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No dealer, broker, salesman, or other person has been authorized by the Underwriter, the City or the
Paying Agent to give any information or to make representations, other than those contained herein, and,
if given or made, such other information or representations must not be relied upon as having been
authorized by any of the foregoing.

This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall
there be any sale of the Bonds by a person in any jurisdiction in which such offer, solicitation or sale
would be unlawful prior to registration or qualification under the securities laws of such jurisdiction. This
Official Statement is not to be construed as a contract with the purchasers or any of the owners of Bonds.
Any statement made in this Official Statement involving estimates, forecasts or matters of opinion,
whether or not expressly so stated, are intended solely as such and not as representations of fact.

The Underwriter has provided the following sentence for inclusion in this Official Statement. The
Underwriter has reviewed the information in this Official Statement in accordance with, and as part of, its
responsibilities to, investors under the federal securities laws as applied to the facts and circumstances of
this transaction, but the Underwriter does not guarantee the accuracy or completeness of such
information. The information set forth herein has been furnished by the City, The Depository Trust
Company, the Insurer and other sources which are believed to be reliable, but is not guaranteed as to
accuracy or completeness. The information and expressions of opinion herein are subject to change
without notice; and neither the delivery of this Official Statement nor any sale made hereunder shall,
under any circumstances, create any implication that there has been no change in the affairs of the City
since the date hereof. The information set forth in this Official Statement is not guaranteed as to accuracy
or completeness by the Underwriter, and this Official Statement is not to be construed as a representation
by the Underwriter.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE BONDS AT
A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH
STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME. THE
UNDERWRITER MAY OFFER AND SELL THE BONDS TO CERTAIN DEALERS,
INSTITUTIONAL INVESTORS AND OTHERS AT PRICES LOWER THAN THE PUBLIC
OFFERING PRICES STATED ON THE COVER PAGE HEREOF AND SUCH PUBLIC OFFERING
PRICES MAY BE CHANGED FROM TIME TO TIME BY THE UNDERWRITER.
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$20,000,000
CITY OF RIVERSIDE
Riverside County, California
Election of 2003 General Obligation Bonds, Series 2004

INTRODUCTION

This Official Statement, which includes the cover page and appendices hereto, provides
information in connection with the sale of City of Riverside, Riverside County, California,
Election of 2003 General Obligation Bonds, Series 2004, in the aggregate principal amount of
$20,000,000 (the "Bonds").

This Introduction is not a summary of this Official Statement. It is only a brief description
of and guide to, and is qualified by, more complete and detailed information contained in
the entire Official Statement, including the cover page and appendices hereto, and the
documents summarized or described herein. A full review should be made of the entire
Official Statement. The offering of the Bonds to potential investors is made only by means
of the entire Official Statement.

The City

The City of Riverside (the "City") is located in Riverside County, California, about 60 miles east
of downtown Los Angeles. The territory of the City encompasses approximately 85.6 square
miles. The population of the City on January 1, 2003, was approximately 274,100 persons.

Sources of Payment for the Bonds

The Bonds represent general obligations of the City payable from ad valorem property taxes
levied and collected by the County of Riverside (the “County”). The City has covenanted to
direct the County and the County is obligated to annually levy ad valorem taxes for the payment
of the Bonds and the interest thereon upon all property within the City subject to taxation by the
City, at a rate or amount which will not exceed $12 per $100,000 of assessed value (except with
respect to certain personal property which is taxable at limited rates). See “THE BONDS --
Security” herein. If and to the extent the amount of such ad valorem taxes so collected is
insufficient to pay debt service on the Bonds, the City shall be obligated to use any other moneys
lawfully available therefor to pay such debt service.

Measure G, which was submitted to the voters of the City in the November 4, 2003 general
election, asked the voters whether the City should be authorized to incur bonded
indebtedness in an amount not to exceed $20,000,000 to be repaid from ad valorem taxes
levied annually at a rate which shall not exceed $12 per $100,000 of the full cash value (i.e.,
assessed value) of property. The rate of the ad valorem tax that will be levied annually to
pay debt service on the Bonds may not, therefore, exceed $12 per $100,000 of the assessed
value of property.




Purpose of Issue

The net proceeds of the Bonds will be used to finance the costs to replace outdated and
substandard fire stations to improve emergency services and response times, upgrade training
facilities and construct an emergency operations center to manage major disasters.

Description of the Bonds

Registration. The Bonds will be issued in fully registered form only, registered in the name of
Cede & Co. as nominee of The Depository Trust Company, New York, New York ("DTC"), and
will be available to actual purchasers of the Bonds (the "Beneficial Owners") in the
denominations set forth on the inside cover page hereof, under the book-entry system maintained
by DTC only through brokers and dealers who are or act through DTC Participants as described
herein. Beneficial Owners will not be entitled to receive physical delivery of the Bonds. See
"THE BONDS -- Book-Entry-Only System." In the event that the book-entry system described
below is no longer used with respect to the Bonds, the Bonds will be registered in accordance
with the Resolution described herein. See "THE BONDS -- Registration, Transfer and Exchange
of The Bonds."

Denominations. Individual purchases of interests in the Bonds will be available to purchasers of the
Bonds in the denominations of $5,000 each or any integral part thereof.

Optional Redemption. The Bonds maturing on or after August 1, 2015, may be redeemed prior
to maturity at the option of the City, in whole or in part on any interest payment date beginning
on August 1, 2014, at a redemption price equal to the principal amount of the Bonds to be
redeemed, plus accrued interest to the date of redemption. See "THE BONDS -- Optional
Redemption" herein.

Payments. Interest on the Bonds accrues from June 1, 2004, and is payable semiannually on
each February 1 and August 1, commencing February 1, 2005. Principal of the Bonds is payable
on August 1, commencing August 1, 2005, in the amounts and years set forth on the cover page
hereof.

Tax Matters

In the opinion of Best Best & Krieger LLP, Riverside, California, Bond Counsel, subject,
however to certain qualifications described herein, under existing law, the interest on the Bonds
is excluded from gross income for federal income tax purposes, such interest is not an item of tax
preference for purposes of the federal alternative minimum tax imposed on individuals and
corporations, although for the purpose of computing the alternative minimum tax imposed on
certain corporations, such interest is taken into account in determining certain income and
earnings. In the further opinion of Bond Counsel, such interest is exempt from California
personal income taxes. See “LEGAL MATTERS - Tax Matters” herein.

Authority for Issuance of the Bonds

The Bonds are issued pursuant to certain provisions Government Code of the State of California
and pursuant to a resolution adopted by the City Council on May 18, 2004 and a Paying Agent
Agreement (as defined herein). See "THE BONDS - Authority for Issuance” herein.
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Offering and Delivery of the Bonds

The Bonds are offered when, as and if issued, subject to approval as to the legality by Bond
Counsel. It is anticipated that the Bonds will be available for delivery through DTC in New
York, New York on or about June 24, 2004.

Continuing Disclosure

The City will covenant for the benefit of the Bond owners to make available certain financial
information and operating data relating to the City and to provide notices of the occurrence of
certain enumerated events, if material, in compliance with S.E.C. Rule 15¢2-12(b)(5). The
specific nature of the information to be made available and of the notices of material events is
summarized below under the caption “LEGAL MATTERS - Continuing Disclosure” and
“APPENDIX D - Form of Continuing Disclosure Certificate.”

Other Information

This Official Statement speaks only as of its date, and the information contained herein is subject
to change. Copies of documents referred to herein and information concerning the Bonds are
available from the City Clerk of the City of Riverside, 3900 Main Street, 7t Floor, Riverside,
California 92522, (909) 826-5557. The City may impose a charge for copying, mailing and
handling.

This Official Statement is not to be construed as a contract with the purchasers of the Bonds.
Statements contained in this Official Statement which involve estimates, forecasts or matters of
opinion, whether or not expressly so described herein, are intended solely as such and are not to
be construed as representations of fact. The summaries and references to documents, statutes
and constitutional provisions referred to herein do not purport to be comprehensive or definitive,
and are qualified in their entireties by reference to each of such documents, statutes and
constitutional provisions.

The information set forth herein has been obtained from official sources which are believed to be
reliable but it is not guaranteed as to accuracy or completeness, and is not to be construed as a
representation by the City. The information and expressions of opinions herein are subject to
change without notice and neither delivery of this Official Statement nor any sale made
hereunder shall, under any circumstances, create any implication that there has been no change
in the affairs of the City since the date hereof. This Official Statement is submitted in
connection with the sale of the Bonds referred to herein and may not be reproduced or used, in
whole or in part, for any other purpose.



THE PROJECT PLAN

Purpose of Issue

The Fire Improvement Projects. The net proceeds of the Bonds will provide funding to replace
three or four fire stations with new modern stations, replace an outdated training tower and burn
building, construct new classroom facilities at the City’s current training center and construct a
citywide Emergency Operations Center (the “Projects”). These Projects will require the
acquisition of two new properties. The City currently owns a site for one of the proposed
stations.

The City anticipates that a new 14,000 square feet fire station will replace the downtown fire
station and the remaining two or three of the new fire stations will be approximately 8,000
square feet in size. The training center will be incorporated into the City Emergency Operations
Center and will be approximately 12,000 square feet. It will serve all City departments in the
event of an emergency. All of these facilities will be built to “essential facilities” standards and
meet the American with Disabilities Act requirements.

The Fire Department currently utilizes an outdated training facility located at the City
Corporation Yard. The City intends to use a portion of Bond proceeds to modernize the training
tower and replace a burn building that allows for live fire simulation.

Sources and Uses of Funds

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

Sources of Funds

Principal Amount of Bonds $20,000,000.00
Accrued Interest (1) 57,028.50
Original Issue Premium 285,021.85
Total Sources $20,342,050.35
Uses of Funds
Construction Fund $19,887,884.00
Bond Fund (2) 151,827.45
Costs of Issuance Fund (3) 112,116.00
Underwriter’s Discount (4) 190,222.90
Total Uses $20,342,050.35

(1) Accrued interest on the Bonds from June 1, 2004, to the date of delivery of the Bonds.

(2) Sum of accrued interest and net original issue premium to be deposited in the Bond Fund.

(3) Includes bond counsel fees, financial advisor fees, rating fees, printing expenses and other costs of issuance
with respect to the Bonds.

(4) Underwriter’s compensation comes entirely from original issue premium. It includes payment of $49,750.00
XL Capital Assurance bond insurance premium.



THE BONDS

Authority for Issuance

The Bonds are issued pursuant to the provisions of Chapter 4 (commencing with section 43600)
of Division 4 of Title 4 of the California Government Code and Article 3.7 of Chapter 4
(commencing with section 53720) of Part 1 of Division 2 of Title 5 of the California
Government Code (the "Act") and other applicable law, and pursuant to a resolution adopted by
the City Council on May 18, 2004, and a paying agent agreement between U.S. Bank National
Association, Los Angeles, California (the "Paying Agent"), and the City dated as of June 1, 2004
(the "Paying Agent Agreement").

The City received authorization at an election held on November 4, 2003, by an affirmative vote
of 70.87% of the votes cast within the City to issue $20,000,000 of general obligation bonds (the
"Authorization").

Security

The Bonds are general obligations of the City. The City has the power, is obligated and has
covenanted to direct the County to levy ad valorem taxes upon all property within the City subject to
taxation at a rate or amount not to exceed $12 per $100,000 of assessed value (except certain
personal property which is taxable at limited rates) for the payment of the Bonds and the interest
thereon. The County will levy and collect such ad valorem taxes in such amounts (not to exceed
$12 per $100,000 of assessed value) and at such times as is necessary to ensure the timely payment
of debt service. Such taxes, when collected, will be deposited into the Bond Fund for the Bonds (the
“Debt Service Fund”), which is maintained by the City and which is irrevocably pledged for the
payment of principal of and interest on the Bonds when due. If and to the extent the amount of such
ad valorem taxes so collected is insufficient to pay debt service on the Bonds, the City is obligated to
use any other moneys lawfully available therefor to pay such debt service.

The amount of the annual ad valorem tax levied by the City to repay the Bonds will be
determined by the relationship between the assessed valuation of taxable property in the City and
the amount of debt service due on the Bonds in any year. Variations in the annual debt service
on the Bonds and the assessed value of taxable property in the City may cause the annual tax rate
to fluctuate. Economic and other factors beyond the City's control, such as general market
decline in land values, reclassification of property to a class exempt from taxation, whether by
ownership or use (such as exemptions for property owned by the state of California (the “State™)
and local agencies and property used for qualified educational, hospital, charitable or religious
purposes), or the complete or partial destruction of taxable property caused by a natural or
manmade disaster, such as earthquake, flood, or toxic contamination, could cause a reduction in
the assessed value of taxable property within the City and necessitate a corresponding increase in
the annual tax rate. For further information regarding the City’s assessed valuation, tax rates,
overlapping debt, and other matters concerning taxation, see “TAX BASE FOR THE
REPAYMENT OF THE BONDS” herein.



Tax Rate Limitation

Measure G, which was submitted to the voters of the City in the November 4, 2003 general
election, asked the voters whether the City should be authorized to incur bonded indebtedness in
an amount not to exceed $20,000,000 to be repaid from ad valorem taxes levied annually at a
rate which shall not exceed $12 per $100,000 of the full cash value (i.e., assessed value) of
property. The rate of the ad valorem tax that will be levied annually to pay debt service on the
Bonds may not, therefore, exceed $12 per $100,000 of the assessed value of property.

Description of the Bonds

The Bonds will be issued in book-entry form only and will be initially issued and registered in
the name of Cede & Co. Purchasers will not receive certificates representing their interest in the
Bonds.

Interest with respect to the Bonds accrues from June 1, 2004, and is payable semiannually on
February 1 and August 1 of each year (the "Interest Payment Dates"), commencing February 1,
2005. Each Bond shall bear interest from the Interest Payment Date next preceding the date of
registration and authentication thereof unless (i) it is authenticated as of an Interest Payment
Date, in which event it shall bear interest from such date, or (ii) it is authenticated prior to a
Interest Payment Date and after the close of business on the fifteenth day of the month preceding
such Interest Payment Date, in which event it shall bear interest from such Interest Payment
Date, or (iii) it is authenticated on or prior to January 15, 2005, in which event it shall bear
interest from the date of original issuance and authentication of the bonds; provided, however,
that if at the time of registration and authentication of a Bond, interest is in default thereon, such
Bond shall bear interest from the Interest Payment Date to which interest has previously been
paid or made available for payment thereon.

The Bonds shall be issued in the denomination of $5,000 each or any integral multiple thereof. The
Bonds mature on August 1, in the years and amounts set forth on the inside front cover page hereof.
See the maturity schedule on the inside front cover page hereof and "DEBT SERVICE
SCHEDULE."

Interest on the Bonds shall be calculated on the basis of a 360-day year comprised of twelve 30-
day months.

Payment

Interest on the Bonds (including the final interest payment upon maturity or early redemption) is
payable by check of the Paying Agent mailed on the applicable Interest Payment Date to the
owner thereof at such owner's address as it appears on the Bond Register maintained by the
Paying Agent at the close of business on the fifteenth day of the month preceding the Interest
Payment Date, or at such other address as the owner may have filed with the Paying Agent for
that purpose. An owner of $1,000,000 or more aggregate principal amount of Bonds, or the
owner of all of the Bonds at the time outstanding, shall, at his or her option, receive payment of
interest by wire transfer to an account in the United States of America designated by such owner
to the Paying Agent no later than the fifteenth day of the month immediately preceding the
applicable Interest Payment Date. Principal of the Bonds is payable in lawful money of the
United States of America at the principal office of the Paying Agent in Los Angeles, California.
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Optional Redemption

The Bonds maturing on or before August 1, 2015, are not subject to redemption prior to their
respective maturity dates. The Bonds maturing on or after August 1, 2014, are subject to
redemption prior to their stated maturity dates in whole, or in part on any Interest Payment Date,
commencing on August 1, 2014, by lot among maturities, in a manner determined by the City, at
a redemption price equal to the principal amount of the Bonds to be redeemed, plus accrued
interest to the date ofredemption, without premium.

Redemption Procedure

The Paying Agent shall cause notice of any redemption to be mailed, first class mail, postage
prepaid, at least 30 days but not more than 60 days prior to the date fixed for redemption, to the
respective Owners of any Bonds designated for redemption, at their addresses appearing on the
Bond registration books held by the Paying Agent; but such mailing shall not be a condition
precedent to such redemption and failure to mail or to receive any such notice shall not affect the
validity of the proceedings for the redemption of such Bonds.

Such notice of redemption shall (a) specify the numbers of the Bonds selected for redemption,
except that where all the Bonds are subject to redemption, or all the Bonds of one maturity are to be
redeemed, the numbers thereof need not be specified; (b) state the date fixed for redemption; (c)
state the redemption price; (d) state the place or places where the Bonds are to be redeemed; (¢) in
the case of Bonds to be redeemed only in part, state the portion of the Bond which is to be redeemed;
(f) state the CUSIP numbers of the Bonds to be redeemed; and (g) state the maturity date of the
Bonds to be redeemed in whole or in part. Such notice shall further state that on the date fixed for
redemption there shall become due and payable on each Bond, or portion thereof called for
redemption, the principal thereof, together with any premium, and interest accrued to the redemption
date, and that from and after such date, interest thereon shall cease to accrue and be payable.

Partial Redemption of Bonds

Upon surrender of Bonds redeemed in part only, the City shall execute and the Paying Agent
shall authenticate and deliver to the Owner, at the expense of the City, a new Bond or Bonds, of
the same maturity, of authorized denominations in aggregate principal amount equal to the
unredeemed portion of the Bond or Bonds.

Effect of Redemption of Bonds

From and after the date fixed for redemption, if notice of such redemption shall have been duly
given and funds available for the payment of the principal of and interest (and premium, if any)
on the Bonds so called for redemption shall have been duly provided, such Bonds so called shall
cease to be entitled to any benefit under the Resolution other than the right to receive payment of
the redemption price, and no interest shall accrue thereon on or after the redemption date
specified in such notice.

Defeasance

The City shall have the option to pay and discharge the entire indebtedness on all or any portion
of the outstanding Bonds in any one or more of the following ways:
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(a) by paying or causing to be paid the principal of, and interest and any premium on,
such outstanding Bonds, as and when the same become due and payable;

(b) by depositing with the Paying Agent or an escrow agent, in trust, at or before
maturity, money which, together with, in the event of a discharge of all of the
Bonds, the amounts then on deposit in the funds and accounts provided for in the
Paying Agent Agreement is fully sufficient to pay such outstanding Bonds,
including all principal, interest and redemption premiums (if any); or

(©) by irrevocably depositing with the Paying Agent or an escrow agent, in trust, cash
and Federal Securities (as defined below) in such amount as the City shall
determine as confirmed by an independent certified public accountant will, together
with the interest to accrue thereon and, in the event of a discharge of all of the
Bonds, moneys then on deposit in the fund and accounts provided for in the
Resolution, be fully sufficient to pay and discharge the indebtedness on such Bonds
(including all principaland interest) at or before their respective maturity dates.

If the City shall have taken any of the actions specified in (a), (b) or (c) above, and if such Bonds
are to be redeemed prior to the maturity, thereof notice of such redemption shall have been given
as in the Resolution provided or provision satisfactory to the Paying Agent shall have been made
for the giving of such notice, then, at the election of the City, and notwithstanding that any
Bonds shall not have been surrendered for payment, the pledge of the funds and moneys
provided for in the Resolution and all obligations of the City under the Resolution with respect to
such outstanding Bonds shall cease and terminate. Notwithstanding the foregoing, the obligation
of the City to pay or cause to be paid to the owners of the Bonds not so surrendered and paid all
sums due thereon and all amounts owing to the Paying Agent shall continue in any event.

Upon compliance by the City with the foregoing with respect to all Bonds outstanding, any funds
held by the Paying Agent after payment of all fees and expenses of the Paying Agent, which are
not required for the purposes of the preceding paragraph, shall be paid over to the City.

"Federal Securities" means United States Treasury notes, bonds, bills or certificates of
indebtedness or those for which the faith and credit of the United States are pledged for the
payment of principal and interest.

Registration, Transfer and Exchange of Bonds

The Paying Agent shall keep or cause to be kept sufficient books for the registration and transfer
of the Bonds (the "Bond Register"), which shall at all times be open to inspection by the City
upon reasonable notice; and, upon presentation for such purpose, the Paying Agent shall, under
such reasonable regulations as it may prescribe, register or transfer or cause to be registered or
transferred, on said books, the Bonds.

In the event that the book-entry system as described above is no longer used with respect to the
Bonds, the following provisions will govern the registration, transfer, and exchange of the
Bonds.

Any Bond may, in accordance with its terms, be transferred, upon the books required to be kept
by the Paying Agent, by the person in whose name it is registered, in person or by his duly
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authorized attorney, upon surrender of such Bond for cancellation at the principal office of the
Paying Agent, accompanied by delivery of a written instrument of transfer in a form approved by
the Paying Agent, duly executed. The Paying Agent shall require the payment by the owner
requesting such transfer of any tax or other governmental charge required to be paid with respect
to such transfer.

Whenever any Bond or Bonds shall be surrendered for transfer, the City shall execute and the
Paying Agent shall authenticate and deliver a new Bond or Bonds, in the same aggregate
principal amount.

No transfers of Bonds shall be required to be made (a) fifteen days prior to the date established
by the Paying Agent for selection of Bonds for redemption or (b) with respect to a Bond after
such Bond has been selected for redemption.

Bonds may be exchanged at the principal office of the Paying Agent in Los Angeles, California,
for a like aggregate principal amount of Bonds of authorized denominations and of the same
maturity. The Paying Agent shall require the payment by the owner requesting such exchange of
any tax or other governmental charge required to be paid with respect to such exchange.

No exchanges of Bonds shall be required to be made (a) fifteen days prior to the date established
by the Paying Agent for selection of Bonds for redemption or (b) with respect to a Bond after
such Bond has been selected for redemption.

Application of Proceeds of Bonds

Construction Fund. The proceeds from the sale of the Bonds, to the extent of the principal
amount thereof, shall be paid to the City to the credit of the "Construction Fund", which shall be
established as a separate fund held by the Treasurer.

Money in the Construction Fund shall be held by the City and disbursed for the payment or
reimbursement of the costs of the design, acquisition and construction of the Projects. If, upon
completion of the Projects, amounts remain in the Construction Fund, the Treasurer shall transfer
such amounts to the Bond Fund. At such time that no amounts remain on deposit in the
Construction Fund, the Treasurer shall close the Construction Fund. Amounts on deposit in the
Construction Fund may be invested in Authorized Investments (as defined below) and earnings
on such investments shall be retained in the Construction Fund.

Bond Fund. The City shall establish the “Bond Fund”, which shall be established as a separate
fund to be held by the Treasurer. The Treasurer shall deposit into the Bond Fund all amounts
received by the City from the County of Riverside resulting from the levy of taxes on property
within the City, for the payment of Debt Service and other moneys which are necessary for the
payment of Debt Service on each Interest Payment Date as provided in the Resolution.
Additionally, the City shall deposit in the Bond Fund an amount representing accrued interest on
the Bonds from June 1, 2004 to the Closing Date. Amounts on deposit in the Bond Fund may be
invested in Authorized Investments and earnings on such investments shall be credited to such
fund.

All moneys in the Bond Fund shall be used and withdrawn by the Treasurer solely for the
purpose of paying the principal of and interest on the Bonds as the same shall become due and
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payable. On or before each Interest Payment Date, the Treasurer shall transfer from the Bond
Fund to the Paying Agent the amount necessary for the payment of interest and principal, if any,
of the Bonds on the next succeeding Interest Payment Date.

Bond Service Fund. The Paying Agent shall establish as a separate fund the “Bond Service
Fund”. All moneys received by the Paying Agent from the City as a transfer from the Bond
Fund shall be deposited into the Bond Service Fund. The moneys on deposit in the Bond Service
Fund shall be used solely to pay principal and interest on the Bonds when due. The funds in the
Bond Service Fund shall be invested in a money market fund (including any fund for which the
Paying Agent or any of its affiliates maintains or acts as sponsor or advisor) assigned a rating of
Aaa by Moody’s and AAA by S&P and Fitch. Investment earnings on amounts on deposit in the
Bond Service Fund shall be retained therein.

Investment of Bond Proceeds. Amounts on deposit in the Cost of Issuance Fund, the
Construction Fund and the Bond Fund shall, whenever practicable, be invested in Permitted
Investments. Pursuant to the Resolution, Permitted Investments means any investments
permitted by law to be made with any moneys belonging to, or in custody of, the City. The City
is authorized by State statutes and City Council policy to invest in the following:

(1) Securities of the U.S. Government or its agencies;
(2) Time certificates of deposit;

(3) Bankers acceptances;

(4) Commercial paper;

(5) California Local Agency Investment Fund deposits;
(6) Passbook savings account demand deposits;

(7) Repurchase agreements;

(8) Medium Term Notes (MTNs);

The City Treasurer manages the City of Riverside’s Investment Portfolio. Cash not required for
current operations is pooled and invested in accordance with City Council policy, which adheres
to the “Prudent Man Rule” (California Civil Code 2261, ET SEQ.) The City may invest the
proceeds of the Bonds in the Local Agency Investment Fund (“LAIF”) which is managed by the
California State Treasurer for local government agencies, however, the City is also considering
the investment of Bond proceeds in a guaranteed investment contract held by a third party
trustee.

Paying Agent

U.S. Bank National Association located in Los Angeles, California, will act as the registrar,
transfer agent, and paying agent for the Bonds. As long as DTC's book-entry method is used for
the Bonds, the Paying Agent will send any notice of redemption or other notices to owners only
to DTC. Any failure of DTC to advise any DTC Participant, or of any DTC Participant to notify
any Beneficial Owner, of any such notice and its content or effect will not affect the validity or
sufficiency of the proceedings relating to the prepayment of the Bonds called for prepayment or
of any other action premised on such notice.

The Paying Agent, the City, and the Underwriter ¢t the Bonds have no responsibility or liability
for any aspects of the records relating to or payments made on account of beneficial ownership,
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or for maintaining, supervising or reviewing any records relating to beneficial ownership, of
interests in the Bonds.

In the event that either (i) DTC determines not to continue to act as securities depository for the
Bonds, or (ii) the City determines to terminate DTC as a securities depository for the Bonds, then
the City will discontinue the book-entry system with DTC. If the City fails to identify another
securities depository to replace DTC, then the Bonds shall no longer be required to be registered
in the Bond Register (as defined herein) in the name of DTC, but shall be registered in whatever
name or names the owners transferring or exchanging Bonds shall designate, in accordance with
the provisions of the Paying Agent Agreement.

Debt Service Schedule

The following table shows the debt service schedule with respect to the Bonds (assuming no
optional redemptions).

Year Ending Annual Principal Annual Interest Total Annual
August 1 Payment (1) Payment Debt Service
2005 $410,000.00 $1,041,390.00 $1,451,390.00
2006 515,000.00 880,320.00 1,395,320.00
2007 545,000.00 864,870.00 1,409,870.00
2008 590,000.00 848,520.00 1,438,520.00
2009 625,000.00 830,820.00 1,455,820.00
2010 675,000.00 807,382.00 1,482,382.50
2011 725,000.00 780,382.50 1,505,382.50
2012 780,000.00 751,382.50 1,531,382.50
2013 840,000.00 722,132.50 1,562,132.50
2014 900,000.00 689,372.50 1,589,372.50
2015 965,000.00 653,372.50 1,618,372.50
2016 1,040,000.00 614,772.50 1,654,772.50
2017 1,110,000.00 569,272.50 1,679,272.50
2018 1,195,000.00 519,322.50 1,714,322.50
2019 1,290,000.00 465,547.50 1,755,547.50
2020 1,380,000.00 405,885.00 1,785,885.00
2021 1,475,000.00 341,025.00 1,816,025.00
2022 1,560,000.00 271,700.00 1,831,700.00
2023 1,640,000.00 185,900.00 1,825,900.00
2024 1,740,000.00 95,700.00 1,835,700.00
TOTAL $20,000,000.00 $12,339,070.00 $32,339,070.00

(1) Interest payments on the Bonds will be made semiannually on February 1 and August 1 of each year,
commencing February 1, 2005, through and including August 1, 2024.
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CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING
CITY REVENUES AND APPROPRIATIONS

Principal of and interest on the Bonds are payable from the proceeds of an ad valorem tax levied
by the City. (See “THE BONDS - Security” herein.) Articles XIIIA, XIIIB, XIIIC and XIIID of
the Constitution, Propositions 62, 98, 111, and 218, and certain other provisions of law
discussed below, are included in this section to describe the potential effect of these
Constitutional and statutory measures on the ability of the City to levy taxes and spend tax
proceeds for operating and other purposes, and it should not be inferred from the inclusion of
such materials that these laws impose any limitation on the ability of the City to levy taxes for
payment of the Bonds. The tax levied by the City for payment of the Bonds was approved by the
City’s voters in compliance with Article XIIIA and all applicable laws.

Article XIXIA of the California Constitution

On June 6, 1978, California voters approved Proposition 13, which added Article XIIIA to the
California Constitution ("Article XIIIA"). Article XIIIA, as amended, limits the amount of any
ad valorem taxes on real property to 1% of the "full cash value", and provides that such tax shall
be collected by the counties and apportioned according to State law. Section 1(b) of Article
XIIIA provides that the 1% limitation does not apply to ad valorem taxes levied to pay interest
and redemption charges on (i) indebtedness approved by the voters prior to July 1, 1978, or (ii)
bonded indebtedness for the acquisition of improvement of real property approved on or after
July 1, 1978, by two-thirds or more of the votes cast on the proposition, or (iii) bonded
indebtedness incurred by a school district or community college district for the construction,
reconstruction, rehabilitation or replacement of school facilities or the acquisition or lease of real
property for school facilities, approved by 55% or more of the voters of the district, but only if
certain accountability measures are included in the proposition. The tax for payment of the
Bonds falls within the exception for bonds approved by a two-thirds vote.

Article XIIIA defines full cash value to mean "the county assessor's valuation of real property as
shown on the 1975-76 tax bill under 'full cash value,' or thereafter, the appraised value of real
property when purchased, newly constructed, or a change in ownership has occurred after the
1975 assessment." This full cash value may be increased at a rate not to exceed 2% per year
until new construction or a change of ownership occurs. Article XIIIA has subsequently been
amended to permit reduction of "full cash value" in the event of declining property values caused
by substantial damage, destruction or other factors, to provide that there would be no increase in
"full cash value” in the event of reconstruction of property damaged or destroyed in a disaster,
and in various other minor or technical ways.

County of Orange v. Orange County Assessment Appeals Board No. 3. In a Minute Order
issued on November 2, 2001, in County of Orange v. Orange County Assessment Appeals Board
No. 3, Case No. 00CC03385, the Orange County Superior Court held that the Orange County
assessor violated the 2% annual inflation adjustment provision of Article XIIIA when the
assessor tried to “recapture” the taxable value of a single family residential property by
increasing its assessed value by approximately 4% in a single year. The assessor had not
increased the assessed value of the property during a year in which the market value of the
property was determined by the assessor to have declined below its taxable value pursuant to
Article XIIIA. In the following
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year, the assessor established the taxable value of the property by determining that its then-
current market value was greater than if the 2% annual inflation adjustment had been applied in
the previous year. The assessor enrolled the property at a taxable value that recaptured the
foregone 2% inflation adjustment from the previous year, resulting in a one-year increase of
approximately 4%. The assessors in most California countries use a similar methodology in
raising the taxable values of certain property beyond 2% in a single year. Similar actions have
been filed in other counties.

In a ruling issued on December 12, 2002, the Orange County Superior Court held that any
Orange County taxpayer whose property’s assessed value rose more than 2% since 1979 due to
recapturing was part of the certified class action lawsuit filed against the County of Orange in
2000. If upheld on appeal, the class action suit may result in $1 billion in improperly collected
taxes being returned to Orange County taxpayers. On April 18, 2003, a final judgment was
entered, ruling against the current statewide practice of restoration of a property assessment
based on the market value after a prior assessment reduction due to an economic downturn. On
June 12, 2003, an appeal was filed. On January 7, 2004, oral arguments on the appeal were
conducted before the Court of Appeal of the State of California, Fourth District (the “Fourth
District Court of Appeal”). On March 26, 2004, the Fourth District Court of Appeal reversed the
Superior Court’s judgement in a unanimous decision, concluding that the intent of the drafters of
Proposition 13, as it was amended in 1978 within six months of its passage by Proposition 8§, is
that the inflation factor is calculated against the original purchase price of the property and not
against the intervening previous years reassessed value. The Plaintiff has indicated a desire to
appeal this Appellate Court decision; the time to file such an appeal has not expired.

Similar cases filed by the same attorneys in the Los Angeles Superior Court and in the San
Diego Superior Court were both dismissed on demurrer, upholding the restored value provisions
of Section 51 of the California Revenue and Taxation Code. The City is unable to predict
whether an appeal of the decision of the Fourth District Court of Appeal will be filled and what
effect, if any, such an appeal, if it were successful, might have on assessed values in the City.
However, the obligation of the County to levy ad valorem taxes upon all taxable property within
the City in an amount sufficient for the payment of principal of and interest on any general
obligation bonds to be issued by the City would not be impaired in any event.

Legislation Implementing Article XIIIA

Legislation has been enacted and amended a number of times since 1978 to implement Article
XIIIA. Under current law, local agencies are no longer permitted to levy directly any property
tax (except to pay voter-approved indebtedness). The 1% property tax is automatically levied by
the County and distributed according to a formula among taxing agencies. The formula
apportions the tax roughly in proportion to the relative shares of taxes levied prior to 1979.

Increases of assessed valuation resulting from reappraisals of property due to new construction,
change in ownership or from the annual adjustment not to exceed 2% are allocated among the
various jurisdictions in the "taxing area" based upon their respective "situs." Any such
allocation made to a local agency continues as part of its allocation in future years.

All taxable property is shown at 100% of assessed value on the tax rolls. Consequently, the tax
rate is expressed as $1 per $100 of taxable value. All taxable property value included in this
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Official Statement is shown at 100% of taxable value (unless noted differently) and all tax rates
reflect the $1 per $100 of taxable value.

Article XIIIB of the California Constitution

An initiative to amend the California Constitution entitled "Limitation of Govermnment
Appropriations,” was approved on November 6, 1979, thereby adding Article XHIB to the
California Constitution ("Article XIIIB"). Under Article XIIIB, state and local governmental
entities have an annual "appropriations limit" and are not permitted to spend certain moneys
which are called "appropriations subject to limitation" (consisting of tax revenues, state
subventions and certain other funds) in an amount higher than the appropriations limit. Article XIIIB
does not affect the appropriation of moneys which are excluded from the definition of
“appropriations subject to limitation," including debt service on indebtedness existing or authorized
as of January 1, 1979, or bonded indebtedness subsequently approved by the voters. In general
terms, the appropriations limit was originally to be based on certain fiscal year 1978-79
expenditures, and adjusted annually to reflect changes in consumer prices, populations, and services
provided by these entities. Among other provisions of Article XIIIB, if these entities' revenues in any
consecutive two-year period exceed the amounts permitted to be spent, the excess would have to be
returned by revising tax rates or fee schedules over the subsequent two years. In the event the City

receives any proceeds of taxes in excess of the allowable limit, the City may implement an existing
procedure to concurrently increase the City's appropriations limit and decrease the State's allowable

limit, thus nullifying the need for any return. Certain features of Article XIIIB were modified by
Proposition 111 in 1990 (see "CONSTITUTIONAL AND STATUTORY PROVISIONS
AFFECTING CITY REVENUES AND APPROPRIATIONS -- Proposition 111.

Proposition 62

On November 4, 1986, California voters approved Proposition 62, an initiative statute limiting
the imposition of new or higher taxes by local agencies. The statute (a) requires new or higher
general taxes to be approved by two-thirds of the local agency's governing body and a majority
of its voters, and requires new or higher special taxes to be approved by two-thirds of both such
local agency's governing body and such local agency's voters; (b) requires the inclusion of
specific information in all local ordinances or resolutions proposing new or higher general or
special taxes; (c) penalizes local agencies that fail to comply with the foregoing; and (d) requires
local agencies to stop collecting any new or higher tax adopted on or after August 1, 1985,
unless a majority of the voters approved the tax by November 4, 1988.

Appellate court decisions following the approval of Proposition 62 determined that certain
provisions of Proposition 62 were unconstitutional. However, the California Supreme Court
upheld Proposition 62 in its decision on September 28, 1995, in Santa Clara County
Transportation Authority v. Guardino. This decision reaffirmed the constitutionality of
Proposition 62. Certain matters regarding Proposition 62 were not addressed in the Supreme
Court's decision, such as whether the decision applies retroactively, what remedies exist for
taxpayers subject to a tax not in compliance with Proposition 62, and whether the decision
applies to charter cities. The requirements of Proposition 62 have generally been superseded by
the enactment of Article XIIIC of the California Constitution (Proposition 218) in 1996.
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Proposition 111

On June 5, 1990, the voters of California approved the "Traffic Congestion Relief and Spending
Limitation Act of 1990 ("Proposition 111"), which modified the Constitution to alter the Article
XIIIB spending limit. Proposition 111 took effect on July 1, 1990.

The most significant provisions of Proposition 111 are summarized as follows:

a. Annual Adjustments to Spending Limit. The annual adjustments to the Article XIIIB
spending limit were liberalized to be more closely linked to the rate of economic growth.
Instead of being tied to the Consumer Price Index, the "change in the cost of living" is
now measured by the change in California per capita personal income. The definition of
"change in population" specifies that a portion of the State's spending limit is to be
adjusted to reflect changes in school attendance.

b. Treatment of Excess Tax Revenues. "Excess" tax revenues with respect to Article XIIIB
are now determined based on a two-year cycle, so that the State can avoid having to
return to taxpayers excess tax revenues in one year if its appropriations in the next fiscal
year are under its limit.

c. Exclusions from Spending Limit. Two new exceptions have been added to the
calculation of appropriations which are subject to the Article XIIIB spending limit. First,
there are excluded all appropriations for "qualified capital outlay projects" as defined by
the Legislature. Second, there are excluded any increases in gasoline taxes above their
current nine cents per gallon level, sales and use taxes on such increment in gasoline
taxes, and increases in receipts from vehicle weight fees above the levels in effect on
January 1, 1990.

d. Recalculation of Appropriations Limit. The Article XIIIB appropriations limit for each
unit of government, including the State, is to be recalculated beginning in fiscal year
1990-91. It is based on the actual limit for fiscal year 1986-87, adjusted forward to
1990-91 as if Proposition 111 had been in effect.

Proposition 218

On November 5, 1996, the voters of the State approved Proposition 218, the so-called “Right to
Vote on Taxes Act.” Proposition 218 added Articles XIIIC and XIIID to the State Constitution,
which contain a number of provisions affecting the ability of local agencies to levy and collect
both existing and future taxes, assessments, fees and charges. Among other things, Article XIIIC
establishes that every tax is either a “general tax” (imposed for general governmental purposes)
or a “special tax” (imposed for specific purposes); prohibits special purpose government
agencies from levying general taxes; and prohibits any local agency from imposing, extending or
increasing any special tax beyond its maximum authorized rate without a two-thirds vote.
Article XIIIC also provides that no tax may be assessed on property other than ad valorem
property taxes imposed in accordance with Articles XIII and XIIIA of the California
Constitution and special taxes approved by a two-thirds vote under Article XIIIA, Section 4.
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Although a portion of the City's general fund revenues are derived from general taxes purported
to be governed by Proposition 218, all of such taxes (or increases on such taxes) were either
adopted prior to the effective date of Proposition 218 or were approved (or ratified) by majority
vote of the electorate. Consequently, the City believes that none of its current revenues are
affected by Proposition 218.

Article XIIIC also provides that the initiative power shall not be limited in matters of reducing or
repealing local taxes, assessments, fees and charges. The State Constitution and the laws of the
State impose a mandatory, statutory duty on the City to levy a property tax sufficient to pay debt
service on the Bonds coming due in each year. The City believes that the initiative power cannot
be used to reduce or repeal the authority and obligation to levy such taxes which are pledged as
security for payment of the Bonds or to otherwise interfere with performance of the mandatory,
statutory duty of the City and the County with respect to such taxes which are pledged as
security for payment of the Bonds.

Article XIIID deals with assessments and property-related fees and charges. Article XIIID
explicitly provides that nothing in Article XIIIC or XIIID shall be construed to affect existing
laws relating to the imposition of fees or charges as a condition of property development;
however, it is not clear whether the initiative power is therefore unavailable to repeal or reduce
developer and mitigation fees imposed by the City. No developer fees imposed by the City are
pledged or expected to be used to pay the Bonds.

The interpretation and application of Proposition 218 will ultimately be determined by the courts
with respect to a number of the matters discussed above, and it is not possible at this time to
predict with certainty the outcome of such determination.

Future Initiatives

Articles XIIIA, XIIIB, XIIIC, XIIID and Propositions 62, 111, and 218 were each adopted as
measures that qualified for the ballot pursuant to California's initiative process. From time to
time, other initiative measures could be adopted, further affecting City revenues or the City's
ability to expend revenues.
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TAX BASE FOR REPAYMENT OF BONDS

The information in this section describes ad valorem property taxation, assessed valuation, and
other measures of the tax base of the City. The Bonds represent general obligations of the City
payable from ad valorem property taxes levied and collected by the County. If and to the extent
the amount of such ad valorem taxes so collected is insufficient to pay debt service on the Bonds,
the City shall be obligated to use any other moneys lawfully available therefore to pay such debt
service.

Ad valorem Property Taxation

In California, property which is subject to ad valorem taxes is classified as “secured” or
“unsecured.” Secured and unsecured property are entered on separate parts of the assessment roll
maintained by the county assessor. The secured classification includes property on which any
property tax levied by the County becomes a lien on that property sufficient, in the opinion of the
County assessor, to secure payment of the taxes. Every tax which becomes a lien on secured
property has priority over other liens (except certain federal claims) on the secured property,
regardless of the time of the creation of other liens. A tax levied on unsecured property does not
become a lien against the taxes on unsecured property, but may become a lien on certain other
property owned by the taxpayer.

Property taxes on the secured roll are due in two installments, on November 1 and March 1. If
unpaid, such taxes become delinquent on December 10 and April 10, respectively, and a 10%
penalty attaches to any delinquent payment. If such taxes remain unpaid as of June 30 of the
fiscal year in which the taxes are levied, the property securing the taxes may only be redeemed
by a payment of the delinquent taxes and the delinquency penalty, plus costs and a redemption
penalty of 1-1/2% per month from the original June 30th date to the time of redemption. If taxes
are unpaid for a period of five years or more, the tax-defaulted properties are thereafter subject to
sale by the county tax collector as provided by law.

Property taxes on the unsecured roll are due as of the January 1 lien date and become delinquent
if unpaid by August 31. A 10% penalty attaches to delinquent taxes on property on the unsecured
roll, and an additional penalty of 1-1/2% per month begins to accrue on November 1. The taxing
authority has four ways of collecting unsecured personal property taxes: (1) a civil action against
the taxpayer; (2) filing of a certificate in the office of the county clerk specifying certain facts in
order to obtain a judgment lien on certain property of the taxpayer; (3) filing a certificate of
delinquency for record in the county recorder’s office in order to obtain a lien on certain property
of the taxpayer; and (4) secure and sale of personal property, improvements or possessory
interests belonging or assessed to the assessee.

Historic Secured Property Tax Revenues

The following tables illustrate the secured property tax revenues of the City for Fiscal Years
1993-94 through 2002-03:
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Table 1
HISTORICAL SECURED PROPERTY TAX REVENUES ¢

City of Riverside
(As of June 30)
(000's omitted)
% of
Current Delinquent % of Total Tax ~ Oustanding
Fiscal Total Tax Current Tax  Taxes Tax Total Tax Collections to ~ Delinquent
Year Levy Collections  Collected  Collections®  Collections _Total Tax Levy Taxes®
1994 22,255 20,473 92.0% 1,587 22,060 99.1% 6,763
1995 21,670 20,153 93.0% 1,633 21,786 100.5% 7,277
1996 23,086 21,787 94.4% 535 22,322 96.7% 8,135
1997 22,202 20,750 93.5% 569 21,319 96.0% 9,019
1998 22,429 21,055 93.9% 584 21,639 96.5% 9,810
1999 23,113 21,888 94.7% 537 22,425 97.0% 10,497
2000 24,241 23,431 96.7% 626 24,057 99.2% 9,994
2001 25,205 24,436 96.9% 370 24,806 98.4% 11,081
2002 25,237 23,098 91.5% 513 23,611 93.6% 12,707
2003 26,050 25,168 96.7% 603 25,771 99.0% 11,715

Source: Riverside County Auditor Controller’s Olffice.
) Includes the City of Riverside Redevelopment Agency
(2) The City believes higher delinquency levels of the early 1990’s are attributable to the recession of that

period.
3) May also include penalties and accrued interest on delinquent amounts.

Assessed Valuations

The assessed valuation of property in the City is established by the County Assessor, except for
public utility property that is assessed by the State Board of Equalization. Assessed valuations
are reported at 100% of the "full value" of the property, as defined in Article XIIIA of the
California Constitution. Prior to 1981-82, assessed valuations were reported at 25% of the full
value of property. For a discussion of how properties currently are assessed, see
"CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING CITY REVENUES
AND APPROPRIATIONS."

Certain classes of property, such as churches, colleges, not-for-profit hospitals, and charitable
institutions, are exempt from property taxation and do not appear on the tax rolls.

Property within the City had a net taxable assessed valuation for fiscal year 2003-04 of
$14,468,381,223. Shown in the following table are the assessed valuations for the City for the
period from 1984-85 to 2002-03. The City’s assessed valuation increased by 231% between fiscal
year 1984-85 and fiscal year 2003-04, representing an annual compound growth rate of 11.5%.
Assessed valuation growth rates declined, and in 1996-97 were negative, in mid 1990’s due to the
recession of that period.
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Table 2
ASSESSED VALUE OF TAXABLE PROPERTY
City of Riverside
1979-80 to 2002-03

Net Taxable Annual
Fiscal Year Assessed Valuation % Change
1984-85 4,370,234,715 7.87
1985-86 4,810,132,078 10.07
1986-87 5,509,797,720 14.55
1987-88 6,195,945,153 12.45
1988-89 6,662,497,356 7.53
1989-90 7,423,029,871 11.42
1990-91 8,427,204,464 13.53
1991-92 9,159,432,068 8.69
1992-93 9,822,574,855 7.24
1993-94 10,165,960,678 3.50
1994-95 10,267,288,859 1.00
1995-96 10,346,214,379 0.77
1996-97 10,140,849,902 -1.98
1997-98 10,186,436,253 045
1998-99 10,244,369,011 0.57
1999-00 10,713,298,401 458
2000-01 11,435,609,592 6.74
2001-02 12,433,009,590 8.72
2002-03 13,516,069,185 8.71
2003-04 14,468,381,223 7.05

Note: Assessed values represent net taxable assessed valuation of secured and unsecured property, including the
homeowner's exemption. Assessed valuations of utility property assessed by the State Board of Equalization
are not included, beginning in 1988-89.

Source: California Municipal Statistics, Inc.

The California Redevelopment Law authorizes the redevelopment agency of any city or county
to receive an allocation of tax revenues resulting from increases in assessed values of properties

within designated redevelopment project areas (the “incremental value™) occurring after the year
the project area is formed. In effect, local taxing authorities, such as the City, realize tax
revenues only on the assessed value of such property at the time the redevelopment project is
created for the duration of such redevelopment project. Six redevelopment project areas have
been formed in the City. The following table sets forth total assessed valuations and
redevelopment agency incremental values for the six most recent fiscal years.
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Table 3
TOTAL AND NET PROPERTY TAX VALUATIONS

City of Riverside
(In Thousands)

Fiscal Total Assessed Redevelopment Agency

Year Valuation Incremental Value Net Value
1998 $10,186,436 $1,051,914 $9,134,522
1999 10,244,369 1,113,258 9,131,111
2000 10,713,298 1,188,654 9,524,644
2001 11,435,609 1,263,684 10,171,925
2002 12,433,009 1,429,054 11,003,955
2003 13,516,069 1,638,530 11,877,539

Source: California Municipal Statistics and the City of Riverside.

Tax Rates

There are a total of 157 tax rate areas in the City. The table below summarizes the total ad
valorem tax rates levied by all taxing entities in Tax Rate Area 9-002 during the five-year period

from 1999-00 to 2003-04.

Table 4
SUMMARY OF AD VALOREM TAX RATES
$1 PER $100 OF ASSESSED VALUATION
City of Riverside
Tax Rate Area (TRA 9-002)

1999-00 2000-01 2001-02 2002-03 2003-04

General $1.0000 $1.0000 $1.0000 $1.0000 $1.0000
Riverside Unified School District - - - .05000 104993
Metropolitan Water District .00890 .00880 .00770 .00670 .00610

Total 1.00890 1.00880 1.00770 1.05670 1.05603

Source: California Municipal Statistics, Inc
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Largest Property Owners

The following table shows the 10 largest owners of taxable property in the City as of June 30,
2003.

Table 5
LARGEST 2003-04 LOCAL SECURED TAXPAYERS
City of Riverside
(In Thousands)
Assessed

Taxpayer Primary Land Use Valuations % of Total
Tyler Mall LP Shopping Center/Mall $142,410,201 1.0%
State Street Bank & Trust Company of California Warehouse 94,846,282 0.7%
Riverside Healthcare System Hospital 94,669,360 0.7%
Charter Communications Entertainment IT Communications 60,178,663 0.4%
Rohr, Inc. Industrial 56,706,464 0.4%
Lyon Corona Pointe Apartments 55,799,880 0.4%
California State Teachers Retirement System Apartments 54,359,183 0.4%
Pepsi Bottling Group LLC Industrial 48,587,342 0.4%
Press Enterprise Co. Industrial 45,263,011 0.3%
Mission Grove Park Apartments Apartments 43,567,461 0.3%
Metal Container Corp. Industrial 41,423,449 0.3%
Bryan H. Richter Apartments 36,771,000 0.3%
Ralphs Grocery Co. Industrial 35,406,339 0.3%
University Village Commercial 32,904,086 0.2%
Nordstrom Inc. Department Store 30,670,307 0.2%
Kilroy Realty Square Partnership Office Building 28,777,390 0.2%
Windermere at Sycamore Highlands Apartments 28,440,000 0.2%
Mission Grove Plaza LP Shopping Center 27,990,091 0.2%
Historic Mission Inn Corp. Hotel 26,426,884 0.2%
Dow Jones & Co. Inc. Industrial 25,569,296 0.2%

$1,010,766,689 7.4%

Source: California Municipal Statistics, Inc.
(1) 2003-04 Local Secured Assessed Valuation: $13,620,166,707.

Direct and Overlapping Bonded Debt

Set forth below is a direct and overlapping debt report (the "Debt Report") prepared by
California Municipal Statistics, Inc. and effective May 1, 2004, for debt issued as of April 7,
2004. The Debt Report is included for general information purposes only. The City has not
reviewed the Debt Report for completeness or accuracy and makes no representation in
connection therewith.

The Debt Report generally includes long-term obligations sold in the public credit markets by
public agencies whose boundaries overlap the boundaries of the City in whole or in part. Such
long-term obligations generally are not payable from revenues of the City (except as indicated)
nor are they necessarily obligations secured by land within the City. In many cases, long-term
obligations issued by a public agency are payable only from the general fund or other revenues
of such public agency.
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The contents of the Debt Report are as follows: (1) the first column indicates the public agencies
- which have outstanding debt as of the date of the Debt Report and whose territory overlaps the
City; (2) the second column shows the percentage of the assessed valuation of the overlapping
public agency identified in column one which is represented by property located within the City;
and (3) the third column is an apportionment of the dollar amount of each public agency's
outstanding debt (which amount is not shown in the table) to property in the City, as determined
by multiplying the total outstanding debt of each agency by the percentage of the City's assessed
valuation represented in column two.
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Table 6

STATEMENT OF DIRECT AND OVERLAPPING BONDED DEBT

City of Riverside
2003-04 Assessed Valuation: $14,468,381,223
Redevelopment Incremental Valuation: 1,.729,088.095
Adjusted Assessed Valuation: $12,739,293,128
OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable Debt 5/1/04
Metropolitan Water District 1.041% $ 4,658,215
Alvord Unified School District 71.324 35,640,603
Riverside Unified School District 85.841 48,929,370
Corona-Norco Unified School District 0.003 1,454
Jurapa Unified School District 0.002 605
City of Riverside 100. -
Riverside Unified School District Community Facilities Districts 100. 24,605,000
City of Norco Community Facilities District No. 2001-1 10.880 3,551,232
City of Riverside Community Facilities Districts 100. 51,018,000
City of Riverside 1915 Act Bonds 100. 28.,865.000
TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT $197,269,479
DIRECT AND QVERLAPPING GENERAL FUND OBLIGATION DEBT:
Riverside County General Fund Obligations 14.159% $ 92,470,263
Riverside County Board of Education Certificates of Participation 14.159 1,863,324
Riverside City Community College District Certificates of Participation 33.975 4,144,950
Alvord Unified School District Certificates of Participation 71.324 17,756,110
Corona Norco Unified School District Certificates of Participation 0.003 1,055
Jurupa Unified School District Certificates of Participation 0.002 165
Moreno Valley Unified School District Certificates of Participation 3.902 1,204,547
Riverside Unified School District General Fund Obligations 85.841 24,756,544
City of Riverside General Fund Obligations 100. 59.250,000
TOTAL GROSS DIRECT AND OVERLAPPING GENERAL FUND OBLIGATION DEBT $201,446,958
Less: Riverside County self-supporting obligations 3,090,421
TOTAL NET DIRECT AND OVERLAPPING GENERAL FUND OBLIGATION DEBT $198,356,537
GROSS COMBINED TOTAL DEBT $398,716,437
NET COMBINED TOTAL DEBT $395,626,016

(1) Excludes general obligation bonds to be sold.

(2) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax allocation bonds and non-

bonded capital lease obligations.

Ratios to 2003-04 Assessed Valuation:
Direct Debt

- %

Total Direct and Overlapping Tax and Assessment Debt......... 1.36%

Ratios to Adjusted Assessed Valuation:
Combined Direct Debt ($59,250,000)

0.47%

Gross Combined Total Debt

3.13%

Net Combined Total Debt

3.11%

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/03: $0
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Estimated City, Tax Levy, and Debt Service

The following table projects the annual ratios between the City’s total debt service on the Bonds
and its available funds from the limited ad valorem tax rate of $12 per $100,000 of assessed
value of property. The fiscal year 2003/04 assessed valuation is $14,468,381,223. The projected
City assessed valuation assumes secured property valuation growth rates in fiscal year 2004/05
and thereafter at 2% and unsecured property valauation growth rates at 0% in fiscal year 2004/05
and thereafter.

Table 7
ESTIMATED CITY, TAX LEVY, AND DEBT SERVICE
City of Riverside
Estimated Annual Tax Estimated Annual
Fiscal Year Projected City Debt Service for for Property with limited
Ending Assessed Valuation Bond Issue (1) $100,000 Assessed Value ad valorem tax rate (2)
2005 $14,741,041,429 $1,451,390 9.71 $1,795,000
2006 15,019,154,839 1,395,320 8.61 1,933,215
2007 15,302,830,518 1,409,870 8.59 1,969,946
2008 15,592,179,709 1,438,520 8.60 2,006,390
2009 15,887,315,885 1,455,820 8.54 2,044,010
2010 16,188,354,784 1,482,383 8.54 2,082,846
2011 16,495,414,462 1,505,383 8.51 2,122,420
2012 16,808,615,332 1,531,383 8.49 2,162,746
2013 17,128,080,221 1,562,133 8.50 2,203,838
2014 17,453,934,407 1,589,373 8.49 2,246,813
2015 17,786,305,676 1,618,373 8.48 2,289,503
2016 18,125,324,371 1,654,773 8.51 ' 2,333,003
2017 18,471,123,440 1,679,273 8.47 2,377,330
2018 18,823,838,491 1,714,323 8.49 2,422,500
2019 19,183,607,842 1,755,548 8.53 2,469,738
2020 19,550,572,581 1,785,885 8.51 2,516,663
2021 19,924,876,614 1,816,025 8.49 2,565,738
2022 20,306,666,728 1,831,700 8.40 2,614,487
2023 20,696,092,644 1,825,900 8.21 2,664,162
2024 21,093,307,078 1,835,700 8.11 2,716,114

(1) Assuming rno optional redemptions.

(2) The bond measure that was approved by the voters limited the rate of the ad valorem tax that may be levied to
pay principal of and interest on the Bonds to $12 per $100,000 of assessed value of property. The figures in
this column represent the annual proceeds of the §12 per $100,000 tax levy.
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Taxation of State-Assessed Utility Property

A portion of property tax revenue of the City is derived from utility property subject to
assessment by the State Board of Equalization ("SBE"). State-assessed property, or "unitary
property," is property of a utility system with components located in many taxing jurisdictions
that are assessed as part of a "going concern" rather than as parcels of real or personal property.
Unitary and certain other state-assessed property are allocated to the counties by the SBE, taxed
at special county-wide rates, and the tax revenues distributed to taxing jurisdictions (including
the City) according to statutory formulae generally based on the distribution of taxes in the prior
year.

Recent changes in the California electric utility industry structure and in the way in which
components of the industry are regulated and owned, including the sale of electric generation
assets to largely unregulated, nonutility companies, may affect how utility assets are assessed in
the future, and which local agencies are to receive the property taxes. The City is unable to
predict the impact of these changes on its utility property tax revenues, or whether legislation or
litigation may affect ownership of utility assets or the State's methods of assessing utility
property and the allocation of assessed value to local taxing agencies, including the City.

Alternate Method of Tax Apportionment — “Teeter Plan”

Section 4701 through Section 4717 of the California Revenue and Taxation Code permit
counties to use a method of apportioning taxes (commonly referred to as the “Teeter Plan”)
whereby local agencies receive from the county 100% of their respective shares of the amount of
secured ad valorem taxes levied, without regard to actual collections of taxes. Due to this
allocation method, the cities in the county receive no adjustments for redemption payments on
delinquent collections. The unsecured taxes are allocated based on actual unsecured tax
collections.

The County of Riverside adopted this method of distributing taxes although the City has elected
not to participate in the Teeter Plan.

State Legislative Shift of Property Tax Allocation

Beginning in 1992/93, the State has required that local agencies remit a portion of property taxes
received to augment school funding. For Fiscal Year 1992/93, this amount was approximately
$1,404,000. The City’s property tax reduction in each following Fiscal Year has increased to
approximately $3,300,000 in Fiscal Year 2002/03. This reduction is expected to continue in
future Fiscal Years. This reduction has historically been partially offset by an increase in vehicle
licensing fees and an increase in sales tax made permanent by voters in November 1993.
However, see “RISK FACTORS - Impact of State Budget” herein for a discussion of
circumstances which will adversely impact certain of the City’s receipts.
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CITY OF RIVERSIDE

General Information

The City is located in Riverside County approximately 60 miles east of downtown Los Angeles
and approximately 90 miles north of San Diego. The City of Riverside was incorporated in 1883
and encompasses an area of approximately 85.6 square miles. The City is a charter city and has
a council-manager form of government with a seven-member council being elected by ward for
four-year overlapping terms. The mayor is elected at large for a four-year term and is the
presiding officer of the council, but does not have a vote except in case of a tie. The position of
City manager is filled by appointment of the council to serve as administrator of the staff and to
carry out the policies of the council. Functions of the City government are carried out by
approximately 2,642 full and part-time personnel.

Population

The County's population as of January 1, 2003, was 1,705,500 persons, making it the 4™ most
populous county in the State. The City’s population as of January 1, 2003 was approximately
274,100, an increase of approximately 17% percent over the census population of the City in
1990. The following table presents population data for both the City and County.

Table 8
POPULATION
City and County of Riverside
1960 Through 2003
City of Riverside
Year Riverside County

1960 84,332 306,191
1970 140,089 459,074
1980 165,087 663,923
1990 226,505 1,170,413
2000 255,165 1,545,387
2001 262,355 1,609,400
2002 265,700 1,699,112
2003 274,100 1,705,500

Source: 1960-2000 U.S. Census; 2001-2003 California Department of Finance (Demographic Research Unit)
Municipal Services and Facilities

Public Safety. The City provides law enforcement and fire protection services. The Police
Department currently employs 356 sworn officers and the Fire Department employs 201 sworm
fire fighters operating out of 13 fire stations. Other services provided by the City include
emergency medical aid, traffic safety maintenance, and building safety regulation and inspection.
Public Services. The City provides electric, water and sewer service to the City residents
through municipal enterprises. The City also owns and operates a general aviation airport.
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Public Works. Additional services include parkway and median maintenance improvements,
refuse management, sewer and storm drain maintenance, zoning and development
administration, environmental review, code enforcement and street tree maintenance.

Educational Facilities. The City is included within the boundaries of the Riverside Unified
School District and the Alvord Unified School District, which also serves the County area
southwest of the City. These two districts include 57 elementary and middle schools and high
schools. There are also about 46 private or parochial schools for kindergarten through twelfth
grade. Higher education is available at four institutions: Riverside Community College,
University of California at Riverside, California Baptist University and La Sierra University at
Riverside. Also located in the City are the California School for the Deaf and the Sherman
Institute, a federally-run school for Indians.

Leisure and Community Services. Among the City’s cultural institutions and activities are a
convention center, the Riverside Art Museum, a municipal museum, a number of libraries, an
auditorium, the opera society and the symphony society. There are three major hospitals in the
City: Parkview Community; Riverside Community; and Kaiser Permanente.

Employee Relations and Collective Bargaining

City employees are represented by five labor union associations, the principal one being the
Service Employees International Union, which represents approximately 42% of City full-time
employees. Currently 80% of all City employees are covered by negotiated agreements. Since
1979 the City has not had an employee work stoppage. Negotiations are currently underway and
the City expects to renew contracts with all of the five labor union associations.

The five employee groups are shown below.

Employee Group Employees Contract Expires
Service Employees International Union : 813 June 30, 2004
Riverside Police Officers Association 348 June 30, 2004
International Brotherhood of Electrical Workers 159 June 30, 2004
Riverside City Firefighters Association 201 June 30, 2004
Service Employees International Union-Refuse 37 June 30, 2004
Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; error and omissions; injuries to employees; and natural disasters. Internal service
funds have been established to account for and finance the uninsured risks of loss of public
liability claims and workers compensation. Property insurance coverage has a limit of $25
million, with a $250,000 deductible. Earthquake and flood insurance currently have deductibles
of 5% and 2%, respectively, with a $15 million limit. Workers' Compensation insurance
coverage has a limit of $25 million with a deductible of $3 million per occurrence. There were
no claims settled during fiscal years 2000, 2001 and 2003 above the self-insured amount. There
was a single claim settled in 2002 above the self-insured amount relating to a workers'
compensation claim. The City is fully self-insured for general liability claims.

27



The following table summarizes the reserved balances in the Self-Insurance Fund for the last five
years.

Table 9
SELF-INSURANCE FUND
City of Riverside
(In Thousands)
Fund 1998/99 1999/00 2000/01 2001/02 2002/03
Worker's Compensation $9,374 $9,975 $10,708 $12,578 $13,801
Public Library 6,201 6,248 7,351 7,388 6,899

Source: City of Riverside.

Retirement Systems

The City contributes to the California Public Employee’s Retirement System (PERS), an agent
multiple-employer public employee retirement system that acts as a common investment and,
administrative agent for participating public entities within the State of California.

All permanent and temporary employees who work more than 1,000 hours are eligible to
participate in the PERS. Benefits vest after 5 years of service. Benefits for employees vary
based upon final yearly compensation, safety or non-safety status and age at retirement. PERS
also provides death and disability benefits.

City employees’ contribution rates are 8% (9% for public safety employees) of their monthly
earnings. The City currently pays the employees contribution to PERS for both miscellaneous
and safety employees. The employer PERS contribution rates are 3.3% for miscellaneous
employees and 15.7% for safety employees. The City is required to contribute amounts
necessary to fund the benefits for its members using the actuarial basis recommended by PERS.
The contribution to PERS for Fiscal Year 2002/03 was approximately $12,196,000. The City
has budgeted a contribution of $19,854,640 for Fiscal Year 2003/04.

The latest actuarial valuation, as of June 30, 2002, projected net assets available for benefits (at
cost) to be $9,552,710 greater than future benefits for current and retired miscellaneous City
employees. For safety employees, the actuarial value of assets was $52,915,944 less than the
liability for benefits.

Deferred Compensation

City employees may defer a portion of their compensation under a City-sponsored deferred
compensation plan created in accordance with Internal Revenue Code Section 457. Under this plan,
participants are not taxed on the deferred portion of their compensation until it is distributed to them;
distributions may be made only at termination, retirement, death, or in an emergency as defined by
the plan. In accordance with Governmental Accounting Standards Board (“GASB”), the City
revised the plan to no longer make the funds available to the City’s general creditors, and
accordingly, the City does not report these assets in the financial statements.
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THE AREA ECONOMY

The City encompasses a portion of the County of Riverside. The following economic data for the
City and the County are presented for information purposes only. The Bonds are not a debt or
obligation of the County, and taxes to pay the Bonds are levied only on taxable property located
within the City.

General

The City is the county seat of Riverside County (the “County”) and is located in the western
portion of the County about 60 miles east of downtown Los Angeles and approximately 90 miles
north of San Diego. A number of cities are located within a ten-mile radius of the City including
cities of San Bernardino, Loma Linda, Corona, Norco, Fontana, Ontario, Rialto, Colton, Moreno
Valley and Redlands, among others. These cities and the City are located in the Counties of
Riverside and San Bernardino and comprise the Riverside-San Bernardino-Ontario Metropolitan
Statistical Area (the “MSA”). The MSA represents an important economic region of the State
and of Southern California. It lies to the west and south respectively of the strategic San
Gorgonio and Cajon Passes, from which three transcontinental railroads and interstate highways
converge to connect the Los Angeles area with the other areas of the nation. The City is situated
in close proximity to the metropolitan centers of Los Angeles and Orange County.

Riverside and San Bernardino Counties cover 27,400 square miles, a land area larger than the
State of Virginia. As of January 2003, Riverside County had a population of approximately
1,705,500 and San Bernardino County had a population of approximately 1,833,000. With a
population over 3.5 million, the Primary Metropolitan Statistical Area (“PMSA”) ranks as one of
the largest Metropolitan Statistical Areas (“MSAs”) in the United States. The geographical area
of Riverside County alone is larger than the State of New Jersey. The PMSA though small
geographically in relation to the bi-county area, contains most of the two counties’ population.

Personal Income

The following table is based on effective buying income, as reported in the annual publication
“Survey of Buying Power,” published by Sales and Marketing Management. Effective buying
income is defined as personal income less personal taxes and non-tax payments. Personal
income includes wages and salaries, other labor-related income, proprietor’s income, rental
income, dividends, personal interest income and transfer payments. Deductions are then made
for federal, state and local taxes, non-tax payments (such as fines and penalties) and personal
contributions for social insurance. The following items are not included in the definition of
effective buying income: (1) employer contributions to private pension funds, supplemental
unemployment insurance funds and privately administered workers’ compensation programs; (2)
imputed personal income, which includes the imputed value of services provided by depository
institutions and income earned by life insurance carriers and private noninsured pension funds on
the principal amounts contributed by policy holder and pension beneficiaries; and (3) imputed
rental income of owner-occupied nonfamily dwellings.

The following table summarizes the total effective buying income and the median household
effective buying income for the City, the County, the State and the United States from 1998 through
2002.

29



Year and Area

1998

1999

2000

2001

2002

City of Riverside
Riverside County
California
United States

City of Riverside
Riverside County
California
United States

City of Riverside
Riverside County
California
United States

City of Riverside
Riverside County
California
United States

City of Riverside
Riverside County
California
United States

Table 10

PERSONA

L INCOME

For Calendar Years 1998 Through 2002

Total Effective
Buying Income
($ in thousands)

$3,583,867
20,543,675
551,999,317
4,621,491,738

3,590,924
22,453,426
590,376,663
4,871,786,658

3,735,911
25,144,120
652,190,282
5,230,824,904

3,636,701
23,617,301
650,521,407
5,303,481,498

3,874,905
25,180,040
647,879,427
5,340,682,818

Median Household
Effective Buying
Income

$34,835
33,089
37,091
35,377

33,843
35,145
39,492
37,233

37,395
39,293
44,464
39,129

37,231
37,480
43,532
38,365

37,406
38,691
42,861
38,035

Source: Sales and Marketing Management, Survey of Buying Power.

A comparison of effective buying income groupings per household for 2002 is shown in the
following table:
Table 11
INCOME GROUPINGS FOR 2002

Percent of Households City of Riverside State of
by EBI Group Riverside County California

$20,000-34,999 24.3% 23.6% 21.1%

$ 35,000-49,000 19.7 20.0 18.9

$ 50,000 and over 33.5 34.8 40.5

Source: Sales and Marketing Management, Survey of Buying Power.
Education

The City is included within the boundaries of the Riverside Unified School District and the
Alvord Unified School District, which also serves the County area southwest of the City. These
two districts include 59 elementary and middle schools and high schools. There are also about
46 private or parochial schools for kindergarten through twelfth grade. Average daily attendance
for the two public school districts is given below.
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Table 12
COUNTY OF RIVERSIDE PUBLIC SCHOOL ENROLLMENT
1998-99 through 2002-03
(Riverside and Alvord Unified School Districts)

Grades 1998-99 1999-00 2000-01 2001-02 2002-03

K-8 211,973 219,433 228,348 237,880 247,845

9-12 83,256 87,622 91,562 95,450 101,762
Total 295,229 307,055 319,910 333,330 349,607

Source: State Department of Education

Locally, higher education is available at four institutions: Riverside Community College District,
which had an enrollment of approximately 26,191 in the Fall of 2003; University of California at
Riverside, which had a graduate and undergraduate enrollment of approximately 15,934 in the
Fall of 2003; California Baptist University, which had an enrollment of 2,359 in the Fall of 2003;
and La Sierra University at Riverside, which had an enrollment of approximately 1,946 in the
Fall of 2003. Also located in the City are the California School for the Deaf, which had an
enrollment of 505 during the Fall of 2003, and the Sherman Institute, a federally-run school for
Indians, which had an enrollment of 373 during the Fall of 2003.

Employment

The following table summarizes the yearly averages for the labor force employment and
unemployment figures for the City of Riverside, County of Riverside, the State and the United
States for calendar years 1999 through 2003.
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Year and Area

1999

2000

2001

2002

2003

Source:

City of Riverside
Riverside County
California
United States

City of Riverside
Riverside County
California
United States

City of Riverside
Riverside County
California
United States

City of Riverside
Riverside County
California
United States

City of Riverside
Riverside County
California
United States

Table 13
LABOR FORCE EMPLOYMENT AND UNEMPLOYMENT

Civilian Labor
Force

146,600
689,400
16,596,500
139,368,000

153,230
720,700
16,884,200
140,863,000

159,490
750,000
17,182,900
141,815,000

168,840
794,100
17,404,600
143,669,000

173,750
817,200
17,437,000
146,501,000

Emploved

138,700
652,000
15,731,700
13,488,000

144,840
680,900
16,048,900
135,208,000

151,190
710,700
16,260,100
135,073,000

158,660
745,400
16,241,800
134,992,000

163,310
767,000
16,360,000
138,556,000

California Employment Development Department.

32
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Unemployed

7,900
37,400
864,800
5,880,000

8,390
39,800
835,300
5,655,000

8,300
39,300
922,800
6,742,000

10,180
48,700
1,162,800
8,677,000

10,440
49,500
1,077,000
7,945,000

Unemployment
Rate

5.4%
5.2
52
4.2

5.5
5.5
4.9
4.0

5.2
5.2
5.4
4.8

6.0
6.1
6.7
6.0

6.0
6.1
6.2
54



The following table presents the annual average distribution of persons in various wage and
salary employment categories for Riverside-San Bernardino Metropolitan Statistical Area for
1999, 2000, 2001, 2002 and 2003.

Table 14
RIVERSIDE-SAN BERNARDINO PRIMARY METROPOLITAN STATISTICAL AREA
Annual Average Employment Comparison
Calendar Years 1999 through 2003

Industry 1999 2000 2001 2002 2003

Total, All Industries 960,300 1,010,100 1,050,700 1,078,700 1,122,800
Total Farm Production 21,300 21,700 20,900 20,900 19,800
Total Non-Farm 939,000 988,400 1,029,700 1,057,800 1,103,000
Total Private 755,800 796,300 829,500 845,400 891,900
Goods Producing 188,300 201,500 208,200 206,100 210,600
Natural Resources and Mining 1,300 1,300 1,200 1,100 1,300
Construction 71,700 80,100 88,400 90,300 97,100
Manufacturing 115,300 120,100 118,600 114,700 112,200
Service Producing 750,700 786,900 821,600 851,700 892,400
Trade, Transportation & Public

Utilities 201,400 212,200 219,400 224,300 242,900
Trade (Wholesale) 34,900 38,300 41,600 41,000 43,800
Trade (Retail) 121,800 127,400 132,200 137,700 149,700
Transportation, Warehousing and

Utilities 44,800 46,400 45,600 45,600 49,400
Information 12,800 12,900 14,600 14,000 13,800
Financial Activities 34,800 34,800 38,200 39,800 43,300
Professional and Business Services 89,400 97,000 101,700 105,600 115,100
Educational and Health Services 99,700 102,200 106,000 111,200 116,400
Leisure and Hospitality 95,800 100,800 104,400 106,100 111,800
Other Services 13,900 15,300 15,700 16,200 38,000
Government 183,100 192,100 200,200 212,400 211,100

Source: California Employment Development Department.
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Major Employers

The ten employers in the County are as follows:

Table 15
LARGEST EMPLOYERS
County of Riverside
(As of October, 2003)
Company Employees in County

County of Riverside 16,726
Univ. of California, Riverside 9,822
Riverside Unified School District 3,906
Riverside Community College 3,350
Kaiser Permanente Medical Center 2,886
City of Riverside 2,600
Jurupa Unified School District 1,792
Riverside County Office of Education 1,600
Alvord Unified School District 1,590
Fleetwood Enterprises 1,550

Source: Riverside Press-Enterprise

Construction Activity

The tctal valuation of building permits issued in the City equaled $405,000,000 in fiscal year
2003, an increase of approximately 11.65% from fiscal year 2002. The following table provides
a summary of building permit valuations and the number of new dwelling units authorized in the

City.

Table 15
BUILDING PERMIT ACTIVITY
City of Riverside
For Calendar Year 1999 Through 2003
1999 2000 2001 2002 2003
Valuation ($ in millions)
Residential $209.8 $272.3 $283.1 $250.0 $273.0
Nonresidential 59.7 38.0 95.4 107.8 132.0
Total $269.5 $310.3 $378.5 $357.8 $405.0
Dwelling Unit Permits ®
Single Family 825 1,017 1,237 1,113 689
Multiple Family 846 895 40 0 1,377
Total 1,671 1,912 1,277 1,113 2,066

Source: City of Riverside Planning Department
)] Includes all permits pulled in the City.
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Retail Sales

The following table indicates growth of taxable transactions for the period 1998 through the third
quarter of 2002 in the City by type of business:

Table 17
CITY OF RIVERSIDE TAXABLE TRANSACTIONS
For Calendar Years 1998 Through 2002
($ in thousands of dollars)

1998 1999 2000 2000 2002+
Apparel stores $68,851 $78,605 $92,241 $98,859 $71,475
General merchandise stores 411,743 438,137 465,490 485,571 342,769
Food stores 121,359 125,986 133,363 134,502 102,246
Eating and drinking places 196,734 209,049 223,253 239,811 192,808
Home furnishings and appliances 65,720 74,817 77,552 75,754 55,813
Building materials and farm implements 253,925 275,433 290,734 326,627 262,325
Automobile dealers and suppliers 505,421 580,804 698,147 780,641 647,434
Service stations 129,197 151,413 200,155 199,159 143,823
Other retail stores 285,618 313,917 341,252 351,055 277,236
Total retail outlets 2,038,568 2,248,161 2,522,187 2,691,979 2,095,929
All other outlets 563,407 661,371 697,707 715,273 572,682
Total all outlets 2,601,975 2,909,532 3,219,894 3407252 2,668,611
Source: California State Board of Equalization.
* Through 3" Quarter.
Transportation

The City is served by a variety of land and air transportation facilities. Light rail commuter
service is provided by Metrolink to Los Angeles and Orange Counties. Interestate bus service is
available via Greyhound, and local bus service is provided by the Metropolitan Transportation
Authority and Riverside Transit Agency. Most major trucking firms serve the City in addition to
numerous local carriers. Overnight delivery can be scheduled to San Francisco, Los Angeles,
San Diego and Sacramento.

Freight rail service to the City is provided by two major transcontinental railroads: the Santa Fe
and Union Pacific. Amtrak-operated passenger train service is available at San Bernardino,
approximately 15 miles north of the City.

Scheduled air transportation is available from the Ontario International Airport, approximately
18 miles to the west. The City-operated Riverside Municipal Airport is a general aviation
facility.

The City is served by the Riverside Freeway (State Route 91), which provides access to Orange

County; Interstate 215, which connects the City to San Diego, San Bernardino and points
beyond; and the Pomona Freeway (U.S. Highway 60), an east-west route.
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To support transportation improvements, in November 1988 Riverside County voters approved
Measure A, a one-half cent sales tax increase. Measure A was to expire in 2009, but in 2002,
Riverside County voters approved extending Measure A until 2009. Measure A is expected to
generate $4.6 billion between 2009 and 2039. In 1990, voters of the adjacent San Bernardino
County approved a similar program.

Future development within Western Riverside County is expected to create traffic volume
exceeding the capacity of the regional arterial highway system. The City, along with the County
and thirteen other cities in the western portion of the County, have developed the Transportation
Uniform Mitigation Fee (“TUMF”) Program to provide funds to improve the system. The
TUMF Program would place a uniform fee on new development to fund regional highway
improvements necessitated by such development. The proposed fees are: new residential -
$6,650 per unit; multi-family housing - $4,607 per unit; industrial development - $1.45 per
square foot; retail/commercial development - $7.81 per square foot; and service/commercial
projects - $4.84 per square foot. Certain exemptions are provided in the ordinance.
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BOND INSURANCE

The following information has been furnished by the Insurer for use in this Official Statement.
No representation is made by the City as to the accuracy or completeness of such information, or
the absence of material adverse changes therein at any time subsequent to the date hereof.
Reference is made to APPENDIX F “MUNICIPAL BOND INSURANCE POLICY” for a

specimen of the Insurer’s policy.

The Insurer accepts no responsibility for the accuracy or completeness of this Official Statement
or any other information or disclosure contained herein, or omitted herefrom, other than with
respect to the accuracy of the information regarding the Insurer and its affiliates set forth under
this heading. In addition, the Insurer makes no representation regarding the Bonds or the
advisability of investing in the Bonds.

General

XL Capital Assurance Inc. (the “Insurer” or “XLCA”) is a monoline financial guaranty insurance
company incorporated under the laws of the State of New York. The Insurer is currently
licensed to do insurance business in, and is subject to the insurance regulation and supervision
by, the State of New York, forty-eight other states, the District of Columbia, Puerto Rico, the
U.S. Virgin Islands and Singapore. The Insurer has a license application pending with the State
of Wyoming, the only state in which it is not currently licensed.

The Insurer is an indirect wholly owned subsidiary of XL Capital Ltd, a Cayman Islands
corporation (“XL Capital Ltd”). Through its subsidiaries, XL Capital Ltd is a leading provider
of insurance and reinsurance coverages and financial products to industrial, commercial and
professional service firms, insurance companies and other enterprises on a worldwide basis. The
common stock of XL Capital Ltd is publicly traded in the United States and listed on the New
York Stock Exchange (NYSE: XL). XL Capital Ltd is not obligated to pay the debts of or
claims against the Insurer.

The Insurer was formerly known as The London Assurance of America Inc. (“London”), which
was incorporated on July 25, 1991 under the laws of the State of New York. On February 22,
2001, XL Reinsurance America Inc. ("XL Re") acquired 100% of the stock of London. XL Re
merged its former financial guaranty subsidiary, known as XL Capital Assurance Inc. (formed
September 13, 1999) with and into London, with London as the surviving entity. London
immediately changed its name to XL Capital Assurance Inc. All previous business of London
was 100% reinsured to Royal Indemnity Company, the previous owner at the time of acquisition.

Reinsurance

The Insurer has entered into a facultative quota share reinsurance agreement with XL Financial
Assurance Ltd (“XLFA”), an insurance company organized under the laws of Bermuda, and an
affiliate of the Insurer. Pursuant to this reinsurance agreement, the Insurer expects to cede up to
90% of its business to XLFA. The Insurer may also cede reinsurance to third parties on a
transaction-specific basis, which cessions may be any or a combination of quota share, first loss
or excess of loss. Such reinsurance is used by the Insurer as a risk management device and to
comply with statutory and rating agency requirements and does not alter or limit the Insurer's
obligations under any financial guaranty insurance policy. With respect to any transaction

37



insured by XLCA, the percentage of risk ceded to XLFA may be less than 90% depending on
certain factors including, without limitation, whether XL.CA has obtained third party reinsurance
covering the risk. As a result, there can be no assurance as to the percentage reinsured by XLFA
of any given financial guaranty insurance policy issued by XLCA, including the Municipal Bond
Insurance Policy.

Based on the audited financials of XLFA, as of December 31, 2003, XLFA had total assets,
liabilities, redeemable preferred shares and shareholders’ equity of $831,762,000, $401,123,000,
$39,000,000 and $391,639,000, respectively, determined in accordance with generally accepted
accounting principles in the United States. XLFA’s insurance financial strength is rated “Aaa”
by Moody’s and “AAA” by S&P and Fitch Inc. In addition, XLFA has obtained a financial
enhancement rating of “AAA” from S&P.

The obligations of XLFA to the Insurer under the reinsurance agreement described above are
unconditionally guaranteed by XL Insurance (Bermuda) Ltd ("XLI"), a Bermuda company and
one of the world's leading excess commercial insurers. XLI is a wholly owned indirect
subsidiary of XL Capital Ltd. In addition to A.M. Best’s rating of “A+” (Negative Outlook),
XLI’s insurance financial strength rating is “Aa2” by Moody’s, “AA-" by Standard & Poor’s and
“AA” by Fitch. The ratings of XLFA and XLI are not recommendations to buy, sell or hold
securities, including the Bonds and are subject to revision or withdrawal at any time by
Moody’s, Standard & Poor’s or Fitch.

Notwithstanding the capital support provided to the Insurer described in this section, the
beneficial owners fo the Bonds will have direct recourse against the Insurer only, and neither
XLFA nor XLI will be directly liable to the beneficial owners of the Bonds.

Financial Strength and Financial Enhancement Ratings of XLCA

The Insurer's insurance financial strength is rated “Aaa” by Moody’s and “AAA” by Standard &
Poor’s and Fitch, Inc. (“Fitch”). In addition, XLCA has obtained a financial enhancement rating
of “AAA” from Standard & Poor’s. These ratings reflect Moody’s, Standard & Poor’s and
Fitch's current assessment of the Insurer's creditworthiness and claims-paying ability as well as
the reinsurance arrangement with XLFA described under "Reinsurance” above.

The above ratings are not recommendations to buy, sell or hold securities, including the Bonds
and are subject to revision or withdrawal at any time by Moody’s, Standard & Poor’s or Fitch.
Any downward revision or withdrawal of these ratings may have an adverse effect on the market
price of the Bonds. The Insurer does not guaranty the market price of the Bonds nor does it
guaranty that the ratings on the Bonds will not be revised or withdrawn.

Capitalization of the Insurer

Based on the audited statutory financial statements for XLCA as of December 31, 2002 filed
with the State of New York Insurance Department, XLCA has total admitted assets of
$180,993,189, total liabilities of $58,685,217 and total capital and surplus of $122,307,972
determined in accordance with statutory accounting practices prescribed or permitted by
insurance regulatory authorities (“SAP”). Based on the audited statutory financial statements for
XLCA as of December 31, 2003 filed with the State of New York Insurance Department, XLCA
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has total admitted assets of $329,701,823, total liabilities of $121,635,535 and total capital and
surplus of $208,066,288 determined in accordance with SAP.

For further information concerning XLLCA and XLFA, see the financial statements of XLCA and
XLFA, and the notes thereto, incorporated by reference in this Official Statement. The financial
statements of XLCA and XLFA are included as exhibits to the periodic reports filed with the
Securities and Exchange Commission (the “Commission”) by XL Capital Ltd and may be
reviewed at the EDGAR website maintained by the Commission. All financial statements of
XLCA and XLFA included in, or as exhibits to, documents filed by XL Capital Ltd pursuant to
Section 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 on or prior to the date
of this Official Statement, or after the date of this Official Statement but prior to termination of
the offering of the Bonds, shall be deemed incorporated by reference in this Official Statement.
Except for the financial statements of XLLCA and XLFA, no other information contained in XL
Capital Ltd's reports filed with the Commission is incorporated by reference. Copies of the
statutory quarterly and annual statements filed with the State of New York Insurance Department
by XLCA are available upon request to the State of New York Insurance Department.

Regulation of the Insurer

The Insurer is regulated by the Superintendent of Insurance of the State of New York. In
addition, the Insurer is subject to regulation by the insurance laws and regulations of the other
Jjurisdictions in which it is licensed. As a financial guaranty insurance company licensed in the
State of New York, the Insurer is subject to Article 69 of the New York Insurance Law, which,
among other things, limits the business of each insurer to financial guaranty insurance and
related lines, prescribes minimum standards of solvency, including minimum capital
requirements, establishes contingency, loss and unearned premium reserve requirements,
requires the maintenance of minimum surplus to policyholders and limits the aggregate amount
of insurance which may be written and the maximum size of any single risk exposure which may
be assumed. The Insurer is also required to file detailed annual financial statements with the
New York Insurance Department and similar supervisory agencies in each of the other
Jjurisdictions in which it is licensed.

The extent of state insurance regulation and supervision varies by jurisdiction, but New York
and most other jurisdictions have laws and regulations prescribing permitted investments and
governing the payment of dividends, transactions with affiliates, mergers, consolidations,
acquisitions or sales of assets and incurrence of liabilities for borrowings.

THE FINANCIAL GUARANTY INSURANCE POLICIES ISSUED BY THE INSURER,
INCLUDING THE MUNICIPAL BOND INSURANCE POLICY, ARE NOT COVERED
BY THE PROPERTY/CASUALTY INSURANCE SECURITY FUND SPECIFIED IN
ARTICLE 76 OF THE NEW YORK INSURANCE LAW,.

The principal executive offices of the Insurer are located at 1221 Avenue of the Americas, New
York, New York 10020 and its telephone number at this address is (212) 478-3400.
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LEGAL MATTERS

Tax Matters

The Internal Revenue Code of 1986 (the “Code”) establishes certain requirements which must be
met subsequent to the issuance and delivery of the Bonds for interest thereon to be and remain
excluded from gross income for Federal income tax purposes. Noncompliance with such
requirements could cause the interest on the Bonds to be included in gross income for Federal
income tax purposes retroactively to the date of issue of the Bonds. These requirements include,
but are not limited to, provisions which prescribe yield and other limits within which the
proceeds of the Bonds are to be invested and require, under certain circumstances, that certain
investment earnings on the foregoing be rebated on a periodic basis to the Treasury Department
of the United States of America. The City has covenanted to maintain the exclusion of the
interest on the Bonds from gross income for Federal income tax purposes pursuant to Section
103(a) of the Code.

In the opinion of Best Best & Krieger LLP, Bond Counsel, under existing law, interest on the
Bonds is exempt from personal income taxation of the State of California and, assuming
compliance with the aforementioned covenant, interest on the Bonds is excluded from gross
income for Federal income tax purposes. Bond Counsel are also of the opinion that the Bonds
are not “specified private activity bonds” within the meaning of Section 57(a)(5) of the Code
and, therefore, the interest on the Bonds will not be treated as a preference item for purposes of
computing the alternative minimum tax imposed by Section 55 of the Code. Interest on the
Bonds owned by corporations will, however, be taken into account in determining the alternative
minimum tax imposed by Section 55 of the Code on 75 percent of adjusted current earnings over
alternative minimum taxable income (determined without regard to this adjustment and the
alternative tax net operating loss deduction).

If the stated redemption price at maturity of a Bond is greater than the issue price of such Bond
(the first price at which a substantial amount of the Bonds of a maturity are to be sold to the
public), the difference constitutes original issue discount. Original issue discount accrues under
a constant yield method, and original issue discount will accrue to a Bond Owner before receipt
of cash attributable to such excludable income. The amount of original issue discount deemed
received by a Bond Owner will increase the Bond Owner’s basis in the applicable Bond.
Original issue discount that accrues to the Bond Owner is excluded from the gross income of
such owner for Federal income tax purposes, is not an item of tax preference for purposes of the
Federal alternative minimum tax imposed on individuals and corporations (as described above),
and is exempt from State of California personal income taxes.

If the issue price of a Bond is greater than the stated redemption price at maturity of such Bond, the
difference constitutes original issue premium, which is not deductible from gross income for Federal
income tax purposes. The amount of amortizable Bond premium for a taxable year is determined
actuarially on a constant interest rate basis over the term of each such Bond or, in the case of a
callable Bond, on a more accelerated basis. For purposes of determining gain or loss on the sale or
other disposition of such Bond, an initial purchaser who acquires such obligation in the initial
offering to the public at the initial offering price is required to decrease such purchaser’s adjusted
basis in such Bond annually by the amount of amortizable premium for the taxable year.
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Bond Counsel have not undertaken to advise in the future whether any events after the date of
1ssuance of the Bonds may affect the tax status of interest on the Bonds. No assurance can be
given that future legislation, or amendments to the Code, if enacted into law, will not contain
provisions which could directly or indirectly reduce the benefit of the exclusion of the interest on
the Bonds from gross income for Federal income tax purposes. Certain requirements and
procedures contained or referred to in the Resolution and other relevant documents may be
changed and certain actions may be taken, under the circumstances and subject to the terms and
conditions set forth in such documents, upon the advice or with the approving opinion of
nationally recognized bond counsel. Bond Counsel express no opinion as to any Bond, or the
interest thereon, if any such change occurs or action is taken upon the advice or approval of bond
counsel other than Best Best & Krieger LLP.

Although Bond Counsel have rendered an opinion that interest on the Bonds is excluded from
gross income for Federal income tax purposes, the Federal tax liability of a Bond Owner may
otherwise be affected by the ownership or disposition of the Bonds. The nature and extent of
these other tax consequences will depend upon the Bond Owner’s other items of income or
deduction. Without limiting the generality of the foregoing, prospective purchasers of the Bonds
should be aware that (i) Section 265 of the Code denies a deduction for interest on indebtedness
incurred or continued to purchase or carry the Bonds or, in the case of a financial institution, that
portion of a holder’s interest expense allocated to interest on the Bonds, (ii) with respect to
insurance companies subject to the tax imposed by Section 831 of the Code, Section
832(b)(5)(B)(1) reduces the deduction for loss reserves by 15 percent of the sum of certain items,
including interest on the Bonds, (iii) interest on the Bonds earned by some corporations could be
subject to the environmental tax imposed by Section 59A of the Code, (iv) interest on the Bonds
earned by certain foreign corporations doing business in the United States could be subject to a
branch profits tax imposed by Section 884 of the Code, (v) passive investment income, including
interest on the Bonds, may be subject to Federal income taxation under Section 1375 of the Code
for Subchapter S corporations that have Subchapter C earnings and profits at the close of the
taxable year if greater than 25% of the gross receipts of such Subchapter S corporation is passive
investment income and (vi) Section 86 of the Code requires recipients of certain Social Security
and certain Railroad Retirement benefits to take into account, in determining the taxability of
such benefits, receipts or accruals of interest on the Bonds. Bond Counsel have expressed no
opinion regarding any such other tax consequences. The opinion of Bond Counsel regarding
exemption from personal income taxation in the State of California and the exclusion from gross
income for Federal income tax purposes of interest on the Bonds, and approving the validity of
the Bonds, will be substantially in the form set forth in Appendix D hereto.

Continuing Disclosure

The City has covenanted for the benefit of the Bond owners to make available certain financial
information and operating data relating to the City by not later than nine months after the end of
the City’s fiscal year (which date would be the April 1 following the current end of the City’s
fiscal year on June 30), commencing April 1, 2005, with the report for the 2003-04 fiscal year
(the “Annual Report™), and to provide notices of the occurrence of certain enumerated events, if
material. The Annual Report will be provided to each Repository and to the appropriate State
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information depository, if any. The specific nature of the information to be contained in the
Annual Report or the notices of material events is summarized below under the caption
“APPENDIX D - Form of Continuing Disclosure Certificate.” These covenants have been made
in order to assist the successful bidder in complying with S.E.C. Rule 15c¢2-12(b)(5) (the
“Rule”). The City has never failed to comply in all material respects with any previous
undertakings with regard to said Rule to provide annual reports or notices of material events.

Legality for Investment in California

Under provisions of the California Financial Code, the Bonds are legal investments for
commercial banks in California to the extent that the Bonds, in the informed opinion of the bank,
are prudent for the investment of funds of depositors, and under provisions of the California
Government Code, are eligible for security for deposits of public moneys in California.

Absence of Material Litigation

No litigation is pending or threatened concerning the validity of the Bonds, and a certificate to
that effect will be furnished to purchasers at the time of the original delivery of the Bonds. The
City is not aware of any litigation pending or threatened questioning the political existence of the
City or contesting the City’s ability to receive ad valorem taxes or to collect other revenues or
contesting the City’s ability to issue and retire the Bonds.
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RATING

Standard & Poor’s Credit Market Services, a division of The McGraw Hill Companies, Inc. and
Fitch Ratings have assigned their municipal bond ratings of “AA-" and “AA”, respectively, to
the Bonds, based in part upon information provided by the City, including certain information
which does not appear in this Official Statement. The ratings issued reflect only the views of
such rating agencies and are not a recommendation to buy, sell or hold the Bonds. Any
explanation of the significance of these ratings should be obtained from the respective rating
agencies. There is no assurance that such ratings will be retained for any given period of time or
that the same will not be revised downward or withdrawn entirely by such rating agencies if, in
the respective judgment of such rating agencies, circumstances so warrant. Any such downward
revision or withdrawal of any rating obtained may have an adverse effect on the marketability or
the market price of the Bonds.

UNDERWRITING

The Bonds were purchased by competitive bid on June 8, 2004 by Citigroup Global Markets Inc.
(the “Underwriter”) at a purchase price of $20,151,827.45 and a true interest cost of 4.662095%
as defined in the Official Notice of Sale. The Underwriter has agreed to purchase the Bonds at a
price equal to the principal amount thereof plus accrued interest plus a net original issue
premium. The Official Notice of Sale provides that the Underwriter will purchase all of the
Bonds if any are purchased, the obligation to make such purchase being subject to certain terms
and conditions set forth in said agreement, the approval of certain legal matters by counsel and
certain other conditions.

ADDITIONAL INFORMATION

Quotations from and summaries and explanations of the Bonds, the Resolution, and the
constitutional provisions, statutes and other documents referenced herein, do not purport to be
complete, and reference is made to said documents, constitutional provisions and statutes for full
and complete statements of their provisions.

Some of the data contained herein has been taken or constructed from City records. Appropriate
City officials, acting in their official capacities, have reviewed this Official Statement and have
determined that, as of the date hereof, the information contained herein is, to the best of their
knowledge and belief, true and correct in all material respects and does not contain an untrue
statement of a material fact or omit to state a material fact necessary in order to make the
statements made herein, in light of the circumstances under which they were made, not
misleading. This Official Statement has been approved by the City Council.

CITY OF RIVERSIDE

By: /s/ Paul C. Sundeen
Finance Director and Treasurer
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APPENDIX A
City Financial Information

The information in this section concerning the operations of the City and the City’s general fund

finances is provided as supplementary information only, and it should not be inferred from the
inclusion of this information in this Official Statement that the principal of or interest on the
Bonds is payable from the general fund of the City. The Bonds are payable from the proceeds of
an ad valorem tax required to be levied by the County in an amount sufficient for the payment
thereof. See “THE BONDS - Security” herein.

Accounting Practices and Financial Reporting

The accounts of the City are organized on the basis of funds and account groups, to account for
different activities. The operations of each fund are accounted for with a separate set of self-
balancing accounts that comprise its assets, liabilities, fund equity, revenues, and expenditures or
expenses, as appropriate. Government resources are allocated to and accounted for in individual
funds based upon the purposes for which they are to be spent and the means by which the
spending activities are controlled. The City’s general fund and other governmental fund types
use the modified accrual basis of accounting. All of the City’s other funds, including proprietary
fund types and fiduciary fund types use the accrual basis of accounting. The basis of accounting
for all funds is more fully explained in the “Notes to the Basic Financial Statements” contained
in APPENDIX C hereto.

The City Council employs, at the beginning of each fiscal year, an independent certified public
accountant who, at such time or times as specified by the City Council, at least annually, and at
such other times as he or she shall determine, examines the combined financial statements of the
City in accordance with generally accepted auditing standards, including such tests of the
accounting records and such other auditing procedures as such accountant considers necessary.
As soon as practicable after the end of the fiscal year, a final audit and report is submitted by
such accountant to the City Council and a copy of the financial statements as of the close of the
fiscal year is published.

The City, all its funds and the funds of certain other component entities of the City are audited
annually by a certified public accounting firm. The firm of RSM McGladrey, Riverside,
California, is the City’s current auditor (the “Auditor”). The audited financial statements of the
City for fiscal year 2002/03 are attached hereto as APPENDIX C. The City’s financial
statements are public documents and are included within this Official Statement without the
prior approval of the Auditor. Accordingly, the Auditor has not performed any post-audit of the
financial condition of the City.

The City General Fund finances the legally authorized activities of the City not provided for in
other restricted funds. General fund revenues are derived from such sources as taxes; licenses
and permits, fines, forfeits and penalties; use of money and property; aid from other
governmental agencies; charges for current services; and other revenue. General Fund
expenditures and encumbrances are classified by the functions of general government, public
safety, highways and streets, culture and recreation and community development.
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The following table shows the audited balance sheet statement for the City for the 1999 through
2003 fiscal years. The audited financial statements for the year ended June 30, 2003 are
included in Appendix C hereto.

Table A-1
AUDITED FINANCIAL STATEMENTS - GENERAL FUND
BALANCE SHEET
City of Riverside
(As of June 30)
(In Thousands)
1999 2000 2001 2002 2003
Assets
Cash and investments $23,271 $27,071 $72,995 $86,007  $85,232
Receivable (net)
Interest 712 641 1,312 1,015 975
Property taxes 6,882 6,868 7,637 7,907 8,139
Sales taxes 2,067 2,314 1,427 1,416 8,011
Utility 452 566 449 532 492
Accounts 2,088 4,144 4,579 2,985 3,304
Intergovernmental 2,344 2,238 2,776 3,350 2,416
Notes 25 125 92 64 33
Prepaid items 127 161 137 129 190
Due from other funds 5,995 6,117 5,414 4,832 8,860
Interfund receivable 100 5,463 4,110 3,762 3,715
Total Assets 44,063 55,708 100,928 111,999 121,367
Liabilities
Accounts payable 3,075 1,557 4,282 4,131 2,726
Accrued payroll 1,105 1,727 3,739 4,415 5,652
Compensated absences 1,279 1,276 0 0 0
Retainage payable 32 7 82 60 169
Intergovernmental 25 48 105 117 128
Deferred revenue 6,153 6,401 7,794 7,844 9,991
Deposits 0 0 14,539 17,049 18,012
Due to other funds 0 0 250 250 50
Interfund receivable 0 0 0 3,357 2,901
Total Liabilities 11,669 11,016 30,791 37,223 39,629
Fund Balance
Reserved for:
Encumbrances 4,018 5,300 4,817 7,014 10,424
Interfund receivable 100 5,463 4,110 3,762 3,715
Prepaid items 127 161 137 107 190
Notes receivable 0 125 25 64 33
Unreserved, designated for
economic contingencies 10,100 10,100 19,700 21,400 22,500
Unreserved, designated for future
operations 12,204 15,000 35,487 36,559 25,434
Unreserved, designated for
insurance 0 0 0 0 6,400
Unreserved:
General Fund 5,845 8,543 5,861 5,870 13,042
Total fund balances 32,394 44,692 70,137 74,776 81,738

——ntrre | s — Sre——— e————————— ——
R ey

Total Liabilities and Fund Balances $44,063 $55,708 $100,928 $111,999 $121,367

Source: City of Riverside, Audited Financial Statements.
4] A portion of Balance Sheet changes in 2002 are attributable to the implementation of the Governmental
Accounting Standards Board, Statement no. 34 was implemented in 2001.

A-2



The following table shows the audited balance sheet statement for the City for the 1999 through
2003 fiscal years. The audited financial statements for the year ended June 30, 2003 are
included in Appendix C hereto.
Table A-2
STATEMENT OF GENERAL FUND
REVENUES, EXPENDITURES AND BALANCES

City of Riverside
(As of June 30)
(In Thousands)
1999 2000 2001 2002 2003

Revenues

Taxes $63,664 $69,294 §72,503 $76,455 $82,062

Licenses and permits 4,796 5,707 6,871 6,094 7,243

Intergovernmental 15,381 17,661 19,799 22,782 19,897

Charges for services 6,744 7,152 7,872 7,854 8,872

Fines and forfeitures 1,701 2,075 2,153 2,164 1,903

Special assessments 3,573 3,656 3,646 3,633 3,906

Rental and investment income 4,072 2,925 10,618 4,489 3,478

Miscellaneous 1,455 3,087 2,455 2,024 1,926
Total Revenues 101,386 111,557 125917 125,495 129,287
Expenditures
Current:

General government 13,953 13,290 20,449 16,087 15,555

Public safety 72,687 76,386 84,134 91,245 96,487

Highways and streets 9,292 9,388 9,979 10,551 12,034

Culture and recreation 12,799 13,536 15,912 18,111 21,087
Total Expenditures 108,731 112,600 130,474 135,994 145,163
Revenues over (under) expenditures (7,345)  (1,043) (4,557 (10,499) (15,876)
Other Financing Sources (Uses)

Transfers in 19,054 19,109 31,866 18,304 20,215

Transfers out (11,854)  (5,934) (3,049) (3,354) (3,466)

Sales of capital assets 115 133 100 188 1,311

Advances from other funds 335 0 1,588 0 0
Total other financing sources (uses) 7,650 13,308 30,505 15,138 18,060
Net change in fund balances 305 12,265 25,948 4,639 T 2,184
Fund balances, July 1, as restated 37,350 37,675 49,973 79,921 79,554
Residual equity transfers 0 33 0 0 0
Fund balances, June 30 $37,655 $49,973  $75,921 $84,560 $81,738

Source: City of Riverside, Audited Financial Statements.

Budgetary Process and Administration

The City uses the following procedures when establishing the budgetary data reflected in its
financial statements.

During the period December through February of each fiscal year, department heads prepare
estimates of required appropriations for the following fiscal year. These estimates are compiled
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into a proposed operating budget which includes a summary of proposed expenditures and
financial resources and historical data for the preceding fiscal year. The operating budget is
presented by the City Manager to the City Council for review. Public hearings are conducted to
obtain citizen comments. The City Council generally adopts the budget during one of its June
meetings. The City Manager is legally authorized to transfer budgeted amounts between
divisions and accounts within the same department. Transfer of appropriations between
departments or funds and increased appropriations must be authorized by the City Council.
Expenditures may not legally exceed budgeted appropriations at the departmental level within a
fund. Budgets for the funds are adopted on a basis consistent with generally accepted accounting
principles.

In connection with the City’s ongoing policy of maintaining contingency revenues, the City has
accumulated an available general fund balance of approximately $50,000,000, representing 33%
of fiscal year 2003/2004 budgeted expenditures. In the preparation of the budget for fiscal year
2004, the City Manager instructed Department heads and budget coordinators to build budgets
from the “ground up,” rather than building incrementally upon prior year amounts. The result in
the General Fund was the elimination of 16.85 full-time equivalent employees, the reduction of
various expenses, the delay in the purchase of certain equipment and the delay in additions to
certain insurance reserve accounts. The following tables summarize the Fiscal Year 2002/03
City Budget and actual results for fiscal year 2002/03, and summarizes the final fiscal year
2003/04 General Fund Budget of the City.



Table A-3

GENERAL FUND BUDGET
City of Riverside
(Fiscal Year 2002/03)
(In Thousands)
2002/03 2002/03
Final Budget Actual Variance
Revenues
Taxes $ 75,490 $ 82,062 $ 6,572
Licenses 5,599 7,243 1,644
Intergovernmental 29,329 19,897 (9,432)
Chages for services 6,362 8,872 2,510
Fines and forfeitures 1,335 1,903 568
Special assessments 3,880 3,906 26
Rental and investment income 3,788 3,478 (310)
Miscellaneous 1,977 1,926 (629
Total revenues 127,760 129,287 1,527
Expenditures

General government 78,175 42,179 (35,996)

Allocated expenditures (26,297) (26,624) (327)
Public safety

Police 66,170 62,723 (3,447)

Fire 31,213 27,124 (4,089)

Animal regulation 2,219 1,259 (960)

Building and zoning inspection 1,858 1,810 (48)

Street lighting 3,584 3,571 (13)
Total public safety 105,044 96,487 (8,557)
Highways and streets 14,020 12,034 (1,986)
Culture and recreation 31,879 21,087 (10,792)
Total expenditures 202,821 145,163 (57,658)
Deficiency of revenue under expenditures (75,061) (15,876) 59,185
Other financing sources (uses):

Transfers in 20,110 20,215 105

Transfers out 3,314 (3,466) (6,780)

Sakes of capital assets 1,235 1,311 76
Total other financing sources (uses): 24,659 18,060 (6,599)
Net change in fund balances (50,402) 2,184 52,586
Fund balance, as previously reported 74,776 74,776 -
Restatement - 4,778 4,778
Fund balance, beginning, as restated 74,776 79,554 4,778
Fund balance, ending $ - 24374 $ 81,738 $ 57,364

Source: City of Riverside.



General Fund Reserves

The following chart illustrates the general fund reserves for the City for Fiscal Years 1992/93
through 2003/04.

Table A-4
GENERAL FUND RESERVES
City of Riverside
(As of June 30)

(In Thousands)

Fiscal Year Ending Fund Balance Percent Change
1993 $11,522 -
1994 12,634 9.7%
1995 17,626 39.5
1996 14,768 (16.2)
1997 16,436 11.3
1998 20,769 26.4
1999 19,882 4.2)
2000 24,130 214
2001 32,469 345
2002 45,170 39.2
2003 50,000 10.7
2004 46,000 (8.0)

Source: City of Riverside.
) Budgeted.

City Investment Policy and Portfolio

The City administers a pooled investment program, except for those funds which are managed
separately by trustees appointed under bond indentures. This program enables the City to
combine available cash from all funds and to invest cash that exceeds current needs. The most
recently revised Investment Policy for the City was adopted in February, 2003 by the City
Council.

In accordance with the Government Code, the City requires certain collateralization for public
deposits in banks and savings and loans, and has long-established safekeeping and custody
procedures. The City Treasurer submits a monthly report to the City Council that contains a
statement that the City’s portfolio is invested in conformance with state law and the Investment
Policy, and that there is sufficient liquidity to meet estimated expenditures.

The City’s pooled investment portfolio as of June 30, 2003, had a market value of $383,61 1,348.
The following table illustrates the investments as of June 30, 2003:



Table A-5

INVESTMENT PORTFOLIO
City of Riverside
(As of June 30, 2003)
% of
Type Market Value Book Value Portfolio
Money Market Accounts " $98,354,035 $98,354,035 25.90
Medium Term Notes 70,561,385 68,284,978 17.98
Federal Agencies 210,312,420 209,039,047 55.04
Municipal Bonds 4,383,508 4,110,000 1.08

Source: City of Riverside.
1) Includes 361,000,000 in the State of California Local Agency Investment Fund

Other Local Taxes
In addition to ad valorem taxes on real property, the City receives the following local taxes:

Sales and Use Taxes. Sales tax is collected and distributed by the State Board of Equalization.
Each local jurisdiction receives an amount equal to one percent of taxable sales within their
jurisdiction. In addition, the City receives a portion of a 0.5% transportation sales tax increase
approved by voters in 1988.

Franchise Taxes. The City levies a franchise tax on its cable television, trash collection, utility
franchises, taxicabs, natural gas piping and ambulance service.

Business License Taxes. The City levies a business license tax based principally on gross
receipts and on number of employees.

Transient Occupancy Taxes. The City levies an 11% transient occupancy tax on hotel and motel
bills.

Utility Users Taxes. The City levies a tax equal to 6% of utility bills, which is collected by the
companies providing the services and remitted monthly to the City.

Property Transfer Taxes. A documentary stamp tax is assessed for recordation of real property
transfers.



The following table illustrates receipt of these other tax sources:

Table A-6

OTHER TAX REVENUES BY SOURCE

City of Riverside
(000's omitted)

Sales Property  Utility Street Transient Special

Fiscal and Use  Transfer Users Light Occupancy Assessments Total

Year Tax Tax Tax Excise Tax  Franchises Tax Levied Taxes

1998 $28,101 $694  $17,392 $269 $3,085 $1,652 $4,018 $55,211
1999 30,481 936 17,552 312 3,787 1,920 4,060 59,048
2000 34,571 1,087 18,479 336 3,464 2,064 6,586 66,587
2001 35,850 1,213 19,613 382 3,746 2,344 5,258 68,406
2002 39,271 1,568 18,510 36 4,070 2,739 5,420 71,614
2003 41915 2,024 19,928 99 3,811 2,868 6,323 76,968
2004 43,900 1,700 19,499 0 4,200 2,850 4,091 76,240

Source: City of Riverside Annual Financial Report.

()

In-Lieu Payments

Budgeted.

A significant revenue source of the City is State of California payments and other payments in-
lieu of taxes. The City receives a portion of Department of Motor Vehicles fees collected
statewide. Payment of State assistance depends on the adoption by the State of its budget,
including the appropriations therein providing for local assistance. These revenues are shown in
the accompanying financial statements as “intergovernmental revenues.”

Source: City of Riverside.

(0

Estimated.

Fiscal Year

1998
1999
2000
2001
2002
2003
2004

Table A-7

IN-LIEU PAYMENTS

City of Riverside

In-Lieu Payment

$10,206,312

12,113,997
12,422,389
13,772,065
14,848,312
15,533,453
13,800,000



Short-Term Obligations
The City currently has no outstanding short-term obligations.
Long-Term Obligations

General Obligation Debt. As of June 30, 2003, the City had no long-term general obligation
bonded indebtedness outstanding and has never defaulted on any of its bonded indebtedness

previously issued.

Lease Obligations. The City has made use of various lease arrangements with the Riverside
Parking Authority, the Riverside Civic Center Authority and the Riverside Municipal
Improvements Corporation to finance capital projects through the issuance of certificates of
participation and lease revenue bonds. Upon expiration of these underlying leases, title to the
projects vest in the City. In addition, the City has issued Certificates of Participation aggregating
$57,305,000 in principal outstanding for such purposes. Total future minimum lease payments
payable over the life of these issues are estimated to be $104,068,919.

When required under these leases, the City carries commercial insurance for all risk coverage,
including earthquake and rental interruption insurance.

Table A-8
SUMMARY OF LONG-TERM OBLIGATIONS
City of Riverside
Total
Outstanding FY2004
Original Issue Principal Payments
1999 Certificates of Participation $6,360,000 $4,120,000 $876,010
2003 Certificates of Participation 53,185,000 53,185,000 2,427,329

Source: City of Riverside.

The City also leases various equipment through capital leasing arrangements payable from the
general fund or enterprise funds. The future minimum lease obligations as of June 30, 2003
were as follows:

Years Ending Minimum Lease
June 30 Payments
2004 $1,137
2005 1,067
2006 994
2007 953
2008 and thereafter 2,260
Total minimum lease payments $6,411

Source: City of Riverside.
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APPENDIX B

Book-Entry-Only System

The information in this section concerning DTC and DTC's book-entry system has been obtained

from sources that the City believes to be reliable, but the City takes no responsibility for the
accuracy thereof. The City cannot and does not give any assurances that DTC, DTC
Participants or Indirect Participants will distribute to the Beneficial Owners (a) payments of
interest, principal, or premium, if any, with respect to the Bonds, (b) certificates representing
ownership interest in or other confirmation or ownership interest in the Bonds, or (c)
redemption or other notices sent to DTC or Cede & Co., its nominee, as the registered owner of
the Bonds, or that they will so do on a timely basis or that DTC, DTC Participants or DTC
Indirect Participants will act in the manner described in this Official Statement. 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.

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully-registered
securities registered initially 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
certificate for each maturity will be issued for the Bonds in the aggregate principal amount of
such maturity, and will be deposited with DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the
New York Banking Law, a "banking organization" within 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, 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 2 million issues of U.S. and non-U.S. equity issues, corporate and
municipal debt issues, and money market instruments from over 85 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, in turn, is owned
by a number of Direct Participants of DTC and Members of the National Securities Clearing
Corporation, Government Securities Clearing Corporation, MBS Clearing Corporation, and
Emerging Markets Clearing Corporation, (NSCC, GSCC, MBSCC, and EMCC, also subsidiaries
of DTC), as well as by the New York Stock Exchange, Inc., the American Stock Exchange, and
the National Association of Securities Dealers, Inc. 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.dlfcc.com.
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Purchases of Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Bonds on DTC's records. The ownership interest of each
actual purchaser of each Bond ("Beneficial Owner") is in turn to be recorded on the Direct and
Indirect Participants' records. Beneficial Owners will not receive written confirmation from
DTC of their purchase. Beneficial Owners are, however, expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered
into the transaction. Transfers of ownership interests in the Bonds are to be accomplished by
entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial
Owners. Beneficial Owners will not receive Bonds representing their ownership interests in
Bonds, except in the event that use of the book-entry system for the Bonds is discontinued.

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

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or
regulatory requirements as may be in effect from time to time.

Redemption notices shall be sent to DTC. If less than all of the Bonds 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.

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

Principal and interest payments on the Bonds will be made to Cede & Co., or such other nominee
as may be requested by an authorized representative of DTC. DTC's practice is to credit Direct
Participants' accounts upon DTC’s receipt of funds and corresponding detail information from
the City on a payable date in accordance with their respective holdings shown on DTC's records.
Payments by Participants to Beneficial Owners will be governed by standing instructions and
customary practices, as is the case with securities held for the accounts of customers in bearer
form or registered in "street name", and will be the responsibility of such Participant and not of
DTC or its nominee, the Paying Agent (as defined herein), the City, or the County, subject to any
statutory or regulatory requirements as may be in effect from time to time. Payment of principal
and interest to Cede & Co. (or such other nominee as may be requested by an authorized
representative of DTC) is the responsibility of the City or the Paying Agent, disbursement of
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such payments to Direct Participants will be the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the Bonds at any time
by giving reasonable notice to the City, or the City may decide to discontinue use of the system
of book-entry transfers through DTC. Under such circumstances, in the event that a successor
securities depository is not obtained, fully registered physical certificates are required to be
printed and delivered.

In the event that the book-entry-only system is discontinued, payments of principal of and
interest on the Bonds shall be payable as described herein under the caption "THE BONDS -
Payment", and transfers will be governed as described herein under the caption “Registration,
Transfer and Exchange of Bonds.”
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APPENDIX C

Excerpts From 2002-2003 Audited Financial Statements of the City
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APPENDIX D

FORM OF LEGAL OPINION

(Date of Delivery)

Mayor and City Council
City of Riverside

3900 9th Street

Riverside, California 92522

Re:  $20,000,000 City of Riverside Election of 2003 General Obligation
Bonds, Series 2004

Ladies and Gentlemen:

We have examined a certified copy of the record of the proceedings relative to the
issuance and sale of $20,000,000 City of Riverside Election of 2003 General Obligation Bonds,
Series 2004 (the “Bonds™). As to questions of fact material to our opinion, we have relied upon
the certified proceedings and other certifications of public officials furnished to us without
undertaking to verify the same by independent investigation.

Based on our examination, as bond counsel, of existing law, certified copies of
such legal proceedings and such other proof as we deem necessary to render this opinion, we are
of the opinion, as of the date hereof and under existing law, that:

1. Such proceedings and certifications demonstrate lawful authority for the
issuance and sale of the Bonds pursuant to Article 1 (commencing with Section 43600) of
Chapter 4 of Division 4, Title 4 of the Government Code of the State of California, a two-thirds
vote of the qualified electors of the City of Riverside (the “City”) voting at an election held on
November 4, 2003, and a resolution of the City Council of the City (the “Resolution”).

2. The Bonds constitute valid and binding general obligations of the City,
payable as to both principal and interest from the proceeds of the levy of ad valorem taxes on all
property subject to such taxes in the City at a rate which may not exceed $12 per $100,000 of
assessed value of property.

3. Under existing statutes, regulations, rulings and judicial decisions, interest
on the Bonds is excluded from gross income for federal income tax purposes and is not an item
of tax preference for purposes of calculating the federal alternative minimum tax imposed on
individuals and corporations; however, it should be noted that, with respect to corporations, such



interest may be included as an adjustment in the calculation of alternative minimum taxable
income, which may affect the alternative minimum tax liability of corporations.

4. Interest on the Bonds is exempt from State of California personal income
tax.

5. The difference between the issue price of a Bond (the first price at which a
substantial amount of the Bonds of a maturity is to be sold to the public) and the stated
redemption price at maturity with respect to such Bonds constitutes original issue discount.
Original issue discount accrues under a constant yield method, and original issue discount will
accrue to a Bondowner before receipt of cash attributable to such excludable income. The
amount of original issue discount deemed received by a Bondowner will increase the
Bondowner’s basis in the applicable Bond. Original issue discount that accrues to the
Bondowner is excluded from the gross income of such owner for federal income tax purposes, is
not an item of tax preference for purposes of the federal alternative minimum tax imposed on
individuals and corporations, and is exempt from State of California personal income tax.

6. The difference between the issue price of a Bond and the stated
redemption price at maturity of such Bond constitutes original issue premium, which is not
deductible from gross income for Federal income tax purposes. The amount of amortizable
Bond premium for a taxable year is determined actuarially on a constant interest rate basis over
the term of each such Bond or, in the case of a callable Bond, on a more accelerated basis. For
purposes of determining gain or loss on the sale or other disposition of such a Bond, an initial
purchaser who acquires the Bond in the initial offering to the public at the initial offering price is
required to decrease his or her adjusted basis in the Bond annually by the amount of amortizable
premium for the taxable year.

The opinions expressed herein may be affected by actions taken (or not taken) or
events occurring (or not occurring) after the date hereof. We have not undertaken to determine,
or to inform any person, whether any such actions or events are taken or do occur. The
Resolution and the Tax Certificate of the City relating to the Bonds permit certain actions to be
taken or to be omitted if a favorable opinion of Bond Counsel is provided with respect thereto.
No opinion is expressed herein as to the exclusion from gross income of interest (and original
issue discount) for federal income tax purposes with respect to any Bond if any such action is
taken or omitted based upon the advice of counsel other than ourselves. Other than expressly
stated herein, we express no opinion regarding tax consequences with respect to the Bonds.

The opinions expressed herein as to the exclusion from gross income of interest
(and original issue discount) on the Bonds are based upon certain representations of fact and
certifications made by the City and others and are subject to the condition that the City complies
with all requirements of the Internal Revenue Code of 1986, as amended (the “Code”), that must
be satisfied subsequent to the issuance of the Bonds to assure that such interest (and original
issue discount) will not become includable in gross income for federal income tax purposes.
Failure to comply with such requirements of the Code might cause interest (and original issue
discount) on the Bonds to be included in gross income for federal income tax purposes
retroactive to the date of issuance of the Bonds. The City has covenanted in the Resolution and
the previously mentioned Tax Certificate to comply with all such requirements.

D-2



The rights of the owners of the Bonds and the enforceability thereof may be
subject to bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting
creditors’ rights heretofore or hereafter enacted, to the extent constitutionally applicable, and
their enforcement may also be subject to the exercise of judicial discretion in appropriate cases.

Respectfully submitted,
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APPENDIX E

Form of Continuing Disclosure Certificate

THIS CONTINUING DISCLOSURE CERTIFICATE (the “Disclosure Certificate”) is executed and
delivered by the CITY OF RIVERSIDE (the “City” and the “Issuer”) in connection with the issuance
of the $20,000,000 City of Riverside Election of 2003 General Obligation Bonds, Series 2004 (the
“Bonds”). The Bonds are being authenticated and delivered pursuant to a resolution of the City
Council of the City of Riverside (the “Resolution”). The City covenants and agrees as follows:

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed
and delivered by the Issuer for the benefit of the holders and beneficial owners of the Bonds and in
order to assist the Participating Underwriters (as defined herein) in complying with S.E.C. Rule 15¢2-
12(b)(5).

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

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

“Business Day” shall mean any day other than (i) a Saturday or a Sunday or (ii) a day on which
banking institutions in the State of California are authorized or obligated by law or executve order to
be closed.

“Disclosure Representative” shall mean the Finance Director of the City or his or her designee,
or such other officer or employee as the Issuer shall designate in writing to the Dissemination Agent
from time to time.

“Dissemination Agent” shall mean U. S. Bank National Association, or any successor
Dissemination Agent designated in writing by the Issuer and which has filed with the Dissemination
Agent and the Issuer a written acceptance of such designation.

“Fiscal Year” shall mean the fiscal year of the City.

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

“National Repository” shall mean any Nationally Recognized Municipal Securities
Information Repository for purposes of the Rule.

“Official Staternent” shall mean the final Official Statement for the Bonds.

“Participating_Underwriters” shall mean the original purchaser(s) of the Bonds required to
comply with the Rule in connection with the offering of the Bonds.



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

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

“State Repository” shall mean any public or private repository or entity designated by the State
of California as a state repository for the purpose of the Rule and recognized as such by the Securities
Exchange Commission. As of the date of this Disclosure Certificate, there is no State Repository.

Section 3. Provision of Annual Reports.

(a) The Issuer shall cause the Dissemination Agent to not later than March 1 following
each Fiscal Year, commencing April 1, 2005, provide to each Repository an Annual Report which is
consistent with the requirements of Section 4 of this Disclosure Certificate; provided that the audited
financial statements of the Issuer may be submitted separately from and later than the rest of the
Annual Report if they are not available by the date required above for the filing of the Annual Report.
Not later than fifteen (15) Business Days prior to said date, the Issuer shall provide the Annual Report
to the Dissemination Agent (if the Issuer is not the Dissemination Agent). In each case, the Annual
Report may be submitted as a single document or as separate documents comprising a package, and
may cross-reference other information as provided in Section 4 of this Disclosure Certificate. The
Issuer shall provide a written certification with each Annual Report furnished to the Dissemination
Agent (if the Issuer is not the Dissemination Agent) to the effect that such Annual Report constitutes
the Annual Report required to be furnished by it hereunder. The Dissemination Agent may
conclusively rely upon such certification of the Issuer and shall have no duty or obligation to review
such Annual Report.

) If by fifteen (15) Business Days prior to the date specified in subsection (a) for
providing the Annual Report to the Repositories, the Dissemination Agent (if the Issuer is not the
Dissemination Agent) has not received a copy of the Annual Report, the Dissemination Agent shall
contact the Issuer, to determine if the Issuer is in compliance with subsection (a).

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

(d)  The Dissemination Agent shall:

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

(i)  file a report with the Issuer certifying that the Annual Report has been provided
pursuant to this Disclosure Certificate, stating the date it was provided and listing all the Repositories
to which it was provided.

Section 4. Content of Annual Reports. The Annual Report shall contain or incorporate by
reference the following:



(a) Audited Financial Statements of the Issuer prepared in accordance with generally
accepted accounting principles as promulgated to apply to governmental entities from time to time by
the Governmental Accounting Standards Board. If the Issuer’s audited financial statements are not
available by the time the Annual Report is required to be filed pursuant to Section 3(a), the Annual
Report shall contain unaudited financial statements in a format similar to the financial statements
contained in the Official Statement, and the audited financial statements shall be filed in the same
manner as the Annual Report when they become available.

(b)  Other financial information and operating data relating to the City contained in the
Official Statement for the Bonds in Table 1 “Historical and Secured Property Tax Revenues,” Table 2
“Assessed Value of Taxable Property” and an update of current year’s information for Table 7,
“Estimated City Tax Levy, and Debt Service.”

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

Section 5. Reporting of Significant Events.

(a) This Section 5 shall govern the giving of notices of the occurrence of any of the
following events:

1. Delinquency in payment when due of any principal of or interest on the Bonds.

2. Occurrence of any event of default under the Resolution (other than as
described in clause (1) above).

3. Amendment to the Resolution or this Disclosure Certificate modifying the rights
of the owners of the Bonds.

4, Giving of a notice of optional or unscheduled redemption or any Bonds.
5. Defeasance of the Bonds or any portion thereof.

6. Any change in the rating, if any, on the Bonds.

7. Adverse tax opinions or events affecting the tax-exempt status of the Bonds.

8. Any unscheduled draws on any credit enhancement reflecting financial
difficulties.

9. Any change or substitution in the provider of any credit enhancement, or

any failure by the credit enhancer to perform on the credit enhancement.



(b) The Dissemination Agent shall, promptly after obtaining actual knowledge of the
occurrence of any of the Listed Events (except events listed in clauses (a)(1), (4) or (5)), contact the
Disclosure Representative, inform such person of the event, and request that the Issuer promptly notify
the Dissemination Agent in writing whether or not to report the event pursuant to subsection (f) and
promptly direct the Dissemination Agent whether or not to report such event to the owners of the
Bonds unless it is otherwise required to be reported by the Dissemination Agent to the Bond owners
under the Resolution. For purposes of this Disclosure Certificate, “actual knowledge” of the
occurrence of such Listed Events shall mean actual knowledge by the officer at the office of the
Dissemination Agent with responsibility for matters regarding the Resolution.

© Whenever the Issuer obtains knowledge of the occurrence of a Listed Event, whether
because of a notice from the Dissemination Agent pursuant to subsection (b) or otherwise, the Issuer
shall as soon as possible determine if such event would constitute material information for owners of
the Bonds under applicable Federal securities law, provided that any event under subsection (a)(6) will
always be deemed to be material.

(d) If the Issuer has determined that knowledge of the occurrence of a Listed Event would
be material under applicable Federal securities law, the Issuer shall promptly notify the Dissemination
Agent in writing. Such notice shall instruct the Dissemination Agent to report the occurrence pursuant
to subsection (f).

(e) If in response to a request under subsection (b), the Issuer determines that the Listed
Event would not be material under applicable Federal securities law, the Issuer shall so notify the
Dissemination Agent in writing and instruct the Dissemination Agent not to report the occurrence
pursuant to subsection (f).

® If the Dissemination Agent has been instructed by the Issuer to report the occurrence of
a Listed Event, the Dissemination Agent shall file a notice of such occurrence with the Municipal
Securities Rulemaking Board and each State Repository. Notwithstanding the foregoing:

(1) notice of the occurrence of a Listed Event described in clauses (1), (4) or (5) of
subsection (a) shall be given by the Dissemination Agent unless the Issuer gives the
Dissemination Agent affirmative instructions not to disclose such occurrence; and

(i1) notice of the occurrence of a Listed Event described in clauses (4) and (5) of
subsection (a) shall not be given under this subsection any earlier than the notice (if any) of the
underlying event is given to owners of affected Bonds pursuant to the Resolution.

Section 6. Termination of Reporting Obligation. The Issuer’s obligations under this
Disclosure Certificate shall terminate upon the defeasance, prior redemption or payment in full of all
of the Bonds. If such termination occurs prior to the final maturity of the Bonds, the Issuer shall give
notice of such termination in the same manner as for a Listed Event under Section 5.

Section 7. Dissemination Agent. The Issuer may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and
may discharge any such Dissemination Agent, with or without appointing a successor Dissemination
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Agent. If at any time there is not any other designated Dissemination Agent, the Issuer shall be the
Dissemination Agent. The Dissemination Agent may resign by providing thirty (30) days’ written
notice to the Issuer. Upon receiving notice of such resignation, the Issuer shall promptly appoint a
successor Dissemination Agent by an instrument in writing or assume the responsibilities of the
Dissemination Agent. Any resignation or removal of the Dissemination Agent shall become effective
upon acceptance of appointment by the successor Dissemination Agent or when, and if, the Issuer
assumes the obligations of the Dissemination Agent.

If no appointment of a successor Dissemination Agent shall be made pursuant to the foregoing
provisions of this Section and the Issuer does not assume the responsibilities of the Dissemination
Agent, within forty-five (45) days after the Dissemination Agent shall have given to the Issuer written
notice or after a vacancy in the office of the Dissemination Agent shall have occurred by reason of its
inability to act, the Dissemination Agent or any beneficial owner of the Bonds may apply to any court
of competent jurisdiction to appoint a successor Dissemination Agent. Said court may thereupon,
after such notice, if any, as such court may deem proper, appoint a successor Dissemination Agent.

If, by reason of the judgment of any court, or regulatory agency, the Dissemination Agent is
rendered unable to perform its duties hereunder, all such duties and all of the rights and powers of the
Dissemination Agent hereunder shall be assumed by and vest in the Issuer in trust for the benefit of
the beneficial owners of the Bonds. The Issuer covenants for the direct benefit of the beneficial
owners that its Director of Fiscal Services shall be vested with all of the rights and powers of the
Dissemination Agent hereunder, and shall assume all of the responsibilities and perform all of the
duties of the Dissemination Agent hereunder, in trust for the benefit of the beneficial owners of the
Bonds. In such event, the Director of Fiscal Services may designate a successor Dissemination Agent
qualified to act as Dissemination Agent hereunder.

Section 8. Amendment. (a) This Disclosure Certificate may be amended, without the consent
of the owners of the Bonds, if all of the following conditions are satisfied: (1) such amendment is
made in connection with a change in circumstances that arises from a change in legal (including
regulatory) requirements, a change in law (including rules or regulations) or in interpretations thereof,
or a change in the identity, nature or status of the Issuer or the type of business conducted by the
Issuer, (2) this Disclosure Certificate, as so amended, would have complied with the requirements of
the Rule as of the date of this Disclosure Certificate, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances, (3) the Issuer shall have delivered
to the Dissemination Agent an opinion of nationally recognized bond counsel or counsel expert in
Federal securities law, addressed to the Issuer, to the same effect as set forth in clause (2) above, (4)
the Issuer shall have delivered to the Dissemination Agent an opinion of nationally recognized bond
counsel or counsel expert in Federal securities law, addressed to the Issuer, to the effect that the
amendment does not materially impair the interests of the owners of the Bonds, and (5) the Issuer shall
have delivered copies of such opinion and amendment to each Repository.

(b)  This Disclosure Certificate may be amended upon obtaining consent of owners of at
least 25% in aggregate principal amount of the outstanding Bonds.

(c) To the extent any amendment to this Disclosure Certificate results in a change in the
type of financial information or operating data provided pursuant to this Disclosure Certificate, the
first Annual Report provided thereafter shall include a narrative explanation of the reasons for the
amendment and the effect of the change.



(@ If an amendment is made to the basis on which financial statements are prepared, the
Annual Report for the year in which the change is made shall present a comparison between the financial
statements or information prepared on the basis of the new accounting principles and those prepared on
the basis of the former accounting principles. Such comparison shall include a quantitative and, to the
extent feasible, qualitative discussion of the differences in the accounting principles and the effect of the
change in the accounting principles on the presentation of the financial information.

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

Section 10. Default. In the event of a failure of the Issuer to comply with any provision of this
Disclosure Certificate, any beneficial owner of the Bonds may take such action as may be necessary
and appropriate, including seeking mandate or specific performance by court order, to cause the Issuer
to comply with its obligations under this Disclosure Certificate. A default under this Disclosure
Certificate shall not be deemed a default under the Resolution and the sole remedy under this
Disclosure Certificate in the event of any failure of the Issuer to comply with this Disclosure
Certificate shall be an action to compel performance.

Section 11. Duties, Immunities of the Dissemination Agent. The Dissemination Agent (if other
than the Issuer) shall have only such duties as are specifically set forth in this Disclosure Certificate, and
the Issuer agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and
agents, harmless against any loss, expense and liabilities which it may incur arising out of or in the
exercise or performance of its powers and duties hereunder, including the costs and expenses (including
attorneys’ fees) of defending against any claim of liability, but excluding liabilities due to the
Dissemination Agent’s negligence or willful misconduct. The Dissemination Agent shall be paid
compensation by the Issuer for its services provided hereunder in accordance with its schedule of fees as
amended from time to time and all expenses, legal fees and advances made or incurred by the
Dissemination Agent in the performance of its duties hereunder. The Dissemination Agent shall have no
duty or obligation to review any information provided to it by the Issuer and shall not be deemed to be
acting in any fiduciary capacity for the Issuer, the owners of the Bonds, or any other party. The
obligations of the Issuer under this Section 11 shall survive resignation or removal of the Dissemination
Agent and payment of the Bonds.

Date: June _, 2004

CITY OF RIVERSIDE

By:

Finance Director



EXHIBIT A

NOTICE TO MUNICIPAL SECURITIES RULEMAKING BOARD
OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: City of Riverside

Name of Bond Issue: Dity of Riverside Election of 2003, General Obligation Bonds, Series
2004

Date of Issuance: June _, 2004

NOTICE IS HEREBY GIVEN that the Issuer, the City of Riverside, has not provided an
Annual Report with respect to the above-named Bonds as required by Section 3 of its Continuing
Disclosure Certificate dated as of July __, 2004. The Issuer anticipates that the Annual Report will be
filed by

Dated:
U. S. Bank National Association,
as Dissemination Agent
By:
Authorized Signatory
cc: Issuer



(This Page Intentionally Left Blank)



APPENDIX F

Form of Municipal Bond Insurance Policy
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ML CAPITAL ASSURANCE

1221 Avenue of the Americas
New York, New York 10020
Telephone: (212) 478-3400

MUNICIPAL BOND

INSURANCE POLICY
ISSUER: [ ] Policy No: [ ]
BONDS: [ ] Effective Date: | ]

XL Capital Assurance Inc, (XLCA), a New York stock insurance company, in consideration of the payment of the
premium and subject to the terms of this Policy (which includes each endorsement attached hereto), hereby agrees
unconditionally and irrevocably to pay to the trustee (the "Trustee") or the paying agent (the "Paying Agent") (as set forth in
the documentation providing for the issuance of and securing the Bonds) for the benefit of the Owners of the Bonds or, at the
election of XLCA, to each Owner, that portion of the principal and interest on the Bqnds that shall become Due for Payment
but shall be unpaid by reason of Nonpayment.

|3

XLCA will pay such amounts to or for the benefit of the Owners0 day on which such principal and
interest becomes Due for Payment or one (1) Business Day following “on which XLCA shall have received
Notice of Nonpayment (provided that Notice will be deemed receiyéd on &'gi Pay it is received prior to 10:00
a.m. Pacific time on such Business Day; otherwise it will be deeined usiness Day), but only upon
receipt by XLCA, in a form reasonably satisfactory to it, of (8 er's right to receive payment of the
principal or interest then Due for Payment and (b) eviderCe, inelididg any spprepriate dnstruments of assignment, that all of
the Owner's rights with respect to payment of such pxntipahg \\ Q e for Payment shall thereupon vest in

afly appurtenant coupon to the Bond or the
< fully subrogated to the rights of the Owner,

XLCA. Upon such disbursement, XLCA shall beco g Ownaxof* the

including the Owner's right to receive paymerts upec 3 dexient of any payment by XLCA hereunder. Payment
by XLCA to the Trustee or Paying Agent ; g Ow shall, to the extent thereof, discharge the obligation of
XLCA under this Policy

In the event the Tru, 2 t hag noticethat any payment of principal or interest on a Bond which has
become Due for Payment a ich is\made ¢ wnet By or on behalf of the Issuer of the Bonds has been recovered from
the Owner pursuant to-a_fingl j a xourt of competent jurisdiction that such payment constitutes an avoidable
preference to such O ) the mganingof any“applicable bankruptcy law, such Owner will be entitled to payment from

The following terms-sirall havs the meanings specified for all purposes of this Policy, except to the extent such terms
are expressly modified by axend
tions in the State of California, the State of New York or the Insurer's Fiscal Agent are
authorized or required by law or executive order to remain closed. "Due for Payment", when referring to the principal of
Bonds, is when the stated maturity date or a mandatory redemption date for the application of a required sinking fund
installment has been reached and does not refer to any earlier date on which payment is due by reason of call for redemption
(other than by application of required sinking fund installments), acceleration or other advancement of maturity, unless
XLCA shall elect, in its sole discretion, to pay such principal due upon such acceleration; and, when referring to interest on
the Bonds, is when the stated date for payment of interest has been reached. "Nonpayment" means the failure of the Issuer to
have provided sufficient funds to the Trustee or Paying Agent for payment in full of all principal and interest on the Bonds
which are Due for Payment. "Notice" means telephonic or telecopied notice, subsequently confirmed in a signed writing, or
written notice by registered or certified mail, from an Owner, the Trustee or the Paying Agent to XLCA which notice shall
specify (a) the person or entity making the claim, (b) the Policy Number, (c) the claimed amount and (d) the date such
claimed amount became Due for Payment. "Owner" means, in respect of a Bond, the person or entity who, at the time of
Nonpayment, is entitled under the terms of such Bond to payment thereof, except that "Owner" shall not include the Issuer or
any person or entity whose direct or indirect obligation constitutes the underlying security for the Bonds.

XLCAP-005 (Muni Spec - California 12-2001)



XLCA may, by giving written notice to the Trustee and the Paying Agenf, agpoint a fiscal agent (the "Insurer's
Fiscal Agent") for purposes of this Policy. From and after the date of receipt b Yrusice and the Paying Agent of such

delivered to XLCA pursuant to this Policy shall be simultaneously deliveréd to Fi3cal Agent and to XCLA and
shall not be deemed received until received by both and (b) all paymefits regquirg XLCA under this Policy
may be made directly by XL.CA or by the Insurer's Fiscal Agent opdpalf of A es’Fiscal Agent is the agent

act of the Insurer's Fiscal Agent

Except to the extent expressly modified by an'® e Sretd ¥ Policy is non-cancelable by XLCA, and
(b) the Premium on this Policy is not refundable foramy rda Thi i not insure against loss of any prepayment

E INSOLVENT, ANY CLAIMS ARISING UNDER
IA GUARANTY INSURANCE FUND SPECIFIED IN

SPEC SPECIMEN

Name: Name:
Title: Title:
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