved for:
Advanees 7.653,536 4,250,000 11,995,536
Inventorics 570,390 570390
Encumbrances 4,981,242 nes9 . 4.990,36% 19,300,430
Capital projects 13548 818 33548818
Deferred receivabies and notes receivable 126,123 26992 153,118
H 86,353 86,335
. Low and moderate income houging 3385277 3,385,277
Delt texvice 23,769.447 1477.335 25.246,982
Unreserved.
Designated for soonOTUC TEEcLve 12,498,500 12.498.500
Reported in Capital Prejects Funds:
" Derignated for carryover of capital improvement projects 2,184,196 20,128,123 11312319
Unreserved, undesignaizd, reported wn: . .
Geperal Frmd 37,654,141 37,694,141
Special Revenue Funds (8.095.434) §1.821.731 73,726 291
Permanent Funds 16.833.97% 16,833,979
TQGTAL FUND BALANCES 65,798,483 19,386,105 131,548,818 129.528.728 248.262,13%
Total Liabilitier and Fund Balances 579,114,936 $39,736,149 549,804,244 $157,340,850 $3121,096.17¢

Sea accompanying notes to financial satcments
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CITY QF ROSEVILLE
Reconciliation of

GOVERNMENTAL FUNDS -- FUND BALANCE

with the Governmental Activities
NET ASSETS
JUNE 30, 2007

TOTAL FUND BALANCES - TOTAL GOVERNMENTAL FUND
Amounts reported for Governmental Activities in the Statement of
Net Assets are different from those reported in the Governmental Funds
above because of the following

CAPITAL ASSET:

Capital assets used in Governmental Activities are not current agsets or financial resources

and therefore are not reperted in the Governmental Funds.

ALLQCATION OF INTERNAL SERVICE FUND NET ASSET
Internal service funds are not governmental fimds. However, they arc used
by management to charge the costs of certain activities, such as insurance and
central services and maintenance, to individual governmentat funds.
The net current assets of the [nternal Service Funds are therefore included

in Govemnemental Activities in the following line itermns in the Statement of Net Assets.

Cash and invesiments

Accounts receivable

Accrued interest

Dug from other government agencies
Inventories

Accounts payable

Accrued liabilities

Self-insurance claims payable
Compensated absences

Incernal balances

ACCRUAL OF NON-CURRENT REVENUES AND Es(PENSE:
Revenucs which arc deferred on the Fund Balance Sheets, because

they are not available currently, are taken into revenue in the Statement of Activities.

LONG-TERM ASSETS AND LIABILITIE
The assets and liabilities below are not due and payable in the current period and
therefore are not reporcted in the Funds:
Long-term debt
Interest payabie and other acorued Liabnlities, inclisded in accrued liabilities
Non-current portion of compensated absences

NET ASSETS OF GOVERNMENTAL ACTIVITIE!

*  See accompanying notes 1o financial statements
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$248,262,135 - ...

775,084,369

60,766,926
11,135
1,634,935
14,955
950,413 *
(588.865)
(42,781)
(6,411,000}
(339,565
5,047,701

7,295,119

(55,285,707)
(906,860)
(8,416,670}

$1,027,076,240



CITY OF ROSEVILLE

GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES [N FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 2007

REVENUES
Taxes
Licenses and pernuts
Charges for services
Sobventions and grants
Use of monty and property
Fines, forfeitures and penalties
Contributicns from property owners
Contribitions from developers
Miscellaneous revenues

Total Revenucs

EXPENDITURES
Crrent:
Greneral government
Community development and planning
Public works
Public safery:
Police
Fire
Library
Parks and reczeation
Housing assistance paynasnts
Capital outlay
Payments under development agreements (Note 7A}
Debt service:
Principal retirement
imterest and fiscal charges

vz-9

Totat Expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Proceeds from issuance of boads (Note 9)
Transfers in (Nete 4A)

Transfess (out) (Note 44)
Total Other Financing Sources (Uses)

NET CHANGE IN FUND BALANCES

Fund balances a1 begianing of period

FUND BALANCES AT END OF PERIOD

Redevelopment Community
Agency of the Facilnies Orther Total
City of Dusmet G | G 1]
Genexal Roseville Projects Funds Funds
$80.837.720 $6.737.370 35,925,127 $93.500,227
2,762,383 2,762,383
17,817,204 22,484,621 40,301,823
2983171 106,623 9,655,126 12,744 920
3,549.717 1,353,209 51,607,885 8432388 16,943,196
918,024 1,440,718 2358742
71,488,795 T1.488,795
605,891 845 3.984 980,339 1,591,059
3,748,628 62.083 1,398.154 4,077,258 9.286,123
113,223,238 8,260,130 76,498,818 52,995,584 250,977,770
28621,122 1.699.757 29720819
5029833 3.242,564 3,689,082 11,961,479
13,563.220 3,334,664 16,947,884
28,988,754 28.988.754
19,977,075 2642 20,719,718
3,508,834 12,000 3,520,834
14,885,622 3,069,460 17,955,082
3,328,656 3,328,656
9,035,596 11,614,800 68,606,144 36.160.534 125,426,074
2,396,314 2396314
154,893 275,000 776,910 1,206,803
16,713 2,154,657 2,352,155 4,523,725
125,577,976 17,287,021 58,606,144 55,215,061 266,696,202
(12,354,738) (9.026,891) 7.892,674 {2.229477) (15,718.432}
270,524 22,945,000 23,215,524
23,944,594 5,597,668 400,000 24,284,956 §4227228
(10,374,335) (230,933} {3.112,936) (17932052 (31,650,256)
13.840.783 28.311,738 (2.712.936) 6.352.914 45,792,436
1,468,045 19,284,844 5,179,738 4,123,437 30,674,064
64,312,438 101,26} 28,369,080 125,405,292 218,188,071
565,798,483 519,386,105 531,548.818 3248,262,135

See accompanying notes 10 financial statements
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5129,528,729

CITY OF ROSEVILLE
Reconciliation of the
NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS
with the
CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES
FQR THE YEAR ENDED JUNE 30, 2007

The schedule below reconciles the Net Changes in Fund Balances reported on the Governmental Funds Statement of
Revepues, Expendituzes end Changes in Fund Balance, which measures only changes in current assets and curent
Lisbilities on the modified sccrual basis, with the Change in Net Asscts of Govarnmental Activities reporied in the
Statement of Activities, which ia prepared o the full accrual basis.

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS §30,074,064

Amounis reported for governmental activinias in the Smement of Acrvities
are different because of the following:

CAPITAL ASSETS TRANSACTIONS

Governtrental Funds report capital outlays as expeaditures. Howevez,
in the Sttement of Activities the cost of those zsscts is capitalized and allocsied over
their estimated useful lives and reported as depreciation £apense.
The capital putlay expenditures are therefore added back to fund bakance 99,875,126

Deprecianon expense is deducted from the fund balance
{Depreciation expense i5 net of internal service fund depreciation of
3,798,375 which has already been allocated to sexviced funds.) {12,590,000)

Loas on rearement of capisal wssets (Internal service fund retirement of $32,037 has already
baen deducted from capital assers) (2,506,319}

LONG-TERM DEBT FROCEEDS AND PAYMENTS
Bend proceeds provide cument financial resources to governmenial funds, bin
issning debit increases long-term liabilities in the Statement of Net Assets.
Repayment of bond principal is an expenditure in the governmental funds, but
in the Statement of Net Assets the repayment reduces long+term linbilities.

Proceeds from the issuance of debt and capital assets kre deducted from fund balance (23,.215,524)
Repayment of debt principal is added back w fund balence 1,210,026

ACCRUAL OF NON-CURRENT ITEMS

The amounts below included in the Statement of Activitics do not provide or (require) the use of
cwrent financial resaurces and therefore are not reported a1 revenue or expenditures in

goverameptl fimds (net ehange):
Long-term compensated absences (1,261,245)
Interest payable and accrued lisbilities, inchoded in accrued Labilities (197,051)
Deferred revenues 1,684,900

ALLOCATION QF INTERNAL SERVICE FUND ACTIVITY

Intemal Servico Fends are used by managsment to charge the costs of certain activities,
such as equi i and 1o indjvidual funds.
The portion of the net revenue (expense} of these Internal Service Funds arising out
of their transactions with governmental finds is reported with governmental activitics,
because they service those activitics.

Change i Net Assets - All Internal Service Funds 11,337,129
CHANGE [N NET ASSETS OF GOVERNMENTAL ACTIVITIES 303,841,106

See accompanying notes to financial statements
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CITY OF ROSEVILLE
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2007

Variance with

Budgeted Amounts Final Budget
Actual Amounts Positive
Original Final Budgetary Basis _{Negative
REVENUES
Taxes 380,480,790 $82,504,670 580,837,720 (31,666,950}
Licenacs and permits 4917810 2917810 2.762.883 {154.927)
Charges for services 14,664 517 16,250,317 17,817,204 1,565,887
Subventions and grants 1.805917 3,385,183 198,171 {402.012)
Use of money and property 1,763,780 2,083,750 3,549,717 1,455,967
Fines, forfeinmes and penaltiey 11,500 TFLE500 918,024 206,524
Contributions from developers 2,000 2,000 605,891 603,891
Miscellaneous revenues 1.647,L7¢ 2,050,244 3,748,628 1,658,384
TOTAL REVENUES 105,991,784 109,955,474 113,223,238 3.267.764
EXPENDITURES
Current: .
General goverument B .
Council
Salaries and benefits 18,340 44220 41,860 2,360
Operating services and supplies 424,110 415,110 358,626 56,484
City attorney R .
Salaries and benefity 1,280,944 1,180,944 988,399 192,545
Operanng services and supplies 196,715 192,077 118,706 (26,629)
Cny manager .
Salaries and bencfits 1,700,186 1,700,186 1,594,734 105 452
Operating services and supplies . 415,540 400,795 . 287,510 . 113285
Finance .
Salarics and benefits 5.635381 5,627,381 5,387,013 240,368
OQperating services and supplies 2,063,160 2,042,690 1,541,601 501,089
Human rezources
Salaries and benefirs 1,7L5249 1,692,799 1,643,234 49,565
4 Operanng services and supplies 772,190 sIs 657,137 114,778
Information technology . "
Salaries and benefits 4288146 4,288,146 4,030,581 257,565
Operating services and supplies 2,992,142 2,920,627 2072149 843478
Caty clerk
Salaries and benefits 692,929 692,929 549,530 43,399
Operating services and supplics 273,586 272,186 174,626 97,560
Economic development .
Salarics and benefity 305,001 295,001 314,460 (19,459)
Operating services and supplies 177,524 184,999 . 137,143 (2,144}
Central services ‘
Salanes and benefits 3,518,679 3,509,339 3297506 211,833
Operating services and supplies 3,966,508 6,482,51% 4,576,307 1.906212
Comemmity development and planning :
Housing -
Salarias and benefits 197,858 197,858 153,376 (55,518}
Openating services and supphes 152,430 150,08¢ 108,247 41,833
Community development . L. -
Salaries and benefity 1,337,722 1,332.722 1,162,738 174,983
Operating services and supplies 372473 365,403 320,72% 44 674
Planning
Salaries and benefits 2,585,616 2,586,616 2,304,013 282,603
Operating 3ervices and supplics 1,184,182 1,437,737 850,729 557,008
{Continued)
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CITY OF ROSEVILLE
GENERAL FUND
STATEMENT QF REVENUES, EXPENDITURES
AND CHANGES TN FUND BALANCE
. BUDGET AND ACTUAL . - “
FOR THE YEAR ENDED JUNE 30, 2007

- ! Varikiee with
Budgetcd Amounts Final Budget
. . Acqual Amounts Ponthive
. Oriw' 1 Final Budgetary Basis (Negative
Public works
Salanes and benefits £11,215,198 311,202,448 .$9,404,100 $1,798,348
Operating services and supplies | 5.219.785 5193732 4,159,120 1,034,612
Public safety
. Potlice .
Salaries and benefits 23,904,172 24,381,859 23,854,743 527,116
Operating services and supplies 5426895 T 5,990,667 5,134,001 856,656
Fire
Salaries and benefits 16,951,844 17,522,449 17,762,980 (240,831)
Operating services and supplics 2915718 2,972,622 2,214,095 758,527
Library
Salaries and benefits 3122703 3,122,103 2,715,536 407,167
Operating services and supplies 1,0:40,245 1,107,985 193,208 314,687
Parks and recreation
Salaries and benefits , . . 10,760,445 10,715,865 9,835,805 280,060
Opttating services and supplics : 5158220 5,265,371 5,043 817 215,554
Capital outlay 21,444,518 25,302,300 9,035,596 16,267,204
Paymenits under development agreements ' 2,311,230 2,396,314 2,396,314
. Dbt service; . . . . . .
Principal 13,735 154,893 154,891
Intevest and fiscal charges 670,606 670,606 16,713 653,893
TOTAL EXPENDITURES 147,309,625 154.789.593 125,571,976 20,241,617
OTHER FINANCING SOURCES (USES)
Froceeds from capital lease 270,524 . 270,524 - 270,524
Transfers in 22,865,470 26,398,931 25,544,594 (2,454,337)
Transfers (o1} . . 15.295,819) 11.815.160) (10,374,335) 1,440,825
Total Other Financing Scurces (Uses) 17,846,175 14,854,295 13,840,783 ¢1,013,512)
NET CHANGE IN FUND BALANCE ' 1823 475,666) 5529.979‘824! 1,486,045 £31,465.869
. Fund balance at beginning of year 64,312,438
Fund balance at end of yea B 363,798,483

See accompanying notes to financial statements
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CITY OF ROSEVILLE

REDEVELOPMENT AGENCY OF THE CITY OF ROSEVILLE

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2007

MAJOR PROPRIETARY FUNDS

Budgeted Amounts Varlanee
. Positive
Original Final Final (Mepative)
REVENLJES :
Taxes $6.118 %90 15,322,728 S6.T3T 30 $214 650
Subvenriens and grants 1,604,316 2,508,460 106,622 (2,401,343}
Use of money and property 158,210 158,310 1.353.209 1,194,899
Contribunicns from developers 850 845 {5}
Miscelisnecos revenuss 1.610 62,083 60473
Total revenues 7.881.516 9.191.956 §.260.130 (931.826)
EXPENDITURES
Community development and planning
Community services
Salanies apd benefits - 879,399 840,369 42,118 - 418251
Operating services and supplies 1,587,109 553,590 972242 418.25)
Pass-through payments 1,806,940 1,620,540 1,848.204 (227,664)
Capital outlay . . 14,116,584 11,614,800 2,501,784
Debt serace:
Prncipal 275,000 1273.000)
Interest and fiscal charges 521,000 1.100,810 2.134657 (1.053,747)
Total expenditutes 4,794,438 18,232,393 17,287,021 945,172
OTHER FINANCING SOURCES (USES)
Proceeds from issuapce of bonds 22,995,000 22,945,000
Trensfers in 1223780 1,850,000 5,597,668 1,747,668
Transiers out (2.467,07%) 1555,159) (230,933) 324,226
Total Onbser Fusanking Sourves {Uses) {1.241,295) 24,239 341 28314738 4071 854
NET CHANGE IN FUND BALANCE 51843773 515,199,404 19.284.844 $4,085.440
T
101.261

Fund balance at beginning of year

Fund balaace at ead of yea:

See accompanyng sotes 1o Gnancial statements
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§19.386,108

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

: !
The concept of major funds established by GASB Statement 34 extends to Proprietary Funds. The City
has identified the funds below as major proprietary funds in fiscal 2007.

GASB 34 does not provide for the disclosure of budgst vs. actual comparisons reganting proprietary
funds that are major funds.

ELECTRIC FUND

This fund accounts for all financial transactions relating to the City’s Electric service. Services are on a
user charge basis to residents and business owners located in Roseviile,

WATER FUND

This fund accounts for alt financial ransactions relating to the City’s Water service. Services are on a
user charge basis to residents and business owners located in Roseville.

WASTEWATER FUND

This fund accounts for all financial transactions relating o the City's Wastewater Collection and
Treatment. Services are on a user charge basis to residents and business owners located in Roseville.

SOLID WASTE FUND

This fund accounts for all financial transactions relating to the City’s Solid Waste service. Services are
o a user charge basis 1o residents and business owners located in Roseville.

ROSEVILLE NATURAL GAS FINANCING AUTHORITY

This fund accounts for financing and purchasing pre-paid natural gas for the generation of power for the
Roseviile Energy Park.

GOLF COURSE FUND

This fund accounts for all financial transactions associated relating to the development, operation and
maintenance of the City’s public golf courses. ’

LOCAL TRANSPORTATION FUND

This fund accounts for the activities associated with the operations and maintenance of the City's public
transit activities and has particular emphasis on serving the elderly and the handicapped.

SCHOOL-AGE CHILD CARE FUND

This fund accounts for the receipt of parem fees and State grants used 1o finance child development
programs,

k1)
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OPERATING REVENUES
Charges for services
Sale of wholesale power
Other

_ Towl Operating Revetnes

OPERATING EXPENSES
Purchased power
Operations
Adminisation
Depraciazion and amorization
Claims expense

Total Operating Expenses
Operating [ncome {Loss)

NONOPERATING REVENUES (EXPENSES)
Interest and rents revenus
Interest and fiscal charpes (expenas)
Cost of issuance
Amonization of band premium
Subventions and grants
Increase (decrease) in NCPA reserves
Increase (decrease) in SPWA reserves
Other

Net Nonoperaling Revenues (Expenses)

Incomme {Loss) Before Contributions
and Transfers

" Capital contributions - connection/impact fecs
Contribution in aid of construction
Capita] contributions from developers
Capita] contribwtions from SPWA member agencies
Transfers in (Note 4A)
Transfers {on1) (Note A}

Change in net msets
Total nel assets-beginnmg

Total net assets-ending

CITY OF ROSEVILLE
PROPRIETARY FUNDS
STATEMENT OF REVENUE, EXPENSES
AND CHANGES IN FUND NET ASSETS

FOR THE YEAR ENDED JUNE 30, 2007

Business-type Activities-Enterprise Funds

_Smaseit0

N N Solid Roseville Naturel Gas
Electric Water Wastewater Waste Financing Authority
$111,715,45%0 $13,621,055 $22,312,214 518,144,018
17,247,459
1.30].149 1,315,610 143,431 431,176
130,264,098 14,918,665 22455645 18,575,194
102,413,597
14,330,023 4,531,198 14,790,805 14,317,012
2,461,590 4,045,133 626,047 606,492
6,496,179 6,054,317 9.870.725 193,112
125,701,385 14,630,648 15284,177 15116517
4,562,709 308,017 (2,412.532) 1.458.577
7,007,226 2,134,244 720,043 169933 3255457
(2,800,756) (1224931} {3.660.434) {65,778 (4,135,505)
(1,752,852)
nsse
1,268,419 102,421
1,777,634
B,856 468
(2,722,740)
3,261,364 2,977,732 5,926,087 206,576 (4,896,990)
7,824,073 3,285,743 3,093,555 3,665,153 {4,896,500)
8,820,363 10,408,763 1,153,426
7,409,833
5,604,920 33,636,794 23398144
7,350,294
30.000 1,284,676 623,143
(13,671,556) (4,903,841} (4,341,427} (3,211,040}
7,197,270 42,063,741 39,909,329 2,231,282 (4,806,590)
275,189,140 371,274,500 475,721,702 2,056,860
5413,318,650 §515.637,031 34,288,142 (54,896,990}

See accompanying notes to financial statements
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Governmental
Activities-
Golf Local’ School-Age Internal Service
Course Tran: ticn Child Care Totls Funds
£3,148 466 $631,633 $4,645.450 174,420,436 $21,919,180
L7247 459
14,071 108,193 3313,63¢ 2,581,208
3,162,637 739826 4,845 460 194,981,525 14,506,388
102,413,597
1,604,474 4,191,390 4,797,282 58,562,185 13,748,421
494 953 8,234,815
447,050 724,287 14523 23,801,133 3,789,375
1,516,411
2,052,454 5,410.63¢ 4,811,805 193,011,730 19,054,207
1,110,173 {4,670,804) 33,655 1.962,795 5.452,181
216,658 652,110 4,102 11,359,783 2,985,944
(299,139} {13,361} ¢12,200,104)
(1,752,852)
735910
12,075,393 281,984 14328217
L1763
8,866,468
(2,722,740} 252,679
82,431) 13,721,503 272,525 20392316 3.238,623
1,027,692 8,056,609 306,180 22,362,111 8,690,804
20,382,552
1,409,833
27,199 62,667,057
13502%
1,112,300 28,52% 3,079,247 5359712
(169,043} (1,570,547} (375.090) (28,302.544) (2.713,387)
RS8,64% 7,625,051 (40,362) 94,948 550 11,337,129
831,113 13,506,983 877,435 1,146,952,142 65,887,309
$9.171,762 §21,132,634 5817,053 $1,241.900,692 577224 458
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CITY OF ROSEVILLE

PROPRIETARY FUNDE
STATEMENT OF CASH FL.OW!

FOR THE YEAR ENDED FUNE 10, 2007

Businesse-type Ackvibes-Enterprise Funds Governmental
Activibes-
Solid Roseville Natural Gas Golf Local School-Age Internal Service
Electric Waier Wastewaler Wasie Financing Awthority Conse Tram iom Child Care Touls Fundy
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts fram customers 591,410,867 514,059,865 21944318 , SI7.289.819 $3.0%6.826 (33813037 S4818197 149,368,855 §21.922.882
Paymenis 10 meplicrs ME129.714) 1939.335) {10,127.9%2) (10,774 831 (5208527 343) (1732400 t3.930.0a8) (739.902) {352,922,662) (11297.876)
Payments 10 employecs (943330} 16395873) 14.962.483) (4.518,100) (726.495) (40043451 120.850.629) {1.943,046)
Claums paid QAT
Other receipa 1.301.149 1.315.610 143,231 331176 14071 108,193 3311630 2537.208
Net eash provided by aporatmg acus itics (32.866,028) R040.267 6,992,284 3118061 1208527343y 1238490 iRI6LI8TY 539580 (230.102.806) 7,691,157
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
tncrease) dacrease in due from other funds (1.504) (1890 (28,506} 438,200) {394.599)
Tncroase {decreasey in due 1o other fnds 200,000 7890 1.304 219,213 418,627 133,737
iIncrease) decrease i wdvance 1o othey fupds 205,500 1500500 125%4,500) 459,500
Increast (decrtase) in edvances from siber funds. 200,000 (2053000 (127.000) 11200003 1252,500)
Teansfera i 38,000 1284676 623,743 1,113,300 28,528 1419,247 53872
Transfess (aus) 113.671.550) (4.861.841) 4341420 £3,211.040) (168,643 (1.570,547} LIT5.0904 (2. 102.544) 12713387
Cash Flows from Nemeapral
Fusancing Activities (13.243,060) {1.679.165) (4 143417 (27849077 1.304 (296.043) 1987.053 (347,329 {23.37%.870) 2.Ad.963
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Capial contribunions 13,014,753 3360674 7% 46,678,744
Acquisition and coanstructmn of capyal atsats, e 1R 599.604) {71,665 540) (309,384} (960,981) (243,120 11,776,583} {159.945.615) (6,100,929
Transfer of commecuon fres s SPWA (7.624.321) (7,624.321)
Change in restricicd assets 118,667,949 ™ 110,643,177} [Pt 108,022,672
Principal payments on capital debt 11,400,000) {LA05.823) (320,000} [EAFERIRH
interest paid on capital debt (2,628,915) 1,124,930y (63,7751 (209,139} 13.218.262)
Subvenuons and grants 169,625) 1.843.839 (1376024} 210814 505518 243,366 2928045
Conneetion foes 8.520.351 10,408,763 1,153,426 20362552
Other (17227400 (1722.7408 252670
Cash Flows from Capial und Relaed
Finmncmg Actvites 39361858 428975606} {1900, 3661 137481 {10.645.177) (902481 1.306.331 243,166 14800 (5.R4H.230)
CASH FLOWS FROM INVESTING ACTIVITIES
Procesds from noc-capital detd 24804115 22 R0 T8
interen paid on non-capial debt (4.RE8.357) (5,488,357}
Trerest and dividends 6,768,045 2.504.134 675.907 155,137 255457 200823 STR.693 3007 L4343 2692386
Casty Floras from Favesting Acivities 6.764.085 21505134 675907 155137 219.371.216 200621 STR 69 3007 230,057,102 2492286
Ne increase {decrease) in cash
and cash equivalents 320,435 23,1103y 1633408 535,772 340,849 {5.464 }a} 52994 (25,100,768} 7.182.856
Cash and investumnt o begimiing of petiod 78.755.760 56,322,008 11.627.998 2.181.190 1471357 138940181 IENTTR 159207268 S3.5R4070
Cash and imveuments a2 end of perioc 379276615 527.211.615 $13.281.406 11,716,962 51312246 38515861 5391710 £134.1%6.501 560.766.926
—— T SECESSITE | TSN WE—— S ——
NONCASH TRANSACTIONS:
Contribuzion af SPWA capnial ussets 1o Cily 15694621 . $15.698.821
Princrpal rewrement of SPWA Revenue Bonds (1.146,987) (1.746,942)
Interest on SPWA Revenue Bonds (3.07.198) (.670,150)
Comtribution of capaial assets from deselopent 23368144 21,398,144
Reurcmeni of capital assets 18138.762) ($1.448.248) 22,508) {530,645 t1.640,166)
RECONCILIATION OF OPERATING INCOME (LOSS}TO
NET CASH FROVIDED BY OPERATING AUTIVITILS. ‘
Operating incamy {los) $4,562,709 $308,037 S2EIIN 3458577 SLA10aM (54670504 $33.635 1969795 | $5.452.181
Adjustinenits La réeoricsle eperating income
100t ¢sh prowidded by pperaing scuvites:
Thpreciation and arontizalien 6,496,179 4054017 9.870,725 19312 » MG TN 14523 23,501,122 3,780.315
Changt in asstts and lisbilines: o .
Rectivabley, net (235578H9) 4312819 1361.898) 1254,199) (R2.k55) 10,202 (B0.K35) 12699.830 169.417)
Inventones. {1.713.766) 670,648 14092y 29747 (1.017,463)
Preguids purchased gas 18212,661.363) T - (212,661,363 620324
Ascounts and other payables 139.634.328) 574475 126879 1199.178) 4,132,820 (136818 I8.945 33938 (34,873,065} 12,098.406)
Dreferred revenue 119.778) 3458 S26RG 13472.0061
Nct cash provided by operaling activibe (532,866,078} 040,267 36,992 204 $3228.061 203,527,543y 51.338.490 13RI3462.287) 551950 5230.102.806) 17.693.753

See accompanying neles to financial Aalemets
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FIDUCIARY FUNDS ]

FIDUCIARY FUNDS

Fiduciary funds are presented separately from the Government-wide and Fund financial statements. The
City had the following types of fiduciary funds in Fiscal 2007:

Endowment Private-Purpose Trust funds are used to account for trust arrangements under which principal
and income benefit private organizations.

Agency funds are used 10 account for assets held by the City as an agent for individuals, private

organizations, and other governments. The financial activities of these funds are excluded from the City-
wide financial statements, but are presented in separate Fiduciary Fund financial statements.

4]
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CITY OF ROSEVILLE
STATEMENT OF FIDUCIARY NET ASSETS

Agency
Funds

FIDUCIARY FUNDS
JUNE 30, 2007
Endowment
Private-Purpose
Trust Fund
ASSETS
Cash and investments in Treasury (Note 3) $2,251,422

Restricted cash and investments with fiscal agents (Note 3}

Accounts receivable

Accrued interest receivable 27,621
Due from other government agencies

Deferred receivable

$196,546,701
51,685,766
160,654
2,090,470
4,624,110
62,966

Total Assets 2,278,443 $255,170,667
LEABILITIES

Accounts payable 5,133,092
Accruad liabilities 306,288
Due to other government agencics 13,014
Due 10 member agencies 185,290,250
Due to bondholders 62,337,426
Due o others 2,090,597

Total Liabilities

§255,170,667

NET ASSETS

Held in trust for private purpose $2,278,443

See accompanying notes to financial statements
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CITY OF ROSEVILLE
ENDOWMENT PRIVATE-PURPOSE TRUST FUND
. STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2007-

H . L . oo H

ADDITIONS ]
IC’omribulions from developers . . 5108653
" Contributions from the City ' ’ © 736940
Investment income 106,498
' Total additions : ST 252091
DEDUCTIONS : 4
Payments in accordance with trust agreements 2,243
P .
Change in net assets . . . 249,848
Net assets - béginning 2028 595
Net assets - end " , $2278.443
, . . -
See accompanying notes to ﬁnanci;al statements -
Tatag
. .
ot H v
‘i . . ,
e t
- ©h
. et
FEYE TN 't
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CITY OF ROSEVILLE
Notes to Basic Financial Statements

lNOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 1

The City of Roseville was incorporated on April 10, 1909 under provisions of Act 279, P.A.
1909, as amended (Home Rule City). The City operates under the Council Manager form of
government and provides the following services: public safety (police and fir¢), highways and
streets, sanitation, water, solid waste, electric, local transportation, school-age child care, golf
course, parks recreation, public improvements, planning and zoning, library, general
administration services, redevelopment and housing.

The financial statements and accounting policies of the City confonn with generally accepted
accounting principles in the United States of America applicable 10 govemments. The
Governmental Accounting Standards Board {GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. Significant accounting
policies are summarized below:

Reporting Enrity

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

The Redevelopment Agency of the City of Roseville is a separate government entity whose
purpose is o prepare and implement plans for improvement, rehabilitation, and development of
cerlain areas within the City. The Agency is controlied by the City and has the same goveming
board as the City, which also performs all accounting and administrative functions for the
Agency. The financial activities of the Agency have been included in these financial statements in
the Redevelopment Agency of the City of Roseville Special Revenue Fund.

The Roseville Finance Authority is a separate government entity whose purpose is to assist with
the financing or refinancing of certain public capital facilities within the City. The Authority has
the power to purchase bonds issued by any local agency at public or negotiated sale and may sell
such bonds to public or private purchasers af public or negotiated sale, The Authority is
controlled by the City and has the same governing body as the City, which alse performs all
accounting and administrative functions for the Authority. The financial activities of the
Authority are included in the Roseville Finance Authority Debt Service Fund and Capital Projects
Fund.

The City of Roseville Housing Authority is a separate govemment entity whose purpose is to
assist with the housing for the City’s low and moderate income residents. The Authority is
controlled by the City and has the same goveming body as the City, which also performs all
accounting and administrative functions for the Autherity. The financial activities of the
Authority are included in the Housing Authority Section 8 Special Revenue Fund.

Financial statements for the Redevelopment Agency may be obtained from the City of Roseville

at 311 Vernon Street, Roseville, California, 95678. Separate financial statements for the
Roseville Finance Authority and Roseville Housing Authority are not issued.
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WOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) |

The California Joint Powers Risk Management Authority, the Local Agency Workers'
Compensation, Excess Joint Powers Authority, the Roseville-Placer County Civic Center
Improvement Authority, the Highway 65 Joint Powers Authority, the Disaster Recovery Joint
Powers Authority, and the South Placer Wastewater Authority are not included in the
accompanying basic financial statements because they do not meet the above financial
accountability criteria as these entities are administered by goveming boards separate from and
wholly independent of the City,
EE
Basis of Presentation

The City’s Basic Financial Statements are prepared in conformity with accounting principles
generally accepted in the United States of America. The Government Accounting Standards
Board is the acknowledged standard sefting body for establishing accounting and financial
reporting standards followed by governmental entities in the U.S.A,

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

Government-wide Statements; The Statement of Net Assets and the Statement of Activities
display information about the primary government, the City and its component units. These
statements include the financial activities of the overall City government, except for fiduciary
activities, Eliminations have been made to misimize the double counting of internal activities.
These statements distinguish between the governmental and business-rvpe activities of the City.
Governmental activities generally are financed through taxes, intergovernmental revenues, and
other nonexchange transactions. Business-type activities are financed in whole or in part by fees
charged to external parties.

The Statement of Activities presents a comparison berween direct expenses and program revenues
for each segment of the business-type activities of the City and for each function of the City's
governmental activities, Direct expenses are those that are specifically associated with a program
or function and, therefore, are clearly identifiable 10 a particular function. Program revenues
include (a) charges paid by the recipients of goods or services offered by the programs, (b) grants
and contributions that are restricied to meeting the operational needs of a particular program and
(c) fees, grants and contributions that are restricted te financing the acquisition or construction of
capital assets., Revenues that are not classified as program revenues, including all taxes, are
presented as general revenues.

Fund Financial Statemenrs: The fund financial statements provide information about the City's
funds, including fiduciary funds and blended component units. Separate statements for each fund
category—governmental. proprietary, and fiduciary—are presented. The emphasis of fund
financial statements is on major individual govemmental and entesrprise funds, each of which is
dtsplayed in a separate column All remaining governmental funds are aggregated and reponcd
as nonmajor funds,

Proprietary fund operating 'tevenues, such as charges for services, result from exchange
transactions associated with the principal activity of the fund. Exchange transactions are those in
which each party receives and gives up essentialty equal values. Nonoperating revenues, such as
subsidies and investment earnings, result from nonexchange transactions or ancillary activities,

h N et
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lNOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) ]

C

Major Funds

Major funds are defined as funds that have either assets, liabilities, revenues or
expenditures/expenses equal 10 ten percent of their fund-type total and five percent of the grand
total. The General Fund is always a major fund. The City may also select other funds it believes
should be presented as major funds.

The City reported the followmg major govemmental funds in the accompanying financial
statements: ' v B

General Fund - This is used for all the general revenues of the City not speciﬁcnlly levied or
collected for other City funds and the related expenditures. The general fund accounts for all
financial resources of a governmental unit which are not accounted for in another fund.

Redevelopment Agency - The Redevelopment Agency Fund accounts for ail activities of the
Agency, including 1) tax increment allocations set aside for the purpose of increasing or
improving housing for Jow-income residents; 2) the accumulation of property taxes for payment
of interest and principal on the Redevelopment Agency tax allocation bonds issued in 2003; 3)
capital projects connected with downtown redevelopment: funded by property tax increment
revenues.

Community Facilities District Projects Fund - This fund is used to accoumt for specific public
improvements such as streets, sewers, storm drains, sidewalks or other amenities funded by
special assessments against benefited properties. !

The City reported all its enterprise funds as major funds in the accompanymg f nnncml
statements:

" ' ¢
Electric Fund - This fund accounts for all financial transactions relating to the City’s Electric
service. Services are on a user charge basis 10 residents and business owners located in Roseville.

Water Fund - This fund accounts for all financial transactions relating to the City’s Water
service. Services are on a user charge basis to residents and busmess owners located in Rosev:lle

Wastewater Fund - This fund accounts for all ﬁmmc:a! transactions relating to the Clty H
Wastewater Collection and Treatmeni. Services are on a user charge basis to residents and
business owners located in Roseville. '

. : .- * . .

Solid Waste Fund - This fund accounts for all financial transactions relating to the City's Solid
Waste service. Services are on a user charge basis to residents and busmcss owners located in
Roseville. Lo

Raoseville Natural Gas Financing Authority - This fund accounts for financing and purchasmg
pre-paid natural gas for the generation of power for the Roseville Energy Park. .

Golf Course Fund - This fund accounts for all financial transactions sssociated'relating to the
development, operation and maintenance of the City's public goif courses.

Local Tramsportation Fund — This fund accounts for the utiviﬁes associated with the
operations and maintenance of the City’s public transit activities and has particular ernphasi§ oo
serving the elderly and the handicapped. . .o
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EOTE 1 - SUMMARY OF SIGN[FICANT ACCOUNTING POLICIES (Continued) l

School-age Child Care Fund - ThlS fund accounts for the receipt of parent fees and State grants
used to finance child development programs.

The City also reports the following fund types:

Interpal Service Funds. The funds account for autemotive services, automotive replacement,
worker's compensation, general liability, unemployment reserve, vision, dental, section 125, post
retirement,: and central stores; all of which are provided 1o other departments on a cost-
reimbursenient basis.

Fiduciary Funds. The Endowment Private-Purpose Trust Fund and the Agency fands are used to
account for assets held by the City as an agent for individuals, private organizations, and other
governments. The financial activities of these funds are excluded from the government-wide
financial statement, but are presented in separate Fiduciary Fund financial statements.

-Basis of Accounting

‘The governmeni-wide, proprietary, and private-purpose trust fund financial statements are

Tepotied using the economic. resources measurement focws and the full accrual bosis of
accounting, Revenues are recorded when earmed and expenses are recorded at the time liabilities
are incurred, Tegardless of when the related cash flows take place.

Governmental funds are reponted using the current financial resources measurement focus and
the modified accrual basis of accounting. Under this method, revenues are recognized when
measurable and available. The City considers all revenues reported in the govemmental funds to
be available if the revenues are collected within sixty days after year-end. Expenditures are
recorded when the related fund ljability is incurred, except for principal and interest on general
long-term debt, ciaims and judgments, and compensated absences, which are recognized as
expenditures to the extent they have matured. General capital asset acquisitions are reported as
expenditures in governmental funds. Proceeds of general long-term debt and acquisitions under
capital leases are reported as other financing sources.

Those revenues susceptible to accrual are property, sales and franchise taxes, certain other
intergovernmental revenues, certain charges for services and interest revenue. Fines, licenses and
permits, and charges for services are not susceptlble 10 accrual because they are not measurable
until recewed in cash.

Non—exchaﬂge ua.nsactmns, in which the City gives or receives value without directly receiving
or giving equal value in exchange, include taxes, grants, entitlements, and donations. On the
accrual basis, revenue from taxes is recognized in the fiscal year for which the taxes are levied or
assessed, Revenue from grants, entitlements, and donations is recognized in the fiscal year in
which all eligibility requitemenis have been satisfied.

The City may fund programs with a combination of cost-reimbursement grants, categoncal block
grants, and general revenues. - Thus, both restricted and unrestricied net assets may be available to
finance program expenditures. The City’s policy is to first apply restricted grant resources to
such programs, followed by general revenues if necessary.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING FOLICIES (Continued) l

The City follows Statements and interpretations of the Financial Accounting Standards Board and
its predecessors that were issued on or before November 30, 1989, in accounting for its business-
type activities, unless they conflict with Government Accounting Standards Board
pronouncements.

Revenue Recognition For Electric, Water, Wastewater, and Solid Waste F| urm’s

Revenues are recognized based on cycle billings rendered to customers.- All res1dent1al and
commercial utility customers are billed once per month. There are twenty billing cycles per
month which include all types of customers, based on their location within the City, Revenues
for services provided but not bilted at the end of a ﬁscal year are accrued. .

Contributions of cash or assets to proprietary funds ﬁ'om state and federal agencxes developers
and others are recorded as revenue.

Property Tax

Placer County assesses properties and it bills, coltects, and distributes property 1axes two the City.
The County remits the entire amount levied and handles all delinquencies, retaining interest and
penalties. Secured and unsecured property taxes are levied on July 1 of the preceding fiscal year.

Secured property tax is due in two installments, on November 1 and February 1, and becomes a
lien on those dates. [t becomes delinquent on December 10 and April 18, respectively.
Unsecured property tax is due on July |, and becomes delinquent en August 31. Coliection of
delinquent accounts is the responsibility of the county, which retains all penalties. .

The term “unsecured™ refers 1o 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 vear they are ‘assessed provided they become available as
defined above.

Compensated Absences

Compensated absences comprise unused vacation leave, vested sick pay and certain compensated
time off, which are accrued as earned. The City’s liability for compensated absences is recorded
in various Governumental funds or Proprietary funds as appropriate. The liability for compensated
absences is determined annually. For all governmental funds, a liability of these amounts is
reported only if they have matured, for example, as a result of employee resignations and
retirernents.  The remaining portion is recorded as a liability in the Statement of Net Assets.
Proprietary funds’ liability for compensated absences is recorded in each proprietary fund.
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[NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) |

The changes of the compensated absences were as follows:

Governmental Business-Type
Activities s Activitics A Total
Beginning Balance $7,594,950 55,103 984 $12,708,934
Additions 1,626,199 1,632,525 3,258,724
Payments (232,457) (61,15) (295.562)
Ending Balance 38,988,602 56,683 404 $15,672.096
Current Portion $402,421 $3.983.974 54,386,395

Compensated absences are liquidated by the fund that has recorded the liability. The long-term
portion of govermental activities compensated absences is liquidated primarily by the General
Fund and the Redevelopment Agency of the City of Roseville Special Revenue Fund.

Postemployment Heath Care Benefits

The City provides health care benefits for 347 retired employees and spouses based on negotiated
employee bargaining unit contracts. Substantially, all of the City’s employees hired before
January 1, 2004 may become etigible for those benefits if they reach the normal retirement age
and have a minimum five years of service while working for the City, Employees hired after
January 1, 2004 may become eligible for those benefits if they reach the normal retirernent age
and have years of service credit that range from 10 to 20 years with the City's contributions
ranging from 50% to 100%, respectively. The cost of retiree health care benefits is recognized as
an expenliture as health care premiums are paid. For the year ending June 30, 2007, those costs
totaled $2,512,642,

Inventories

Inventories are valued at cost, using the weighted-average method. Inventories of the General
Fund consist of expendable supptiés held for cohsumprion. The cost is recorded as an
expenditure in the General Fund at the time individual inventory items'are consumed. Reported
General Fund inventories are equally offset by a fund balance reserve which indicates that they
do not constitute available spendable resources even though they are a component of net current
assets. Inventories of the Enterprise Funds consist primarily of merchandise held for internal
consumption.

New Funds
The FEMA Special Revenue Fund, the Bike Trail/Open Space Maintenance Fund, the Roseville
Natural Gas Authority Enterprise Fund, the Diamond Creek Community Facilities District #1

Agency Fund, and the Fountains' Community Facilities District #! Agency Fund were established
in fiscal year 2007.
(SR
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l NOTE 2 - BUDGETS AND BUDGETARY ACCOUNTING |

A Budgeting Procedures

The City foltows these procedures in establishing the budgetary data reflected in the financial
statements:

1. The City Manager submits to the City Councit a proposed budget for the fiscal year
commencing the following July 1, The budget includes proposed expenditures and the
means of financing them. : -

2. Public hearings are conducted to obtain taxpayer commeants,
3. The budget is legally enacted through passage of a minute order and erdinance,
4. The City Manager or designee is authorized to apply prudent menitoring procedures to

assure that actual expenditures/expenses of the City do not exceed the appropriations by
department of the major summary categories (salaries and benefits, operating services
and supplies, capital outlay, and capital improvement projects) in conformance with the
adopted policies set by the City Council. Additional appropriations or interfund transfers
ot included in the original budget ordinance require approval by the City Council.

5. Expenditures may not legally exceed budgeted appropriations at the department level by
major summary category within each fund,

6. Formal budgetary integration is emi}loyed as a management control device during the
year.

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

(GAAP) for all governmental funds, Budgets are adopted for all governmental funds,

The following funds are budgeted on a project basis. Such budgets are based on a project
time frame, rather than a fiscal year “operating™ time frame, whereby unused
appropriations continue until project completion: :

i Special Revenue Funds

l. Traffic Mitigation

2. State Gasoline Tax

3 Park Development * A

4. Pleasant Grove Drain Basin

5. Tree Propagation - . N
ii. Capital Project Funds .

+ 1. Community Facilities District 4
2. Building :
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NOTE 2 - BUDGETS AND BUDGETARY ACCOUNTING {Continuedu

B.

Encumbrances

Under encumbrance accounting, purchase orders, contracts and other commitments for the
expenditure of monies are recorded in order fo 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
reservations of fund balances since they do net constitute expenditures or liabilities and are
reappropriated in the following year. Unexpended appropriations lapse at year end and must be
reappropriated in the following year.

Excess of Expenditures or Expenses over Appropriations

The Funds below incurred expenditures in excess of their budgets in the amounts below. Sufficient
resources were available within each departmen fo finance these overages.

Fund Department __Amount
Gencral Fund:
Housing
Salaries and benefits 555,518
Economic development
Salartes and benefits 19,459
Operating services & supplies 2,144
Fire
Salaries and benefits 240,531
City altorney
Operating services & supplies 26.629

Redevelopment Agency
Special Revenue Fund:
Community development and planning

- Pass-through payments 227,664
Debt gervice: ”

Principal 275.000

Interest and fiscal charges 1,549,547

B
Community Block Granty HOME

Special Revenue Fund:
Community services

Opcrating services & supplies 433,994
Housing
Salaries and banefits 13,527
Housing Authority Section 8
Special Revenue Fund:
Housing
Salaries and benefits 390,863
Operating services & supplies 44,241
Housing assistance payments 3,128,656
Affordable Housing -
Special Revenue Fund: Housing
Operating services & supplies 53,386

Roseville Financing Authority
Special Revenue Fund:
Debt service:
Interest and fiscal charges 1,537,912
Genern! government 936,494

[NOTE 3 - CASH AND INVESTMENTS

The City pools cash from all sources and all funds, except certain specific investments within
funds and cash with fiscal agents, so that it can be invested a1 the maximum yield, consistent with
safety and liguidity, while individual funds can make expenditures at any time.

The City and its fiscal agents invest in individual investments and in investment pools. Individual
investments are evidenced by specific identifiable pieces of paper called securities instruments, or
by an electronic entry registering the owner in the records of the institution issuing the security,
called the boek entry system. Individual investments are generally made by the City’s fiscal
agents as required under its debt issues. In order to maximize security, the City employs the
Trust Department of a bank as the custodian of all City managed investments, regardless of their
form.

The City's investments are carried at fair value instead of cost, as required by generally accepted
accounting principles. The City adjusts the camrying value of its investments to reflect their fair
value at each fiscal year end, and it includes the effects of these adjustments in income for that
fiscal year.

Classification

Cash and investments are classified in the financial staternents as shown below, based on whether or
not their use is restricted under the terms of City debt instruments ot agency agreements.

Cash and investments in City Treasury SJ§7,147,962
Restricted cash and investments with fiscal agents 117,439,078
Total City cash and investments with primary government 514,587,040
Cash and investments in Fiduciary Funds (Separate statetnent) - 250,483,890
Total Cash and Investments $765,070,930

Cash and investments as of June 30, 2007 consist of the following:

Cash iz bank and on hand §35,236,082
Investroents 729,834,848
Total Cash and Investments _ S765070.930

Cash and investments with original maturities of three months or less are treated as cash and
equivalents for purpose of preparing Proprietary Fund statements of cash flows. Also, each
Proprietary Funds™ portion of the City's overall cash and investment pool is treated as cash and
equivalents since these amounts are in substance demand deposits.
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B.

Investments Authorized by the California Government Code and the City's Investment Policy

The City’s Investment Poticy and the California Government Code allow the City to invest in the
following, provided the credit retings of the issuers are acceptable to the City; and approved
percentages and maturities are not exceeded. The table below also identifies certain provisions of

the California Government Code or the City’s Investment Policy where it is more restrictive:

CITY OF ROSEVILLE
Notes to Basic Financial Statements

[ NOTE 3 - CASH AND INVESTMENTS (Continued) |

C. Invesiments Autherized by Debt Agreements

The City must maintain required amounts of cash and investments with trustees or fiscal agents
under the terms of certain dett issues. These funds are unexpended bond proceeds or are pledged
reserves to be used if the City fails 1o meet its obligations under these debt issues. The California
Government Code requires these funds 1o be invested in accordance with City resolutions, bond
indentures gr State s1atuies. The 1zble below identifies the investrment types that are authorized for
investments held by fiscal agents. The table also identifies certain provisions of these debt

Minimum Maximum Maximum -~
Maximum Credit Percentage Investment
Autherized Investment Type Maturity Quality Allowed In Cne [ssuer
U.S. Treasury Obligations 5 Years None Nene None
U.S. Agency Securities 5 Years None None None
Mortgage Pass-Through Securities 5 Years Nene 20% None
Forward Delivery Agreements (A) N/A A None None
Local Agency Bonds 5 Years None None None
Repurchase Agreements 30 days None None None
Bankers' Acceptances 180 days Nong 4% W%
Commercial Paper 270 days A-l 25% 10% {B)
Medium-Term Notes 5 Years AA 30% None
Collateralized Time Deposits S Years None Nene None
Negotiable Certificates of Deposit 5 Years AA 30% None
Local Agency Invesiment Fund (LAIF) N/A None Nong None
Insured Saving Accounts . N/A None None None
Money Market Mutual Funds N/A Nene 20% 0%
Shares in a California Common Law Tru N/A None None None
Interest Rate Swaps (C) WA None Nons None
(A) In specified fund accounts where liquidity is not the primary investment objective, the
maximum maturity can be up to ten years with granted express authority by the City Council.
Such investments cannot be made less than three months following the approval of extended
investrent terms. All longer-term investments must be Federal Treasury or Agency securities.
The specified fund accounts are:
+ Citizens Benefit Permanent Fund
* Roseville Aquatics Complex Maintenance Permanent Fund
» Endowment Private-purpose Trust Fund
*  All future trust and/or endowment funds established by the City with no anticipated use
of principal
(B) Eligible Commercial Paper may not represent more than 10% of the outstanding paper of an
issuing carporation.
(C) [Interest rate swaps may only be used in conjunction with enterprise fiund debt or investments, not

the General Fund, Currently, the City does not participate in any Forward Delivery Agreements.
Pursuant to its function as custodian and investment manager of the South Placer Wastewater
Authority, the City invested certain Authority funds in Forward Delivery Agreements which are
investments with fixed maturities and which bear interest at a variable rate. To hedge against
changes in shori-term interest rates, the Authority entered into a swap agreement to create a
synthetic fixed interest rate on ore of the Forward Delivery Agreements. Risks associated with
the Forward Delivery Agreement and associated swap agreement are those of the Authority and
ot those of the City. Details of the swap agreement and associated risks may be found in the
Basic Financial Statements of the Authority.
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agreements:
Minimum
Maximum Credit
Authorized Investment Type Maturity Quality
U.S. Treasury Obligations N/A None
U.S. Agency Securities N/A None
Certificates of Deposit N/A - 30 days None to A-1
Titne Depaosits . N/A - 30 days None 10 A-1
Repurchase Agreements Nfa None to A
' Bankers' Acceptances N/A - 270 days None to A-1

Money Market Funds N/A None te Aam-G
Taxable Governmental Money Market Portfolio N/A None
Commercial Paper (A) £80-270 days A-lto AA
Special Revenue Bonds NiA AA
Pre-refunded Municipal Obligations N/A AAA
Municipal Obligations N/A AAA
Common Law Trust N/A None
California Asset Management Pool (CAMP) N/A None
Lawful Investment N/A None
Investment Agreements N/A Atto AA
Local Agency Investment Fund (LAIF) N/A None
Placer County Investment Pool N/A None

(A) Maximum investment in one issuer of Commercial Paper is 10% of the outstanding bond
proceeds.
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.

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value
of an investment. Normally, the longer the maturity of an investment, the greater the sensitivity
of its fair value to changes in market interest rates. The City also manages its interest rate risk by
holding most investments to maturity, thus reversing unrealized market gains and losses.

I[nformation about the sensitivity of the fair valoes of the City’s investments {including
investments held by bond trustees) to market imterest rate fluctuations is provided by the

CITY OF ROSEVILLE
Notes to Basic Financial Statements

[ NOTE 3 - CASH AND INVESTMENTS (Continued) |

following table that shows the distribution of the City’s investments by maturity or earliest call

date:

Remaining Maturity (in Months)

12 Months 131024 25-60 More Than
Or Less Mounths Months 60 Months . Total

U.5. Govemnment Securilies £10,426.299 842,525,445 512360760 $65.712,504
Federat Agency Securities 85,462,187 172,858,675 113,060,629 $11.099.152 382,480,643
Corporate Nates 9,309,945 19,677,169 4,923,010 33,910,124
Forward Delivery Agreement 56,013.059 8.908.460 64.921.519
Forward Purchase Agreement 10,644,515 10,644,515
Commercial Paper 15,843,305 15,843 305
Guaranteed Investment Contracts 54,151,583 14,686,650 3,024,659 26,163,922 97,426,854
Repurchase Agreement 4,505.395 4,905,395
Maoney Market Mutual

Funds {U.S. Securities) 23,707,335 23,707,338
Local Agency [nvestment Fund 16.355,741 16,355,741
California Asset Management Pool 11.852.902 11.852.902
Collateralized Time Deposits 2,074,011 2,074,011
Total Investments §229,183,30% $249.547.979 $189.382.117 $61.721.444 $720,834.848

The City is a participan! in the Local Ageney Investment Fund (LAIF) that is regulated by
California Government Code Section 16429 under the oversight of the Treasurer of the State of
California. The City reperts its investment in LAIF at the fair value amount provided by LAIF,
which is the same as the value of the pool share. At June 30, 2007 the fair value was $7,444 less
than the City's cost. The balance is available for withdrawal on demand,-and is based on the
accounting records maintained by LAIF, which are recorded on an amortized cost basis. Included
in LAIF's investment portfolio are collateralized mongage obligations, mortgage-backed
securities, other asset-backed securities, loans to certain state funds, and floating rate securities
issued by federal agencies, government-sponsored enterprises, United States Treasury Notes and
Bills, and corporations.
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E. Credir Risk
Credit risk is the risk that an issuer of an investment will not fulfill its obligation 1o the holder of
the investment. This is measured by the assignment of a rating by a nationally recognized
statistical rating organization. Presented below is the actual rating as of June 30, 2007 for each
investment type as provided by Standard and Poor’s investment rating systeny:
AAA Ad AA- At Al+ Total
Invesmmenes:
Federal Agency Securities $182,480,643 \ $382,480,653
Corparate Notes 2,758,062 $13,537,427 S17,614,625 33,910,124
Forward Delivery Agreement 56,043,05% 763,494 $1.,738.566 4921,51%
Forweard Purckase A greement 10,644,515 10,644,515
Commercinl Paper 515,843,305 15,843,305
Guarznteed Investment Contracts 68,396,189 11,540,576 17,490,007 97,426,834
Reparchese Agresments 4,505,395 4,905,395
Money Market Mutual Fupds
(U 8. Securities) 23,707,335 23707335
Totals $477,342,229 596,640,974 $24,784,129 £19,279,051 $15,843,305 633,839,690
Exempi from Credit Rate Disclosure: .
U.5. Government Sccuritics 65,712,504
Not Rated: :
Local Agency [nveatment Fund 16,355,241
Califonia Asset Management Pool L1.852902
Collateralized Time Deposits 2,074,011

F.

Tatal Investments

Concentration of Credit Risk

Investments in any one issuer, other than U. S. Treasury securities, money market mutual funds,
California Loeal Agency Invesiment Fund, and California Asset Management Pool, that represent
5% or more of total Entity-wide investments are as follows at June 30, 2007:

729834848

Investment
Issuer Type Amount
Federal Home Loan Bank Federal Apency Secarities . §137,220,680
Faderal Natlcnal Morigage Asseciation Federal Agency Securities 121,713,275
Federal Home Loan Mottgage Comporation Federal Agency Securities 96,990,702
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[ NOTE 3 -CASH AND INVESTMENTS (Continued) | [NOTE 4 - INTERFUND TRANSACTIONS |

Investments in any one issuer that represent 5% or mote of total investments by individual funds A Transfers Among Funds

were as follows at June 30, 2007: With Council approval, rescurces may be transferred from one City fund to another. Transfers

! ’ o between funds during the fiscal year ended June 30, 2007 were as follows:

" Fund Issuer Investment Type Amoutt

Fund Receiving Trinsiers Fund Making Transfera Tranaferced

Majer Gavernmenial Funds:

6¢-H

Redevelopment Agency of City of Roseville

Wells Fargo

Investment A greement

$23,023,496

General Fund Redevelopment Aginey of the Cify of Rassvlle $111320 (A}

Major Enserprise Funds: Commapsty Facitities District Projects TR T
Elecrric AIG Ivestment Agreement 10916558 Noa-Major Guveriinental Funds 3596190 BIC)

: FSA Capiat Minsgemmen: Invesiment Agreement 17523228 i Esierprer b . O

i Federal Home Loan Morigagé Corporation  Federal Agency Secuntics 10,786,643 ster Enterprise Fund LRSS (E)

Fedoral Home Lona Hank Federat Agency Securit 20,285.559 Westcaates Eaterprun Fund LMaETS  (E)

i L] o XY ities 285.5: Sold Wastc Emerprise Fud 1361108 (B)

Federal Naponsl Mengage Aasocistion Federal Agency Secorines 14,055,061 Gulf Course Enterprise Fund 162911 Oy

Raoseville Nutural Gas Finanting Authority ‘Wachovia Bak Investment Agreement 10644515 Local Trasportation Enterprise Fund 178011 4Cy

' Cviniey Flus Findi ) P, School-Age Child Cure Enterprise Fund 35090 (G

Water L. inity Flua Findiog messtment Agresment 26133 Internal Service Funds 2 ()

Federal Home Losa Martgage Corporation  Federal Agency Securities 2,309,691 .

. ' UBS Finance Cofporation Commercial Paper 2421678 Redevelopawent Agency of the Ciey of Reseville Fund  General Fund 4847668 ()

i Bank of America Comsersial Paper 233811 . . Nem-Muor Gavemmental Funds se0 1A

Dexia Commereial Paper 2,666,538 Commmpity Facititler Dlatrict Projects Fand Noe-Major Gavermmenta) Funds 400000 (1)

Golf Course AXD Investment Contract §24,020 Non-Majer Gaveramenta] Funds Geaeral Fend 124B186 (A}

Fiduciary Funds: Morgan Sualcy Investment Contract 17,490,087 Redeveiopment Agency of the Cify of Roscvile L 18s A

1P, M Forarard Delivery Agreement 56,013,059 Community Facilites Dutrict Caprial Projects Fuad 1458331 (A

T, " Non-Major Governmental Funds - *10818371 R

Feders! Home Lowst Martgage Corporation Federal Agency Securtties 14,194,670 Elecwie Exterorise Fon 1706593 B

. cctric Etenise Pund A
Loan

Federal Home Bank Federal Agency Securines 19,246,748 Water ise Fund L1aTses O

) Wastewster Enterprise Funit 1063996 (D}

Solid Waste Eaterprise Fund 612327 (D}

Local Transportation Enlerprise Pund 14715850 {E)

Intermal Service Funds 1696454 (F)

5 Electric Enterprise Fend Wales Enterprise Fund 30,060 (B}

. Water Esterprive Fund Wastewneer Exvierprise Fund 20838 ()

' : Solid Waste Enterprise Fund 43838 (€

Salid Wasir Enterprise Fund Nan-Major Governmental Fands 7595 (B}

. Water Enterymse Fund 368074 (F}

Wastrwates Enterprige Fund 308,074 {F)

Lecah Transpartatien Enterpriss Fusd " Community Facilities District Capraal Projects Fund. L0334% (B

Non-Major Governmental Funds 8806 (P

Schasl-Age Child Care Enterprise Fund Non-Major Goveromenal Funds 2853 (P

Internal Service Funds Geoeral Fusd T namas (B

Non-Major Governments! Funds 1351562 (E)

Electnc Enterprise Pund 51715 (B

Water Ealerprise Pund 04664 (B}

" Wastewater Enterprise Fund 161,643  (E}

Solid Wasie Enterpeise Fund 608,747 (E)

Golf Counse Enterprise Fund 6126 (E}

Local Tratspntativn Enterprise Fund 14886 (B

tnternal Service Funds 54660 (B}
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Total Interfund Tranafers

{(A) To fund operatxm and fund indizect coits
(B]
(C) To puy for indimsct costs,

Travsfer to fund operations and indirect costs.

(D) To transfer in liew franchise fors and Auwd indirect costs.

{E} Recutring transfers,

(F) To fhnd vanous progects in the capital fnds or Y debt grvice, ’

39

362,566,187
e
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Notes to Basic Financial Statements
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[NOTE 4 - INTERFUND TRANSACTIONS (Continued) |

B.

Current Interfund Balances

Current interfund balances arise in the normal course of business and are expected to be repaid
shortly after the end of the fiscal year. At June 30, 2007 interfund balances comprised the

. foliowing:
Due From Other Funds Due To Other Funds Amount
General Fund Redevelopment Agency of the City of Resewille
Special Revenue Fund $940000 (A)
School-Age Child Care Enterprise Fund 181,482 {(B)
Traffic Safety Special Revenue Fund 192,641 (B)
FEMA Special Revenue Fund 338,781 (B}
Community Development Block Grant/HOME Special Revenue Fund 274044  (B)
Roseville Aquatics Complex Maintenance Permanent Fund 6458 (B)
Special Revenue Fund:
Affordeble Housing Redevelopment Agency of the City of Roseville
Special Revenue Fund 50,000 (A)
Traffic Mitigation Electric Enterprise Pund 200,000 (A)
Enterprise Funds:
Electric Fund Roseville Natural Gas Financing Authority Enterprise Fund 1,504 (B)
Wastewater Fund Solid Waste Enterprise Fund 205,500  (A)
Local Transportation Fmd FEMA Special Revenue Fund 28806 (B)
lnternal Service Fund:
Automotive Replacement Traffic Mitigation Special Revenue Fund 212,500 (A)
Golf Course Enterprise Fund 127,000  (A)
School-Aged Child Care Enterprise Fund 60,000  (A)
Automotive Services Internal Service Fund 534,59¢ (A)
53,603,315
C. Long-Ternt Interfund Advances ,
At june 30, 2007 the funds below had made advances which were not expected to be repaid
within the next year.
. Amount of
Fund Receiving Advance Fund Making Advance Advance
Special Reveaue Funds:
Redevelopment Agency of the City of Roseville  General Fund $7,655,536
. . State Gasoline Tax Special Revenue Fund 3,500,000
‘ Affordable Housing Special Revenue Fund 150,600
¥ . Automotive Replacement Internal Service Fund 829,201
State Gasoline Tax Local Transportation Enterprise Fund 500,000
Enterprise Funds:
Electric Traffic Mitigation Fund 200,000
Solid Waste Wastewater Enterprise Fund 1,339 890
Golf Course Attomotive Replacement Internal Service Fund 3,635,000
School-Age Child Care Automotive Replacement Internal Service Fund 180.000
$18,393,627

CITY OF ROSEVILLE
Notes to Basic Financial Statements

[NOTE 4 - INTERFUND TRANSACTIONS (Continued) |

Redevelopment Agency advance consists of three advances: (1) Advances in the amount of
$7,634,737 will be repaid in fiscal year 2029. This advance bears interest at the average interest
rate of the City’s pooled investments. {2) Advance in the amount of 1,000,000 bears interest at
1,15% and will be repaid in fiscal year 2023. (3) Advances in the amount of $3,900,000 bear no
interest and will be repaid in fiscal year 2029,

State Gasoline Tax advance bears interest at the average interest rate of the City’s pooled
investments. It will be repaid in fiscal year 2008.

Electric advance bears interest at the average interest rate of the City’s pooled investments. It
will be repaid over a period of two years and will be repaid in fiscal year 2009,

Solid Waste advance bears interest at 3.94%. It will be repaid over a period of 10 years and will
be repaid in 2016.

Golf Course advance bears interest from 3.3-4.0%. It will be repaid over a period of 27 years
and will be repaid in 2029

School-Age Child Care advance will be repaid over five years beginning in fiscal year 2007,
This advance bears interest at the average interest rate of the City's pooled investments and
interest is to be paid at the end of the loan.

Internal Balonces
Internal balances are presented in the City-wide financial statements only. They represent the net

interfund receivables and payables remaining after the elimination of all such balances within
goevernrnental and business-type activities.

[NOTE 5 - NOTES RECEIVABLE |

The City and Agency engage in programs designed o encournge business enterprises,
construction or improvement in low-to-moderate income housing, or other projects. Under these
programs, grants or loans are provided with favorable terms to businesses, home-owners or
developers who agree to spend these funds in accordance with the City's terms. Although these
notes are expected to be repaid in full, their balance has been offset in the fund financiat
statements by deferred revenue or a reservation of fund balance as they are not expected to be
repaid during fiscal year 2007. These notes receivable comprised the following at June 30, 2007:

Notas $468,777
Employee Notes 111,771
Housing Rehabilitation and Affordabie .
Housing Notes 5,110,681
First Time Home-Buyer Notes 6,797,932
Housing Elevation Notes 28,978
Total $12,518,139
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[ 3

[NOTE 5 - NOTES RECEIVABLE (Continged) |

A.

Notes Receivable

The City has provided loans to various homeowners and businesses for rehabilitation due to flood
damage. The maximum loan amount is $5,000 carrying various interest rates and payment dates.
Although these notes are expected to be repaid in full, their balance has been offset by a reservation
of fund balance. The balance of these notes receivable at June 30, 2007 was $6,633.

In fiscal year 1989, the City made a loan 10 a property owner in the amount of $7,719, secured by a
first deed of trust. The note did not bear interest and payment was deferred. The balance of this
note has been offset by a reservation of fund balance.

The Agency engages in a commercial rehabilitation program designed to aid small business owners
in renovating and rehabilitating commercial property in need of repair. These notes will be forgiven
at the end of the Owner Participation Agreement term, which is five to fifleen years, if the preperty
has not been sold. If the property is sold prior to the completion of the agreement term, a
proportionate amount of the note will be forgiven. The notes are secured by a deed of trust en the
property. At June 30, 2007, $454,425 in notes had been issued to thirteen property owners.

Employee Notes Receivable

All full-time and part-time City employees who have completed their probationary period are
eligible 10 obtain an interest free loan of up 1o $2,500 to purchase a computer. All requests for
loans are subject to review by the Information Technology Department and must be approved by
the Human Resources Director. Repayment of these loans is handled through payroll deductions
which are spread out equally over a two year period. Employees must pay off any outstanding
balance on their loans upon ending employment with the City. As of June 30, 2007, 93
employees had $111,771 in notes due to the City.

Housing Rehabilitation and Affordable Housing Notes Receivable

The City engages in programs designed to encourage construction or improvement m low-to-
maoderate income housing or ether projects. Under these programs, grants or loans are provided
under favorable terms to home-owners or developers who agree 1o spend these funds in accordance
with the City's terms, Although these loans and notes are expected to be repaid in full, their
balance has been offset with the liability, Due to Other Governments, as they are not expected to be
repaid during fiscal year 2007 and any repayments will be used to reduce future grant draw-downs
by the City. The balance of the notes receivable arising from these programs at June 30, 2007 was
$5,110,681.

First Time Home-Buyer Notes Receivable

The City and the Agency engage in a first time home-buyer program designed to encourage home
ownership among low-income persons. Under this program, grants or loans are provided at no
interest and are due upon sale or transfer of the property. These loans have been offset by due to
other governments and deferred revenue as they are not expected to be repaid during fiscal year
20607 and any repayments will be used to reduce future grant draw-downs by the City. The balance
of the notes receivable arising from this program at June 30, 2007 was 56,797,932,
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[NOTE 5 - NOTES RECEIVABLE {(Continued) | . '

E.

Housing Elevation Notes Receivable

In fiscal 1997, the Federal Emergency Management Agency (FEMA) approved Hazard Mitigation
Grant Program funds to be used for residential home elevation projects in the City at a maximum of
$£33,934 per household, with the total federal share not to exceed $1,493,096. The City provides
matching funds to each eligible household at a maximum of $5,000 in the form of a zero percent,
deferred loan payable upen sale, change of title or change of use (See Note 4A above), As of June
30, 2007, ecleven loans funded through the FEMA Hazard Mitigation Grant Program were
outstanding with a total balance of $28,978.

[NOTE 6 - DEFERRED RECEIVABLES |

The City has entered into a number of agreements with developers te defer permit fees for various
projects within the City, The terms of these agreements call for various interest rates and payment
dates.  Although these fees are expected to be repaid in full, their balance has been offset by
deferred revenue in govemmental funds, as they are not expected to be repaid early enough to be
treated as a cumrent asset. The long-term portion of these receivables at June 30, 2007 was
$3,157,362, which has been classified as deferred receivables, and the short-term portion of these
receivables, which totaled $526,749 at June 30, 2007, is included in accounts receivable.

INOTE 7 - DEVELOPMENT AGREEMENTS AND LAND HELD FOR REDEVELOPMENT ]

A.

The City may enter into development agreements in an effort to provide incentives to develop new
businesses and new tax revenues. The substance of these agreements is that developers or other
public agencies will be paid a portion of future sales tax or traffic mitigation fee revenues produced
by their developments. These payments are conditioned on the generation of sales tax revenues or
traffic mitigation fee revenues by these developments and the City is not required to use any other
resources {o pay these amounts,

Galleria at Roseville

In fiscal 2001, the City entered into a tease agreement with the Galleria at Roseville regional mall.
The purpose of this agreement was to share revenue with the mall developers based on the
generation of certain levels of sales tax. The Developer agreed to construct the mall, along with
water and storm .sewer mains, a bike trail, pedestrian walks, landscaping, parking areas and
infrastructure improvements to surrounding streets. The mall opened for business in August 2000
and the 1erm of the revenue sharing agreement commenced on that date. The remaining portion of
sales tax revenues 10 be retumed approximated $15 million at June 30, 2007, The agreement
terminates in 2017, regardless of whether this amount has been returned; after that date all future
sales tax revenues remain with the City. During fiscal year 2007 payments made to the developer
under the agreement totaled $2,396,314,

63



CITY OF ROSEVILLE
Notes to Basic Financial Statements

[4 il

NOTE 7 - DEVELOPMENT AGREEMENTS AND LAND HELD FOR REDEVELOPMENT

{Continued)

Civic Plaza Project

In fiscal 2004, the Agency agreed to sell four parcels of land to Vemon Street Associates, LLC for
$150,000, for the purpose of the construction of an office complex and public parking garage. Two
of the parcels were owned by the Agency and two by the City. The City parcels were conveyed to
the Agency in fisca! 2007 and subsequently all four parcels were sold 1o the Developer. The office
complex is being built on the land sold to the Developer and is funded by the Peveloper. The
developer has agreed to construct the parking garage for the Agency funded by $5,817,000 of bond
proceeds from the Agency's 2002 Tax Allocation Bonds, a $360,000 contribution from the
Developer, and a $900,000 contribution from the General Fund. In addition, the Developer has
agreed to contribute $20,000 annually, plus an inflationary escalator beginning in 2010, towards the
maintenance and operation costs of the parking garage. The Agency increased the project contract
amount in fiscal 2007 by $2.2 million, funded by an additional $111,415 from the 2002 Tax
Allocation Bonds and $2.1 million from the Ciry's General Fund. Constuction is expected to be
completed in October 2007,

Laan for 112 Pacific Street

In fiscal 2007, the Agency entered into an Owner Participation Agreement with MSR. Properties,
LLC. The Agency agreed to loan MSR Properties, LLC, $200,000 for the redeveloped residential
property located at 112 Pacific Street in Mistoric Old Town. The loan bears 5.25% interest and
payment is deferrable for 15 years, subject 1o certain conditions The loan will be repaid inclusive
of the principal amount, plus the greater of the deferred accumulated interest or proporttionate share
of the appreciaton if the property. The loan is secured by a deed of must. The Developer has
agreed to maintain the second story residential units as efficiency units through the duration of the
loan. *

Land held for resale

In April 2007, the Agency purchased a parcel located at 8051 Washington Boulevard. On June
30, 2007, the Agency also owned the parcel located at 238 Vemon Street. Both parcels are held
by the Agency for resals in the future, They are accounted for the lower of cost or net realizable
value. On June 30, 2007, total value of these parcels amounted to $4,749,958.

CITY OF ROSEVILLE
Notes to Basic Financial Statements

[NOTE 8 — CAPITAL ASSETS |

A

Policies N

All capital assets are valued at historical cost or estimated historical cost if actual historical cost is
10t aveilable. Contributed capital assets are valued a1 their estimated fair market value on the
date contributed. The City has recorded all its public domain (infrastructure) capital assets, which
include roads, bridges, curbs and gutters, streets and sidewalks, drainage systems and lighting
systems. ;

Capital assets with limited useful lives are depreciated over their estimated useful lives.
Alheratively, the “modified approach” is used for certain capital assets. Depreciation is not
provided under this approach, but all expenditures on these assets are expensed, unless they are
additions or improvements. : .
‘The purpose of depreciation is to spread the cost of capital assets equitably among all users over the
life of these assets. The amount charged to depreciation expense each year represents that year’s pro
rata share of the cost of capital assets.

Depreciation is provided using the straight-line method which means the cost of the asset is divided
by its expected useful life in years and the result is charged 1o expense each year until the asset is
fully depreciated. The City has assigned the useful lives and capitalization thresholds listed below
to capital assets: .
Capitalization

Useful Lives Thresholds

Buildings 20-40 years 310,000
Improvements © 40 years ' 10,000
Machinery and Equipment 3-12 years 5,000
Bike Paths 20 years 10,000
Bridges 90 years 10,000
Culverts 75 years 10,000
Curb, Gutter, Stdewalks & . )

Median Curbs 20 years ’ 10,000
Drain Inlets 50 years ) 10,000
Flood Control Improvements 75 years 10,000
Soundwal! 35 years 10,000
Stormdrains , 75 years 10,000
Traffic Signals 20 years 10,000
Plants and Substations:

Electric 10-120 years 10,000

Sewer 15-60 years 10,000

Water - 15-75 years . 10,000
Electric Improvements: .

Electric 7-100 years 10,000

Sewer 75 years 10,000

Water 75 years : © 10,000

Major outlays for capital assets and improvernents are capitalized as projects are constructed.
Interest incurred during the construction phase is reflected in the capitalized value of the assert
constructed, net of interest earned on the invested proceeds over the same period.
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tNOTE 8 - CAPITAL ASSETS (Continued) I

Capital Asset Additions and Retirements

Capital assets at fane 30 comprise:

Crovernmenial activities

Capita] assets not being depreciated:
Land
Streets {medified)
Parks {modified)
Landsceping (modified)
Construction m progress

Total capital assets not being depreeiaied

Capital assets being depreciated:
Buildiogs
Improvernents
Equipment
Bike paths
Bridges
Cubvens
Curb, gurter, sidewalk, & mediza curbs
Drain inlews
Flood control improvernents
Soundwall
Stormdrams
Traffic signals

Total capital assets being depreciated

Less accurnulsted depreciation for:
Buildings
Improvements.
Equipment
Bike paths
Bridges
Culverts
Curb, gutter, sidewalk, & medzan curbs
Drain inlets
Flood control improvements
Soundwall
Stormdrains
Traffic signals

Total accurmilated depreciation
Net capital assets being depreciated

Governneental activity capital assets, net

CITY OF ROSEVILLE
Naotes to Basic Financial Statements

NOTE 8 - CAPITAL ASSETS (Continued) I

Balance at Balance at
Tune 30, 2006 Additions Retirerments Trensfcrs June 30, 2007
$22,583,53) 5744228 §23327.759
166,849,987 7065421 (3828.282) $16,601,723 209,688,849
60,252,352 5112589 3,512,496 68,877437
29.138.661 2.557.694 3.905.727 35,602,082
126,843,367 §5.590.235 (1.950.179) (58,776.541) 131,666,882
405,667.898 81,070,167 (2,818,461) (14,756,585) 469,163,009
79,895,972 117,322 80,013,284
4747378 4,747,378
52578388 9,132,838 (5.212,131) 543,978 57.138,073
7.233,594 467910 7,701,904
46,590,903 109,802 2,691,565 49,398,270
18927385 49,740 681815 19,659,110
120,717,966 4,097,622 4.981,184 129,796,772
18,893,305 490,190 586547 19,970,042
12.192.946 17,292,946
21.363.476 1,406,039 1,384,543 24,154,058
51,310310 9434370 1,578,564 62,323,244
18,920,469 1.534.48¢ 26,754,958
458,472,662 24,937,923 (5.212,131) 14,756,598 492,950,049
(29,605,891) (1,966,234} (31.572.125)
{926,5666) {129,449) 10,332 (1.045,783)
(33,507,113 (5,194,912) 5,086,904 13,192 (23,601,929}
(3.618.784) [CREL] (3.985,914)
(5.149,838) (533.273) . (5,883,111}
(3,405.312) (257.24%) (3,662,757}
(70,353,573) (5.030.236} (75.383.80%)
(5,343,961} (123,632} (3.732.593)
(1,290,653) (230,573 {1.521.226)
(3,908,337} (650,251} (4,558,588)
{4.032,771) (757.556) . (8,790,327}
(10.403,453) (869,882) (13,192) (11,286,527)
(175.746,552) {16,379,373) 5097236 (187,028,689)
282,726,110 $,558,550 {L19.8%5) 14,756,595 305,921.360
$638.394.008 $39.628.717 {32,938,358) $775,084.369
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Businass-type activitiex

Capital assets, not being depreciated:
Land
Landscaping
Construction in progress

Total capital gssets not being depreciated

Capital assets, being depreciated:
Buildings
Improvements
Machinery aad equipment
Bike paths
Dmain inlets
Storm druins
Plant and substations

Distnbution

Totzl capital assets being depreciated

Less accumulated depreciation for:
Buildings
Improvements
Machinery and equipment
Bike paths
Dmin inlets
Storm drains
Plant aad subctations
Distribution

Total accumulsted depreciation
Net cepita! assets being depreciated

Business-Type ectivity capital astets, net

Balance at Balance at
June 30, 2008 Additions Retirements . Trapsfers - June 30, 2067
$16,125.746 {3463y $16,125,683
550,000 550,000
163,411,509 118,345,983 (1,665,076) ($10,259,847) 269,832,569
180,087,255 118,345,983 {1,665,139) (10,259,847) 286,508,252
12,003,030 4,056,997 1.525.t14 17.585,141
11,035,099 72.646 112,053 11,219,798
16,224,509 987467 (118,588} [E)) 17,093,685
1,064,167 1,064,167
18,500 18,500
30,863 30,863
283.324200 1.648,060 (3.197.850) 4385920 186,160,290
846,463,181 78,641,809 (256,405) 4.236,763 929,085,148
1,170,163,949 35,406 579 (3.572.983) 10,259,847 1.262,257,792
{3,615,679) {321,047) (3.936,726)
{2.873.205) {329,181) {3,302,386)
{8,050,163) (1,508,744} . 18,683 (9,840,224}
{133,020) (53,209} (186.229)
{925) (370) {1.295)
{1,030) “L0)y (1.440)
(49,441,960) {6,745,811) 475,142 T (55.712.629)
{129.614.463) (12.886.099) 108.856 (142,391.706)
{193,830,445) (22,244,871} 702,681 “(215.372.635)
976,333,504 63,162,108 {2,870,302) 10,259,847 1.046,885,157

$1,156,420,75%

$181,508,081

($4.515.441)

$1,333,393,409
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OTE 8 - CAPITAL ASSETS (Continued) |

C

Depreciation Allocation

Depreciation expense i charged to functions and programs based on their usage of the related
assets. The amounts allocated to each function or program are as follows: D

Governmental Activities

(General government §1,526,739
Community development and planning 153,234
Fublic works 9.355674
Folice 660,399
Fire 37757
Library 138,746
Parks and recreation 377,349
Capita! assets held by the City's intemal service

funds are charged to the various functions based
on their usage of the assets 3,789,375
Total Governmental Activities - $16,379.373

BusinessrT_}pe Activities

Electric $5,393,407
Water 6,011,995
., . Wastewater 9,342,901
Solid Waste 324,996
Golf Course - 432,762
1.ocal Transportation 724,287
School-age Child Care 14,523

Total Business-Type Activities ~ $22,244 871

Streets, Parks and Landscaping Covered By the Modified Approuch .

The City has elected to use the modified approach discussed above with respect to its roads, most of
which are relatively new. The City’s policy based on current funding is to maintain the arterial and
collector roadways ot an average Pavement Quality Index (PQI) of 7.5 and residential roadways at
an average PQI of 6.5, instead of providing depreciation. During fiscal 2007 the City expended
$9,206,007 to preserve its roads. The City estimates that it will be required to expend
approximately § 5,929,683 in fiscal 2008 to maintain its roads at this condition level.

The City has also elected to use the modified approach.with respect to its parks and landscaping,
most of which are relatively new. The City’s policy based on current funding is to maintain the
parks and landscape at an average (iround Management Index (GMI) of Level 2, instead of
providing depreciation. During ftscal 2007 the City expended $5,028,402 to preserve its parks
and landscaping. The City estimates that it will be required to expend approximately $5,309,367
in fiscal 2008 1o maintain its parks at this condition level.
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NOTE 9 - LONG-TERM DEBT |

4

The City generally incurs long-terms debt to finance projects or purchase assets, which will have
useful lives equal to or greater than the related debt.

Gosernniatal Activiny Debt:
Cereificares of Pardcipagen:
AXKIIA Public aciliies Refunding Bord,
2 0%-5.0%, duc K123
Tx Allocation Bonch
2002 Rusenille Redewelopmoent Project
NS 14%, duc 91133

. 2006 Roseville Redevelupment Projeut, Senes A

4 5%-5.000%, due $LAD

2006 Rusesille Redesclopment Projeon Senes A-T

2.31%-5.90%, due 9 )28

2006 Roscusile Redevekapment Frofect, Seer H-T

5 319 6.07% dur 'L
Installment Purchase Obliguibons:
Equipmeat
Chtber Lomg-Term Obligacions:
Foothill Bivd, Lxtanswn, duc 441,07

Tetal Gaverormestal Artvity Debl;

Busiaess-type Acthvity Debr:

Certiflcares al Participation:

1997 Ekeeine System Revenue,
3.6% 5.25%, due 1717

199 Eleairic Systam Revenue,
A (P 5.5%, due 21129

2002 Eleuing System Revenue,
vaciabke rate, due 21124
Less* deferred amoum on refinding

2004 Flectiic System Revenue,
3 00%-5.25%, duc 21134

2005 Electric System Revenue, benes A
1.00% 500, due 2'1:23

2005 Flectne System Revenue, Series i
wanable e, duc 21438

2005 Electne System Revenue, Senes C
variable raw, due 2135

20035 Goll Course Refunding Boed,
203 0%, due 31121

1997 Wier Unlity Revenuz.
1.9%-3 X, due 1V1S

Tosal Ceruficaics of

Current Year Tronsactions and Balances

Revenwe Bondi:

2000 Wasiewaicr Revenue Bands,
Senes A, 3NS5 MG, due | 12T
2000 Vanable Reie Demand Wastcwaer
Revenue Bonds, Series B,
vanable raze, due 1111435

2003 Wasiewatcr Refunding Rovenue Ponds,

vamable rate, Jue 1141027

1.oss deferrod amount an refunding
2007 Gas Revenue Boads

watubbe rate, due 2713728

\dd deferred bond promium cos.

Toual Rexenue Bonds
ther Long-Term Obligations:
Notes, S, due [0v1117

Total Buvisess-1ype Activity Debe:

Ongnal [suc Balance Balance Current
Amoum Juarte 30, 2006 Additrons Retirernents  June 30, 3117 Porion
S15.775.000 517,105,000 $615.008 516490000 5630.000
14,500,000 13,735,000 _275,000 13460000 280,000
13155000 513,155,000 13,158,806
3235,000 3268000 3285000 - 240,000
6.505,000 6,508.000 505,000 140,000
3350714 2,136 URS 230823 ° T Masm 2390707 200991
114,423 3223 323
559,146,137 533,240,209 521,215,824 5131006 S8528s907 5159059 |
11 RGN0 $125.000 £325,000
21.630.000 1,635,000 20,000 S1L113,000 §545,000
40365000 23:620.000 125,000 25,395,000 575,000
(3,780.476) (90, 1Ny {171,841 (19201TN
39,930,000 39,940,000 330,000 39,6100 " 338,000
52.90¢.000 32,500,000 - 52900000 430,000
91,101,000 90,000,000 90,000,000 -
60,000,000 60,000,000 0,101,000 340,000
#240.000 263,000 320,000 7.310.000 123,000
33,000,000 24,240,000 1,395,000 23345 000 1460000
354,194 534 299, KR Y LHVIEY 208753731 - 4240000
39,465,111 7,580,502 1394877 6191 618 1431786
37.919.000 ¥7,919.000 - 390N -
sz,s—u,lwl 51,014,604 382108 $0.662.4%9 J05 618
1,333,890 (5.342,144) (263503 (5.278.241)
209,350,000 $209,150,000 ’ 209,350.000
15454116 14352 118 310 14715208
36K 394,344 ) G771 4462 224404 116 2114 389 311362089 - v L1744
333108 172,054 X108 161,240 [R5
STIRO26.H76 SIO0NALS00  $224.405.116 S5.172,938 5610.474.058 56 04N 755
Y
. ‘ [
69


file:///dddefocicd
http://S3.V2in.209
http://S2.9oo.ono

CITY OF ROSEVILLE
Notes to Basic Financial Statements

[ NOTE 9 - LONG-TERM DEBT (Continued) |

c¥-d

B,

2003A Public Facilities Refunding Bonds

On July 17, 2003 the Ciry issued $18,275,000 of Public Facilities Refunding COPs 10 advance
refund the outstanding 1993 Public Facilities COP’s. The COP's are repayable from the any source
of available funds of the City which includes the General Fund. Principal payments are payable
annually and interest payments are due semi-annually on Febreary | and August | through 2025,

2002 Roseville Redevelopment Praject Tax Allocation Bonds

On October 23, 2002 the Redevelopment Agency issued Tax Allocation Bonds in the original
principal amount of $14,500,000 to fund certain redevelopment activities of benefit to property
within the Agency’s Reseville Redevelopment Project Area. The Bonds are special obligations of
the Agency and are secured by the Agency's tax increment revenue. Principal payments are
payable annually on September I and interest payments are due semi-annually on March ! and
September 1, through September 1, 2033,

2006 Roseville Redevelopment Project Tax Allocation Bonds

On October 26, 2006, the Redevelopment Agency issued Tax Allocation Bonds Series 2006 A,
Taxable Tax Allocation Bonds Series 2006 A-T, and Taxable Tax Allocation Bonds, Senies 2006
H-T in the amounts of $13,155,000, $3,285,000, and $6,505,000, respectively, for a total principal
amount of $22,945,000. The Series A bonds bear interest at 4.50%-5.00%, the Series A-T at
5.31%-5.90%, and the Series H-T at 5.31%-6.07%. The proceeds for the Series A and Series A-T
bonds will be used to fund redevelopment activities of benefit to property within the Agency’s
Redevelopment Project Area. The proceeds fer the Series H-T bonds will be used to pay the costs
of low- and moderate-income housing projects of the Agency's Redevelopment Project Area. The
Series A and Series A-T bonds are secured by tax revenues, which are allocated to the Agency from
the Project Area. The Series H-T bonds are secured by the tax increment revenue deposited in the
Agency’s Low and Moderate Income Housing Fund. Interest on the bonds is payable semiannually
on March 1 and September 1. Principal for the Series A and Series H-T bonds is payable annually
on September | through 2040. Principal for the Series A-T is payable annually on September |
through 2028,

Installment Purchase Obligations

The City is purchasing varicus pieces of computer equipment on the installment basis. The City has
also entered inte long-term contracts for the lease/purchase of various public safety equipment.

Foothill Boulevard Extension

The City acquited several parcels of land, in August of 1989, within the Foothill Boulevard
Extension Assessment District to build the Corporation Yard. Upen acquisition, the City took over
the assessment debt in the amount of $114,423, due on these parcels. This debt was repaid in fiscal
2006-07.

1997 Electric System Revenue Certificates of Participation

The City issued Certificates of Participation in the original principal amount of $11,380,000 on
November 1, 1997 to finance a substation for the Electrical System and to refinance its 1985 COP's
and is repayable from net revenue of the Electric Utility System. Principal payments are payable
annualty on February 1 and interest payments are due semi-annually on February 1 and August 1,
through February 1, 2017,
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In December of 2002 the City defeased a portion of the 1997 COP’s by placing proceeds from the
2002 Electric System Revenue Cenificates of Participation in an irmevocable trust to provide
amounts sufficient to pay on February 1, 2008 the prepayment price of 101% of the principal
amount and acciued interest. Accordingly, the trust account assets and the liability for the defeased
COP's are not included in the financial statements. At June 30, 2007 the 1997 Electric System
Revenue Certificates of Participation outstanding in the amount of $4,290,000 are considered
defeased. '

1999 Electric Sysiem Revenue Certificates of Participation

On August 3, 1999, the Ciry issued $21,630,000 of Certificates of Participatien te finance a
portion of the cost of capital improvements and is repayable from net revenue of the Electric Utility
System. The Certificates bear interest at 4.0% - 5.5% and are due semi-annually on February 1
and August 1. Principal payments are due annually on February 1 and interest payments are due
semi-annually en February 1 and August 1. through February 1, 2024,

In December of 2002 the City defeased a portion of the 1999 COP's by placing preceeds from the
2002 Electric System Revenue Certificates of Panicipation in an imrevocable trust to provide
amounts sufficient to pay on August 1, 200% the prepayment price of 101% of the principal amount
and accrued interest. Accordingly, the trust account assets and the liability for the defeased COP’s
are noi included in the financial statements. At June 30, 2007 the 1999 Electric System Revenue
Certificates of Participation outstanding in the arount of $17,685,000 are considered defeased,

2002 Electric System Revenue Certificates of Participation

On December 17, 2002 the City issued $40,385,000 of Certificates of Participation to defease
portions of the 1997 and 1999 Electric System Revenue Certificates of Participation above and
financed a portion of the cost of capital improvements. The COP's are repayable from net revenue
of the Electric Utility System. Principal payments are due annually on February | and interest
payraents are due monthly, through February 1, 2024,

The 2002 Electric System Revenue Certificates of Participation were issued as variable rate
COP’s, with interest calculated weekly. The rate fluctuates according to the market conditions,
but is capped at 12%. However, the City entered into a 22-year interest rate swap agreement for
the entire amount of its 2002 Electric System Revenue Certificates of Participation as discussed
in R. below. The combination of the variable rate COPs and a floating rate swap creates
synthetic fixed-rate debt for the City. The synthetic fixed rate for the COPs was 3.18% at June
30, 2007.

2004 Electric System Revenue Certificates of Participation

On July 1, 2004 the City issued $39,940,000 of Centificates of Participation to finance capital
improvements to the City's Electric System. The COP's are repayable from net revenue of the
Electric Utility System. The COPs bear interest at 3,00%-5.25% and are due semi-annually on
February | and August 1 of each year beginning February 1, 2005. Principal payments are due
annually on February 1 through February 2034, commencing February 1, 2007,
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2005 Electric System Revenue Certificates of Participation, Series A; 2005 Electric System
Revenue Certificates of Participation, Series B; and 2005 Electric System Variable Rate Revenue
Certificates of Participation, Series C;

On ‘May 26, 2005 the City issued Certificates of Participation Series A, Series B, and Series C in
the original principal amounts of $52,900,000, $90,600,000, and $60,000,000 respectively, 1o
finance certain Electric System improvements, primarily including construction of thé Roseville
Energy Park.

The Series A-COPs bear interest at 3,00%-5.00% and are due semi-annually on February | and
August 1 of each year, Principal payments are due annually beginning February 1, 2008 through
2023
il

The Senes B COPs were 1ssued as yuction rate securities with interest calculated weekly, The
rate fluctuates according to the market conditions, but is capped at 12%. However, the City
entered into a 30-year interest rate swap agreement for the entire amount of the Series B COPs as
discussed in R..below. The combination of the variable rate Series B COPs and a floating rate
swap creates synthetic fixed-rate debi for the City. The synthetic fixed rate for the Series B
COPs was 3.38% at June 30, 2007. Principal’ payments are due annually on February 1
beginning February 1, 2023 through 2035,

The Series Ctwere issued as variable rate bonds, with interest calculated-weekly, The rate
fluctuates according to the market conditions, but is capped at 12%. Imerest payments are due
weekly. Principal payments are due annually on February 1 beginning February 1, 2008 through
2035...

. 200_38 Go!f Course Refunding C‘em'ﬁca;es afParticipa.rion

On July 17, 2003 the City issued $8,240,000 of Golf Course Refunding COPs, the proceeds of
which are to be used to advance refund the outstanding 1993 Gelf Course COP’s. The COP’s are
repayable from the any source of available funds of the City which includes the General Fund.
Interest payments are due semi-annually on February 1 and August 1. Principal payments are due
amnually on August ] through 2024

1997 Water Utility Revene Cettificates of Participation .

The City issued Certificates of Participation in the otiginal principal amount of $33,000,000 on
September 1, 1997 to finance the acquisition, construction, and installation of additions to the water
utitity systemn, and is repayable .from net revenue.from the Water Utility System. Principal
payments are payable annually on December 1 and interest payments are due semi-annually on
December 1 and June 1, through December 1, 2018.
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N

2000 Seuth Placer Wastewater Authority Wastewater Revenue Bonds, Series A; and 2000
South Placer Wastewater Authority Variable Rate Demand Wastéwater Revenue Bonds, Series
B - A

In November 2000, the South Placer Wastewater Authority issued Revenue Bonds Series A and
Series B in the original principal amounts of $109,775,000 and $70,000,000 respectively. The
purpose of these bonds is to partially finance the costs of acquisition and construction of the
Pleasant Grove Wastewater Treatment Plant. Upon completion, this Plant will benefit the City
of Roseville, the South Placer Municipal Utility District, and the County of Placer. These three
entities in refurn share the obligation of the Revenue Bonds. The City's share of this obligation
was determined to be 54.17%. As a result, this pumon of the debt was recorded on the City’s
financial statements.

The South Placer Wastewater Authority Wastewater Revenue Bonds, Series A were issued os
fixed rate bonds. On September 17, 2003, $84,525,000 of the Series A Bonds were defeased by
the 2003 Wastewater Refunding Revenue Bonds as mentioned below. Remaining principal
payments are payable annually on November 1 and interest payments are due semi-annually on
May | and Novemnber 1, through November 1, 2027. At June 30, 2007 the outstanding balance of
the defeased portion of the Series A Bonds was $84,525,000.

The South Placer Wastewater Authority Variable Rate Demand Wastewater Revenue Bonds,
Series B were issued as variable rate bonds, with interest calculated weekly. The rate fluctuates
according to the market conditions, but is capped at 12%. The average monthly interest paid in
fiscal year 2007 was $211,024. Beginning in fiscal year 2029, principal payments will be made
in addition to the variable intetest payments.

2003 South Placer Wastewater Authority Refunding Wastewater Revenue Bonds-

On September 17, 2003 the South Placer Wastewater Authority issued $97,000,000 of Refunding
Wastewater Revenue Bonds to defease a portion of the Series A Wastewater Revenue Bonds, as
discussed above. The City’s share of this obligation was determined to be 54.17%. These proceeds
were placed in an irevocable trust to provide for all future debt service payments on the Refunded
Bends. Principal and interest payments are due semi-annually on May 1 and November I, through
November 1, 2027, .

The 2003 Wastewater Refunding Revenue Bonds were issued as auction rate bonds with interest
calculated weekly. The rate fluctuates according to the market conditions, but is capped at 12%.
However, the Authority entered into a 24-year interest rate swap agreement for the entire amoumt
of its 2003 Refunding Revenue bonds as discussed in R. below. The combination of the variable
rate Bonds and a floating rate swap creates synthetic fixed-rate debt for the Authority, The
synthetic fixed rate for the Bonds was 3.51% at June 30, 2007.

2007 Rosevifle Natural Gas Financing Authority Gas Revenue Bonds

On January 24, 2007, the Authority issued $209,350,000 of Gas Revenue Bonds, Series 2007, to
finance a lump sum prepayment te a Gas Supplier (See Note 19A) in order to acquire a supply of
natural gas to be delivered over a period of twenty-years. The gas purchased by the Authority
will be sold to the City pursuant to a Natural Gas Supply Agreement {See Note 19B) 10 produce
revenues 1o be used for debt service on the Bonds.

Principal payrnénts are due annually commencing on February 15, 2009 through 2028 and
interest is payable semiannually on February [5 and August |5, commencing August [5, 2007.
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0.

Notes Payable

The City borrowed $333,108 original principal amount, on November 9, 1977, from the U. 8.
Department of Commerce to aid in financing drought emergency projects. The debt is repayable
from the surplus revenue account of the Water Revenue Bonds. Principal and interest payments are
payable annually on October 1, through Qctober 1, 2017,

Interest Rate Swap Agreements

The City entered into interest swap agreements in connection with the 2002 Electric System
Revenue Certificates of Participation and the 2005 Eieetric Revenue Certificates of Participation,
Series B. The City has a 54,17% interest in the Authority which entered into an inlerest swap
agreement in connection with the 2003 South Placer Wastewater Authority Refunding
Wastewater Revenue Bonds, .

These transactions allow the City to create synthetic fixed rates on the COPs and Bonds, protecting
it against increases in short-term interest rates, The terms, fair value and credit risk of the swap
agreements are disclosed below.

Terms. The terms, including the counterparty credit ratings of the outstanding swaps, as of June
30, 2007, are ipcluded below. The swap agreements contain scheduled reductions 10 the
outstanding notional amount that are expected to follow scheduled reductions in the associated
bond issues.

[ NOTE 9 - LONG-TERM DEBT (Continued) |

Variable
Notional Effective Credit Fixed Rate Rals Termination
Relaied Bond Issuc Amount Date —Coumtcrpary _ Raung Paid Received Date

2002 Electric System Morgan Stnley Capital 62% of 30-

Revenne COP 525,620,000 12/1872002  Services Inc. At 2.980% day LIBOR 212024
2005 Elecinc System Bear Stearns Financial 70.5% of 30

Revenne COP, Series B 36,000,000 6/30/2005  Producis Inc. AAA 1613% dayLIBOR 2172038
2005 Electric System N Morgan Stanley Capital 70.5% of 30

Revenue COP, Seriea B 54,000,000 6/3072005  Services Inc. At 3613% day LIBOR 2/1/2035
2003 Wastewater

Refunding Revenue Bonds Meorgan Stanley Capital 62% of 30

{Ciry portion) 51,004,604 (A} S/17/2003 Services Inc. At 3433% dayLIBOR 117172027

$166.634.604

(A} The Authonty's ewap agreernent 18 based on the notional amount of $94,175,000 equivalent lo the outstanding balance on the 20008 Beonds

The City's share of these underlying Bonds is 1% or $51.014,604. Only the Ciry's portion of the swap agreement is shown above,

Based on the swap agreememts, the City owes interest caleulated at a fixed rate to the
counterparty of the swap. In return, the counterparty owes the City interest based on the variable
rate that approximates the rate required by the associated COPs and Bonds. Debt pringipal is not
exchanged; it is only the basis on which the swap receipts and payments are calculated.
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Fair valwe. Fair value of the swaps takes into consideration the prevailing interest rate
enviroument, the specific terms and conditions of each transaction and any upfront payments that
may have been received. Fair value was estimated using the zero-coupon discounting method,
This method calculates the future payments required by each swap, assuming that the current
forward rates implied by the LIBOR swap yield curve are the market's best estimate of future
spot interest rates. These payments are then discounted using the spot rates implied by the current
yield curve for a hypothetical Zero-coupon rate bond due on the date of each future net setilement
on the swaps. As of June 30, 2007, the fair value of the swaps were in favor of the City as
follows: n :

Related Bond Issue ' __ Fair Valye
2002 Electric System Revenue COP 5832,731 -
2005 Electric System Revenue COP, Series B '
. Bear Steams Financial Products inc. - ) 1,907,330
Morgan Swunley Capital Services Inc. 2,860,995
20038 Wastewater System Refunding .
Revenue Bonds . 578,405
55!179,461

Credit risk. As of June 30, 2007, the City was exposed to credit risk on the cutstanding swaps
because the swaps had positive fair values. These amounts may increase if interest rates increase
in the future. However, if’ interest rates decline and fair values of the swaps were to become
negative, the City would no longer be exposed to credit risk. The City will be exposed to interest
rate risk only if a counterparty to a swap defaults or if the swap is terminated.

Basis risk. Basis risk is the risk that the interest rate paid by the City on the underlying variable
rate bonds to the bondholders temporarily differs from the variable swap rates received from the
applicable counterparty. The City bears basis risk on the swaps. The swaps have basis risk since
the City receives a percentage of the LIBOR Index to offset the actual variable bond rates the
City pays on the underlying COPs and Bonds. The City is exposed to basis risk should the

floating rate that it receives on a swap be less than the actual variable rate the City pays on the:

bonds. Depending on the magnitude and duration of any basis risk shortfall, the expected cost of
the basis risk may vary.

A portion of this basis risk is tax risk. The City is exposed to tax risk when the relatjonship
between the taxable LIBOR based swaps and tax-exempt variable rate bonds changes as a result
of a reduction in federzal and state income tax rates. Should the relationship between LIBOR and
the underlying tax-exetnpt vanable rate bonds converge the City is exposed to this basis risk.
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Termination risk. The City may terminate if the other party fails to perform under the terms of
the contract. The City will be exposed to variable rates if the counterparty to the swap contract
defoults or if the swap contract is terminated. A termination of the swap contract may also result
in the City's making or receiving a termination payment based on market interest rates at the
time of the termination. 1f at the time of termination the swap has a negative fair value, the City
would be liable to the counterparty for a payment equal to the swap's fair value.

Swap pavments and associated deb:t. Using rates as of fune 30, 2007, debt service requirements of
the City's outstanding variable-rate debt and net swap payments are as follows. As rates vary,
variable-rate bond interest payments and net swap payments will vary. These payments below are

CITY OF ROSEVILLE
Notes to Basic Financial Statements

NOTE 10 - DEBT WITHOUT CITY COMMITMENT

included in the Debt Service Requircments at Q:

Interest Rate
For the Year Variable-Rate Bonds Swap, Net
Ending June 30 Principal Interest Interest Total
2008 $927,105 35,082,028 ($135,737) 56,873,396
2009 960,648 6,047,374 (134,372} 6,873,650
2010 1,599,150 4,002,289 (132,319) 7,469,160
2011 1,652,733 5,942,786 {128.914) 7,466,605
2012 1,711,275 5,881,246 (125,395) 7,467,126
. . 2013-2047 18,684,041 27,512,143 (602,180) 45,604,004
. 2018-2022 22,260,638 23,754,257 (563,243) 45,451,652
2023-2027 50,215,596 17,678,196 (474,251) 67,419,541
2028-2032 39,531,475 12,287,427 (475,370) 51,343,532
2033-2037 25,075,000 5828213 (246.052) 30,657,161
5162,617,70) $117,025,959 - {83,017,833) " $276,625,827
§. Debt Service Reguirements

Annual debt service requirements are shown below for all long-term debt:
Business-tvpe Activilies

Governmental Activilies

For the Year
Ending June 30 Principai Interest Principal Interest
Y 2008 $,590,991 $2,636,062 $6,068,755 526,438,189
2009 1,336,302 2,583,475 13,920,160 25,956,102
2010 1,324,016 2,534,072 15,149,303 25,427,060
L2011 1,325,813 2,485,449 17,351,176 24,883,406
2012 1,378,714 2,433,837 18,158,512 24,169,541
L 2013-2017 7,780,464 11,264,406 103,585,365 108,728,163
2018-2022 8,649,407 9,330,951 120,963,730 84,656,570
2023-2027 9,475,000 6,899,256 142,575,466 52,521,123
2028-2032 6,255,000 4,960,356 103,494,438 27,911,770
2033-2037 8,060,000 3,109,530 62,691,465 10,129,724
2038-2042 8,090,000 816,535
Total $55,285,707 $49,053,969 603,959,370 $410.828,248
Recanciliation of long-term debt
Add deferred bood premium costs 14,718,206
Less deferred amount on refunding (8,199,518)
§610.473,0658

Net leng-term debt
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A.

Special Assessment Districes

Special Assessment Districts, including Mello Roos Districts, in various parts of the City have
issued debt 10 finance infrastructure improvements and facilities within their boundaries. The City is
the collecting and paying agent for the debt issued by these Districts, but has no direct or contingent
liability or moral obligation for the payment of this debt. Therefore, this debt is not recorded as
long-term debt of the City. The outstanding balance of each of these issues as of June 30, 2007 is as
foltows:

North Roseville-Rocklin Sewer Refunding District : £355,000

Northeast Roseville Commmumity Facilities District #1 & #2 . - i 14,355,000
Notth Roseville Community Facilities District #1 20,B25000
North Central Roseville Community Facilities District #1 38,840,000
. Northwest Rogeville Comuaunity Facilities District #1 . - 23,315,000
Woodcreek West Community Facilities District #1, Series 2005 - b ' 20,185,000
Stoae Poittt Community Facilities District 4 1 . . ' 10,770,000
Fiddymem Raoch Community Facilities District # 1 ' . - 80,000,000
Longmeadow Parkside Commurty Faciliics District # | ot - . " 9,165,000
Westpark Cormmunity Facilities District # | o " 80,000,000
Roseville Finance Authority Reveoue Bonds, Series 2006 A and B : ) 39,240,000
Stone Point Comnunity Facilities District #5, Serics 2006 5,310,000
Driamond Creek Community Facilities District #1, Series 2007 7,075,000
Special Tax Revenue Refunding Bonuds, Series 2007 A Senioz Lien Bonds ’ 44,075,000
Special Tax Revenue Refimding Bonds, Series 2007 B Junion Lien Bonds 10,350,000
Total $404,400,000
L ——

In May 2007, the Roseville Finance Authority issued Special Tax Revenue Refunding Bonds,
Series 2007 A Senior Lien Bond in the principal amount of $44,0075,000 and Series B Junior Lien
Bonds in the principal amount of $10,350,000, to refund the Stoneridge Parcel | Community
Facilities District #1 Series 2000 Special Tax Bends, the Stoneridge West Community Facilities
District #1 Series 2001 Special Tax-Bonds, the Stoneridge East Community Facilities District #1
Series 2001 Special Tax Bonds, the Crocker Ranch Community Facilities District #1 Series 2002
Special Tax Bonds, and the Crocker Ranch Community Facilities District #1 Series 2003 Special
Tax Bonds. District property owners pay assessments on their property under the respective
Stoneridye Parcel 1, Stoneridge West, Stoneridge East, and Crocker Ranch Bond indentures to the
Trustee as owner of these Bonds, The Trustee then uses these assessments to pay debt service on
the Revenue Bonds. Neither the faith and credit nor the general taxing power of the City of
Roseville have been pledged to the payment of the Bonds. Therefore, the investment and the Bonds
have not been included in the accompanying financial statements. :
- L 1
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A

Net Assets

Net Assets is the excess of alt the City’s assets over all its liabilities, regardless of fund. Net Assets
are divided into three captions. These captions apply only to Net Assets, which is determined
only at the Govenment-wide level, and are described below:

Invested in capital assets, ner of related debt describes the portion of Net Assets which is
represented by the cument net book value of the City’s capital assets, less the outstanding balance of
any debi issued 10 finance these assets.

Restricted describes the portion of Met Assets which is restricted as 10 use by the terms and
conditions of agreements with outside parties, governmental regulations, laws, or other restrictions
which the City cannot unilaterally alter. These principally include developer fees received for use
on capital projects {expended) or contributions received in permanent funds (unexpended), debt
service requirements, and redevelopment funds restricied 1o low and moderate income purposes.

Unrestricied describes the portion of Net Assets which is not restricted to use.

Fund Balances, Reserves and Designations

In the Fund financial statements, fund balances represent the net current assets of each fund. Net
current assets generally represent a fund’s cash and receivables, less its liabilities. Portions of a
fund’s balance tay be reserved or designated for future expenditure.

Reserves

Reserves are restrictions placed by outside entities, such as other governments, which restrict the
expenditures of the reserved funds to the purpose intended by the entity, which provided the funds.
The City cannot modify or remove these restrictions or reserves. At June 30, 2007, reservations
included:

Reserves for advances, inventories, deferred receivables and notes receivable, and prepaids are
the portions of fund balance set aside to indicate these items do not represent available, spendable

resources even though they are a component of assets,

Reserve for encumbrances represents the portion of fund balance set aside for open purchase
orders.

Reserve for capital projects is the portion of fund balance to be used for projects approved by the
Council.

Reserve for low and moderate income housing is the portion of redevelopment fund balance
legally required to be set-aside for low and moderate income housing expenditures.

Reserve for debt service is the portion of fund balance legally restricied for the payment of
principal and nterest on long-term liabilities.
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D.

Designations

A portion of unreserved fund balance may be designated to indicate plans for financial resource
urilization in a futere period. Designations are imposed by City Council to reflect future spending
plans or concems about the availability of future resources, Designations may be modified,
amended or removed by Council action.

Designated for economic reserve is the portion of fund balance which represents 10% of the
original adopted operating expenditure budget 1o be used in the event of fiscal need.

Designated for carryover of capital improvement projects is the portion of fund balance te be used
for approved capital projects.

Fund Balance and Net Assets Deficits
The Roseville Natural Gas Financing Authority Enterprise Fund and Automotive Services Internal

Service Fund had deficit fund balances at June 30, 2007 in the amounts of $4,895,486 and $57,270,
respectively. Funare revenues are expected to offset these deficits.

| NOTE 12- PENSION PLAN |

CALPERS Safety and Miscellaneous Employees Plans

Substantially afl City employees are eligible to participate in pension plans offered by California
Public Employees Retirement System (CALPERS), an agent multiple employer defined benefit
pension plan which acts as a common investment and administrative agent for its participating
member employers. CALPERS provides retirement and disability benefits, annual cost of living
adjustments and death benefits 1o plan members, who must be public employees and beneficiaries.
The City’s employees participate in the separate Safety (police and fire) and Miscellaneous {all
other) Employee Plans. Benefit provisions under both Plans are established by State statute and
City resclution. Benefits are based on years of credited service; one year of credited service is equal
to one year of full time employment, Funding contributions for both Plans are determined annually
on an actuarial basis as of June 30 by CALPERS; the City must contribute these amounts. The
Plans’ provisions and benefits in effect at June 30, 2007, are summarized as follows:

Safety Miscellaneous
5 years service 3 years service

Benefit vesting schedule

Benefit payments monthly for life .monthly for life
Retirement age 50 55
Monthly benefits, as a % of annual salary 3% 2.7%
Required employee contribution rates 9% 8%
Required employer centribution rates 27.393% 14.799%

Actuarially required contributions $7,157,144 $1i4,625,385

The City’s labor contracts require it to pay employee conmibutions as well as its own.

kil
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[NOTE 12 - PENSION PLAN (Continued) |

os-d

CALPERS determines contribution requirements using a modification of the Entry Age Normal
Method. Under this method, the City’s total normal benefit cost for each employee from date of
hire to date of retirement is expressed as a level percentage of the related total payroll cost. Normal
benefit cost under this method is the level amount the City must pay annually 1o fund an employee’s
projected retirement benefit. This level percentage of payroll method is used to amortize any
unfunded actuarial liabilities. The actuarial assumptions used to compute contribution requirements
are also used to compute the actuarial accrued liability. The City uses the actuarially determined
percentages of payroll to calculate and pay contributions o CALPERS. This results in‘'no net
pension obligations or unpaid contributions. Annual Pensicn Costs, representing the payment of all
contributions required by CALPERS, for the years ended June 30, 2007, 2006 and 2005 amounted
to $21,782,529, $14,201,560 and $16,350,444 respectively. . The City does not have a net pension
obligation since it pays these actuarially required contributions monthly.

CALPERS uses the market related value method of valuing the Plan's assets. An investment rate
of return of 7.75% is assumed; including inflation at 3,00%, Annual salary increases are assumed
to vary by duration of service. Changes in liability due to plan amendments, changes in actuarial
assurnptions, or charges in actuarnial methods are amortized as a level percentage of payroll on a
closed basis over twenty years. Investment gains and losses are accumulated as they are realized
and ten percent oﬂhe net balance is amortized annually.

The Plans’ actuanul vatue (which differs from market value) and ﬁmdmg progress over the past
three years are set forth below at their actuarial valuation date of June 30:

S Pl , 7 \
. .
¥ty Age Urdinded Ameel Unfinied
Valomion - ‘Acned - Vel of {Overfinded) Funded Covered {Overfircied)
D Lisbiliry At Lishiliy Ratio Payrol] a5 Yhof Paymol
FT TSBLA07,50 66152512 $14.554.597 R | SRR TERE
2005 97938304 75,260,002 22678302 T6.8% 15457552 146 N3%
206 . LIS 817,38 20,793935 2% 17468,043 18.033%
Mscellancias Plor:
.-
)
Enry Age Unfurded Amul Unfindod
Vahation Aoqued Vahe of (Ovesfimced) Fundd Covered (Overfinded)
Dwp .. -Lisbiliy Ast Lishility Ratio Pyl . Yol Payrall
004 SIDROTE | SIASEIE SALsL TS B | SRIED - 86175
2005 194259046 145,741,567 4831747 B®% 52630299 92155
06 TSR0 TSROl ASOTSED BE%  BEEET T6.80%

. : S
Audited annual financial statements and ten-year trend information are available from CALPERS at
P.O. Box 942709, Sacramento, CA 94229.2709.
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[NOTE 13- RISK MANAGEMENT |

The City manages risk of loss related to torts; theft of, damage to, and destruction of assets; errors
and omissions; injuries to employees; and natural disasters by participating in the public entity risk
pools described below and by retaining certain risks. The City maintains insurance coverage froma
commercial carrier for its long-term disability and dental benefit plan,

Public entity risk pools are formally organized and separate entities established under the Joint
Exercise of Powers Act of the State of California. As separate legal entities, those entities exercise
full powers and authorities within the scope of the related Joint Powers Agreements including the
preparation of annual budgets, accountability for all funds, the power to make and execute contracts
and the right 1o sue and be sued. Each risk pool is governed by a board consisting of representatives
from member agencies. Each board controls the operations of the respective risk pool, including
selection of management and approval of operating budgets, independent of any influence by
member agencies beyond their representation on that board. Obligations and liabilities of these risk
pools are not the City’s responsibility.

Risk Coverage

The City is a member of the Califomia Joint Powers Risk Management Authority (CIJPRMA)
which covers general liability claims up to $40,000,000, property damage up to $5,000,000, and
boiler and machinery up fo $21,250,000, The City has a self-insured retention or deductible of
$500,000, $25,000, and $5,000, respectively, per claim, Once the City's self-insured retention for
general liability claims is met, CJTPRMA becomes responsible for payment of all claims up to the
limit. CJPRMA has purchased commercial insurance against property damage and boiler and
machinery claims. During the fiscal year ended June 30, 2007, the City contributed $795,295 for
liability, $297,790 for property and $37,294 for boiler and machinery for coverage during the

- current year and received a refund of $165,925 of prior year excess contributions.

The City is also a member of the Local Agency Workers” Compensation Excess Joint Powers
Aunthority (LAWCK), which covers workers” compensation claims up 1o $4,750,000 and provides
additional coverage up to $195,000,000. The City has a self-insured retention of up to $250,000 per
claim. During the fiscal year ended June 30, 2007, the City contributed 566,175 for current year
coverage.

The contributions made to each risk pool equal the ratio of their respective payrolls 1o the total
payrolls of all entities participating in the same layer of each program, in each program year.
Actual surpluses or losses are shared according to a formula developed from overall loss costs and
spread to member entities on a percentage basis after a retrospective rating.

Financial statements for the risk pools may be obtained from CJPRMA, 2333 San Ramon Valley
Blvd., Suite 250, San Ramon, CA 94583 and LAWCX, cfo James P. Marta, CPA, 3921 Landis
Avenue, Suite 1, Carmichael, CA §5608.

Insurance Internal Service Funds
The Governmental Accounting Standards Board (GASB) requires municipalities 1o record their
lizbility for uninsured claims and to teflect the current portion of this liability as an expenditure in

their financial staternents.  As discussed above, the City has coverage for such claims, but it has
retained the risk for the deductible, or uninsured portion of these claims.

8L
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NOTE 13 - RISK MANAGEMENT (Continued) J

The change in the Workers' Compensation internal Service Fund's claims liability, including
claims incurred but not reponied is based on an independent actarial study prepared annually and
was compuited as follows for the years ended June 30:

. .

2007 2006

Claims liabitity, beginning of year $6,544,000 $5,432,000

: Current year claims 1,000,000 2,004,000
Change in prior year ¢laims (2,282,000) (477.000)
Claims paid, current year claims (109,000} {330,000)

Claims paid, prior year claims (406,000) (81.000)

+ Claims liability, end of y $4,747 000 56,544,000

Current Claims Liabilities £463,000 $577.000

The City’s liability for uninsured general liability elaims, in¢luding claims incurred but not reported
is reported in the General Liability Internal Service Fund. The liability is based on an independent
actuarjal study prepared annually and was computed as follows for the vears ended June 30:

2007 2006
Claims liability, beginning of year $1,926,000 $2,043,000
Current year claims 800,000 1,200,000
Change in prior year claims {863,000) (1,199,000)
Claims paid, current year claims (RZ,000) {B5,000)
Claims paid, prior year claims (117,000) (33,000)
Claims liability, end of year $1,664,000 $1,926,000
Current claims liabilites $158,500 $994,500

The Unempleyment Reserve and Vision Imemal Service Funds had no outstanding claims liability
at June 30, 2007.

»

{NOTE 14 - PREPAID PURCHASED ELECTRICITY |

Dunng fiscal 1999 the City paid $6,138,335 10 the Northern California Power Agency (NCPA) (see
Note [5) a5 a capital contribution for the Geothermal and Hydroelectric Projects debt refinancing.
This contribution has been capitalized on the City's balance sheet and will be amortized in
conjunction with the related debt service savings. The amount amortized for fiscal year 2007 was
$888,577,
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[NOTE 15 - NORTHERN CALIFORNIA POWER AGENCY (NCPA) |

General

The Ciry participates in joint ventures through Joint Powers Authorities (JPAs) established under
the Joint Exercise of Powers Act of the State of California. As separate legal entities, these JPAs
exercise full powers and authorities within the scope of the related Joint Powers Agreement,
including the preparation of annual budgets, accountability for all funds, the power to make and
execute contracts and the right to sue and be sued. Obligations and liabilities of the JPAs are not
those of the City. . .

Each JPA is govereed by a board consisting of representatives from each member agency. Each
board controls the operations of its respective JPA, including selection of management and approval
of operating budgets, independent of any influence by member agencies beyond their representation
on the Board.

The City is a member of NCPA, a joint powers agency which operates under a joint powers
agreement among twenty-one public agencies. The purpose of NCPA is to use the combined
strength of its members to purchase, generate, sell and interchange electric energy and capacity
through the acquisition and use of electrical generation and transmission facilities, and to optimize
the use of those facilities and the member's position in the industry. Each agency member has
agreed to fund a pro rata share of certain assessments by NCPA and certain members have entered
into take-or-pay power supply contracts with NCPA. While NCPA is governed by its members,
nene of its obligations are those of its members unless expressly assumed by them.

The City receives no income from NCPA, and does not participate in all of its projects. Further,
NCPA does not measure or determine The City’s equity in NCPA as a whole, NCPA reporis enly
The City’s share of its General Operating Reserve, comprised of cash and investments, and The
City's share of those Projects in which the City is a participant. These amounts are reflected in the
financial statements as Investment in NCPA Reserve. )

During the year ended June 30, 2007, the City incurted expenses. totaling $17,25%,759 for
purchased power and assessments and prepaid assets paid to NCPA.

The City's interest in certain NCPA Projects and Reserve, as computed by NCPA using unaudited
information, is set forth below, :

June 30, 2007

General Operating Reserve {including advances) $1,547,923
" Associated Member Services (including advances) 722,580 .

Undivided equity interest, at cost, in certain NCPA Power Projects: o
Geothermal Projects 441082
Calaveras Hydroeleciric Project 933179
Combustion Turbine Project No. 1 . 7,694
Geothermal Public Power Line ’ Nil
Combustion Turbine Project No., 2 134,135

Nil

Graeagle Hydroelectric Project
$3,786,593
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{NOTE 15 - NORTHERN CALIFORNIA POWER AGENCY (NCPA) (Continued) |

The General Operating Reserve represents the City's portion of funds which resulted from the
setitement with third parties of issues with financial consequences and recenciliations of several
prior years' budgets for programs. It is recognized that alt the funds credited to the City are linked
to the collection of revenue from the City’s ratepayers, or to the settlement of disputes relating to
elecric pawet supply and that the money was collected from the City’s ratepayers to pay power
bills. Additionally, the NCPA Commission identified and approved the funding of specific reserves
for working' capital, accumutated employees posi-retirement medical benefits, and billed property
taxes for the geothermal project. The Commission alse identified 2 number of contingent liabilities
that may or may not be realized, the cost of which in most cases is difficult to estimate at this time.
One such contingent liability is the steam field depletion which will require funding to caver debt
service and operational costs in’ excess of the expected value of the electric power. The General
Operating Reserve is intended to minimize the number and amount of individual reserves needed
for each project, protect NCPA’s financial condition and maintain its credit worthiness. These
funds are available on demand, but the City has left them with NCPA as a resetve against these
contingencies identified by NCPA.

Members of NCPA may participate in an individual project of NCPA without obligation for any
other project. ‘Member assessments collected for one project may not be used to finance other
projects of NCPA without the member’s permission,

Projects
Geothermal Pm;eo.rs

A purcha.sed power agreement with NCPA obligates the City for 7.880% of the operating costs and
debt service of the two NCPA 110-megawatt geothermal steam powered generating plants, Plant
Number 1 and Plant Number 2.
NCPA's Geothermal Project has experienced a greater than originally anticipated decline in steam
production from geothermal wells on its leasehold property. NCPA has continued 1o monitor the
wells while pursuing altematives for improving and extending reservoir performance, including
supplemental water reinjection, plant equipment modifications, and changes in operating
methodology. NCPPA, along with other steam field operators, has observed a substantial increase in
steam production in the vicinity of reinjection wells and has evaluated a number of altematives to
increase water reinjection at strategic locations. NCPA, together with other steam developers and
the Lake County Sanitation District, has completed the construction of a wastewater pipeline project
that greatly increased the amount of water available for reinjection.

-,
NCPA will continue to monitor the wells while pursuing altematives for improving and extending
reservoir performance, including’ supplemental water reinjection, plant equipment modifications,
and changes in operating methodology. NCPA, along with other steam field operators, has
observed a subsiantial increase in stcam production in the vicinity of reinjection wells and is
attempting o increase water reinjection at strategic locations, NCPA, other steam developers, and
the Lake County Sanitation District have constructed a wastewater pipeline project that greatly
increased the amount of water available for reinjection.
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NOTE 15 - NORTHERN CALIFORNIA POWER AGENCY (NCPA) (Continued) ]

Based on an intemal assessment of the melded costs of power from the Geothermal Project and all
other resources available to the members, NCPA believes its members will continue to be able to
operate their electric utilities on a competitive basis, when compared 10 local investor-owned utility
rates, while meeting all electric system obligations including those to NCPA. In January 1996,
NCPA issued $167,940,000 (1996 Refunding Seties B), and $5,420,000 (1996 Taxable Series C) in
variable rate revenue bonds, the proceeds of which were used to refund a portion of the 1987
Refunding Series A Revenue Bonds. In August 1998, NCPA remarketed $121,590,000 (1996
Refunding Series A) of revenue bonds changing the interest rate from a weekly interest rate 10 a
long term rate. The City is obligated to pay its contractual share of the debt until it is fully satisfied,
regardless of resuting cost or availability of energy. At June 30, 2007, the book value of this
Project’s plant, equipment and other assets was $144,795,307, while its long-term-debt totaled
$101,055,554 and other liabilities totaled $43,739,753. The City's share of the Project’s long-term
debt amounted to $7, 963,178 at that date.

On October 28, 2004 NCPA approved a resolution to finance the expansion and remodeling of
NCPA main office building located in Roseville. The expansion is included as part of the
Geothermal Projects funded by the bonds mentioned above, The City will recover its 7.880% share
of the cost of the expansion which was $204,958, with a 5% return on the investmen! over a {en
year period. As of June 30, 2007 the City was owed $176,054.

Calaveras Hydroelectric Project ' ' ’ ’ !

In July 1981, NCPA agreed with Calaveras County Water District to purchase the cutput of the
North Fork Stanislaus River Hydroelectric Development Project and to finance ils construction,
Debt service payments to NCPA began in February 1990 when the project was declared
substantially complete and power was delivered to the participants. Under its power purchase
agreement with NCPA, the City is obligated to pay 12% of this Project’s debt service and operating
costs.  On April 16, 2002, NCPA completed the $86,620,000 refunding of revenue bonds at a
weekly variable interest rate, initially set at 5.097%, and a net present value savings of $10,160,431.
During fiscal year 2002 the City paid $11.6 million to NCPA for its share of refunding the 1992
Refunding Series A Bonds and costs of issuance related 1o the 2002 Refunding Series A, Band C.
Bonds. At June 30, 2007, the book value of this Project’s plant, equipment and other assets was
§508,146,517 while its long-term debt totaled $480,611,061 and other labilities totaled
$27,535,456. The City's share of the Pro_]ect s long-term debt amounted to $57, 673 327 at that
date.

Combustion Turbine Project No. 1

In October 1984, NCPA financed a five-unit, 125-megawatt combustion turbine project. The
project, built in three member cities, began full commercial- operation in June 1986, providing
reserve and peaking power, Tn December 1989, NCPA issued $68,958,257 in fixed rate revenue
bonds, the proceeds of which were used to defease the bonds then outstanding. Under the NCPA
power purchase agreemeny, the City is obligated to pay 13.5840% of this Project’s debt service and
operating casts. At June 30, 2007, the book value of this Project’s plant, equipment and other assets
was 518,212,266, while its long-term debt totaled $15,210,893 and other liabilities 1otaled
$3,001,373. TThe City’s share of the Project’s long-term debt amounted 10 $2,065,639 at that date,
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[ NOTE 15 - NORTHERN CALIFORNIA POWER AGENCY (NCFA) (Continued) |
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Geathermal Public Power Line

In 1983, NCPA, Sacramento Municipal Utility Disttiet, the City of Santa Clara and the Modesto
Irrigation District (joint owners) initiated studies for a Geothermal Public Power Line (GPPL)
which would carry power generated at several existing and planned geothermal plants in the
Geysers area to a location where the joint owners could receive it for transmission to their load
centers. NCPA has an 18.5% share of this Project and the City has a 14.1756% participation in
NCPA’s share, In 1989, the development of the proposed Geothermal Public Power Line was
discontinued because NCPA was able to contract for sufficient transmission capacity to meet its
needs in the Geysers. However, because the projecs financing provided funding for an ownership
interest in a PG&E transmission iine, a central dispatch facility and a performance bond pursuam to
the Intercannection Agreement with PG&E, as well as an ownership interest in the proposed GPPL,
NCPA issued 516,000,000 in long-term, fixed-rate revenue bonds in November 1989 to defease the
remaining variable rate refunding bonds used to refinance this project. The City is obligated to pay
its 14.1756% share of the related debt service, but debt service costs are covered through NCPA
billing mechanisms that allocate the costs 1o members based on use of the facilities and services.

At June 30, 2007, the book value of this Project’s plant, equipment and other assets was 3,346,061,
while its long-term debt totaled 83,298,170 and other liabilities totaled $47,891, The City’s share of
the Project’s long-term debt amounted to $467,680 at that date.

Combustion Turbine Project No. 2 (Steam Injected Gas Turbine Project)

The City is a participant in a 49.8 megawatt Steam Injected Gas Turbine project which was built
under tumkey contract near the City of Lodi and declared substantially complete on April 23, 1996
In October 1992, NCPA issued $152,320,000 of Multiple Capital Facilities Revenue Bonds to
finance this project, a sirmnilar project for the Turlock Irrigation District in Ceres, and Lodi system
facilities. Under the NCPA power purchase agreement, the City is obligated to pay 36.50% of the
debt service and operating costs for the Lodi unit.

The City's participation in procurement of natural gas for fuel for existing and new combustion
turbine units was approved in 1993. Although there is currently no additional debt financing, the
City and NCPA have commitied to long-terms payments for gas transmission pipeline capacity, and
entered a purchase contract for natural gas, The City is cbligated to pay 17.9218%.

At June 30, 2007, the book value of this Project’s plant, equipment and other assets was
$67,749,862, while its long-term debt totaled $65,067,009 and other liabilities totaled $2 682,853,
The City's share of the Project’s [ong-term debt amounted to $23,749,458 at that date.

Graeagle Hydroelectric Project

The City’s participation in this small hydroelectric project was approved in 1993, Although this

project does not involve any financing, it does involve a long-term contractual commitment to
purchase the power produced by the project.
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[NOTE 15 - NORTHERN CALIFORNIA POWER AGENCY (NCPA) (Continued) |
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NCPA Financial Information

NCPA's financial statements can be obtained from NCPA, 180 Cirby Way, Roseville, CA 95678.

J NOTE 16 - SOUTH PLACER WASTEWATER AUTHORITY j

The City is a member of the South Placer Wastewater Authority (SPWA), a joint powers agency
which operates under a joint powers agreement among three public agencies, the City of Roseville,
South Placer Municipal Utility District and Placer County. The purpose of SPWA is to provide for
the planning, financing, acquisition, ownership, construction and operation of the Reglonal
Wastewater Facitities. -

Under the terms of a funding agreement, the City will own and operate the Regional Wastewater
Facilities, Under the terms of this agreement the member agencies will share the operating costs of
the Facilities after construction is complete. The Regional Wastewater Facilities include the Dry
Creek Plant and the Pleasant Grove Plant. In November 2000, the SPWA issued Revenue Bonds
Series A and Series B in the original principal amounts of $109,775,000 and $70,000,000
respectively. The purpose of these bonds is to partially finance the costs of acquisition and
construction of the Pleasant Grove Wastewater Treatment Plant. On September 2003, the SPWA
issued Refunding Revenue Bonds in the original principal arnounts of 597,000,000 The purpose
of these bonds is to advance refund the 2000 Revenue Bonds Series A. The three agencies are
responsible for the repayment of the Revenue Bonds. The City’s share of this obligation was
determined to be 54.17%. As a result, this portion of the debt was recorded on the City's
financial statements, as discussed in Note 9.

During the year ended June 30, 2007, the Cny paid $9,677,804 to SPWA based on connection
fees collected during the fiscal year,

The City records its share of income and expenses from SPWA in the Wastewater Enterprise Fund
and these changes are reflected in the Statement of Revenues, Expenses and Changes in Retained
Earnings. The City's Interest in SPWA Reserves at June 30, 2007 was $115,434,780.

SPWA's financial statements can be obtained fmm the City of Roseulle 311 Vemon Street,
Roseulle California, 95678.
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NOTE

17 - MUNICIPAL SOLID WASTE LANDFILL CLOSURE AND POST CLOSURE CARE

[ NOTE 18 - COMMITMENTS AND CONTINGENT LIABILITIES (Confinued) |

COSTS

State and federal laws and regulations require that the City perform certain maintenance and
monitoring functions at the Roseville sanitary landfill site, which is closed, through the year 2024,
Accordingly, the City has recorded a liability and expense in the Enterprise Solid Waste Fund for
the estimated posiclosure care cost. The recorded amount is based on applicable state and local
laws and regulations concerning closure and postciosure care. If additional postclosure care
requirements are determined {due to changes in technology or applicable laws or regulations, for
example), these costs may resubl in increased charges to future landfill users or the usage of future
tax revenues. As of June 30, 2007, landfill closure liability was §3,546,209.

1

[ NOTE

18 - COMMITMENTS AND CONTINGENT LIABILITIES ]

ve-d

Under the terms of its NCPA joint venture agreement, the City is contingently liable for a portion of
the bonded indebtedness issucd by these agencies under take-or-pay or similar agreements, as
discussed in Note 15. The City’s estimated shate of such debt outstanding at June 30, 2067 was
$91,919,282. Under certain circumstanices, the City may also be responsible for a portion of the
costs of operating these entities. Under certain circumstances, such as default or banktuptey of
other participants, the City may also be liable to pay a porhon of the debt of these joint ventures gn
behalf of the other pamctpants

R}
v

The City participates in Federal and State grant programs. These programs have been audited by
the City’s independent accountants in accordance with the provisions of the federal Single Audit
Act amendments of 1996 and applicable State requirements. No cost disallowances were proposed
as a result of these audits; however, these programs are still subject to further examination by the
grentors and the amount, if any, of expenditures which may be disallowed by the granting agencies
cannot be determined at this time. The City expects such amounts, if any, to be immaterial.

The City is subject to litigation arising in the normal course of business. In the opinion of the City
Attorney there is no pending litigation, other than disclosed above, which is likely to have a
material adverse effect on the financial position of the City.

On September 30, 2005 the City signed a Lease and Sublease Agreement with Roseville
Invesiments, LLC for the de\'.'elopmem of two hotels and a conference center within the North
Central Roseville Specific Plan Area. According to the terms of the Agreement, the City will
lease the property in an aggregate amount of $10 million from the Developer. The City will
advance the lease payments for the public improvements at the site. The Developer will then
sublease the public improvements from the City commencing upon the issuance of a certificate of
occupancy for the first hotel for a ferm of ten years. At the end of the 10-year period, the
Developer is required to make a balloon payment for any remaining rental payments up to the S 10
million.
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Construction and Qther Commitments

The City has the following outstanding construction commitments at June 30, 2007:

Projects Amoutits
Roseville Energy Park $9,862,077
WTP Expansion Phase ITI 3,000,000

NOTE 19 - GAS SUPPLY ACQUISITION AND RESALE l

The City operates certain electrical generating plants which provide power for sale to the pubtic
and needs reliable, economic supplies of natural gas {o generate the needed electricity. In pursuit
of that abjective the City and its component unit, the City of Roseville Redevelopment Agency
formed the Authority for the purpose of acquiring, financing and supplying natural gas to the
City. Summarized below are various agreemems entered into by the Authority to achieve its

purpose.

»
i

Prepaid Gas Agreemem ' ’ T : '
. . , ]
Pursuant to an Agreement for the Purchase and Sale of Natuml Gas dated January 24, 2007 the
Authority used a portion of the proceeds of its $209,350,000 of Gas Revenue Bonds, Series 2007
(the Bonds) to prepay Merrill Lynch Commodities, In¢, {(Gas Supplier) for a twenty year supply
of natural gas. Commencing January |, 2608 and continuing through December 31, 2027, the
Gas Supplier’is obligated to deliver daily contract quantities of natural gas on a firm basis to the
designated delivery point. Daily contract quantities vary from month to month but not from year
to vear. This commiiment totals 2,352,000 MMBtus (millions of British thermal units) per year or
47,040,000 MMBtus for the twenty year contract period. The Authority has recorded a Prepaid
Natural Gas asset which is 1o be amortized as daily contract quantities are delivered. During the
period ended June 30, 2007, the Seller had not commenced delwexy of gas and a.momzauon of
the prepaid had not commenced. '

¥ . -

s

The agreement provides for payments 1o be made»by the'Gas Supplier if it fails to deliver. the
daily contract quantities and may be terminated by the Authority in the event of non-performance
by the Supplier. The Agreement will automatically terminates if there is & terminiation of the
Commodity Swap (See note 3 C below) which is not due to default by the Authority or if there is
an event of default under the swap agreement entered into by the Gas Supplier and a third party.
Upon early termination, whether due to the above or due to any other optienal termination event
as defined in the agreement, the Gas Supplier i$ required 10 make a termination payment to the
Authority that.is expected to be sufficient, together with other available funds, 10 redeem the
Bonds. The Gas Supplier'’s commitments under this agreement are guaranteed by its parent
company, Merrill Lynch & Ce. Inc. under a guarantec agreement with the Authority.
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Funding Agreement

Under certain conditions specified in a Funding and Assignment Agreement dated January 24,
2007 berween the Authority and Gas Supplier, the Gas Supplier has agreed to advance funds to
the Trustee to pay debt service when due or to redeem bonds in the event of early termination.
Advances are required under covered swap deficiencies and covered termination deficiencies and
optional advances may afso be made. Advances are repayable from by the responsible party
causing the deficiency requiring an advance under this agreement. This agreement is coterminous
with the Bonds. The Gas Supplier’s commitment under this agreement is guaranteed by its parent

company, Merrill Lynch & Co. Inc. under a guarantee agreement with the Authority.

There were no advances outstanding as of June 30, 2007, .
Supply Agreement

Pursuant 10 a Natural Gas Supply Agreememt dated February 1, 2007, the Authority has agreed to
sell to the City a twenty year supply of natural gas. This Supply Agreement is coterminous with
and provides for the delivery of natural gas in quantities which are matched to the Prepaid Gas
Agreement, discussed above. For each MMBtu delivered (sold) to the City, the Authority will
receive a variable revenue stream based on a first of the month index for the delivery locatien.

The Agreement terminates upon termination of the Prepaid Gas Agreement or upon the City's
failure to make any required payment within two business days of the due date.

Commodity Swap Agreement

In order to have its gas price exposure consistent with prevailing market rates, the Authority
entered inmto a natural gas Commeodity Swap Agreement with JPMorgan Chase Bank
(Counterparty). For the term of deliveries under the Prepaid Gas Agreement and the Supply
Apgreemeni, the -Authority will pay an index price per MMBtu to the Counterparty, and the
Counterparty wilk pay a fixed price to the Authority. The index price paid by the Authority is
expected to approximate the price paid by the City under the Supply Agreement. .

-'I'he monthtly quantity and term of the Commodity Swap Agreement are matched to those of the

Supply Agreement

MODIFIED APPROACH TO REPORTING STREET PAVEMENT COSTS AND PARKS AND
LANDSCAPING COSTS

GASB Statement 34 allows the City to use the Modified Approach with respect to infrastructure assets
instead of depreciating these assets. The Modified Approach may be used if two requirements are met:

1) The City must have an asset management system (AMS) with certain features.

v It must maintain an up-to-date inventory of the infrastructure assets.

v It mnust estimate the annual costs to maintain and preserve those assets at the condition leve] the
City has established and disclosed through administrative or executive policy or legislative
action,

¥ The AMS must be used to assess the condition of the assets periodically, using a measuremem
scale.

¥ The condition assessments must be replicable as those that are based on sufficiently
understandable and complete measurement methods such thar different measurers using the same
methods would reach substantially similar results,

2) The City must document that the roads, parks and landscaping are being preserved approximately
at or above the condition level the City has established and disclosed. This documentation musi
include the results of the three most recent complete condition assessments and must provide
reasonable assurance that the assets are being preserved approximately at or above the intended
condition level.

Street Pavement T

The City has elected to use the Modified Approach to report street pavement costs, The City uses a

computerized Pavement Management System to track the condition levels of each of the street sections.

The condition of the pavement is based on a weighted average of seven distress factors found in pavement
surfaces. The pavement management System uses a measurement scale that is based on a condition index
mngmg from zero for a failed pavement to 19 for pavement with perfect condition. The condition index
is used to classify pavement in good or betier condition (7.0-10.0), fair condition (5.5-6.9), and
substandard condition {less than 5.5). .

The City's maintenance costs are budgeted to be $5,929,683 in fiscal 2008, The Pavement Qunl:ty Index
(PQI) for the City’s street pavement for the last nine years is as follows:

PQI
Year Arterial/ Maintenance ) Actual e
Collector Residential Budget Maintenance '
99/00 N/A N/A 33,967,410 . 52,386,645
" 00/01 1.7 1.6 3,615,450 1,240,576
01/02 . 7.8 7.5 2,784,660 3,730,265
02/03 7.8 7.9 4,766,980 . 2,665,863
03/04 7.6 7.6 5,733,500 2925909
04/05 75 7.9 6,499,729 4,284,993
. 05/06 7.5 7.9 7,794,196 7,213,261
. 06107 7.7 8.0 5,521,428 . . 9,206,007
07/08 7.9 8.0 5,929,683 N/A
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| REQUIRED SUPPLEMENTARY INFORMATION (Continued)

The City’s policy based on current funding is lo maintain arterial and collector roadways at an averzge
Pavement Quality Index (PQI) of 7.5 and residential roadways at an average PQI of 6.5. This rating allows
for minor cracking and revealing of the pavement along with minor roughness that could be noticeable to
drivers traveling at posted speed. The City expended 59,206,007 for street preservation in fiscal 2007.

Parks and Landscaping

The City has also elected to use the Modified Approach to report parks and landscaping costs. The City
uses a computerized Grounds Management Syster to track the condition levels of each of the parks and
landscaping.

The condition of the parks and landscaping is based on a weighted average of six levels of cendition. The
ground management system uses a measurement scale that is based on various levels ranging from six for
an undeveloped natural area to one for parks and landscaping with high-quality, diverse landscaping with
state-pf-the art maintenance. The condition index is used-to classify parks and landscaping in the
following levels: state-of-the-art to high-level maintenance (1-2), moderate to moderately low level
maintenance (3-4), reinimuarn-level mainienance {5), and natural area that is not developed (6).

The City's maintenance costs are-budgeted to be 35,309,367 in fiscal 2008. The Ground Management
Index (GMI) for the City’s parks and landscaping maintenance for the last ten years is as follows:
) [

LN GMI (Level)

Fiscal Parks and - Maintenance Actual
Year - . Landscaping Budget Maintenance
98/99 N/A NiA NiA
99400 - - N/A o« N/A N/A
00/01 N/A . NiA WA
01/02 2 £3,213,790 §3,078,263
02/03 2 3,796,952 1,439,081
03/04 2 3,946,547 3,648,683
04/035 2 4,349,147 3,879,242
05/06 2 4,633,558 4,309,506
06/07 2 v 5,111,124 5,028,402
071’08 2 5,309,367 N/A

The City’s pohcy based on current funding is to maintain parks and landscape at an average Gmund
Management Index (GMI) of Level 2. This rating allows for high-level maintenance and is the
recommended Iewel for most orgamzatlons The City expended $5,028,402 for maintenance for fiscal
2007. . '

- . . ! .
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[ NON-MAJOR GOVERNMENTAL FUNDS )

SPECIAL REVENUE FUNDS

Lighting and Landscape and Service Districts Fund. To account for the collection of assessment
revenue from property owners for the maintenance of surrounding park and landscnpmg improvements
within the boundaties of each district, L

State Gasoline Tax Fund, To account for revenue apportioned to the City from the State-collected gas
tax revenues and spent for construction and maintenance of City streets. Y

Home Improvement Fund. To sccount for loan activities for the production of affordable housing.

. : - [_P: v, -
California Library Services Fund. To account for revenues and grants from the State to be expended
for library related materials

Traffic Safety Fund. To account for the City's share of f'nes generated from violations of the State
Motor Vehicle Code. .

FEMA Fund. To record revenues received from FEMA and OES for federal and/or state recognized
digaster claims. . . .
Trench Cut Recovery Fund. To account for the collection of foes charged by the City for éutt'iﬁg
trenches in paved roadway and spent for maintaining the street if usefial life is decreased. .

Law, Enforcement Block Grants Fund. To account for the collection of grants from the Federal
Depanmenl of Justice A351stance and expended for front line law enforcemem

Five Facilities Fund. To account for fees applied to new construction and expended for construction or
repair of fire facilities and equipment for which i1 creates a need.

Public Facilities Fund. To account for fees applied to new construction and expended for the,
development of public facilities for which it creates a need. .t

. N . - :
Park Development Fund. To account for collection fees applied to new construction and expended for
neighborhood and community park and recreation facilities.

Pleasant Grove Drain Basin Fund. To account for collection of fees applied to new construction’and
expended for mitigation of developmental impacts on the Pleasant Grove watershed. -

Tree Propagation Fund. To account for fees assessed on oak trée removal and expended on the

continuation and preservation of tree planting within the City.
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NON-MAJOR GOVERNMENTAL FUNDS (Continued)

Air Quality Mitigation Fund. To account for mitigation fees to fund future emission reduction projects
for air quatity.

Commupity Development Block Grant/HOME Fund. To account for monies received from the
Department of Housing & Urban Development and expended for programs and activities to benefit low-

income residents, and to account for funds received from the Federal govemment used to produce
affordable housing and rehabilitate existing residential units.

Housing Authority Sectien 8 Fund. To account for monies received from the U.S. Department of
Housing and Urban Development and expended for rental assistance to low income households within the
Roseville and Rocklin areas.

Affordable Housing Fund. To account for monies received from property whose land use was changed
from residential to commercial and from affordable housing agreements. These monies are then used to
fund other affordable housing projects.

Park and Recreation Donation Fund. To account for donations and revenues received by Park and
Recreation Facilities and for Olympus Pointe Sculpture Park maintenance.

Forfeited Property Fund. To account for revenues received from confiscated property.
Storm Water Management Fund. To accumulate expenditures for future storm water mandates.

Traffic Signal Fund. To account for traffic signal coordination and maintenance funded by developers
and the Electric Fund.

South Placer Animal Control Sheltter. To account for the collection of fees for the construction of an
animal shelter.

Bike Trail/Open Space Maintenance. To account for the accumulation of funding for the maintenance
of the City's bike trails and open spaces.

TFraffic Mitigation. To account for revenues and expenses related to major roadways and related
structures such as bridges or interchanges.

DERBT SERVICE FUND

Roseville Finance Authority Fund. To account for the accumulation of resources from lease payments
and the payment of long-term debt incumred by the Finance Authority.

CAPITAL PROJECTS FUNDS

Buiiding Fund. To account for approved capital projects within the City funded by various fees and
sources.

General Capital lmprovement Projects Rehabilitation Fund. To account for the approved
rehabilitation of existing City property funded by the General Fund.

NON-MAJOR GOVERNMENTAL FUNDS (Continued)

PERMANENT FUNDS

Roseville Aquatics Complex Maintenance Fund. A permanent fund established to account for
contribution from the High School District. Only the interest earnings can be spent on helping maintain
the Aquatics Complex. ,
Citizens Benefit Fund, A permanent fund established to account for the proceeds from the sale of any
municipally owned Hospital and interest eamings expended for improving the quality of life for the
citizens of the City of Roseville, . -
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CITY OF ROSEVILLE
NON-MAJOR GOVERNMENTAL FUNDE

COMBINING BALANCE SHEET
JUNE 30, 2007
' 4 - SPECIAl, REVENUE FUNDS
Tt [ N . T 1’
Lighting and
, Landscape State California
.. and Sexvice Gasoline Home Library Traflic
A Districts’ Tax Improvement Services Safety
ASSETS
Cagh and investments in City Treasury . 34,538,577 56,114,364 741,454 $684,227
Restricted cash and investments with fiscal agents | N .
Receivables:  ~ E ’ '
Accounts 166,249 4,213
Accruedinterest’, { 35,624 653,740 26,440 6213
TDnue from other government agencics 907,285 24,556 5192,742
Due from other funds . -
Advances 10 other funds ) . 3.500,000
Deferred receivables '
Notes reerivables 55570
Total Assets R $4.740,450 $11.579.902 3823864 §714.996 5192742
. ————
LIABILITIES
Accounts payable L B 1 o$338.642- $2.674,966 $303
Aceroed lishilities $100
Due o other funds 192,641
Due 10 other EoveTument agencies . o
Advances from other funds 500,000
Deposits
Defemmed revénue - 337443 " $28978°
Deferred liabilities 21,968
Total Lizbilities 338,642 3,534,382 28,878 Etx] 192,741
FUND BALANCES ’
. . Far) .
Reserved for:
Advances 3,900,000
Epcumbrances . S 524,433 1,967,783 400,000 .
Dieferred receivables and notes receivable 26,992
Dbt service N t
Unreserved:
Designated for carryover of
£apital Umprovement projects et
Undesignated . - 1,872,315 2,177,737 767.894 314,693 3
TOTAL FUND BALANCES 4,401,808 8.045.520 794,886 114,693 i
Total Liabiliies and Fund Balance: i $4,740.450 511,579,902 5714.996 §192,742

+

%6

$821.864
S —————

SPECIAL REVENUE FUNDS
Trench Cut Law Plcasant
Recovery Enforcement Fire Public Park Grove Drain
FEMA Fund Block Grants Facilities Facilities Devel Basin
564,037 $213,880 $7.710.571 £8,504,12% $22.078,17% $5.915.532
1,389,630
250
652 2917 87.774 90,266 271,044 38,607
$617,587
157.685 167,178 55,467 198,75
$617.587 364,639 $216.797 $9.545.640 $9.051,569 522,404.937 56,173,071
529,132 277,436 42017 $103.170
$617,587
$203,697 357,594 367,178 55,467 198,875
243,164
617,587 203,697 386.726 544614 740.948 302,045
684,635 164,142 8112
. . $54.689 13,100 3.474.229 8,406,955 21,499,347 5,862,864
i " 54.689 13,100 9,158,934 8,406.955 21663989 ° 5870975
T N _ — —— o . T
$617,587 364,589 $216.797 59,545,640 59,051,569 522404937 $6.173.021
. . . .. {(Continued)
P .. . . e
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ASSETS

Caab and investments wn Ciry Treasiny
Restricted cash and investments with fiscai agents
Receivables: N
Accounts
Accrued interest
Due from other government agencies
Duc from other funds
Advances to other fimds
Deferred receivables
Noves receivables

Total Assets
LIAEBILITIES

Accounts payable

" Accrued liabilies

Due to other funds

Due to other government agencics
Advances from ather funds
Deposits

Deferred revenue

Deferred liabilties ,

FUND BALANCES

Reserved for:
Advances
Encumbrances
Deferred receivables and notes receivable
Deebt service
Unreserved:
Designated for camryaver of
capital improvement projects
Lindesignated

TOTAL FUND BALANCES

Total Liabilities and Fund Balance:

CITY OF ROSEVILLE
NON-MAJOR GOVERNMENTAL FUNDE
COMBINING BALANCE SHEET

JUNE 39, 2007

SPECIAL REVENUE FUNDS

Community
Development Housing
Tree Air Qualiry Block Authority Affordable
Propapstion Mtigation GrantHOME Section § Housing
§5.151.659 . 515241 324232 $657,256 33,518,510
44,553
4884
53267 235 9841
308,651 25,403
50,000
150,000
1,922,044 2.161.053
§5.204.926 $116.176 $5.454.927 §729.096 55,978,034
5708 549,974 5294,289
2,184 154,984 £1,589
274,044
7.922,044
20,500 2,181,856
708 8.248.246 469773 2.183.445
150,000
11,041 1,500 51,675
5,203,177 5116176 204,781 259,323 1.592.914
5204,218 116,176 206,681 259,323 3,794,589
£5,204,926 5116176 58,454,927 £724,096 $5.978.014
ks

98

SPECIAL REVENUE FUNDS
Park and South Flacer Bike Trait/
Recreation Forfeited Stonn Water Traffic Asimal Oper Space Traffic
Donation Propesty Management Signal Contrel Shelter Maintenance Mitigation
$355,257 §102,207 3267426 52,777,050 830,864 $104,509 $19.223.546
. 29,446 2,051 555
3,598 914 2,515 30,284 176 1,314 177,080
427,087
200,000
200,000
1,537,478
§358,855 $103,121 $269.541 32,336,250 $31.040 5107534 521.765,746
357 6,806 $12.490 315470 31300379
4,888 17,648
212,500
1,628,025
94,335
57 11,694 30.138 15,470 3,235,219
$200.000
116,238 315,414 863,161
$358.793 $103.121 142,009 2.791.198 $31.040 392,464 517,467,346
358,798 103121 258247 2.806.612 31,040 92.464 18.530.507
$358,8535 5103.121 $269.941 32,836,150 $31.040 $107.934 321,765,746
{Continued)
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COMBINING BALANCE SHEET

CITY OF ROSEVILLE
NON-MAIJOR GOVERNMENTAL FUNDS

JUNE 30, 2007
DEBT SERVICE CAFITAL PROJECTS PERMANENT
FUND FUNDS FUNDS
General Capital Reseville Total
Improvement Aquatics Nonmajor *°
Roseville Finance Projets _ Complen Citizens _ Governmental
Authori Building i Mmnwnance Benefit * Funds
, ASSETS N * T -
Cath xnd mvestmenty in City Treasury $53,64% 35420078 315,802 820 $597.375 $16,732.582 3127.589,411
Reatricted cash and investments with fscal agent 1,395,681 2,826,244
Receivables
Accounty 207,648
Accrued interest - 28,208 42,062 174,322 10,946 90,534 1,956,930
Due from other govemnment agenties 56 2,704,167
Drue from other funds 250,000
Advances to other funds 4,250,000
Deferred receivables 2,516,681
Notes ceecivables 10.139.067
Total Assers 51,472,515 "~ 55,462,996 $15.977.142 ° 5608321 $16.832.116 $152.440, 830
i ——
LIABILITIES :
Accounts payable $L117,552 ) 36,663,691
Acoued Halioes 2,678 184,071
Due to other funds $6,438 1,303,230
Due to other govonrment sgencics 7.922.044
Advances fom otier funds 500,000
Deposits 600,000 600,000
Deferred cevenue - 5379618
Deferred liabilities 358467
Tota) Liabalities 1120230 606,458 22912121
FUND EQUITY
Reserved for:
Advances ‘. 4,250,000
Encumbrances 191,785 4,990,369
Dreferred receivables 2od notes receivable 26.992
Db service §1,477,535 1472535
Voreserved:
Designmad for carryover of
capital mprovement projects 4150981 $15,972,142 20,128,123
Undetignatad 1.863 3i6.832,116 98 655,710
N . [N N
TOTAL FUND BALANCES 1477535 4,342,766 15,977,142 1.863 16.832.116 129,528,729
Total Lisbilwtien and Frnd Balances 51477.535 $5,462,996 315,577,142 $608,321 516.832.116 $152.440.850

This Page Lefi Intentionally Blank



REVENUES
Taxes
Charges for services
Subventions and grants
Use of mancy and property
Fines, forfeirares and penalties
Contmbutions from developers
Miscellaneous revenues

Total Revenues +

EXPENDITURES
Current;
Genersl govemnment
Community development and planning
Public works
Public safety:
Fue
Library
Parks and recreation
Housing assisnce payments
Capital outlay
Drebit serviee:
Principal retirement
Interest and fiscal charges

19-4

Total Expenditures
EXCESS {DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SQURCES (USES)
Transfers in
Transfers (our)
Total Otber Financing Sources (Uses)
Net change in fund balances
Fund balances at the begioning of the perind

Fund balances at the end of period

CITY OF ROSEVILLE
NON-MAJOR GOVERNMENTAL FUNDE
COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 2007

SPECIAL REVENUE FUNDS
! Lighting and
Landscape State Califtrnia
and Service Gasoline Home Library Traffic
Districts Tax Improvement Services Safcty
§3.907.828
- $69,715
$1.996.342 60,417
T 165,899 470,803 337,746 56,456
§1,440,468
34,078 1,071,282 20.819
4,107,805 3,541,627 37,746 237.427 1.440.468
965,958
12,000
2,819,533
11,189,319 11,225
21,968
2,819,833 12,177,245 23,225
1,288.272 (2,635.618) 37.746 214.202 1,440,468
3655718
£140,999) (445.938) (340} (1,564,320%
{340,999) 3,209,777 (340} {1.564,320)
947273 (5,425,841) 37,748 213,862 {123.852)
3,454,535 13.471,361 157,140 500,831 123,853
$4,401.808 58,045,520 §754,886 $714,691 51
=

102

103

SPECIAL REVENUE FUNDS
Trench Cut Law Pleasant
Recovery Enforcement Fire Public Paxk Grove Drain
FEMA Fund Block Grants Facilities Facilines Development Basin
$2.017.309
$3,337.905 54,854,512 5865,718
§613.206 5147.450 60,814 376,000
53,146 11,948 342,950 490,250 1,130,070 381,793
3,580 256.932 2,836 471
628,206 6,726 159,393 2,878,005 3,828,155 6.363.418 1.247.997
) 6876 LR
132,281
742,643
248,405
445,153 3,335,885 218,240
151,910
97,178
1,446,881 5,876 3,584,290 351,693
418,206 6,726 159,398 1,431,124 3.82127% 2,775,128 896,304
1896454 696,224
(628,206} {410} (146,755) {4,621,294} (4,171,200) (2,132,886) (240,493)
(628,206) {410} (146,755) (2,924,840} {4,171,200) {1,436,662) (240,491)
6,316 12,643 {1,493,716) (343,921) 1,342,466 655,811
58,373 457 10,652,630 8.756.876 20,321,523 3,215,165
$64.689 $13.10 33,158,214 1E,406.955 $21,663 989 $%.870.976
= D
{Continued)
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REVENUES
Taxes
Charges for services
Subventions and grants
Use of monry and property
Fines, forfeitures and penalties
Contnbutions from developers
Miscellaneous revenues

« Total Revenues |

EXPENDITURES
Current:

Grenetal government
C < devel

and

Y develop
Public works
Public safety:
Fire -
Library
Perks and recreation
Houting assistance payments
Capital outlay
Debrt service:
Principal retiremant .. .
Interest and fiscal charges

Total Expenditures

EXCESS {DEFICIENCY) OF REVENUES

OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)

Transfers in .
Transfers {out)

Totsl Other Financing Scurces (Uses)

Net change in fund balances

Fund balances al the beginning of the peniod

Fund balazces at the end of perios

CITY OF ROSEVILLE

NON-MAJOR GOVERNMENTAL FUNDE
COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED JUNE 30, 2007

SPECIAL REVENUE FUNDS
7 Community’
Development Housing
Tree Ar Qualwy DBk Authority Affordable
Propagaion Mitigation Grant/HOME Section 8 Housing
$254,085 48,231 $561,401
51,119,705 $3,730,019
257,932 4097 11664 38,123 183,830
899.645
668,672 22,744
512,018 52,328 1.800,041 3.790.886 1.644.876
771 N -
2,199,036 435,104 922,661
3.328.656
15,169
17,733 2,199,036 3,763,760 522,661
494285 52,328 (398,995 21126 12215
119,613 .
(5,900} - (35710} (1,260
(5.900) 119,613 {35,710} {1,260)
'
488,385 52328 (279,382) (8,584) 720,955
4,715,833 63,848 486,063 267,907 3,092,634
$5.204218 $116.176 $206.681 $259.323 $3.794.589
v
104

DERT SERVICE
SPECIAL REVENUE FUNDS FUND
Park and South Placer Bike Trailf
Recreation Forfeited Storm Warter Traffic Animal Open Space - Traffic Roseville Finance
Donation Property M Signal Control Shelter Maintenance Mitigation - Authority
" 558,692 526,550 - N $12377,771 i o
1,515,612
317,289 $3.,702 $12,070 144,870 . 58% 4,720 §66,630 s1.652,522 * 7
250
52,002 28,692
15.375 56,134 1276 45.800 2,051 856.376 906,807
32,664 59,816 13,596 301,364 27.139 35,463 15,616,583 2,559,329
- . - . s
) ) - 150,697 ) 936,494
498,305 1,183,821 736,580
1057 465
143,121 3,559,172
615,000
2233210
1057 463 498,305 1,326,942 150,697 9,295,752 3,784,706
- - - - e e o -
31,607 59,371 484,709 (1,025,578} 21,139 (115.234) 6,320,837 (1,225,377)
506,792 1,689,770 207,698 §00,000 1,357,514
{19.750) {131.046) (1,111,420) -
487,052 1,558,724 207,693 (311,420) 1,357,514
31,607 59,371 2343 533,146 27,139 92,464 4,009,417 132,137
127 43,750 255,904 2,273,466 3,901 12,521.090 1,345,398
$158.798 5103,121 3258247 32,806,612 331,040 $92.464 $18.530,507 $1,477,535
. N - " (Continued)
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REVENUES
Taxes
Charges for services
Subventions and grants
{se of morey apd property
Fines, forfeitures and penalties
Contributions fom developers
Miscellanecus revenues

Total Revenues

EXPENDITURES
Curent:
Geperal government
Commusity development and plasning
Public waorks
Public safety:
Fire
Library
Parks znd recreation
Housing assistance payments
Capna outlay
Debt service:
Prncipal retirement
Interest and fiscal chacges

Total Expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers 10
Transfers (out)
Total Other Financing Seurces (Uses}
Net change in fund balances

Fund balances at the beginning of the periad

Fund batances st the end of periex

CITY OF ROSEVILLE
NON-MAJOR GOVERNMENTAL FUNDE
COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUUND BALANCES
FOR THE YEAR ENDED JUNME 30, 2007

CAPITAL PROJECTS PERMANENT
FUNDS FUNDS
Genera| Capital Roseville Total
Tmptovement Aquatics Noumajer
Projecis Comyfilex Citizens Gevernmental
Building Rehabilimtion Mainfenance Benefit Funds
55,925,137
22,484,621
$17,361 9,655,126
211117 $833,347 33,649 SRS, 178 8,432,185
1,440,718
980,339
718 111,107 4,071,258
229,196 833,347 3,649 1,006,285 52,995,584
601,954 1,699,757
1,689,082
1,384,664
742,643
12,000
3,069,460
3,328,656
12,252,250 36.169,534
776,910
2,352.155
12,252,250 501954 55,225,061
(12,023,054} 833,347 3,649 404,331 (2,229,477}
12,055,186 1,500,000 24,284,966
(13,250) (2,320,885) (17,932,052)
12.041.936 (320,885) 6,352,914
18.882 12462 3.649 404,331 4,123,437
4.323.884 15,964,680 1.786) 16,427,785 125.405.292
34,342,766 $15,977.142 51,863 516.832.116 3129,528,729

This Page Left [ntentionally Blank
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CITY OF ROSEVILLE
BUDGETED NOM-MAJOR, FUND!
COMBINING SCHEDULE OF REVENUES, EXPENDITURE!
AND CHANGES [N FUND BALANCE!
BUDGET AND ACTUA]
FOR THE FISCAL YEAR ENDED JUNE 30, 2005

LIGHTING AND LANDSCAPE

| DISTRK'TS HOME IMPROVEMENT CALIFORNIA LIBRARY SERVICES TRAFFIC SAFETY FEMA
¥ anance Vanance Vananee Vanance
Posilive Pasmive Posinve Posive
Hodeel Actual (Nepative) Budger Actuzl [heguive) Budpec Actual {Neganve) Budget Actual tNegativel Budgel Actual
REVENUES
Thnes §3,791084  S39073I8 $H4.74
Charos for sarvices £35,000 590,735 £64,735
Subrventsans and granis 40,100 80,417 20317 1628204 3623,206
Use of money and property 93,810 165,899 2019 17,7140 $17.746 519,006 41,200 54,35 15,256
Fincs, forfevures and penattics $300.000 $1,340.468 540,464
Contnbutions from developers
Miscellaneous revemxs 34078 MR 26,800 20,818 (59813 3600.000 {500.000)
Total Revenues 3,886,904 4,107,405 23501 27.740 37748 10,006 143,100 237427 54327 900,000 1440468 540468 600000 £28.200 28.208
EXPENDITURES
Current: .
Ceneral gavenment
Cowncrl
Qpetating scrvices und supplies
Central services -
Operating services and supplics
Commumty development and planning
Cormmtetuly serviess
Openiting services and uspplies
Housing
iSi.llm:s and benefits
Operaling ser s and supplics
Public works
Salaries and bere fles
Operating serviees and supplies
Public safety
Fre
Operating services and upplies
Library 412,000 12,000 400,000
Operating services and supplies
Parks and recreation
Operating services and supplics 3,520,796 2319533 07201
Housing pyistance paymenis
Capuat oullay 11,405 1225 180
Drebi service:
Principal setirement -
taieress and fiscal charges
Taul Expendrures 1.516.7% 2.819.333 702263 423,403 21228 00,1 88
EXCESS {DEFICIENCY} OF REVENUES
OVER EXPENDITURES 360,108 1,268.272 928,164 27740 31738 10,006 2803051 213,202 494507 900,000 1440468 540468 500,000 628,206 20206
OTHER FINANCING SOURCES (USES)
Transfers in
Transfers jou) (336 B6DY (3909991 5881 (3400 (MU {90000) {1.304.320) (664,3201 160000 (28,204 (28,2063
Tousl Other Financing Sources (Uses) 13362600 1340.59% 3.861 $3400 (M 19000001 (15643200 1664.320) (600800 1628.206) 128.206}
NET CHANGE !N FUND BALANCE! 313,248 7273 934,025 $27.740 76 $10.006 (320,649 213,862 $464,507 (123852) 15122.4521
——— ———e —— — — —— —— S— —
Fund balamces a1 beginnng of year 3488835 AL _ so0.431 o l2aAs3 e
Fund balznces 31 end of year $4.401.808 5 356 §714.693 §1
——— — r——— — —
{Continued)
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. CITY QF ROSEVILLE .

BUDGETED NON-MAJOR FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURE!
AND CHANGES IN FUND BALANCE!

BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

TRENCH CUT RECOVERY LAW ENFORCEMENT BLOCK GRANTS
Vanance Varunce
Fosiove Pusitive

Budget Aca? [Negative) Budper Actual tNegalive)

REVENUES
Tuxes
Charges for senvices
Subventons and grants $147.456 $147.450
Vst of money and property 52290 53,146 s856 w820 1134k .32
Fiaes, forfermures and penalties
Cantisbutions from develapers
MisceHangous revenues 1,000 1.5%0 2,550

Tow) Rexenms 1,290 b, 730 3430 138070 139358 3.3

EXPENDITURES
Current:
General goverment
Comail
Operaling services and supplies
Central services.
Operating services and supplics
Comemumty dey clopment and planming
Commumly services
Operatiog services and supplies
Housing
Salares andd benatits
Opperating worvicet and supplies.
Pubhe works
Salarics and benefits
Operating services and supplics
Publec safery
Fire
Operatng services and supphes
Library
Openating services and supplics
Parks and recreation
Openating services and supplies
Heusing assistance payments
Camtal outlay
Dt service:
Principal retirement
Interest and fiscal charges

Total Expenchtpres

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURLS 3.290 6,726 3436 158070 158394 328

OTHER FINANCING SOURCES (USES)
Transters m
Transters {oul) 41m 1410} {146,755) 1146.755)

Tutal Other Financing Saurces (Uses) #1o (410} {146,755) (146,75%)

NET CHANGE IN FUND BALANCE! 32,880 6316 $1.436 5156.070 12,61 €5143.417)
C—— ————— ErerT— ——"

Fun) balznces 21 begianung of year 58,313 457

Fund balznces a1 end of year S64.089 313,100
— Cr——

110

COMMUNITY DEVELOPMENT BLOCK GRANT/

FIRE FACILITIES PUBLIC FACILITIES HOME
Vanance Vanance Vanence
Poutive Positive Posiive
Budget Aciual {Nepativel Budgel Acluab (Negative) Budgel Agtual iNcpalive)
52,300,000 $2.M7.309 (39826911
§2.500,000 §1337.508 $537.908
60,814 60514 . $1.114.247 $1,119,708 55,458
182420 542,950 190,530 4R7.800 490250 2450 11,661 11,664
3,000,000 £2,000,000
256,002 256,932 910,730 468 672 (242,254
5.812.470 2474.00% [2.974,415) 3.IKTR00 3,R24,155 540145 251 |.B00.04)1 §225,116)
BET 6.E6
433,394 (433,954}
TA.8R8 £7.415 (13327
2.IKR. 884 1677627 SiL2el
QWLIAY 2640 243,540
1262524 445,153 817371 146447 13464447
161910 161,910
101,719 97,175 5,535
519327 1 H8.881 1472448 1.464.447 [ X33 1471322 226377 219983 63.740
2,111,000 143114 (1.501.962) 1.RE1.15) AAN 2N 1.997.526 1217.599) 1398.995) 1161,396)
1,600 454 159045 200000 119613 IR0.}8TY
14,604,510 44.621 294) 3826 (9.97+.542) 14.171.200) 5803342
15.604.510) 42,924 R4y 5679470 (9.974.542) 14,171 2001 5503341 200000 119611 (RILIET
(35.271.4171 11492,716) $1.777.701 (SK.)51.155) (349921) S7.801268 337599 1279301 15741 T43)
——— e ——— —— —
10852610 BISCNTE T
59.138.914 §3.406.955 5206681
——— ——— ——rr
iConnnuedy
L1



CITY OF ROSEVIL.LE
BUDGETED NOW-MAJOR FUND!
COMBINING SCHEDULE OF REVENUES, EXPENDITURE:
AND CHANGES IN FUND BALANCE!
BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

HOUSING AUTHORITY SECTION & ATFORDABLE HOUSING STORM WATHR MANAGEMENT TRAFEIC SIONAL BIKE TRAIL-OPEN SPACE MAINTENAKCE

Varianee Vanance Varumee Variance Veriance
o Porine Pasitive . Pirgive Pasitive Pasiiive
Budps! Aciual {Negauvel Pudget Actual (Negative) Budgel Actual (Negative) Budpet Actual (Negative) Budpet Actual {Negalive;
REVENUES ’ ‘ ‘
Tases .
Charges [or senvices . 51,216,000 5561401 {4754,599) $58,692 $58.697
Subweanons snd grants $l65570  $3.730,019 $M4.740 R _
Use of mmcy and property . 3823 ELAE %710 183,430 LaRb. 19,730 $12.070 $240 584,950 144870 39.520 4,20 4T
Fines. forfeiures and penalties 30 250
Conmbutions from developers B99.64S §99.645 75,000 52007 #5300 28692 155,608)
Miscellaneous revenues 9,388 22,744 13356 1.276 1276 1.000 45,800 41,800 2,051 2081
Total Revenues 3.664.65K 3,790 M6 126,228 1,406.710 1.6H.K 238166 4,710 11,556 3864 180,940 Jl3sd 163,412 45,300 35,463 {49,837
EXPENDITURES : T : -
Current:
Geparal gosernment
Couneal

Operuing services amd supplies
Cerural services
Opcratiog serviees and supplics 251440 130,697 100,743
Commmaty development end planring
Communuy seTvices

99-d

Operatsng services and supplies
Housing.
Salaries amd benctin * 450,597 390863 60,13 ELES ) 30,495 9950
Operaling services and supplies 6119 23241 alx78 418,780 ¥92, 16 131.3R8)
Public works
Salarics and benefits SSER6D 76 62122 824312 665,008 159,514
Dperating senioes and supplics 393,042 ORI 186,573 860,543 SIREI3 15L730
Public safery
Fire
Operating “rvices and supplics.
Library
Operating scrvices and supplies
Parks and recreation
Uperating services and supphes
Housing assistsnce payments 3218570 332865 (109,786}
Capual outiay 527,849 143,021 84828
Debt service,
Prncipal retrrement
Intgrest and flscal charges
Total Expendiluzes 3,754,946 1.763.760 171 11,228 §22.661 {43436) 47,002 494,303 244657 2011004 1326842 6E6.072 251,440 130,697 104,741
FXCESS {DEFICIENCY) OF REVENUES o .
OVER EXPENDITURES (91,328} 27.126 115.454 527488 nns 194,730 (737,272 (414,709 252563 11.352.00d) {1.028.578y 826356 {166 1400 (18234 50906
QTHER FINANCING SOURCES (USES)
Transfers 759,654 506,792 (152.862) 1.689.770 1.689.710 291,160 207698 (9.460)
Transfers (out) 13,7103 35710 112600 12600 119.1400 (197401 1126.605) 11310463 4441}
Total Othet Fuimnicing Sources {Uses) 135.1104 135.710) (1.260) .280) 739.914 487.052 1282.862) 1.563.165 1.558.724 (4441} 257,160 207,608 (E9.462}
NIT CHANGE IN FUNL BALANCE! (31270381 (8,541 $118.434 5526,275 720955 $194.730 52642 2343 152991 (3285 4951 533046 $822.045 $131.020 92,464 (538.556)
LA ——— ——— ——— ——il  —m—— ———
Fund balanges a1 begnning of year v 36THT : __ 307163 5508 2273466
Fund balances at end of year $259.131 $1.7%4 529 $258. 247 | 52806612 $62.464
———— ——— ——— —————
{Continued)
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REVENUES
Tazes
Charges for sy
Subvéntions and grants
L'se of moncy and property
Fines, forteitures and penallies
Contnbutions from developas
Miscellancous revenues

Total Revenues

EXPENDITURES
Current:
General government
Cruneil
Operanng services and sopplics
Centzal sonviees
Operatng services and supplics
Communuly development and planming
Comamunity seTvices
Operuting services and supplies
Housing
Saluries and benefits
Operaung services and supplies
Public works
Salares and benefits
Operating services and supplies
Public safety
Fire
Operating services and supplies
Library
Operating services and supplies
Parks and recreation
Opeeating services and supplies
Hausing dssistance paynmenss
Camund putlay
Debi service:
Princgat eLwetient
Interest and fiscal chages

Total Expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVLR EXPENDITURES

OTHER FINANCING SOURCLS {USES)
Transfers in
Translers joul)
Towml Other Finsecing Sources (Uscs)
NET CHANGE IN TUND BALANCE
Fund balances at beginmng of year

Fund balances at end of year

CITY OF ROSEVILLE
BUDGETED NON-MAJOR FUND:
COMBINING SCHEDULE OF REVENUES, EXPENDITURE!

ANT» CHANGES IN FUND BALANCE!

BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED RUNE 30, 2007

GENERAL CAPITAL IMPROVEMENT

ROSEVILLE FINANCE AUTHORITY

PROJECTS REHABILITATIGN

Variance Vanance
Positne Posune
Rudper Actual (Negative) Budpet Actusl Negauvel
$1.65L522 51,652,522 $5hR.300 5833347 3265037
06,807 06807
235932 2.539.329 564310 3147 263,017
S36494 1936,494)
B13.000 615,000
693300 _ 223312 (LEIZGLY)
1.310.3%0 3782706 124744060
{L310,30m 11,225,377) R4.023% 568310 R13,347 265,017
1,246,300 1352814 .24 1,500,000 1,500,000
(L06R526) (2120885} 4414841
1,246,300 1357414 1 =4L] 15.568 526} {R20.885) 4 ML
(£64. 000 13013 5196157 153,000,216} 12462 15011478
T — ——
1.345.30% 15.964.650

$1.477.525
——

114

515.977.142
e—

CITIZENS BENEFIT

Variaace
Posbng
Hudget Actuy] (Negative)
F1L.670 5895174 £183.508
K750 illae? 20357
K02.420 1.006.2R5 203.88%
£17.750 601,954 15,796
A17.750 1].854 15.796
~ 154670 304.351 ’ 21%.661
3134670 404331 §218.661
B Aty —
16477748
ST6.812.116
————
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INTERNAL SERVICE FUNDS

]

Internal Service Funds are used 10 finance and account for special activities and services performed by a
designated department for other departments in the City on a cost reimbursement basis.

The concept of major funds introduced by GASB Statement 34 does not extend to internal service funds
because they do not do business with outside parties. GASB Statement 34 requires that for the Statement
of Activities, the net revenues or expenses of each intemal service fund be eliminated by netting them
against the operations of the other City departments which generated them, The remaining balance sheet
items are consolidated with these same funds in the Statement of Net Assets.

However, internal service funds are still presented separately in the Fund financial statements, including the
funds below.

Automotive Services Fund, To account for the maintenance of vehicles used by City departments.
Funds are received by means of a rental fee charged to the various departments.

Automotive Replacement Fund. To accumulate resources and account for the purchase of vehicles used
by City departments. The source of revenue for this fund is replacemem fees charged to City vehicles.

Workers’ Compensation Fund. To account for the City's self-insurance program for Workers’
Compensation benefits and for the administration of various preventative programs.

General Liability Fund. To account for the cost of claims and administrative costs of the City’s self-
insured general liability program.

Unemployment Reserve Fund. To account for State and Federal mandated unemployment insurance
benefits for employees.

Vision Fund. To account for the City’s insurance program for Vision benefits.
Dental Fund. To account for the City’s insurance program for Dental benefits.

Section 125 Fund. To account for the assets and liabilities of the employer’s flexible benefits plan
established under Internal Revenue Code Section 125,

Post Retirement Fund. To account for the contributions and benefits paid in relation to accerued
employee retirement cornpensation.

Central Stores Fund. To account for stores inventory that gets allocated out at year-end to the General
Fund and Enterprise Funds.

17
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CITY OF ROSEVILLE

INTERNAL SERVICE FUNDS
COMBINING STATEMENT OF NET ASSETS
JUNE 30, 2007
Se¢lf Insurance Funds
Automotive Autototive Workers' General
Services Replacemem Comp: i Liability
ASSETS
Current Assets
Cash and investraents in City Treasury 315,114,084 511,303,176 $7.573.073
Restricted cath and investments with Gscal agents 40,600
Receivables:
Accounts 8467 2.668
Aggrued interest 1,198,497 105,887 71630
Due from other government agencies 14,955
Due from other funds 934,099
Inventories 904,777
Total Current Asscls 928,199 17,249,328 11.409.063 7,684,703
Non Current Assets
Agvances to other funds 4,648,201
Capital pssets, net of accumulated depreciation 67.513 16,113.071
Total Assets 995,712 38,010,600 11,409.063 7,684,703
LIABILITIES i
Current Liabilities
Accounts payable 136,037 50,663 - 98,053 30,542
Accred liabilities 42,781
e 1o other funds 534,559
Compensated absences 169,964
Sclf-insurance claims payahlc 463.006 158.500
Total Current Liabilities R 881,381 50,663 561,053 189,042
Long-term Liabilities :
Compensated absences 169,601
Self-insurance claims payable 4,283,000 1,503,500
Teral Liabilities 1.052,982 50.663 4,845,053 1,694,542
NET ASSETS .. R
Invested in capital asscts 47,513 16,113,011 - -
Unrestricted (124.783) 21,846,846 £.564.010 5.990.16]
Total Net Assets (557,270} $37.959,937 $6,564,010 $5.990.161
"
118

¥
Self hastrance Funds
Unemployment Post Central
Reserve Vision Dental Section 125 Retirement Stores Total
831,165 5263.094 $600,724 $15.922 §25,561,091 $214,617 560,726,926
40,000
11,135
1,007 2,07 5773 66 249,368 1,634,935
14,955
934,099
45,636 950,413
832,172 265.801 606,437 15983 25.810.459 260,253 £4,312,463
4,648,201
L6.LEQ, 584
82,172 265,801 606,497 15,988 25,810,459 260,253 85,141,248
23,844 21,562 228,164 588,865
42,781
534,599
169,964
$21.500
23.844 21,562 228,164 1,557,709
169,601
5,789,500
2184 21,562 213,164 7.916,510
: 16,180,584
38328 265,801 584,035 15,9838 25810459 32,089 61,043,354
£58,328 $265,801 $584.935 $15.988 325,810,459 $12,089 $77,224,438

1%
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CITY OF ROSEVILLE

Sel{ Insurance Funds

INTERNAL SERVICE FUNDS
COMBINING STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2007
Self L Funds
Autemotive Autometive Workers' {eneral
Services Repl Comp i Lizhility
OPERATING REVENUES
Charges for services 37,274,194 55,101,851 $3.090.000 $2.011,792
(Onber 139,24) 5,309 2,301,754 140.128
Total Operating Revenues 7413415 5,107,560 5,391,754 2,151,920
OPERATING EXPENSES
Operarions 6,546,671 56911 1,585,877 730,729
Depreciation and amortizanon 6,556 3,782,718 .
Clatms expense £16,436 859975
Total Opertting Expenses 6,553,267 3,849,690 2,202,263 1,630,704
Operanog lnceme (Loss) 860,168 1,257,870 3,189,491 521216
NONOPERATING (EXPENSES) R .
Intezest revenue 97,887 802,621 496,819 346,345
Othge 252,679
Net Nonoperating Revenues (Expenses) $7.387 1,055,300 495819 346,345
Income {Loss) Before Transfers 938,085 2313170 3,686,310 867,561
Transfers in 2,519,588
Transfers (out) (906,793) (1.711.874) {31.830) {19.960)
_ Change in Net Assets 51,262 3,120.884 3,654,480 847,601
Net assets (deficit)-beginning (L08,532) 34,839,053 2,909,530 5.142,560
et assets {deficn}ending ($57270) $17959.937 36564010 15,990,161

Unemployment Post Central

Reserve Vision Densal Section 125 Reti Stores Total
$111,434 $161,587 $1,360,583 £309,552 32,498,387 $21,919.180
176 2.587.208
111,43 161,763 1,560,583 309,552 2,493,337 24,506,333
158,100 179,903 1,311,034 299,1%0 2,870,056 13,748,421
3,789,375
1516411
158,100 179,903 1,311,034 299.190 2.870,056 19,054,207
(446.566) (18.140) 49.549 10,362 (171,669) 5,452,181
5378 13,567 27.346 442 1,195,539 2,985.944
252,679
5,378 13,567 27,346 442 1,195.519 3,238,623
{41.288) (4.573) 76,895 10,804 823,870 §,690,804
2840124 5.359.712
(960} (1.550) {12,360y (3.500) (24,560) (2.713.389)
(42,248) 16,123) 64,533 7,304 3,639,424 11,337,129
100,576 271,924 520.400 8,684 22,171,025 332,089 65,887,300
$58,338 $263 8QL $534.935 13988 $25210450 $31.089 17224438
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CITY OF ROSEVILLE
INTERNAL SERVICE FUNDS
COMBINING STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2007

Self 1 Funds Self Insurance Funds
Automonve Automotive Workers™ Geperal Unemployment Past Central
Servicey Replacement Compensation Liability Reserve Vision Dental Section 125 Retirement Stores Total
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from custormers $7.279.95% $5.008.943 $3.090,605 32.011.792 J Y] 5161.587 §1.360,583 3309552 32,498,387 321,922,882
Payments 1o suppliers {4,723,122) 483,513 {1514.799) (724,891) (159.59%) {179.903) (1,306,786) (317,124) (2,870,056} §30,491 (11,297,876)
Payments 1 employees {1,943,046) ' {1.943,046)
Claims paid {2,413,426) (1,161,975} . 3,57541)
Other reccipts (payments) 139,241 5,909 2,301,754 140,128 176 2,587,208
Net cash provided by operatng actrvitics 737,432 5,588,405 1,464,124 265,054 [48,185) (18.140) 53,797 {2570 (371,669) 30,491 2,693,757
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES .
{Increase} decrease in due from other fimds (594,599) . (394,599)
Increase (decrease) in due to other funds 133,737 . 133,737
(lacreast) decrease in advapces to other funds 459,500 459,500
Transfers in 2,519,588 2,840,124 5159112
Transfers (out) (506,791) (1,711 874} (31,830 (19,960) (960) 7 {1.550) ¢12.360) 13.500) (24,560) @.713.380)
Cash Flows from Noacapital Fingncing Activities (773,056) 672,615 (31.830) 119.960) (960) (1.550) {12.360) 13.500) 2.815.564 2.644.963
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Acquisition of capital assets, net (62,263} (6,038,666) (5,100.529)
Other 252,619 252,67%
iw Cash Flows from Capital and Related
-3 Financing Activities 162,263} (5,785,987} (5,848,250)
—
CASH FLOWS FROM INVESTING ACTIVITIES '
Interest and dividends 97,887 668,954 455,882 321169 5.10% 12,919 25,163 419 1,102,884 2.692.386
Cash Flews fram Investing Activities 97,887 668954 455,882 323,169 5,109 12,319 25,163 419 1,102,384 2,692,386
Net increase (decrease) in cash and cash equivalents 1,143,987 1,888,176 568,263 (44,016) (6,771} b6,600 (10,653) 3,546,779 30,40 7,182,856
Cash and investments at beginning of peried 13,970,077 2415000 7,044,310 125,181 269,865 534.124 26,575 22.014,312 184,126 53.584.070
Cash and investments al end of perio 515,114,064 511,303,176 £7.613.073 381,165 $263.094 S600.724 $15.922 $25.561.091 $214617 160,766,926
ety e —— = (===
Reconciliation of operating income {loss) 10 net cash provided by
opeTating activities: . .
Operating income {loss) 3860,168 31,257,870 13,189,491 3$521,216 (546,666) 1318,140) $49,549 510,362 (5371,669) 35,452,181
Adjustments to reconcile operating income to net cash provided
by operating activitics!
Dicpreciation 5,596 2,782,779 ' 1,789,175
Change in asscts and liabilities: :
Receivables, net (23.094) 12.668) 605 {$44.760) (69.917)
Prepaid 620,524 620,524
Accounts and other payables (106.238) {70.100) (1,725,972) (256.162) . (1.499) 4248 (17,934} 75.251 (2,098.406)
. v
Net cash provided by operating achivitie 5737432 35,588,405 $1.463.124 $265,054 ($43,165) 1$18,140) 553,797 (31,51 (871,669 330,491 $7.693,757
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AGENCY FUNDS

Agency Funds account for assets held by the City as an agent for individuals, governmental entities, and
non-public organizations. These funds include the following:

Special Assessments/Community Facility Districts (CFDs)

These funds account for the monies collected and disbursed for land-based debt, where the City is not
obligated for the debs.

Payroll Revelving Fuad
This fund accounts for the payroll deductions and contributions that are held in transit.
Highway 65 JPA (Bizz Johnson JPA)

This JPA, which consists of the City, City of Rocklin and Placer County, was formed to fund
interchanges off of Highway 65. The City acts as lead agency and treasurer. The fees are collected via
building permits.

Dry Creek Drainage Basin

Fees are collected via building permits for the Dry Creek area and submitted quarterly to Placer County
for drainage mitigation,

Disaster Recovery JPA (DRJIPA)

The DRIPA was formed to provide disaster recovery for computer services. The members are the City,
Yolo County of Education, City of West Sacramento, City of Alameda and Yolo County. The City of
Woodland pays just for services {non-voting member). The City is acting as lead agency and treasurer.
The agencies pay annual membership dues for maintenance of backup computer servers and capital
outlay.

County Capital Facilities Fee

This fee was established by the County to fund future county capital facilities from development. It is
collected via building permits and submitied quarterly to the County.

South Placer Wastewater Authority (SPWA)

SPWA is a Joint Powers Authority comprised of the City, Placer County and South Placer Public Utilities
District. The City is acting as the treasurer and construction manager. This JPA was formed to issue
debt 10 facilitate the construction of the regional wastewater infrastructure. The agencies collect regional
wastewater connection fees and submit them 10 SPWA which is used for debt service payments and for
the future expansion of facilities.



AGENCY FUNDS (Continued) |

Special Sewer Benefit Area #3
This Sewer Special Benefit Area was established to reimburse from properties benefiting from certain

sewer infrastructure and oversized pipelines in the northeast poriion of the City. The reimbursements are
made to various project participants,

Special Sewer Benefit Area #4

This Sewer Special Benefit Area was established to reimburse from properties benefiting from certain
sewer infrastructure and oversized pipelines in the southeast portion of the City. The reimbursements are
made to Southfork Partnership.

Soath Placer County Tourism Business Improvement District (SPCTEBID)

All hotels in the regicn are assessed fees for the purpose of promoting tourism in the area. These fees are
forwarded to the City quarterly and then submitted quarterly to the SPCTRID,
This Page Left Intentionally Blank
South Placer County Safe Kids Coalition
The fess are collected for and submitted to an organization in Placer County for child safety programs.
South Placer Regional Traffic Fee
This fee is collected via building permits and submitted quarterly to Placer County Transponation
o Authority to fund regional traffic mitigation.
1 B
=]
L""Cit‘y.’(’.‘oun(’y Traffic Mitigation Fund (TMF)

The fee is collected via building permits and submitted quarterly to Piacer County to fund regional traffic
mitigation due to new development.

Placer County Air Pollution Control Fund

The fee is ¢ollected 10 contribute towards construction of a future animal shelter in South Placer County.
Sierra College Bounlevard Fund

To account for contributions to provide maintenance of bike trails and open space.

Other

To account for fees collected for Placer County's administration of the City’s Special Assessments.
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CITY OF ROSEVILLE

AGENCY FUNDS Balance Balance

STATEMENT OF CHANGES IN ASSETS AND LIABILITIES Jupe 30. 2006 Addnens Red June 30, 2007
FOR THE FISCAL YEAR ENDED JUNE 36, 2067 Foothtlls Boul Exteusion Special A Districe
Balance Balag Cash and investments in Ciry Treaswry 51,051,755 325,243 3872446 £204,552
ce . f :
Sune 30, 2006 Additions Redvotions _ June 30, 2007 Ascrued intezest seceivable 2297 1662 3297 1862
. . ) Tota] Assets $1.057,052 $32,905 $877.743 5212,214
Foothills Boulevard Special Assessment District _————rr e =—e—————————- =
Cash and tnvestients w City Treasuny §15,875 315,875 Accounts payable 5462 3462

Dus 1o bondholders 1,056,590 $32.905 B77.281 5212.214
Dus 1o bonhalder: LIERTE 31587 Total §ishilseies $1.057.052 332905 877,953 $212.14

Hilltop Special Assessment Dhstrict

Northeast Roseville Community Facilities District #1

Cash and investments in City Treasury sLoLs L st2 $1.004 Cash aud investments in City Treasury $2.702.702 $2435.92¢ $2.450.306 $2.688.325
Restricted cash and investments with fiscal agents 841,118 30,603 113,116 758,605
Total Agsety . sLois il 312 SLo0d Accrued interest receivable 20613 24319 20613 24319
Total Assets 31,564,433 $2.490,35¢ $2.584.038 9
Due 1o bondholder: 51,015 1 s12 11,004 —_—
3 . . L Accounts payable 51,466 51,529 51466 $1.529
North Reseville'Rocklin Sewer Special A District Due 10 bondholders 3.562.967 2489322 2,582,508 1,465,720
Cash and investments in City Treasury $392.482 $39.924 $73.162 3359244 Total Liabiliries $3.564.433 $2.490.851 $2.584,035 $3.471,249
Accroed interest receivable . 2,004 1.507 2,004 1,507
Total Asscts $394,486 341,431 375,166 $360.751
Notthwest Rogeville Commumty Facilities District #1
Accounts payable 3289 $5.264 3289 55264 Cash and investments in City Treasury $1,755,278 $2,679.917 $2,470.585 $1,964 610
Dre to bandholders 394.197 36,167 74877 353,487 Restricted cash and investments with fiscal agents 2,426,475 44 2,426,431
R Accrued interest receivable 47,222 438,880 47222 48,880
Toral Liabilities _ 3394.4%6 $41,431 375,166 $360,751
Total Assets 34,228,975 $2.728,797 52,517,851 4,439,921
Rocky RidgeHarding Special Distnet Accounts payable 32,288 $2.265 §2,288 2,268
. i . Dus to bondholders 4,226,687 2,726,532 2,515,563 44174856
Cash and investments in Cuty Treasury $45.559 52415 §8,027 $40,207
Acerued mrerest recejvable 1,730 13 1.730 t3 Total Liabihties 354,228,975 $2,728,797 12,517,851 $4:439.921
Total Assets 347,189 $2.688 $9.757 §40.220
i
Stoneridge Eust Community Facilities Drstrics #1
Due to bondholders 347,289 52,688 $9,757 340,220
e Cash and investments in City Treasury 3831915 53,253,499 53,189,841 $895,5713
Toua! Lisbihties 347,289 $2.688 39757 $40.220 Restricted cash and investments with fiscal agents 1,188,956 15,616 1,173,340
Accrued inlerest receivable 22313 3,824 22,3{3 8824
Champion Oaks Special Assessment District Total Asscts 32,043,184 $3.262,323 $3,227,770 $2.077,737
Cash and investments in City Treasur: $1%.287 519.2R7 Acooums payabie $1.987 54,023 51,587 $4.023
Dnue to bondholders 2,041,157 3,258,300 3,225,783 2.073,714
Due to bondholder: $19.287 $19.287 Total Liabilities $2.043.184 $3.262.323 $3.227.770 52.077,737
(Continuad)
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CITY OF ROSEVILLE

AGENCY FUNDS

STATEMENT OF CHANGES IN ASSETS AND LIABILITTES

FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Balance Balance
June 30, 2006 Additions Reductions June 30, 2007
MNortheast Roseville C ity Facilities Districr #2
Cash and investments in City Treasury 5832,640 $953,42% £992,035 $794,030
Restncted cash and investments with fiscal agems 1,118,553 55,512 B1,703 1,092,362
Accrued migrest receivable 22,453 23.047 22,455 23,047
Tatal Assctz $1.973.648 $1.031.584 $1.096.193 $1.909,43%
Accounts payable 11,465 $1,528 31,465 51,528
Drue to bondholders 1,972,183 1.030,456 1,094,728 1.967911
Tota! Liabulities $1.973.648 $1,031,984 51,096,193 31,909 415
Morth Central Roseville Community Facilizies District #t
Cash and investments in City Treasury 56,955,199 55,422,051 $5,191,328 37,185,922
Restricted cash and 1nvestments with fiscal agents 4,968,636 66,431 5,035,065
Accrued interest receivable 72,495 135,338 72,495 135.318
Total Asaets 1.996.330 $5.623,822 $5.263.823 $12.356.329
—_——— e s e
Accousts peyable 32913 $5.677 52913 $5.677
Due to bondholders 11,993,417 5,618,145 5.260,910 12,350,652
Total Liabilities 311,996,230 35,623,822 35,263,823 $12,356,329
North Roseville C Facilities District #1
Cash and investments in City Treasury 51,384,234 31,932,423 52,040,989 31,775,668
Restricted cash and investments with fiscal agems 1,787,945 56,091 104,456 1,739,58¢
Accrued interest receivable 5163 12,637 5,163 12,637
Total Assets 83,677,342 32,001,151 52,150,608 331,527 385
Acoounts payable 3137k 52200 2576 $2.210
Due to bondholders 3,674,966 1,998,941 2,148,232 3,525,675
Total Liabilities $3.6773482 $2,00L,151 52,150,608 $3,527,885
Woodcreek West C Facilities District #1
Cash and investments in City Treasury 3626,172 51,507,132 51,169,473 $963,432
Restricted cash and investmema with fiscal agents 1,346,142 68,225 1Lt,802 1,402,565
Accrued interest recetvable 24,311 25,844 24311 25.844
Total Assets 32,096,625 51,601,202 $1,305,986 32,391,841
Accounts payable 2077 $2.068 82077 52,068
Due to bondholders 1,094,548 1,599,134 1,103,909 2,389,773
Total Liabilities $2.096.623 31.601.202 31,305,988 $2.391.841
130

Highland Reserve Novth Community Facilities District #1

Cash and investments in City Treasury
Restricted cash and invettments with fiscal agents
Accrued interest regeivable

Total Assets

Accounts payable
Due to bondholders

Total Liabilitier

ity Facilitics District #1

Sroneridge Parcel 1 C

Cash and investments in City Treasury
Restricted cask and investmenis with fiscal agents
Accrued inigrest teceivable

Total Asacts

Accounts payabls
Due to bondholders

Total Liablstics

Woodcreek East G Facilities Dstrict #1

Cash and investments in City Treasury
Restricted cash and investmenis with fiscal agents
Accrued interest receivable
Total Assets
Accounts payable

Due to bondholders

Total Lisbilities

Stonendge West Cowmuntty Facilities District #1

Cash and investments in City Treasury
Restricted cash and investments wath fiscal agents
Accrued interest receivable

Total Assets

Accounts payable
Due to bondhoiders

Total Liabilities
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Balance Balance
June 30, 2006 Addinons Reductions June 30, 2007
52,158,790 $932,492 STIOEBLS $2,38) 467
1.945.551 1,251,855 1,577,523 2661883
35591 37.864 3z 57.864

0
$5,180,932 32,243,211 §2,320,929 35,103,214
$2.780 $4.965 $2.780 ' 34,965
5.178.152 2,238,246 2,318,149 5,098.249
35,180,932 322432110 $2.320,929 $5.103.214
$98,006 §19,156 $78.850
166,838 $310.309 339.603 137544
100 432 100 432
5264944 3310741 $358.859 3216826
917 32,899 5917 £2,899
264,027 307,842 357,942 213,927
5264.944 $310.741 $358.859 §216.826
$229,254 §596,073 $458,117 $367,010
598,403 103,978 434 425
6291 8.924 6.291 §.924
3313948 5604997 $568,586 $870.359
5,721 52,197 31,721 32,797
332,227 602,200 566,865 887,562
$833.048 $604.997 $568,586 §870.159
§636,915 $178.66% $68,301 5747283
925357 2415.677 2,422,602 918,432
17836 7,926 17,836 7,926
$1.580,108 $2.602.272 $2,508.739 31,673,641
31,977 54,056 51977 54,056
1,578,131 2,598,215 2,506,762 1,669,585
$1.580.108 32,602,272 §2,508,7319 $L,673.841
iContinued)
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CITY OF ROSEVILLE
AGENCY FUNDS

STATEMENT OF CHANGES IN ASSETS AND LIABILITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Fiddy Ranch G ity Facilities Distnct #1

Cash and 1nvestments in City Treasury
Restncted cash and investments with fiscal agents
Accrued imerest receivable

Total Assers

Accounts payable
Due to bondholders

Tetal Liabilities

L dow C y Facilities Disirict #1

Cash and investments in City Treasury
Restricted cash and investments with fiscal agents
Accrued interest receivable

Total Assets

Accounts payable
Drue to bondholders

Total Liabilities

NC SPPAR 44 CFD

Cash and investments in City Treasury
Accrued interest recevable

Total Assets

Accounts payable
Due to athers

Total Liabilities

Diamoend Creek L Facihties Distnct &1

Cash and investmenis in City Treasury
Restricted cash and investments with {iscal agents
Accrued inrersst receivable
Total Assets
Due to bondholders
Total Liabilities

Fountains C Facilities District #1

Balance Balance
June 30, 2006 Additions R June 30, 2007
Crocker Ranch Community Facilities District #]
Cash and invesmments in City Treasury $877.963 539.65% $T7.206 3340455
Resticted cash and invesments with fiscal agents 1,439,986 3,995,485 4,048,478 1,386,993
Accroed loterest receivable 21.651 11,334 21,651 11334
Total Assets 52.339.600 $4.046,517 54.147,335 52,238,782
Accounts payable $4,638 $3,785 84,638 $3.785
Due te bendholders ‘ 2,334962 4042732 4,142,697 2,234,997
Total Lizhilities §2,330.600 $4,046.517 $4.147.335 $2.238.782
—_
Stone Point & Faalities District ¥1
Cash and investments in City Treasury 370,796 3220,100 5132336 . 3797560
Resmmicted cash and investments with fiscal agents 913225 625,742 601,696 937271
Accrued interest receivable 11,501 11,328 11501 11,325
" Total Assens $1,634.522 $857,167 5745533 51.746.156
Accounts payable 53,282 11,367 $3.282 $1.387
Drue to bondholders 1,631.240 845,800 742,251 1,744,789
Total Liabiliries $1.634,522 $837.167 $743.513 51,746.156
Stone Point Ce y Facilitics Dhstrict #3 ,
Cash and investmepts in City Treasury 515,547 §48315 (332,768}
Restricted cash aud investments with fiscal agents 1.090,344 457,600 632,735
Total Assets $1.105.891 3505924 $595.967
Accounts paysble 55042 52,500 §5,142 52500
Due to bondholders (5,142) 1,103,351 500,782 507,467
Total Liabulnies 51.105.891 5505.924 5599.967
Westpark Communiry Facilities District #1
Cash and investments in City Treasury $3.056.168 5625814 $2,430.3%4
Resticted cask and invesiments with fscal agenis $6.619,854 3,145,332 4.246,116 5.519.070
Accrued interest receivable 96512 108,744 94,513 108.744
Total Asssts $6.716.367 §6.310.244 $4.968,443 58.058.168
Accounts payzble 31,571 51,57

Due to bondholders 6,714,796 $6,310.244 4,966,872 58,058,168
Total Liabilities 36,716,367 §6,310,244 $4.968.H43 58,058,168
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Cash and investments in City Treasury
Accrued interest receivable

Tota) Assets

Accounts payable
Due to bondholders

Total Liabilities

Balance Balance
Juzne 30, 2006 Additions Red Jume 30, 2007
52,201 $1.374.420 3730757 32,645,864 '
4,245,965 5,813,975 3,868,389 6,191,551
65479 142,640 65479 142,640
$4.113.645 $9.331,035 $4,664,625 58,380,053
$2.29% 5363 32,299 5363
4311.336" 9,330,672 4,662,326 8,979,692
$4.313,645 $9.331.035 $4.664,625 58.980.053
$462,721 $1H1,807 5355914
843,715 200,122 439,960 604,077
5.816 8172 6816 8,172
5850511 5676215 5558 583 $968.163
$850.531 $676,215 §558,583 $968.163
$850.531 $676.215 5558583 $968.163
83,780 $78 $5.263 5595
12 12
55280 $%0 $5.263 $507
§5.7%0 55780
5540 517 3607
$5.780 £50 55,263 5607
$20.758 512,853 $7.905
1464732 380,900 1083832
4.575 4,575
$1,490,063 $393.753 51096312
51,490,065 $393,753 $1.096,312
31.490,065 $393,753 $1,086.312
510,000 310,000
2 2
$10.002 510.002
5675 $675
9327 9.327
$10,002 §10.002
{Centinued)
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CITY OF ROSEVILLE

AGENCY FUNDS

STATEMENT OF CHANGES IN ASSETS AND LIABILITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2007

County Capital Facilitica Fee

Cash and investments in City Treasury
Accrued micrest receivable
Deferred receivables

Total Asscts

Accounts payable
Due ta others

Taotal Liabilities

South Placer Wastewater Autherity

Balance

June 30, 2006 Addions

Balance

Reduchions June 30, 2007

5505694 $826,058 $469.900 $861,852
Jus 4,221 kR 472)
62,966 62,966

$508,812 $893.745 3473018 $929,539
$452,066 $309.702 3452066 3809, 702
56,746 84,043 20.952 119,837
$508,812° 5893745 473,018 | 3626.539

Cash and investments in City Treasury

Restricied cash and investments with fiscal agents

Accrued interest receivable
Due from other government agencies

Total Assets
Accounis payahle
Accrucd liabilities
Due 10 member agencies
Total Liabiliney

Special Sewer Benefit Arca #3

514,183,054 S!SI,SS'J,ZSD

$144,183,034 $151,837.280

26,281,641 17,488,001 26,281,641 17,488,001
684,162 1,297,774 684,162 1297774
1,751,864 3,768,530 1,751.864 3,768,539

$172.500,721 - $174,391,585

3172,500.721 §174,391.585
e

$303,990 52,951,334
326,561 306,288
172.270.170 171,133.963

$303.990 $2,951,334
326,561 306,288
172.270.170 171,133,963

3172900721 $174,391,585

$172,500,721 §174,391 585

Balance Balance
June 30, 2006 Additions Redu June 30, 2007
Payroll Revolving
Cash and investments m City Treasurr $1.659,823 $2.033.213 31,846,518 §1.846,518
Accounrs payable 51,659,823 51,576 51,659,823 51,576
Duc 10 others 2,031,637 186,695 1,844,942
Total Liabilinies 51,039,823 §2,033.213 51,846,518 51,846,518
Highway 65 JPA
Cash and investments in City Treasury 59,812,800 53,329,081 $26,634 $13.115.247
Accrued interest receivable £3,809 568,253 - 501,245 130.8L7
Due from other government agencies 943,162 855.530 948,162 855.530
Total Assets 310,824.771 $4,752.914 31.476.041 514,101,644
—ame omd il m—rE——
Duc 10 member agencics $16.824,771 $4.752,914 $1476,041 $14,101.644
Total Liakrilities $10.524,771 $4.252.914 51,476,041 S14.100,5644
Dry Creck Drainage Basin
Cash and investments in City Treasury 512591 $30,059 §t3.287 529383
Accrued interest receivable 412 121 412 123
Total Assets 313,003 330,180 313,699 329,484
Accounts Payable 313287 $29.3%0 513,287 529350
Drue to others (284) 790 412 94
Total Liabilines $13.003 $30,180 513,699 $29.484
Disaster Recovery JEA

Cash and investments in City Treagury $39,36% $22,115 86,882 554,598

Accounts receivalile . - 887 887
Accrued interest receivable 294 540 294 540
Total Assets $40.548 322,655 §8.063 §55,138
Accounts payable 5495 3495
Due to member agencies $40.545 22,160 38.063 54.643
Total Liabihties 540,546 322,655 58063= $55,138

Cash end investments in Ciry Treasury
Accrued interest receivable

Total Assets

Accounts payable
Dhue 1o others

Total Liabilities

Special Sewer Benefit Area 44

Cash and investments in City Treasury
Accrued inlerest receivable

Total Asset:
Accounts payable
Due to others

Total Liabilities

3895 315795 - 3897 - §15,991

1 1 L S

$8%6 $15,806 3898 315,804

515774 $15,774

3896 32 3898 330

3896 515,806 3898 $15,804
Balange Balance

Jume 30, 2006 Additions

Reductions June 30, 2007

5122828 $124,512 S1gA1S -§128,92%
B2 1,337 892 1,337
$123,72¢ §125.849 $119,307 5130262
373N -« $117.971 S1E757 1790
5.749 7,878 1,336 12,231

$123720 _ $125.849
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3119.307 $130,262
—— ———

(lxmtimel:d)_



8¢

CITY OF ROSEVILLE
AGENCY FUNDS

STATEMENT OF CHANGES IN ASSETS AND LIABILITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2007

South Placer County Tourism Business
Improvement Dhstnet (SPCTBID)

Placer County Air Pollution Control

Cash md tvestments i City Treasury
Accounts receivable
Acerued interest receivable

Total Assets

Accounts payable
Due 10 others

Tozal Liabilines

South Placer Counry Safe Kids Cosliton

Cash and investments 1n City Treasury
Accounts receivable
Accrued interest reeeivable

Total Assets
Due 1o others
Total Liabilities
Sierra Collegs Boulevard

Cash and investiments n City Treasury
Accrued interest receivable

Total Assets

Agcounts payable
Thue 1o others.

Total Liabilities

South Placer Regional Trazlic Fee

Cash and ivestments in City Treasury
Acctusd interest receivable

Total Assett

Due 1o others

Total Liabilities

her

Cash and investments o City Treasury
Accrued interest receivable

Total Assent

Accounts payable
Dhue 10 others

Total Liabilities

CityrCounty TMF

Cash and invesments i City Treasury

Total Assets

Due te other govermment agencies

Total Liahilities

Total Agency Funds

Cash and invesmments i City Treasury
Accrued interest receivable

Total Assers
Accounts payable
Duc 10 others

Total Liabilities

Balance Balance
June 30, 2006 Addinons Reductions June 30, 2007
52,770 3616,585 $614,003 35,347
159,604 160,654 159.604 160,654
152 3683 252 363
3162626 £771.602 $773,864 5166364
5158,704 $160,634 $158,74 $160.65
1922 616,943 615.160 5710
$162,626 3777600 $773.864 $166.364
15,824 319354 £18,302 514876
120 144 120 144
§13.944 $19.498 318422 §15.020
3126 $1,275 3326 51,275
13,618 18,223 18.096 13.745
513,944 §15,498 $18.422 §15.020
$427.896 £793,735 $425.130 $301.501
1.563 3,295 1.563 3,295
$429.459 $802,030 $426,693 $804.796
$423,100 $797.172 $423.100 $797,172
6.359 4,858 3.593 7.624
§425,459 3202030 3426693 $804.796
snza17? $206,139 $119,605 5199451
552 759 552 259
3i12.469 5206.,898 $120,157 §200.210
§119.399 §199,778 5119399 5199718
{5,930) 7,120 758 432
£113.469 $206.898 3120,157 5200,210

136

Cash and 1nvestments in City Treasury

Resricted cash and inpvestments with fiscal agents

Accounts receivable

Accrued interest eceivable

Due from other govemment agencies
Deferred receivable

Total Assets

Accounts payable

Accrued liabihties

Due te other government agencics
Due 1o member agencies

Drue ta bondholders

Dug te others

Total Liabilities

Balance Balance
June 30, 2006 Additions Reducnons June 30, 2007
$8.849 530,889 339,738

402 3402

1 308 1 308
$9.252 $31,194 3403 340,043
9252 331,194 5403 540.043
$9.252 511,194 $403 £40.043
$5.848 $39,132 $44.9%0
2 262 - 52 262
35,850 $39,394 32 345292
35,850 539,394 - 52 345,242
$5.830 339,394 52 345242
313014 §13.014
313,014 313.014

‘ .
513,014 $13.014
L3004 513014
$178,754,986 $187,093 89] §169,302,176 5156,546,701
58,802,360 38,075,638 45,195,232 51,685,766
160,893 160,054 160,893 160,654
1,237,559 2,527,906 1,674.995 2,080,470
2,700,026 4,624,110 2,700,026 4,624,110
62,966 62,966

§241,655,824

$232,548,165

$219,033,322

£235.170.667

$3.294,095.

$5,133.002

53,294,096 $5,133.092
326,561 306.288 326,561 306,288
13,014 . R 1
183,135.487  {75.909,037 173,754,274 185.290,250
54,790,488 18,357,541 40,810,603 62,337,426
96,178 2,842,267 847.768 2,050,597
$241655.824  $232.548,165 S219.033.322  _ $255.170.667
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STATISTICAL SECTION

This part of the City’s Comprehensive Annual Financial Report presents detatled informatien as a context
for understanding what the information in the financial statements, note disclosures, and required
supplementary informalion says about the City's overall financial health. In contrast to the financial section,
the statistical section information is not subject to independent audit.

Financial Trends
These schedules contain trend inforrmation to help the reader understand how the City’s financial
performance and well being have changed over time:.

1. Net Assets by Component

2. Changes in Net Assets

3. Fund Balances of Governmental Funds

4. Changes in Fund Balance of Governmental Funds

Revenue Capacity
These schedules confain information to help the reader assess the City's most significant local revenue
sources, the property tax and electric revenue:

Assessed Value and Estimated Value of Taxable Property
Property Tax Rates, All Direct Overlapping Governments
Principal Property Tax Payers

Property Tax Levies and Collections

Electric Customets, Rates and Revenues

bbb ol b

Debt Capacity
These schedules present information to help the reader assess the affordability of the City’s current levels of
outstanding debt and the City’s ability to issue additional debt in the future:

Ratio of Qutstanding Debt by Type

Revenue Bond Coverage - 2000 Wastewater Revenue Bonds — Series A

Revenue Bond Coverage — 2000 Variable Rate Demand Wastewater Revenue Bonds — Series B
Revenue Bond Coverage — 2003 Refunding Auction Rate-Synthetic Fixed Wastewater Revenue
Bonds

5. Bonded Débt Pledged Revenue Coverage — 2002 Redevelopment Tax Allocation Bonds

6. Bonded Debt Pledged Revenue Covetage —2006A Redevelopment Tax Allocation Bonds

7. Bonded Debt Pledged Revenue Coverage —2006AT Redevelopment Tax Allocation Bonds
8.

9.

1

Ealt ol & M

Bonded Debt Pledged Revenue Coverage —2006HT Redevelopment Tax Allocation Bonds
Computation of Direct and Overlapping Debt
0. Computation of Legal Bonded Debt Margin

Demographic and Economic Information
These schedules offer demographtc and econoric indicators to help the reader understand the environment
within which the City’s financial activities take place:

1. Demographic and Economic Statistics
2. Principal Employers
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Operating Information
These schedules contain service and infrastructure data te help the reader understand how the information in
the City's financial report relates 10 the services the City provides and the activities it performs:

1. Full-Time Equivalem City Goverament Employees by Function
2. Operating Indicators by Function/Program
3. Capilal Asset Statistics by Function/Program

Sources

Unless otherwise noted, the information in these schedules is derived from the Comprehensive Annual
Financial Reports for the relevant year. The City implemented GASB Statement 34 in 2002; schedules
presenting government-wide information include information beginning in that year.
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CITY OF ROSEVILLE
NET ASSETS BY COMPONENT
LAST FIVE FISCAL YEARS
(accrual basis of accounting}

S1A00.004, 000

51,604,000, 000

S1ABLHML G

$1.204.000.006

S 100000, 10

SR04, 000,000

3600,000,000

3400008, 044

2003

2004 2064

IR Net of Related Debt

H Restricted

B Unrestricted

2007

Governmental activities
[nvested in capatal assets,
net of related debt
Restricted
Unrestricied
Total governmental activities net assets

Business-iype activiiiey

Invested in capital assots,

net of related debr
Resuicted .
Unrestricted

Total business-type activitics net assels

Primtary gevernment
Invested in capital assets,
net of related debr
Restricted
Uzrestricted
Total primary geverment net asse1s

The City of Roseville implemented GASB 34 for the fiscal year ended June 36, 2002. [nformation prior to the

Fiscal Yesr Ended June 30,

implementation of GASE 34 is not available.

Senrcer The Cipe's Comprehonsie Annsd Finuneral Repore
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2003 2004 2005 2006 27
$501,785,076 $540,714.647 3575,757.919 §664,131,414 §742,822,158
148,067,075 142,404,742 124,527,445 149,738,041 177,189,997
63,933,275 73,230,549 £5.038.317 109,395,679 107,064,085
£713,785.426 STSF),J-"}I‘BZE= $793.323 681 $023 265,134 $1.027,076,240
$560,116,358 $774,624,921 5767,628,957 FRIB,373,690 $938,031.934
85,285,010 89,408,729 31082339 28,178,944 14,583,611
180,828 348 151,964,333 295.600,560 280,399.506 268,413,147
§826.249.786 $1,055,597,983 51,094,311.886 $1,146,952,142 §1,241,900,602
$1.061.921,434 $1,315,339,568 $1,347,386.506 $1,502,505,104 $1.581.756.092
233,352,115 231.81347] 155,609,784 177,916,987 211,743,008
244,761,663 265,194,882 384,638,897 389,795,185 375477232
SLSJO,GJS,Z& S1,812,347,92] $1,887,635,567 $2.070.217,27¢ 52,268,974,912
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CITY OF ROSEVILLE
FUND BALANCES OF GOVERNMENT FUNDS
LAST TEN FISCAL YEARS
(Madified Accrual Basis ¢f Accounting)

]
&
=2
H
This Page Left Intentionally Blank
2003 2006 7
il ptber pevernments] fond
w Fiecal Yrar } aded Juse 30,
Y 1904 1999 2000 001 2082
o0
] Geoeral Fand
Reserved 31.403.09% 5848817 11774400 310,685,999 18,127,227
Lareserved 7412609 LRI 8004 463 18.402.398 31493500
Total General Fund 38.513.707 817 505982 .970.727
All Other Gavernmenal Funds
Reservod 52,338,584 13,091,733 13,600,269 14844611 $22.018,851
Lnireserved. reported m
Special Revenoe Funds FLTRL000 ALTIEAN IS 10,137 61.1K0934 57,994,370
Capital Prajects 544,642 23,119,340 @,330,104 2B.561.048 11,445,639
Permanent Funds 16014323
Totat aIf pther governmental furds $35.171.232 S71YKT 847 h46. 330,710 $34 593,607 $167 24D.341
Fiscal y ear Ended June 30,
003 B 1tds 200 2007
General Fund
Roserved 51%,553.217 S1EA15.009 S1H.449.002 $16,469.738 $13421,096 "
Limreserved 31031445 23.047.900 30785181 3236837
Toul Greraeral Hund LT $42.001.973 $37.237,793 §68. 79883
Al hther Governmemul Funds
Reserved HTEI2 487 §23.959,811 527.132041 $33.194.568 T
Unrserved. repocted va:
Spermtl Reseiue Fund. ILTIAIAR KT RR03T o 263, THE AT 248 1310393
Capstal Progects 14,958,485 1943224k 11733828 19 501,821 w2123
Permansnt Funds 16.061.477 15725351 10,318 672 [LEN 16,811,978
Total all csher governmenual funds 31522653712 $147.117.804 5127451431 5153.875.433 §182 461,652

The City of Raseville hae eleteq fo shos only Gue yeurs of data in the gaph tor 1his schedule

Sewrcers e oty Compreemtrve. Ao Fouur dal Repoet
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CITY OF ROSEVILLE
ASSESSED YALUE AND ESTIMATED VALUE

OF TAXABLE PROPERTY

Last Five Fiscal Years

$18,000
- S16,000
514,000
$12.000
4 $10,000 - " ;
g, s8,000 {—Ji e
'i £
$6,00
4,000 1 1
32,000 4
so +—L
2004 2005 2006 2007
[ B Total Resl Secured Property 0 Unsecured Property |
! Real Propeety Total Resl
f Flacal Realdentia) Codithereial Tadwstrial Secured
Yesr Property Property Properny Uther Property
2003 36,456,979 581 2219573719 51,101 028,734 $581,119,381 §10.370.701.435
2004 8,100,569,492 2.525 160,445 1,084,291,005 3495616 11L,713.516 558
2005 9,317,201, 508 2,620 484 543 997,687,631 38,320,792 13,173,695,483
2006 11,085,891,082 3201 617,042 1,096,921 025 29,783,011 15414212160
2007 11,747.275,826 3,564 607,500 1,157.610.812 6,059,860 16,414,553,998
Total
Flacal Unsecured Tatg] Estimated DHrect
Year Property Asstssed (4] Full Market (a) Tux Rate (by
2003 §440,976.929 510,811 578 364 S10.61).678.364 1%
2004 458,621,280 12,172,137,838 12.172,137.838 "
2005 463,111.057 13,636 205 540 13,636,805 540 1%
2008 519989522 1594420 682 15,944 201 682 1%
2007 538,066,948 1701362046 17,013.620,945 1%

() The State Consunaion requires property 10 be axsessad at oty hundred persent of the most
eceal purchase price, plus ag increment of 5o more than e percent annually, plus any

local over-rides. Thest vahies mt considersd 1o be fill marke values.

(b} Cahifommia cities do not sef their own durctt taa rate. The state cpgstnmion extabhishes the rale a1 1% and
allocates a portion of thal ameunt, by an anaual calculation, to gl] fhe taxing cntities within 4 lax rate area.

Sorve. Plocer Comnty' Asreator’s (ffice
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CITY OF ROSEVILLE
PROPERTY TAX RATES
ALL DIRECT OYERLAPPING GOVERNMENTS
Last Ten Fiscal Years

Per Hundred $

$0.060 —

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

#l Eureka School District M Dry Creek School District

O Roseville Elementary Schools B High Schools

O Special Districts

Rasic Eureks pry Creek Roaeville

Flseal Coanty School School Elementary High Specinl
Year Wide Levy District - _Distriet Schooly Schooly Diistriets Todal
1998 L 0000 Q0304 00227 0.0224 0.0208 oolll 11074
199% 1 000G 00330 0.0347 00223 0.0220 00093 L1213
2000 1 0000 00284 0.0303 0.0205 00222 00095 t.110%
2001 1.0000 ©.0323 0.0539 00204 00229 0.0093 11388
2002 L0000 Q0278 00502 00198 0.0253 0.0097 11323
2003 L 4000 G244 o)L 00178 0.022 0.0065 11121
2004 B 1 0000 00265 00365 * g6z oozl 00079 1.128%
2005 10000 00240 0.034 0.0306 00201 KA 11071
2006 1.0000 00234 00291 00360 0.0384 NA® 1.i269
2007 1.6000 06222 00283 0.0238 00272 NIA L1013

* San Juan Water bond manued and paid in 200405

Senrur Placer Counn Teas Rrres and inforwmatton
BE S GhE er A GV Lor ProgeTil_fay asp
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; CITY OF ROSEVILLE

£8-d

CITY OF ROSEVILLE
PRINCIPAL PROPERTY TAX PAYERS PROPERTY TAX LEVIES AND COLLECTIONS
Current Year and Nine Years Ago LAST TEN FISCAL YEARS
2007 1998
Percent of Percent of
Total City Tota! City $25,000,000
Taxable Taxable Taxable Taxahle t
Assessed Assessed Assessed Assessed $20,000,000 |
Taxpayer Value Value Value Value ]
PL Roseville LLC $357,509,644.00 229% 0.00% $15,000,000 ]
Hewlett Packard Co. 128,036,807.00 211% $267,194,570.00 5.14%
) : $10,000,000 H
NEC Electronics USA Inc, 309,105,242.00 1.98% + 645,461,558,00 12.42%
Roseville Shoppingtown LL.C 198,422,197.00 1.27% 0.00% $5.000,000 - _ ]
Kobra Properties 137,451,533.00 0.88% 0.00% }
Donahue Schriber Realty Group LP 94,414.929.00 0.61% 0.00% L] T + e . t T
John Mourier Construction Tnc. 8,406,401.00 0.57% 0.00% 1998 1899 2000 2001 2002 2003 2004 2005 2006 2007
NNN Parkway Corporate Plaza LLC 66,221,460.00 0.42% 0.00% ' O Total Tax Levy 1 Total Tax Collections
SIVIILLC 57,508,4%).00 0.31% 0.00%
Walman Stores Inc. 53,317.403.00 0.36% 0.00% Percent
De! Webb Califomia Corporation 0.00% 54,241,384.00 1.04% of Tatal
Albertsons, Tnc. 0.00% 40,440,202.00 0.78% Current Percent Delinguent Total Tax
L Fiscal Total Tax of Levy Tax Tax Collections
Johnson Ranch Limited 080% 29,995,360.00 0.58% Year Tax Levy ta) Collections Collected Collections (5) __ Collections to Tax Levy
Lincoln Natienal Life Insurance 0.00% 26,822.134.00 0.52%
Spicker Properties LP 0.00% 21,105,447.00 041% 1998 7,579,293 7,480,287 98.60% . 0 7,480,287 98.69%
. Elliot. T 0.00% 17.759.963.00 0.34% 1999 8,464,546 8,114,689 95.87% 0 8,114,689 95.87%
Ao ELHOM, Tne. i V135203, 4% 2000 9,411,328 9,367,744 99.54% 0 9,367,744 99.54%
Minnesota Mining & Manufacturing 2001 10,457,636 10,552,003 100.90% 0 16,552,003 100.90%
Company 0.00% 16,750,675.00 0.32% 2002 11,995,194 12,056,708 160.51% hl 12,056,708 100.58%
Olympus Corporate Center Associates 0.00% 16,350,952.00 0.31% 2003 13,800,915 13,460,448 97.53% 0 13,460,448 97.53%
2004 14,747,241 14,582,072 9%.88% 0 14,582,072 98.88%
1,334,904,462 8.6° 1,136,122,24 21,86 ’
3133 5% S13¢ 3 86% 2005 16,653,384 16,469,026 98.89% [ 16,469,026 98.89%
2006 18,987,819 18,695,407 98.46% 0 18,695,407 98.46%
2006-2007 Local Secured Assessed Valuation: $15.581,643.348 2007 23,231,927 22,616,281 91.35% [} 22,616,281 97.35%

1997-1998 Local Secured Assessed Valuation:

$5,197.710,017

Note: Current tax collections beginning in 1993 have been reduced by a mandatory tax
realtocation imposed by the State of California.

{a} Levies inclede real and personal property.

(b) During fiscal year 1995 the County began providing the City 100% of its tax Jevy
under an agreement which allows the County to keep all interest and delinquency
charges collected.

Source: California Municipal Statisties, fac. .
Source: Placer County Department of Finance
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CITY OF ROSEVILLE
ELECTRIC CUSTOMERS, REVENUES AND RATES
Jone 30, 2007

Ten Largest Electric Cusiomery as of 6/30/2067

Custottrer Type of Business % Total kWh
NEC Electronics Manufactunng 11.55%
Hewlett-Packard Office’Manufacturing 491%
Ciry of Roseville CGiovernment 2.84%
Kaiser Hospital Medical 1.85%
Sutter Roseville Medical Center Medical L44%
Cassie Hill Center Data Processing 1.24%
Roseville Telephone Co. Communications. 1.13%
Hipes Property Mapagement L07%
Wal-Mant GroceryrSuper Store 0.99%
Safeway, Inc. Grocery 86%

Electric Sales Revenue as of 6/30/2007

Residential 344,302,447.00

Commercial £5,565,709.00

Total Ejeciric Revenue

Current Electric Rates s of 6/30/2007

Medical Disconnt 0-300kWh = -5.04045; 50]-99995kWh = -0.0162
HRAF Ducount 0-300kWh = -0.01214; 501-90999kWh = -0 0162
Semor Thecount 0-500kWh = -0.0971; 501-99999kWh = -0 01298

RATE RATE Comm Subrate Subrete Subrwte
Rate Description per kWb per kW Base por kWb per kWh  (Flaty
Rate 5.01000 001504 315
Commercial Small Schoo] Raze 007608 i
Commercial Mediumm School Rate 0.07095 159 i
Commersial School Rate PY 0.07085 afs
Commercial Metered GS1 008620 6.50
Commercial (S| wiGreen Fund 008550 6.50 X
Commrercial GS1 wiGreen Rsvl 008550 650 X
Coramercial G52 wil00% Creen 0.07920 6.50 X
[Commercial G52 Energy 007830 259 »
Commercial Metered GS2 008240 .59 36.00
|Commercizl G52 wiGreen Fund 008240 259 36.00 X
Commercisl GS2 wiGreen Ravl 008240 159 3600 X
Commercial GSZ w/lreen R Block 0.08240 259 3600 X
[Commerrial GS2 wiNet Metenng 008230 259 3600
Comupercial GS2 wiCe-Energy (0.05859) ofa
‘Commercial GS3 Encrgy 0.06510 . 11 150 00
Commetcial 53 Energy w/Pnmary Discount 0.0643% 174 Lso 0o
Commercial GS3 w/Prin Dise + Green Rsvl Bl 0.0643% 374 150.00 X
RATE Rex Subrate Subrate Discount Dlscount Discotnd
Rate Description pet KWh . Base per kwh per kWh Medical ERAP  Senlor
Rate 0.01800 001560

Renidential Metered D-300L'Wh = 0.0609; 301-99999cwh = 0.108 650
Residential Madical -300kWh = 0.0809, 501-39995kWh = 0,108 650 X
Residential Medical + Green Fund 0-500kWh = 0.0309; 501-9999%Wh =108 650 X X
Remdentsl Madical + Green Rsv) O-500kW b= 0.0809; 301-5999%KWh =0 [UR 650 X X
Residential ERAP 0-300LWb ~ 0.0809; 501-3999%kWh =0.108 550 X
Residential ERAP + Green Fund 0-500LWh = 0.0809; 501-9995k%Wh =0.108 650 X X
Residzptinl ERAF + Green Rsv] 9-3000Wh = 0.0B09; 501-39999kWh = 0.108 650 X X
[Revidential ERAP + Green Rsvl + Fund O-500LWh=0.0809; 501-3999%kWh =0.108 550 X X X.
Rexidennal Senior 0-500kWh = 0.0809; 301-9999%kWh = 0.108 650 X
Rexidential Semor Green Fund G-500kWh = 0.0809; 501-99999LWh = 0.108 6.5¢ X X
Residemtial Semor + Green Rav) 0-500kWh= 0.009, 501-99999kWh = 0.108 650 X
Residential Senior + Green Ravl + Fund 0-500kWh = 0.0809, 501-99999tWh - 0.108 650 X X X
Residential Green Fund G-500LWh = 0.0R09; 501-99999kWh = 0108 650 X

identia] Green Ravl 0-300kWh = £.0809, 501-99999kWh =~ 0.108 6.50 X
|Residentia] Green Ravt + Fund 0-500%kWh = 0.0RD9, 501-99999LWh = 0.108 6.50 X X
Residenuel PV 0-500kWh = 0.0R09, 501-99999kWh = 0.108 6.50
Residentizl PV + Green Rxvl 0-500k'Wh = .0809; 501-999099kWh = 0.108 650 X
Residential PV + Green Ravl + Fund 0-300kWh = 0.0809. 5C1-99999kWh = 0.10% 4.50 X X

Snwmce: Cuv of Roscvile Electrac Department
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CITY OF ROSEVILLE
RATIO OF OUTSTANDING DEBT BY TYPE
Last Ten Fiscal Years

700,008,008 1 Governmental Activities
$600,000,500 Taz Certifiestes  * [astaltment (ber Long
Fiscal Allecation of Furchase Term
504,000,800 Year Ronds Pardeipation _ Gbligations Obligatioas Total
S400,000,000 1998 $21,755,000 $2.833,564 $106,451 $24,700,015
1993 21,200,000 1515965 93,010 25213975
$308,000,800 2000 20.623,000 1.535,97t 88.632 22.649,601
2001 20,025,000 1,582,504 - T8I 21,586,283
$266,900,000 2002 19,405 000 1278976 6795 20751970
2003 ~  $14,500,000 18,755,000 1,077,200 11,716 34,344,516
104,000,000 E . R
2004 14.180,000 18,275,000 £35.243 9,083 33,099.826
50 i e 1003 13,960,006 11.730,000 306140 4,250 31982350
1998 2 2001 1004 ZooS 2006 2097 2006 I3735,000 17,105,000 2,436,586 3223 331280209
199 00 M 20 © 2007 16405000 16490000 290,707 b 35285707
O Total Government Activitles Total Botiness-Trpe Acthvites
Business-Type A¢tivities
Percentage of
Electric Colf Course Water Wastewater Gas Other Loag Tatsl Placer County Debt
Fiscal System Refunding yility Revenue Reveoue Term Primary Persanal Per
Year Reveans Bonds Revenoe Bonds Bond Oblizations Tota| Gavernment In¢ome [a] Cuplts [a]
& 1998 $10,395,000 $9.095.000 $33.000.060 8241925 $52.731.915  $77.431,%40 10.25% 1.081
= 1999 3.995,000 8,530,000 234,507 51,199,607 6,373,582 -9.15% 996
2000 29,175,000 8,755,000 226,924 FoN69M4 92,766,527 10.14% LI70
2001 27,665,000 £.575.000 397384118 218,857 164,217,975 186,404,258 18.59% 2.268
002 16,920,000 £,385,000 96,346,762 210,387 161,672,149 182,424,119 12.87% Z.12¢
2003 40,774,524 3,185,000 95,155,022 201,493 172,891,039 207.235,555 18.93% 2.285
2004 35,808,204 8,240,000 93,738,248 192,155 165328667 198428433 16 63% 2,054
2005 273325043 7,945,000 92,390,603 182,351 399917997 431,900,387 3304% 4226
2006 267 326.882 7.630,000 %),977.962 172,056 390,846,900 424,127,109 [kl 4,053
2007 266,098,723 7.310,000 82,494 K83 $224.068.206 161,246 610.478.058 665,763,765 =1 6,265
Nate: Debt atounts exclude any i discounts, or other ization amounts,
[ These ratioe ave calowdaved using persomal iokote dnd pogulaz <hgwn on the Demographics Statistics page.
[b} Total persanal income information oot available.
Sonrces:  The Cinv's Compirehenspe Animtial Finone il Reports

Stare of Califprnia. Department of Finance {papulation}
U8, Depariment of commerce, Burean of the Census fincome)
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CITY OF ROSEVILLE

REVENUE BOND COVYERAGE
2000 WASTEWATER REVENUE BONDS - SERIES A CITY OF ROSEVILLE
LAST EIGHT FISCAL YEARS REVENUE BOND COVERAGE
2000 VARIABLE RATE DEMAND WASTEWATER REVENUE BONDS - SERIES B
LAST EIGHT FISCAL YEARS
$22,000,000
519,000,000 — $21,600,00¢ |-
516,000,000 - - 518,000,000 {-
$13,000,000 -— $15,060.000
$12,000,000 ‘I
510,000,600 +--
$9,000.000 +
$7,000,000 -
$6,000,000 -
$4,000,000
X
o0 $3,000,000 -
o0 $1,000,600 -
2000 2001 002 2003 2004 2005 2006 2007
- sﬂ -
B Net Revenue £ Debt Service Payment 2000 2000 2002 2003 2004 2008 2006 2007
[ S Net Revenue B Debt Service Payment |
Debt Service Requirements,
Net Revenue R St . . Debt Service Requlrements
Fiscal Operatlng  Available far ) Net Revenne :
Year  Grom Revenue (1} _Expenses (2) _ Debt Service Principal laterest Total Coverape Flscal Operating Avaltable for
- B Yesr  Grosz Revenne (1) Expeoses {2) Debt Service Principal Interest Total Coverage
2000 $28,429,548 $6.73L043 521,666,508 50 0 50 '
2001 25,423,386 9,573,817 15,854,569 C 166 1681679 9.39 2000 528429518 $6.733.043  $21.696.505 50 50 s0
2002 24,605,978 12,245,420 12450558 1037386 2955498 3992.359 ERE] 2001 25428336 9.573.817 15,854,565 ¢ 709.607 709,607 2.3
2003 25,349,107 13323621 12,025486 1150740 2808517 4,100,557 243 2002 24695578 12.245.420 12.450.558 0 699,238 699.238 17.81
2004 24113,564 10.199.806 4013758 1237985 0867 * 1288652 1085 2003 25,349,107 13.323.621 12,625,486 0 562,542 562,542 2138
2008 23,385,997 13,383,537 10,002,460 1,286,546 401,434 1,687,980 5.93 2004 24313564 10,199,206 14113758 6 464188 464,168 041
2006 25,000,567 14436863 10563708 133799 397589 L635.538 027 2005 23,385,997 11,383,537 10.002.460 ¢ 805182 205,182 12.42
2007 33.584.451 15.417.452 167000 1394578 290123 1685000 1078 2006 25,000,567 14,436,863 10,563,704 0 1252978 1252978 243
T 2007 33,584,461 15417452 18.167.009 G 1465264 1465264 1240
Nates: (1) Includes al! Wastewater Operating Revenues, Nop-epetatiag lnterest Revenue, Connection Fees ar
other Nog-operating Reveau . . .
(2) Includes all Wastewatcr Operating Expenses less Depreciation and Loterest - N Notes: (1) h;lud:s all Wasl_ewall{:r Operating Revenues, Non-operating Interest Revetiue, Connection Fees anc
. . other Non-operaing Revenue .
* Befinanced with the 2003 Refimding Vanable Rate Wastewatzr Reverue Bonds {2) Includes all Wastewater Operating Expenses less Depreciation and [nteres
Suwrce. oy of Raserli's Anmsal Foa al Statements Sourte. Ciny of Roseualie’s dnnual Finamsal Sistements
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CITY OF ROSEVILLE : CITY OF ROSEVILLE
REVENUE BOND COVERAGE 2002 REDEVELOPMENT TAX ALLOCATION BONDS
2003 REFUNDING AUCTION RATE-SYNTHETIC FIXED WASTEWATER REVENUE BONDS Last Five Fiscal Years
LAST FOUR FISCAL YEARS

36,000,000
$19,000,000 .
S5, HIEKK B
$17,000,000 54,000,000 3
1
$15,000,000 $3,000,000
$13,000,000 52,000,008
51,600,000 * - ¥
$11,000,000 1 l - l . ‘ , -
5
$9,000,000 203 1 202 pooe
R L 5 Tax Increment Revenue B Total Debt Service T
37,000,000 -
e 35,000,000 7 .
] Debt Service Requirements
% 53,000,000 Flscal Tax [ncrement Princtpal Interest Total Princlpai
Year Revenue Payment Due Debt Service Outstanding Coverage
51,000,000 1 2003 $2.740,656.14 - $205,692.08 5205.692.08 $14,500,000.00 013
004 2005 2006 007 2004 1,630,050.00 $320,000.00 674,550.00 994,550.00 14,180,000.00 0.04
B Net R B Debt Scrvier Payment 2005 4190.987.00 220.000.00 666,450.00 865,450.00 - 13.960.000.00 005
Net Revenue oA Serviee TAyment | 2006 467150400 225.000.00 $59.775.00 864.775.00 13,735,000.00 a0s
2007 5.581,307.00 (a) 275,000.00 651,875.00 926,875.00 13,460,000.00 006

Debt Service Requirements

Net Revenue

Flzcal Operating Avallable for Tax | tal Rev for RDA A, and RDA 2006AT ibined int i thei bined 2
Yesr_Grous Reveoue (1) _Eapemses (2)  DebtService _Princpal __ Inferent Total Coverage (a) Tax Incremental Revenae for RDA 2002, RDA 2006A, an are combined into one figure representing their combined revenue.
2004 $24,313,564 $10,199,306 $14,113,758 $866,720 51,579,805 $2.446,525 in
2005 23,385,997 13,383,537 10,062,466 325,020 1,120,561 1,445,581 6.92 . -
2006 25,000,567 14,436,863 10,563,704 338563 1.441,943 L7BG,511 593
2007 33,584,461 15,417,452 18,167,60% 352,108 1,575,651 1,327,756 942
Notes: (1) Includes all W Opt Revenues, Noi ing Interest Revenne, Connection Fees ar
other Non-gperating Revenues
(2} Includes all W Op Expenses less Depreciarion and Intereat
» , .
1
i .
Svwrce: Lty of Roseville’s Annuaf Financhsl Sraigmenis Svurce: City of Reseville Redevelopment Departmmi
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CITY OF ROSEVILLE
2006A REDEVELOPMENT TAX ALLOCATION BONDS

56,800,800

55000000

4,000,000

$3.000.000

$2.008.000

$¢,000.000

) Taz Increment Revenue 5 Total Debt Service ]

Debt Service ments

Fiseal Tsx locrement Principal Interest Tetal Priocipal
Year Revenne Payment Bue Debt Service Outstanding

Coverage

2007 §5,581,407.00 {n) - $190,407.59 $190,407.99 £13,155,000.00

(2) Tax [ncremental Revenue for RDA 2002, RDA 20064, and RDA 2006AT arc combined into one fgure representing their combined revenue,

Sorce: Citvof Raseville Recdevelopment Deguriment

158

0.2%

CITY OF ROSEVILLE
2006AT REDEVELOPMENT TAX ALLOCATION BONDS

56,000,008
5,000,000
4,200,000
L0000
32,000,000
a0
5
007
£l Tax Increment Revenue W Total Debt Service
Debt Service Requirements
Flscal Tax Increment Principal Interest Total Principal
Year Revenue Payment Due Debt Service 4] £
2007 {2} $55B1,407.00 - $56.108.16 356,168.16 $3,285,000.00
{a) Tax Incremental Revenue for RDA 2002, RDA 2006A, and RD:A 2006AT are bined into one figure rep: ing their

Source: Cirs vof Rasewliie Redevelopment Department
159
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CITY QF ROSEVILLE
2006H4T REDEVELOPMENT TAX ALLOCATION BONDS

31,200,400
31,000,000 1
BHMW ] ¥ i e L
e
$400.000 1
$200,000 4
5
[ Tax Increment Revenue B Total Debt Service
Debt Service Requirements
Flscal 20% Set Principal Interest Totat Priacipal
Year Aside Payment Due Debt Service Outstanding Coverage
2007 $1.116,281,00 $114,894.97 $114,894.97 $6,505,800.00 ¢io
*
Svarce. City of Resevilfe Redevelopment Department
160

CITY OF ROSEVILLE
COMPUTATION OF DIRECT AND OVERLAPPING DEBT

June 30, 2007
2006-07 Assessed Valuation: $16,123,028,725
Redevelopment Incremental Valuati 653,294 954
Adjusted Assessed Valuation: $15,469,733,771
Total Debt

VE ING TAX A E 6/30/2007
Roseville Joint Union High School District £109,170,343
Rocklin Unified School District 86,622,312
Dry Creek Joint School District 16,823
Fureka Union School District 8,686,931
Raseville City School District 37917378
City of Roseville Cemmunity Facilities Dismicts 406,010,000
City of Roseville 1915 Act Bonds 935,000
California Statewide Communities Development Authority

Assessment District No, 04-01 1,553,906
Calitornia Statewide Communities Development Authority

Assessment District No, §5-01 3,168,624
Cabfornia Statewide Communities Development Authority

Roseville Gronite Bay Assessment District 39312
California Statewide Communities Development Authority

Roseville Woodlake Village 1,215,875

TOTAL OVERLAPPING TAX AND ASSESSMENT DEBT

3] D PPING GENE FUND QBLIGATION DEBT;
Placer County Certificates of Participation 8£22,000,000
Placer County Office of Education Certificates of Participation 2,770,000
Sicrra Joint Community College District Certificares of Participati 10,050,000
Roseville Joint Union High Scheel District Certificates of Particip 5,165,000
Rocklin Unified School District Certificates of Participation 19,880,000
Eurcka Union School District Cenificates of Participation 6,795,000
Roseville City School District Certificates of Participation 18,000,000
City of Rasevllle Certificates of Participation 23,800,000

Percentage
Applicable
To City of
Roseviile (1}
73.562%
¢.012%
56.835%
37.836%
93.088%
100 000%
100.600%

55.216%
6.701%
10€0.600%

100.000%

30.545%
30.54%%
2242%
71.562%
¢.012%
37.936%
98.088%
100.000%

TOTAL DIRECT AND OVERLAPPING GENERAL FUND OBLIGATION DERT

COMBINED TOTAL DEBT

Amount
Applicable
To City of

Rosevill

$80,307 888

10,395
9,561,376
3,295,474

37,192,398
406,010,000
935,000

858,005
212,329
39,312

1,915,875

$540,61 BHDSZ

$6,720,780
846,207
2,258,436
3,799477

2,387

2,577,151
17,655,840
13,800,000

$ 57,660,878

§ 598.278.930 (2)

{1) Percentage of each overlapping agency's assessed valuation located within the boundarics of the city.
(2) Excludes tax and revenue anticipation notes, revenue, mortgage revenue and tax allocation bonds and

non-bonded capiral lease obligations.

Ratios 10 2006-07 Assessed Valuation:

Total Overlapping Tax and Assessment Debt 3.35%

Ratios 10 Adjusted Assessed Valuation:

Combined Direct Debt (§24,735,000) H.15%
Combined Total Debt 387%

TAT H BUILDING AID REPA E A5 OF 6/30,

KD: ($425)

Source: Cafifornia Municipal Statistics, I,

. 30
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CITY OF EXAMPLE

COMPUTATION OF LEGAL BONDED DEBT MARGIN CITY OF ROSEVILLE
JUNE 30, 2007 . DEMOGRAPHIC AND ECONOMIC STATISTICS
L.ast Ten Fiscal Years
ASSESSED VALUATION:
350,008
Secured property assessed value; net of B
exempt real property . $15,581,643,343 300,000
230,000
BONDED DEBT LIMIT (3.75% OF ASSESSED VALUE) (a) $584.311,626
AMOUNT OF DEBT SUBJECT TO LIMIT: 200.000 1
Total Bonded Debt $663,211,812 150,000
Less Tax Allocation Bonds and Sales Tax Revenue 100,000
Bonds, Certificate of Participation not subject to limit 663,211,812 '
Amount of debt subject to limit 0 50,000 -
LEGAL BONDED DEBT MARGIN $584,311,626 0
1998 1999 2000, 2001 2002 2003 2004 20 2006 2007
L 0 City Population 0O Placer County Population ]
Total net debt
Tetal Net Debt Legal applicable to the timit
Fiscal Debt Applicable to Debt as a percentage ) County County
Year Limit Limit Margin of debt dirnit . Cuty of Teazl Per Capita Placer City
Fiscal Roseville Persopal Personal Upemployment Cougty Population
- Year Population Incon (4 Income Rate (%) Population % of County
2003 $358,392,538 0 §358,392,538 4.00% 1998 71,600 $7,551.358 $32,665 4% 229,700 31.17%
2604 94,584,662 ¢ 394,584,662 0.00% 1999 76.700 8346248 34842 4% 218300 i
2005 445,276,653 0 445,276,653 0.00% 2000 79,300 9,153.080 36419 - 3.6% 246,100 12nY%
. 2001 82,200 9.815,673 37,066 39% 255,100 1%
2006 500,073,479 0 500,173,479 0.00% 2002 ss,;ou 10209270 6604 T 265700 12259
2007 584,311,626 0 584,311,626 0.00% 2003 90,700 10.946.542 37303 49% 275,600 291%
2004 26,600 11,933,069 38,958 4.5% 292,235 33.06%
2005 102 191 13,070,082 41,248 404 305,675 3341%
2006 104,655 ») b} 2% 316,508 3107%
20607 106,266 17} by LT 324,495 275%

NOTE: The City of Roseville began preparing a CAFR in fiscal ycar 2003,
(a) California Government Code, Section 43605 sets the debt limit at 15%. The
Code scetion was enacted prior to the change in basiflg assessed value to full market f2) In thousands of dollars
value when it was previously 25% of market value. Thus, the limit shown as 3.75% {2} Lnformanon ot available.
is one-fourth the Yimit te account for the adjusunent of showing assessed valuation .
at full cash value.

B

Surree Buteow of Ecomemie Srutiais and
it of Coltformict Depietmers of Frmamc
Stute of Calform Emplaverent Develupement Depariment

Source: City of Rasevidle Finance Department
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CITY OF ROSEVILLE
PRINCIPAL EMPLOYERS
Current Year and Nine Years Ago

2007 1998
Percentage of Perceatage of
Number of Total Clty Number of Total Clty
Employer Employees Rank Employees Employees Rank Emplovees
Hewtet-Packand 3,600 1 6% 4200 1 9.3%
Kaiser Permanente E 3,289 2 4.2% 844 7 1.9%
Suntter Roseville Medical Center ‘ 1922 3 24% 1,300 3 2.9%
Union Pacific Railroad 1,560 4 18% i.300 4 2.9%
City of Roseville 1,248 5 146% 751 5 1.7%
Rosevilke Joint Union High School District 975 & 12% 555 8 1.2%
Roseville Etementary School Diserict 840 7 1% 531 9 1.2%
NEC Electronics 360 8 1.0% 2,200 2 4.9%
PRIDE industries 300 9 1.0% 413 - -
Wal-Mart : 796 10 1.0% - - -
Subtotal 15,770 20.0% 12,094 26.9%
Total Employment* 79,000 45 300

*Total Employment as used above represents the total employment of all emplayees located within the City limits.

Source: City of Raseville Econamic ard Commumiiy Services Department !

CITY OF ROSEVILLE
FULL-TIME EQUIVALENT CITY EMPLOYEES BY FUNCTION

Last Ten Fiscal Years

400

1998 1599 2000 o0 2002 2002 2004 2005 2006 2007
. W General government W Publlc Safety B Public Worka B Commualty Developmen
O Parks aod Recreation O Epvironmental Utilities: [ Electric

Function

General government
Public Safety

Public Warks -
Community Development
Parks and Recreation
Environmental Utilities:
Electric

Total

Source® Cinv of Roseville dnmal Budget

Adopted for Fiscal Year Ended June 30,

19%8 1999 2000 2001 001 2003 2004 22005 2006 2007
125.44 130.69 142,92 153.42 167.81 175.06 172.95 184.23 197.23 21271
208.64 209.64 227.59 246.07 259.07 280.07 27424 29843 32746 353.69
76.50 82.50 57.31 101.29 109.29 112,54 114,29 125.29 134.77 138.77
33.50 33.00 41.50 44.00 43.00 46,74 4763 43.63 52.63 4225
197.39 194.84 225.81 242.50 251.69 265,33 256.83 28112 287.86 307.65
118.42 119.42 12592 133.84 149.09 16147 171.57 178.32 203.74 2110
73.50 75.00 3146 23.46 25.8¢ 91.46 9446 L02.46 13246 .« 13946
£33.3¢ £435.09 942.51 100458 107015 113267 113197 1.213.98 1.336.15 140556
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OPERATING INDICATORS BY FUNCTION/PROGRAM

Funttion/Program

Public safety.

Fure:
Number of medical emergencies answered
Number of Haz-Mat alerms answered
Total Number of alarms answered

Police:
Law violatiens®
Physical amrests {acdult and juvenile)
Traffic citations.

Public works:
Total building permuns issued
Total square feet of sreet maimensnce performed

Park and recreation:
Community Services.
Number of participants in Culrural Art classes
Total attendance to aquatic facilities

Library:
Number of materials checked out

Water:
Average Daily Consumption {in gallons)
Number of meters sold
Number of backflow devices tested

Wastewater:
Number of miles of sewer mains fhashed .
Total p ive work orders leied

Solid Waste:
Numzber of incoming phone calls
Tons of selid waste collected

Electric:

Number of cusicmers participating in energy efficiency prograums

Number of trees planied (Shade Tree Program)

CITY OF ROSEVILLE

Last Five Fiscal Years

Fiscal Year

2003 2004 2008 2006 2007
5,063 5.234 5218 6,458 6,622
151 126 134 413 330
1,730 8,390 8,023 4,784 10,065
4,652 4,120 5,578 1,602 7,360
19,432 11,382 15,260 18,587 19,893
5,663 5718 4,434 5,703 4272
5201440 3174672 9.529,760 3763328 7,707,910
4.767 6,582 3.02% 3,447 1.926
331,561 361104 2711317 234,542 243,42%
508,809 510,421 554,104 627,317 685,097
26.6M 287T™ 26.82M 27.26M 3043M
1720 1,870 1,587 L3800 1.031
1644 3,817 4,122 3,836 4,348
401 419 448 427 218
2599 2,192 3,107 7,065 5,247
37,954 31,943 22,684 23672 26,870
95,151 99,082 98,910 102,370 100,148
1,231 2,124 2,793 3123 3,663
1.065 836 £25 £21 628

Note: The Library totals include Main Library, Maidu Library and Bookmobile
[n 2002 & 2003 the wastewater treatment plant was still under constnietion

Sowrce: Oy of Roseville Qrurterly Performance Report

2004 2005 2006 2007
Function/Program
Public safety: .
Fire stations 6 7 ¥ 8
Police stations 1 1 1 1
Police patrol units 75 97 110 107
Public works: i
Miles of streets 428 432 453 475
Number of Traffic Lights 133 135 141 150
Park and recreation:
Community services:
City parks 40 38 53 56
Miles of creek. 57 57 60 60
Golf courses (18 holes) 2 2 2 2
Swimming pools 4 4 4 4
Tennis courts f 12 12 12 12
Library:
City Libratiés 2 3 3 3
Water -
Miles of water mains 480 494 506 540
Fire hydrants 4,499 3,881 1978 4,278
Wastewater
_Miles of sanitary sewers 600 450 447 472
Miles of stotm drain 420 352 435 474
Solid Waste:
Number of new residential refuse customers 1.490 1,062 708 809
Electric:
Numtber of residential customers 40,312 41,883 43,001 43,793
Number of commercial customers 3,101 5410 5523 5,788
Sowrce: Ciny of Roseville Depertmens Seaff
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APPENDIX C

DEFINITIONS AND SUMMARY OF CERTAIN DOCUMENTS

The following is a brief summary of certain provisions of the Trust Agreement and
Master Contract not fully described elsewhere in the Official Statement. This summary is not
intended to be definitive. Reference is made fo the actual documents (copies of which are
avaifable from the Authority} for the complete terms thereof.

See 2008 CERTIFICATES - [Redemption], SECURITY FOR THE SERIES 2008
CERTIFICATES - General, - Flow of Funds, - Parily Reserve Fund, for a description of the
portions of the Trust Agreement relating to said topics. The provisions in the Trust Agreement
relating to said topics and certain others are not summatized or repeated below.

CERTAIN DEFINITIONS

"Adjusted Annual Debt Service" means, for any Fiscal Year or any designated 12-month
period in question, the Annual Debt Service for such Fiscal Year or 12-month period minus the
sum of (i) for the purposes of the rate covenant of the City pursuant to the Master Contract, the
earnings from the investments in the Parity Reserve Fund deposited in the Electric Revenue
Fund in such Fiscal Year or 12-month period, and (ii) the amount of the Annual Debt Service
paid from the proceeds of Parity Obligations or interest earned thereon (other than from the
Parity Reserve Fund}, all as set forth in a Certificate of the City.

"Adjusted Annual Net Revenues" means, for any Fiscal Year or any designated 12-
month period in question, the Adjusted Annual Revenues during such Fiscal Year or 12-month
period less the Maintenance and Operation Costs during such Fiscal Year or 12-month period.

"Adjusted Annual Revenues" means, for any Fiscal Year or any designated 12-month
period in question, the Revenues during such Fiscal Year or 12-month period plus, for the
purposes of determining compliance with the rate covenant of the City pursuant to the Master
Contract, the amounts on deposit in the Rate Stabilization Fund (or any other unrestricted funds
of the Electric System designated by the City Council by resolution and available for the
purpose of paying Maintenance and Operation Costs andfor Annual Debt Service for such
Fiscal Year or 12-month period) as of the first day of such Fiscal Year or 12-month period
minus, for the purposes of determining compliance with the rate covenant of the City pursuant to
the Master Contract, earnings from the investments in the Parity Reserve Fund that are
deposited in the Electric Revenue Fund in such Fiscal Year or 12-month period.

"Annual Debt Service" means, for any Fiscal Year or any designated 12-month period in
question, the required payments scheduled to be made with respect to all Outstanding Parity
Obligations in such Fiscal Year or 12-month period; provided that for purposes of determining
compliance with the rate covenant of the City pursuant to the Master Contract, the Reserve
Fund Requirement and conditions for the execution of Parity Obligations:

(A) 'Generaﬂy. Except as otherwise provided by subparagraph (B) with

respect to Variable Interest Rate Parity Obligations-and by subparagraph (C) with
respect to Parity Obligations with respect to which .a Payment Agreement is in force,
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interest on any Parity Obligation will be calculated based on the actual amount of
interest that is payable under that Parity Obligation;

(B) Interest on Variable Interest Rate Parity Obligations. The amount of
interest deemed to be payable on any Variable Interest Rate Parity Obligation will be
calculated on the assumption that the interest rate on that Parity Obligation would be
" equal to the rate (the "assumed RBl-based rate") that-is ninety percent (90%) of the
average RB\ during the twelve {12) calendar month period nmmedlately preceding the
" datein which thecalculation i is made

(C) Interest on Parity Obhgattons with Respect to Which a Paymem‘
Agreement Is in Force: The -amount of interest deemed to be payable on any Parity
Obligations with respect to which a Payment Agreement is in force will, so long as the
" Qualified Counterparty thereto is not in default thereunder, be based on the net
economic effect ‘'on the City expected to be produced by the terms of such ‘Parity
Obligation and such Payment Agreement, including but not limited to the effects that (i)

such Parity Obligation would, but for such Payment Agreement, be treated as an
obligation bearing interest at a Variable interest Rate instead will be treated as an
obligation bearing interest at a fixed interest rate, and (i) such Parity Obligation would,
- but for such Payment Agreement, be treated as'an obligation bearing interest at a fi xed
interest-rate instead will be treated as an obligation bearing interest at a Variable Interest
- Raté; and accordingly, the amount of interest deemed to be -payable on any Parity

~ . Obligation with respect to which a Payment Agreement is in force will, so long as the

‘Qualified Counterparty thereto is not in default thereunder, be an amount equal to the
-amount of interest that would be payable at the rate or rates stated in such Parity
Obligation plus the Payment-Agreement Payments minus the Payment Agreement
Receipts, and for the purpose of calculating Payment Agreement Receipts and Payment
* Agreement Payments under such Payment Agreement the following assumpt:ons will
“be made :

A1) Counterparty Obligation to Pay Actual Variable Interest Rate on
-+ Variable Interest Rate Parity Obligations. If the Payment Agreement obligates a
Qualified Counterparty to make payments to the City based on'the actual
Variable Interest Rate on a Parity Obligation that would, but for the Payment
Agreement, be treated as a Variable Intérést Rate Parity Obligation and obligates
- the City to make payments to the Qualified Counterparty based on a fixed rate,
payments by the City to the Qualified Counterparty will be assumed to be made
at the fixed rate specified by the Payment Agreement and payments by the
Qualified 'Counterparty to the City will be assumed to be made at the actual
Variable Interest Rate on such Parity Obligation, without regard to the occurrence
of any event that, under the provisions of the Payment Agreement, would permit
the Qualified Counterparty to make payments on any basis other than the actual
Variable Interest Rate on such Parity Obligation, and such Parity Obllgatlon will
set forth a debt service schedule based on that assumption;

(2) Vanéble lnterest Rate Party Obligations and Payment
Agreements Having the Same Variable Interest Rate Components. ' If ‘both a
Payment Agreement and the related Parity Obligation that would, but for the
‘Payment Agreement, be tréated as a Variable Interest Rate Parity Obligation,
include a variable” interest rate' payment component that is required to be
caltulated on the sarhe basis (including, without limitation, on the basis of the
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same variable interest rate index), it will be assumed that the variable interest
rate payment component payable pursuant to the Payment Agreement is equal in
amount to the variable interest rate component payable on such Parity
Obligation; ,

(3) Variable Interest Rate Parity Obligations and Payment
Agreements Having Different Variable Interest Rate Component. If a Payment
Agreement. obligates either the City or the Qualified Counterparty to make
payments of a variable interest rate component on a basis that is different -
(including, without limitation, on a different variable interest rate index) from the
basis that is required to be used to calculate interest on the Parity Obligation that
would, but for the Payment Agreement, be treated as a Vanable Interest Rate
Parity Obligation it will be assumed:

(a) City Obligated fo Make Payments Based on Variable
Interest Rate Index. If payments by the City under the Payment
Agreement are based on a variable interest rate index and payments by
the Qualified Counterparty are based on a fixed interest rate, payments
by the City to the Qualified Counterparty will be based upon an interest
rate equal to the assumed RBI-based rate, and payments by the Qualified
Counterparty to the City. will be based on the fixed rate spemf ied by the
Payment Agreement and.

(b) City Obhgated to Make Paymem‘ Based -on Fixed Interest
Rate. If payments by the City under the Payment Agreement are based
on a fixed interest rate and payments by the Qualified Counterparty are
based on a variable interest rate index, payments by the City to the
Qualified Counterparty will be based on an interest rate equal to the rate
(the "assumed fixed payor rate") that is one hundred and five percent
(105%) of the fixed interest rate specified by the Payment Agreement to
be paid by the City, and payments by the Qualified Counterparty to the
City will be based on a rate equal to the actual varlable interest rate on

- the Variable Interest Rate Parity Obligation,

(4) Certain = Payment Agreements May Be Disregarded.
Notwithstanding the provisions of subparagraphs (C)}(1), (2) and (3) of this
definition, the City will not be required to.(but may at its option) take into account
as set forth in subparagraph (C) of this definition (for the purpose of determining
Annual Debt Service) the effects of any Payment Agreement that has a
remaining term of ten (10} years or less;

(D) Debt Service on Parity Payment Agreements. - No interest will be taken
into account with respect to a Parity Payment Agreement for any period during which
Payment Agreement Payments on that Parity Payment Agreement are taken into
account in determining Annual Debt Service on a related Parity Obligation under
subparagraph (C) of this definition; provided, that for any period during which Payment
Agreement Payments are not taken into account in calculating Annual Debt Service on
any Parity Obligation because the Parity Payment Agreement is not then related to any
Parity Obligation, interest on that Parity Payment Agreement W|Il be taken into account
by assuming: : .



(1) City Obligated to Make Payments Based on Fixed Interest Rate.

If the City is obligated to make Payment Agreement Payments based on a fixed

interest rate and the Qualified Counterparty is obligated to make payments based

on a variable interest rate index, payments by the City will be based on the

. assumed fixed payor rate, and payments by the Qualified Counterparty will be

- based on a rate equal to the average rate determined by the variable interest rate

index specified by the Payment Agreement duringthe' quarter preceding the
quarter in-which the calculation is made; and

- (2) City Obligated to Make Payments Based on Variable Interest Rate
Index. If-the City is obligated to make Payment Agreement Payments based on
a variable interest rate index and the Qualified Counterparty is obligated to make
payments based on a fixed interest rate, payments by the City will be based on

“an interest rate equal to the average rate determined by the variable interest rate

index specified by the Payment Agreement during the quarter preceding the
quarter in which the calculation is made, and the Qualified Counterparty will
make !payments based.on the fixed rate specified by the Parity Payment
Agreement and )

(3) ' Cert‘am Payment( Agreements * May be Disregarded.
Notwrthstandlng the provisions of-subparagraphs (D)(1) and (2) of this definition,
the City will not be required to (but may at its option) take into account (for the
purpose of determining Annual Debt Service) the effects of any Payment
R _.Agreement that hasaremalnlng term of ten (10) years or less;
(D) Baﬂoon Parity Obhgatfons For purposes of calculating Annual Debt

Service on-any Balloon Parity Obligations, it will-be assumed that the principal of those

- Balloon Parity Obligations, together with interest thereon at a rate equal to the assumed

RBIl-based rate, will be amortized in equal annual installments over a term of thirty (30)

'years from the date of issuance. -

“Alternate Credlt Facility” means an alternate irrevocable letter of credit or similar credit
facility issued by a commercial bank or savings institution, the terms of which will be to the
extent dictated by the terms of the 2008 Certificates, the same as or similar to those of the initial
Credit Facility, delivered to the Trustee pursuant to the terms of the Trust Agreement. The
Alternate Credit.Facility' may include a bond insurance policy and a liquidity facility combined or
such other similar credit arrangement as may be customary in the future for certificates similar
to the 2008 Certificates.

“Auction Rate” means the interest rate to be determined for a Series of the 2008
Certlf cates pursuant to the Auction Procedures.

- “Authority” means -the Roseville Finance Authonty a Jomt exercise of powers authority
organized and existing under the laws of the State of California.

“Authorized Denominations” means, as to each respective Series, denominations of
$5,000.or any integral multiple thereof, provided that if the Interest Rate Mode for the 2008
Certificates is the Daily Rate, the Weekly Rate or the Commercial Paper Rate, the 2008
Certificates may be issued only in denominations of $100,000 and any larger denomination
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constituting an integral multiple of $1,000, and prbvided further that if the Interest Rate Mode for
the 2008 Certificates is the Auction Rate, the 2008 Certificates may be |ssued only in
denominations of $25,000 and any integral multlple thereof.

"Average Annual Debt Service" means_ the sum of the Annual Debt Service for aII Fiscal
Years during the period:commencing with the Fiscal Year in which such calculation is made (or
if appropriate, the first full Fiscal Year following the issuance of Parity Obligations) and
terminating with the last Fiscal Year in which payments are due under Outstandlng Parity
Obligations, divided by the number of such Fiscal Years.

"Balloon Parity Obligation” means any Panty Obllgatlon described as such in such Parlty
Obllgatlon

“Bank” means, with respect to the initial Credit Facility, Dexia Crédit Local, New York
Branch, and thereafter the commercial bank or other financial institution issuing (or having
primary obligation, or acting as agent for the financial institution so obligated under)
a Credit Facility then in effect.

"Benk Certificates” means 2008 Certificates purchased with moneys drawn under (or
otherwise obtained pursuant to the terms of the Credit Facility, but excluding 2008 Certificates
no longer considered to be Bank Certificates under the terms of the Credit Facility).

“Business Day” means (i} any day other than {a) a Saturday or Sunday or legal holiday
of a day on which banking institutions in the city or cities in which the Trust Office of the Trustee
is located are authorized by law or executive order to close or {(b) a day on which the New York
Stock Exchange is closed, or (c) a day on which the offices of the Tender Agent at which the
duties hereunder are to be performed or the office of the Bank at which draws under the Credit
Facility are presented are authorized or required by law to close; or (ii) during an Auction Period,
solely for purposes of conducting an Auction, any other day or days as may be agreed to in
writing by the Auction Agent the Broker—Dealers the Trustee and the Authority.

"Cemf cates” means certificates of participation executed and delivered by the Authority
in 1999, 2002, 2004, 2005 and the 2006 Certificates, in connection with Contracts. ”

 "City" means the City of Roseville, a chaﬁer city and municipal corporation, duly
organized and existing under and by virtue of the Constitution and laws of the State.

"Code" means the Internal Revenue Code of 1986, and the regulations issued
thereunder, as the same may be amended from time to time, and any successor provisions of
law. Reference to a particular section of the Code will be deemed to be a reference to any
successor to any such section.

"Contract” means the Master Contract, as supplemented by the 1997 Supplemental
Contract, the 1999 Supplemental Contract, the 2002 Supplemental Contract, the. 2004
Supplemental Contract, the 2005 Supplemental Contract and the 2008 Supplemental Contract
and as otherwise amended or supplemented from time to time.

‘Conversion” means, any conversion from time to time in accordance with the terms of

the Trust Agreement of the 2008 Certificates from one Interest.Rate Mode to another Interest
Rate Mode.
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Conversron Date means the date on-which any Convers:on becomes effectlve

.
‘1"_:’_ M }

"Costs of lssuance means “all the costs of executlng and dellverlng any 2008
Certificates, including, but not limited to, all printing and docurment preparation expenses in
connection with the Trust: Agreement, any 2008 Certificates and ‘any preliminary official
statement and final official. statement pertaining to‘any 2008 Certificates; rating agency fees;
CUSIP- Service Bureau-charges; market study fees; legal fees and expenses of counsel to the
City and the Authority; any computer and other expenses incurred in connection with any 2008
Certificates; fees and expenses of the Bank, the fees and-expenses of the: Trustee, the
Remarketing Agent, fees related to the Credit Facility, and any Broker-Dealer and Auction
Agent; ‘'and other fees and expenses inéurred ‘in-connection with the execution of the 2008
Certificates or the refunding of the 2008 Certificates to be refunded with proceeds of the 2008
Certifi cates to the extent such fees and expenses are approved by the Authorlty or the Clty

“Credlt Fac:llty” means, |n|t|ally the lrrevocable dlrect pay letter- of credit, and ‘any
extension ‘and. renewal thereof, issued: by the initial Bank naming the Trustee beneficiary and
delivered on the date of issuance and delivery of the 2008 Certificates pursuant to the Letter of
Credit Reimbursement Agreement for the account of the Authority, and in the event such Credit
Facility. is.no longer. available® for- either respective Series of the 2008 Certrt’ cates, any
subsequent Alternate Credlt Facmty issued for such Serles : :

“Daily Rate” means the Interest Rate Mode in whlch the interest rate on a Serles of the
2008 Certlﬁcates is determined on each Business Day in accordance W|th the Trust Agreement

L . ' 1 . "‘r - : MR ‘ .

“Dally Rate Period” means-any penod :gach’ con5|stlng of one Busuness Day, beginning
on, and including, theConversion. Date for.-a' Conversion- to the Daily Rate until the day
precedmg the earller of. the Conversron to a different Interest Rate Mode or the matunty of the
2008 Certlfcates R . o Ty :

“Defeasance Obllgataons means (a) cash; (b) non-callable - dlrect obllgatlons of the
United States of America (“Treasuries”), or {c) evidences of ownership of proportionate interests
in“future interest.and principal payments-on Treasuries held by a bank ‘or trust' company as
custodian, under which the owner of the investment is:the real party in interest and has the right
to proceed directly and individually against the obligor and the underlying Treasuries are not
available to any. person ‘claiming through the custodian or to whom the custodian may be
obligated (or any combination thereof). TR

- “Fair Market Value” means the price at which a willing buyer would purchase the
investment from a willing seller in a bona fide;.arm's length transaction” (determined as of the
date the contract to purchase or sell the investment becomes binding} if the investment is traded
on an established securities market (within the meaning of section 1273 of the Tax Code) and;
otherwise, the term "“Fair Market Value” means the acquisition price in a bona fide arm's length
transaction (as referenced above) if (i} the investment is a certificate of deposit that is acquired
in accordance ‘with applicable regulations under.the Tax: Code, (ii) the investment is an
agreement with specifically negotiated withdrawal or reinvestment provisions and a specifically
negotiated interest rate (for example, a guaranteed investment contract, a forward supply
contract or other investment agreement) that is acquired in accordance with applicable
regulations under the Tax Code, (iii) the investment is a United States Treasury Security--State
and Local Government Series that is acquired in accordance with applicable regulations of the
United States Bureau of Public Debt, or (iv) any commingled investment fund in which the
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Authority and related parties do not own more than a ten percent (10%) beneficial interest
therein if the return paid by the fund is without regard to the source of the investment.

"Electric Revenue Fund" means the City of Roseville Electric Utility Fund continued
pursuant to the Master Contract.

"Electric Service" means. the service furnished, made available or provided by the
Electric System.

"Electric System" means the electric public utility system of the City, comprising all
electric generation, transmission and distribution facilities and all general plant facilities related
thereto now owned by the City and all other properties, structures or works for the generation,
transmission or distribution of electricity hereafter acquired by the City, including all contractual *
rights for electricity or the transmission thereof, together with all additions, betterments,
extensions or improvements to such facilities, properties, structures or works or any part thereof
hereafter acquired.

"Event of Default" means an event of default described in the Master Contract and the
Trust Agreement.

“Federal Securities” means any of the following which at the time of investment are legal
investments under the laws of the State for the moneys proposed to be invested therein:

(a) direct general obligations of the United States of America (including obligations
issued or held in book entry form on the books of the Department of the Treasury of the United
States of America); and

(b) obligations of any department, agency or instrumentalitg'/ of the United States of
America the timely payment of principal of and interest on which are uncondltlonally and fully
guaranteed by the United States of Amerlca g T

“Fiscal Year” means the penod commencing on July 1 of each year and terminating on
the next succeeding June 30, or any other annual accounting period prescribed by law for local
public agencies in the State of California.

"Generally Accepted Accounting Principles” means the uniform accounting and reporting
procedures set forth in publications of the American Institute of Certified Public Accountants or
its successor, or by.any other generally accepted authority on such procedures selected by the
City, and includes, as applicable, the standards set forth by the Governmental- Accounting
Standards Board or |ts successor.

"Improvement Fund" means the City of Roseville Electric System Improvement Fund
established pursuant tc the Master Contract.

‘Independent Certified Public Accountant” means any certified publie accountant or firm
of such accountants appointed and paid by the Authority or the City, and who, or each of whom-

(é)' is_‘-in fact independen{ and not under domination of the Authorify or the City; .
(b} does not have any substantial identity of interest, direct or indirect, with the

Authority or the City; and
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(c) is not and no member of which is connected with the Authority or the City as an
officer or employee of the Authority or the City, but who may be regularly retained to make
annual or other audits of the books of or reports to the Authority or the City.

“Interest Payment Date” means, with respect to the 2008 Certificates,

(a) (i) if the Interest Rate Mode for the 2008 Certificates is the Daily Rate or the
Weekly Rate, the first Business Day of each month, (ii) if the interest Rate Mode for the 2008
Certificates is the Commercial Paper Rate, the first Business Day following the last day of each
Commercial Paper Rate Period for such 2008 Certificates and (iii) if the Interest Rate Mode for
such 2008 Certificates is the Long-Term Rate, February 1 and August 1, provided, however,
that if any February 1 and August 1 which is a Conversion Date for Conversion to the Daily
Rate, the Weekly Rate or the Commercial Paper Rate, is not a Business Day, then the first
Business Day immediately succeeding such February 1 and August 1, as applicable;

{b) if the Interest Rate Mode for the 2008 Certificates is the Auctlon Rate “Interest
Payment Date” will be as defined in the Trust Agreement; :

{(c) the Conversion Date or the effective date of a change to a new Long-Term Rate
Period; and : ' :

(d) with respect to Bank Certificates, any date deS|gnated as an mterest payment
date in the Relmbursement Agreement :

In any case, the ﬁnal |nterest Payment Date will be the maturity date of the 2008
Certlf cates .

"Interest Period” ‘means the penod from and including, each Interest Payment Date-for
such 2008 Certificates to, and including, the day next preceding the next Interest Payment Date
for such 2008 Certificates, provided, however, that the first Interest Period for any 2008
Certificates will begin-on.{and include) the.lssue Date of the 2008 Certificates and the final
Interest Period will end the day next preceding the maturity date of the 2008 Certificates.

“Interest Rate Calculation Date” means the date or dates on which the Interest Rate(s)
for the next succeeding Interest Payment Date(s) are determined.

“Interest Rate Mode” means the Commercial Paper Rate, the Daily Rate, the Auctlon
Rate, the Weekly Rate and the Long-Term Rate. . :

‘Interest Requirement” means the amount of interest due and payable on the 2008
Certificates on the next occurring Interest Payment Date’ .

“Issue Date” means, as to any 2008 Certlfcates the date on WhICh such 2008
Certificates are delivered to the Purchaser thereof. :

"Long—Term Rate" means the Interest Rate Mode in which the interest rate on a Series of

the 2008 Certificates is determined in accordance with the applicable provisions of the Trust
Agreement.
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“Long-Term Rate Period” means any period established by the Authority pursuant to the
Trust Agreement and beginning on, and including, the Conversion Date for a Conversion to the
Long-Term Rate and ending on, and including, the day preceding the last Interest Payment
Date for such period and, thereafter, each successive period, if any, of substantially the same
duration as that established period until the day preceding the earliest of the change to a
different Long-Term Rate Period, the Conversion to a different Interest Rate Mode or the
maturity of the 2008 Certificates.

“Mandatory Purchase Date” means any date upon which any 2008 Certificates have
been called for mandatory tender for purchase in accordance with the Trust Agreement.

"Maintenance and Operation Costs” means the costs paid or incurred by the City for
maintaining and operating the Electric System, determined in accordance with Generally
Accepted Accounting Principles, including, but not limited to, (a) all costs of electric energy and
power generated or purchased by the City for resale, costs of transmission, fuel supply and
water supply in connection with the foregoing, (b) all reasonable expenses of management and
repair and other expenses necessary to maintain and preserve the Electric System in good
repair and working order, (c) all administrative costs of the City that are charged directly or
apportioned to the operation of the Electric System, such as salaries and wages of employees,
overhead, taxes (if any) and insurance premiums, and (d} all other reasonable and necessary
costs of the City or charges required to be paid by it to comply with the terms of the Master
Contract or of any resolution authorizing the execution of any Contract or of such Contract or of
any resolution authorizing the issuance of any Parity Obligations or of such Parity Obligations,
such as compensation, reimbursement and indemnification of the trustee, remarketing agent or
surety costs for any such Contracts or Parity Obligations, letter of credit fees for any such
Contracts or Parity Obligations, fees and expenses of Independent Certified Public Accountants
and Independent Engineers; but excluding in all cases depreciation, replacement and
obsolescence charges or reserves therefor and amortization of intangibles. Anything contained
in the Master Contract to the contrary notwithstanding, "Maintenance and Operation Costs” will
include all amounts required to be paid by the City under contracts with a joint powers agency
for the purchase of capacity, energy, transmission capability or any other commodity or.service
in connection with the foregoing, which contract requires payments by the City to be made
thereunder to be treated as Maintenance and Operation Costs.

"Master Contract' means the Master Installment Purchase Contract executed and
entered into as of November 1, 1987, by and between the City and the Authority, as the same
may be amended or supplemented from time to time.

"Maximum Annual Debt Service" means the greatest Annual Debt Service payable on
Parity Obligations in any Fiscal Year during the period commencing with the Fiscal Year in
which the determination is being made and terminating with the last Fiscal Year in which
payments are due under Outstanding Parity Obligations.

"Maximum Annual Payments" means the greatest total Payments payable in any Fiscal
Year during the period commencing with the then current Fiscal Year and terminating with the
last Fiscal Year in which payments are due under Outstanding Parity Obligations.

“Maximum Rate” means, (a) as to 2008 Certificates bearing interest at a rate other than
an Auction Rate, and other than Bank Bonds, 12%, (b) as to 2008 Certificates bearing interest
at an Auction Rate, the meaning assigned to such term in the Auction Procedures, and (c).with
respect to Bank Certificates, the maximum rate allowed by the Reimbursement Agreement.
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Moodys means Moodys Investors Serwce Inc a corporation duly -organized and
existing under and by virtue of the laws-of the State- of Delaware and its successors or assigns,
except that.if such”corporation will be dissoived or' liquidated or will no longer perform the
functions of-a securities rating agency, then the term “Moody's” will be deemed to refer to any
other nationally recognized securities rating agency selected by the Authorlty and approved by
the Bank.

"Net Proceeds" means, when used with respect:to any condemnation award or with
respect to any insurance proceeds, the amount of such condemnation award or such insurance
proceeds remaining after payment of all expenses (includlng attorneys fees) mcurred in the
collectlon of such award or-such proceeds » -

."Net Revenues- ‘means, -for any Fsscal Year or-any. desighated 12-month period in
question, the ‘Revenues during such Fiscal Year or 12-month period less the Maintenance and
Operatlon Costs durlng such Flscal Year or 12-month period.

L Tty
s

=i

+ r o
~ ' *

" "897 Trust Agreement" means that certaln Trust Agreement dated as of November 1
1997, by and between the Clty and Flrst Trust ‘of California, National Assocratlon as orlgrnal
trustee thereunder. - St , -

b

“Oplnlon of Specral Counsel means a wntten oplnlon of Spemal Counsel
“Outstandrng when used as of anyfpartlcutar time-with reference to 2008 Certlﬁcates
means (Subject to the provisions of the :Trust Agreement) all Certificates theretofore executed
|ssued and dellvered by'the Authority. under the Trust. Agreement except -
R I
ey (a) 2008 Certificates theretofore cancelled by the Trustee or surrendered to the
Trustee for cancellatlon

. !il

« (b) 2008 Certlf cates paid or deemed to have bheen pald W|th|n the meanlng of the
provisions of the Trust Agreement regardlng defeasance and

(c) 2008 Certificates in lieu of orin substltutron for WhICh other Bonds will have been
executed,; issued-and’ dehvered by the Authonty pursuant to the Trust Agreement or any Panty
Obligations Instrument. . o

“‘Owner” means any person who will be the registered owner of any Outstandlng 2008
Certificate as |nd|cated in the registration books of the Trustee .

© "Parity Bank Agreements” means an agreement with a bank or ather financial institution
relating to an irrevocable letter of credit, guarantee or other credit enhancement device
prowdlng Ilqmdlty or irrevocable credit or securlty for the payment of Panty Obligations.

"Parity Obllgatlon Payment Fund" means the City of RoseVIIIe Electric System- Panty
Obligation Payment Fund established pursuant to the Master Contract.

"Parity Obligations" means all'Supplemental Contracts and all other obligations hereafter
incurred by the City the payment of which constitutes a charge and lien on the Net Revenues
equal-to and on a parity with the charge and lien upon the Net Revenues for the payment of the
Payments, including, except for purposes of application of the provisions of the Master Contract
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regarding the execution of parity obligations and other obligations, (i) Parity Payment
Agreements and (ii) Parity Bank Agreements (provided that no amounts have been drawn under
any such Parity Bank Agreements which have not been reimbursed by the City).

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

"Parity Reserve Fund” means the City of Roseville Electric System Parity Reserve Fund
establlshed pursuant to the 1997 Trust Agreement.

"Payment Agreement” means a written agreement for the purpose of managing or
reducing the City’s exposure to fluctuations in interest rates or for any other interest rate,
investment, .cash flow, asset or liability managing purposes, entered into either on a current or
forward basis by the City and a Qualified Counterparty in connection with, or incidental to, the
entering into of any Parity Obligation, that provides for an exchange of payments based on
interest rates, ceilings or floors on such payments, cash flows, options on such payments, or
any combination thereof or any similar device.

"Payment Agreement Payments" means the amounts required to be paid periodically by
the City to the Qualified Counterparty pursuant to a Payment Agreement

"Payment Agreement'Receipts" means the amounts required to be paid pericdically by
the Qualified Counterparty to the City pursuant to a Payment Agreement.

"Payment Date" means any date on which Payments are scheduled to be paid by the
City under and pursuant to any Supplemental Contract. o

"Payments" means the instaliment payments scheduled to be paid by the City under and
pursuant to the Contracts. ‘ . _

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

1. Direct obligations (other than an obligation subject to variation in principal
repayment) of the United States of America ("United States Treasury Obligations™), (b)
obligations fully and unconditionally guaranteed as to timely payment of principal and interest by
the United States of America, (c} obligations fully and unconditionally guaranteed as to timely
payment of principal and interest by any agency or instrumentality of the United States of
America when such obligations are backed by the full faith and credit of the United States of
America, or (d) evidences of ownership of proportionate interests in future interest and principal
payments on-obligations described above held by a bank or trust company as custodian, under
which the owner of the investment is the real party in interest and has the right to proceed
directly and individually against the obligor and the underlying government obligations are not
available to any person claiming through the custodian or to whom the custodian may be
cbligated.

2. Federal Housing Administration debentures.

3. The listed obligations of government-sponsored agencies which are not backed
by the full faith and credit of the United States of America:
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a) Federal Home Loan Mortgage Corporation (FHLMC);
b) Participation certificates (excluded are stripped mortgage securities which
are purchased at prices exceeding their principal amounts) - Senior Debt obligations;

c) Farm Credit Banks (formerly: Federal Land Banks, Federal Intermediate
Credit Banks and Banks for Cooperatives) Consolidated system-wide bonds and notes;

d) Federal Home Loan Banks {FHL Banks) Consclidated debt obligations;

e) Federal National Mortgage Association (FNMA) Senior debt obligatiohs
Mortgage-backed securities (excluded are stripped mortgage securities which are
purchased at prices exceeding their principal amounts), L

f) Student Loan Marketing Association (SLMA) Senior debt obligations
(excluded are securities that do not have a fixed par value and/or whose terms do not
promise a fixed dollar amount at maturity or call date);

Q) Financing Corporatlon (FICO) Debt obllgatlons
h) Resolution Funding Corporation (REFCORP) Debt obligations.

o 4, Unsecured certificates of deposi_t, time deposits, and bankers' acceptances
(having maturities of not more than 30 days) of any bank the short-term obligations of which are
rated “A 1" or better by S&P, mcludlng those of the Trustee and |ts affiliates.

5. Dep03|ts the aggregate amount of which are fully insured by the Federal Deposit
Insurance Corporation (FDIC), in banks which have capltal and surp[us of at least $5 million,
including the Trustee and its aﬂ'llates

- 6. Commercial paper (havmg original maturltles of not more than 270 days) rated
"A- 1+" by S&P and "Prime-1" by Moody's. .

7. Money market funds rated "AAm" or "AAM-G" by S&P, or better, including funds
for which the Trustee and |ts affiliates provide investment advisory or other management
services.

8. "State Obligations", which means:-

a) Direct general obligations of any state of the United States of America or
any subdivision or agency thereof to which is pledged the full faith and credit of a state
the unsecured general obligation'debt of which is rated "A3" by Moody's and "A" by S&P,
or better, or any obligation fully and unconditionally guaranteed by any state, subdlwsmn
or agency whose unsecured general obligation debt is so rated;

b) Direct general short-term obligations of any state agency or subdivision or
agency thereof described in (A) above ‘and rated "A-1+" by S&P and "MIG-1" by
Moody's;



c) . Special Revenue Certificates (as defined.in the United-States Bankruptcy
- Code) of any state, state agency or subdivision described in (A) above and rated "AA" or
better by S&P and "Aa" or better by Moody's;

9. _Pre-refunded municipal obligations rated "AAA" by S&P and "Aaa" by Moody's
meeting the following requirements:

a).  the municipal obligations are (1) not subject to prepayment prior io
maturity or (2) the trustee for the municipal obligations has been given irrevocable
instructions concerning their call and prepayment and the issuer of the municipal
obligations has covenanted not to prepay such municipal obligations other than as set
forth in such instructions;

b) the municipal obligations are secured by cash or United States Treasury
. Obligations which may be applied only to payment of the pnnmpal of, interest and
premium on such municipal obligations;

c) the principal of and interest with respect to the United States Treasury
Obligations (plus any cash in the escrow) has been verified by the report of independent
certified public accountants to be sufficient to pay in full all principal of, interest, and
premium, if any, due and to become due on the municipal obligations ("Verification"),

d) the cash or United States Treasury Obligations serving as security for the
municipal obligations are held by an escrow agent or trustee in trust for owners of the
mupnicipal obligations,

e) no substitution of a United States Treasury Obligation will be permitted
except with another United States Treasury Obligation and upon delivery of a new
Verification; and

f) the cash or United States Treasury Obligations are not available to satisfy
- any other claims, including those by or against the trustee or escrow agent.

10. Repurchase agreements:

With (1) any domestic bank, or domestic branch of a foreign bank, the long term debt of
which is rated at least "A" by S&P and Moody's; or (2) any broker-dealer with "retail customers"
or a related affiliate thereof which broker-dealer has, or the parent company (which guarantees
the provider) of which has, long-term debt rated at least "A" by S&P and Moody's, which broker-
dealer falls under the jurisdiction of the Securities Investors Protection Corporation; or (3) any
other entity rated "A" or better by S&P and Moody's, provided that:

a) The market value of the collateral is maintained at 104%; .
b) The Trustee or a third party acting solely as agent therefor or for the
Authority (the "Holder of the Collateral") has possession of the collateral or the collateral
has been transferred to the Holder of the Collateral in accordance with applicable state
and federal laws (other than by means of entries on the transferor's books); .
. ¢) The repurchase agreement will state and an opinion of counsel will be
, rendered at the time such collateral is delivered that the Holder of the Collateral has a

C-13



perfected first priority-security intersst in the collateral, any substituted collateral and all
~ proceeds thereof (in*the ‘case of bearer secuntles this - means the Holder of the

Coliateral is in possession), : ST s -

vt .- “d) Al othet requirements of S&P in-respect of repurchase agreements will
be met; TS T

e) * The repuichase ‘agreement  will provide that if during its term the

 provider's rating by either'Moody's or S&P is withdrawn or suspended or falls below "A-"
"by S&P or "A3" by Moody's, as appropniate, the provider must, at the direction of the
Authority or the Trustee within 10 days of receipt of such direction; repurchase all
collateral and terminate the agreement with no penalty or premium to the Authority or
Trustee
Notwithstanding the above if a repurchase agreement has a term of 270 days or less
{(with no evergreen provision), collateral levels need not be as specified in (A) above, so long as
such collateral levels are 103% or better and the provuder |s rated at least "A" by S&P and
Moodys respectlvely : - :

11. Investment agreements W|th a domestlc or forelgn bank or- corporatuon (other
than a life or property casualty insurance company) the'long-term debt of which, or, in the case
of a guaranteed corporation the long-term debt, or, in the case of a monoline financial guaranty
insurance company, -claims paying ability; of the guarantor i rated at least "AA" by S&P and
“Aa" by Moody's; provided that, by theterms-of the investment agreement:

a) interest payments are to be made to the Trustee at times and in amounts
as necessary to pay debt service (or; if the investment agreement is for the construction
fund, construction draws) on the 2008 Certificates;

b) the invested funds are available for withdrawal, for reasons under the
Trust Agreement, without penalty or premium, upon not more than seven days' prior
notice; the Authority and the Trustee thereby agree to give or cause to be given notice in
accordance with the terms of the investment agreement so as to receive funds
thereunder with no penalty or premium paid;

tc) the investment agreement will state that is the unconditional and general

obligation of; and is not subordinated to any other obligation of, the provider thereof or, if

- the provider is a bank, the agreement or the opinion of counsel will state that the

" obligation of the provider to make payments thereéunder ranks pari passu with the

obligations of the provider to its other depositors and its other unsecured and
unsubordinated creditors; :

d) the Authority or the Trustee receives the opinion of domestic counsel
(which opinion will be addressed to the Authority} that such investment agreement is
legal, valid, binding and enforceable upon the provrder in accordance wrth its terms and
of forelgn counsel (if applicable); -

e) the investment agreement will provide that if during its term:

i) -~ “the provider's rating by either S&P or Moody's falls below "AA-" or

"Aa3", respectively, the provider will, at its option, within-10 days of receipt of
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publication of such downgrade, either (i) collateralize the investment agreement
by delivering or transferring in accordance with applicable state and federal laws
(other than by means of. entries on the provider's books) to the Authority, the
Trustee or a third party acting solely as agent therefor (the "Holder of the
Collateral") collateral free and clear of any third-party liens or claims the market
value of which collateral is maintained at least 104% (with a market value
approach); or (i} repay the principal of and accrued but unpaid interest with
respect to the investment, and :

ii) the provider's rating by either S&P or Moody's is withdrawn or
suspended or falls below "A-" or "A3", respectively, the provider must, at the
direction of the Authority or the Trustee, within 10 days of receipt of such
direction, repay the principal of and accrued but unpaid interest with respect to
the investment, in either case with no penalty or premium to the Authority or
Trustee, and

f) the investment agreement will state and an opinion of counsel will be

rendered, in the event collateral is required to be pledged by the provider under the
terms of the investment agreement, at the time such collateral is delivered, that the
Holder of the Collateral has a perfected first priority security interest in the collateral, any
" substituted collateral and all proceeds thereof (in the case of bearer securities, this

means the Holder of the Collateral is in possession), .
g) the investment agreement must provide that if during. its term:-
1) the provider will defauit in its payment obligations, the provider's

12.

13.

obligations under the investment agreement will, at the direction of the Authority
or the Trustee, be accelerated and amounts invested and accrued but unpaid
interest thereon will be repaid to the Authority or Trustee, as appropriate; and

i) the provider will become insolvent, not pay its debts as they
become due, be declared or petition to be declared bankrupt, etc. ("event of
insolvency"), the provider's obligations will automatically be accelerated and
amounts invested and accrued but unpaid interest thereon will be repaid to the
Authority or Trustee, as appropriate.

.. shares in the California Asset Management Program..

the Local Agency Investment Fund established under Section 16429.1 of the

Government Code of the State of California, provided, however, that the Trustee must be
allowed to make investments and withdrawals in its own name and the Trustee may restrict
investments in the Local Agency Investment Fund if required to keep moneys available for the
purposes of the Trust Agreement.

“Prepayment Price” means, with respect to any 2008 Certificate, the principal amount
thereof, plus the applicable premium, if any, plus interest accrued to the prepayment date,
payable upon prepayment thereof pursuant to the Trust Agreement.

“Preifailing Market Conditions” means, without limitation, the following factors: existing
short-term market rates for securities; indices of such short-term rates; the. existing market
supply and demand and the existing yield curves for short-term and long-term securities for
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obligations of credit quality comparable to the 2008 Certificates; general economic conditions
and financial conditions that may affect or be relevant'to the 2008 Certificates; and such other
facts, circumstances and conditions as the Remarketing Agent, in its sole discretion, will
determine to be relevant to the remarkettng of the 2008 Certlf cates, at the principal amount
thereof.

"Principal Payment” means with respect to any particular Principal Payment Date, an
amount equal to the sum of (i) the aggregate principal amount of Outstanding Serial 2008
Certificates payable on such Principal Payment Date (but not including Sinking Fund
Instaliments) and (ii) the aggregate of Sinking Fund Instaliments with respect to all Outstanding
Term Certificates payable on such Principal Payment Date as determined thereby.

“Principal Payment Date” means (i) with fespect to the 2008 Certificates, prior to the
Long-Term Conversion Date, February 1, commencing with February 1, 2023, as to the 2008A
Certificates, and February 1, commencing February 1, 2009, as to the 2008B Certificates; and
(ii) with respect to any 2008 Certificates bearing interest at a Long-Term Rate, February 1,
commencing with the February 1 immediately following the Long-Term Rate Date or otherwise
as in accordance with a Supplemental Trust Agreement entered |nto pursuant to the terms
thereof, :

"Project" means any additions, betterments, extensions or improvements to the Electric
System designated by the City Council of the City as a Project, the cost of acquisition and
construction of which (together with the incidental costs and expenses related thereto) is to be
financed by the proceeds of any Parity Obllgatlon as provided therein.

“Purchase Date” means, with respect to any 2008 Certificate, (a) if the Interest Rate
Mode is the Daily Rate or the Weekly Rate, any Business Day as set forth in the Trust
Agreement, and (b) each day that such 2008 Certificate is subject to mandatory purchase
pursuant to the Trust Agreement; provided, however, that the date of the stated maturity of such
2008 Certificate will not be a Purchase Date.

"Qualified Counterparty” means a party (other than the City) who is the other party to a
Payment Agreement and (1) (a) whose senior debt obligations are rated in one of the three (3)
highest rating categories of each of the Rating Agencies then rating any Parity Obligations
{without regard to any gradations within a rating category), or (b} whose obligations under the
Payment Agreement are guaranteed for the entire term of the Payment Agreement by a bond
insurer or other institution which has been, or whose debt service obligations have been,
assigned a credit rating in one of the three highest rating categories of each of the Rating
Agencies then rating any Parity Obligations, and (2) who is otherwise qualified to act as the
other party to a Payment Agreement with the City under any applicable laws.

"Rate Stabilization Fund" means the fund by that name establlshed pursuant to the
Master Contract.

"Rate Period” means any period dunng which a single mterest rate is in effect for the
2008 Certificates.

"RBI" means the Bond Buyer Revenue Bond Index or comparable index of long-term
municipal obligations chosen by the City, or, if no comparable index can be obtained, eighty
percent (80%) of the interest rate on actlvely traded thirty (30) year United States Treasury
obligations. -



. “Regular. Record Date” means (a) with respect to any Interest Period during which the
Interest Rate Mode is-the Daily Rate or the Weekly Rate, the close of business on the last
Business Day of such Interest Period, (b) with respect to any Interest Period during which the
Interest Rate Mode is the Auction Rate, the second Business Day preceding an Interest
Payment Date for such Interest Period, (c) with respect to any Interest Period during which the
interest Rate Mode is the Long-Term Rate, the fifteenth day (whether or not a Business Day) of
the calendar month prior to the Interest Payment Date, and (d) with respect to any Interest
Period .during which the Interest Rate Mode- is the Commercial Paper Rate, the Interest
Payment Date for such Interest Period.

“Reimbursement Agreement” means the Letter of Credit Reimbursement Agreement
dated as of the Issue Date between the City and Dexia Crédit Local, New York Branch, or any
similar agreement with respect to an Alternate Credit Facility.

“Remafketing Agent” means the remarketing agent appointed in accordance with the
Trust Agreement, initially Morgan Stanley & Co. Incorporated.

“Remarketing Agreement” means the Remarketing Agreement, dated as of May 1, 2008,
between the Authority and the Remarketing Agent, providing for the remarketing of 2008
Certificates tendered for purchase, as the same may be amended from time to time, and any
remarketing agreement between the Authority and a successor Remarketing Agent.

“Representation Letter” means each Letter of Representations from the Authority and
the Trustee to DTC, or any successor securities depository for the 2008 Certificates.

“Request of the Authority” means a request in writing sigﬁed by an Authorized Official.

“Reserve Fund Requirement” means, as of any date of determination and excluding any
Parity Obligations which are not Supplemental Contracts and the debt service thereon, the least
of (a) ten percent (10%) of the initial offering price to the public of the Parity Obligations as
determined under the Code, or (b) the Maximum Annual Debt Service, or (c} one hundred
twenty-five percent (125%) of the Average Annual Debt Service, all as computed and
determined by the City and specified in writing to the Trustee; provided, that such requirement
(or any portion thereof) may be provided by one or more policies of municipal bond insurance or
surety bonds issued by a municipal bond insurer or by a letter of credit issued by a bank or
other institution if the obligations insured by such insurer or issued by such bank or other
institution, as the case may be, have ratings at the time of issuance of such policy or surety
bond or letter of credit equal to "Aa" or higher assigned by Moody's (if Moody's is then rating
any of the Parity Obligations) and "AA" or higher assigned by S&P (if S&P is then rating any of
the Parity Obligations) and that maintain at all times ratings at least equal to the lowest ratings
(without giving effect to municipal bond insurance or other credit enhancement) on any of the
Parity Obligations provided by Moody's {if Moody's is then rating any of the Parity Obligations)
and by S&P (if S&P is then rating any of the Parity Obligations). If at any time obligations
insured by any such municipal bond insurer issuing a policy of municipal bond insurance or
surety bond or a bank or other institution issuing a letter of credit as permitted by this definition
will no longer maintain ratings as required in accordance with the immediately preceding
sentence, the City will provide or cause to be provided cash or a substitute municipal bond
insurance policy or surety bond or a letter of credit meeting such requirements.
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"Revenues” means all gross income and revenue received or recelvable by the City from
the ownership or operation of the Electric System determined in -accordance with Generally
Accepted Accounting Principles, including all rates and chargés received by the City for the
Electnc Service and the other services and facilities of the Electric System and all-proceeds of
insurance covering business interruption loss relating to the Electric ‘System and all -other
income and revenue howsoever. derived by the City from the ‘ownership ‘or operation of the
Electric Systém-or-arising from the Electric System; including-all Payment Agreement Receipts,
and including all-income from'the ‘deposit or investment of any money in the Electric Revenue
Fund, but excluding:(i) proceeds of taxes, (i) refundable deposits made to establish: credit and
advances or contributions in aid of construction and line extension fees, and (iii) any charges
collected by any person to amortize or otherwise relating to the payment of the uneconomic
portion of costs associated with assets and obligations. ('stranded costs") of the Electric System
or of any joint powers agency in which the City participates which'the City has dedicated to the
payment of obligations other than Contracts, the payments of which obligations will be applied
to or pledged to or otherwise set aside for the reduction or retirement of outstanding obligations
of the City or any joint powers agency in which the City participates relating to such 'stranded
costs" of the City or of any such joint powers agency to the extent such 'stranded: costs" are
attributable to, or the responsibility of, the City.

"Sinking Fund Installment” means, with respect to any particular date; the -amount of
money‘required thereby to be paid by the Authority on such date toward the retlrement of any
partlcular Term Certificates prior to their respective stated maturities.

“S&P” means Standard & Poor's Corporation, a corporation duly organized and existing
under and by virtue of the laws of the State of New York, and its suiccessors or assigns, except
that if such corporation will be dissolved or liquidated or will no longer perform the functions of a
securities rating agency, then the term “S&P” will be deemed to refer to any other nationally
recognized securities rating agency selected by the Authority and approved by the Bank.

"Subordinate Obligations” means obligations of the City authorized and executed by the
City under applicable law, the payments under and pursuant to which are payable from Net
Revenues, subject and subordinate to payments under and pursuant to Parity Obligations and
are payable from any fund established for the purpose of paying debt service on such
Subordinate Obligations. -

"Supplemental Contracts” means all installment purchase contracts of the City
supplemental to the Master Contract and authorized and executed by the City under and
pursuant to the Master Contract and applicable law, the installment payments under and
pursuant to which are payable from Net Revenues.

- "Supplemental: Trust Agreement" means any trust agreement then in full force and effect
which has been duly executed and delivered by the Authority and the Trustee amendatory of or
supplemental to the Trust Agreement; but only if and to the extent that such Supplemental Trust
Agreement is specifically authorized under the Trust Agreement.

“Swap Agreement’” means collectively, (i) the ISDA Master Agreement (including the
Schedule thereto) dated as of December 13, 2002, as amended and supplemented by the
Amendment to ISDA Master Agreement dated' as of March 30,’ 2005, and the Confirmation
dated May 9, 2008, between the City and Morgan Stanley Capital Services, Inc., and (ii) the
ISDA Master Agreement, dated as of May 1, 2008, the Schedule thereto dated as of May
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1, 2008, the Credit Support Annex thereto dated as of May 1, 2008, and the Confirmation,
dated May 9 2008, between the City and Bank of America, N. A.

“Swap Counterparty” means collectively, Morgan Stanley Capital Services, Inc. and its
successors and assigns and Bank of America, N.A. and its successors and assigns.

“Swap Periodic Payment” means the periodic payments (which do not include any
payment due upon early termination of the Swap Agreement or the transfer of Eligible Credit
Support pursuant to the Credit Support Document, as defined in the Swap Agreement) due to or
from the Authority and the Swap Counterparty under the Swap Agreement.

“Tax Certificate” means any certificate executed by the Authority at the time of execution
and delivery of the 2008 Certificates relating to the requirements of Section 148 of the Tax
Code, as such certificate may be amended or supplemented.

“Tax Code" means the Internal Revenue Code of 1986, as amended, and the regulations
of the United States Department of the Treasury issued thereunder, and in this regard reference
to any particular section of the Tax Code will include reference to all successors to such section
of the Tax Code.

“Trustee” means The Bank of New York Trust Company, N.A., a national banking
corporation association, duly organized and existing under the laws of the United States of
America and having a principal corporate trust office located at San Francisco, California, and
any other bank or trust company which may at any time be substituted in the place of the
Trustee, as provided in the Trust Agreement.

“Trust Office” means the corporate trust office of the Trustee at 550 Kearney Street,
Suite 600, San Francisco, CA 94108-2527, or such other or additional offices as may be
specuf ied to the Authority by the Trustee in wrltlng

"2008 Payments" means the mstallment payments of interest, principal, and prepayment
premlum if any, payable by the City under and pursuant to the 2008 Supplemental Contract.

"2005 Supplemental Contract” means that certain 2008 Supplemental . Installment
Purchase Contract, dated as of May 1, 2008, between the City and the Authority.

“Variable Index” means, on any date, a rate determined on the basis of The Securities
Industry and Financial Markets Association Municipal Swap Index™ as of the most recent date
for which such index was published or such other weekly, high-grade index comprising seven-
day, tax-exempt variable rate demand notes produced by Municipal Market Data, Inc., or its
successor, or otherwise designated by The Securities Industry and Financial Markets
Association; provided that, if such index is no longer provided by Municipal Market Data, Inc. or
its successor, the “Variable Index” will mean such other reasonabty comparable index selected
by the Remarketlng Agent. ,

“Variable Interest Rate” means the Daily Rate, the Weekly Rate, the-Commercial Paper
Rate and the Auction Rate. . ' _

V"Variable Rate Period" means -any period of time during which any 2008 ,Certiﬁcates
evidence interest at a specified Variable Interest Rate determined-with regard to such period.
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“Weekly Rate” means the Interest Rate Mode in which the interest rate with respect to a
Series of the 2008 Certificates is determined weekly in accordance with the Trust Agreement.

“Weekly Rate Period” means the period beginning on, and including, the Conversion
Date for a Conversion to the' Weekly Rate and ending on, and including, the next Wednesday
and thereafter the period beginning on, and including, any Thursday and ending on, and
including, the earliest of the foliowing Wednesday, the day preceding the Conversion of the
2008 Certificates to a different Interest Rate Mode or the maturity of the 2008 Certificates.

THE MASTER INSTALLMENT PURCHASE CONTRACT

Under the Master Contract, the Authority agrees to finance and refinance the costs of
the acquisition and construction of the Project for and to sell the Project to the Cily and appoints
the City as its agent for the purpose of such acquisition and construction.- Certain provisions of
the Master Contract are summarized befow. THIS SUMMARY DOES NOT PURFPORT TO BE
COMPLETE OR DEFINITIVE AND IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO
THE FULL TERMS OF THE MASTER CONTRACT.

Acqmsmon Constructlon and Sale of Projects: Funds

 Acquisition, Construction and Sale of Projects. Pursuant to the Master Contract, the
Authority agrees to finance and refinance the costs of the acquisition and construction of the
Projects for and to sell the Projects to the-City, and in order to implement such provision, the
Authority appoints the City as its agent for the purpose of such acquisition and construction, and
the City agrees to enter into such agreements, construction contracts and purchase orders as
may be necessary, as agent for the Authonty to prowde for the complete acquisition and
construction of the Projects. -

The City agrees that as such agent it will cause the acquisition and construction of the
Projects to be diligently completed after the deposit of funds in the Improvement Fund for such
purpose pursuant to the Master Contract, and that it will use its best efforts to cause the
acquisition and construction 'of the Projects to be completed in a timely fashion, unforeseeable
delays beyond the reasonable control of the City only excepted, and the Authority agrees to and
sells the Projects to the City. Notwithstanding the foregoing, it is expressly understood and
agreed that the Authority will be under no liability of any kind or character whatsoever for the
payment of any costs or expenses incurred by the City for the acquisition and construction of
the Projects and that all such costs and expenses will be paid by the City, regardless of whether
the funds deposited in the Improvement Fund are sufficient to cover all such costs.

Improvement Fund. The Master Contract establishes the City of Roseville Electric
System Improvement Fund (the "Improvement Fund"), which fund the City agrees to maintain
until the completion of the "acquisition and construction of the Projects to be funded from the
separate accounts to be established in such fund as provided in the Supplemental Contracts.
All money in the Improvement Fund will be used and withdrawn by the City to pay the costs of
the Projects (or to reimburse the City for such costs) upon receipt of a Request of the City. The
City will maintain on file-a record of all expenditures from the Improvement Fund, including
appropriate Requests of the City evidencing the person to whom payment is t0 be made, the
amount of money to be paid, the purpose for which the obligation to be paid was incurred and
that such payment was a proper charge against the.Improvement Fund arid has not been the
subjeét of ‘'a previous Request of the City.: After the completion of the acquisition and
construction of each Project to be funded from the Improvement Fund, any remaining balance in
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the Improvement Fund allocable to such Project will be transferred by the City to the Electric
Revenue Fund.

Rate Stabilization Fund. The Master Contract establishes a City of Roseville Electric
System Rate Stabilization Fund (the "Rate Stabilization Fund"), which fund the City agrees to
maintain so long as any Parity Obligations remain unpaid. The City may at any time deposit in
the Rate Stabilization Fund any Net Revenues after providing for the payment.of Parity
Obligations and any other money received and available to be used therefor, and the City may
at any time withdraw any or all of the money from the Rate Stabilization Fund for any legal
purpose. All interest or other earnings upon deposits in the Rate Stabilization Fund will be
accounted for as Revenues. Notwithstanding the foregoing, no Revenues will be deposited in
the Rate Stabilization Fund to the extent that such amount was inciuded by the City in Adjusted
Annual Net Revenues for purposes of determining compliance with the additional Parity
Obligations test or the rate covenant of the City pursuant to the Master Contract and deduction
of the amounts to be deposited in the Rate Stabilization Fund would have caused
noncompliance with such section.

Electric Revenue Fund. In order to carry out and effectuate the obligation of the City
contained in the Master Contract and in all Supplemental Contracts to pay the Payments, the
City agrees and covenants that all Revenues received by it will be deposited when and as
received in the City of Roseville Electric System Revenue Fund (the “Electric Revenue Fund"),
which fund will be a continuation of the Electric Utility Fund established by the City and which
fund the City agrees and covenants to maintain separate and apart from other moneys of the
City {subject to the Master Contract) so long as any Parity Obligations remain unpaid, and ait
money on deposit in the Electric Revenue Fund will be applied and used only as provided in the
Master Contract. The City will pay all Maintenance and Operation Costs (including amounts
reasonably required to be set aside in contingency reserves for Maintenance and Operation
Costs the payment of which is not then immediately required) from the Electric Revenue Fund
as they become due and payable, and all remaining money on deposit in the Electric Revenue
Fund will be set aside and deposited by the City at the foliowing times in the following order of

priority:

(a) Parity Obligation Payment Fund Deposits. On or before the third
Business Day before each date on which interest or principal becomes due and payable
under any Parity Obligation or any net payments become due and payable by the City
under any Parity Payment Agreement, the City will, from the money in the Electric
Revenue Fund, deposit in The City of Roseville Electric System Parity Obligation
Payment Fund (the "Parity Obligation Payment Fund"), which fund is established and
which fund the City agrees and covenants to maintain separate and apart from other
moneys of the City. (subject to the Master Contract) so long as any Parity Obligations
remain unpaid, a sum equal to the amount of interest and principal becoming due and
payable under all Parity Obligations on such due date pius the net payments due on all
Parity Payment Agreements on such due date, except that no such deposit need be
made if the City then holds money in the Parity Obligation Payment Fund at least equal
to the amount of interest and principal becoming due and payable under all Parity
Obligations on the next succeeding date on which interest or principal becomes due and
payable under any Parity Obligation plus the net payments due on all Parity Payment
Agreements on such next succeeding due date. Moneys on deposit in the Parity
Obligation Payment Fund will be transferred by the City to make and satisfy the
payments due on the next applicable date on which-interest or principal becomes due
and payable under any Parity Obligation or any net payment becomes due and payable
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" by the City under any Parity Payment Agreement at least one Business Day prror to
such next applicable due date.

“(b) Parity Reserve Fund Deposits. - On or before the third Business Day
before each Payment Date, the City will; from the remaining money on deposit in the
Electric Revenue Fund after deposits and transfers pursuant to paragraph (1) above,
transfer to the Trustee for deposit in the Parity Reserve Fund that sum, if any, necessary
to restore the. Parity Reserve Fund- to an amount equal to the Reserve Fund
Requirement. The City will also, from such remaining moneys in the Electric Revenue
Fund, transfer or cause to be transferred to any applicable reserve fund or account for
any Parity .Obligations for which a separate reserve has been funded pursuant to the

" Master Contract, without preference or priority between transfers made pursuant to this
sentence and the preceding sentence, and in the event of any insufficiency of such
moneys ratably without' any discrimination or preférence, the sum or sums, if any, equal
to the amount required to be deposited therein pursuant to such Parity Obligations.

After making the foregoing deposits and transfers required to be made, the City may apply any
remaining money in the Electric Revenue Fund for any lawful purpose of the City, including for
the payment of any Subordinate Obligations in accordance with the instruments authorizing
such Subordinate Obligations; provided, however, that no moneys in the Electric Revenue Fund
will be applied to the payment of any Subordinate Obligations: in any Fiscal Year unless
amounts on deposit in the Electric Revenue Fund will -be suff cient- to make the transfers
thereinabove required to be made in such Fiscal Year : . -

. Investments. Any moneys held in the Electric Revenue Fund or the Parity Obligation
Payment Fund will be invested in. Permitted Investments which will, as-nearly as practicable,
mature on or before the dates when such moneys are -anticipated to be needed for
disbursement under the Master Contract. Any moneys held in the Rate Stabilization Fund will
be invested in Permitted Investments which will mature at such dates as the City will determine
but prior to the final date on which payments are due under any outstanding Parity Obligation.
All investment earnings from moneys or deposits in the Electric Revenue Fund, the Parity
Obligation Payment Fund and the Rate Stabilization Fund will be retained in such fund.

The City may commingle any of the funds or accounts (except for funds held in any
rebate fund, which will be held separately) established pursuant to the Master Contract into a
separate fund or funds for investment purposes. only; provided, however, that all funds or
accounts held- by’ the .City under the Master Contract will be “accounted for separately
notwithstaniding such commingling. For the.purpose of determining the amount in any such
fund or account, all Permitted Investments credited to such fund or account will, except as
otherwise provided in the Master Contract, bé valued at the |ower of cost or market value
(mcluswe of all interest accrued but not paid). :

Execution of Parltv Obligations and Other Obhqatlons

Conditions for the EXecution of Parity Obﬁgations. The City may at any time execute
any Parity Obligations the payments of which are payable from the Net Revenues on a parity
with the Payments due under all Supp!emental Contracts prowded however, there will be on

file with-the Trustee e|ther ;‘ P . . A
: - af . - .

(1 'A Certificate of the City- demonstrating that during any twelve (12)
consecutive calendar months out of the immediately preceding eighteen (18) calendar
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month period, the Adjusted Annual Net Revenues were at least equal to one hundred
ten percent (110%) of the Maximum Annual Debt Service for all existing Parity
Obligations plus the Parity Obligations proposed to be executed; or

(2) An Engineer's Report showing that projected Adjusted Annual Net
Revenues during the succeeding five (5) complete Fiscal Years beginning with the first
Fiscal Year following issuance of such Parity Obligations in which interest is not
capitalized in whole or in part from the proceeds of Parity Obligations, is at least equal to
one hundred ten percent (110%) of the Maximum Annual Debt Service for all existing
Parity Obligations plus the Parity Obligations proposed to be executed.

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

Procedure for the Execution of Parity Obligations. Before the execution of any Parity
Obligation, there will first be delivered to the City and the Trustee (which will serve as trustee in
respect to each and every Parity Obligation which is a Supplemental Contract) the following
documents or money or securities: :

(i) An executed counterpart of the Supplemental Contract or other Parity
Obligation;

(i) A Request of the City as to the delivery of such Parity Obligation;

(i) An Opinion of Counsel substantially to the effect that (a) the City has the
right and power under applicable law to execute and deliver the Parity Obligation, and
the Parity Obligation has been duly and lawfully executed and delivered by the City, is in
full force and effect and is a valid and binding special obligation of the City and
enforceable in accordance with its terms (except as enforcement may be limited by
bankruptcy, moratorium, insolvency, reorganization, fraudulent conveyance and other
similar laws relating to the enforcement of creditors’ rights), and (b} such Parity
Obligation has been duly and validly authorized and issued in accordance with the
Master Contract;

(iv) A Certificate of the City or an Engineer's Report as required pursuant to the
applicable provisions of the Master Contract, containing such statements as may be
reasonably necessary to show compliance with the requirements of the applicable
provisions of the Master Contract;

(v) either (a) if the Parity Obligation is a Supplemental Contract, an amount of
-money to be deposited in the Parity Reserve Fund so as to increase the amount on
deposit therein to the Reserve Fund Requirement, or (b) if the Parity Obligation is other
than a Supplemental Contract, a Certificate of the City certifying that a separate reserve
has been established for such Parity Obligation if required by the terms of such Parity
Obligation and that provision has been made to fund such reserve or that no reserve is
required by the terms of such Parity Obligation;

(vi) Such further documents, money and securities as are required by the

provisions of the Master Contract and the resolution, indenture, contract or other
.obligation providing for the issuance of such Parity Obligation; and
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(vii) - With respect to any Parity Obligation issued in connection with a Payment
Agreement, evidence that the incurrence of such Parity Obligation and Payment
Agreement will not in and of itself cause a downgrade of the rating issued by the Rating
Agencies then rating Parlty Obllgattons

: Other Obligations. The City may incur Subordinate Obl:gatlons without meetlng any of
the tests set forth in the Master Contract.

Covenants

Compliance with Contracts. The City will punctually pay the Payments in strict
conformity with the terms of the Master Contract, and will faithfully -observe and perform all the
agreements, conditions, covenants and terms contained in the Master Contract required to be
observed and performed by it, and will not terminate the Contracts or fail to make any Payment
required by a 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 Projects or the Electric System, commercial frustration of purpose, any change in the tax
or other laws of the United States of America or of the State or any political subdivision of either
or any failure of the Authority to ohserve or perform any agreement, condition, covenant or term
contained in the Contracts required to be observed and performed by it, whether express or
implied, or any duty, liability or obligation arising out of or connected with any Contract or the
insolvency, or deemed insolvency, or bankruptcy or liquidation of the Authority or any force
majeure, including acts of God, tempest, storm, earthquake, war, rebellion, riot, civil disorder,
acts of public enemies, blockade or embargo, strikes, industrial disputes, lockouts, lack of
transportatlon facmties fire, epr03|on or. acts or regu!atlons of governmental authorities.

Use of Proceeds The Authonty and the City agree that the. proceeds of the Contracts
will be used by the City, as agent for'the Authority, to pay the costs of financing or refinancing
the acquisition and construction of the Projects and to pay the incidental costs and expenses
related thereto as provided in the Master Contract and therem ~

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

- Sale or Other Disposition of Property. The City will not sell, transfer or otherwise

dispose of any of the works, plant, properties, facilities or other part of the Electric System or
any real or personal property comprising a part of the Electric System if such sale, transfer or
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disposition would cause the City to be unable to meet the requirements of the rate covenant of
the City pursuant to the Master Contract.

Prompt Acquisition and Construction of the Projects. The City wiil take all necessary
and appropriate steps to acquire and construct the Projects in a timely fashion, unforeseeable
delays beyond the reasonable control of the City only excepted, and in conformity with law.

Maintenance and Operafion of the Electric System; Budgets. The City will maintain and
preserve the Electric System in good repair and working order at all times and will operate the
Electric System in an efficient and economical manner and will pay all Maintenance and
Operation Costs as they become due and payable. The City will adopt and file with the
Authority, not later than October 1 of each year, a budget approved by the City Council setting
forth the estimated Maintenance and Operation Costs for the then current Fiscal Year and will
take such action as may be necessary to include all Payments required to be made under the
Master Contract in its annual budget; provided, that any such budget may be amended at any
time during any Fiscal Year and such amended budget will be filed by the City with the
Authority.

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

lnsurance The City will procure and maintain such insurance relating to the Electnc
System which it will deem advisable or necessary to protect its interests and the interests of the
Authority, which insurance will afford protection in such amounts and against such risks as are
usually covered in connection with public electric utility systems similar to the Electric System;
provided, that any such insurance may be maintained under a self-insurance program so long
as such self-insurance is maintained in the amounts and manner as is, in the opinion of an
accredited actuary, actuarially sound. All policies of insurance required to be maintained in the
Master Contract will provide that the Authority will be given thirty (30) days’ written notice, of any
intended cancellatlon thereof or reduction of coverage provided thereby. .

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

The City will prepare and file with the Authority annually within one hundred eighty (180)
days after the close of each Fiscal Year (commencmg with the Fiscal Year ending June 30,
2005). . '

(1) financial statements of the City for such Flscal Year prepared. in
accordance with Generally Accepted Accounting Principles, together. with an
Accountant's Report thereon and a special report prepared by the Independent Certified
Public Accountant who examined such financial statements stating that nothing came to
its attention in connection with such examination that caused it to believe that the City
was not in compliance W|th any of the agreements or covenants contained in the Master
Contract; and :

-
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(2) a detailed report as to all ‘insurance policies maintained and self-
insurance programs maintained by the City with respect to the Electric System 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.

Protection of Security and Rights of the Authority: The City will preserve and protect the
security of the Payments under the Contracts and the rights of the Authority to the Payments
under the Contracts and will warrant and defend such rights agalnst all claims and demands of
all persons.

Payment of Taxes and Compliance with Governmental Regulations. The City will pay
and discharge all taxes, assessments and other governmental charges which may hereafter be
lawfully imposed upon the Electric System or any part thereof 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 Electric System 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 and contesting such validity or
appllcatlon will not materially i rmpalr operation of the Electnc System.

Amount of Rates, Fees and Charges. The City will at all times fix, prescribe and collect
rates and charges for the services, facilities and electricity of the Electric System during each
Fiscal Year which are reasonably fair and nondiscriminatory and which will be at least sufficient
to yield Adjusted Annual Net Revenues for such Fiscal Year equal to at least one hundred ten
percent {110%) of Adjusted Annual Debt Service for such Fiscal Year. The City may make
adjustments from time to time in such fees and charges and may make such classification
thereof as it deems necessary, but will not reduce the rates and charges then in effect unless
the Adjusted Annual Net Revenues from such reduced -rates and charges will at all times be
suffi C|ent to meet the requnements of the Master Contract.

Collection of Rates, Fees and Charges. The City will have in effect at all times rules and
regulations requiring each consumer or customer located on any premises connected with the
Electric System to pay the rates, fees and charges applicable to the Electric Service to such
premises and providing for the billing thereof and for a due date and a delinquency date for
each bill. The City will not permit any part of the Electric System or any facility thereof to be
used or taken advantage of.free of charge by any corporation, firm or person, or by any public
agency (including the United States of America, the State and any-city, county, district, political
subdivision, public corporation or agency of any thereof). Nothing therein will prevent the City,
in its sole and exclusive discretion, from permitting other parties from selling electricity to retail
customers within the service area of the Electric System; provided, however, that permitting
such sales will not reheve the Clty of its obligations under the Master Contract

. h :

Emtnent Domain and Insurance Proceeds. If all or any part of the Electric System will be
taken by:eminent domain proceedings, or if the City receives any insurance proceeds resulting
from a’'casualty loss to the Electric System, the ‘Net Proceeds thereof, at the option of the City,
will be applied either to the proportional prepayment of Outstanding Parity Obligations or will be
used to substitute other Components for the - condemned or destroyed components of the
Electnc System P : . P -

Fun‘her Assurances. The City will adopt, deliver, execute and make any and ali further
assurances, instruments and resolutions as may be reasonably necessary or proper to carry out
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the intention or to facilitate the performance of the Contracts and for the better assuring and
confirming unto the Authority of the rights and benefits provided to it in the Contracts

Events of Default and Remedies

-Events of Default and Acceierat:on of Principal. |If one or more of the foIIowmg Events of
Default will happen, that is to say —

(1) if default will be made in the due and punctual payment of any payment
on any Parity Obligation 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
agreements or covenants contained in the Master Contract or in any Parity Obligation
required to be performed by it, and such default will have continued for a period of sixty
(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; -
then and in each and every such case during the continuance of such Event of Default
specified in clause (1) above, the Authority will, and for any other such Event of Default the
Authority may, by notice in writing to the City, declare the entire principal amount of the unpaid
Payments and the accrued interest thereon to be due and payable immediately, and upon any
such declaration the same will become immediately due and payable, anything contained in the
Master Contract to the contrary notwithstanding, subject to the condition, however, that if at any
time after the entire principal amount of the unpaid Payments and the accrued interest therecn
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 City will deposit with the Authority a
sum sufficient to pay the unpaid principal amount of the Payments or the unpaid principal
amount of any payments under any Parity Obligation referred to in clause (i) above due and
payable prior to such declaration and the accrued interest thereon, with interest on such
overdue installments at the rate or rates applicable to such unpaid principal amounts of the
Payments if paid in accordance with their terms, and the reasonable expenses of the Authorlty
and any and ali other defaults known to the Authorlty (other than in the payment of the entire
principal amount of the unpaid Payments and the -accrued interest thereon due and payable
solely by reason of such declaration) will have been made good or cured to the satisfaction of
the Authorlty or provrsuon deemied by the Authority to be adequate will have been made therefor,
then and in every such case the Authority, by written notice to the City, may rescind and annul
such declaration and its consequences; but no such rescission and annulment will extend to or
will affect any subsequent default or will |mpa|r or exhaust any rlght or power consequent
thereon
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Application of Net Revenues upon Acceleration. All Net Revenues upon the date of the
declaration of acceleration by the Authority as provided in the Master Contract and all Net
Revenues thereafter received will be applied in the following order:

First, to the payment of the costs and expenses of the Authority, if any, in carrying out
the provisions of the Master Contract regarding events of default, including reasonable
compensation to its agents, accountants and counsel and including any indemnification
expenses;

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

Third, to the payment of the unpaid principal amount of the Parity Obligations which has
become due and payable, whether on the original due date or upon acceleration, with interest
on the overdue principal and interest amounts of the unpaid Parity Obligations at the rate or
rates of interest then applicable to such Parity Obligations.if paid in accordance with their terms,
and, if the amount available will not be sufficient to pay in full all the amounts due with respect to
the Parity Obligations on any date, together with such interest, then to the payment thereof
ratably, according to the principal amount due on such date, without any discrimination or
preference. '

Net Revenues may also be applied to make  payments required under any Parity
Payment Agreement on a parity with the payments under paragraphs Second and Third above,
to the extent and in the manner provided by the terms of such Parity Obligation relating to such
Parity Payment Agreement.

Other Remedies. The Authority will have the right (a} by mandamus or other action or
proceeding or suit at law or in equity to enforce its rights against the City or any director, officer
or employee thereof, and to compel the City or any such director, officer or employee to perform
and carry out its or his duties under the law and the agreements and covenants required to be
performed by it or him contained in the Contracts; (b) by suit in equity to enjoin any acts or
things which are unlawful or violate the rights of the Authority; or (c) by suit in equity upon the
happening of an Event of Default to require the: City and its directors, officers and employees to
account as the trustee of an express trust.

Non-Waiver. Nothing in the Master Contract will affect or impair the obligation of the
City, which is absolute and unconditional, to pay the Payments from the Net Revenues to the
Authority at the respective due dates or upon acceleration or prepayment, or will affect or impair
the right of the Authority, which is also absolute and unconditional, to institute suit to enforce
such payment by virtue of the contract embodied in.the Contracts.

~ A waiver of any default or breach of duty or contract by the Authority will not affect any
subsequent default or breach of duty or contract or impair any rights or remedies on any such
subsequent default or breach of duty or contract. No delay or omission by the Authority to
exercise any right or remedy accruing upon any default or breach of duty or contract will impair
any such right or remedy or will be construed to be a waiver of any such default or breach of
duty or contract or an acquiescence therein, and every right or remedy conferred upon the
Authority by law or by the Master Contract may be enforced and exercised from time to time and
as often as will be deemed expedient by the Authority.
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f any action, proceeding or suit to enforce any right or exercise any-remedy is
abandoned or determined adversely to the Authority, the City and the Authority will be restored
to their former positions, rights and remedies as if such action, proceeding or suit had not been
brought or taken.

Remedies Not Exclusive. No remedy in the Master Contract conferred upon or reserved
to the Authority is intended to be exclusive of any other remedy, and each such remedy will be
cumulative and will be in addition to every other remedy given under the Master Contract or now
or hereafter existing in law or in equity or by statute or otherwise and may be exermsed without
exhausting and without regard to any other remedy conferred by law. .

Discharge of Obligations

If the City will pay or cause to be paid all the Payments at the times and in the manner
provided in the Master Contract, the right, title and interest of the Authority in the Master
Contract and the obligations of the City under the Master Contract and under all Supplemental
Contracts will cease, terminate, become void and be completely discharged and satisfied.

Any unpaid principal installment of any of the Payments will on its payment date or date
of prepayment be deemed to have been paid within the meaning of and with the effect
expressed in the foregoing paragraph if the City makes payment of such Payment and the
prepayment premium, if applicable, in the manner provided therein.

All or any portion of unpaid principal installments of the Payments will, prior to their
payment dates or dates of prepayment, be deemed to have been paid within the meaning of
and with the effect expressed above if (i) there will have been deposited with the Trustee either
money in an amount which will be sufficient, or Federal Securities which are not subject to
redemption except by the holder thereof prior to maturity (including any such securities issued
or held in book-entry form) or municipal obligations which have been defeased under
irrevocable escrow instructions with Federal Securities and which are rated in the highest rating
category by the Rating Agencies, the interest on and principal of which when paid will provide
money which, together with money, if any, deposited with the Trustee, will be sufficient (as
evidenced by a report of an Independent Certified Public Accountant regarding such sufficiency)
to pay when due the principal installments of such Payments or such portions thereof on their
payment dates or their dates of prepayment, as the case may be, the interest installments of
such Payments due on and prior to such payment dates or dates of prepayment, and the
prepayment premiums, if any, applicable thereto, and (ii) an Opinion of Counsel is filed with the
Trustee to the effect that the action taken as described in this subsection will not cause the
interest installments of such Payments so paid to be includable in gross income under the Code
for federal income tax purposes.

After the payment of all Payments and prepayment premiums, if any, as provided in this
section, and payment in full of all fees and expenses of the Authority, the Authority, upon
request of the City, 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 the Authority, and will execute and deliver to
the City all such instruments as may be necessary or desirable to evidence such total discharge
and satisfaction of the Contracts, and the Authority will pay over and deliver to the City, as an
overpayment of Payments, all such money or investments held by it pursuant to the Master
Contract other than such money and such investments as are required for the payment or
prepayment of the Payments and interest installments of such Payments and the prepayment
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premiums, if any, applicable thereto, which money and investments will continue to be held in
trust for the payment thereof. , o

Miscellangous

Liability of City Limited to Nelt Revenues. Notwithstanding anything contained in the
Master Contract, the City will not be required to advance any moneys derived from any source
of income other than the Net Revenues for the payment of the Payments or for the performance
of any agreements or covenants required to be performed by it contained in the Master
Contract. The City may, however, advance moneys for any such purpose so long as such
moneys are derived from a source legally available for such purpose and may be legally used
by the City for such purpose.

The obligation of the City to make the Payments is a special obligation of the City
payable solely from the Net Revenues as provided in the Master Contract. The general fund of
the City is not liable, and neither the credit nor taxing power of the City is pledged, for the
payment of the Payments.

THE TRUST AGREEMENT

The Trust Agreement sels forth the terms of the 2008 Certificates, the nature and extent
of the security therefor, various rights of the Owners, rights and duties and immunities of the
Trustee and rights and obligations of the Authority. Certain provisions of the Trust Agreement
are summarized below. THIS SUMMARY DOES NOT PURPORT TO BE COMPLETE OR
DEFINITIVE AND 1S QUALIFIED IN ITS ENTIRETY BY REFERENCE TO THE FULL TERMS
OF THE TRUST AGREEMENT.

Equal Securit

In consideration of the acceptance of the 2008 Certificates by the Owners thereof, the
Trust Agreement will be deemed to be and will constitute a contract between the Authority and
the Owners from time to time of all 2008 Certificates authorized, executed, and delivered under
the Trust Agreement and then Outstanding to secure the full and final payment of the interest,
principal, and prepayment premiums, if any, evidenced and represenied by the 2008
Certificates which may from time to time be authorized, executed, issued and delivered under
the Trust Agreement, subject to the agreements, conditions, covenants and provisions
contained in the Trust Agreement; and all agreements and covenants set forth in the Trust
Agreement to be performed by or on behalf of the Trustee will be for the equal and
proportionate benefit, protection and security of all Owners without distinction, preference or
priority as to security or otherwise of any 2008 Certificates over any other 2008 Certificates by
reason of the number or date thereof or the time of authorization, execution, or delivery thereof
or for any cause whatsoever, except as expressly provided in the Trust Agreement or therein.

2008 Debt Service Fund.

v

Establishment and Maintenance of Accounts. Notwithstanding the provisions described
immediately below, so long as the Trustee draws on the Credit Facility for payments of principal
and interest with respect to the 2008 Certificates, such principal and interest will be paid from
the 2008 Credit.Facility Account and amounts in the 2008 Debt Service Fund will first be used to
reimburse the Bank for draws on the Credit Facility used to pay such principal and interest. In
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the évent the Bank fails to aflow a‘draw under the Credit Fagcility for any reason;‘the moneys in
the 2008 Debt Serwce Fund will be used for direct payment of the 2008 Certlf cates as prowded
below C .
L . C "-" R [
© Subject to certain provisions of the Trust Agreement all money in the 2008 Debt Service
Fund will be set aside by .the Trustee in the following respectlve special accounts W|th|n the
2008 Debt Serwce Fund in the foIIowmg order of pnonty

CXRN 4 it

(i)‘ ' 2008 Interest Account and

(i) - 2008 Prlnc1pal Payment Account (wnth a 2008 Pnnmpai Subaccount and a 2008
' Slnklng Fund Subaccount thereln)
All money in each of such accounts and subaccounts W|II be held in trust by the Trustee
for the benefit of the Bank and the Owners and will be applied, used and withdrawn only for the
purposes authorized in the Trust Agreement.

2008 Interest Account. On the Business Day |mmed|ately preceding each interest
Payment Date, the Trustee will set aside from the-2008 Debt Service Fund and deposit in the
2008 Interest Account that amount of money which is equal to the amount of interest evidenced
and represented by the 2008 Certificates becoming due and payable on such Interest Payment
Date. No deposit need be made in the 2008 Interest Account'if the amount contained therein is
at least equal to the aggregate amount of interest evidenced and represented by the 2008
Certificates becoming due and payable on such interest Payment Date. All money in the 2008
Interest Account will be used and withdrawn by the Trustee solely for the purpose of paying the
interest as it will become due and payable (including accrued interest evidenced and
represented by any 2008 Certificates purchased or prepald pr|or to their respective Pnnmpal
Payment Date). :

2008 Pn'nCipal Payment Account. On the Business Day immediately preceding each
February 1, commencing with February 1, 2009, the Trustee will set aside from the 2008 Debt
Service Fund and deposit in the 2008 Principal Subaccount in the 2008 Principal Payment
Account an amount of money equal to the principal amount evidenced and represented by the
QOutstanding Serial 2008 Certificates with a Principal Payment Date of such February 1 and in
the 2008 Sinking Fund Subaccount in the 2008 Principal Payment Account the amount of all
Sinking Fund Installments required to bé made on such February 1.

No deposit need be made in the 2008 Principal Payment Account if the amount
contained in the 2008 Principal Subaccount is at least equal to the aggregate amount of the
principal evidenced and represented by the Qutstanding serial 2008 Certificates with a Principal
Payment Date of such February 1 and the amount contained in the 2008 Sinking Fund
Subaccount is at least equal to the aggregate amount of all Sinking Fund Installments required
to be made on such February 1.

All money'in the 2008 Principal Subaccount in the 2008 Principal Payment Account will
be used and withdrawn by the Trustee solely for the purpose of paying the principal evidenced
and represented by the serial 2008 Certificates as they will become due and payable, whether
at their respective Principal Payment Dates or on prior prepayment, and all money in the 2008
Sinking Fund Subaccount in the 2008 Principal Payment Account will be used and withdrawn by
the Trustee only to purchase or to prepay or to pay term 2008 Certificates, and with respect to
the 2008 Sinking Fund Subaccount, on each Sinking Fund Installment date, the Trustee will
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apply.the Sinking Fund Instaliment-required on that date to-the prepayment (or the payment at
Principal Payment. Date, as the case may be) of the term 2008 Certificates upon the notice and
in the manner provided in the Trust Agreement; provided, that at any time prior to giving such
notice of such prepayment, the Trustee may, upon the Request of the Authority and receipt of
moneys sufficient therefor, purchase for cancellation of term 2008 Certificates at public or
private sale as and-when and at such prices (including brokerage and other charges, but
excluding accrued interest, which is payable from the 2008 Interest Account) as may be directed
in a Request of the Authority, except that the purchase price (excluding accrued interest) will not
exceed the prepayment price that would be payable for such term 2008 Certificates upon
prepayment by application of such Sinking Fund Instaliment, and if during the twelve-month
period immediately preceding any Sinking Fund Instaliment date the .-Trustee has so purchased
term 2008 Certificates, such 2008 Certificates so purchased will be applied to the extent of the
full principal amount evidenced and represented thereby to reduce the Sinking Fund Instaliment.

Other Funds and Accounts

Cost of Issuance Fund. There is created under the Trust Agreement a fund to be known
as the “Roseville Finance Authority Refunding Revenue Certificates, 2008 Cost of Issuance
Fund” (the “Cost of Issuance Fund"), which will be held in trust by the Trustee. The moneys in
the Cost of Issuance Fund will be used solely for the purpose of the payment of Costs of
Issuance upon receipt by the Trustee of Requests of the Authority therefor, on or after the
Closing Date. Any funds remaining in the Cost of Issuance Fund on September 1, 2008, will be
transferred by the Trustee (a) first to the 2008 Parity Reserve Account to the extent the amount
on deposit therein is less than the Reserve Fund Requirement, and (b) second, to the 2008
Debt Service Fund. :

. 2008 Parity Reserve Account. The Trustee will establish a 2008 Parity Reserve Account,
which is to be initially funded in an aggregate amount equal to the Reserve Fund Requirement
for such 2008 Certificates. An amount equal to the Reserve Fund Requirement in the form of
either: (i) cash or Permitted Investments; or (ii) a reserve fund credit instrument meeting the
requirements set forth in the definition of Reserve Fund Requirement for the account of the
2008 Parity Reserve Account, will be maintained in the 2008 Parity Reserve Account at all
times. Any deficiency in the 2008 Parity Reserve Account will be replenished from Net
Revenues to the extent available hereunder.

Moneys on deposit in the 2008 Parity Reserve Account will be transferred by the Trustee
to the 2008 Debt Service Fund to pay principal and interest evidenced and represented by the
2008 Certificates on any Interest Payment Date in the event amounts on deposit therein are
insufficient for such purposes. The Trustee will also, from such amounts on deposit in the 2008
Parity Reserve Account, transfer or cause to be transferred to the debt service fund established
under the 1997 Trust Agreement and any applicable debt service fund established under a trust
agreement under which any obligations are issued in -connection with a supplement to the
Master Contract, without preference or priotity 'between transfers made pursuant to this
sentence and the preceding sentence, and in the event of any insufficiency of such moneys
ratably without discrimination or. preference, that sum or sums, if any, .equal to the amount
required to be deposited therein.

Remarketing Account. Upon receipt of the proceeds of a remarketing of 2008A
Certificates or 2008B Certificates on a Purchase Date, the Tender Agent will deposit such
proceeds in the Remarketing Account of the Certificate Payment Fund for -application to the
Purchase Price of such 2008A-Certificates or 2008B Certificates in accordance with the Trust
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Agreement and, if the Tender Agent is not a paying agent with respect to- such 2008
Certificates, will transmit such proceeds to the Trustee for such application. Notwithstanding the
foregoing, upon receipt of the proceeds of a remarketing of Bank Certrﬂcates the Tender Agent
will rmmedrately pay such proceeds to the Bank. . :

“Credit Facility Account. The Trustee will create within the Certificate Payment Fund a
separate account called the “2008 Credit Facility Account,” into'which all moneys drawn under
the Credit Facility will be deposited and disbursed. The Authority will not have any right title or
interest in the 2008 Credit Facility Account. The 2008 Credit Facility Account will be established
and maintained by the Trustee and held uninvested and in trust apart from all other moneys and
securities held under the Trust Agreement or otherwise, and over which the Trustee will have
the exclusive and socle right of withdrawal for the exclusive benefit of the Owners of the 2008
Certificates wath respect to which such drawmg was made.

Deposit and Investments of Money in Accounts and Funds. Subject to certain provisions
of the Trust Agreement, all money held by the Trustee in any of the accounts or funds
established pursuant hereto will be invested in Permitted Investments at the Request of the
Authority filed with the Trustee which such Permitted Investments will, as nearly as practicable,
mature on or before the dates on which such money is anticipated to be needed for
disbursement hereunder, and the Trustee will have no liability or responsibility for any loss
resulting from any investment made in accordance herewith; provided. that if no such Written
Request is received by the Trustee, the Trustee will invest such money in those Permitted
Investments described in clause (7) of the definition thereof. Subject to certain provisions of the
Trust Agreement, all interest or profits received on any money so invested will be deposited in
the 2008 Debt Service Fund. Investments purchased with funds on deposit in the Parity
Reserve Fund will have an average aggregate werghted term to maturity not greater than five
years

- For Investment purposes only, the Trustee may commingle the funds and accounts
established under the Trust Agreement but will account for each separately.

The Credit Facility

The Trustee will hold and maintain the Credit Facility for the benefit of the Owners until
the Credit Facility expires in accordance with its terms or is replaced by an Alternate Credlt
Facrhty -

The Trustee will enforce all terms, covenants and' conditions of the Credit Facility;
including drawing on the Credit Facility as required to provide for all payments of principal of
and interest with respect to, Prepayment Price and Purchase Price of 2008 Certificates (other
than Bank Certificates), amounts due on acceleration upon an Event of Default, and all other
provisions thereof relating to the payment of draws on, and reinstatement of amounts that may
be drawn under, the Credit Facility, and will not consent to, agree to or permit any amendment
or modification of the Credit Facility which would materially adversely affect the rights or security
of the Owners of the 2008 Certificates.

If at any time during the term of the Credit Facility any successor Trustee is appointed
and qualified under the Trust Agreement, the resigning or removed Trustee will request that the
Bank transfer the Credit Facility to the successor Trustee. [f the resigning or removed Trustee
fails to make this request, the successor Trustee will do so before accepting appointment.
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When the Credit Facility expires in accordance with its terms or is replaced by an
Alternate Credit Facmty the Trustee will |mmedlately surrender the Credit Facility to the Bank.

(u) The Trustee wm draw moneys under the Credlt Facility in accordance with the
terms thereof in an amount necessary to make full and timely payments of (i) principal of and
interest with respect to and Prepayment Price of the 2008 Certificates (other than Bank
Certificates) during the Weekly Rate Period, Daily Rate Period or Commercial Paper Rate
Period when due at maturity, prepayment or acceleration and (ii) Purchase Price required to be
made pursuant to the Trust Agreement.

(iii) If at any time there will have been delivered to the Trustee an Alternate Credit
Facility meeting the requirements of the Trust Agreement, then the Trustee will accept such
Alternate Credit Facility, draw on the existing Credit Facility to the extent required pursuant to
the provisions thereof and of the Trust Agreement for payment of the Purchase Price, and after
such draw has been hohored, surrender the existing Credit Facility to the Bank, in accordance
with the terms of such Credit Facility, for cancellation. The existing Credit Facility will be
returned to the Bank only after the Bank has honored any draws required to pay the Purchase
Price in accordance with the terms of the Trust Agreement.

If at any time there cease to be any 2008 Certificates Outstanding under the Trust
Agreement, the Trustee will promptly surrender the Credit Facility to the Bank, in accordance
with the terms of the Credit Facility, for cancellation. The Trustee will comply with the
procedures set forth in the Credit Facility relating to the termination thereof.

Assignment to Trustee; Enforcement of Obligations

The Authority transfers, assigns and sets over to the Trustee all of the 2008 Payments
and any and all rights and privileges it has under the Master Contract, including, without
limitation, the right to collect and receive directly all of the 2008 Payments and the right to
enforce the provisions of the Master Contract; and any 2008 Payments collected or received by
the Authority will be deemed to be held, and to have been collected or received, by the Authority
as the agent of the Trustee, and will forthwith be paid by the Authority to the Trustee. The
Trustee also will, subject to the provisions of the Trust Agreement, take all steps, actions and
proceedings required to be taken as provided in any Opinion of Counsel delivered to it,
reasonably necessary to maintain in force for the benefit of the Owners of the 2008 Certificates
the Trustee's rights in and priority to the following security granted to it for the payment of the
2008 Certificates: the Trustee's rights as assignee of the 2008 Payments under the Master
Contract and as beneficiary of any other rights to security for the 2008 Certificates which the
Trustee may receive in the future.

The Trustee may, in performing the obligations set out above, rely and will be protected
in acting or refraining from acting upon an Opinion of Counsel furnished by the City.

Covenants

Compliance with Trust Agreement. The Trustee will not execute or deliver any 2008
Certificates in.any manner other than in accordance with the provisions of the Trust Agreement;
and the Authority will not suffer or permit any default by it to occur under the Trust Agreement,
but will faithfully comply with, keep, observe and perform all the agreements and covenants-to
be observed or performed by it contained in the Trust Agreement and in the 2008 Certificates.
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" Observance of Laws and Regulations. The Authority and the Trustee will faithfully
comply with, keep, observe and perform all valid and lawful obligations or regulations now or
hereafter imposed on them by contract, or prescribed by any law of the United States of
America or of the State of California, or by any officer, board or commission having jurisdiction
or control, as a condition of the continued enjoyment of each and every franchise, right or.
privilege now owned or hereafter acquired by them, including their right to exist and carry on
their respective businesses, to the end that such franchises, rights and privileges will be
maintained and preserved and will not become abandoned, forfeited or in any manner impaired.

Tax Covenants. The Authority covenants with the Owners of the 2008 Certificates that,
notwithstanding any other provisions of the Trust Agreement, it will not take any action, or fail to
take any action, if any such action or failure to take action would adversely affect the exclusion
from gross income of interest evidenced and represented by the 2008 Certificates under Section
103 of the Code. The Authority will not, directly or indirectly, use or permit the use of proceeds
of the 2008 Certificates or any of the property financed or refinanced with proceeds of the 2008
Certificates, or any portion thereof, by any person other than a governmental unit (as such term
is used in Section 141 of the Code), in such manner or to such extent as would result in the loss
of exclusion from gross income for federal income tax " purposes of mterest ewdenced and
represented by the 2008 Certificates.

The Authority will not take any action, or fail to take any action, if any such action or
failure to take action would cause the 2008 Certificates to be "private activity bonds" within the
meaning-of Section 141 of the Code, and in furtherance thereof, will not make any use of the
proceeds of the 2008.Certificates or any of the property financed or refinanced with proceeds of
the 2008 Certificates, or any portion thereof, or any other funds of the Authority, that would
cause the 2008 Certificates to be "private activity bonds" within the meaning of Section 141 of
the Code. To that end, so long as any 2008 Certificates are Outstanding, the Authority, with
respéct to” such- proceeds and property and such other funds, will comply with applicable
requirements of the Code and all regulations of the: United States Department of the Treasury
issued thereunder, to the extent such requirements are, at the time, applicable and in effect.
The Authority will establish reasonable procedures necessary to ensure continued compliance
with Section 141 of the Code and the continued quallf" catlon of the 2008 Certificates as
governmental bonds "

The Authority will not, directly or indirectly, use or permit the use of any proceeds of any
2008- Certificates, or of any property financed or refinanced thereby, or other funds of the
Authority, .or take or omit to take any’ action, that would cause the 2008 Certificates to be
“arbitrage bonds” within the meaning of Section 148 of the Code. To that end, the Authority will
comply with all requirements of Section 148 of the Code and all regulations of the United States
Department of the Treasury issued thereunder to the extent such requirements are, at the-time,
in effect and appllcable to the 2008 Certificates.

[

-The Authonty will not make any use of the proceeds of the 2008 Certificates or any other
funds of the Authority, or take or omit to take any other action, that would cause the 2008
Certificates to be "federally guaranteed” within the meaning of Section 149(b) of the Code.

In furtherance of the foregoing tax covenants, the Authority' covenants that it will comply
with the provisions of the Tax Certificate, which is incorporated in the Trust Agreement as if fully
set forth in the Trust Agreement. These covenants will survive payment in full or defeasance of
the 2008 Certificates. -
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Accounting Records and Reports. The Trustee will keep or cause to be kept proper
books of record and accounts in which complete and correct entries will be made of all
transactions made by the Trustee relating to the receipts, disbursements, allocation and
application of the 2008 Payment and the proceeds of the 2008 Certificates, and such books will
be available for inspection by the Authority, at reasonable hours and under reasonable
conditions. Not more than 180 days after the close of each Fiscal Year, the Trustee will furnish
or cause to be furnished to the Authority a complete financial statement covering receipts,
disbursements, allocation and application of 2008 Payments received by the Trustee for such
Fiscal Year. The Authority will keep or cause to be kept such information as required under the
Tax Certificate.

Prosecution and Defense of Suits. The Authority will defend against every suit, action or
proceeding at any time brought against the Trustee upon any claim to the extent arising out of
the receipt, application or disbursement of any of the 2008 Payments and the proceeds of the
2008 Certificates or to the extent involving the failure of the Authority to fulfill its obligations
under the Trust Agreement; provided, that the Trustee or any affected Owner at its election may
appear in and defend any such suit, action or proceeding. The Authority will indemnify and hold
harmless the Trustee against any and ali liability claimed or asserted by any person to the
extent arising out of such failure by the Authority, and will indemnify and hold harmless the
Trustee against any attorney’s fees or other expenses which it may incur in connection with any
litigation to which it may become a party by reason of its actions under the Trust Agreement,
except for any loss, cost, damage or expense resulting from the active or passive negligence,
willful misconduct or breach of duty by the Trustee. Notwithstanding any contrary provision of
the Trust Agreement, this covenant will remain in_full force and effect even though all 2008
Certificates secured may have been fully paid and satisfied.

Amendments to Master Contract. Except for any Supplemental Contract delivered in
accordance with the terms of the Master Contract, the Authority will not supplement, amend,
modify or terminate any of the terms of the Master Contract, or consent to any such supplement,
amendment, modification or termination, without the prior written consent of the Trustee, which
such consent will be given only if (a) such supplement, amendment, modification or termination
will not materially adversely affect the interests of the Owners or result in any material
impairment of the security given for the payment of the 2008 Certificates, or (b) the Trustee first
obtains the written consent of the Owners of a majority in aggregate principal amount evidenced
and represented by the Certificates then -Outstanding to such supplement, amendment,
modification or termination; provided, however, that no such supplement, amendment,
rmodification or termination will reduce the amount of 2008 Payments to be made to the
Authority .or the Trustee by the City pursuant to the Master Contract, or extend the time for
making such 2008 Payments in any manner that would require the amendment of the Trust
Agreement in any manner not in compliance with the Trust Agreement. :

Recording and Filing. The Trustee upon receipt of a Written Request of the Authority
will, at the expense of the Authority, file, record, register, renew, refile and rerecord all such
documents, including financing statements (or continuation statements in connection therewith),
all in such manner, at such times and in such places as may be required and to the extent
permitted by law in order to fully perfect, preserve and protect the security of the Owners and
the rights and interests of the Trustee; provided, however, that the Trustee will not be required
to execute a special or general consent to service of process, or-to qualify as a foreign
corporation in connection with any such filing, .recording, registration, refiling or rerecording in
any jurisdiction in which it is not now so subject.
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Further Assurances. Whenever and so often as reasonably requested to do so by the
Trustee or any Owner, the Authority will promptly execute and deliver or cause to be executed
and delivered all such other and further assurances, documents or instruments, and promptly do
or cause to be done all such other and further things as may be necessary or reasonably
required in order to further and more fully vest in the Trustee and the Owners all rights,
interests, powers, benefits, privileges and advantages conferred or intended to be conferred
upon them by the Trust Agreement.

Modification and Amendment of Trust Agreement

Amendment by Consent of Owners. The Trust Agreement and the rights and obligations
of the Authority and of the Owners of the 2008 Certificates may be modified or amended at any
time by a Supplemental Trust Agreement which will become binding when the written consent of
the Bank (so long as the Credit Facility is outstanding and the Bank is not wrongfully
dishonoring any-properly presented and conforming drawings thereunder or any amounts for
reimbursement of draws under the Credit Facility remain owing to the Bank) and the Owners of
a majority in aggregate principal amount of the 2008 Certificates then Outstanding {except the
consent of the Holders will not be necessary so long as the Credit Facility is outstanding and the
Bank is not wrongfully dishonoring any drawings thereunder), exclusive of 2008 Certificates
disqualified as provided in the Trust Agreement, are filed with the Trustee. No such modification
or amendment will (a) extend the maturity of or reduce the interest rate on any 2008 Certificate
or otherwise alter or impair the obligation of the Authority to pay the principal, interest or
prepayment premiums at the time and place and at the rate and in the currency provided therein
of any 2008 Certificate without the express written consent of the Bank and the Owner of such
2008 Certificate, (b) reduce the percentage of 2008 Certificates required for the written consent
to any such amendment or modification, or (c) without its writtén consent thereto, modify any of
the rights or obligations of the Trustee. - .- o

Amendment Without Consent of 2008 Owners. The Trust Agreement and the rights and
obligations of the Authority and of the Owners of the 2008 Certificates may also be modified or
amended at any time by a Supplemental Trust Agreement which will become binding upon
execution and delivery, without consent of any Owners, but only to the extent permltted by law
and only for any one or more of the followmg purposes-

(a) to add to the covenants and agreements of the Authority in the Trust Agreement
contained, other covenants and agreements thereafter to be observed, or to limit or surrender
any rights or power in the Trust Agreement reserved to or conferred upon the Authority; or

(b) to make such provisions for:the purpose of curing -any ambiguity, or of curing,
correcting or supplementing any defective provision contained in the Trust Agreement, or in any
other respect whatsoever as the- Authority may deem necessary or desirable; provided under
any circumstances that such modifications or amendments will not adversely affect the interests
of the Owners of the 2008 Certificates or the Swap Counterparty;

(c) to make such additions, deletions or modifications as may be necessary or
desirable to assure exemptlon from federal income taxation of interest with respect to the 2008
Cemf cates - '

R . k]

(d) to modify, alter, amend or supplement the Trust Agreement in any other respect
including amendments which would otherwise be described under’ “Amendment by Consent of
Owners” above, if such amendments will take effect:
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{1 on a mandatory tender date in connection with the purchase of tendered
2008 Certificates;

‘ (2) on a Conversion Date; or

(3) during a Weekly Rate if.notice of the proposed amended or supplemental
indenture is given to 2008 Certificate Owners (in'the same manner as notices of prepayment
are given) at least 30 days before the effective date of such amendment, modification, alteration
or supplement and, on or before such effective date, the 2008 Certificate Owners have the right
to demand purchase of the 2008 Certificates pursuant to the Trust Agreement.

Supplements to Trust Agreement. Additionally, the Trust Agreement may, without the
consent of, or notice to, any of the Owners, be supplemented and amended, in such manner as
will not be inconsistent with the terms and provisions of the Trust Agreement, for any one or
more of the following purposes:

(i) to add to the agreements, conditions, covenants and terms required by the
Authority to be observed or performed in the Trust Agreement other agreements, conditions,
covenants and terms thereafter to be observed or-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, and which in either case will not-materially adversely affect the interests of the
Owners; or

(il . 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 hereunder which the Authority may deem desirable or necessary and not
inconsistent herewith, and which will not materially adversely affect the interests of the Owners;
or

(i) for any other reason, provided such . amendment or supplement does not
materially adversely affect the interests of the Owners, provided, further that the Authority and
the Trustee may rely in entering into any such amendment or supplement upon an Opinion of
Special Counsel stating that the requirements described in this subsection (iii) have been met
with respect to such amendment or supplement; or

(iv) to provide for the issuance of one or more additional series of Certificates; or

(v) to implement a conversion of the Interest Rate Mode; or

(vi) to provide for a Credit Facility o'r-clarify certain terms of é Credit Facility.

Remarketing Agent.

Morgan Stanley & Co. Incorporated is thereby appointed the initial Remarketing Agent
for the 2008 Certificates. Upon Conversion of any of the 2008 Certificates to the Daily Rate,
Weekly Rate, Long-Term Rate or Commercial Paper Rate at a time when no Remarketing
Agent is serving as Remarketing Agent for the 2008 Certificates, the Authority will appoint a
Remarketing Agent for such 2008 Certificates. The Remarketing Agent will be authorized by
law to perform all the duties imposed upon it thereby. The Remarketing Agent or any successor
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will signify its acceptance of the duties and obligations |mposed upon it hereunder by a
Remarketing Agreement under which the Remarketlng Agent will agree to:

(i) determine the interest rates applicable to such 2008 Certificates and give
notice to the Trustee of such rates and periods in accordance with the Trust Agreement,

(i) keep such books and records as will be consistent with prudent industry
practice; and ‘ '

{iii) - use its best efforts to remarket 2008 Certificates in accordance with the
Trust Agreement and the terms thereof.

*The Remarketing Agent wilt hold all amounts received by it in accordance with
‘any remarketing of 2008 Certificates pursuant to the Trust Agreement in trust only for the
benefit of the Owners of tendered 2008 Certificates and will not commingle such
amounts with any other moneys.

(b) - Each Remarketing Agent will be (i) a member of the National Association of
Securities Dealers, Inc., having a capitalization of at least $50,000,000, and (i} authorized by
law to-perform all the dutles imposed upon it by the Trust Agreement and the Remarketlng
Agreement.

(c) Remarketing Agent may at any time resign and be discharged of the duties and
obligations created by the Trust Agreement by giving at least 30 days' written notice to the
Authority and the Trustee (with a copy of such notice mailed by certified mail to each of the
2008 Certificate: owners). A Remarketing Agent-may be removed at any time at the direction of
the Authority, by an instrument signed by the Authority and filed at least 30 days priof to such
removal with the Remarketlng Agent the Credit Prowder and the Trustee

(d)  Any corporation, association, partnership or firm ‘which succeeds to the business

of the Remarketing Agent as a whole or substantially as a whole, whether by 'sale, merger,
consolidation or otherwise, will tthereby become vested W|th aII the property rlghts and powers
of such Remarketlng Agent hereunder.
“' (e) ‘" In the event that the Rémarketing Agent will resign, be removed or bé dissolved,
or if the property or affairs of the Remarketing Agent will be taken under control of any state or
federal court or administrative body because of bankruptcy or insolvency, or for any other
reason; and the Authonty will not have appomted ‘its successor ‘within thirty (30) days the
Trustee-will apply to'a court of competent Jut’lSdICltOl"I for such appomtment '

The Trustee.
Appointment of Trustee. The Bank of New York Trust Company; N.A., in San Francisco,
California, a national banking association organized and existing under the laws of the United
States, is thereby appointed Trustee by the Authority for the purpose of receiving ail moneys
requiréd to be deposited with the Trustee hereunder and to allocate, use and apply the same as
provided in the Trust Agreement. The Authority agrees that it will maintain a Trustee having a
corporate trust office in California, with a combined capital and surplus, or in the case of a bank
or trust company which is a member of a bank holding company system, the related bank
holding company will have a combined capital and surplus, of at least One Hundred Million
Dollars ($100,000,000), and subject to supervision or examination by federal or State authority,
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so long as any Certificates are Outstanding. If such bank or trust company publishes a report of
condition at least annually pursuant to law or to the requirements of any supervising or
examining authority above referred to, then for the purpose of this subsection of the Trust
Agreement the combined capital and surplus of such bank or trust company or bank holding
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 is thereby authorized to pay the Certificates when duly presented for
payment at maturity, or on prepayment or purchase prior to maturity, and to cancel all
Certificates upon payment thereof. The Trustee will keep accurate records of all funds
administered by it and of all Certificates paid and discharged.

Removal of Trustee. The Bank (so long as the Credit Facility is outstanding and the
Bank is not wrongfully dishonoring any properly presented and conforming drawings thereunder
or any amounts for reimbursement of draws under the Credit Facility remain owing to the Bank)
or the Owners of a majority in aggregate principal amount of the Outstanding Certificates may at
any time, and the Authority may so long as no Event of Default will have occurred and then be
continuing, remove the Trustee initially appointed, and any successor thereto, by an instrument
or concurrent instruments in writing delivered to the Trustee (where applicable), whereupon the
Authority, the Bank or such Owners, as the case may be, will appoint a successor or
successors thereto; provided that any such successor will be a bank or trust company meeting
the requirements set forth in the Trust Agreement.

Resignation by Trusfee. The Trustee and any successor Trustee may at any time resign
by giving thirty (30} days' written notice by registered or certified mail to the Authority. Upcn
receiving such notice of resignation, the Authority will promptly appoint a successor Trustee.
Any resignation or removal of the Trustee and appointment of a successor Trustee will become
effective upon acceptance of appointment by the successor Trustee. Upon such acceptance,
the Authority will cause notice thereof to be given by first class mail to the Certificate Owners at
their respective addresses set forth on the Certificate Registration Books. No resignation of the
Trustee will take effect until a successor is appointed and has accepted.

Events of Default and Remedies.

Events of Defaulf. The following events will. be. Events of Default under the Trust
Agreement:

{a) Default in the due and punctual payment of the.principal of any 2008 Certificate
when and as the same will become due and payable, whether at maturity as therein expressed,
by proceedings for prepayment, by declaration or otherwise;

(b) Default in the due and punctual payment of any installment of interest with
respect to any 2008 Certificate when and as such interest installment will become due and
payable; :

(c) Default by the Authority in the observance of any other of the covenants,
agreements or conditions on its part in the Trust Agreement or in any Par:ty Obllgatlons
Instrument or in the 2008 Certificates contained, and such defauit will have.continued for a
period of sixty (60) days after the Authority will have been given notice in writing of such default
by the Trustee: or
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- (d) The filing by the Authority of a petition or answer seeking reorganization or
arrangement under- the federal bankruptcy laws, insolvency, liquidation, debt adjustment or
similar laws affecting the rights of creditors generally, or any othér applicable law of the United
States of America, or a debt moratorium, debt adjustment, debt restructuring or comparable
restriction with respect to debt of the Authority, or if a court of competent jurisdiction will approve
a petition, filed with or without the consent of the Authority, seeking reorganization under the
federal bankruptcy laws or any other applicable law of the United States of America, 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
Pf’ operty

(e) - If the Trustee receives written notice from the Bank that an‘event of default has
occurred and is continuing under the Relmbursement Agreernent and mstructlng the Trustee to
accelerate the 2008 Certifi cates - b

Remedies; Rights of Owners. Upon the occurrence of an Event of Default the Trustee
may-pursue any available remedy, at law or in equity to enforce the payment of the principal of,
premium, if any, and interest with respect to the Outstanding 2008 Certificates, and to enforce
any nghts of the Trustee under or with respect to the Trust Agreement and the Contract
In the case of an Event of Default under (e) above, the Trustee will declare the full
amount of principal and applicable interest evidenced by the 2008 Certificates due and payable
in-accordance with the Reimbursement Agreement and payment will be made within 7 days
after receipt of the notice of default from the Bank. Any other provisions of the Trust Agreement
notwithstanding, the Trustee will not be entitled to- require indemnification as a precondition to
declaring the ‘principal and interest with respect to the 2008 Certificates immediately due: and
payable or to’ drawmg upon the Credit Facility pursuant to the- Trust Agreement

NotW|thstand|ng any other provision of the Trust Agreement, -the Trustee may not
declare an event of default, cause an acceleration of the payment of the amounts payable under
the 2008 Certificates or exercise any remedy above without the prior written consent of the
Bank (so long as the Credit Facility is in effect and the Bank has not dishonored any properly
presented and conforming draw thereunder or any amounts for reimbursement of draws under
the Credit Facility remain owing to the Bank). In the event of an acceleration of the due date of
the 2008 Certificates, interest will cease to accrue upon declaration of acceleration and the
acceleration may be waived if the Trustee receives written notice from the-Bank that the Event
of Default has been waived.and the Credit Facility has'been fully reinstated. In the event the
declaration of an Event of Default is rescinded, notice of such rescrssron w;ll be glven to the
Authorlty, the Bank, S&P Moody s and Fitch.

+ Ifan Event of Default will have occurred and be contlnumg and if requested so to do by
the Bank or the Owners of at least twenty-five percent (25%) in aggregate principal amount of
Outstanding 2008 Certificates and indemnified as provided in the Trust Agreement, the Trustee
will be obligated to exercise such one or more of the rights-and powers conferred by the Trust
Agreement, as the Trustee being adwsed by counsel, will deem most expedlent in the interests
of the Owners - : o s < :

- No remedy by the terms of the Trust Agreement ccnferred upon or reserved to the
Trustee (or to the Owners) is intended to be exclusive of any other remedy, but each and every
such remedy will be cumulative and will be in addition to any other remedy given to the Trustee
or to the Owners hereunder or now or hereafter existing at law or in equity.
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No delay or omission to exercise any right or power accruing upon any Event.of Default
will -impair any such right or power or will be construed to be a waiver of any such Event of
Default or acquiescence therein; such right or power .may be exercised from time to time as
often as may be deemed expedient.

_ The Swap Counterparty will receive |mmed|ate notice of any default descrlbed in, (a) or
(b) above, and notice of any other default known to the Trustee or the Authority within 30 days
of the Trustee’'s or the Authority’s actual knowledge thereof.

The Swap Counterparty will be included. as a party in interest and as a party entitled to
(i) notify. the Authority, the Trustee, if any, or any applicable receiver, of the occurrence of an
Event of Default and-(ii) request the Trustee or receiver to intervene in judicial proceedings that
affect the 2008 Certificates or the security therefor. The Trustee or receiver will be required to
accept notice of an Event of Default from the Swap Counterparty.

All moneys received, other than from drawings on the Credit Facility, by the Trustee
pursuant to any right given or action taken under the remedy provisions of the Trust Agreement
will be applied by the Trustee in the order following upon presentation of the several 2008
Certificates and the stamping thereon of the payment if only partially paid or upon the surrender
thereof if fully paid -

First, to the payment of the whole amount then owing and unpaid with respect to the
2008 Certificates for principal and interest, with interest with respect to the overdue principal
and installments of interest at the rate or rates specified in the respective 2008 Certificates (but
such interest with respect to overdue instaliments .of interest will be paid only to the extent funds
are available therefor following payment of principal and interest and interest with respect to
overdue principal, as aforesaid), and in case such moneys will be insufficient to pay in full the
whole amount so owing and unpaid with respect to the-2008 Certificates, then to the payment of
such principal and interest without preference or priority of principal over interest, or of interest
over principal, or of any installment of interest over any other installment of lnterest ratably to
the aggregate of such principal and interest; and

Second, to the payment of the fees, costs and expenses of the Trustee hereunder
(including, but not limited to, the costs and expenses of itself and its counsel) and, after such
payment to the Trustee, of the Bank and of the Owners in declaring such Event of Default,
including reasonable compensation to its or their agents, attorneys and counsel.

Rights and Remedies of Owners. No Owner of any 2008 Certificate issued hereunder
will have the right to institute any suit, action or proceeding at law or in equity, for any remedy
under or upon the Trust Agreement, unless (a} such'Owner will have previously given to the
Trustee written notice of the occurrence of an Event of Default; (b) the Owners of a majority in
aggregate principal amount of all the 2008 Certificates then Outstanding will have made written
request upon the Trustee to exercise the powers in the Trust Agreementbefore granted or to
institute such action, suit or proceeding in its own name; (¢) said Owners will have tendered to
the Trustee indemnity reasonably acceptable to the Trustee 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 sixty (60) days after such written request
will have been receivgd by, and said tender of indemnity will have been made to, the Trustee:
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Such netification, request, tender of indemnity and refusal or omission are thereby
declared, in every case, to be conditions precedent to the' exercise by any Owner of 2008
Certificates of any remedy hereunder; it being understood and intended that no one or more
Owners of 2008 Certificates will have any right in any manner whatever by his or their action to
enforce any right under the Trust Agreement, except in the manner in the Trust Agreement
provided, and that all proceedings at law or in equity to enforce any provision of the Trust
Agreement will be instituted, had and maintained in the manner in the Trust Agreement
provided and for the equal benefit of all Owners of the Qutstanding 2008 Certificates.

The right of any Owner of any 2008 Certificate to receive payment of the principal of and
interest and premium (if any) on such 2008 Certificate as in the Trust Agreement provided or to
institute suit for the enforcement of any such payment, will not be impaired or affected without
the written consent of such Owner, notwuthstandmg any prowsuons of the Trust Agreement

" No Liability by the City to the' Owners. Except for the payment when due of the 2008
Payments and the performance of the other agreements and covenants required to be
performed by it contained in the Master Contract, the City will not have any obligation or liability
to the Owners with respect to the Trust Agreement or the preparation, execution, delivery or
transfer of the 2008 Certificates or the disbursement of the 2008 Payments by thé Trustee to the
Owners, .or with respect to the performance by the Trustee of any right or obllgatron reqmred to
be performed by it contained in- the Trust Agreement

No Liability by the Trustee to the Owners Except ‘as expressly prowded in the Trust
Agreement, the Trustee will ot have any obligation or liability to the' Owners with respect to'the
payment when due of the 2008 Payments.by the City, or with respect to the performance by the
City of the other agreements and covenants requnred to be performed by |t contamed in the
Master Contract. : - . S

Dlscharge of Trust Aqreement o T : :
When the obllgatlons of the Clty under the Contract will cease {except for the rlght ‘of the

Trustee and the obligation of the City to have the money and securities applied to the payment
of Payments as set forth in the Trust Agreement), and the obligations of the -City under the
Credit Facility and Reimbursement Agreement will cease pursuant to the terms-thereof, then
and in that case the obligations created by the Trust Agreement will thereupon cease, determine
and become void except for the right of the Owners and the obligation of the Trustee to apply
such moneys and securities to thepayment of the Certificates 'as in the Trust Agreement set
forth and the right-of the Trustee to collect any fees or expenses due hereunder and the Trustee
will turn over to the City, ‘as 'an overpayment of 2008 Payments, all balances remaining in any
other funds or accounts other than moneys and Federal Securities held for the payment of the
Certificates at maturity or on prepayment, which moneys and Federal Securities will continue to
be held by the Trustee in trust for the benefit of the Owners and will be applied by the Trustee to
the payment, when 'due, -of the principal ‘and interest and premium’if any represented by the
Certificates, and after such payment, the Trust Agreement will become void, except for the
Authorlty ] obllgatlon to mdemnlfy the Trustee pursuant to any provision of the Trust Agreement

-If moneys or securities are deposnted with and held by the Trustee as descnbed above,
the Trustee will mail a notice, first-class postage prepaid, to the Owners at the addresses listed
on the registration books kept by the Trustee, stating that (a) moneys or Federal Securities are
so heid by it, and (b) that the Trust Agreement has been released in accordance with the
provisions described therein. .
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Whenever in the Trust Agreement or the Contract it is provided or permitted that there
be deposited with or held in trust by the Trustee money or securities (certified to be sufficient by
a report of an Independent Certified Public Accountant verifying the sufficiency of the escrow
established to pay the 2008 Certificates in full on the maturity or prepayment date ) in the
necessary amount to pay or prepay any 2008 Certificates, the money or securities to be so
deposited or held may- include money -or securities held by the Trustee in the funds and
accounts established pursuant to the Trust Agreement and will be --

(a) . lawful money of the United States of America in an amount equal to the principal
amount represented by such 2008 Certificates and-all unpaid interest represented tthereby to
maturity, except that, in the case of 2008 Certificates which are to be prepaid prior to maturity
and in respect of which notice of such prepayment will have been given as provided in the Trust
Agreement or provision satisfactory to the Trustee will have been made for the giving of such
notice, the. amount to be deposited or held will -be the principal amount plus accrued interest to
such date of prepayment plus a prepayment premium, if any, represented by such 2008
Certificates; or

(b) - -Federal Securities which are not subject to prepayment except by the holder
thereof prior to maturity (including any such securities issued or held in book-entry form), the
principal of and interest with respect to which when due will provide, in its opinion of an
independent Certified Public Accountant, delivered-to the Trustee, money sufficient to pay the
principal plus prepayment premium, if any, plus all accrued interest to maturity or to the
prepayment date, as the case may be, represented by the 2008 Certificates:to be paid or
prepaid, as such amounts become due, provided that, in the case of 2008 Certificates which are
to be prepaid prior to the maturity thereof, notice of such prepayment will have been given as
provided in the Trust Agreement or provision satisfactory to the Trustee will have been made for
the giving of such notice; provided, in each case, that the Trustee will have been irrevocably
instructed (by the terms of the Trust Agreement and the Contract or by written request of the
City) to apply such money to the payment of such principal plus prepayment premium, if any,
plus interest represented by such 2008 Certificates. ‘

- For defeasance of 2008 Certificates bearing interest other than for a Long-Term Rate
Period ending on or after the date of prepayment, interest amounts to be provided described in
paragraphs (a) or (b) above will be calculated at the-Maximum Rate.

Notwithstanding anything contained in the Trust Agreement to the contrary, in the event
that the interest and/or the principal evidenced and represented by any of the 2008 Certificates
will be paid by the Bank pursuant to the Credit-Facility, such 2008 Certificates will remain
Qutstanding hereunder for all purposes, will not.be defeased or otherwise satisfied and will not
be considered paid, and the assignment and pledge of the Trust Agreement and all agreements,
covenants and other obligations of the City under the Contract assigned to the Trustee for the
benefit of the Bank will continue to exist and will run to the benefit of the Bank, and the Bank will
be subrogated to the rights of such Owners.

Anything contained in the Trust Agreement to the contrary notwithstanding, any money
held by the Trustee in trust for the payment and discharge of any of the 2008 Certificates which
remains unclaimed for two (2) years after the date when such 2008 Certificates have become
due and payable, either at their stated Payment Dates or by call for. prepayment prior to
Payment Date, if such money was held by the Trustee at such date, or for two (2) years after
the date of deposit of such. money if deposited with the Trustee after the date when such 2008
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Certificates have become due and payabie, will be repaid by the Trustee to the City as its
absolute property free from trust, and the Trustee will thereupon be released and discharged
with respect thereto and the Owners will lock only to the City for the payment of the 2008
Payments evidenced and represented by the 2008 Certificates; provided, however, that before
being required to make any such payment to the City, the Trustee will at the request of and at
the expense of the City, cause to be mailed to all Owners and the Securities Depositories and
the Information Services a notice that such money remains unclaimed and that, after a date
named in such notice, which date will not be less than thirty (30) days after the date of the first
publication of each such notice, the balance of such money then unclaimed will be returned to
the City. '
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e APPENDIXD" - ¢ C

O

PROPOSED FORM OF SPECIAL COUNSEL OPINION o

[LETTERHEAD OF JONES HALL] - -

May 13, 2008

City Council

City of Roseville

311 Vernon Street
Rosewlle Californla 95678

OPINION: -City of Roseville Electric System Revenue Refundlng Certificates of Partampatlon
$90,000,000 Series 2008A

City of Roseville Electric System Revenue Refunding Certificates of Par‘ucupatlon
$64,500,000 Series 2008B

Members of the City Council:

We have acted as special counsel in connection with the delivery by the City of Roseville
of a 2008 Supplemental Contract (the 2008 Supplement”) dated as of May 1, 2008 between the
City of Roseville (the “City”) and the Roseville Finance Authority (the “Authority”) which is a
supplement to the following contracts between the City and the Authority: the 2005
Supplemental Contract, the 2004 Supplemental Contract, the 2002 Supplemental Contract, the
1999 Supplemental Contract and the 1997 Master Installment Purchase Contract;{collectively
the “Installment Purchase Contract”). Under a Trust Agreement dated as of May 1, 2008 (the
“Trust Agreement”), between the Authority and The Bank of New York Trust Company, N.A_, as
trustee (the "Trustee”), the Trustee has executed and delivered $90,000,000 aggregate
principal amount of Electric System Revenue Refunding Certificates of Participation, Series
2008A, and $64,500,000 aggregate principal amount of Electric System Revenue Refunding
Certificates Of_Participation, Series 2008B, evidencing and representing proportionate interests
of the owners thereof in the payments to be made by the City under the 2008 Supplement (the
“Instaliment Payments”). We have examined the law and such certified proceedings and other
papers as we deem necessary to render thlS opinion. -

.~ As tO questlons of fact materlal to our’opinion, we have relled upon representatlons of
the: City contained in the 2008 Supplement and thé Trust Agreement, and in certified
proceedings and other certifications of public officials and .others furnished to us, without
undertaking to verify the same by independent investigation.

Based upon the foregoing, we are of the opinion, under existing law, as follows:



1. The City is a charter city and municipal corporation duly organized and existing
under and by virtue of the Constitution and laws of the State of California, with the full power to
enter into the 2008 Supplement and.the Trust Agreement and to perform the agreements on its
part contained therein.

2. The Master Contract-and the 2008 Supplement have been duly approved by the
City and the Trust Agreement has been duly approved by the Authority, and constitute valid and
binding obligations of the City and the Authority enforceable against the City and the Authority in
accordance with their respective terms.

3. The obligations of the City to make payments under the'Master Contract and the 2008
Supplement are special, limited obligations payable solely from and secured by a pledge of Net
Revenues (as defined in the Master Contract) of the Electric System of the City on a parity with
the Parity Obligations (as defined in the Master Contract) previously delivered pursuant to the
Master Contract and any additional Parity Obligations. )

4. The Certificates have been validly executed and delivered by the Trustee under the
- Trust Agreement and, by virtue of the terms thereof and of the 2008 Supplement and the Master
Contract, the owners of the Certificates are entitled to the benefits of the 2008 Supplement.

5. The portion of the Installment Payments designated as and comprising interest
. and received by the owners of the Certificates is excluded from gross income for federal income
tax purposes and is not an item of tax preference for purposes of the federal alternative
minimum tax imposed on individuals and corporations; it should be noted, however, that, for the
purpose of computing the alternative minimum tax imposed on corporations (as defined for
federal income tax purposes), such interest is taken into account in determining certain income
and earnings. The opinions set forth in the preceding sentence are subject to the condition that
the City comply with all requirements of the Internal Revenue Code of 1986 that must be
satisfied subsequent to the delivery of the 2008 Supplement in order that such interest be, or
continue to be, excluded from gross income for federal income tax purposes. The City has
covenanted in the 2008 Supplement and other instruments relating to the Certificates to comply
with each of such requirements. Failure to comply with certain of such requirements may cause
the inclusion of such interest in gross income for federal income tax purposes to be retroactive
to the date of delivery of the 2008 Supplement. We express no opinion regarding other federal
tax consequences arising with respect to the 2008 Supplement and the Certificates.

6. The portion of the Installment Payments designated as and comprising interest and
received by the owners of the Certificates is exempt from personal income taxation imposed by
the State of California.

The rights of the owners of the Certificates and the enforceability of the 2008
Supplement and the Trust Agreement may be subject to bankruptey, insolvency, reorganization,
moratorium and other similar laws affecting creditors’ rights heretofore or hereafter enacted and

may also be subject to the exercise of judicial discretion in accordance with principles of eqwty
or otherwise in appropriate cases.

Respectfully submitted,

A Professional Law Corporation
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APPENDIX E -

FORM OF LETTER OF CREDIT

IRREVOCABLE TRANSFERABLE DIRECT-PAY
LETTER OF CREDIT

May 13, 2008
. *x(J.S.$157,141,316
No. DCL 0805450

The Bank of New York Trust Company,
N.A,, as trustee for the benefit of
Owners (the “Trustee”) under a Trust
Agreement dated as of May 1, 2008 |
(together- with any amendments and
supplements or modifications thereto,
the “Trust Agreement”) by and
between the Roseville Finance
Authority (the “Authority”) and the
Trustee.

Dear Ladies and/or Gentlemen:

We hereby establish, at the request and for the account of the City of Roseville,
California (the “City”), in your favor, as Trustee under the Trust Agreement pursuant to which
$90,000,000 in aggregate principal amount of Electric System Revenue Refunding Certificates
of Participation, Series 2008A (the “Series 2008A Certificates”) and $64,500,000 in aggregate
principal amount of Electric System Revenue Refunding Certificates of Participation, Series
2008B (the “Series 2008B Certificates”, together with the Series 2008A Certificates, the
“Certificates”) are being executed and delivered, our Irrevocable Transferable Direct-Pay Letter
of Credit No. DCL 0805450 (the “Letter of Credit”) (as secured by the Letter of Credit
Reimbursement Agreement dated May 13, 2008 between the City and us (as amended from time
to time, the “Reimbursement Agreement™)) in the amount of $157,141,316 (including interest)
(as more fully described below), effective immediately and expiring at 5:00 p.m., New York City
time (except as otherwise specified in the following sentence) on the Expiration Date. As used
herein, “Expiration Date” shall mean the earliest of (a) the close of business on May 13, 2011, or
such later date agreed to by the Bank and the City pursuant to a duly executed amendment of this
Letter of Credit (the “Stated Expiration Date”), (b) the date on which the Bank receives notice
from the Trustee in the form of Exhibit 4A hereto that the principal amount of and interest on all
of the Certificates shall have been paid in full, (c) the date on which this Letter of Credit is

surrendered to the Bank for cancellation as permitted by Section 23 of the Reimbursement
Agreement with notice of such effect to the Bank, (d) the date on which the Bank receives notice
from the Trustee in the form of Exhibit 4B hereto that all of the Certificates have been converted
to a Non-Covered I[nterest Rate and (i) all Tendered Certificates have been remarketed or (ii) the



Bank has honored the drawing in connection with the conversion, (e) the first to occur of (i) the
date which is seven (7) calendar days after the Trustee has received a Termination Event of
Default Notice in the form of Exhibit 6 hereto or (ii) the date, following receipt of such
Termination Event of Default Notice, upon which the Trustee has drawn upon this Letter of
Credit the amount required thereby and as permitted under this Letter of Credit and the proceeds
of the drawing have been distributed to the Trustee, or (f) the date upon which a Voluntary
Termination shall be effective as set forth in a notice in the form of Exhibit 7 hereto received by
the Bank from the Trustee.

We hereby irrevocably authorize you to draw on us in accordance with the terms and
conditions hereinafter set forth, by your draft, an aggregate amount not exceeding $157,141,316
(including interest) (the “Letter of Credit Amount”), of which an aggregate amount not
exceeding (a) $154,500,000 may be drawn upon with respect to (i) payment of the unpaid
principal amount of the Certificates or (i1) the portion of the purchase price equal to the principal
amount of Certificates tendered or deemed tendered for purchase pursuant to Sections 4.07(a) or
4.07(b) of the Trust Agreement and not remarketed pursuant to the Trust Agreement prior to
such drawing (hereinafter referred to as “Eligible Certificates”) and (b) $2,641,316'(but no more,
in the case of any drawing, than an amount equal to interest accrued on the Certificates for the
immediately preceding fifty-two (52) days, calculated at a rate of 12% per annum and on the
basis of the actual number of days elapsed in a year of 365 or 366 days, as applicable) may be
drawn upon with respect to payment of interest accrued on the Certificates or the portion of the
purchase price of Eligible Certificates representing interest thereon. The two foregoing
maximum amounts comprising the Letter of Credit Amount shall be reduced from time to time
upon notice from the Trustee in the form of Exhibit 4 hereto of the payment or redemption of
Certificates by (A)in the case of the amount referred to in clause (a) above, the aggregate
principal amount of the Certificates so paid or redeemed and (B)in the case of the amount
referred to in clause (b) above, an amount that bears the same proportion to $2,641,316 as the
principal amount of Certificates so paid or redeemed bears to $154,500,000. Notwithstanding
any other provision of this Letter of Credit, (1) you are not authorized to draw on us hereunder
unless at the time of such drawing the Certificates represent interest at a Covered Rate, (2) you
are not authorized to draw on us with respect to the payment of any redemption or prepayment
premium, (3) you are not authorized to draw on us hereunder with respect to any payment which
comprises any part of the Bank Certificate Sale Consideration, (4) you are not authorized to draw
on us hereunder with respect to any payment of principal, purchase price or interest on any
Certificates registered in the name of the City or any Affiliate of the City or, to the best of your
knowledge, held for the account of the City or any Affiliate of the City, and (5) from the date
after the Bank receives notice from the Trustee in the form of Exhibit 4A hereto that payment or
provision for payment of all the Certificates shall have been made, only a draft to pay ‘the
purchase price of Eligible Certificates may be drawn on us hereunder.

Only you, as Trustee may make drawings under this Letter of Credit. Upon the payment
to you of the amount specified in a draft drawn hereunder, we shall be fully discharged on our
obligation under this Letter of Credit with respect to such draft, and we shall not thereafter be
obligated to make any further payments under this Letter of Credit in respect of such draft or the
amount drawn thereunder to you or to any other person, firm, corporation or other entity who
may have made to you or who makes to youa demand for payment of prmmpal of or mterest on
any Bond or the purchase price thereof.
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On the tenth (1 Oth) day (provided that if such day is not a Business Day, then on the next
succeeding Business Day) following each drawing hereunder in accordance with a certificate in
the form of Exhibit 2 hereto to pay scheduled interest on the Certificates, the amount so drawn
shall be restored to the amount available to be drawn hereunder in respect of payment of interest
~on the Certificates (including the portion of the purchase price of Eligible Certificates
representing interest thereon) accrued on or prior to the maturity thereof unless you shall have
received (a) a notice in the form of Exhibit 8 hereto from us theretofore that such amount is not
so reinstated because a previous drawing has been made under this Letter of Credit for which we
have not been reimbursed in full when due by the City or (b) a Termination Event of Default
Notice from us theretofore in the form of Exhibit 6 hereto. If after any drawing hereunder in
accordance with a certificate in the form of Exhibit 3 hereto to pay the purchase price of Eligible
Certificates, the City repays such drawing in full to us, the portion of the purchase price of such
Eligible Certificates allocated to the principal of and accrued interest on such Eligible
Certificates so drawn shall be restored to the amount of principal and interest, respectively,
available to be drawn hereunder as confirmed by the Bank in a notice to the Trustee in the form
of Exhibit 9 hereto. Subject to the two preceding sentences, drawings in respect of payments
hereunder honored by us shall not, in the aggregate, exceed the Letter of Credit Amount and each
drawing honored by the Bank hereunder shall pro tanto reduce the amount available under this
Letter of Credit. :

Funds under this Letter of Credit are available to you against presentation of (a) if the
drawing is being made with respect 10 a payment of principal of the Certificates, your draft,
payable on the date such draft is drawn on us in accordance with the terms hereof, and certificate
signed by a duly -authorized officer of the Trustee making such drawing (the “Drawer”) in the
form of Exhibit 1 attached hereto, completed, (b) if the drawing is being made with respect to a
payment of interest on the Certificates, your draft, payable on the date such draft is drawn on us
in accordance with the terms hereof, and certificate signed by the Drawer in the form of
Exhibit 2 hereto, completed and (¢) if the drawing is being made with respect to a payment of the
purchase price of Eligible Certificates, your draft, payable on the date such draft is drawn on us
in accordance with the terms hereof, and certificate signed by the Trustee in the form of
Exhibit 3 attached hereto, completed. Such draft(s) and certificate(s) (and any other certificate or
notice required or permitted to be provided to the Bank hereunder) shall be in writing and dated
the date of presentation, and shall either be sent by first class registered or certified mail or
express courier service, properly addressed and prepaid, or physically delivered to Dexia Crédit
Local, New York Branch, 445 Park Avenue, g Floor, New York, New York 10022-2606, or, in
the case of a drawing certificate hereunder, by facsimile to (212) 753-7522, in each case to
Attention: Standby Letter of Credit Department, marked “URGENT SAME DAY PAYMENT.”
If we receive your draft(s) and certificate(s) at such office, all in strict conformity with the terms
and conditions of this Letter of Credit, at or prior to 12:00 noon, New York City time, on a
Business Day on or prior to the Expiration Date, we will honor the same by 2:00 p.m., New York
City time, on the same business day in accordance with your payment instructions. If we receive
your drafi(s) and certificate(s) at such office, all in strict conformity with the terms and
conditions of this Letter of Credit, after 12:00 noon, New York City time, but prior to 4:00 p.m.,
New York City time, on a Business Day prior to the Expiration Date, we will honor the same by
10:00 a.m., New York City time, on the next Business Day in accordance with your payment
_ instructions provided that such next business day is on or prior to the Expiration Date. If
requested by the Drawer, payment under this Letter of Credit may be made by wire transfer of
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federal funds to the account of the Drawer or any other account of yours with any bank located in
New York, New -York or by deposit of immediately-available funds into any such account. All
such payments shall be made solely from our own funds. ‘

- In addition to the definitions set forth in the foregoing text, as used herein, (a) “Affiliate”
means, with respect to any Person, any other Person directly or indirectly controlling, controlled
by or under common control with such Person, and (b) “Authorized City Representative” shall
mean in the case of the City, its general manager or any assistant general manager or any officer
authorized to do specific acts or to discharge certain specific duties and of whom another
Authorized City Representative gives written notice to the Bank; provided, however, that in each
case for which a certification or other statement of fact or condition is required to be submitted
by an Authorized City Representative pursuant to the terms of this Letter of Credit or any Exhibit
hereto, such certificate or statement shall be executed only by an Authorized City Representative
in a position to know or to obtain knowledge of the facts or conditions that are the subject of
such certificate or statement, and (¢) “Bank Certificates” has the meaning ascribed to the term
Bank Certificates in the Trust Agreement, and (d).“Bank Certificate Sale Consideration” means
the Sale Price as defined in the Reimbursement Agreement together with the amounts prescribed
under Section 2(a)(il) or (vii) as applicable of the Reimbursement Agreement, and (e¢) “Bank
Rate” means a per annum rate equal to (i) for the period from and including the Purchase Date
through the thirtieth (30th) day from the Purchase Date, the higher of (x) the Base Rate and
(y) the Maximum Rate (with respect to Certificates that are not Bank Certificates), (i1) from the
thirty-first (31%) day from the Purchase Date and thereafter, the Base Rate plus one hundred basis
points (1.0%); provided, however, that during a Term Loan Period as defined in the
Reimbursement Agreement, the Bank Rate means a per annum rate equal to the Base Rate plus
two hundred basis points (2.0%), and from and after an Event of Default or the date the related
principal amount is due and payable, the Bank Rate means a per annum rate equal to the Default
Rate; and provided further that at no time shall the Bank Rate be less than the applicable rate of
interest on Eligible Certificates which are not Bank Certificates, and (f) Base Rate” means a per
annum rate equal to the higher of (i) the Prime Rate or (ii) the Fed Funds Rate plus fifty basis
points {(0.50%); any change in the Base Rate shall take effect on the date specified in the
announcement of such change, and (g) “Default Rate” means for any day the Base Rate plus an
amount equal to three hundred = basis points {3.00%), * and
(h) “Business Day” has the meaning assigned to that term in the Trust -Agreement,- and
(i) “Covered Rate” means the Weekly Interest Rate and the Daily Interest Rate, each as defined
in the Trust Agreement and (j) “Eligible Certificates” shall have the meaning assigned thereto
hereinbefore in this Letter of Credit, and (k) “Fed Funds Rate” means for any day, a fluctuating
interest rate per annum equal to the weighted average of the rates on overnight Federal funds
transactions with members of the Federal Reserve System arranged by Federal funds brokers, as
published for such day (or, if such day is not a Business Day, for the next preceding Business
Day) by the Federal Reserve Bank of New York, or, if such rate is not published for any day
which is a Business Day, the average of the quotations for such day on such transactions
received by the Bank from three Federal funds brokers of recognized standing selected by it;
() “Maximum Rate” means the per annum rate of twelve percent (12%) and (m) “Non-Covered
Interest Rate” means the Bank Rate or any interest rate applicable to the Certificates other than a
Covered Rate, and (n) “Outstanding Certificates” means, as of the time in question, all
Certificates authenticated and delivered under the Trust Agreement except Certificates canceled
or required to be canceled, Certificates with respect to which all liability of the City shall have

E4 -



been discharged in accordance with the requirements of the Trust Agreement, and Certificates in
substitution for which other Certificates have been authenticated and delivered under the Trust
Agreement, and (o) “Prime Rate” means the fluctuating rate per annum equal to the “prime rate”
listed daily in the “Money Rate” section of The Wall Street Journal, or if The Wall Street Journal
is not published on a particular Business Day, then, the “prime_rate” published in any other
national financial journal or newspaper selected by the Bank, and if more than one such rate is
listed in the applicable publication, the highest such rate shall be used, and (p) Termination Event
of Default Notice means a notice given by the Bank to the Trustee under-Section 13(b)(i)(A) of
the Reimbursement Agreement, which notice (i) shall notify the Trustee that an Event of Default
has occurred and is continuing and that the Letter of Credit shall terminate, and shall direct the
Trustee to draw upon the Letter of Credit in accordance with its terms and (ii) may direct the
Trustee to declare the principal of all or a designated portion of the Outstanding Certificates to be
due and payable, and (q) “Voluntary Termination” means any election by the Trustee (at the
direction of the City) to terminate the Letter of Credit in connection with an optional prepayment
or optional redemption of all Outstanding Certificates. For purposes of the definition of
Affiliate, “control” (including “controlled by” and “under common control with”) means the
power, directly or indirectly, to direct or cause the direction of the management and policies of
such Person, whether through the ownership of voting securities or by contract or otherwise.

Upon the earlier of (a) the making by you of the last drawing available to be made
hereunder and the distribution of the proceeds of such drawing to you or (b) 5:00 p.m., New
York City time (except as otherwise specified in the second sentence of this Letter of Credit), on
the Expiration Date, this Letter of Credit shall automatically terminate.

This Letter of Credit is subject to the International Standby Practices (1998),
International Chamber of Commerce, Publication No. 590 (the “ISP 98”). This Letter of Credit
shall be deemed made under the laws of the State of New York, including Article 5 of the
Uniform Commercial Code, and shall as to matters not governed by the ISP 98, be governed and
construed in accordance with the laws of said State. Communications with respect to the Trustee
shall either be sent by first class registered or certified mail or express courier service, properly
addressed and prepaid, or physically delivered to the address set forth on the first page of this
Letter of Credit.

This Letter of Credit is transferable in its entirety (but not in part) to any transferee who
has succeeded you as Trustee under the Trust Agreement and may be successively so transferred.
Transfer of the available balance under this Letter of Credit to such transferee shall be effected
by the presentation to us of this Letter of Credit accompanied by a certificate substantially in the
form of Exhibit 5 attached hereto.
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" This Letter of Creédit sets-forth in full our undertaking, and such undertaking ‘shall-not in
any way be modified, amended; amplified or limited- by reference to any document, instrument
or- agreefiient referred to herein (including;: without limitation, the Certificates, the “Trust
Agreement, and the Reimbursement Agreement), except only the ‘certificates -and.the drafts
reférred to herein; and notwithstanding any such reference (including, without limitation; the use
herein of terms defined in the Reéimbursement Agreement), no such reference shall be deemed to
incorporate herein by ‘reference any document, instrument ‘or agreement except for such
certlﬁcates and such drafts. : o -

[Remainder of page intentionally left blank]-
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[Signature Page to lrrevocable Transferable Direct Pay Letter of Credit No. DCL 0805450]

: Very truly yours,

DEXIA CREDIT LOCAL, New York Branch

By

John W. Flaherty
Managing Director
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Lt r 0wl EXHIBIT 1 TO THE'LETTER OF CREDIT

DRAFT AND CERTIFICATE FOR THE PAYMENT OF PRINCIPAL OF
ELECTRIC SYSTEM REVENUE
i = 7 v+ . REFUNDING CERTIFICATES OF PARTICIPATION

$90,000,000 $64,500,000
SERIES 2008A - SERIES 2008B
** " CITY OF ROSEVILLE, - ° CITY OF ROSEVILLE

. e
- s

URGENT SAME DAY PAYMENT

The undersigned, a duly authorized officer of The Bank of New York Trust Company,
N.A. (the “Trustee”), hereby certifies to Dexia Crédit Local, New York Branch (the “Bank”™),
with reference to Irrevocable Transferable Direct-Pay Letter of Credit No. DCL 0805450 (the
“Letter of Credit”; any capitalized term used herein and not defined herein shall have its
respective meaning as set forth in the Letter of Credit) issued by the Bank in favor of the Trustee,
that:

(a) The Trustee is the Trustee under the Trust Agreement for the holders of
the Certificates,

(b) The Trustee is making a drawing under the Letter of Credit with respect to
the payment of the principal, whether at stated maturity or upon redemption or
prepayment {in whole or in part) or acceleration but not any redemption or prepayment
premium or purchase price, of the Certificates in accordance with Section 5.08(a)(ii)(i) of
the Trust Agreement.

(c) The amount of principal of the Certificates which is due and payable is
$ , the amount of the draft set forth on this Certificate does not exceed
such amount of principal and such payment is due on [DATE].

(d) Upon and with the drawing herein made, the amount available to be drawn

under the Letter of Credit in respect of principal or purchase price shall be [$ ]
and in respect of interest shall be [$ | and such payment is requested on
[DATE].

(e} The Certificates at the time of this drawing represent interest at a Covered
Rate.

(f) None of the Certificates with respect to which this drawing is being made
are, to the best of our knowledge, (i) registered in the name of the City or any Affiliate of
the City or (ii} to the best of our knowledge, held for the account of the City or any
Affiliate of the City.
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(g)  The Trustee has not delivered notice to the Bank that payment or provision
for payment of all the Certificates has been made pursuant to the Trust Agreement.

(h)  The amount of the draft set forth on this Certificate does not exceed the
amount available to be drawn under the Letter of Credit in respect of payment of
principal of the Certificates and was computed in accordance with the terms and
conditions of the Certificates and the Trust Agreement and the Letter of Credit.

Drawn under De)'(ia Crédit Local, New York Branch, Irrevocable Transferable Direct-Pay
Letter of Credit No. DCL DCL 0805450: Pay the amount of [$ ] in principal of the
Certificates as certified above.

IN WITNESS WHEREOF, the Trustee has executed and delivered this Certificate as of
the day of , 20 .

THE BANK OF NEW YORK TRUST COMPANY,
N.A., as Trustee

By
Name
Title
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- -EXHIBIT 2 TO THE LETTER OF CREDIT

DRAFT AND CERTIFICATE FOR THE PAYMENT OF INTEREST OF
ELECTRIC SYSTEM REVENUE
REFUNDING CERTIFICATES OF PARTICIPATION

. $90,000,000 . : - $64,500,000
SERIES 2008A SERIES 2008B
"CITY OF ROSEVILLE . CITY OF ROSEVILLE

URGENT SAME DAY PAYMENT

The undersigned, a duly authorized officer of The Bank of New York Trust Company,
N.A. (the “Trustee™), hereby certifies to Dexia Crédit Local, New York Branch (the “Bank”),
- -with reference to lrrevocable Transferable Direct-Pay Letter of Credit No. DCL 0805450 (the
“Letter of Credit”; any capitalized term used herein and not defined herein shall have its
respecilive meaning as set forth in the Letter of Credit) issued by the Bank in favor of the Trustee,
that: :

. -(a-) Tilé- Trustee is the Trustee under the Trust Agreement for the holders of
_. the Certificates..

(b) The Trustee is making a drawing under the Letter of Credit with respect to
the payment of interest accrued with respect to the Certificates in accordance with
Section 5.08(a)(ii)(i) of the Trust Agreement. ’

(c) The amount of interest on the Certificates which is due and payable is
$ , the amount of the draft set forth on this Certificate does not exceed such
amount of interest and such payment is due on [DATE].

(d)  Upon and with the drawing herein made, the amount available to be drawn

under the Letter of Credit in respect of principal or purchase price shall be [$ ]
and in respect of interest shall be [3$ } and such payment is requested on
[DATE].

(e)  The Certificates at the time of this drawing represent interest at a Covered
Rate.

0 The Trustee has not delivered notice to the Bank that payment or provision
for payment of all the Certificates has been made pursuant to the Trust Agreement.

(g)  None of the Certificates with respect to which this drawing is being made
are, to the best of our knowledge, (i) registered in the name of the City or any Affiliate of
the City or (ii) to the best of our knowledge, held for the account of the City or any
Affiliate of the City.
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(h) No portion of this drawing is to be used to pay all or any part of the Bank
Bond Sale Consideration.

te

(i) The amount of the draft set forth on this Certificate does not exceed the
amount available on the date hereof to be drawn under the Letter of Credit in respect of
payment of interest accrued on the Certificates on or prior to their stated maturity date or
to the redemption or prepayment date, as the case may be, and the amount of the draft set
forth on this Certificate was computed in accordance with the terms and conditions of the
Certificates and the Trust Agreement and the Letter of Credit.

Drawn under Dexia Crédit Local, New York Branch, Irrevocable Transferable Direct-Pay
Letter of Credit No. DCL 0805450: Pay the amount of [§ _ : ]. in interest with
respect to the Certificates as certified above.

IN WITNESS WHEREOF, the Trustee has executed and delivered this Certificate as of
the day of 20 '

- THE BANK OF NEW YORK TRUST COMPANY,
N.A,, as Trustee

By
Name
Title
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. EXHIBIT 3 TO THE LETTER OF CREDIT

DRAFT AND CERTIFICATE FOR THE PAYMENT OF JTHE PURCHASE PRICE OF
: ELECTRIC SYSTEM REVENUE '
REFUNDING CERTIFICATES OF PARTICIPATION :

o $90,000,000 , - $64,500,000
. +.-SERIES 2008A . .. . SERIES 2008B -
CITY OF ROSEVILLE | CITY OF ROSEVILLE. ..

LI - - -t

URGENT SAME DAY PAYMENT - =°

The undersigned, a duly authouzed officer 'of The Bank of New York Trust Company,
N.A. (the “Tender Agent”), hereby certifies to Dexia Crédit Local, New York Branch (the
“Bank™), with reference to Irrevocable Transferable Direct-Pay Letter of Credit No. DCL
0805450 (the “Letter of Credit”; any capitalized term used herein and not defined herein shall
have its respective meaning as set forth in the Letter of Credit) issued by the Bank in favor of the
Trustee, that: - .

() The Trustee is Trustee under the Trust Agreement for the holders of the
Certificates.

(k)  The Trustee is making a drawing under the Letter of Credit in accordance
with Sections 4.07, 4.08 and 5.08(a)(ii)(ii) of the Trust Agreement to enable the Trustee
to pay the purchase price of Tendered Certificates that have not been remarketed pursuant
to Sections 4.08 and 4.11 of the Trust Agreement (“Eligible Certificates”).

f)) Upon and with the drawing herein made, the amount available to be drawn
under the Letter of Credit in respect of principal or purchase price shall be [$ 1
and in respect of interest shall be [$ ] and such payment is requested on
[DATE].

(m)  The Certificates at the time of this drawing represent interest at a Covered
Rate.

(n)  The Trustee has not delivered notice to the Bank that payment or provision
for payment of all the Certificates has been made pursuant to Article X of the Trust
Agreement.

(0) None of the Certificates with respect to which this drawing is being made
are (i) registered in the name of the City or any Affiliate of the City or (ii) to the best of
our knowledge, held for the account of the City or any Affiliate of the City.

(p) No portion of this drawing is to be used to pay all or any part of the Bank
Bond Sale Consideration.
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(q) The purchase price of the Eligible Certificates is $ , the
amount of the draft set forth on this Certificate does not exceed such purchase price and
such payment is due on [DATE)].

(r) The amount of the draft set forth on this Certificate does not exceed the
amount available on the date hereof to be drawn under the Letter of Credit in respect of
the purchase price of Eligible Certificates, and was computed in accordance with the
terms and conditions of the Certificates and the Trust Agreement and the Letter of Credit.

Drawn under Dexia Crédit Local, New York Branch, Irrevocable Transferable Direct-Pay
Letter of Credit No. DCL 0805450: Pay the amount of [$ ] in purchase price of
the Certificates as certified above.

IN WITNESS WHEREOF, the Trustee has executed and delivered this Certificate as of
the day of , 20 .

THE BANK OF NEW YORK TRUST COMPANY,
N.A., as Trustee

By
Name
Title
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EXHIBIT 4 TO THE LETTER OF CREDIT

INSTRUCTIONS TO REDUCE LETTER OF CREDIT AMOUNT

3 20._._

Dexia Crédit Local, New York Branch

Re:  Irrevocable Transferable Direct-Pay Letter of Credit No. DCL 0805450
Dear Ladies and/or Gentlemen:

We refer to the above-captioned Letter of Credit (the “Letter of Credit”) issued pursuant
to the Letter of Credit Reimbursement Agreement (as amended from time to time, the
“Reimbursement Agreement”) dated May 13, 2008 between City of Roseville (the “City”) and
Dexia Crédit Local, New York Branch (the “Bank™). Terms used herein and not otherwise
defined herein are used herein as defined in the Letter of Credit. :

In accordance with the Trust Agreement, we hereby instruct you, subsequent to a
payment or redemption of a portion (but less than all) of the Certificates pursuant to the Trust
Agreement, to reduce the Letter of Credit Amount by the aggregate amount of § '

( Dollars), of which (a) an aggregate amount of § (

Dollars) is being reduced with respect to principal of such Certificates and (b) an aggregate

amount of $[ | Dollars} is being reduced with respect to interest on the Certificates.
Very truly yours,

THE BANK OF NEW YORK TRUST COMPAN ‘k,

N.A., as Trustee

By
Name
Title
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EXHIBIT 4A TO THE LETTER OF CREDIT

INSTRUCTIONS TO
TERMINATE OR LIMIT LETTER OF CREDIT

20

Dexia Crédit Local, New York Branch

Re:  Irrevocable Transferable Direct-Pay Letter of Credit No. DCL 0805450

Dear Ladies and/or Gentlemen:

We refer to the above-captioned Letter of Credit (the “Letter of Credit™) issued pursuant
to the Letter of Credit Reimbursement Agreement (as amended from time to time, the
“Reimbursement Agreement”) dated May 13, 2008, between City of Roseville (the “City”) and
Dexia Crédit Local, New York Branch (the “Bank”). Terms used herein and not otherwise
defined herein are used herein as defined in the Letter of Credit.

In accordance with the Trust Agreement, we hereby instruct you to terminate the Letter
of Credit as the principal amount of and interest on all of the Certificates has been paid or
provision for such payment in full shall be deemed to have been made by the deposit of cash or
securities.

Very truly yours,

THE BANK OF NEW YORK TRUST COMPANY,
N.A., as Trustee

By
Name
Title
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EXRBIBIT 4B TO THE LETTER OF CREDIT

INSTRUCTIONS TO
TERMINATE LETTER OF CREDIT

* 20__

Dexia Crédit Local, New York Branch

Re:  Irrevocable Transferable Direct-Pay Letter of Credit No. DCL 0805450
Dear Ladies and/or Gentlemen:

We refer to the above-captioned Letter of Credit (the “Letter of Credit”) issued pursuant
to the Letter of Credit Reimbursement Agreement (as amended from time to time, the
“Reimbursement Agreement”) dated May 13, 2008, between City of Roseville (the “City”) and
Dexia Crédit Local, New York Branch (the “Bank™). Terms used herein and not otherwise
defined herein are used herein as defined in the Letter of Credit.

In accordance with the Trust Agreement, we hereby instruct you to terminate the Letter
of Credit as all of the Certificates have been converted to a Non-Covered Interest Rate and [all
Tendered Certificates have been remarketed] [the Bank has honored the drawing in connection
with the conversion}.

Very truly yours,

THE BANK OF NEW YORK TRUST COMPANY,
N.A., as Trustee

Name
Title

E 16



EXHIBIT 5§ TO THE LETTER OF CREDIT

INSTRUCTION TO TRANSFER

Dexia Crédit Local, New York Branch

Re:  Irmrevocable Transferable Direct-Pay Letter of Credit No. DCL 0805450
Dear Ladies and/or Gentlemen:

For value received, the undersigned beneficiary hereby irrevocably instructs you to
transfer to:

(Name of Transferee)

(Address)

all rights of the undersigned beneficiary to draw under the above-captioned Letter of Credit (the
“Letter of Credit”). The transferee has succeeded the undersigned as Trustee under the Trust
Agreement dated as of May 1, 2008, between The Bank of New York Trust Company, N.A,, as
Trustee, and the Roseville Fmance Authority (the “Authority”).

By this transfer, all rights of the undersigned beneficiary in the Letter of Credit are
transferred to the transferee and the transferee shall hereafter have the sole rights as beneficiary
thereof; provided, however, that no rights shall be deemed to have been transferred to the
transferee until such transfer complies with the requirements of the Letter of Credit pertaining to
transfers.

The Letter of Credit is returned herewith and in accordance therewith we ask that this
transfer be effected. :

Very truly yours,

THE BANK OF NEW YORK TRUST
COMPANY, N.A., as Trustee

Name
Title
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EXHIBIT 6 TO THE LETTER OF CREDIT

TERMINATION EVENT OF DEFAULT NOTICE
ELECTRIC SYSTEM REVENUE
REFUNDING CERTIFICATES OF PARTICIPATION

$90,000,000 . $64,500,000
- SERIES 2008A ' SERIES 2008B
CITY OF ROSEVILLE CITY OF ROSEVILLE

_ The undersigned, a duly authorized officer of Dexia Crédit Local, New York Branch (the
“Bank™) hereby gives notice to The Bank of New York Trust Company, N.A. (the “Trustee”)
with reference to Irrevocable Transferable Direct-Pay Letter of Credit No. DCL 0805450 (the
“Letter of Credit”; any capitalized term used herein and not defined herein shall have its
respective meaning as set forth in the Letter of Credit) issued by the Bank in favor of the Trustee,
that:

The Bank hereby gives notice, pursuant to Section 13(b) of the
Reimbursement Agreement, to the Trustee that an Event of Default has occurred
and is continuing under the Reimbursement Agreement, and that in accordance
with the terms of the Letter of Credit, the Letter of Credit shall automatically
‘terminate on the Expiration Date, which in the case of this Termmatlon Event of
Default Notice shall be the first to occur of (a) the date which is seven (7
calendar. days afier-the Trustee has received this Termination Event of Default
Notice, or (b) the date, following receipt of this Termination Event of Default
Notice, upon which the Trustee has drawn upon the Letter of Credit the amount

. required thereby and as permmed under the Letter of Credit and the proceeds of
' the drawing have been distributed to the Trustee.

. Pursuant to Section 13(b) of the Reimbursement Agreement, the Trustee is
directed to draw on the Letter of Credit and purchase all outstanding Certlﬂcates

IN WITNESS WHEREOQF, the Bank has executed and delivered this Termination Event
of Default Notice as of the ___ day of , 20

DEXIA CREDIT LOCAL, New York Branch

By
Name
‘Title
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EXHIBIT 7 TO THE LETTER OF CREDIT

NOTICE OF VOLUNTARY TERMINATION
ELECTRIC SYSTEM REVENUE
REFUNDING CERTIFICATES OF PARTICIPATION

$90,000,000 $64,500,000
SERIES 2008A SERIES 2008B
CITY OF ROSEVILLE CITY OF ROSEVILLE

In accordance with instructions from an Authorized Representative of the City of
Roseville (the “City”), The Bank of New York Trust Company, N.A. (the “Trustee™) hereby
gives notice to Dexia Crédit Local, New York Branch (the “Bank”), in reference to Irrevocable
Transferable Direct-Pay Letter of Credit No. DCL 0805450 issued by the Bank in favor of the
Trustee (the “Letter of Credit,” any capitalized term used herein and not defined herein shall
have its respective meaning as set forth in the Letter of Credit), that:

(i) the City hereby exercises its right of Voluntary Termination on and
subject to the terms of the Letter of Credit and the Reimbursement Agreement;

(i)  such Voluntary Termination shalt be effective as of
i __, 20_], which is a date not less than ten (10) Business Days
from the date hereof.

IN WITNESS WHEREOQF, the Trustee has executed and delivered this Notice as of the
day of ,20__.

Very truly yours,

THE BANK OF NEW YORK TRUST
COMPANY, N.A,, as Trustee

By
Name
Title
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EXHIBIT 8 TO THE LETTER OF CREDIT

NOTICE OF NON—REI_NSTA_TEMENT
ELECTRIC SYSTEM REVENUE
REFUNDING CERTIFICATES OF PARTICIPATION

$90,000,000 364,500,000
SERIES 2008A SERIES 2008B
CITY OF ROSEVILLE CITY OF ROSEVILLE

The undersigned, a duly authorized officer of Dexia Crédit Local, New York Branch (the
“Bank™) hereby gives notice to The Bank of New York Trust Company, N.A. (the “Trustee™)
with reference to Irrevocable Transferable Direct-Pay Letter of Credit No. DCL 0805450 (the
“Letter of Credit”; any capitalized term used herein and not defined herein shall have its
respective meaning as set forth in the Letter of Credit) issued by the Bank in favor of the Trustee,
that:

The Bank hereby gives notice to the Trustee pursuant to the terms of the
Letter of Credit that, following a drawing under the Letter of Credit to pay
scheduled interest on the Certificates, the amount so drawn shall not be restored to
the amount available to be drawn under the Letter of Credit in respect of payment
of interest on the Certificates (including the portion of the purchase price thereof
representing interest thereon) accrued on or prior to the maturity thereof, because
a previous drawing has been made under the Letter of Credit for which the Bank
has not beén reimbursed in full when due by the City.

IN WITNESS WHEREOF, the Bank has executed and delivered this Notice as of the
__ dayof ,20_.

DEXIA CREDIT LOCAL, New York Branch

By
Name
Title
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EXHIBIT 9 TO THE LETTER OF CREDIT

NOTICE OF RESTORATION
ELECTRIC SYSTEM REVENUE
REFUNDING CERTIFICATES OF PARTICIPATION

$£90,000,000 $64,500,000
SERIES 2008A SERIES 2008B
CITY OF ROSEVILLE CITY OF ROSEVILLE

The undersigned, a duly authorized officer of Dexia Crédit Local, New York Branch (the
“Bank™) hereby gives notice to The Bank of New York Trust Company, N.A. (the “Trustee”)
with reference to Irrevocable Transferable Direct-Pay Letter of Credit No. DCL 0805450 (the
“Letter of Credit”; any capitalized term used herein and not defined herein shall have its
respective meaning as set forth in the Letter of Credit) issued by the Bank in favor of the Trustee,
that:

The Bank hereby gives notice to the Trustee pursuant to the terms of the
Letter of Credit that, following a drawing to pay the purchase price of Eligible
Certificates, the City has repaid such drawing in full to us, in the aggregate
amount of § ( Dollars), of which (a) an aggregate
amount of $ ( Dollars) is being restored with respect
to principal of such Eligible Certificates and (b)an aggregate amount of
] ] Dollars) is being restored with respect to interest on the
Eligible Certificates, and the portion of the purchase price of such Eligible
Certificates allocated to the principal of and accrued interest on such Eligible
Certificates so drawn is hereby restored to the amount of principal and interest,
respectively, available to be drawn hereunder.

IN WITNESS WHEREOQF, the Bank has executed and delivered this Notice as of the
___dayof ,20 .

DEXIA CREDIT LOCAL, New York Branch

By
Name
Title
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APPENDIX F

DTC AND THE BOOK-ENTRY ONLY SYSTEM

The following description of the Depository Trust Company (“DTC’), the procedures and
record keeping with respect fo beneficial ownership interests in the Cerlificates, payment of
principal, interest -and other payments on the Cerlificates to DTC Participants or Beneficial
Owners, confirmation and transfer of beneficial ownership interest in the Certificates and other
related transactions by and between DTC, the DTC Participants and the Beneficial Owners is
based solely on information provided by DTC. Accordingly, no representations can be made
concerning these matters and neither the DTC Participants nor the Beneficial Owners should
rely on the foregoing information with respect to such matters, but should instead confirm the
same with DTC or the DTC Participants, as the case may be.

Neither the issuer of the Certificates (the “Issuer’) nor the trustee, fiscal agent or paying
agent appointed with respect to the Cerlificates (the “Agent’) take any responsibility for the
information contained in this Appendix. :

No assurances can be given that DTC, DTC Participants or Indirect Participants will
distribute to the Beneficial Owners (a) payments of interest, principal or premium, if any, with
respect to the Certificates, (b) certificates representing ownership interest in or other
confirmation or ownership interest in the Certificates, or (¢) redemption or other notices sent fo
DTC or Cede & Co., its nominee, as the registered owner of the Cerlificates, or that they will so
do on a timely basis, or that DTC, DTC Participants or DTC Indirect Participants will act in the
manner described in this Appendix. The current "Rules" applicable to DTC are on file with the
Securities and Exchange Commission and the current "Procedures” of DTC to be followed in
dealing with DTC Participants are on file with DTC.

1. The Depository Trust Company (“‘DTC"), New York, NY, will act as securities
depository for the securities (the “Securities”). The Securities will be issued as fully-registered
securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other
name as may be requested by an authorized representative of DTC. One fully-registered
Security certificate will be issued for each issue of the Securities, each in the aggregate
principal amount of such issue, and will be deposited with DTC. If, however, the aggregate
principal amount of any issue exceeds $500 million, one certificate will be issued with respect to
each $500 million of principal amount, and an additional certificate will be issued W|th respect to
any remaining prlnc:lpal amount of such issue.

2. DTC, the world’s largest securities depository, is a limited-purpose trust company
crganized under the New York Banking Law, a "banking organization” within the meaning of the
New York Banking Law, a member of the Federal Reserve System, a “clearing corporation”
within the meaning of the New York Uniform Commercial Code, and a “clearing agency”
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934,
DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity
issues, corporate and municipal debt issues, and money market instruments (from over 100
countries) that DTC’s participants (“Direct Participants”) deposit with DTC. DTC also facilitates
the post-trade settlement among Direct Participants of sales and other securities transactions in
deposited securities, through electronic computerized book-entry transfers and. pledges
between Direct Participants’ accounts. This eliminates the need for physical movement of
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and
dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is
a wholly-owned subsidiary of The Depository Trust & Clearing Corporation ("DTCC"). DTCC is
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the holding company for DTC, National Securities Clearing Corporation and Fixed Income
Clearing Coarporation, all of which are registered clearing agencies. DTCC is owned by the users
of its regulated subsidiaries. Access to the DTC system is also available to others such as both
U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing
corporations that clear through or maintain a custodial relationship with a Direct Participant,
either directly or indirectly (“Indirect Participants”). DTC has Standard & Poor's highest rating:
AAA. The DTC Rules applicable to its Participants are on file with the Securities and Exchange
Commission. More information about DTC can be found at www.dtcc.com.and www.dtc.org.
The information contained on this Internet site is not incorporated herein by reference.

3. Purchases of Securities under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Securities on DTC's records. The ownership
interest of each actual purchaser of each Security (“Beneficial Owner™} is in turn to be recorded
on the Direct and Indirect Participants’ records. Beneficial Owners will not receive written
confirmation from DTC of their purchase. Beneficial Owners are, however, expected to receive
written confirmations providing details of the transaction, as well as periodic statements of their
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into
the transaction. Transfers of ownership interests in the Securities 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
Securities, except- in the event that use of the book-entry system for the Securities is
discontinued.

4. To facilitate subsequent transfers, all Securities deposited by Direct Participants with
DTC are registered in the name of DTC's partnership nominee, Cede & Co., or such other name
as may be requested by an authorized representative of DTC. The deposit of Securities with
DTC and their registration in the name of Cede & Co. or such other DTC nominee do not effect
any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of
the Securities; 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.

5. Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or
regulatory requirements as may be in effect from time to time. Beneficial Owners of Securities
may wish to take certain steps to augment the transmission to them of notices of significant
events with respect to the Securities, such as redemptions, tenders, defaults, and proposed
amendments to the Security documents For example, Beneficial Owners of Securities may
wish to ascertain that the nominee holding the Securities for their benefit has agreed to obtain
and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may wish to
provide their names and addresses to the registrar and request that copies of notices be
provided directly to them.

6. Redemption notices shall bé sent to DTC. if less than all of the Securities within an
issue are being redeemed, DTC’s practice is to determine by lot the amount of the interest of
each Direct Participant in such issue to be redeemed.

7. Neither-DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with

respect to Securities unless authorized by a Direct Participant in accordance with DTC’s MMI
Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to Issuer as soon as
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possible after the record date. The Omnibus Proxy assigns Cede & Co.'s consenting or voting
rights to those Direct Participants to whose accounts Securities are credited on the record date
(identified in a listing attached to the Omnibus Proxy).

8. Redemption proceeds, distributions, and dividend payments on the Securities will be
made to Cede & Co., or such other nominee as may be requested by an authorized
representative of DTC. DTC’s practice is to credit Direct Participants’ accounts upon DTC’s
receipt of funds and corresponding detail information from Issuer or Agent, 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 DTC, Agent, or Issuer,
subject to any statutory or regulatory requirements as may be in effect from time to time.
Payment of redemption proceeds, distributions, and dividend payments toc Cede & Co. (or such
other nominee as may be requested by an authorized representative of DTC) is the
responsibility of Issuer or Agent, disbursement of such payments to Direct Participants will be
the responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be
the responsibility of Direct and Indirect Participants.

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

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

11. The information in this section concerning DTC and DTC's book-entry system has

been obtained from sources that Issuer believes to be reliable, but Issuer takes no responsibility
for the accuracy thereof.
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