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MATURITY SCHEDULE
(Base CUSIP:t 769030)

Maturity Date Principal Interest

(September 1) Amount Rate Price CUSIPYT
2011 $435,000 4.500% 104.257 AAS
2012 455,000 4.000 102.115 AB3
2013 470,000 4.500 105.159 AC1
2014 495,000 4.000 102.042 AD9
2015 515,000 4.000 101.879 AE7
2016 535,000 4.000 101.638 AF4
2017 555,000 4.000 100.978©@ AG2
2018 580,000 4.000 100.404© AHO
2019 600,000 4.000 99.697 AJ6
2020 625,000 4.000 98.631 AK3
2021 650,000 4.100 98.678 ALl
2022 675,000 4.125 98.334 AM9
2023 705,000 4.200 98.803 AN7
2024 735,000 4.250 98.761 AP2

$5,140,000 4.500% Term Certificates due September 1, 2030, Price: 98.128 CUSIP:+ AQO
$6,775,000 5.000% Term Certificates due September 1, 2036, Price: 104.045© CUSIP:t ARS8

(c) Priced to par call date of September 1, 2016.

+ Copyright 2006, American Bankers Association. CUSIP data herein are provided by Standard & Poor’s CUSIP Service Bureau, a division of The McGraw-Hill
Companies, Inc., and are provided for convenience of reference only. Neither the City nor the Underwriter assumes any responsibility for the accuracy of these CUSIP
data.
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GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT

No Offering May Be Made Except by this Official Statement. No dealer, broker, salesperson or
other person has been authorized to give any information or to make any representations with respect to the
Certificates other than as contained in this Official Statement, and if given or made, such other information or
representation must not be relied upon as having been authorized.

No Unlawful Offers or Solicitations. This Official Statement does not constitute an offer to sell or
the solicitation of an offer to buy in any state in which such offer or solicitation is not authorized or in which the
person making such offer or solicitation is not qualified to do so or to any person to whom it is unlawful to make
such offer or solicitation.

Effective Date. This Official Statement speaks only as of its date, and the information and
expressions of opinion contained in this Official Statement are subject to change without notice. Neither the
delivery of this Official Statement nor any sale of the Certificates will, under any circumstances, create any
implication that there has been no change in the affairs of the City or any other parties described in this Official
Statement.

Use of this Official Statement. This Official Statement is submitted in connection with the sale of the
Certificates referred to herein and may not be reproduced or used, in whole or in part, for any other purpose.
This Official Statement is not a contract with the purchasers of the Certificates.

Preparation of this Official Statement. The information contained in this Official Statement has
been obtained from sources that are believed to be reliable, but this information is not guaranteed as to
accuracy or completeness.

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.

Document References and Summaries. All references to and summaries of the Trust Agreement,
the Lease Agreement or other documents contained in this Official Statement are subject to the provisions of
those documents and do not purport to be complete statements of those documents.

Certificates are Exempt from Securities Laws Registration. The issuance and sale of the
Certificates have not been registered under the Securities Act of 1933, as amended, or the Securities
Exchange Act of 1934, as amended, in reliance upon exemptions for the issuance and sale of municipal
securities provided under Section 3(a)(2) of the Securities Act of 1933 and Section 3(a)(12) of the Securities
Exchange Act of 1934.

Stabilization of Prices. In connection with this offering, the Underwriter may overallot or effect
transactions which stabilize or maintain the market price of the Certificates 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 Certificates to certain dealers and others at prices lower than the public
offering prices set forth on the cover page hereof and said public offering prices may be changed from time to
time by the Underwriter.

Estimates and Projections. Certain statements included or incorporated by reference in this Official
Statement constitute “forward-looking statements” within the meaning of the United States Private Securities
Litigation Reform Act of 1995, Section 21E of the United States Securities Exchange Act of 1934, as amended,
and Section 27A of the United States Securities Act of 1933, as amended. Such statements are generally
identifiable by the terminology used such as “plan,” “expect,” “estimate,” “budget” or other similar words.

THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED IN SUCH
FORWARD-LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS, UNCERTAINTIES AND
OTHER FACTORS WHICH MAY CAUSE ACTUAL RESULTS, PERFORMANCE OR ACHIEVEMENTS
DESCRIBED TO BE MATERIALLY DIFFERENT FROM ANY FUTURE RESULTS, PERFORMANCE OR
ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH FORWARD-LOOKING STATEMENTS. THE CITY
DOES NOT PLAN TO ISSUE ANY UPDATES OR REVISIONS TO THOSE FORWARD-LOOKING
STATEMENTS IF OR WHEN ITS EXPECTATIONS, OR EVENTS, CONDITIONS OR CIRCUMSTANCES ON
WHICH SUCH STATEMENTS ARE BASED OCCUR.
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$19,945,000
CITY OF RIVERSIDE
2006 LEASE REVENUE CERTIFICATES OF PARTICIPATION
(GALLERIA AT TYLER PUBLIC IMPROVEMENTS)

INTRODUCTION

This introduction contains only a brief summary of certain of the terms of the Certificates
being offered, and a brief description of the Official Statement. All statements contained in this
introduction are qualified in their entirety by reference to the entire Official Statement.

General

The purpose of this Official Statement (which includes the cover page and the
Appendices attached hereto) is to provide information concerning the execution and delivery of
the City of Riverside's (the "City") 2006 Certificates of Participation (Galleria at Tyler Public
Improvements) (the "Certificates").

The City

The City was incorporated in 1883 and operates under a charter adopted in 1953. The
City operates under a council-manager form of government, and is governed by a seven-
member City Council elected by wards with four-year staggered terms. The Mayor is elected at
large for a four-year term. The positions of City Clerk, City Manager and City Attorney are filled
by appointment of the City Council.

The City encompasses approximately 80.1 square miles in the western portion of
Riverside County (the "County"), about 60 miles east of downtown Los Angeles and
approximately 90 miles north of San Diego. The City is the county seat of the County. The
current population of the City is approximately 287,820. For other selected information
concerning the City, see "APPENDIX A - CITY OF RIVERSIDE GENERAL ECONOMIC AND
FINANCIAL INFORMATION" hereto.

Authority for the Certificates

The Certificates are being executed and delivered pursuant to the provisions of a Trust
Agreement, dated as of September 1, 2006 (the "Trust Agreement"), among the City, the City
of Riverside Municipal Improvements Corporation (the "Corporation") and U.S. Bank National
Association, as trustee (the "Trustee").

Purpose

The proceeds of the sale of the Certificates will be used, together with other available
moneys, (i) to provide funds to the City to finance acquisition, construction, installation and
equipping of various public improvements (the "Project") related to the Galleria at Tyler, a retail
center in the City, (ii) to fund, in whole or in part, a reserve fund for the Certificates, (iii) to
capitalize interest with respect to the Certificates through March 1, 2008, and (iv) to pay certain



costs of issuance of the Certificates. See "THE PROJECT AND THE LEASED PREMISES" and
"ESTIMATED SOURCES AND USES OF FUNDS" herein.

The public improvements comprising the Project also constitute a portion of the Leased
Premises (as defined below). As a result, and to minimize the risk that the Lease Payments will
be abated as a result of failure to complete the Project as expected by December 2007 (see
"RISK FACTORS - Abatement"), a portion of the proceeds of the Certificates will be used to
capitalize interest with respect to the Certificates through March 1, 2008. See "THE PROJECT
AND THE LEASED PREMISES".

Security for the Certificates

The Certificates evidence and represent undivided proportionate interest in the right to
receive certain Lease Payments and prepayments thereof. Lease Payments (as defined herein)
will be made by the City to the Corporation for the right to the use and occupancy of certain real
property and improvements thereon, including certain components of the Project (the "Leased
Premises") (see "THE PROJECT AND THE LEASED PREMISES - The Leased Premises"
below). The Leased Premises will be leased by the City from the Corporation pursuant to a
Lease Agreement, dated as of September 1, 2006 (the "Lease Agreement"), between the City,
as lessee, and the Corporation, as lessor.

In accordance with the Lease Agreement, the City is required to pay to the Trustee
specified Lease Payments for the Leased Premises which are designed to be sufficient to pay
the principal and interest with respect to the Certificates. See "APPENDIX B - SUMMARY OF
PRINCIPAL LEGAL DOCUMENTS" herein.

The City has covenanted in the Lease Agreement to take all such actions as may be
necessary to include all Lease Payments in each of its annual budgets for the General Fund
during the Term of the Lease Agreement and to make the necessary annual appropriations for
all such Lease Payments and Additional Payments. The covenants of the City constitute duties
imposed by law. In addition, the City has covenanted to maintain, or cause to be maintained,
insurance on the Leased Premises. See "SECURITY FOR THE CERTIFICATES -- Insurance"
herein. However, the Lease Payments are subject to abatement in certain circumstances. See "
- Abatement" below.

Pursuant to the Trust Agreement, the Corporation has assigned to the Trustee for the
benefit of the Owners of the Certificates (i) its right to receive Lease Payments from the City
under the Lease Agreement, (ii) all estate, right, title and interest of the Corporation in and to
and all duties and obligations of the Corporation under the Lease Agreement and (iii) all the
moneys and securities deposited or required to be deposited with the Trustee pursuant to the
Trust Agreement not expressly held for the benefit of the City.

Payment of the principal of and interest with respect to the Certificates when due will be
secured by an insurance policy (the " Policy") to be issued by Financial Guaranty Insurance
Company, doing business in California as FGIC Insurance Company (the "Insurer" or
“Financial Guaranty”) simultaneously with the delivery of the Certificates. See "CERTIFICATE
INSURANCE" below and APPENDIX G — "SPECIMEN FINANCIAL GUARANTY INSURANCE
POLICY" attached hereto.



Abatement

The amount of Lease Payments due under the Lease Agreement and, correspondingly,
the amount available to pay the principal and interest with respect to the Certificates, will be
subject to complete or partial abatement during any period in which, by reason of damage or
destruction or eminent domain, there is substantial interference with the use and possession by
the City of the Leased Premises. The amount of the abatement will be determined by the City
so that the resulting Lease Payments represent fair consideration for the use and occupancy of
the portions of the Leased Premises not damaged or destroyed. See "RISK FACTORS --
Abatement" herein.

Amounts on deposit in the Lease Payment Fund and the Reserve Fund, and proceeds
from any insurance or eminent domain award, constitute a special fund for payment of Lease
Payments, and will be available for to pay Lease Payments in the event there is substantial
interference with the use and possession of the Leased Premises.

Prepayment

The Certificates are subject to optional, extraordinary and mandatory prepayment as
described herein.

Limited Obligations

THE OBLIGATION OF THE CITY TO MAKE LEASE PAYMENTS IS AN OBLIGATION
PAYABLE EACH YEAR FROM THE CITY'S GENERAL FUND OR ANY SOURCE OF FUNDS
LEGALLY AVAILABLE FOR THE PAYMENT OF LEASE PAYMENTS, BUT DOES NOT
CONSTITUTE A DEBT OF THE CITY OR OF THE STATE OF CALIFORNIA OR OF ANY
POLITICAL SUBDIVISION THEREOF WITHIN THE MEANING OF ANY STATUTORY OR
CONSTITUTIONAL DEBT LIMITATION OR RESTRICTION, OR AN OBLIGATION FOR
WHICH THE CITY OR THE STATE OF CALIFORNIA IS OBLIGATED TO LEVY OR PLEDGE
ANY FORM OF TAXATION OR FOR WHICH THE CITY OR THE STATE OF CALIFORNIA
HAS LEVIED OR PLEDGED ANY FORM OF TAXATION.

Summaries Not Definitive

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

Copies of the documents described herein will be available at the Director of Finance's
office, City of Riverside, 3900 Main St. 4th Floor, Riverside, CA 92501.



CONTINUING DISCLOSURE

The City has covenanted for the benefit of owners of the Certificates to provide 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 (presently June 30) in each year commencing with its report for
fiscal year 2005-06 to be delivered not later than April 1, 2007 (the "Annual Report") and to
provide notices of the occurrence of certain enumerated events. These covenants have been
made in order to assist the Underwriter in complying with Securities Exchange Commission
Rule 15¢2-12(b)(5). The specific nature of the information to be contained in the Annual Report
or the notices of material events by the City is contained in "APPENDIX E - FORM OF
CONTINUING DISCLOSURE AGREEMENT."

Failure of the City to provide the required information at the required time may have a
negative impact on the value of the Certificates in the secondary market.

The City failed to include certain statistical information in its annual reports required
under a continuing disclosure obligation undertaken in connection with certificates of
participation executed and delivered in 1999. The City has since filed all required material and is
now current on all filings required pursuant to its previous continuing disclosure undertakings.

THE PROJECT AND THE LEASED PREMISES

The Project being financed with proceeds of the Certificates (see " - The Project" below)
is related to the Galleria at Tyler ("Tyler Mall"), a regional retail mall located in the City.

Tyler Mall

Tyler Mall is bounded by Magnolia Avenue on the north, Hughes Alley on the east, State
Route 91 on the south and Tyler Street on the west.

Tyler Mall currently consists of approximately 1,100,000 square feet of retail space,
including J.C. Penney, Macy’s and Nordstrom department stores, a large number of enclosed
mall tenants and a free-standing Barnes & Noble bookstore. As a result of the merger of
Federated Department Stores and May Department Stores Company, the former Macy’s
department store has closed and re-opened in the former Robinson’s-May department store,
which has permanently closed. The City is not aware of Federated Department Stores’ plans
for use of the former Macy’s department store.

Tyler Mall Limited Partnership ("Tyler Mall Limited Partnership"), the owner of most of
Tyler Mall (three of the anchor tenants own their own pads and related areas), has obtained all
discretionary land-use entitlements from the City to add approximately 150,000 net square feet
of retail and other space to the project, including an approximately 70,000 square foot multiplex
cinema. At completion of the additions, Tyler Mall will consist of approximately 1,200,000
square feet of retail and other space.

As a condition of approval of the entitlements for additions to Tyler Mall, Tyler Mall
Limited Partnership is obligated to construct the Parking Structure Addition (defined below) and
the Other Public Improvements (defined below) to serve public demand in the vicinity of Tyler
Mall. Upon completion of construction by Tyler Mall Limited Partnership and acceptance by the



City, the Parking Structure Addition and the Other Public Improvements will be owned by the
City.

The Project

A portion of the proceeds of the Certificates will be deposited in the Project Fund
established pursuant to the Trust Agreement and applied to the payment of the costs of the
following public improvements (the "Project"):

Parking Structure Addition. Addition of 645 net parking spaces (the "Parking Structure
Addition") to the existing Hughes Alley parking structure (the "Existing Parking Structure").
The Parking Structure Addition -- but not the Existing Parking Structure -- is one element of the
Leased Premises (see the "Leased Premises" below).

Existing Parking Structure. The Existing Parking Structure is a two-level structure
with one level at grade and one elevated level, covering a footprint approximately 128
feet wide by approximately 1,190 feet long. The Existing Parking Structure is composed
of three structurally independent segments, linked by expansion joints on the elevated
level. An internal parking ramp in the center segment provides access between the
upper and lower levels.

The Existing Parking Structure contains approximately 906 parking spaces. The
Existing Parking Structure is served by 5 entry-exits, two along the east side facing
Hughes Alley and three along the west side facing Tyler Mall. The entry-exit on the east
side on the south end provides direct access to the second level. All other entry-exits
provide access to the ground level.

The Existing Parking Structure was designed as a Type | Structure in accordance
with the provisions of the 1988 Uniform Building Code and was constructed in the 1989-
1990 timeframe.

The Parking Structure Addition. The Parking Structure Addition consists of three
discrete elements:

* A horizontal extension of the Existing Parking Structure, consisting of 229
parking spaces, with one level at grade and two levels above grade will
be located directly west of the Existing Parking Structure on the north
end. The extension will encompass a footprint of approximately 64 feet
wide by approximately 410 feet long. This extension will contain no
ramps and no entry-exits. Access to the extension will be provided via
the ramps and entry-exits in the Existing Parking Structure. The horizontal
extension will be structurally independent from the Existing Parking
Structure, but will be linked by expansion joints on the above-grade
levels. Tyler Mall Limited Partnership reports that that the addition will be
founded on spread footings, possibly augmented by micro-piles to resist
seismic uplift loads. The vertical load carrying structural system will
consist of cast-in-place concrete beams and columns supporting a cast-
in-place concrete deck. The beams and deck will be post-tensioned and
the columns will be conventionally reinforced. Shear walls will be used
for the lateral force resisting system. The addition was designed and will



be built as a Type | Structure in accordance with the provisions of the
2001 California Building Code.

* A horizontal extension of the Existing Parking Structure, consisting of
approximately 63 spaces (32 net spaces), with one level at grade and two
levels above grade will be located directly south of the Existing Parking
Structure. The extension will encompass a footprint of approximately 128
feet wide by 54 feet long. This extension will contain no ramps and no
entry-exits. Access to the extension will be provided via the ramps and
entry-exits in the Existing Parking Structure. The horizontal extension will
be linked structurally to the south end of the Existing Parking Structure.
The addition will be founded on spread footings, augmented by micro-
piles to resist seismic uplift loads. The vertical load carrying structural
system will consist of cast-in-place concrete beams and columns
supporting a cast-in-place concrete deck. The beams and deck will be
post-tensioned and the columns will be conventionally reinforced. Shear
walls will be used for the lateral force resisting system. The extension
was designed and will be built as a Type | Structure in accordance with
the provisions of the 2001 California Building Code.

* A vertical extension of the Existing Parking Structure, consisting of 451
parking spaces, will be located directly above the Existing Parking
Structure. A ramp from the second above-grade level to the new third
above-grade level will be constructed parallel to and directly above the
existing ramp in the center segment of the Existing Parking Structure. As
is the case for the Existing Parking Structure, the three segments of this
element of the Parking Structure Addition will be linked by expansion
joints on the top level. Tyler Mall Limited Partnership reports that the
Existing Parking Structure's columns and foundation will be adequate to
support the vertical loads from the vertical extension. The existing lateral
load-resisting system will need to be strengthened to carry the additional
lateral loads from the added deck and to meet current code requirements.
Existing shear walls will be reinforced by thickening them, existing
footings will be enlarged, and micro-piles will be used to resist seismic
uplift loads. The vertical load carrying structural system for the vertical
extension will consist of cast-in-place concrete beams and columns
supporting a cast-in-place concrete deck. The beams and deck will be
post-tensioned and the columns will be conventionally reinforced. Shear
walls will be used for the lateral force resisting system. The vertical
extension was designed and will be built as a Type | Structure in
accordance with the provisions of the 2001 California Building Code.

Pursuant to the Agreement Regarding Financing and Construction of Parking Facility
and Other Public Improvements dated January 4, 2005, between the City, the Redevelopment
Agency of the City of Riverside and Tyler Mall Limited Partnership, as amended (the
‘Agreement Regarding Financing”), Tyler Mall Limited Partnership is responsible for
construction of the Parking Structure Addition. Tyler Mall Limited Partnership has awarded a
contract for construction of the Parking Structure Addition to Camco Construction, Inc. Tyler
Mall Limited Partnership expects to obtain a building permit for construction of the Parking
Structure Addition and to begin construction on or about August 1, 2006 and to complete
construction in approximately December 2007.



Tyler Mall Limited Partnership, based on its acceptance of a bid from Camco

Construction, Inc., currently estimates the following construction budget for the Parking
Structure Addition and the Other Public Improvements described below:

Uses of Funds Amount
Architectural/Engineering $ 1,056,775
General Conditions 3,239,566
Other Public Improvements 3,848,608
Parking Structure Addition 12,233,515
Contingency 3,745,376
Total Budget $24,123,840
Sources of Funds Amount
Proceeds of the Certificates $17,350,000
Tyler Mall Limited Partnership Capital 6,773,840
Total Sources $24,123,840

(1)

The Project Fund established under the Trust Agreement will be funded with proceeds of
the Certificates in the amount of $16,987,189.94 and invested in a guaranteed
investment agreement at a rate of 5.053% with the intent of making the amount of
$17,350,000 available to fund the Project.

Because portions of the Parking Structure Addition will be dependent structurally and all

of it will be dependent operationally on the Existing Parking Structure, which is not one of the
assets comprising the Leased Premises (see “RISK FACTORS - Abatement” for a discussion
of certain risks arising out of the relationship between the Existing Parking Structure and the
Parking Structure Addition), the City and the Corporation, as applicable, will undertake certain
covenants in the Lease Agreement to ensure the availability to the City of the Parking Structure
Addition, including the following:

Right of Ingress and Egress. The City and the Corporation shall assure that
there shall be a right of ingress and egress through the Existing Parking Structure during
the term of the Lease Agreement, such that vehicular and pedestrian access to and from
the Parking Structure Addition will not be hampered or impeded. The City and the
Corporation shall cause any necessary parties with an interest in the Existing Parking
Structure to grant a similar right of ingress and egress.

Insurance. The City shall cause to be maintained all insurance with respect to
the Existing Parking Structure required under an existing lease agreement relating to the
Existing Parking Structure for the term of the Lease Agreement relating to the
Certificates. Moreover, the City shall maintain “all risk” insurance in an amount equal to
the lesser of (i) the full replacement value of the Existing Parking Structure and (ii) the
sum of the outstanding principal amount of (A) the certificates of participation executed



and delivered in 1999 to refinance acquisition and construction of the Existing Parking
Structure (the "Existing Parking Structure COPs") and (B) the Certificates.

Other Public Improvements. In addition to the Parking Structure Addition, proceeds of
the Certificates will be used to finance construction of the following public improvements at Tyler
Mall (“Other Public Improvements”), which will also constitute a portion of the Leased
Premises:

* North Plaza — An approximately 121,365 square foot public plaza and
adjacent public walkways near the corner of Tyler Street and Hughes
Alley, together with related improvements, water pools and fountains,
landscaping, lighting and irrigation.

* North Plaza Parking — An approximately 166,054 square foot surface
public parking field including approximately 419 public parking spaces,
together with related improvements, landscaping, lighting and
irrigation.

* Storm Drains - Storm drains relating to the other elements of the
Other Public Improvements.

Tyler Mall Limited Partnership has awarded a contract for construction of the Other
Public Improvements to Camco Construction, Inc. Tyler Mall Limited Partnership expects to
obtain a building permit for construction of the Other Public Improvements and to begin
construction on or about August 1, 2006 and to complete construction in approximately
December 2007. The budget for the Parking Structure Addition and the Other Public
Improvements is summarized above.

Abatement Risk Relating to Parking Structure Addition and Other Public Improvements.
Because the City may not promise to make Lease Payments from its general fund for the
Parking Structure Addition or the Other Public Improvements during the time they are under
construction and not available for use, the City will use a portion of the proceeds of the
Certificates to capitalize interest on the Certificates through March 1, 2008. The City believes
that the Parking Structure Addition and the Other Public Improvements can be constructed
within the estimated project schedule and within the estimated project cost. Although the City
has not in any way guaranteed the performance of either Tyler Mall Limited Partnership or the
contractors, it will obtain from Tyler Mall Limited Partnership, prior to execution and delivery of
the Certificates, a completion guaranty in the form of a completion agreement executed by Tyler
Mall Limited Partnership, whose general partner is GGP-Tyler Mall LLC, a Delaware limited
liability company. In the event Tyler Mall Limited Partnership fails to complete the Parking
Structure Addition and the Other Public Improvements, the City has the right, but not the
obligation, under the Agreement Regarding Financing to complete the project.

No assurance can be given that the Parking Structure Addition and the Other Public
Improvements will be completed as expected, or at all. If the Parking Structure Addition or the
Other Public Improvements are not completed prior to the time through which interest has been
capitalized on the Certificates, the Lease Payments may be subject to abatement and, as a
result, the Lease Payments could be insufficient to pay principal and interest with respect to the
Certificates.



In addition, because a portion of the Parking Structure Addition will be dependent
structurally on the Existing Parking Structure, which is not one of the Leased Premises, and all
of it will be dependent operationally on the Existing Parking Structure, there may be an
additional risk of abatement. See “RISK FACTORS-Abatement.”

The Leased Premises

Elements of the Leased Premises. “Leased Premises” is defined in the Lease
Agreement as the following real property and improvements:

Parking Structure Addition: The Parking Structure Addition. See " - The Project"
above.

Other Public Improvements: The Other Public Improvements. See “-The
Project” above. The City owns a leasehold interest in the land underlying the Other
Public Improvements under lease agreements with Tyler Mall Limited Partnership and
J.C. Penney Properties, Inc. Because of the existence of certain financing arrangements
involving the land underlying the Other Public Improvements, the City will obtain a non-
disturbance covenant from the lessors in the lease agreements; as a result, the City
does not expect the exercise of remedies under such financing arrangements to impact
its ability to make Lease Payments.

Second Parking Structure: The City owns a leasehold interest in a 912-space
parking structure (the “Second Parking Structure”) located at the Tyler Mall and a
leasehold interest in the land upon which the Second Parking Structure is located
pursuant to a Land and Parking Structure Lease Agreement, dated as of September 1,
2006 (the "Land and Parking Structure Lease Agreement"), between the City, as
lessee, and Tyler Mall Limited Partnership. Tyler Mall Limited Partnership reports that
the estimated value of the Second Parking Structure is approximately $9.1 million, based
on a replacement cost of $10,000 per parking space. The Second Parking Structure is a
four-level structure with one level at grade and three elevated levels, covering a footprint
approximately 250 feet wide by approximately 300 feet long.

The Second Parking Structure is founded on piles. The vertical load carrying
structural system consists of precast concrete beams and columns supporting a cast-in-
place concrete deck. The beams are post-tensioned and the columns and deck are
conventionally reinforced. Shear walls are used for the lateral force resisting system.
The Second Parking Structure was designed as a Type | Structure in accordance with
the provisions of the 1988 Uniform Building Code.



Streets: The Streets consist of the following arterial streets located in the City:

To/From

Cross Pavement
Street Street Length Width Right-of-Way | Replacement Year
Name Location (Feet) (Feet) Value* Cost* Lanes | Built
Tyler 91 Freeway| 3,200 86-106 ft. | $9,000,000 $756,250 6-8 1991
Street to 3,200 ft.

northerly
Magnolia| Banbury 3,400 98-122 ft. | 11,837,500 913,000 6 1991
Avenue | Drive to

Dawes

Street

Based on replacement cost as determined by the Department of Public Works and the value of
comparable rights of way.

The value of the Streets includes the value of the right-of-way as well as the
value of the asphalt. The Streets are owned by the City. The City will lease them to the
Corporation pursuant to a Lease and Right of Entry Agreement dated as of September
1, 2006 (the “Lease and Right of Entry Agreement”) and lease them back from the
Corporation pursuant to the Lease Agreement. The City does not make any
representations concerning the ownership of the land underlying the Streets which may
not be owned by the City in all cases. The City does not intend to obtain a policy of title
insurance on the Streets, and does not intend to record the Lease and Right of Entry
Agreement or the Lease Agreement with the Riverside County Recorder’s Office as an
encumbrance on the Streets.

Limitation on Enforcement of Remedies. Notwithstanding the provisions of the Lease
Agreement purporting to permit the Leased Premises to be entered upon and re-let in the event
of a default by the City thereunder, the enforcement of this remedy may be limited with respect
to (i) the Streets (because of their essential public purposes) and (ii) the Parking Structure
Addition, the Second Parking Structure and the Other Public Improvements (because of a
Reciprocal Easement Agreement governing operation of Tyler Mall). See "RISK FACTORS -
Limitation on Enforcement of Remedies; No Acceleration".

Operation of the Leased Premises

Following completion of the Parking Structure Addition and the Other Public
Improvements that will constitute part of the Leased Premises, they will be owned by the City
but operated and maintained by Tyler Mall Limited Partnership, along with the Second Parking
Structure, pursuant to the terms of an Operating Agreement for Galleria at Tyler Public Parking
and Other Public Improvements dated as of September 1, 2006 (the "Operating Agreement").

Pursuant to the Operating Agreement, Tyler Mall Limited Partnership will be authorized
to operate the Parking Structure Addition, the Second Parking Structure and the Other Public
Improvements for public purposes as set forth in the Operating Agreement including, among
other things, providing to the City and its representatives and the general public, the right of
ingress and egress across other property owned or otherwise controlled by Tyler Mall Limited
Partnership. Tyler Mall Limited Partnership will be required to manage and operate the Parking
Structure Addition, the Second Parking Structure and the Other Public Improvements at its sole
cost and expense, pursuant to guidelines set forth in the Operating Agreement. In connection
with its obligation to maintain the Parking Structure Addition, the Second Parking Structure and
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the Other Public Improvements, Tyler Mall Limited Partnership will also be required to pay for
capital repair, replacement and improvements.

Unless otherwise agreed by the City and Tyler Mall Limited Partnership, the general
public will not be charged for parking in the Parking Structure Addition or the Second Parking
Structure. Pursuant to the Operating Agreement, Tyler Mall Limited Partnership will have
certain financial accounting and budgetary obligations, as well as certain obligations to
indemnify and hold harmless the City and its officers, agents, elected and appointed officials,
employees and volunteers. Tyler Mall Limited Partnership’s indemnity agreement will be
supplemented with insurance policies as set forth in the Operating Agreement. The term of the
Operating Agreement will terminate on the earlier of (a) the date on which the City no longer
owns the public facilities and (b) the 15™ anniversary of the agreement’s commencement.

Release of Property; Substitution

Under the Lease Agreement, the City has the option to substitute other land, facilities or
improvements for the Leased Premises or any portion thereof or to release a portion of the
Leased Premises and Site from the lien of the Lease Agreement, provided that the City satisfies
all of the requirements set forth in the Lease Agreement.

The City is not entitled to any reduction, diminution, extension or other modification of
the Lease Payments whatsoever as a result of such substitution or release.

See "APPENDIX B - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - The Lease
Agreement -- Release and Substitution."

ESTIMATED SOURCES AND USES OF FUNDS

The proceeds to be received from the sale of the Certificates are anticipated to be
applied as follows:

SOURCES:

Principal Amount of Certificates $19,945,000.00

Plus Net Original Issue Premium 218,777.35
Total Sources $20,163,777.35

USES:

Project Fund $16,987,189.94

Reserve Fund 1,337,591.26

Delivery Costs Fund 553,259.05

Lease Payment Fund ©® 1,285.737.10
Total Uses: $20,163,777.35

™" To be used to finance a portion of the Project (see "THE PROJECT AND THE LEASED PREMISES" above).
Proceeds of the Certificates deposited in the Project Fund will be invested in a guaranteed investment agreement at
a rate of 5.053% with the intent of making the amount of $17,350,000 available to fund the Project.

Includes Underwriter's discount, premium for the Policy and other costs of issuing the Certificates.

Represents gross-funded capitalized interest on the Certificates through March 1, 2008.

2)
3)
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THE CERTIFICATES
General

The Certificates shall be delivered in the form of fully registered Certificates, without
coupons, in denominations of $5,000 or any integral multiple thereof, and shall be dated the
date of delivery to the original purchaser thereof. The Certificates will mature on the dates and
in the amounts set forth on the inside front cover of this Official Statement.

The Certificates, when issued, will be registered in the name of Cede & Co., as
registered owner and nominee of The Depository Trust Company, New York, New York
("DTC"). So long as DTC, or Cede & Co. as its nominee, is the registered owner of all
Certificates, all payments on the Certificates will be made directly to DTC, and disbursement of
such payments to the DTC “Participants” (as defined in Appendix F) will be the responsibility of
DTC, and disbursement of such payments to the Beneficial Owners (as defined in Appendix F)
will be the responsibility of the Participants, as more fully described in “Book-Entry Only System”
below.

Interest with respect to the Certificates is payable on March 1 and September 1 of each
year, commencing March 1, 2007, and continuing to and including the date of maturity or
prepayment, whichever is earlier.

Principal represented by the Certificates is payable on September 1 in each of the years
and in the amounts set forth on the inside front cover of this Official Statement.

Any Certificate may be transferred upon the registration books kept by the Trustee by
the person in whose name it is registered, in person or by his duly authorized attorney, upon
surrender of the Certificate for cancellation, accompanied by delivery of a written instrument of
transfer in a form approved by the Trustee, duly executed.

Certificates may be exchanged at the corporate trust office of the Trustee for a like
aggregate principal amount of Certificates of other authorized denominations of the same
maturity. The Trustee may require the payment by the Certificate Owner requesting such
exchange of any tax or other governmental charge required to be paid with respect to such
exchange. The Trustee is not required to register the transfer or exchange of any Certificate
during the period the Trustee is selecting Certificates for prepayment or any certificate selected
for prepayment.

Prepayment of the Certificates

Optional Prepayment. Certificates maturing on or after September 1, 2017, are subject
to prepayment in whole or in part from prepayments made at the option of the City pursuant to
the Lease Agreement on or after September 1, 2016 or any date thereafter, at a prepayment
price equal to the principal amount thereof, without any premium together with interest accrued
with respect thereto to the date fixed for prepayment.

Mandatory Sinking Fund Prepayment. The Certificates maturing on September 1, 2030
and September 1, 2036 are also subject to mandatory sinking fund prepayment on September 1
in each year on or after September 1, 2025 and September 1, 2031, respectively, by lot, at a
prepayment price equal to the principal amount thereof, without premium, together with accrued
interest to the date of prepayment, from the principal component of the Lease Payment to be
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paid by the City pursuant to the Lease Agreement with respect to each such prepayment date
as follows:

Certificates Maturing September 1, 2030

Prepayment Date Principal Amount of Certificates
(September 1) to be Prepaid
2025 $765,000
2026 800,000
2027 835,000
2028 875,000
2029 910,000
2030 (maturity) 955,000

Certificates Maturing September 1, 2036

Prepayment Date Principal Amount of Certificates
(September 1) to be Prepaid
2031 $ 995,000
2032 1,045,000
2033 1,100,000
2034 1,155,000
2035 1,210,000
2036 (maturity) 1,270,000

In the event that the Trustee prepays Certificates in part, but not in whole, pursuant to
subsections an optional prepayment or a prepayment from Net Proceeds of insurance or
condemnation, the amount of the Certificates to be prepaid in each subsequent year pursuant to
a mandatory sinking fund prepayment will be modified to correspond to the principal
components of the Lease Payments prevailing following such prepayment.

In providing for the mandatory sinking fund prepayment of Certificates, the Trustee may,
at the written direction of the City, utilizing funds on deposit in the Lease Payment Fund,
purchase in the open market Certificates in the full principal amount of the Certificates to be
prepaid on any prepayment date, or any part thereof; provided that the City will not direct the
Trustee to purchase Certificates for such purpose after the 75" day preceding any such
prepayment date, and provided further that the City shall not provide for the purchase of
Certificates, at a purchase price for any Certificate which exceeds the principal amount thereof.
If the Trustee purchases Certificates in a principal amount which is less than the full principal
amount of the Certificates to be prepaid on the succeeding prepayment date, the Trustee shall,
at the written direction of the City, prepay Certificates in a principal amount equal to the
remainder of the principal amount of Certificates to be prepaid on such prepayment date.

Extraordinary Prepayment. The Certificates are also subject to mandatory prepayment
on any date, in whole or in part, from the Net Proceeds of insurance or condemnation or sale of
the Leased Premises and Site, which Net Proceeds are deposited in the Lease Payment Fund
and credited as a Prepayment made by the City pursuant to the Lease Agreement, at a
prepayment price equal to the principal amount, together with accrued interest to the date fixed
for prepayment, without premium.
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Selection of Certificates for Prepayment. Except with respect to mandatory sinking fund
prepayment, whenever less than all Outstanding Certificates are called for prepayment, the
Trustee will select Certificates for prepayment, from the Outstanding Certificates not previously
called for prepayment, such that, as nearly as practicable, approximately equal principal,
interest and mandatory sinking fund prepayment payments prevail with respect to the
Certificates in each Fiscal Year following the prepayment as determined by the City. The
Trustee will select Certificates for prepayment by lot within a maturity in any manner which the
Trustee in its sole discretion deems appropriate and fair.

Notice of Prepayment. The Trustee will give notice of the prepayment specifying: (a)
that the Certificates or a designated portion thereof are to be redeemed, (b) the date of
prepayment, (c) the place or places where the prepayment will be made and (d) if money has
been deposited to the appropriate fund or account under the Trust Agreement, that on the
specified date there will become due and payable upon each Certificate, the principal and
premium, if any, together with interest accrued to said date, and that from and after such date
interest with respect thereto will cease to accrue and be payable.

Notice of prepayment shall be mailed by first class postage prepaid to the Securities
Depositories and to one or more of the Information Services, to the managing member of such
syndicate and to the respective Owners of Certificates designated for prepayment at their
addresses appearing on the Certificate registration books at least 30 days but not more than 60
days prior to the prepayment date, which notice will, in addition to setting forth the above
information, set forth, in the case of each Certificate called only in part, the portion of the
principal thereof which is to be redeemed.

The Trust Agreement provides that neither failure to receive a redemption notice nor any
immaterial defect in any notice will affect the sufficiency of the proceedings for the prepayment
of Certificates.

Book-Entry System

DTC will act as securities depository for the Certificates. The Certificates will be issued
as fully-registered certificates registered in the name of Cede & Co. (DTC's partnership
nominee). One fully-registered Certificate will be issued for each maturity of the Certificates,
each in the aggregate principal amount of such maturity, and will be deposited with DTC. See
"APPENDIX F — BOOK-ENTRY PROVISIONS" herein.

The City and the Trustee cannot and do not give any assurances that DTC, DTC
Participants or others will distribute payments of principal, interest or premium, if any, with
respect to the Certificates paid to DTC or its nominee as the registered owner, or will distribute
any prepayment notices or other notices, to the Beneficial Owners, or that they will do so on a
timely basis or will serve and act in the manner described in this Official Statement. The City
and the Trustee are not responsible or liable for the failure of DTC or any DTC Participant to
make any payment or give any notice to a Beneficial Owner with respect to the Certificates or
an error or delay relating thereto.
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Schedule of Lease Payments

The table below shows the scheduled annual Lease Payments established by the Lease
Agreement. The Lease Payments are due fifteen days prior to each Interest Payment Date.

September 1 Principal Interest Annual Total
2007 $ 0 $ 835,478.97 $ 835,478.97
2008 0 900,516.26 900,516.26
2009 0 900,516.26 900,516.26
2010 0 900,516.26 900,516.26
2011 435,000 900,516.26 1,335,516.26
2012 455,000 880,941.26 1,335,941.26
2013 470,000 862,741.26 1,332,741.26
2014 495,000 841,591.26 1,336,591.26
2015 515,000 821,791.26 1,336,791.26
2016 535,000 801,191.26 1,336,191.26
2017 555,000 779,791.26 1,334,791.26
2018 580,000 757,591.26 1,337,591.26
2019 600,000 734,391.26 1,334,391.26
2020 625,000 710,391.26 1,335,391.26
2021 650,000 685,391.26 1,335,391.26
2022 675,000 658,741.26 1,333,741.26
2023 705,000 630,897.50 1,335,897.50
2024 735,000 601,287.50 1,336,287.50
2025 765,000 570,050.00 1,335,050.00
2026 800,000 535,625.00 1,335,625.00
2027 835,000 499,625.00 1,334,625.00
2028 875,000 462,050.00 1,337,050.00
2029 910,000 422,675.00 1,332,675.00
2030 955,000 381,725.00 1,336,725.00
2031 995,000 338,750.00 1,333,750.00
2032 1,045,000 289,000.00 1,334,000.00
2033 1,100,000 236,750.00 1,336,750.00
2034 1,155,000 181,750.00 1,336,750.00
2035 1,210,000 124,000.00 1,334,000.00
2036 1,270,000 63,500.00 1,333,500.00
Total $19,945,000 $18,309,782.87 $38,254,782.87
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SECURITY FOR THE CERTIFICATES
General

Lease Payments. In the Lease Agreement, the City agrees to pay the Lease Payments
to the Corporation as rental for the use and occupancy of the Leased Premises. The Lease
Payments are denominated into components of principal and interest that correspond to the
components of principal and interest with respect to the Certificates.

The City covenants in the Lease Agreement to take such action as may be necessary to
include all Lease Payments in its annual budgets and to make the necessary annual
appropriations for all such Lease Payments. However, the obligation of the City to make Lease
Payments (other than to the extent that funds to make Lease Payments are available in the
Lease Payment Fund or Reserve Fund, or otherwise available from an insurance or eminent
domain award) may be abated in whole or in part if the City does not have use and possession
of all or part of the Leased Premises.

Assignment of Rights to the Trustee. The Corporation, pursuant to the Trust Agreement,
has assigned its rights, including its right to receive Lease Payments and its remedies under the
Lease Agreement, to the Trustee for the benefit of the Owners of the Certificates.

Certificates. Each Certificate evidences and represents an undivided interest in the
Lease Payments due under the Lease Agreement on the payment date or prepayment date of
such Certificate.

Lease Payments

Lease Payments are required to be made by the City under the Lease Agreement 15
Business Days prior to each Interest Payment Date (individually, a "Lease Payment Date"), for
use and possession of the Leased Premises to the next occurring Lease Payment Date.

Lease Payments are required to be deposited in the Lease Payment Fund maintained by
the Trustee. Pursuant to the Trust Agreement, on each Lease Payment Date the Trustee will
withdraw from the Lease Payment Fund the amount of the Lease Payment then due and will
apply such amounts to make principal and interest payments due with respect to the
Certificates.

Appropriation; Use of Leased Premises

The City covenants in the Lease Agreement to take such action as may be necessary to
include all Lease Payments in its annual budgets and to make the necessary annual
appropriations for all such Lease Payments. The Lease Agreement provides that this covenant
shall be deemed to be and shall be construed to be a duty imposed by law, and it shall be the
duty of each and every public official of the City to take such action and do such things as are
required by law in the performance of the official duty of such officials to enable the City to carry
out and perform the budget and appropriation covenant.

The Lease Agreement provides that the obligation of the City to pay Lease Payments
constitutes a current expense of the City and shall not in any way be construed to be a debt of
the City in contravention of any applicable constitutional or statutory limitation or requirement
concerning the creation of indebtedness by the City, and that nothing in the Lease Agreement
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constitutes a pledge of the general tax revenues, funds or moneys of the City. Lease Payments
are payable only from current funds which are budgeted and appropriated, or otherwise legally
available, for the purpose of paying Lease Payments as consideration for use of the Leased
Premises during the fiscal year of the City for which such funds were budgeted and
appropriated or otherwise made legally available for such purpose. The Lease Agreement does
not create an immediate indebtedness for any aggregate payments which may become due
thereunder. The City has not pledged the full faith and credit of the City, the State of California
or any agency or department thereof to the payment of the Lease Payments, the Certificates or
the interest thereon.

Reserve Fund

A Reserve Fund is established under the Trust Agreement, will initially be funded from
proceeds of the Certificates (see "ESTIMATED SOURCES AND USES OF FUNDS" hereof),
and must be maintained in an amount (the "Reserve Requirement") equal to the least of (i)
10% of the proceeds of the Certificates, (i) maximum aggregate Lease Payments required to be
paid in any Certificate Year, or (iii) 125% of the average annual Lease Payment.

Amounts in the Reserve Fund are to be used only for the payment of Lease Payments to
the extent amounts in the Lease Payment Fund are insufficient therefor or in the event of a full
or partial defeasance of the Certificates.

At the option of the City, amounts to be held in the Reserve Fund may be replaced, in
whole or in part, by a Reserve Fund Credit Facility deposited with the Trustee.

See "APPENDIX B - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS" for more
information about the Reserve Fund.

Assignment; Recourse on Default

Pursuant to the Trust Agreement, the Corporation assigns to the Trustee for the benefit
of the Owners of the Certificates its rights and remedies under the Lease Agreement, including
its rights to receive amounts payable by the City under the Lease Agreement.

If the City defaults on its obligations under the Lease Agreement, the Trustee, as
assignee of the Corporation, may exercise any and all remedies authorized by law or granted to
the Corporation pursuant to the Lease Agreement. The Lease Agreement expressly authorizes
the Trustee, as assignee of the Corporation, to re-enter the Leased Premises for the purpose of
removing persons and personal property and of re-letting the Leased Premises and, at its
option, to terminate the Lease Agreement. In the event the Trustee, as assignee of the
Corporation, does not elect to terminate the Lease Agreement, it may enforce the Lease
Agreement and hold the City liable for all Lease Payments and the performance of all conditions
under the Lease Agreement. Any re-entry and re-letting will not effect a surrender of the Lease
Agreement. The City, in the event of default, waives all rights to any rentals received by the
Trustee through re-letting of the Lease Agreement. The City agrees to pay any and all costs,
loss or damage, howsoever occurring, as a result of any re-entry or re-letting. See "RISK
FACTORS - Bankruptcy"; "- Limitation as Enforcement of Remedies" and "- No Acceleration"
herein for a discussion of factors potentially limiting the available remedies in the event of a
default.
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The City may not mortgage, pledge, assign or transfer its interest in the Lease
Agreement except as specifically provided in the Lease Agreement. The Lease Agreement
authorizes the City to sublease a portion of the Leased Premises in the circumstances
described in "APPENDIX B - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS".

Insurance

The Lease Agreement requires the City to maintain certain insurance with respect to the
Leased Premises (see "APPENDIX B - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS --
Lease Agreement"), including the policies described in the following paragraphs.

General Liability. The Lease Agreement requires the City to maintain a standard
comprehensive general liability insurance policy or policies in protection of the City, the
Corporation and its members, officers, agents and employees, and the Trustee, with minimum
liability limits of $1,000,000 for personal injury or death of each person and $3,000,000 for
personal injury or deaths of two or more persons in a single accident or event, and in a
minimum amount of $250,000 for damage to property (subject to a deductible clause of not to
exceed $200,000) resulting from a single accident or event. In the alternative, the public liability
and property damage insurance may be in the form of a single limit policy in the amount of
$3,000,000 covering all such risks.

The liability insurance may be maintained as part of or in conjunction with any other
liability insurance coverage carried or required to be carried by the City, and may be maintained
in whole or in part in the form of self-insurance by the City.

Workers’ Compensation. The Lease Agreement requires the City to maintain workers'
compensation insurance against liability for compensation under the Workers Compensation
Insurance and Safety Act of California or any similar law.

Fire and Extended Coverage. The Lease Agreement requires the City to maintain City
insurance against loss or damage to any structures constituting any part of the Leased
Premises by fire and lightning, with extended coverage and vandalism and malicious mischief
insurance. The extended coverage insurance must, as nearly as practicable, cover loss or
damage by explosion, windstorm, riot, aircraft, vehicle damage, smoke and such other hazards
as are normally covered by such insurance.

This insurance must be in an amount equal to the greater of (a) 100% of the
replacement cost of such structures on the Leased Premises or (b) the principal amount of the
outstanding Certificates. The fire and extended coverage insurance may be subject to
deductible clauses of not to exceed $100,000 for any one loss, may be maintained as part of or
in conjunction with any other fire and extended coverage insurance carried or required to be
carried by the City, and may not be maintained in whole or in part in the form of self-insurance
by the City.

Rental Interruption or Use and Occupancy Insurance. The Lease Agreement requires
the City to maintain rental interruption or use and occupancy insurance to cover loss, total or
partial, of the use of any structures constituting any part of the Leased Premises as a result of
any of the hazards covered in the fire and extended coverage policy, in an amount sufficient to
pay the maximum Lease Payments with respect thereto payable in any 24-month period.
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The Net Proceeds of an rental interruption or use and occupancy insurance will be paid
to the Trustee and deposited in the Lease Payment Fund, and will be credited towards the
payment of the Lease Payments in the order in which such Lease Payments come due and
payable.

Title Insurance. Upon the execution and delivery of the Certificates the City will provide
one or more CLTA leasehold title insurance policies in the aggregate amount of not less than
the initial principal amount of the Certificates with respect to the City’s leasehold interest in the
Site. All Net Proceeds received under the title insurance policy will be deposited with the
Trustee in the Lease Payment Fund and shall be credited towards the prepayment of the
remaining Lease Payments. Because of the nature of the Streets, the City will not acquire title
insurance covering the Streets.

No assurance can be given that insurance proceeds will be adequate to avoid an
interruption of Lease Payments. Under such a situation, an abatement of Lease Payments is
likely to occur. See "RISK FACTORS — Abatement” below.

Additional Payments

The City is responsible for all improvement, repair and maintenance of the Leased
Premises, for the payment of all utility services supplied to the Leased Premises, and for the
cost of the repair and replacement of the Leased Premises resulting from ordinary wear and
tear or want of care on the part of the City or any assignee or lessee thereof.

The City will also pay all taxes and assessments of any type or nature payable during
the Term of the Lease Agreement.

The City has also agreed in the Lease Agreement to pay all amounts required to restore
amounts on deposit in the Reserve Fund to the Reserve Requirement, although this payment
obligation is also subject to abatement. See “RISK FACTORS — Abatement” below.

Special Taxes Not Available as Security

Pursuant to the Mello-Roos Community Facilities Act of 1982, and for the purpose of
providing for reimbursement of a portion of the Lease Payments made by the City, the City has
formed Community Facilities District No. 2004-1 (Galleria at Tyler) of the City of Riverside,
County of Riverside, State of California (the "CFD"). Neither the City's obligation to make Lease
Payments nor the Certificates are secured by proceeds of special taxes levied and collected by
the City from property owners in the CFD or proceeds of foreclosure of delinquent parcels in the
CFD.
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CERTIFICATE INSURANCE

The following information concerning the Insurer and the Policy has been furnished by
the Insurer for use in this Official Statement, and has not been independently certified or verified
by the City or the Underwriter. No representation is made by the City or the Underwriter as to
the accuracy, completeness or adequacy of such information or as to the absence of material
adverse changes in the condition of the Insurer subsequent to the date of this Official
Statement. Reference is made to APPENDIX G for a specimen of the Policy.

Payments Under the Policy

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

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

The Policy does not insure any risk other than Nonpayment by the Issuer, as defined in
the Policy. Specifically, the Policy does not cover: (i) payment on acceleration, as a result of a
call for redemption (other than mandatory sinking fund redemption) or as a result of any other
advancement of maturity; (ii) payment of any redemption, prepayment or acceleration premium;
or (iii) nonpayment of principal (or accreted value, if applicable) or interest caused by the
insolvency or negligence or any other act or omission of the trustee or paying agent, if any.
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As a condition of its commitment to insure the Certificates, Financial Guaranty may be
granted certain rights under the Certificate documentation. The specific rights, if any, granted to
Financial Guaranty in connection with its insurance of the Certificates may be set forth in the
description of the principal legal documents appearing elsewhere in this Official Statement, and
reference should be made thereto.

The Policy is not covered by the Property/Casualty Insurance Security Fund specified in
Article 76 of the New York Insurance Law.

The Policy is not covered by the California Insurance Guaranty Association (California
Insurance Code, Article 14.2).

Financial Guaranty Insurance Company

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

Financial Guaranty is a direct, wholly owned subsidiary of FGIC Corporation, a Delaware
corporation. At June 30, 2006, the principal owners of FGIC Corporation and the approximate
percentage of its outstanding common stock owned by each were as follows: The PMI Group,
Inc. — 42%; affiliates of the Blackstone Group L.P. — 23%; and affiliates of the Cypress Group
L.L.C. — 23%. Neither FGIC Corporation nor any of its stockholders or affiliates is obligated to
pay any debts of Financial Guaranty or any claims under any insurance policy, including the
Policy, issued by Financial Guaranty.

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

At June 30, 2006, Financial Guaranty had net admitted assets of approximately $3.752
billion, total liabilities of approximately $2.616 billion, and total capital and policyholders’ surplus
of approximately $1.136 billion, determined in accordance with statutory accounting practices
(“SAP”) prescribed or permitted by insurance regulatory authorities.

The unaudited consolidated financial statements of Financial Guaranty and subsidiaries,

on the basis of U.S. generally accepted accounting principles (“GAAP”), as of June 30, 2006
and the audited consolidated financial statements of Financial Guaranty and subsidiaries, on
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the basis of GAAP, as of December 31, 2005 and 2004, which have been filed with the
Nationally Recognized Municipal Securities Information Repositories (“NRMSIRs”), are hereby
included by specific reference in this Official Statement. Any statement contained herein under
the heading “CERTIFICATE INSURANCE” or in any documents included by specific reference
herein, shall be modified or superseded to the extent required by any statement in any
document subsequently filed by Financial Guaranty with such NRMSIRs, and shall not be
deemed, except as so modified or superseded, to constitute a part of this Official Statement. All
financial statements of Financial Guaranty (if any) included in documents filed by Financial
Guaranty with the NRMSIRs subsequent to the date of this Official Statement and prior to the
termination of the offering of the Certificates shall be deemed to be included by specific
reference into this Official Statement and to be a part hereof from the respective dates of filing
of such documents.

The New York State Insurance Department recognizes only SAP for determining and
reporting the financial condition and results of operations of an insurance company, for
determining its solvency under the New York Insurance Law, and for determining whether its
financial condition warrants the payment of a dividend to its stockholders. Although Financial
Guaranty prepares both GAAP and SAP financial statements, no consideration is given by the
New York State Insurance Department to financial statements prepared in accordance with
GAAP in making such determinations. A discussion of the principal differences between SAP
and GAAP is contained in the notes to Financial Guaranty’s audited SAP financial statements.

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

Financial Guaranty’s Credit Ratings

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

Neither Financial Guaranty nor any of its affiliates accepts any responsibility for the
accuracy or completeness of the Official Statement or any information or disclosure that is
provided to potential purchasers of the Certificates, or omitted from such disclosure, other than
with respect to the accuracy of information with respect to Financial Guaranty or the Policy
under the heading “CERTIFICATE INSURANCE”. In addition, Financial Guaranty makes no
representation regarding the Certificates or the advisability of investing in the Certificates.
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RISK FACTORS

The following factors, along with other information in this Official Statement, should be
considered by potential investors in evaluating the risks in the purchase of the Certificates.
However, the following does not purport to be an exhaustive listing of risk factors and other
considerations which may be relevant to an investment in the Certificates. Additionally, there
can be no assurance that other risk factors will not become evident at any future time.

No Tax Pledge

The obligation of the City to pay the Lease Payments does not constitute an obligation of
the City or the State for which the City or the State has levied or pledged any form of taxation.
The obligation of the City to pay Lease Payments does not constitute a debt or indebtedness of
the City, the State of California or any of its political subdivisions, within the meaning of any
constitutional or statutory debt limitation or restriction.

Appropriation

Although the Lease Agreement does not create a pledge, lien or encumbrance upon the
funds of the City, the City is obligated under the Lease Agreement, so long as the Leased
Premises are available for its use and possession, to pay Lease Payments from any source of
legally available funds (subject to certain exceptions) and has covenanted in the Lease
Agreement that, for so long as the Leased Premises are available for its use, it will make the
necessary annual appropriations within its budget for all Lease Payments.

However, the City may incur obligations payable from general revenues which have a
priority over the Lease Payments, and the Lease Agreement does not prohibit the City from
incurring additional obligations payable from general revenues on a parity with the Lease
Payments. See "APPENDIX A -- CITY OF RIVERSIDE GENERAL DEMOGRAPHIC AND
FINANCIAL INFORMATION" herein and the financial statements included in APPENDIX C
hereto.

In the event the City's revenue sources are less than its total obligations, the City could
choose to fund other municipal services before making Lease Payments and other payments
due under the Lease Agreement, except from amounts on deposit in the Lease Payment Fund.
The City's ability to collect, budget and appropriate various revenues is subject to current and
future State laws and constitutional provisions, and it is possible that the interpretation and
application of these provisions could result in an inability of the City to pay Lease Payments
when due (see "CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND
APPROPRIATIONS" below).

No Limit on Additional Debt
The City has the ability to enter into other obligations which may constitute additional

charges against its general revenues, and has previously issued certificates of participation
similarly payable from its general fund.
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Abatement

Abatement As a Result of Failure to Complete the Project. The Lease Payments are
subject to abatement if Tyler Mall Limited Partnership fails to complete construction of the
Project prior to the time through which interest has been capitalized on the Certificates. The
amount of the abatement would be determined by the City so that the resulting Lease Payments
represent fair consideration for the use and occupancy of the portions of the Leased Premises
that are available for use. Tyler Mall Limited Partnership expects construction of the Project to
be complete in December 2007 and interest has been capitalized with respect to the Certificates
through March 1, 2008.

Abatement As a Result of Damage or Destruction. The amount of the Lease Payments
relating to structures on the Leased Premises will be abated during any period in which by
reason of damage or destruction there is substantial interference with the use and occupancy of
the structures on the Leased Premises by the City.

The amount of the abatement will be determined by the City so that the resulting Lease
Payments represent fair consideration for the use and occupancy of the portions of the Leased
Premises and Site not damaged or destroyed. The failure to make such payments of principal
and interest would not under such circumstances constitute a default under the Trust
Agreement, the Lease Agreement or the Certificates.

The abatement will continue for the period commencing with such damage or destruction
and ending with the substantial completion of the work of repair or reconstruction. In the event
of damage or destruction, the Lease Agreement will continue in full force and effect and, in the
Lease Agreement, the City waives any right to terminate the Lease Agreement by virtue of any
such damage or destruction.

There will be no abatement of Lease Payments as a result of damage or destruction in
the event and to the extent that the net proceeds of rental interruption insurance are available to
pay lease payments (see “ — Insurance” below”) and to the extent that amounts in the Reserve
Fund are available.

Eminent Domain. If all of the Leased Premises and Site are taken permanently under the
power of eminent domain, the term of the Lease Agreement will cease as of the day possession
is taken. If less than all of the Leased Premises and Site are taken permanently, or if all of the
Leased Premises and Site or any part thereof is taken temporarily, under the power of eminent
domain, (1) the Lease Agreement will continue in full force and effect, and (2) there will be a
partial abatement of Lease Payments as a result of the application of the Net Proceeds of any
eminent domain award to the prepayment of the Lease Payments, but in no event will the
resulting Lease Payments be less than the amount required for the payment of the principal and
interest with respect to outstanding Certificates as the same become due and payable.

Relationship of Parking Structure Addition and Existing Parking Structure. The Parking
Structure Addition, when built, will include a structurally-independent horizontal extension and a
structurally-dependent vertical extension of the Existing Parking Structure (the Existing Parking
Structure is not an element of the Leased Premises). The City previously refinanced acquisition
and construction of the Existing Parking Structure through execution and delivery of the Existing
Parking Structure COPs; the Existing Parking Structure COPs represent interests in lease
payments made by the City for the Existing Parking Structure pursuant to a Facilities Lease
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dated as of April 1, 1990, as amended by an Amendment Number One to Facilities Lease dated
as of September 1, 1999 (collectively, the “Existing Parking Structure Lease”).

The relationship between the Existing Parking Structure and the Parking Structure
Addition may pose risks to potential purchasers of the Certificates. For example, if the City were
to default under the Existing Parking Structure Lease, the trustee with respect to the Existing
Parking Structure COPs, as assignee of the Corporation’s rights under the Existing Parking
Structure Lease, would have certain remedies, including the right to enter and re-let the Existing
Parking Structure. Any such remedy could impact the City’s ability to access the Parking
Structure Addition, potentially causing abatement of the Lease Payments. Similarly, in the event
of damage to the Existing Parking Structure, failure to repair the Existing Parking Structure
could impact the availability of the Parking Structure Addition, which could result in the Lease
Payments being subject to abatement.

To mitigate these risks, the City and the Corporation have agreed as follows in the
Lease Agreement:

Right of Ingress and Egress. The City and the Corporation shall assure that
there shall be a right of ingress and egress through the Existing Parking Structure during
the term of the Lease Agreement, such that vehicular and pedestrian access to and from
the Parking Structure Addition will not be hampered or impeded. The City and the
Corporation shall cause any other necessary parties with an interest in the Existing
Parking Structure to grant a similar right of ingress and egress.

Insurance. The City shall cause to be maintained all insurance with respect to
the Existing Parking Structure required under an existing lease agreement relating to the
Existing Parking Structure for the term of this Lease Agreement. Moreover, the City
agrees in the Lease Agreement to maintain “all risk” insurance in an amount equal to the
lesser of (i) the full replacement value of the Existing Parking Structure and (ii) the sum
of the outstanding principal amount of (A) the Existing Parking Structure COPs and (B)
the Certificates.

Limitation on Enforcement of Remedies; No Acceleration

Limitation on Enforcement of Remedies. The enforcement of any remedies provided in
the Lease Agreement and Trust Agreement could prove both expensive and time consuming.
Although the Lease Agreement provides that the Trustee may take possession of the Leased
Premises and lease it if there is a default by the City, and the Lease Agreement provides that
the Trustee may have such rights of access to the Leased Premises as may be necessary to
exercise any remedies, portions of such Leased Premises may not be easily recoverable and
could be of little value to others.

In addition, there are likely to be certain limitations on the ability to re-enter and re-let the
Leased Premises. For example:

* Tyler Mall is governed by a "Third Amendment to and Restatement of
Construction, Operation and Reciprocal Easement Agreement” dated
January 15, 1991 (the "Reciprocal Easement Agreement") among Tyler
Mall Limited Partnership, Nordstrom Inc., J.C. Penney Properties, Inc., CMF
Inc., doing business in California under the name Finance Lease Properties,
Inc., and Riverside California Associates. The Reciprocal Easement
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Agreement generally provides for free public use of the Parking Structure
Addition, the Second Parking Structure and the Other Public Improvements.
Consequently, there can be no assurance that, in the event of a payment
default under the Lease Agreement, the Trustee or the Insurer would be able
to re-enter and re-let or otherwise restrict the use of the Parking Structure
Addition, the Second Parking Structure or the Other Public Improvements.

* Depending upon whether the Leased Premises are considered to serve an
essential governmental function (as is likely to be the case with respect to the
Streets), it is not certain whether a court would permit the exercise of the
remedies of repossession and leasing with respect thereto. See "THE
PROJECT AND THE LEASED PREMISES" herein.

No Acceleration. In the event of a default under the Lease Agreement, there is no
available remedy of acceleration of the total Lease Payments due over the term of the Lease
Agreement. The City will only be liable for Lease Payments on an annual basis as they come
due, and the Trustee would be required to seek separate judgments for the Lease Payments as
they come due. In addition, any such suit for money damages could be subject to limitations on
legal remedies against public agencies in California, including a limitation on enforcement of
judgments against funds needed to serve the public welfare and interest and a limitation on
enforcement of judgments against funds of a fiscal year other than the fiscal year in which the
lease payments were due.

Geologic, Topographic and Climatic Conditions

The value of the Leased Premises, and the financial stability of the City, can be
adversely affected by a variety of factors, particularly those which may affect infrastructure and
other public improvements and private improvements and the continued habitability and
enjoyment of such private improvements. Such additional factors include, without limitation,
geologic conditions (such as earthquakes), topographic conditions (such as earth movements
and floods), climatic conditions (such as droughts) and fires.

The area encompassed by the City, like that in much of California, may be subject to
unpredictable seismic activity. The City is located within a regional network of several active and
potentially active faults. The San Jacinto Fault, the Glen Helen Fault, the San Andreas Fault
and the Lytle Creek Fault are all located within the vicinity of the City. Although the City believes
that no active or inactive fault lines pass through the City, if there were to be an occurrence of
severe seismic activity in the City, there could be an abatement or adverse impact on the City's
ability to pay the Lease Payments. The City is not obligated to maintain earthquake insurance
with respect to the Leased Premises. The Second Parking Structure and the Existing Parking
Structure were constructed prior to enactment of current seismic standards, although
construction of the Parking Structure Addition will involve strengthening of certain structural
elements of the Existing Parking Structure.

Portions of the City, including certain components of the Leased Premises, are located
in a 100-year flood plain. In particular, the Galleria site is located in a Flood Plain Zone “B” for
the FEMA Map for this area. Properties within a Flood Plain Zone “B” are between the limits of
the 100-year flood and the 500-year flood or certain areas subject to 100-year flooding with
average depths less than one foot or where the contributing drainage is less than one square
mile or areas protected by levees from the base flood.

26



Building codes require that some of these factors be taken into account, to a limited
extent, in the design of improvements, including improvements of the Leased Premises. Some
of these factors may also be taken into account, to a limited extent, in the design of other
infrastructure and public improvements neither designed nor subject to design approval by the
City. Design criteria in any of these circumstances are established upon the basis of a variety of
considerations and may change, leaving previously-designed improvements unaffected by more
stringent subsequently established criteria. In general, design criteria reflect a balance at the
time of protection and the future costs of lack of protection, based in part upon a present
perception of the probability that the condition will occur and the seriousness of the condition
should it occur. Conditions may occur and may result in damage to improvements of varying
seriousness, such that the damage may entail significant repair or replacement costs and that
repair or replacement may never occur either because of the cost or because repair or
replacement will not facilitate habitability or other use, or because other considerations preclude
such repair or replacement. Under any of these circumstances, the actual value of the Leased
Premises, as well as public and private improvements within the City in general, may well
depreciate or disappear, notwithstanding the establishment of design criteria for any such
condition.

Hazardous Substances

Discovery of hazardous substances on parcels within the City could impact the City’s
ability to pay debt service with respect to the Certificates.

In general, the owners and operators of a property may be required by law to remedy
conditions of the property relating to releases or threatened releases of hazardous substances.
The Federal Comprehensive Environmental Response, Compensation and Liability Act of 1980,
sometimes referred to as "CERCLA" or the "Superfund Act" is the most well known and widely
applicable of these laws, but California laws with regard to hazardous substances are also
stringent and similar. Under many of these laws, the owner (or operator) is obligated to remedy
a hazardous substance condition of property whether or not the owner or operator has any thing
to do with creating or handling the hazardous substance.

The effect, therefore, should the Leased Premises or any substantial amount of property
within the City be affected by a hazardous substance, would be to reduce the marketability and
value of the property by the costs of, and any liability incurred by, remedying the condition,
since the purchaser, upon becoming an owner, will become obligated to remedy the condition
just as is the seller. Such reduction in the value of the Leased Premises could adversely impact
the fair rental value of the Leased Premises and potentially result in abatement of the Lease
Payments. In addition, reduction in the value of property in the City as a whole could reduce
property tax revenues received by the City and deposited in the general fund, which could
significantly and adversely affect the ability of the City to make Lease Payments.

Impact of State Budget

The State of California is likely to continue to face significant budget issues for the
foreseeable future. In connection with its approval of former budgets, the State Legislature
enacted legislation that has a direct impact on the financial situation of cities and counties in the
State.

The Budget Process. Through the State budget process, the State can enact legislation
that significantly impacts the source, amount and timing of the receipt of revenues by local
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agencies, including the City. As in recent years, State budget deficits can result in legislation
that adversely impacts local agency budgets.

The State’s fiscal year begins on July 1 and ends on June 30. The annual budget is
proposed by the Governor by January 10 of each year for the next fiscal year (the “Governor’s
Budget’). Under State law, the annual proposed Governor's Budget cannot provide for
projected expenditures in excess of projected revenues and balances available from prior fiscal
years. Following the submission of the Governor's Budget, the Legislature takes up the
proposal.

Under the State Constitution, money may be drawn from the Treasury only through an
appropriation made by law. The primary source of the annual expenditure authorizations is the
Budget Act as approved by the Legislature and signed by the Governor. The Budget Act must
be approved by a two-thirds majority vote of each House of the Legislature. The Governor may
reduce or eliminate specific line items in the Budget Act or any other appropriations bill without
vetoing the entire bill. Such individual line item vetoes are subject to override by a two-thirds
majority vote of each House of the Legislature.

Appropriations also may be included in legislation other than the Budget Act. Bills
containing appropriations (except for K-14 education) must be approved by a two-thirds majority
vote in each House of the Legislature and be signed by the Governor. Bills containing K-14
education appropriations only require a simple majority vote. Continuing appropriations,
available without regard to fiscal year, may also be provided by statute or the State Constitution.

Funds necessary to meet an appropriation need not be in the State Treasury at the time
such appropriation is enacted; revenues may be appropriated in anticipation of their receipt.

Recent State Budgets. Certain information about the State budgeting process and the
State Budget is available through several State of California sources. A convenient source of
information is the State’s website, where recent official statements for State bonds are posted.
The references to internet websites shown below are shown for reference and convenience
only; the information contained within the websites has not been reviewed by the City and is not
incorporated herein by reference.

The California State Treasurer’s Internet home page at www.treasurer.ca.gov, under the
heading “Financial Information,” posts the State’s audited financial statements. In addition, the
“Financial Information” section includes the State’s Rule 15¢2-12 filings for State bond issues.
The “Financial Information” section also includes the “Overview of the State Economy and
Government, State Finances, State Indebtedness, Litigation” from the State’s most current
Official Statement, which discusses the State budget and its impact on school districts.

The California Department of Finance’s Internet home page at www.dof.ca.gov, under
the heading “California Budget,” includes the text of proposed and adopted State Budgets.

The State Legislative Analyst’s Office prepares analyses of the proposed and adopted
State budgets. The analyses are accessible on the Legislative Analyst’s Internet home page at
www.lao.ca.gov under the heading “Products.”

2005-06 State Budget. On July 11, 2005, Governor Schwarzenegger signed the 2005-06
Budget Act. The 2005-06 Budget Act projects 2005-06 General Fund revenues of $84.2 billion,
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expenditures of $90 billion and an ending reserve balance of $1.3 billion (including an allowance
for $900 million of tax refunds which the State may be obligated to make).

The 2005-06 Budget Act includes funding for local governments to make up the
difference between the 0.65% rate of the VLF and the previous 2% rate through a reallocation
of property tax from schools and community colleges to cities and counties. The 2005-06
Budget Act also includes the accelerated repayment of all of the VLF revenue that the local
governments did not receive in 2003-04 due to the suspension of the VLF backfill, which was
not required to be paid until fiscal year 2006-07.

Among the measures in the fiscal year 2005-06 State budget affecting local
governments are the following:

Vehicle License Fee Backfill. The State has enacted Vehicle License Fee reductions for
the current and prior fiscal years, but under the law authorizing these reductions, the State is
required to “backfill” local governments for their revenue losses resulting from the lowered rates,
and the Vehicle License Fee rate must be increased whenever there are insufficient moneys in
the State general fund to pay for the backfill. The fiscal year 2004-05 and fiscal year 2005-06
State budgets deleted the requirement for backfill payments and, instead, provided that the
amount of the backfill requirement will be met by an increase in the property tax allocation to
cities and counties.

Property Tax Shift to the ERAF. The budget included a $1.3 billion shift of local
government property taxes to the ERAF. The budget apportioned the $1.3 billion among cities
($350 million), counties ($350 million), special districts ($350 million) and redevelopment
agencies ($250 million) and limited the $1.3 billion ERAF transfer to the two fiscal years 2004-
05 and 2005-06. The City’s share of this additional shift of property taxes was $2,700,000 in
fiscal year 2004-05 and $2,700,000 in 2005-06.

Deferral of Mandate Reimbursement. The budget defers reimbursement to counties,
cities and special districts for State mandates (i.e., State-mandated requirements that local
agencies must carry out without regard to the timing of State reimbursement of the costs of
those mandates).

Other Measures. In addition to the ERAF shift, the budget contained numerous other
changes that reduce local government funds or increase local costs, including the elimination of
booking fee subventions.

Triple Flip. The City anticipates that property tax revenue could be an increasingly
significant portion of City revenues, and that sales tax revenues could be an increasingly
smaller portion of City revenues, at least over the next few fiscal years, because of legislation,
commonly referred to as the “Triple Flip,” which was submitted to the voters on March 2, 2004,
as part of a bond initiative formally known as the “California Economic Recovery Act.” This act
authorized the issuance of $15 billion in bonds to finance the fiscal years 2002-03 and 2003-04
State budget deficits, which are payable from a fund established by the redirection of tax
revenues through the Triple Flip. Currently, $11.3 billion of the $15 billion authorization has
been sold, with the remaining authorization being held in reserve to assist in defraying any
future State budget deficits.

Under the “Triple Flip” one-quarter of local governments’ one percent share of the sales
tax imposed on taxable transactions within their jurisdiction is redirected to the State. In an effort

29



to eliminate the adverse impact of the sales tax revenue redirection on local government, the
legislation provides for property taxes in the ERAF to be redirected to local government.
Because the ERAF moneys were previously earmarked for schools, the legislation provides for
schools to receive other state general fund revenues. It is expected that the swap of sales taxes
for property taxes would terminate once the deficit financing bonds were repaid. The “Triple Flip”
legislation was approved by voters at the election on March 2, 2004 and the bonds were sold in
May 2004. See “ — Impact of Sales and Use Tax Redirection” below.

2006-07 State Budget. On June 30, 2006 the Governor signed the budget act for fiscal
year 2006-07 (the “2006-07 Budget”). The 2006-07 Budget projects that the State will be able
to fund much more than a current-law budget and still maintain fiscal balance in 2006-07,
primarily due to both a major increase in revenues and a significant amount of savings adopted
in the 2005-06 spending plan. The 2006-07 Budget provides for over $4 bilion in higher
spending. The main increase involves Proposition 98 education.

The 2006-07 State Budget showed a stronger state revenue outlook with projected
revenues of $92 billion, and included a number of specific proposals that will benefit cities.
These include additional funds for transportation projects; $98 million reimbursement to local
governments of state mandated programs; $23.3 million increased funding for public safety
programs; and a number of other items.

Future State Budgets. The City cannot predict what actions will be taken in future years
by the State Legislature and the Governor to address the State’s current or future budget
deficits. Future State budgets will be affected by national and state economic conditions and
other factors over which the City has no control. To the extent that the State budget process
results in reduced revenues to the City, the City will be required to make adjustments to its
budget. Decrease in such revenues may have an adverse impact on the City’s ability to pay
Lease Payments.

Impact of Sales and Use Tax Redirection

As described in "APPENDIX A - CITY OF RIVERSIDE GENERAL DEMOGRAPHIC
AND FINANCIAL INFORMATION", the State will temporarily redirect local sales and use taxes
to the State, including 0.25% that would otherwise be available to the City, to pay debt service
on its "economic recovery" bonds; the State will increase local governments’ share of local
property tax by a corresponding amount.

However, it should be noted that certain features and consequences of this redirection
could impact the availability of revenues to pay Lease Payments. First, there may be a timing
issue associated with the "backfill" of redirected sales and use taxes with property tax revenue:
while sales and uses taxes are distributed by the State Board of Equalization on a monthly
basis, the County would only backfill with property taxes on a semi-annual basis. This timing
issue would not only impact the City's cash flow, but would cause the City to lose investment
earnings on the sales and uses taxes it otherwise would have received on a monthly basis.

Second, it is possible that the fees charged by the County for property tax
administration, which are subtracted from property tax revenue collected by the County before it
is allocated to the City, could increase as a result of the various tasks required of the County by
the redirection. In addition, the State Board of Equalization administration fee is likely to
increase as a percentage of local sales and use tax received by the City unless the State Board
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of Equalization reduces its fee, which it is unlikely to do because the cost of collecting the sales
and use taxes on a per-transaction basis will not go down.

Third, the redirection of sale and use taxes by the State reflects the vulnerability of local
government to the State budget process. If, in the future, the State elects to further reallocate
sales and use taxes or property tax revenue, or any other source of revenue used by the City to
make Lease Payments, the City may not know the exact amount of revenue available to pay
Lease Payments

Limitations on Remedies Available; Bankruptcy

The enforceability of the rights and remedies of the Owners and the obligations of the
City may become subject to the following: the federal bankruptcy code and applicable
bankruptcy, insolvency, reorganization, moratorium, or similar laws relating to or affecting the
enforcement of creditors' rights generally, now or hereafter in effect; usual equitable principles
which may limit the specific enforcement under state law of certain remedies; the exercise by
the United States of America of the powers delegated to it by the Federal Constitution; and the
reasonable and necessary exercise, in certain exceptional situations, of the police power
inherent in the sovereignty of the State of California and its governmental bodies in the interest
of servicing a significant and legitimate public purpose.

The opinions of counsel, including Special Counsel, delivered in connection with the
execution and delivery of the Certificates will be so qualified. Bankruptcy proceedings, or the
exercising of powers by the federal or state government, if initiated, could subject the Owners to
judicial discretion and interpretation of their rights in bankruptcy or otherwise and consequently
may entail risks of delay, limitation, or modification of their rights.

In addition, failure by large property owners to pay property taxes when due may have
an adverse impact on revenues available to pay Lease Payments.

State Law Limitations on Appropriations

Article XIIIB of the California Constitution limits the amount that local governments can
appropriate annually. The ability of the City to make Lease Payments may be affected if the City
should exceed its appropriations limit. The State may increase the appropriation limit of cities in
the State by decreasing the State’s own appropriation limit. The City does not anticipate
exceeding its appropriations limit. See " CONSTITUTIONAL AND STATUTORY LIMITATIONS
ON TAXES AND APPROPRIATIONS - Article XIlIB of the State Constitution" below.

Change in Law

No assurance can be given that the State or the City electorate will not at some future
time adopt initiatives, or that the State Legislature will not enact legislation that will amend the
laws of the State, or that the City Council (with voter approval) will not enact amendments to the
City’s Charter, in a manner that could result in a reduction of the City’s revenues and therefore a
reduction of the funds legally available to the City to make Lease Payments. See, for example,
"CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND APPROPRIATIONS -
Article XIIIC and Article XIIID of the State Constitution."
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Loss of Tax Exemption

As discussed under "CONCLUDING INFORMATION - Tax Matters" herein, the interest
represented by the Certificates could become includable in gross income for purposes of federal
income taxation retroactive to the date such Certificates were issued, as a result of future acts
or omissions of the City in violation of its covenants in the Trust Agreement and the Lease
Agreement. Should such an event of taxability occur, the Certificates are not subject to early
prepayment and will remain outstanding until maturity or until prepaid under one of the
prepayment provisions contained in the Trust Agreement.
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CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND
APPROPRIATIONS

Article XIIIA of the State Constitution

Article XIIIA of the State Constitution, known as Proposition 13, was approved by the
voters in June 1978 and has been amended on occasions, including most recently on
November 7, 2000 to reduce the voting percentage required for the passage of school bonds.
Section I(a) of Article XIIIA limits the maximum ad valorem tax on real property to 1% of “full
cash value,” and provides that such tax shall be collected by the counties and apportioned
according to State statutes. Section I(b) of Article XIIIA provides that the 1% limitation does not
apply to ad valorem taxes levied to pay interest or redemption charges on any (1) indebtedness
approved by the voters prior to July 1, 1978, (2) bonded indebtedness for the acquisition or
improvement of real property approved on or after July 1, 1978, by two-thirds of the votes cast
by the voters voting on the proposition and (3) bonded indebtedness incurred by a school
district, community college district or county office of education for the construction,
reconstruction, rehabilitation or replacement of school facilities, including the furnishing and
equipping of school facilities or the acquisition or lease of real property for school facilities,
approved by 55 percent of the voters voting on the proposition.

Section 2 of Article XIIIA defines “full cash value” to mean the county assessor’s
valuation of real property as shown on the 1975-76 Fiscal Year tax bill, or thereafter, the
appraised value of real property when purchased, newly constructed, or a change in ownership
has occurred. The full cash value may be adjusted annually to reflect inflation at a rate not to
exceed 2% per year, or to reflect a reduction in the consumer price index or comparable data
for the taxing jurisdiction, or may be reduced in the event of declining property value caused by
substantial damage, destruction or other factors. See “Litigation Relating to Two Percent
Limitation” below. Legislation implementing Article XIlIA provides that, notwithstanding any
other law, local agencies may not levy any ad valorem property tax except to pay debt service
on indebtedness approved by the voters as described above. Such legislation further provides
that each county will levy the maximum tax permitted by Article XIIIA, which is $1.00 per $100 of
assessed market value.

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

Both the State Supreme Court and the United States Supreme Court have upheld the
validity of Article XIIIA.
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Article XIIIB of the State Constitution

In addition to the limits Article XIlIA imposes on property taxes that may be collected by
local governments, certain other revenues of the State and most local governments are subject
to an annual "appropriations limit" imposed by Article XIIIB which effectively limits the amount
of such revenues those entities are permitted to spend. Article XIIIB, approved by the voters in
July 1979, was modified substantially by Proposition 111 in 1990. The appropriations limit of
each government entity applies to "proceeds of taxes," which consist of tax revenues, State
subventions and certain other funds, including proceeds from regulatory licenses, user charges
or other fees to the extent that such proceeds exceed "the cost reasonably borne by such entity
in providing the regulation, product or service." "Proceeds of taxes" excludes tax refunds and
some benefit payments such as unemployment insurance. No limit is imposed on the
appropriation of funds which are not "proceeds of taxes," such as reasonable user charges or
fees, and certain other non-tax funds. Article XIIIB also does not limit appropriation of local
revenues to pay debt service on bonds existing or authorized by January 1, 1979, or
subsequently authorized by the voters, appropriations required to comply with mandates of
courts or the federal government, appropriations for qualified capital outlay projects, and
appropriation by the State of revenues derived from any increase in gasoline taxes and motor
vehicle weight fees above January 1, 1990 levels. The appropriations limit may also be
exceeded in case of emergency; however, the appropriations limit for the next three years
following such emergency appropriation must be reduced to the extent by which it was
exceeded, unless the emergency arises from civil disturbance or natural disaster declared by
the Governor, and the expenditure is approved by two-thirds of the legislative body of the local
government.

The State and each local government entity has its own appropriations limit. Each year,
the limit is adjusted to allow for changes, if any, in the cost of living, the population of the
jurisdiction, and any transfer to or from another government entity of financial responsibility for
providing services.

Proposition 111 requires that each agency's actual appropriations be tested against its
limit every two years. If the aggregate "proceeds of taxes" for the preceding two-year period
exceeds the aggregate limit, the excess must be returned to the agency's taxpayers through tax
rate or fee reductions over the following two years.

For Fiscal Year 2004-05 the City's appropriations limit was $186,031,946, and its actual
appropriations in Fiscal Year 2004-05 were approximately $149,898,818. The City's
appropriations limit for Fiscal Year 2005-06 is approximately $201,843,969. The City is subject
to and is operating in conformity with Article XIIIB.

Article XIIIC and XIIID of the State Constitution

On November 5, 1996, the voters of the State approved Proposition 218, known as the
"Right to Vote on Taxes Act." Proposition 218 adds Articles XIIIC and XIlID to the California
Constitution and contains a number of interrelated provisions affecting the ability of the City to
levy and collect both existing and future taxes, assessments, fees and charges. The
interpretation and application of Proposition 218 will ultimately be determined by the courts with
respect to a number of the matters discussed below, and it is not possible at this time to predict
with certainty the outcome of such determination.
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Article XIIIC requires that all new local taxes be submitted to the electorate before they
become effective. Taxes for general governmental purposes of the City require a majority vote
and taxes for specific purposes, even if deposited in the City’s General Fund, require a two-
thirds vote. The voter approval requirements of Proposition 218 reduce the flexibility of the City
to raise revenues for the General Fund, and no assurance can be given that the City will be able
to impose, extend or increase such taxes in the future to meet increased expenditure needs.

Article XIlID also adds several provisions making it generally more difficult for local
agencies to levy and maintain property-related fees, charges, and assessments for municipal
services and programs. These provisions include, among other things, (i) a prohibition against
assessments which exceed the reasonable cost of the proportional special benefit conferred on
a parcel, (i) a requirement that assessments must confer a "special benefit," as defined in
Article XIIID, over and above any general benefits conferred, (iii) a majority protest procedure
for assessments which involves the mailing of notice and a ballot to the record owner of each
affected parcel, a public hearing and the tabulation of ballots weighted according to the
proportional financial obligation of the affected party, and (iv) a prohibition against fees and
charges which are used for general governmental services, including police, fire or library
services, where the service is available to the public at large in substantially the same manner
as it is to property owners.

With the exception of assessments levied in Street Lighting District No. 1 of the City (see
“‘“APPENDIX A - CITY OF RIVERSIDE GENERAL DEMOGRAPHIC AND FINANCIAL
INFORMATION-Special Assessments”), none of the property-related fees or assessments
currently collected by the City are deposited in the General Fund. If the City is unable to
continue to collect these revenues, the services and programs funded with these revenues
would have to be curtailed and/or the City General Fund might have to be used to support them.
The City is unable to predict whether or not in the future it will be able to continue all existing
services and programs funded by the fees, charges and assessments in light of Proposition 218
or, if these services and programs are continued, which amounts (if any) would be used from
the City’s General Fund to continue to support these activities.

Article XIIIC also removes limitations on the initiative power in matters of reducing or
repealing local taxes, assessments, fees or charges. No assurance can be given that the
voters of the City will not, in the future, approve an initiative or initiatives which reduce or repeal
local taxes, assessments, fees or charges currently comprising a substantial part of the City’s
General Fund. If such repeal or reduction occurs, the City’s ability to pay Lease Payments
under the Project Lease could be adversely affected.

Future Initiatives
Article XIIIA, Article XIIIB, XIlIC and XIIID were each adopted as measures that qualified

for the ballot through California's initiative process. From time to time other initiative measures
could be adopted, further affecting the City's revenues.
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CONCLUDING INFORMATION
Underwriting

The Underwriter has agreed, subject to certain conditions, to purchase the Certificates
from the City at a purchase price of $20,011,975.35 (being the principal amount of the
Certificates, less an Underwriter's discount in the amount of $151,802.00, plus a net original
issue premium of $218,777.35). The obligations of the Underwriter are subject to certain
conditions precedent, and it will be obligated to purchase all such Certificates if any Certificates
are purchased. The Underwriter intends to offer the Certificates to the public initially at the
prices and/or yields set forth on the cover page of this Official Statement, which prices or yields
may subsequently change without any requirement of prior notice.

The Underwriter reserves the right to join with dealers and other underwriters in offering
the Certificates to the public. The Underwriter may offer and sell Certificates to certain dealers
(including dealers depositing Certificates into investment trusts) at prices lower than the public
offering prices, and such dealers may reallow any such discounts on sales to other dealers. In
reoffering Certificates to the public, the Underwriter may overallocate or effect transactions
which stabilize or maintain the market prices for Certificates at levels above those which might
otherwise prevail. Such stabilization, if commenced, may be discontinued at any time.

Legal Opinion

Best Best & Krieger LLP, Riverside, California, Special Counsel, will render an opinion
substantially in the form of APPENDIX D hereto with respect to the validity and enforceability of
the City's obligations under the Lease Agreement and the validity of the Certificates. Special
Counsel undertakes no responsibility for the accuracy, completeness or fairness of the Official
Statement.

Certain matters will passed upon for the City and the Corporation by the City Attorney,
and for the Underwriter by its counsel, Jones Hall, A Professional Law Corporation, California.

Fees payable to Special Counsel and Underwriter's Counsel are contingent upon
execution and delivery of the Certificates.

Tax Matters

The delivery of the Certificates is subject to delivery of the opinion of Best Best & Krieger
LLP, Riverside, California, Special Counsel to the District (“Special Counsel”), to the effect that
interest with respect to the Certificates for federal income tax purposes under existing statutes,
regulations, published rulings, and court decisions (1) will be excludable from the gross income,
as defined in Section 61 of the Internal Revenue Code of 1986, as amended to the date of initial
delivery of the Certificates (the “Code”), of the owners thereof pursuant to Section 103 of the
Code, and (2) will not be included in computing the alternative minimum taxable income of the
owners thereof who are individuals or, except as hereinafter described, corporations. The
delivery of the Certificates is also subject to the delivery of the opinion of Special Counsel,
based upon existing provisions of the laws of the State of California that interest with respect to
the Certificates is exempt from personal income taxes of the State of California. A form of
Special Counsel’s anticipated opinion is included as APPENDIX D. The statutes, regulations,
rulings, and court decisions on which such opinions will be based are subject to change.
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Interest on all tax-exempt obligations, including the Certificates, owned by a corporation
will be included in such corporation’s adjusted current earnings for purposes of calculating the
alternative minimum taxable income of such corporation, other than an S corporation, a
qualified mutual fund, a financial asset securitization investment trust, a real estate investment
trust (REIT), or a real estate mortgage investment conduit (REMIC). A corporation’s alternative
minimum taxable income is the basis on which the alternative minimum tax imposed by Section
55 of the Code.

In rendering the foregoing opinions, Special Counsel will rely upon the representations
and certifications of the City made in a certificate of even date with the initial delivery of the
Certificates pertaining to the use, expenditure, and investment of the proceeds of the
Certificates and will assume continuing compliance with the provisions of the Lease Agreement
by the City subsequent to the issuance of the Certificates. The Lease Agreement contains
covenants by the City with respect to, among other matters, the use of the proceeds of the
Certificates and the facilities and equipment financed or refinanced therewith by persons other
than state or local governmental units, the manner in which the proceeds of the Certificates are
to be invested, if required, the calculation and payment to the United States Treasury of any
“arbitrage profits” and the reporting of certain information to the United States Treasury. Failure
to comply with any of these covenants may cause interest with respect to the Certificates to be
includable in the gross income of the owners thereof from the date of the delivery of the
Certificates.

Except as described above, Special Counsel will express no other opinion with respect
to any other federal, State or local tax consequences under present law, or proposed legislation,
resulting from the receipt or accrual of interest on, or the acquisition or disposition of, the
Certificates. Prospective purchasers of the Certificates should be aware that the ownership of
tax-exempt obligations such as the Certificates may result in collateral federal tax
consequences to, among others, financial institutions, life insurance companies, property and
casualty insurance companies, S corporations with subchapter C earnings and profits, certain
foreign corporations doing business in the United States, individual recipients of Social Security
or Railroad Retirement benefits, individuals otherwise qualifying for the earned income tax
credit, owners of an interest in a financial asset securitization investment trust, and taxpayers
who may be deemed to have incurred or continued indebtedness to purchase or carry, or who
have paid or incurred certain expenses allocable to, tax-exempt obligations. Prospective
purchasers should consult their own tax advisors as to the applicability of these consequences
to their particular circumstances.

Special Counsel's opinion is not a guarantee of a result, but represents its legal
judgment based upon its review of existing statutes, regulations, published rulings and court
decisions and the representations and covenants of the City described above. No ruling has
been sought from the Internal Revenue Service (the “IRS”) or the State of California with
respect to the matters addressed in the opinion of Special Counsel, and Special Counsel’s
opinion is not binding on the IRS or the State of California. The IRS has an ongoing program of
auditing the tax-exempt status of the interest on municipal obligations. If an audit of the
Certificates is commenced, under current procedures, the IRS is likely to treat the City as the
“taxpayer,” and the owners of the Certificates would have no right to participate in the audit
process. In responding to or defending an audit of the tax-exempt status of the interest with
respect to the Certificates, the City may have different or conflicting interests from the owners of
the Certificates. Public awareness of any future audit of the Certificates could adversely affect
the value and liquidity of the Certificates during the pendency of the audit, regardless of its
ultimate outcome.
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A copy of the proposed opinion of Special Counsel is set forth in APPENDIX D hereto.
Litigation

The City is not aware of any pending or threatened litigation concerning the validity of
the Certificates or the Lease Agreement or challenging any action taken by the City or the
Corporation with respect to the Certificates or the Lease Agreement. Furthermore, the City is
not aware of any pending or threatened litigation to restrain, enjoin, question or otherwise affect
the Lease Agreement or the Trust Agreement or in any way contesting or affecting the validity
or enforceability of any of the foregoing or any proceedings of the City taken with respect to any
of the foregoing. Although there are a number of lawsuits and claims pending and threatened
against the City, it is the opinion of the City that such litigation, claims and threatened litigation
will not materially affect the City's finances or impair its ability to make Lease Payments or
otherwise meet its obligations under the Lease Agreement.

Ratings

Standard & Poor’s Credit Ratings Services, a division of The McGraw-Hill Companies,
Inc. (“S&P”) and Fitch Ratings ("Fitch") have assigned the Certificates a rating of "AAA" and
"AAA", respectively, upon the understanding that the Insurer will issue the Policy simultaneously
with the issuance and delivery of the Certificates. They have also assigned an underlying rating
to the Certificates of "A+” and "A+", respectively.

These ratings reflect only the views of the rating agencies referred to in the previous
paragraph. Explanations of the significance of such ratings must be obtained from the rating
agencies. There is no assurance that such ratings will continue for any given period of time or
will not be revised downward or withdrawn entirely by such rating agency, if, in the judgment of
such rating agency, circumstances so warrant. Any such downward revision or withdrawal of
such ratings may have an adverse effect on the market price of the Certificates.

Miscellaneous

All of the descriptions of applicable law, the Lease Agreement, the Trust Agreement, the
Leased Premises, the City, the Corporation, agreements and other documents are made
subject to the provisions of such documents respectively and do not purport to be complete
statements of any or all of such provisions. Reference is hereby made to such documents on
file with the City for further information in connection therewith.

This Official Statement does not constitute a contract with the purchasers of the
Certificates. Any statements made in this Official Statement involving matters of opinion or
estimates, whether or not so expressly stated, are set forth as such and not as representations
of fact, and no representation is made that any of the estimates will realize.
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The execution and delivery of this Official Statement has been duly authorized by the
City Council of the City.

CITY OF RIVERSIDE, CALIFORNIA

By: /s/ Bradley J. Hudson
City Manager
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APPENDIX A

CITY OF RIVERSIDE GENERAL DEMOGRAPHIC AND FINANCIAL INFORMATION

The following information regarding the City and the surrounding area of Riverside
County is presented as general background data. The Certificates are payable solely from the
sources described herein (see "SECURITY FOR THE CERTIFICATES”). None of the taxing
power of the City of Riverside, the County of Riverside, the State of California or any political
subdivision thereof is pledged to the payment of the Certificates

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. Within 10 miles of the City are the 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 Primary Metropolitan Statistical Area (the "PMSA").
The PMSA represents an important economic area of the State and of Southern California. It
lays 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 Counties.

Riverside and San Bernardino Counties cover 27,400 square miles, a land area larger
than the State of Virginia. As of January 1, 2006, Riverside County had a population of
approximately 1,953,330 and San Bernardino County had a population of approximately
1,991,829. With a population of over 3.9 million, the PMSA ranks as one of the largest
Metropolitan Statistical Areas ("MSAs") in the United States. 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.

Municipal Government

The City was incorporated in 1883 and covers 80.1 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 2,489 full and part-
time personnel. The City operates and maintains a sewer, water and electrical system. Other
City services include diversified recreation programs, police, fire, airport, parks, a museum and
libraries



Services and Facilities

Public Safety and Welfare. The City provides law enforcement and fire protection
services. The Police Department currently employs 392 sworn officers and the Fire Department
employs 206 sworn 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, sewer, refuse and transportation
service to the City residents through municipal enterprises. The City also owns and operates a
general aviation airport.

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.

Leisure and Community Services. Among the City's cultural institutions and activities are
a convention center, the Riverside Art Museum, a metropolitan 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.

Population
As of January 1, 2006 the population of the City was estimated to be 287,820, an

increase of approximately 0.2% percent over the estimated population of the City in 2005. The
following table presents population data for both the City and County.

Table 1
POPULATION
City of Riverside
Year Riverside County
1950 46,764 170,046
1960 84,332 306,191
1970 140,089 459,074
1980 165,087 663,923
1990 226,505 1,170,413
2000 255,166 1,545,387
2001 262,264 1,590,186
2002 270,944 1,653,847
2003 277,459 1,726,321
2004 281,775 1,807,624
2005 287,321 1,888,311
2006 287,820 1,953,330

Sources: 1950-2000 U.S. Census; 2001-2006 California Department of Finance (Demographic Research Unit)
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Accounting Policies and Financial Reporting

The accounts of the City are organized into separate funds 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's current auditor (the "Auditor") is the firm of Mayer Hoffman McCann PC,
Irvine California. The audited financial statements of the City for Fiscal Year 2004-05 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 are classified by the functions of general government, public safety, highways and
streets, culture and recreation and community development.
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City Financial Data

The following tables provide a five-year history of the City's Comparative Balance Sheet,
General Fund revenues, expenditures, transfers, and ending fund balances. See also "City
Budget" below for budgeted revenues and expenses for Fiscal Years 2005-06 and 2006-07.

Table 2
CITY OF RIVERSIDE

GENERAL FUND BALANCE SHEET (As of June 30)
(Amounts Expressed in Thousands)

2001 2002 2003 2004 2005
ASSETS:
Cash and Investments $72,995 $86,007 $85,232 $103,622 $78,366
Cash and investments at fiscal agent 0 0 0 43,937 63,165
Receivables (net)
Interest 1,312 1,015 975 961 922
Property taxes 7,637 7,907 8,139 8,018 8,436
Sales taxes 7,211 7,200 8,011 9,162 9,103
Utilities billed 449 532 492 525 552
Accounts 4,579 2,985 3,304 7,880 3,110
Intergovernmental 2,776 3,350 2,416 4,838 5,066
Notes 92 64 33 30 70
Prepaid items 137 129 190 216 176
Due from other funds 5,414 4,832 8,860 9,970 6,921
Interfund receivable 4,110 3,762 3,715 3,519 33,715
Total Assets 106,712 117,783 121,367 192,678 209,602
LIABILITIES:
Accounts Payable 4,282 4,131 2,726 4,294 4,234
Accrued payroll 3,739 4,415 5,652 4,942 7,908
Retainage payable 82 60 169 91 382
Intergovermental 105 117 128 219 138
Deferred revenue 7,794 7,884 9,991 16,899 12,427
Deposits 14,539 17,049 18,012 20,468 28,564
Due to other funds 250 250 50 8,799 50
Interfund Receivable 0 3,357 2,901 2,439 2,146
Total Liabilities 30,791 37,223 36,629 58,151 55,849
FUND BALANCE:
Reserved:
Reserved for:
Encumbrances 4,817 7,014 10,424 13,503 8,918
Interfund receivable 4,110 3,762 3,715 3,519 33,715
Prepaid items 137 107 190 216 176
Notes receivable 25 64 33 30 70
Police Asset Forfeiture 0 0 0 0 523
Fire Bond 0 0 0 0 1,085
Unreserved, designated for economic 19,700 21,400 22,500 23,500 27,000
contingencies
Unreserved, designated for future
operations 35,487 36,559 25,434 71,666 @ 59,593 @
Unreserved, designated for insurance 0 0 6,400 6,400 6,400
Unreserved, undesignated: General Fund 11,645 11,654 13,042 15,693 16,273
Total fund balances 75,921 80,560 81,738 134,527 153,753
Total Liabilities and Fund Balances $106,712 $117,783 $121,367 $192,678 $209,602

(1) Increase in this item in fiscal year 2004-05 is attributable to the issuance of a pension obligation bond on behalf of Miscellaneous employees.
The portion of the proceeds that was not applicable to the general fund was treated as advanced to other City funds, which will repay the
advance in connection with payment of debt service on the pension obligation bonds.

(2) Proceeds of outstanding certificates of participation that are designated for specific purposes. See “-Long-Term Obligations”.

Source: City Audited Financial Statements (except as noted).
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Table 3
CITY OF RIVERSIDE
STATEMENT OF GENERAL FUND
REVENUES, EXPENDITURES AND FUND BALANCES
(Fiscal Year Ending June 30)
(Amounts Expressed in Thousands)

2001 2002 2003 2004 2005
Revenues:
Taxes $ 72,503 $ 76,455 $82,062 $ 91,343 $ 116,018
Licenses and permits 6,871 6,094 7,243 6,538 7,374
Intergovernmental 19,799 22,782 19,897 17,691 15,366
Charges for services 7,872 7,854 8,872 10,035 11,291
Fines and forfeitures 2,153 2,164 1,903 1,982 1,783
Special assessments 3,646 3,633 3,906 4,101 4,118
Rental and Investment Income 10,618 4,489 3,478 1,713 4,251
Miscellaneous 2,455 2,024 1,926 2,221 4,749
Total Revenues 125,917 125,495 129,287 135,624 164,950
Expenditures
Current:
General Government 20,449 16,087 15,555 28,1477 21,351
Public safety 84,134 91,245 96,487 107,637 119,036
Highways and streets 9,979 10,551 12,034 12,124 13,446
Culture and recreation 15,912 18,111 21,087 18,969 26,198
Debt service; principal 0 0 0 0 3,522
Debt service; interest 0 0 0 0 8,337
Bond issuance costs 0 0 0 0 487 @
Total Expenditures 130,474 135,994 145,163 166,877 192,377
Revenues over (under) expenditures (4,557) (10,499) (15,876) (31,253) (27,427)
Other Financing Sources (Uses)
Transfers in 31,866 18,304 20,215 19,529 22,846
Transfers out (3,049) (3,354) (3,466) (15,905) (8,076)
Proceeds from issuance of long-term debt ? 0 0 0 168,574 60,000
Sales of capital assets 100 188 1,311 144 92
Advances from other funds 1,588 0 0 0 0
Total other financing sources (uses) 30,505 15,138 18,060 172,342 74,862
Special item-pension contribution 0 0 0 (88,300) (28,213)
Net change in fund balances 25,948 4,639 2,184 52,789 19,222
Fund balances, July 1 49,973 75,921 79,554 81,738 134,527
Fund balances, June 30 $75,921 $84,560 $81,738 $134,527 $153,749

(1) Increase in fiscal year 2003-04 reflects expenditure of a portion of proceeds of certificates of participation.

(2) Proceeds of outstanding certificates of participation, general obligation bonds and pension obligation bonds that are designated for specific
purposes. See “-Long-Term Obligations”.

(3) City’s pension bonds deposited with CalPERS. See “-Long-Term Obligations”.

(4) Increases in fiscal year 2004-05 reflect a revised presentation of the General Fund’s debt service costs. In previous years, amounts were less
material and were combined within the functional category of “General Government.”

Source: Annual City Audits.
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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 into a proposed operating budget which includes a summary of proposed revenue and
expenditures and historical data for the two preceding fiscal years. 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.

See Table 5 below regarding the City's fiscal year 2005-06 and 2006-07 budgets.



Table 4 summarizes budget and actual results of the General Fund of the City for fiscal
year 2004-05 and Table 5 reflects the final fiscal year 2005-06 and the initially adopted 2006-07
General Fund budgets.

Table 4
CITY OF RIVERSIDE
GENERAL FUND BUDGET
(Fiscal Year 2004-05)
(000's Omitted)

2004-05 2004-05
Final Budget Actual Variance
Revenues
Taxes $ 110,594 $ 116,018 $ 5,424
Licenses and permits 6,735 7,374 639
Intergovernmental " 22,102 15,366 (6,736)
Charges for services 8,191 11,291 3,100
Fines and forfeitures 2,045 1,783 (262)
Special assessments 3,755 4,118 363
Rental and investment income 3,057 4,251 1,194
Miscellaneous 5,264 4,749 (515)
Total revenues 161,743 164,950 3,207
Expenditures
General government @ 78,019 48,738 29,281
Allocated expenditures (26,986) (27,387) 401
Public Safety @ 163,908 119,036 44,872
Highways and streets 15,247 13,446 1,801
Culture and recreation @ 36,116 26,198 9,918
Debt service: Principal 1,538 3,522 (1,984)
Debt service: Interest 2,528 8,337 (5,809)
Bond issuance costs 0 487 (487)
Total expenditures 270,370 192,377 77,993
Deficiency of revenue under expenditures (108,627) (27,427) 81,200
Other financing sources (uses):
Transfers in 26,328 22,846 (3,482)
Transfers out (5,798) (8,076) (2,278)
Proceeds from issuance of long-term debt ®) 0 60,000 60,000
Sales of capital assets 100 92 (8)
Total other financing sources (uses) 20,630 74,862 54,232
Special ltem”pension contribution 0 (28,213) (28,213)
Net change in fund balances (87,997) 19,222 107,219
Fund balance, beginning 134,527 134,527 0
Fund balance, ending $ 46,530 $153,749 $107,219

(1) The Variance occurs because the Budget represents the total of approved multi-year grants, whereas the Actual represents only the amount
received during the current year.

(2) The Variance occurs primarily because Budget represents the total of multi-year capital project costs (to be paid by bond proceeds or working
capital), whereas the Actual represents only the amount expended during the current year.

(3) Includes proceeds of pension obligation bonds deposited with CalPERS.

(4) Proceeds of pension obligation bonds deposited with CalPERS. See “-Long-Term Obligations”.

Source: City of Riverside
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SUMMARY OF GENERAL FUND BUDGETS

Table 5
CITY OF RIVERSIDE

(Fiscal Years 2005-06 and 2006-07)

Revenues:
Taxes
Transfers from Other Funds
Intergovernmental
Charges for Services
Misc. Revenues
Licenses and Permits
Fines and Forfeitures

Total Revenues
Expenditures:
City Management Services
General Services "
Community Development b
Police
Fire
Public Works
Park and recreation
Museum
Transfers Out
Finance "
Human Resources "
Information Systems "
Allocated Expenditures @
Managed Savings

Total Expenditures
Revenues Less Expenditures

M

Opening Reserves
Ending Reserves

(1) The “General Government” expenditure line item in Table 4 is not shown in Table 5 because
the budgeted “General Government” expenditures for fiscal years 2005-06 and 2006-07 are
detailed in the line items “Finance”, “Information Systems”, “Community Development”, “City
Management Services”, “Human Resources”, and “General Services”.

(2) This line item subtracts certain Expenditures (e.g., Human Resources, Finance, Information
Systems and General Services) that are already reflected in other line items of Expenditures to
avoid double-counting.

Source: City of Riverside.

The City’s total General Fund revenue increased between fiscal year 2003-04 and
2004-05 by approximately 21%. Revenues are projected to increase by 11% per year for the
two subsequent fiscal years. These increases are principally attributable to significant

development activity and the related sales and property taxes.

The fiscal year 2005-06 final budget projects a $9.5 million deficit. A significant amount
of the deficit spending addressed one-time capital items.

(000’s omitted)

2005-06 2006-07
$126,751 $141,156
25,576 32,066
2,391 2,606
11,777 10,704
6,935 6,982
8,274 8,600
2,130 2,263
183,834 204,377
25,174 27,117
16,360 12,166
13,081 14,247
77,785 82,969
37,142 39,747
15,078 17,826
21,120 21,346
2,398 2,036
9,746 6,491
7,610 7,533
4,537 4,329
11,816 13,168
(42,978) (38,807)
(5,500) (5,791)
193,369 204,377
(9,535) 0
55,650 46,115
$46,115 $46,115
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As anticipated, the fiscal year 2006-07 budget was approved by the City Council as
balanced, driven largely by the continued strong growth in revenues. The City is able to
continue to meet its policy of maintaining a 15% level of contingency reserves, and actually has
a 23% level of available reserves to address unplanned adjustments to its revenues.

General Fund Reserves

The following chart illustrates the general fund reserves of the City for Fiscal Years
1992-93 through 2005-06.

Table 6
CITY OF RIVERSIDE
GENERAL FUND RESERVES
(As of June 30)

(000's Omitted)

Fiscal Year Ending Fund Balance Percent Change

1992-93 $11,522

1993-94 12,634 9.7%
1994-95 17,626 39.5
1995-96 14,768 (16.2)
1996-97 16,436 1.3
1997-98 20,769 26.4
1998-99 19,882 (4.2)
1999-00 24,130 21.4
2000-01 32,469 34.5
2001-02 45,170 39.2
2002-03 53,700 18.9
2003-04 50,503 (6.0)
2004-05 55,650 10.2
2005-06 46,115" (17.1)

(1) The projected available fund balance of $46,115 at June 30, 2006 includes the following: “Unreserved, designated
for economic contingencies” ($30,000), “Unreserved, designated for insurance” ($400,000) and “Unreserved :
General Fund” ($15,715,000).

Source: City of Riverside annual budgets.
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Taxes and Other Revenue

The City receives the following local taxes and revenue. In the following sections, each

of these sources of local tax revenue is described in greater detail.

Table 7
CITY OF RIVERSIDE
OTHER TAX REVENUES BY SOURCE
(000'S omitted)

Fiscal Year
2000-01 2001-02 2002-03 2003-04 2004-05
Sales & Use Tax $35,850 $39,271 $ 41,915 $ 47,608 $54,483
Property Taxes 24,973 27,685 31,561 34,250 54,252
Property Transfer Tax 1,213 1,568 2,024 2,424 3,279
Utility Users Tax 19,613 18,510 19,928 21,362 22,135
Street Light Excise Tax 382 36 99 43 9
Franchises 3746 4,070 3,811 4,261 4,480
Transient Occupancy Tax 2,344 2,739 2,868 3,170 3,418
Special Assessments Levied 5,258 5,420 6,323 6,023 6,272
Total Taxes $68,406 $71,614 $ 76,968 $119,141 $148,328

Source: City of Riverside Annual Financial Reports.

Sales Taxes

Sales and use taxes represent the largest source of general fund tax revenue to the City.
This section describes the current system for levying, collecting and distributing sales and use
tax revenues in the State. However, the State budget situation has resulted in a temporary
redirection of sales tax revenues from the City to the State (see “ — Impact of State Budget”
below).

Sales Tax Rates. The City’s sales tax revenue represents the City’s one percent share
of the sales and use tax imposed on taxable transactions occurring within the City's boundaries.
The sales tax is governed by the Bradley-Burns Uniform Local Sales and Use Tax Law (the
“Sales Tax Law”).
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Currently, taxable transactions in the City are subject to the following sales and use tax,
of which the City’s share is only a portion. The State collects and administers the tax, and
makes distributions on taxes collected within the City, as follows:

Table 8
CITY OF RIVERSIDE
Sales Tax Rates
Fiscal Year 2003-04

State (General Fund) 5.00%
State (Local Revenue Fund) 0.50
State (Local Public Safety Fund) 0.50
State (City and County Operations) 1.00
State (County transportation funds) 0.25
Total State-wide Tax 7.25%
Riverside County Transportation Commission 0.50%
Total 71.759

The State’s actual administrative costs with respect to the portion of sales taxes
allocable to the City are deducted before distribution and are determined on a quarterly basis.

Sales and use taxes are complementary taxes; when one applies, the other does not. In
general, the statewide sales tax applies to gross receipts of retailers from the sale of tangible
personal property in the State. The use tax is imposed on the purchase, for storage, use or
other consumption in the State of tangible personal property from any retailer. The use tax
generally applies to purchases of personal property from a retailer outside the State where the
use will occur within the State. The Sales Tax is imposed upon the same transactions and
items as the statewide sales tax and the statewide use tax.

Certain transactions are exempt from the State sales tax, including sales of the following
products:

. food products for home consumption;

. prescription medicine;

. newspapers and periodicals;

. edible livestock and their feed;

. seed and fertilizer used in raising food for human consumption; and

. gas, electricity and water when delivered to consumers through mains, lines and
pipes.

This is not an exhaustive list of exempt transactions. A comprehensive list can be found
in the State Board of Equalization's May 2003 publication entitled "Sales and Use Taxes:
Exemptions and Exclusions," which can be found on the State Board of Equalization's website
at http://www.boe.ca.gov/. See also "RISK FACTORS - Sales Taxes."

Sales Tax Collection Procedures. Collection of the sales and use tax is administered by
the California State Board of Equalization. According to the State Board of Equalization, it
distributes quarterly tax revenues to cities, counties and special districts using the following
method:



Using the prior year's like quarterly tax allocation as a starting point, the Board first
eliminates nonrecurring transactions such as fund transfers, audit payments and refunds, and
then adjusts for growth, in order to establish the estimated base amount. The State Board of
Equalization disburses 90% to each local jurisdiction in three monthly installments (advances)
prior to the final computation of the quarter's actual receipts. Ten percent is withheld as a
reserve against unexpected occurrences that can affect tax collections (such as earthquakes,
fire or other natural disaster) or distributions of revenue such as unusually large refunds or
negative fund transfers. The first and second advances each represent 30% of the 90%
distribution, while the third advance represents 40%. One advance payment is made each
month, and the quarterly reconciliation payment (clean-up) is distributed in conjunction with the
first advance for the subsequent quarter. Statements showing total collections, administrative
costs, prior advances and the current advance are provided with each quarterly clean-up
payment.

Under the Sales and Use Tax Law, all sales and use taxes collected by the State Board
of Equalization under a contract with any city, city and county, redevelopment agency, or county
are required to be transmitted by the Board of Equalization to such city, city and county,
redevelopment agency, or county periodically as promptly as feasible. These transmittals are
required to be made at least twice in each calendar quarter.

Under its procedures, the State Board of Equalization projects receipts of the sales and
use tax on a quarterly basis and remits an advance of the receipts of the sales and use tax to
the City on a monthly basis. The amount of each monthly advance is based upon the State
Board of Equalization's quarterly projection. During the last month of each quarter, the State
Board of Equalization adjusts the amount remitted to reflect the actual receipts of the sales and
use tax for the previous quarter.

The Board of Equalization receives an administrative fee based on the cost of services
provided by the Board to the City in administering the City’s sales tax, which is deducted from
revenue generated by the sales and use tax before it is distributed to the City.

Impact of State Budget. The State will temporarily redirect local sales and use taxes to
the State, including 0.25% that would otherwise be available to the City, to pay debt service on
its "economic recovery" bonds; the State will increase local governments’ share of local property
tax by a like amount.

However, it should be noted that certain features and consequences of this redirection
could impact the availability of revenues to pay Lease Payments. First, there may be a timing
issue associated with the "backfill" of redirected sales and use taxes with property tax revenue:
while sales and uses taxes are distributed by the State Board of Equalization on a monthly
basis, the County would only backfill with property taxes on a semi-annual basis. This timing
issue would not only impact the City's cash flow, but would cause the City to lose investment
earnings on the sales and uses taxes it otherwise would have received on a monthly basis.

Second, it is possible that the fees charged by the County for property tax
administration, which are subtracted from property tax revenue collected by the County before it
is allocated to the City, could increase as a result of the various tasks required of the County by
the redirection. In addition, the State Board of Equalization administration fee is likely to
increase as a percentage of local sales and use tax received by the City unless the State Board
of Equalization reduces its fee, which it is unlikely to do because the cost of collecting the sales
and use taxes on a per-transaction basis will not go down.
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Third, the redirection of sale and use taxes by the State reflects the vulnerability of local
government to the State budget process. If, in the future, the State elects to further reallocate
sales and use taxes or property tax revenue, or any other source of revenue used by the City to
make Lease Payments, the City may not know the exact amount of revenue available to pay
Lease Payments

History of Taxable Transactions. A summary of historic taxable sales within the City for
calendar years 2000 through 2004 is shown in the following table.

Table 9
CITY OF RIVERSIDE
TAXABLE TRANSACTIONS
For Calendar Years 2000 Through 2004
(Dollars in thousands)

2000 2001 2002 2003 2004
Apparel stores $ 92,241 $ 98,859 $ 105,476 $124,223 $145,023
General merchandise stores 465,490 485,571 510,038 536,795 597,030
Food stores 133,363 134,502 136,076 145,308 154,562
Eating & drinking places 223,253 239,811 257,711 276,757 300,858
Home furnishings & appliances 77,552 75,754 81,844 93,977 102,243
Building materials & farm implements 290,734 326,627 346,277 395,175 517,865
Auto dealers and auto supplies 698,147 780,641 864,486 987,372 1,172,792
Service stations 200,155 199,159 192,914 222,575 266,658
Other retail stores 341,252 351,055 396,808 427,978 461,968
Retail Stores Totals 2,522,187 2,691,979 2,891,630 3,210,160 3,718,999
All other outlets 697,707 715,273 769,277 764,423 884,770
Total all outlets $3,219,894  $3,407,252 3,660,907 3,974,583 4,603,769

Source: California State Board of Equalization.

Ad Valorem Property Taxes

This section describes property tax levy and collection procedures and certain
information regarding historical assessed values and major property tax payers in the City.

General. 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
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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. 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; however, the City has

elected not to participate in the Teeter Plan. Consequently, property tax collections allocated to
the City reflect actual collections.
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The following tables illustrate the secured property tax revenues of the City for Fiscal
Years 1995-96 through 2004-05:

Table 10
CITY OF RIVERSIDE
HISTORICAL SECURED PROPERTY TAX REVENUES'"
(As of June 30)
(000's omitted)

% of Current  Delinquent Ratio of Total Tax Outstanding

Fiscal Year Total Tax  Current Tax Taxes Tax Total Tax Collections to Delinquent
Levy Collections Collected Collections  Collections  Total Tax Levy Taxes?
1995-96 $23,086 $21,787 94.4% $535 $22,322 96.7% $8,135
1996-97 22,202 20,750 93.5 569 21,319 96.0 9,019
1997-98 22,429 21,055 93.9 584 21,639 96.5 9,810
1998-99 23,113 21,888 94.7 537 22,425 97.0 10,497
1999-00 24,241 23,431 96.7 626 24,057 99.2 9,994
2000-01 25,205 24,436 96.9 370 24,806 98.4 11,081
2001-02 25,237 23,098 91.5 513 23,611 93.6 12,707
2002-03 26,050 25,168 96.7 503 25,789 99.0 11,715
2003-04 31,954 31,092 97.3 966 32,058 100.3 11,612
2004-05 37,144 36,004 96.9 706 36,710 98.8 12,046

(1) Includes collection of property tax revenue allocated to the City's Redevelopment Agency.
(2) Includes late fees and penalties.
Source: Riverside County Auditor Controller's Office.

Taxable Property and Assessed Valuation. Set forth in the tables below are assessed
valuation for secured and unsecured property within the City for the ten most recent fiscal years.

Table 11
CITY OF RIVERSIDE
GROSS ASSESSED VALUE OF ALL TAXABLE PROPERTY
(in thousands)

Fiscal Year Secured Unsecured Total
1996-97 $10,135,216 $548,897 $10,684,113
1997-98 10,188,885 540,358 10,729,243
1998-99 10,158,747 576,029 10,734,776
1999-00 10,557,523 632,940 11,190,463
2000-01 11,269,877 686,215 11,956,092
2001-02 12,103,179 799,322 12,902,501
2002-03 13,071,415 980,529 14,051,945
2003-04 14,188,658 845,858 15,034,516
2004-05 15,540,982 951,211 16,479,039
2005-06 17,556,580 1,058,995 18,615,575

Source: County of Riverside Assessor's Office.
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The California Community 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, homeowners’ and other miscellaneous exemptions and redevelopment
agency incremental values for the nine most recent fiscal years.

Table 12
CITY OF RIVERSIDE
TOTAL AND NET PROPERTY TAX VALUATIONS
(In thousands)

Gross Assessed Homeowners’ and Other Redevelopment Agency

Fiscal Year Value Exemptions ) Incremental Value Net Value
1997-98 $10,729,243 $791,907 $1,051,914 $ 8,887,422
1998-99 10,734,776 705,831 1,113,258 8,915,687
1999-00 11,190,463 710,971 1,188,654 9,290,838
2000-01 11,956,092 753,859 1,263,684 9,938,459
2001-02 12,902,501 704,049 1,429,054 10,769,398
2002-03 14,051,945 776,077 1,638,530 11,637,338
2003-04 15,034,516 830,326 1,706,664 12,497,926
2004-05 16,492,193 850,869 1,900,975 13,740,349
2005-06 18,615,575 916,570 3,072,623 14,626,382

(1) Includes homeowner, governmental and non-profit exemptions.
Source: City of Riverside.
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Largest Taxpayers. The 10 largest secured property taxpayers for fiscal year 2005-06
are as follows:

Table 13
CITY OF RIVERSIDE
LARGEST SECURED TAXPAYERS FOR FISCAL YEAR 2005-06

(000s)
Land Assessed
Taxpayer Use Valuation Percent of Total

Tyler Mall Limited Partnership Regional shopping center $144,601 0.8%
Riverside Healthcare Systems Healthcare 101,878 0.6
State Street Bank (1) Realty Investment 78,581 04
BRE Prop. Inc. Realty Investment 66,543 04
Calif. State Teachers’ Retire System Realty Investment 56,482 0.3
Pepsi Bottling Group Manufacturer 50,607 0.3
Press Enterprise Newspaper 47,893 0.3
Rohr/Goodrich Manufacturer 47,007 0.3
Mission Grove Park Apts. Apartments 45,051 0.3
Ralph’s Grocery Company Grocery 41,064 0.2

$679,707 3.8%
(1) State Street Bank owns 81.22 acres of land featuring a grocery warehouse, distribution center and creamery consisting of

more than one million square feet which was constructed in 1995 and leased to Smith’s Foods. The property is subleased to
Ralph’s Grocery Company, which along with Smith’s Foods, operates more than 800 stores, mostly in the western United States.
Ralph’s Foods added an additional 100,000 square feet to the facility in 1999.

Source: County of Riverside Assessor's Office.

State Legislative Shift of Property Tax Allocation. See "RISK FACTORS — Impact of
State Budget" herein for a discussion of circumstances which will adversely impact certain of
the City's receipts. Briefly, however, the State of California faces severe budget issues for fiscal
year 2004-05 and possibly beyond. In connection with its approval of former budgets, the State
Legislature enacted legislation, that among other things, reallocated a portion of funds from
redevelopment agencies to school districts by shifting each agency’s tax increment, net of
amounts due to other taxing agencies, to school districts (‘ERAF” shifts).

The fiscal year 2004-05 and 2005-06 State Budgets included a transfer by California
cities to the applicable ERAFs. The City’s share of the ERAF shift for Fiscal Years 2004-05 and
2005-06 is approximately $2.7 million in each fiscal year. The State’s electorate adopted a
proposition at the November 2004 election that purports to limit future transfers of this type after
fiscal year 2005-06, subject to certain exceptions. The fiscal year 2006-07 State Budget does
not include an ERAF transfer. See “RISK FACTORS - Impact of State Budget”.

Other Taxes

Franchise Taxes. The City levies a franchise tax on its cable television, trash collection,
utility franchises, taxi cabs, 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 a 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.

Special Assessments

On an annual basis, the City deposits into the General Fund assessments levied and
collected in Street Lighting District No. 1. Street Lighting District No. 1 was formed in 1988 for
installation, construction and maintenance of public lighting and related facilities. The City uses
the assessments to pay for a portion of the costs incurred by the City for the authorized public
lighting and related facilities.

In-Lieu Payments

Historically, a significant revenue source of the City has been 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 Table 3 and in the accompanying financial statements (see
"APPENDIX C") as "intergovernmental revenues."

Table 14
CITY OF RIVERSIDE
IN-LIEU PAYMENTS (VEHICLE LICENSE FEES)
(Fiscal Year)

Fiscal In-Lieu

Year Payment
1999-00 $12,422,389
2000-01 13,772,065
2001-02 14,848,312
2002-03 15,533,453
2003-04 12,527,520
2004-05 1,795,358
2005-06'" 1,800,000

(1) Estimated.

Source: City of Riverside.

The decline in in-lieu payments for fiscal years 2004-05 and 2005-06 is primarily due to
the State’s swapping of property tax revenue for vehicle license fees.

Short-Term Obligations

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

Set forth below is a summary of the City’s outstanding general obligation bonds and
general fund obligations.

General Obligation Debt. On November 4, 2003, the voters in the City approved the
issuance of up to $20 million principal amount of general obligation bonds to finance fire
facilities. As of June 30, 2005, the outstanding obligation with respect to the general obligation
bonds was $20,280,000 (including $280,000 of unamortized initial issue premium).

Pension Obligation Bonds. In fiscal year 2003-04, the City issued Pension Obligation
Bonds in the amount of $89,540,000 to fund the unfunded actuarial accrued liability for public
safety employees (which, as of June 30, 2004, was $88,300,000). Proceeds from the bonds
were deposited with CalPERS and are reflected as a net pension asset of $88,300,000 for
governmental activities in the Government-wide Statement of Net Assets in the City’s audited
financial statements for fiscal year 2004-05 (see “APPENDIX C”). As of June 30, 2005, the City
had $88,280,000 principal amount of Pension Obligation Bonds outstanding.

In fiscal year 2004-05, the City issued Pension Obligation Bonds in the amount of
$60,000,000 to partially fund unfunded actuarial accrued liabilities for non-safety employees
(which as of June 30, 2005 was $73,400,000). Proceeds from the bonds in the amount of
$59,434,000 were deposited with CalPERS and are reflected as a net pension asset in the
Government-wide Statement of Net Assets in the City’s audited financial statements for fiscal
year 2004-05.

A total of $147,842,000 of net pension assets (including the Pension Obligation Bonds
issued in fiscal year 2003-04) are included as a deferred charge in the Government-wide
Statement of Net Assets. The deferred charge relating to the net pension assets will be
amortized over 19 years in accordance with the method used by CalPERS for calculating
actuarial gains and losses.

Certificates of Participation. 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.

As of June 30, 2005, the outstanding certificates of participation and their outstanding
principal balance were as set forth in the following table:

Table 15
SUMMARY OF LONG-TERM GENERAL FUND OBLIGATIONS
Original Outstanding
Issue Principal

1999 Certificates of Participation $ 6,360,000 $ 3,550,000
2003 Certificates of Participation 53,185,000 52,430,000
Subtotal 55,980,000
Plus unamortized 2003 COPs Premium 1,356,000
Total $57.336.000



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,
2005 were as follows (dollars are in thousands):

Years Ending June 30 Governmental Activities Business-type Activity
2006 $1,955 $86
2007 1,883 73
2008 1,723 92
2009 1,469 75
2010 535 51
2011-2012 517 51
Total minimum lease payments 8,082 428
Less: Amount representing interest (rates ranging (651) (36)
from 2.5% to 9%)

Total capital lease payable $7,431 $392

Capital Lease Obligations. The City leases various equipment through capital leasing
arrangements. The minimum lease obligations payable by the City as of June 30, 2005 are
identified in Note 7 to the City’s June 30, 2005 audited financial statements. See Appendix C.

Direct and Overlapping Bonded Debt

The ability of land owners within the City to pay property tax installments as they come
due could be affected by the existence of other taxes and assessments imposed upon the land.
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The statement of direct and overlapping debt (the "Debt Report") set forth below was
prepared by California Municipal Statistics, Inc. as of June 1, 2006. The Debt Report includes
only such information as has been reported to California Municipal Statistics, Inc. by the issuers
of the debt described therein and by others. The Debt Report is included for general information

purposes only. The City takes no responsibility for its completeness or accuracy.

Table 16

Direct and Overlapping Bonded Debt
(As of July 1, 2006)

2005-06 Assessed Valuation:
Redevelopment Incremental Valuation:
Adjusted Assessed Valuation:

$18,016,372,043
3,131,985,255
$14,884,386,788

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT:
Metropolitan Water District

Riverside City Community College District

Alvord Unified School District

Riverside Unified School District

Corona-Norco Unified School District

Jurupa Unified School District

Moreno Valley Unified School District

City of Riverside

Riverside Unified School District Community Facilities Districts
City of Riverside Community Facilities Districts

City of Riverside 1915 Act Bonds

TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT

DIRECT AND OVERLAPPING GENERAL FUND DEBT:
Riverside County General Fund Obligations

Riverside County Pension Obligations

Riverside County Board of Education Certificates of Participation
Alvord Unified School District Certificates of Participation
Corona Norco Unified School District Certificates of Participation
Jurupa Unified School District Certificates of Participation
Moreno Valley Unified School District Certificates of Participation
Riverside Unified School District General Fund Obligations

City of Riverside General Fund Obligations

City of Riverside Pension Obligations

TOTAL GROSS DIRECT AND OVERLAPPING GENERAL FUND DEBT

Less: Riverside County self-supporting obligations

TOTAL NET DIRECT AND OVERLAPPING GENERAL FUND DEBT

GROSS COMBINED TOTAL DEBT
NET COMBINED TOTAL DEBT

(1) Excludes certificates of participation to be sold.

% Applicable

Debt 7/1/06

1.017%
30.102
67.749
84.037

0.002

0.001

4.005

100.
96.650 -100.
100.
100.

12.065%
12.065
12.065
67.748
0.002
0.001
4.005
84.037
100.
100.

$ 3,961,876
20,149,108
32,282,399
99,239,293

1,090

561
2,002,498
19,590,000
94,426,090
54,223,000
43,220,000
$369,095,915

$ 76,072,910
47,879,349
1,356,106
16,350,980
1,668

80

1,072,739
22,122,740
55,315,000
146.470.000
$366,641,572
2,363,665
$364,277,907

$735,737,487
$733,373,822

)

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

bonded capital lease obligations.

Ratios to 2005-06 Assessed Valuation:
Direct Debt ($19,590,000)...........ccceraerraeeraeeraneeeeneeeeeeeneas 0.11%
Total Direct and Overlapping Tax and Assessment Debt.....2.05%

Ratios to Adjusted Assessed Valuation:

Combined Direct Debt ($221,375,000) ........ccccceeeuerrrcnncen. 1.49%
Gross Combined Total Debt ...4.94%
Net Combined Total Debt................ooooooo 4.93%

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/06: $0

Source: California Municipal Statistics, Inc.
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Retirement Programs

The City contributes to the California Public Employee's Retirement System
(“CalPERS”), 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 CalPERS. Benefits vest after 5 years of service. Benefits for employees vary
based upon final yearly compensation, safety or non-safety status, length of service and age at
retirement. CalPERS 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 CalPERS for both
miscellaneous and safety employees. The employer CalPERS contribution rates for fiscal year
2004-05 were 12.340% for miscellaneous employees and 31.248% for safety employees. The
City is required to contribute amounts necessary to fund the benefits for its members using the
actuarial basis recommended by CalPERS. The contribution to CalPERS for Fiscal Year 2004-
05 was approximately $28,948,000 (equal to its required contributions of $29,056,000 less the
effect of amortization of the net pension asset of $108,000). The City has budgeted a
contribution of $49,781,000 for Fiscal Year 2005-06 (including the supplemental appropriation)
from the General Fund and other revenue sources.

Three-year trend information for CalPERS funding is set forth in the following table (in
thousands of dollars):

Net Pension
Fiscal Year Ending Actual Pension Cost Percentage of APC Obligation
June 30, (APC) Contributed (Asset)
2003 $ 12,196 100% $ 0
2004 20,051 540 (88,300)
2005 28,948 305 (147,842)
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The City is amortizing its CalPERS unfunded actuarial accrued liability, as set forth in the
following table, as a level percentage of projected payroll on a closed basis over 19 years. The
following table, excerpted from the City's audited financial statements for fiscal year 2003-04,
describes the schedule of funding for CalPERS (unaudited):

Entry
Age Unfunded/
Normal (Overfunded)
Actuarial Actuarial UAAL as
Actuarial Accrued Actuarial Accrued % Annual a % of
Valuation Liability Value of Liability Funded Covered Covered
Plan Date (AAL) Assets (UAAL) Ratio Payroll Payroll
Misc. 6/30/02 $498,057 $507,610 $(9,553) 101.9% $72,257 (13.2%)
Safety 6/30/02 381,311 328,395 52,916 86.1 41,038 128.9
Misc. 6/30/03 568,712 511,281 57,431 89.9 75,838 75.7
Safety 6/30/03 413,125 329,673 83,451 79.8 44,611 187.1
Misc. 6/30/04 611,841 537,352 74,488 87.8 77,960 95.5
Safety 6/30/04 454,795 440,172 14,623 96.8 48,635 30.1

See “ — Long Term Obligations” for a discussion of the issuance of pension obligation
bonds by the City, the use of the bond proceeds and the reflection of the proceeds in the City’s
audited financial statements.
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Employee Relations and Collective Bargaining

City employees are represented by nine labor union associations, the principal one
being the Service Employees International Union, which represents approximately 33% of City
full-time employees. Currently 59% all City employees are covered by negotiated agreements.
Negotiated agreements have the following expiration dates:

Table 17
CITY OF RIVERSIDE
NEGOTIATED EMPLOYEE AGREEMENTS
(As of July 1, 2006)

Contract Number of
Bargaining Unit Expiration Date Employees
Service Employees International Union 6/30/06 854
Riverside Police Officers Assoc. 6/30/06 310
Riverside Police Officers Association - Supervisory 6/30/06 55
Riverside Police Administrators Association 6/30/06 28
International Brotherhood of Electrical Workers 9/30/06 170
International Brotherhood of Electrical Workers - Supervisory 9/30/06 25
Riverside City Firefighters Assoc. 6/30/06 188
Riverside City Fire Management 6/30/06 11
Service Employees Int. Union -- Refuse 6/30/07 37
(1) Negotiations for a new contract have concluded, with a new expiration date of June 20, 2010. The new contract has been

ratified by the Union, but has not yet been officially approved by the City Council.

Source: City of Riverside.

Since 1979 the City has not had an employee work stoppage.
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 worker's compensation.

Property insurance coverage has a limit of $100 million, with a $50,000 deductible.
Earthquake and flood insurance currently have a $15 million limit, with a deductible of 5% for
earthquake and 2% for flood. Workers' compensation insurance coverage has a limit of $25
million with a deductible of $4 million per occurrence. On July 1, 2006, the City carried
commercial insurance up to $23 million for general and auto liability claims greater than $3
million per occurrence. There were no claims settled during fiscal years 2000 through 2005
above the covered amount.
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The following tables summarize the reserved balances in the Self-Insurance Fund for
fiscal years 2000-01 through 2004-05.

Table 18
CITY OF RIVERSIDE
SELF-INSURANCE FUND
(in thousands)

Fund 2000-01 2001-02 2002-03 2003-04 2004-05
Worker's Compensation $10,708 $12,578 $13,801 $11,117 11,147
Public Liability 7,351 7,388 6,899 6,091 6,326

Source: City of Riverside.
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 January, 2006 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 May 31, 2006, had a market value of
$421,498,619. The following table illustrates the investments as of May 31, 2006:

Table 19
CITY OF RIVERSIDE
INVESTMENT PORTFOLIO
(As of May 31, 2006)

Type Market Cost % of
Value Basis Portfolio®
Money Market Accounts'” $ 47,160,044 $ 47,160,044 11.2%
Bonds, Debentures and Notes 374,283,575 380,780,265 88.8
Cash 55,000 55,000 0.1
Total $421,498,619 $427,995,309 100.00"

(1) Includes $5,500,000 in the State of California Local Agency Investment Fund.
(2) Based on market value as of May 31, 2006.

(3) Numbers do not add because of rounding.

Source: City of Riverside.

As of May 31, 2006, the average life of the City's investment portfolio was 684.36 days.
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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 holders and pension beneficiaries;
and (3) imputed rental income of owner-occupied nonfamily dwellings.
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Between 2000 and 2004 the City's median household effective buying power increased
approximately 11.7%, while at the same time, the County's increased approximately 11.9%, the
State’s increased approximately 8.7% and there was growth of approximately 2.6% for the
United States. The table below 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 2000 through 2004.

Table 20
PERSONAL INCOME
For Calendar Years 2000 Through 2004

Total Effective Median Household
Buying Income Effective Buying

Year and Area ($ in thousands) Income
2000

City of Riverside $ 3,735,911 $37,395
County of Riverside 25,144,120 39,293
State of California 652,190,282 44,464
United States 5,230,824,904 39,129
2001

City of Riverside $ 3,636,701 $37,231
County of Riverside 23,617,301 37,480
State of California 650,521,407 43,532
United States 5,303,481,498 38,365
2002

City of Riverside $ 3,874,905 $37,406
County of Riverside 25,180,040 38,691
State of California 647,879,427 42,861
United States 5,340,682,818 38,035
2003

City of Riverside $ 4,135,550 $37,794
County of Riverside 27,623,743 39,321
State of California 674,721,020 42,924
United States 5,466,880,008 38,201
2004

City of Riverside $ 4,303,175 $38,787
County of Riverside 29,468,208 40,275
State of California 705,108,410 43,915
United States 5,692,909,567 39,324

Source: Sales and Marketing Management, Survey of Buying Power.
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A comparison of effective buying income groupings per household for 2004 is shown in
the following table:

Table 21
INCOME GROUPINGS FOR 2004
Percent of Households City of Riverside State of
bv EBI Group Riverside County California
$ 20,000-34,999 23.1% 22.3% 20.0%
$ 35,000-49,999 19.9 20.1 18.8
$ 50,000 and over 35.4 37.1 425

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 61 elementary and middle schools and high schools. There are also
about 48 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.
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Employment

The following table presents the annual average distribution of persons in various wage
and salary employment categories for Riverside-San Bernardino Primary Metropolitan Statistical
Area ("PMSA") for calendar years 2001 through 2005.

Table 22
RIVERSIDE-SAN BERNARDINO PRIMARY METROPOLITAN STATISTICAL AREA
ANNUAL AVERAGE EMPLOYMENT COMPARISON

2001 2002 2003 2004 2005

Civilian Labor Force " 1,575,100 1,638,800 1,587,700 1,655,600 1,712,200
Employment 1,496,100 1,542,500 1,488,100 1,561,100 1,625,900
Unemployment 79,000 96,300 99,600 94,500 86,300
Unemployment Rate 5.0% 5.9% 6.3% 57% 5.0%
Wage and Salary Employment

Agriculture 20,900 20,300 20,300 18,700 18,200
Natural Resources and Mining 1,200 1,200 1,200 1,200 1,300
Construction 88,400 90,900 99,000 111,800 122,200
Manufacturing 118,600 115,400 116,100 120,100 120,200
Wholesale Trade 41,600 41,900 43,500 45,600 49,200
Retail Trade 132,200 137,500 142,700 153,800 165,000
Trans., Warehousing and Utilities 45,600 46,800 50,100 55,500 59,700
Information 14,600 14,100 13,900 14,000 14,400
Finance and Insurance 22,900 23,500 25,700 28,000 29,900
Real Estate and Rental and Leasing 15,300 15,900 16,900 17,700 18,700
Professional and Business Services 101,700 106,800 115,400 125,500 132,500
Educational and Health Services 106,000 112,400 115,800 118,400 120,000
Leisure and Hospitality 104,400 107,200 109,000 116,700 122,400
Other Services 37,100 38,100 38,400 39,300 41,200
Federal Government 16,900 16,900 17,000 17,300 18,600
State Government 25,800 26,600 26,600 26,500 27,000
Local Government 157,600 169,300 167,900 168,700 174,800
Total, All Industries 1,050,700 1,084,800 1,119,400 1,178,700 1,235,400

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

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

Source: State of California Employment Development Department.
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The 25 largest employers in the County are shown below.

Employer Name
C A State Transportation

Casino Morongo

Chase Manhattan Mortgage Corp
Crossroads Truck Dismantling
Desert Regional Medical Ctr
Eisenhower Medical Ctr
Guidant Corp

Jw Marriott Desert Springs Rst
La Quinta Resort & Club
Labtechniques

Mountain & Dunes Golf Courses
Oasis Distributing

Parkview Community Hospital
Pechanga Resort & Casino
Riverside Community College
Riverside Community Hospital
Riverside County Regional Med
Signatures

Spa Resort Casino

Starcrest

Starcrest Products Of Ca

Sun World Intl Inc

University Of California

Valley Health System

Watson Pharmaceuticals Inc

Table 23

COUNTY OF RIVERSIDE
LARGEST EMPLOYERS
(As of January 1, 2006)

Location
Lake Elsinore
Cabazon
Moreno Valley
Mira Loma
Palm Springs
Rancho Mirage
Temecula
Palm Desert
La Quinta
Rancho Mirage
La Quinta
Thermal
Riverside
Temecula
Riverside
Riverside
Moreno Valley
Perris
Palm Springs
Perris
Perris
Coachella
Riverside
Hemet
Corona

Industry
Government Offices-State

Tourist Attractions

Real Estate Loans

Automobile Dismantling/Recycling (Whol)
Hospitals

Clinics

Physicians & Surgeons Equip & Supls-Mfrs
Hotels & Motels

Hotels & Motels

Laboratories-Medical

Golf Courses-Private

Fruits & Vegetables-Growers & Shippers
Hospitals

Casinos

Schools-Universities & Colleges Academic
Hospitals

Hospitals

Mail Order & Catalog Shopping

Casinos

Mail Order & Catalog Shopping

Mail Order & Catalog Shopping

Fruits & Vegetables-Growers & Shippers
Schools-Universities & Colleges Academic
Hospitals

Drug Millers

Source: California Employment Development Department, extracted from The America's Labor Market Information

System (ALMIS) Employer Database.
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Construction Activity

The following table provides a summary of residential building permit valuations and
nonresidential building permit valuations, and the total number of all building permit valuations
in the City during the past five years, including calendar year 2005.

Table 24
CITY OF RIVERSIDE BUILDING PERMIT ACTIVITY
For Calendar Years 2001 Through 2005

2001 2002 2003 2004 2005
Permit Valuation
New Single-family $254,494.2 $218,696.1 $140,055.6 $205,436.7 $333,223.8
New Multi-family 2,719.0 0.0 93,711.0 23,610.9 44,23.8
Res. Alterations/Additions 11,064.2 12,584.7 19,772.5 22,225.7 22,817.8
Total Residential 268,277.3 231,280.8 253,539.1 251,273.3 400,265.4
New Commercial 41,602.5 53,790.8 62,900.5 161,598.7 107,106.2
New Industrial 13,086.4 6,190.8 14,973.6 14,593.8 26,909.5
New Other 9,977.0 17,948.3 18,816.8 32,324.4 35,436.2
Com. Alterations/Additions 31,886.2 32,820.6 45,913.7 40,374.2 56,320.9
Total Nonresidential 96,552.0 110,750.4 142,604.6 248,891.2 225,772.7
New Dwelling Units
Single Family 1,237 1,113 689 820 1,442
Multiple Family 40 _ 0 1,377 282 521
TOTAL 1,277 1,113 2,066 1,102 1,963

Source: Construction Industry Research Board, Building Permit Summary
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. Interstate bus
service is available via Greyhound, and local bus service is provided by the 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.

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 2039. Measure A is
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expected to generate $4.6 billion between 2009 and 2039. In 1990, voters of the adjacent San
Bernardino County approved a similar program, and that sales tax was similarly increased by a
vote of the electorate in November 2003.
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APPENDIX B
SUMMARY OF PRINCIPAL LEGAL DOCUMENTS

The following is a brief summary of certain provisions of the Lease and Right of Entry
Agreement, the Lease Agreement, the Assignment Agreement and the Trust Agreement prepared for
Certificates. The following also includes definitions of certain terms used therein and in this Olfficial
Statement. Such summary is not intended to be definitive. Reference is directed to said documents for the
complete text thereof. Except as otherwise defined in this summary, the terms previously defined in this
Official Statement have been respective meanings previously given. Copies of said documents are
available from the City and from the Trustee.

DEFINITIONS

“Additional Payments” means additional payments required to be paid by the City pursuant to
Section 4.7 of the Lease Agreement.

“Agency Agreement” means the Agency Agreement between the Corporation and the City dated
as of September 1, 2006.

“Assignment Agreement” means the Assignment Agreement between the Corporation and the
Trustee dated as of September 1, 2006.

“Certificates of Participation” or “Certificates” means the $19,945,000 aggregate principal
amount of City of Riverside 2006 Lease Revenue Certificates of Participation (Galleria at Tyler Public
Improvements) to be executed and delivered pursuant to the Trust Agreement.

“Certificate Year” means the period commencing as of the Closing Date and ending September 1,
2007, and for each year thereafter the period commencing September 2 and ending on the next succeeding
September 1.

“City” means the City of Riverside, a city and municipal corporation, duly organized and existing
under its charter and the Constitution and laws of the State of California.

“City Representative” means the City Manager and the Chief Financial Officer of the City or a
person authorized by the City Council to act on behalf of the City under or with respect to the Trust
Agreement.

“Closing Date” means the day when the Certificates, duly executed by the Trustee, are delivered
to the Original Purchaser thereof.

“Continuing Disclosure Agreement” means the Continuing Disclosure Agreement of the City,
named therein given in favor of the Owners of the Certificates in connection with the sale of the
Certificates to the Original Purchaser.

“Corporation” means the City of Riverside Municipal Improvements Corporation, a California
nonprofit public benefit corporation duly organized and existing under the laws of the State of California,
its successors and assigns.

“Corporation Representative” means the President of the Corporation, the Treasurer of the
Corporation or any person authorized to act on behalf of the Corporation under or with respect to the
Trust Agreement as evidenced by a resolution conferring such authorization adopted by the Board of the
Corporation.
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“Delivery Costs” means all items of expense directly or indirectly payable by or reimbursable to
the City or the Corporation relating to the execution, sale and delivery of the Lease Agreement or the
Certificates, including but not limited to filing and recording costs, settlement costs, printing costs,
reproduction and binding costs, initial fees and charges of the Trustee (including legal fees), financing
discounts, legal fees and charges, insurance fees and charges, financial and other professional consultant
fees, costs of rating agencies or credit ratings, costs of municipal certificate insurance, fees for execution,
transportation and safekeeping of the Certificates, and charges and fees in connection with the foregoing.

“Delivery Costs Fund” means the fund by that name established pursuant to the Trust Agreement.

“Defeasance Obligations” means cash, direct non-callable obligations of the United States of
America and securities fully and unconditionally guaranteed as to the timely payment of principal and
interest by the United States of America, to which direct obligation or guarantee the full faith and credit
of the United States of America has been pledged, Refcorp interest strips, CATS, TIGRS, STRPS, or
defeased municipal bonds rated AAA by S&P or Aaa by Moody’s (or any combination of the foregoing).

“Event of Default” means an event of default under the Lease Agreement.

“Existing Parking Structure” means that certain existing parking structure leased from the
Corporation to the City under the 1999 Lease Agreement.

“Fiscal Year” means the twelve-month period commencing on July 1 in any year and ending on
June 30 of the following year.

“Independent Counsel” means an attorney duly admitted to the practice of law before the highest
court of the state in which such attorney maintains an office and who is not an employee of the
Corporation, the Trustee or the City.

“Information Services” means Financial Information, Inc.’s “Daily Called Bond Service”, 30
Montgomery Street, 10th Floor, Jersey City, New Jersey 07302, Attention: Editor; Kenny Information
Services’ “Called Bond Service,” 65 Broadway, 16th Floor, New York, New York 10004; Mergent
“Municipal and Government,” 5250 77 Center Drive, Suite 150, Charlotte, North Carolina 28217,
Attention: Called Bonds Dept.; Standard & Poor’s Corporation “Called Bond Record,” 65 Broadway,
16th Floor, New York, New York 10004; and, in accordance with then current guidelines of the Securities
and Exchange Commission, such other addresses and/or such other information services providing
information with respect to called bonds as the City may designate in a Written Certificate of the City
delivered to the Trustee.

“Insurance and Condemnation Fund” means the fund by that name established and held by the
Trustee pursuant to the Trust Agreement.

“Insurance Policy” or “Municipal Certificate Insurance Policy” means the municipal bond new
issue insurance policy issued by the Insurer that guarantees the payment of the principal of and interest
when due with respect to the Certificates.

“Insurer” means Financial Guaranty Insurance Company, a New York Stock Insurance Company
doing business in California as FGIC Insurance Company, its successor and assigns.

“Interest Payment Date” means each of the dates specified in the Trust Agreement on which
interest is due and payable with respect to the Certificates.

“Land Leases” means (i) that certain Land and Parking Structure Lease Agreement dated as of
September 1, 2006, by and between Tyler Mall Limited Partnership and the City; and (ii) that certain
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Land Lease Agreement dated as of August 1, 2006, by and between J.C. Penney Properties, Inc. and the
City.

“Lease and Right of Entry Agreement” means the Lease and Right of Entry Agreement, dated as
of September 1, 2006, by and between the City and the Corporation, together with any duly authorized
and executed amendment thereto.

“Lease Agreement” means the Lease Agreement, dated as of September 1, 2006, by and between
the City and the Corporation, together with any duly authorized and executed amendment thereto.

113

Lease Payment” means any payment required to be made by the City pursuant to the Lease
Agreement, as set forth in an exhibit to the Lease Agreement.

“Lease Payment Fund” means the fund by that name established and held by the Trustee pursuant
to the Trust Agreement.

“Leased Premises” has the meaning set forth in the Lease Agreement.

“Net Proceeds” means any insurance proceeds or condemnation award in excess of $50,000, paid
with respect to the Leased Premises and Site, remaining after payment therefrom of all expenses incurred
in the collection thereof.

“1999 Lease Agreement” means that certain Facilities Lease (Tyler Mall Parking Project) dated
as of April 1, 1990 by and between the Corporation and the City, as amended by Amendment Number
One to Facilities Lease (Tyler Mall Parking Project) dated as of September 1, 1999 by and between the
Corporation and the City and relating to the Exiting Parking Structure.

“Original Purchaser” means Stone & Youngberg LLC, as original purchaser of the Certificates.

“Outstanding,” when used as of any particular time with respect to Certificates, means (subject to
the provisions of the Trust Agreement) all Certificates theretofore executed and delivered by the Trustee
under the Trust Agreement except:

(1) Certificates theretofore canceled by the Trustee or surrendered to the Trustee for
cancellation;
2) Certificates for the payment or prepayment of which funds or Federal Securities

in the necessary amount shall have theretofore been deposited with the Trustee (whether upon or
prior to the maturity or prepayment date of such Certificates), provided that, if such Certificates
are to be prepaid prior to maturity, notice of such prepayment shall have been given as provided
in the Trust Agreement or provision satisfactory to the Trustee shall have been made for the
giving of such notice; and

3) Certificates in lieu of or in exchange for which other Certificates shall have been
executed and delivered by the Trustee pursuant to the Trust Agreement.

Notwithstanding anything in the Trust Agreement to the contrary, in the event that the principal
and/or interest due with respect to the Certificates shall be paid by the Insurer pursuant to the Insurance
Policy, the Certificates shall remain Outstanding for all purposes, not be defeased or otherwise satisfied
and not be considered paid by the City, and the assignment and pledge of the Trust Estate and all
covenants, agreements and other obligations of the City to the registered owners shall continue to exist
and shall run to the benefit of the Insurer, and the Insurer shall be subrogated to the rights of such
registered owners.
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“Owner” or “Certificate Owner” or “Owner of a Certificate” or any similar term, when used with
respect to a Certificate, means the person in whose name such Certificate shall be registered.

“Permitted Encumbrances” means, as of any particular time: (i) liens for general ad valorem
taxes and assessments, if any, not then delinquent, or which the City may, pursuant to provisions of the
Lease Agreement, permit to remain unpaid; (ii) the Site & Second Parking Structure Lease; (iii) the Lease
Agreement; (iv) the Lease and Right of Entry Agreement; (v) the Land Leases; (vi) any right or claim of
any mechanic, laborer, materialman, supplier or vendor not filed or perfected in the manner prescribed by
law and which are contested in good faith by the City; (vii) easements, rights of way, mineral rights,
drilling rights and other rights, reservations, covenants, conditions or restrictions which exist of record as
of the Closing Date and which the City certifies in writing will not materially impair the use of the Site or
the Leased Premises, and (viii) easements, rights of way, mineral rights, drilling rights and other rights,
reservations, covenants, conditions or restrictions established following the date of recordation of the
Lease Agreement and to which the Corporation and the City consent in writing which will not impair or
impede the construction and operation of the Leased Premises.

“Permitted Investments” means any of the following which at the time of investment are legal
investments under the laws of the State of California for the moneys proposed to be invested therein (The
Trustee entitled to reply upon the investment direction of the City as a certification that such investment is
a legal investment):

(1) Direct obligations of the United States of America and securities fully and
unconditionally guaranteed as to the timely payment of principal and interest by the United States
of America (“U.S. Government Securities”).

2) Direct obligations* of the following federal agencies which are fully guaranteed
by the full faith and credit of the United States of America:

(a) Export-Import Bank of the United States — Direct obligations and fully
guaranteed certificates of beneficial interest

(b) Federal Housing Administration — debentures
() General Services Administration — participation certificates

(d) Government National Mortgage Association (“GNMAs”) — guaranteed
mortgage-backed securities and guaranteed participation certificates

(e) Small Business Administration — guaranteed participation certificates
and guaranteed pool certificates

® U.S. Department of Housing & Urban Development — local authority
bonds

(2) U.S. Maritime Administration — guaranteed Title XI financings

" The following are explicitly excluded from the securities enumerated in (2) and (3):

6)] All derivative obligations, including without limitation inverse floaters, residuals, interest-only,
principal-only and range notes;

(i1) Obligations that have a possibility of returning a zero or negative yield if held to maturity;

(iii) Obligations that do not have a fixed par value or those whose terms do not promise a fixed dollar

amount at maturity or call date; and
(iv) Collateralized Mortgage-Backed Obligations (“CMOs”).
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(h) Washington Metropolitan Area Transit Authority — guaranteed transit
bonds

3) Direct obligations* of the following federal agencies which are not fully
guaranteed by the faith and credit of the United States of America:

(a) Federal National Mortgage Association (“FNMAs”) — senior debt
obligations rated Aaa by Moody’s Investors Service (“Moody’s”) and AAA by Standard
& Poor’s Ratings Services (“S&P”)

(b) Federal Home Loan Mortgage Corporation (“FHLMCs”) — participation
certificates and senior debt obligations rated Aaa by Moody’s and AAA by S&P

(c) Federal Home Loan Banks — consolidated debt obligations
(d) Student Loan Marketing Association — debt obligations
(e) Resolution Funding Corporation — debt obligations

4 Direct, general obligations of any state of the United States of America or any
subdivision or agency thereof whose uninsured and unguaranteed general obligation debt is rated,
at the time of purchase, A2 or better by Moody’s and A or better by S&P, or any obligation fully
and unconditionally guaranteed by any state, subdivision or agency whose uninsured and
unguaranteed general obligation debt is rated, at the time of purchase, A2 or better by Moody’s
and A or better by S&P.

(5) Commercial paper (having original maturities of not more than 270 days) rated,
at the time of purchase, P-1 by Moody’s and A-1 or better by S&P.

(6) Certificates of deposit, savings accounts, deposit accounts or money market
deposits in amounts that are continuously and fully insured by the Federal Deposit Insurance
Corporation (“FDIC”), including the Bank Insurance Fund and the Savings Association Insurance
Fund.

7 Certificates of deposit, deposit accounts, federal funds or bankers’ acceptances
(in each case having maturities of not more than 365 days following the date of purchase) of any
domestic commercial bank or United States branch office of a foreign bank, provided that such
bank’s short-term certificates of deposit are rated P-1 by Moody’s and A-1 or better by S&P (not
considering holding company ratings).

) Investments in money-market funds rated AAAm or AAAm-G by S&P.
9) State-sponsored investment pools rated AA- or better by S&P.
(10)  Repurchase agreements that meet the following criteria:

(a) A master repurchase agreement or specific written repurchase agreement,
substantially similar in form and substance to the Public Securities Association or Bond
Market Association master repurchase agreement, governs the transaction.

(b) Acceptable providers shall consist of (i) registered broker/dealers subject
to Securities Investors’ Protection Corporation (“SIPC”) jurisdiction or commercial
banks insured by the FDIC, if such broker/dealer or bank has an uninsured, unsecured
and unguaranteed rating of A3/P-1 or better by Moody’s and A-/A-1 or better by S&P, or
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(i1) domestic structured investment companies approved by the Insurer and rated Aaa by
Moody’s and AAA by S&P.

(© The repurchase agreement shall require termination thereof if the
counterparty’s ratings are suspended, withdrawn or fall below A3 or P-1 from Moody’s,
or A- or A-1 from S&P. Within ten (10) days, the counterparty shall repay the principal
amount plus any accrued and unpaid interest on the investments.

(d) The repurchase agreement shall limit acceptable securities to U.S.
Government Securities and to the obligations of GNMA, FNMA or FHLMC described in
2(d), 3(a) and 3(b) above. The fair market value of the securities in relation to the
amount of the repurchase obligation, including principal and accrued interest, is equal to
a collateral level of at least 104% for U.S. Government Securities and 105% for GNMAs,
FNMAs or FHLMCs. The repurchase agreement shall require (i) the Trustee or the
Agent to value the collateral securities no less frequently than weekly, (ii) the delivery of
additional securities if the fair market value of the securities is below the required level
on any valuation date, and (iii) liquidation of the repurchase securities if any deficiency
in the required percentage is not restored within two (2) business days of such valuation.

(e) The repurchase securities shall be delivered free and clear of any lien to
the bond trustee (herein, the “Trustee”) or to an independent third party acting solely as
agent (“Agent”) for the Trustee, and such Agent is (i) a Federal Reserve Bank, or (ii) a
bank which is a member of the FDIC and which has combined capital, surplus and
undivided profits or, if appropriate, a net worth, of not less than $50 million, and the
Trustee shall have received written confirmation from such third party that such third
party holds such securities, free and clear of any lien, as agent for the Trustee.

® A perfected first security interest in the repurchase securities shall be
created for the benefit of the Trustee, and the issuer and the Trustee shall receive an
opinion of counsel as to the perfection of the security interest in such repurchase
securities and any proceeds thereof.

(2) The repurchase agreement shall have a term of one year or less, or shall
be due on demand.

(h) The repurchase agreement shall establish the following as events of
default, the occurrence of any of which shall require the immediate liquidation of the
repurchase securities, unless Financial Guaranty directs otherwise:

@A) insolvency of the broker/dealer or commercial bank serving as
the counterparty under the repurchase agreement;

(i1) failure by the counterparty to remedy any deficiency in the
required collateral level or to satisfy the margin maintenance call under item
10(d) above; or

(ii1) failure by the counterparty to repurchase the repurchase
securities on the specified date for repurchase.

(11)  Investment agreements (also referred to as guaranteed investment contracts) that
meet the following criteria:

(a) A master agreement or specific written investment agreement governs
the transaction.
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(b) Acceptable providers of uncollateralized investment agreements shall
consist of (i) domestic FDIC-insured commercial banks, or U.S. branches of foreign
banks, rated at least Aa2 by Moody’s and AA by S&P; (ii) domestic insurance companies
rated Aaa by Moody’s and AAA by S&P; and (iii) domestic structured investment
companies approved by Financial Guaranty and rated Aaa by Moody’s and AAA by
S&P.

(© Acceptable providers of collateralized investment agreements shall
consist of (i) registered broker/dealers subject to SIPC jurisdiction, if such broker/dealer
has an uninsured, unsecured and unguaranteed rating of Al or better by Moody’s and A+
or better by S&P; (ii)) domestic FDIC-insured commercial banks, or U.S. branches of
foreign banks, rated at least A1 by Moody’s and A+ by S&P; (iii) domestic insurance
companies rated at least Al by Moody’s and A+ by S&P; and (iv) domestic structured
investment companies approved by Financial Guaranty and rated Aaa by Moody’s and
AAA by S&P. Required collateral levels shall be as set forth in 11(f) below.

(d) The investment agreement shall provide that if the provider’s ratings fall
below Aa3 by Moody’s or AA- by S&P, the provider shall within ten (10) days either (i)
repay the principal amount plus any accrued and interest on the investment; or (ii) deliver
Permitted Collateral as provided below.

(e) The investment agreement must provide for termination thereof if the
provider’s ratings are suspended, withdrawn or fall below A3 from Moody’s or A- from
S&P. Within ten (10) days, the provider shall repay the principal amount plus any
accrued interest on the agreement, without penalty.

® The investment agreement shall provide for the delivery of collateral
described in (i) or (ii) below (“Permitted Collateral”) which shall be maintained at the
following collateralization levels at each valuation date:

@A) U.S. Government Securities at 104% of principal plus accrued
interest; or

(i1) Obligations of GNMA, FNMA or FHLMC (described in 2(d),
3(a) and 3(b) above) at 105% of principal and accrued interest.

(2) The investment agreement shall require the Trustee or Agent to determine the
market value of the Permitted Collateral not less than weekly and notify the investment
agreement provider on the valuation day of any deficiency. Permitted Collateral may be released
by the Trustee to the provider only to the extent that there are excess amounts over the required
levels. Market value, with respect to collateral, may be determined by any of the following
methods:

(1) the last quoted “bid” price as shown in Bloomberg, Interactive Data
Systems, Inc., The Wall Street Journal or Reuters;

(i) valuation as performed by a nationally recognized pricing service,
whereby the valuation method is based on a composite average of various bid prices; or

(ii1) the lower of two bid prices by nationally recognized dealers. Such

dealers or their parent holding companies shall be rated investment grade and shall be
market makers in the securities being valued.
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(h) Securities held as Permitted Collateral shall be free and clear of all liens and
claims of third parties, held in a separate custodial account and registered in the name of the
Trustee or the Agent.

(1) The provider shall grant the Trustee or the Agent a perfected first security
interest in any collateral delivered under an investment agreement. For investment agreements
collateralized initially and in connection with the delivery of Permitted Collateral under (11)(f)
above, the Trustee and Financial Guaranty shall receive an opinion of counsel as to the perfection
of the security interest in the collateral.

G The investment agreement shall provide that moneys invested under the
agreement must be payable and putable at par to the Trustee without condition, breakage fee or
other penalty, upon not more than two (2) business days’ notice, or immediately on demand for
any reason for which the funds invested may be withdrawn from the applicable fund or account
established under the authorizing document, as well as the following:

(1) In the event of a deficiency in the debt service account;

(i) Upon acceleration after an event of default;

(iii) Upon refunding of the bonds in whole or in part;

(iv) Reduction of the debt service reserve requirement for the bonds; or

v) If a determination is later made by a nationally recognized bond counsel
that investments must be yield-restricted.

Notwithstanding the foregoing, the agreement may provide for a breakage fee or other
penalty that is payable in arrears and not as a condition of a draw by the Trustee if the issuer’s
obligation to pay such fee or penalty is subordinate to its obligation to pay debt service on the
bonds and to make deposits to the debt service reserve fund.

(k) The investment agreement shall establish the following as events of default, the
occurrence of any of which shall require the immediate liquidation of the investment securities,
unless:

@A) Failure of the provider or the guarantor (if any) to make a payment when
due or to deliver Permitted Collateral of the character, at the times or in the amounts

described above;

(i1) Insolvency of the provider or the guarantor (if any) under the investment
agreement;

(ii1) Failure by the provider to remedy any deficiency with respect to required
Permitted Collateral,

(iv) Failure by the provider to make a payment or observe any covenant
under the agreement;

v) The guaranty (if any) is terminated, repudiated or challenged; or

(vi) Any representation of warranty furnished to the Trustee or the issuer in
connection with the agreement is false or misleading.
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Q) The investment agreement must incorporate the following general criteria:

(1) “Cure periods” for payment default shall not exceed two (2) business
days;

(i1) The agreement shall provide that the provider shall remain liable for any
deficiency after application of the proceeds of the sale of any collateral, including costs
and expenses incurred by the Trustee or Financial Guaranty;

(ii1) Neither the agreement or guaranty agreement, if applicable, may be
assigned (except to a provider that would otherwise be acceptable under these guidelines)
or amended without the prior consent of Financial Guaranty;

(iv) If the investment agreement is for a debt service reserve fund,
reinvestments of funds shall be required to bear interest at a rate at least equal to the
original contract rate.

v) The provider shall be required to immediately notify Financial Guaranty
and the Trustee of any event of default or any suspension, withdrawal or downgrade of
the provider’s ratings;

(vi) The agreement shall be unconditional and shall expressly disclaim any
right of set-off or counterclaim;

(vii)  The agreement shall require the provider to submit information
reasonably requested by Financial Guaranty, including balance invested with the
provider, type and market value of collateral and other pertinent information.

(12)  Forward delivery agreements in which the securities delivered mature on or
before each interest payment date (for debt service or debt service reserve funds) or draw down
date (construction funds) that meet the following criteria:

(a) A specific written investment agreement governs the transaction.

(b) Acceptable providers shall be limited to (i) any registered broker/dealer
subject to the Securities Investors’ Protection Corporation jurisdiction, if such
broker/dealer or bank has an uninsured, unsecured and unguaranteed obligation rated
A3/P-1 or better by Moody’s and A-/A-1 or better by S&P; (ii) any commercial bank
insured by the FDIC, if such bank has an uninsured, unsecured and unguaranteed
obligation rated A3/P-1 or better by Moody’s and A-/A-1 or better by S&P; and (iii)
domestic structured investment companies approved by Financial Guaranty and rated Aaa
by Moody’s and AAA by S&P.

() The forward delivery agreement shall provide for termination or
assignment (to a qualified provider hereunder) of the agreement if the provider’s ratings
are suspended, withdrawn or fall below A3 or P-1 from Moody’s or A- or A-1 from S&P.
Within ten (10) days, the provider shall fulfill any obligations it may have with respect to
shortfalls in market value. There shall be no breakage fee payable to the provider in such
event.

(d) Permitted securities shall include the investments listed in 1, 2 and 3
above.

(e) The forward delivery agreement shall include the following provisions:
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@A) The permitted securities must mature at least one (1) business
day before a debt service payment date or scheduled draw. The maturity amount
of the permitted securities must equal or exceed the amount required to be in the
applicable fund on the applicable valuation date.

(i) The agreement shall include market standard termination
provisions, including the right to terminate for the provider’s failure to deliver
qualifying securities or otherwise to perform under the agreement. There shall be
no breakage fee or penalty payable to the provider in such event.

(ii1) Any breakage fees shall be payable only on debt service payment
dates and shall be subordinated to the payment of debt service and debt service
reserve fund replenishments.

(iv) The provider must submit at closing a bankruptcy opinion to the
effect that upon any bankruptcy, insolvency or receivership of the provider, the
securities will not be considered to be a part of the provider’s estate, and
otherwise acceptable to Financial Guaranty.

v) The agreement may not be assigned (except to a provider that
would otherwise be acceptable under these guidelines) or amended without the
prior written consent of the Insurer.

(13)  Forward delivery agreements in which the securities delivered mature after the
funds may be required but provide for the right of the issuer or the Trustee to put the securities
back to the provider under a put, guaranty or other hedging arrangement, only with the prior
written consent of the Insurer.

(14)  The Local Agency Investment Fund in the State Treasury of the State of
California as permitted by the State Treasurer pursuant to Section 16429.1 of the California
Government Code or any similar pooled investment fund administered by the State, to the extent
such investment is held in the name and to the credit of the Trustee).

(15)  Other forms of investments, including repurchase agreements, investment
contracts, forward delivery agreements and other types of investments described in clauses (1)
through (14) which do not satisfy the applicable criteria set forth for such types of investments in
said clauses, if such investments are approved in writing by the Insurer.

(16)  Maturity of investments shall be governed by the following:

(a) Investments of monies (other than reserve funds) shall be in securities
and obligations maturing not later than the dates on which such monies will be needed to
make payments.

(b) Investments shall be considered as maturing on the first date on which
they are redeemable without penalty at the option of the holder or the date on which the
Trustee may require their repurchase pursuant to repurchase agreements.

() Investments of monies in reserve funds not payable upon demand shall
be restricted to maturities of five years or less.

(d) Permitted Investments shall be valued by the Trustee as frequently as
deemed necessary by the Insurer, but not less often than quarterly, at the market value
thereof, exclusive of accrued interest.
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“Prepayment” means any payment applied towards the prepayment of Lease Payments, in whole
or in part, pursuant to the Lease Agreement as a prepayment of the Lease Payments.

“Prepayment Date” means any date on which the City may exercise its option to prepay all or a
portion of the remaining Lease Payments, as set forth in the Lease Agreement.

“Prepayment Price” means the price to be paid by the City to exercise its option to prepay all or a
portion of the remaining Lease Payments, on any prepayment Date, as set forth in the Lease Agreement.

“Principal Corporate Trust Office” means the principal corporate trust office of the Trustee at 633
West Fifth Street, 24 Floor, Los Angeles, California 90071.

“Project ““ has the meaning set forth in the Lease Agreement.

“Project Costs” means all costs of payment of, or reimbursement for, acquisition, construction
and financing of the Project, including but not limited to, architect and engineering fees, construction
contractor payments, costs of feasibility and other reports, inspection costs, permit fees, filing and
recording costs, printing costs, reproduction and binding costs, fees and charges of the Trustee, legal fees
and charges, financial and other professional consultant fees in connection with the foregoing.

“Project Fund” means the fund by that name established and held by the Trustee pursuant to the
Trust Agreement.

“Regular Record Date” means the close of business on the fifteenth day of the month preceding
each Interest Payment Date, whether or not such fifteenth day is a business day.

“Reserve Fund” means the fund by that name established and held by the Trustee pursuant to the
Trust Agreement.
“Reserve Fund Credit Facility” means a letter of credit, a bond insurance policy, any other
comparable credit facility or any combination thereof meeting the requirements of, and deposited with the
Trustee pursuant to the Trust Agreement.

“Reserve Requirement” means as of any date of calculation an amount equal to the least of (i) 10
percent of the proceeds of the Certificates, (i1)) maximum aggregate Lease Payments required to be paid in
any Certificate Year, or (iii) 125 percent of the average annual Lease Payment.

“Securities Depositories” means The Depository Trust Company, 711 Stewart Avenue, Garden
City, New York 11530, Fax-(516) 227-4039 or 4190; and, in accordance with then current guidelines of
the Securities and Exchange Commission, such other addresses and/or such other securities depositories
as the Corporation may designate in a Written Certificate of the Corporation delivered to the Trustee.

“Site and Second Parking Structure Lease Agreement” means the Site and Second Parking
Structure Lease Agreement, dated as of September 1, 2006, by and between the City and the Corporation,
together with any duly authorized and executed amendment thereto.

“Site” has the meaning set forth in the Lease Agreement.
“State” means the State of California.
“Tax Code” means the Internal Revenue Code of 1986, as amended.

“Tax Regulations” means temporary and permanent regulations promulgated under or with
respect to Sections 103 and 141 through 150, inclusive, of the Tax Code.
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“Term of the Lease Agreement” means the time during which the Lease Agreement is in effect,
as provided in the Lease Agreement.

“Trust Agreement” or “Agreement” means the Trust Agreement dated as of September 1, 2006
by and among the City, the Corporation and the Trustee, together with any permitted amendments or
supplements thereto.

“Trustee” means U.S. Bank National Association, or any successor thereto acting as Trustee
pursuant to the Trust Agreement.

“Written Certificate”, “Written Request” and “Written Requisition” of the Corporation or the City
mean, respectively, a written certificate, request or requisition signed in the name of the Corporation by a
Corporation Representative or the City by a City Representative. Any such instrument and supporting
opinions or representations, if any, may, but need not, be combined in a single instrument with any other
instrument, opinion or representation, and the two or more so combined shall be read and construed as a
single instrument.

LEASE AND RIGHT OF ENTRY AGREEMENT

The Lease and Right of Entry Agreement is entered into between the City and the Corporation.
To the extent it is fee owner thereof, the City leases to the Corporation and the Corporation leases from
the City, the streets under the Lease and Right of Entry Agreement. To the extent it is the owner of a
right other than a fee interest, the City grants to the Corporation and the Corporation accepts from the
City, a right of entry upon the streets.

LEASE AGREEMENT
Deposit of Moneys

On the Closing Date, the Corporation shall cause to be deposited with the Trustee the proceeds of
sale of the Certificates. Capitalized interest received with respect to the Certificates shall be deposited
with the Trustee in the Lease Payment Fund, amounts estimated to be required to pay Delivery Costs shall
be deposited in the Delivery Costs Fund, an amount equal to the Reserve Requirement shall be deposited
in the Reserve Fund and the remaining balance of said amount required to pay Project Costs shall be
deposited in the Project Fund.

Lease Payments; Abatement

The City is required under the Lease Agreement to make Lease Payments on each Lease Payment
Date for use and possession of the Leased Premises and the Site. The obligation of the City to make
Lease Payments (other than to the extent that funds to make Lease Payments are available in the Lease
Payment Fund, Insurance and Condemnation Fund and the Reserve Fund) may be abated in whole or in
part if the City does not have full use and possession of the Leased Premises and the Site.

The Lease Payments for the Leased Premises and Site for each rental payment period during the
Term of the Lease Agreement shall constitute the total rental for the Leased Premises and Site, if any, for
such rental payment period, and shall be paid by the City in each rental payment period for and in
consideration of the right of the use and occupancy of, and the continued quiet use and enjoyment of the
Leased Premises and Site during each such period for which said rental is to be paid. The parties have
agreed and determined that the total Lease Payments for the Leased Premises and Site represent the fair
rental value of the Leased Premises and Site. In making such determination, consideration has been given
to the cost of preparation of the Site and the costs of acquiring, improving, constructing, installing and
financing the Leased Premises and the Site, other obligations of the parties under the Lease Agreement,
the uses and purposes which may be served by the Leased Premises, and the benefits therefrom which
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will accrue to the City and the general public. The parties have further agreed and determined that the
total Lease Payments, if applied as lease payments just for the Streets, represents the fair rental value of
the Streets.

The City and the Corporation understand and intend that the obligation of the City to pay Lease
Payments, Additional Payments and other payments under the Lease Agreement constitutes a current
expense of the City and shall not in any way be construed to be a debt of the City in contravention of any
applicable constitutional or statutory limitation or requirement concerning the creation of indebtedness by
the City, nor shall anything contained in the Lease Agreement constitute a pledge of the general tax
revenues, funds or moneys of the City. Lease Payments and Additional Payments shall be payable only
from current funds which are budgeted and appropriated, or otherwise legally available, for the purpose of
paying Lease Payments, Additional Payments or other payments due under the Lease Agreement as
consideration for use of the Leased Premises during the fiscal year of the City for which such funds were
budgeted and appropriated or otherwise made legally available for such purpose.

The City covenants in the Lease Agreement to take such action as may be necessary to include all
Lease Payments (other than the first Lease Payments of advance rental for the period from the Closing
Date to March 1, 2008 which are funded with capitalized interest) and Additional Payments in its annual
budgets and to make the necessary annual appropriations for all such Lease Payments and Additional
Payments. During the Term of the Lease Agreement, the City will furnish to the Trustee a certificate
annually on or before the date which is sixty (60) days after the budget is approved by the City Council
that it has complied with these requirements. The covenants on the part of the City shall be deemed to be
and shall be construed to be duties imposed by law, and it shall be the duty of each and every public
official of the City to take such action and do such things as are required by law in the performance of the
official duty of such officials to enable the City to carry out and perform the covenants and agreements in
the Lease Agreement agreed to be carried out and performed by the City.

The amount of the Lease Payments and Additional Payments relating to structures on the Leased
Premises shall be abated during any period in which by reason of damage or destruction (other than by
eminent domain which is separately provided for) there is substantial interference with the use and
occupancy of the structures on the Leased Premises by the City. The amount of such abatement shall be
determined by the City such that the resulting Lease Payments represent fair consideration for the use and
occupancy of the portions of the Leased Premises and Site not damaged or destroyed. Such abatement
shall continue for the period commencing with such damage or destruction and ending with the
substantial completion of the work of repair or reconstruction. In the event of any such damage or
destruction, the Lease Agreement shall continue in full force and effect and the City waives any right to
terminate the Lease Agreement by virtue of any such damage or destruction. Notwithstanding the
foregoing, there shall be no abatement of Lease Payments in the event and to the extent that the Net
Proceeds of rental interruption insurance are available for such purpose and to the extent that amounts in
the Reserve Fund are available to pay Lease Payments which would otherwise be abated.

Substitution or Release of Leased Premises. The City shall have the option at any time and from
time to time during the Term of the Lease Agreement, to substitute other land, facilities or improvements
(the “Substitute Leased Premises™) for the Leased Premises and Site or any portion thereof (the “Former
Leased Premises”) or to release a portion of the Leased Premises and Site (the “Released Premises™) from
the lien of the Lease Agreement, provided that the City shall satisfy all of the following requirements
which are declared to be conditions precedent to such substitution or release:

(a) The City shall provide written notification of such substitution or release to the
Insurer, which notice shall contain the certification that all conditions set forth in the Lease
Agreement are met with respect to such substitution or release, and the Insurer shall have
consented to such substitution in writing;
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(b) The City shall take all actions and shall execute all documents required to subject
the Substitute Leased Premises to the terms and provisions of the Lease Agreement, including the
filing with the Corporation, the Insurer and the Trustee an amended Exhibit C which adds thereto
a description of the Substitute Leased Premises and deletes therefrom the description of the
Former Leased Premises or the Released Premises, as applicable;

(c) (1) In the case of a substitution, the City shall determine and certify to the
Corporation, the Insurer and the Trustee that the fair rental value of the Substitute Leased
Premises is at least equal to the fair rental value of the Former Leased Premises;

(i) In the case of a release, the City shall determine and certify to the
Corporation, the Insurer and the Trustee that the fair rental value of the remaining Leased
Premises after removal of the Released Premises is at least equal to the then remaining
Lease Payments;

(d) In the case of a substitution, the City shall certify in writing to the Corporation,
the Insurer and the Trustee that the Substitute Leased Premises serve the public purposes of the
City and constitute property which the City is permitted to lease under the laws of the State;

(e) In the case of a substitution, the City shall certify in writing to the Corporation,
the Insurer and the Trustee that the estimated useful life of the Substitute Leased Premises at least
extends to the date on which the final Lease Payment becomes due and payable under the Lease
Agreement;

® In the case of a substitution other than with respect to the Streets portion of the
Leased Premises, the City shall obtain a CLTA policy of title insurance meeting the requirements
of the Lease Agreement with respect to any real property portion of the Substitute Leased
Premises;

(2) In the case of a substitution, the substitution of the Substitute Leased Premises
shall not cause the City to violate any of its covenants, representations and warranties made in the
Lease Agreement; and

(h) The City shall obtain and cause to be filed with the Trustee, the Insurer and the
Corporation an opinion of nationally-organized bond counsel stating that such substitution or
release is permitted under the Lease Agreement and does not cause the interest component of the
Lease Payments to become includable in gross income for federal income tax purposes or subject
to State of California personal income taxes.

From and after the date on which all of the foregoing conditions precedent to such substitution or
release are satisfied, the Term of the Lease Agreement shall cease with respect to the Former Leased
Premises or Released Premises, as applicable, and shall be continued with respect to the Substitute Leased
Premises and the remaining Leased Premises and all references to the Former Leased Premises shall
apply with full force and effect to the Substitute Leased Premises. The City shall not be entitled to any
reduction, diminution, extension or other modification of the Lease Payments whatsoever as a result of
such substitution or release.

Insurance; Eminent Domain

The City agrees to maintain or cause to be maintained with respect to the Leased Property and the
Site the following insurance against risk of physical damage to the Leased Premises and the Site:

Public Liability and Property Damage Insurance and Workers Compensation Insurance. The City
shall maintain or cause to be maintained, throughout the term of the Lease Agreement, a standard
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comprehensive general liability insurance policy or policies in protection of the City, the Corporation and
their members, officers, agents and employees, and the Trustee. Said policy or policies shall provide for
indemnification of said parties against direct or contingent loss or liability for damages for bodily and
personal injury, death or property damage occasioned by reason of the construction or operation of the
Leased Premises. Said policy or policies shall provide coverage in the minimum liability limits of
$1,000,000 for personal injury or death of each person and $3,000,000 for personal injury or deaths of
two or more persons in a single accident or event, and in a minimum amount of $250,000 for damage to
property (subject to a deductible clause of not to exceed $200,000) resulting from a single accident or
event. Such public liability and property damage insurance may, however, be in the form of a single limit
policy in the amount of $3,000,000 covering all such risks. Such liability insurance may be maintained as
part of or in conjunction with any other liability insurance coverage carried or required to be carried by
the City, and may be maintained in whole or in part in the form of self-insurance by the City. The Net
Proceeds of such liability insurance shall be applied toward extinguishment or satisfaction of the liability
with respect to which the Net Proceeds of such insurance shall have been paid.

The City will procure and maintain with responsible workers' compensation insurance against
liability for compensation under the Workers Compensation Insurance and Safety Act of California or any
act amendatory thereof or supplemental thereto, which insurance shall cover all persons employed in
connection with the Leased Premises and the Site.

Fire and Extended Coverage Insurance. The City shall procure and maintain, or cause to be
procured and maintained, throughout the Term of the Lease Agreement, insurance against loss or damage
to any structures constituting any part of the Leased Premises by fire and lightning, with extended
coverage and vandalism and malicious mischief insurance. Said extended coverage insurance shall, as
nearly as practicable, cover loss or damage by explosion, windstorm, riot, aircraft, vehicle damage, smoke
and such other hazards as are normally covered by such insurance. Such insurance shall be in an amount
equal to one hundred percent (100%) of the replacement cost of such structures on the Leased Premises,
or the aggregate coverage of all such policies on the Leased Premises shall at least equal the principal
amount of the outstanding Certificates, whichever is greater (except that such insurance may be subject to
deductible clauses of not to exceed $100,000 for any one loss). Such insurance may be maintained as part
of or in conjunction with any other fire and extended coverage insurance carried or required to be carried
by the City and may not be maintained in whole or in part in the form of self-insurance by the City.

Rental Interruption or Use and Occupancy Insurance. The City shall procure, and maintain
throughout the Term of the Lease Agreement from and after the date when it takes possession of the
Leased Premises rental interruption or use and occupancy insurance to cover loss, total or partial, of the
use of any structures constituting any part of Leased Premises as a result of any of the hazards covered in
the insurance required by the Lease Agreement, in an amount sufficient to pay the maximum Lease
Payments with respect thereto payable in any twenty-four month period. The Net Proceeds of such
insurance shall be paid to the Trustee and deposited in the Lease Payment Fund, and shall be credited
towards the payment of the Lease Payments in the order in which such Lease Payments come due and
payable.

Title Insurance. Upon the execution and delivery of the Certificates the City will provide, at its
own expense, one or more CLTA leasehold title insurance policies in the aggregate amount of not less
than $19,945,000 with respect to the City’s leasehold interest in the Site. Said policy or policies shall
insure the City's leasehold estate in the Site, subject only to Permitted Encumbrances. All Net Proceeds
received under said policy or policies shall be deposited with the Trustee in the Lease Payment Fund and
shall be credited towards the prepayment of the remaining Lease Payments.

Insurance Proceeds. Each policy of insurance shall provide that all proceeds thereunder shall be
payable to the Trustee for the benefit of the Certificate Owners. The City shall pay or cause to be paid
when due the premiums for all insurance policies required by the Lease Agreement, and shall promptly
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furnish or cause to be furnished evidence of such payments to the Trustee. All such policies shall provide
that the Trustee shall be given thirty (30) days' notice of each expiration, any intended cancellation
thereof or reduction of the coverage provided thereby. The Trustee shall not be responsible for the
sufficiency of any insurance herein required and shall be fully protected in accepting payment on account
of such insurance or any adjustment, compromise or settlement of any loss agreed to by the Trustee. The
City shall cause to be delivered to the Trustee annually a certificate signed by a City Representative
stating that each of the insurance policies required by the Lease Agreement are in full force and effect.

Use of Proceeds From Insurance Award. The Net Proceeds of any insurance award resulting
from any damage to or destruction of any structure on the Leased Premises by fire or other casualty shall
be deposited in the Insurance and Condemnation Fund by the Trustee promptly upon receipt thereof and,
if the City determines that the replacement, repair, restoration, modification or improvement of such
Leased Premises is not economically feasible or in the best interest of the City, the City shall so certify to
the Trustee and then such Net Proceeds shall be promptly transferred by the Trustee to the Lease Payment
Fund and applied to prepay Lease Payments; provided, however, that in the event of damage or destruc-
tion of the Leased Premises in full, such Net Proceeds may be transferred to the Lease Payment Fund only
if sufficient, together with other moneys available therefor, to cause the prepayment of all outstanding
Certificates. All Net Proceeds deposited in the Insurance and Condemnation Fund and not so transferred
to the Lease Payment Fund shall be applied to the prompt replacement, repair, restoration, modification or
improvement of the damaged or destroyed Leased Premises by the City, upon receipt of a requisition
signed by the City Representative stating with respect to each payment to be made (i) the requisition
number, (ii) the name and address of the person, firm or corporation to whom payment is due, (iii) the
amount to be paid, and (iv) that each obligation mentioned therein has been properly incurred, is a proper
charge against the Insurance and Condemnation Fund, has not been the basis of any previous withdrawal,
and specifying in reasonable detail the nature of the obligation. Any balance of the Net Proceeds
remaining after such work has been completed shall be paid to the City.

Eminent Domain. If all of the Leased Premises and Site shall be taken permanently under the
power of eminent domain, the term of the Lease Agreement shall cease as of the day possession shall be
so taken. If less than all of the Leased Premises and Site shall be taken permanently, or if all of the
Leased Premises and Site or any part thereof shall be taken temporarily, under the power of eminent
domain, (1) the Lease Agreement shall continue in full force and effect and shall not be terminated by
virtue of such taking and the parties waive the benefit of any law to the contrary, and (2) there shall be a
partial abatement of Lease Payments as a result of the application of the Net Proceeds of any eminent
domain award to the prepayment of the Lease Payments, but in no event shall the resulting Lease
Payments be less than the amount required for the payment of the principal and interest with respect to
outstanding Certificates as the same become due and payable.

Use of Proceeds From Eminent Domain Award. The Net Proceeds of any eminent domain award
shall be deposited in the Insurance and Condemnation Award Fund to be held and applied by the Trustee
under the Trust Agreement as follows:

(a) (1) If the City determines (i) that such eminent domain proceedings have not
materially affected the operation of the Leased Premises and Site or the ability of the City to meet
any of its obligations under the Lease Agreement, and (ii) that such proceeds are not needed for
repair or rehabilitation of the Leased Premises and Site, the Trustee upon the written direction of
the City shall transfer such proceeds to the Lease Payment Fund to be credited towards the
Prepayment required to be paid pursuant to the Lease Agreement and applied to the prepayment
of Certificates.

2) If the City determines (i) that such eminent domain proceedings have not
materially affected the operation of the Leased Premises and Site or the ability of the City
to meet any of its obligations under the Lease Agreement, and (ii) that such proceeds are
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needed for repair or rehabilitation of the Leased Premises and Site, the Trustee upon the
written direction of the City shall pay to the City, or to its order, from said proceeds such
amounts as the City may expend for such repair or rehabilitation, upon the filing of
requisitions of the City Representative.

(b) If (1) less than all of the Leased Premises and Site shall have been taken in such
eminent domain proceedings, and if the City determines and certifies to the Trustee that such
eminent domain proceedings have materially affected the operation of the Leased Premises and
Site or the ability of the City to meet any of its obligations under the Lease Agreement or (2) all
of the Leased Premises and Site shall have been taken in such eminent domain proceedings, then
the Trustee shall transfer such proceeds to the Lease Payment Fund to be credited toward the
Prepayment required to be paid pursuant to the Lease Agreement and applied to the prepayment
of Certificates in the manner provided in the Trust Agreement.

() In making any such determination, the City may obtain, but shall not be required
to obtain, the report of an independent engineer or other independent professional consultant.
Any such determination by the City shall be final.

Other Provisions

Throughout the Term of the Lease Agreement, as part of the consideration for the rental of the
Leased Premises and Site, all improvement, repair and maintenance of the Leased Premises and the Site
shall be the responsibility of the City, and the City shall pay for or otherwise arrange for the payment of
all utility services supplied to the Leased Premises and the Site, which may include, without limitation,
janitor service, security, power, gas, telephone, light, heating, water and all other utility services, and shall
pay for or otherwise arrange for the payment of the cost of the repair and replacement of the Leased
Premises resulting from ordinary wear and tear or want of care on the part of the City or any assignee or
sublessee thereof. In exchange for the Lease Payments, the Corporation agrees to provide only the
Leased Premises and the Site, and to cause to be constructed, acquired and installed the Project as
provided in the Agency Agreement. The City waives the benefits of subsections 1 and 2 of Section 1932
of the California Civil Code, but such waiver shall not limit any of the rights of the City under the terms
of the Lease Agreement.

The City shall also pay or cause to be paid all taxes and assessments of any type or nature
charged to the Corporation or affecting the Leased Premises and the Site or the respective interests or
estates therein; provided that with respect to special assessments or other governmental charges that may
lawfully be paid in installments over a period of years, the City shall be obligated to pay only such
installments as are required to be paid during the Term of the Lease Agreement as and when the same
become due.

The City or any sublessee may, at the City's or such sublessee's expense and in its name, in good
faith contest any such taxes, assessments, utility and other charges and, in the event of any such contest,
may permit the taxes, assessments or other charges so contested to remain unpaid during the period of
such contest and any appeal therefrom unless the Corporation or the Trustee shall notify the City or such
sublessee that, in the opinion of Independent Counsel, by nonpayment of any such items, the interest of
the Corporation in the Leased Premises and the Site will be materially endangered or the Leased Premises
and the Site, or any part thereof, will be subject to loss or forfeiture, in which event the City or such
sublessee shall promptly pay such taxes, assessments or charges or provide the Corporation with full
security against any loss which may result from nonpayment, in form satisfactory to the Corporation and
the Trustee.

The City and any sublessee shall, at its own expense, have the right to remodel the Leased
Premises or to make additions, modifications and improvements to the Leased Premises and Site. All
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such additions, modifications and improvements shall thereafter comprise part of the Leased Premises and
the Site and be subject to the provisions of the Lease Agreement. Such additions, modifications and
improvements shall not in any way damage the Leased Premises or cause it to be used for purposes other
than those authorized under the provisions of state and federal law; and the Leased Premises, upon
completion of any additions, modifications and improvements made pursuant to the Lease Agreement,
shall be of a value which is at least equal to the fair rental value of the Leased Premises immediately prior
to the making of such additions, modifications and improvements. The City will not permit any
mechanic's or other lien to be established or remain against the Leased Premises or Site for labor or
materials furnished in connection with any remodeling, additions, modifications, improvements, repairs,
renewals or replacements made by the City or any sublessee or assignee pursuant to the Lease Agreement;
provided that if any such lien is established and the City shall first notify or cause to be notified the
Corporation of the City's or any sublessee's intention to do so, the City or any sublessee may in good faith
contest any lien filed or established against the Leased Premises or the Site, and in such event may permit
the items so contested to remain undischarged and unsatisfied during the period of such contest and any
appeal therefrom, and shall provide the Corporation with full security against any loss or forfeiture which
might arise from the nonpayment of any such item, in form satisfactory to the Corporation. The
Corporation will cooperate fully in any such contest, upon the request and at the expense of the City or
such sublessee.

The Corporation makes no warranty or representation, either express or implied, as to the value,
design, condition, merchantability or fitness for any particular purpose or fitness for the use contemplated
by the City of the Leased Premises or the Site or any item thereof, or any other representation or warranty
with respect to the Leased Premises or the Site or any item thereof. In no event shall the Corporation be
liable for incidental, indirect, special or consequential damages, in connection with or arising out of the
Lease Agreement, the Site and Facilities Lease Agreement, the Lease and Right of Entry Agreement or
the Trust Agreement, or for the existence, furnishing or functioning of, or the City's use of the Leased
Premises or the Site.

The City agrees that the Corporation and any Corporation Representative, and the Corporation's
successors or assigns, shall have the right at all reasonable times to enter upon and to examine and inspect
the Leased Premises and the Site. The City further agrees that the Corporation, any such Representative,
and the Corporation's successors or assigns shall have such rights of access to the Leased Premises and
the Site as may be reasonably necessary to cause the proper maintenance of the Leased Premises and the
Site in the event of failure by the City to perform its obligations under the Lease Agreement; provided,
however, that the Corporation's assigns shall have no obligation to cause such proper maintenance.

The Lease Agreement may not be assigned by the City except as set forth in the Assignment
Agreement. The Leased Premises and the Site may not be subleased in whole or in part by the City
without the written consent of the Corporation and the Insurer. Any such sublease shall be subject to all
of the following conditions:

(1) The Lease Agreement and the obligation of the City to make Lease Payments
shall remain obligations of the City; and

(i1) The City shall, within thirty (30) days after the delivery thereof, furnish or cause
to be furnished to the Corporation, the Trustee, and Insurer a true and complete copy of such
sublease; and

(ii1) No such sublease by the City shall cause the Leased Premises or the Site to be
used for a purpose other than a governmental or proprietary function authorized under the
provisions of the Constitution and laws of the State of California; and



(iv) The City shall furnish the Corporation, the Trustee and the Insurer with a written
opinion of nationally-recognized bond counsel, with respect to any such sublease, stating that
such sublease shall not cause the interest component of the Lease Payments to become includable
in gross income for federal income tax purposes or to become subject to State of California
personal income taxes.

Tax Covenants
(a) Private Activity Bond Limitation. The City and the Corporation shall assure that the

proceeds of the Certificates are not so used as to cause the Bonds to satisfy the private business tests of
Section 141(b) of the Tax Code or the private loan financing test of Section 141(c) of the Tax Code.

(b) Federal Guarantee Prohibition. The City and the Corporation shall not take any action or
permit or suffer any action to be taken if the result of the same would be to cause any of the Certificates to
be “federally guaranteed” within the meaning of Section 149(b) of the Tax Code.

() No Arbitrage. The City and the Corporation shall not take, or permit or suffer to be taken
by the Trustee or otherwise, any action with respect to the proceeds of the Certificates which, if such
action had been reasonably expected to have been taken, or had been deliberately and intentionally taken,
on the Closing Date would have caused the Certificates to be “arbitrage bonds” within the meaning of
Section 148 of the Tax Code.

(d) Maintenance of Tax Exemption. The City and the Corporation shall take all actions
necessary to assure the exclusion of interest with respect to the Certificates from the gross income of the
Owners of the Certificates to the same extent as such interest is permitted to be excluded from gross
income under the Tax Code as in effect on the Closing Date.

(e) Payment of Rebatable Amounts. The City agrees to furnish all information to, and
cooperate fully with, the Trustee and their respective officers, employees, agents and attorneys, in order to
assure compliance with the provisions of the Trust Agreement. In the event that the Trustee shall
determine, pursuant to the Trust Agreement, that any amounts are due and payable to the United States of
America thereunder and that the Trustee does not have on deposit an amount of available moneys
(excluding moneys on deposit in the funds and accounts established for the payment of the principal of or
interest or redemption premium, if any, with respect to the Certificates) to make such payment, the
Trustee shall promptly notify the City of such fact. Upon receipt of any such notice, the City shall
promptly pay the amounts determined by the Trustee to be due and payable to the United States of
America, such payments to be made in accordance with the applicable provisions of the Tax Code.

® Change in Use; Prepayment. The City covenants in the Loan Agreement that in the event
any portion of the Leased Premises and Site financed with proceeds of the Certificates is for any reason
no longer in public use by the City while the Certificates are Outstanding, the City shall promptly prepay
on the next date on which a prepayment can be timely made under the Lease Agreement and under the
Trust Agreement, that portion of the Certificates corresponding to the portion of the proceeds of the
Certificates used to finance such portion of the Leased Premises and Site (the “Change in Use
Prepayment”) or confirm that the Change in Use Prepayment has previously been prepaid or otherwise
take such action as the City may determine to be necessary to preserve the exemption from gross income
for federal income tax purposes of interest with respect to the Certificates.

Default and Remedies
The following constitute “events of default” under the Lease Agreement:

(1) Failure by the City to pay any Lease Payment or other payment required to be
paid under the Lease Agreement at the time specified therein.

B-19



(i1) Failure by the City to observe and perform any covenant, condition or agreement
on its part to be observed or performed, other than as referred to in clause (i) above, for a period
of thirty (30) days after written notice specifying such failure and requesting that it be remedied
has been given to the City by the Corporation, the Trustee, or the Owners of not less than five
percent (5%) in aggregate principal amount of Certificates then outstanding; provided, however,
if the failure stated in the notice cannot be corrected within the applicable period, the
Corporation, the Trustee and such Owners shall not unreasonably withhold their consent to an
extension of such time if corrective action is instituted by the City within the applicable period
and diligently pursued until the default is corrected.

(ii1) The filing by the City of a voluntary petition in bankruptcy, or failure by the City
promptly to lift any execution, garnishment or attachment, or adjudication of the City as a
bankrupt, or assignment by the City for the benefit of creditors, or the entry by the City into an
agreement of composition with creditors, or the approval by a court of competent jurisdiction of a
petition applicable to the City in any proceedings instituted under the provisions of the Federal
Bankruptcy Statute, as amended, or under any similar acts which may hereafter be enacted.

Whenever any Event of Default shall have happened and be continuing, it shall be lawful for the
Corporation to exercise any and all remedies available pursuant to law or granted pursuant to the Lease
Agreement; provided, however, that notwithstanding anything therein or in the Trust Agreement to the
contrary, there shall be no right under any circumstances to accelerate the Lease Payments or otherwise
declare any Lease Payments not then in default to be immediately due and payable. Each and every
covenant in the Lease Agreement to be kept and performed by the City is expressly made a condition of
the Lease Agreement and upon the breach thereof the Corporation may exercise any and all rights of entry
and re-entry upon the Site and the Leased Premises, and also, at its option, with or without such entry,
may terminate the Lease Agreement; provided, that no such termination shall be effected either by
operation of law or acts of the parties to the Lease Agreement, except only in the manner herein expressly
provided. In the event of such default and notwithstanding any re-entry by the Corporation, the City
shall, as therein expressly provided, continue to remain liable for the payment of the Lease Payments
and/or damages for breach of the Lease Agreement and the performance of all conditions herein
contained and, in any event such rent and/or damages shall be payable to the Corporation at the time and
in the manner as therein provided, to wit:

(a) In the event the Corporation does not elect to terminate the Lease Agreement in the
manner herein provided for in subparagraph (b) above, the City agrees to and shall remain liable for the
payment of all Lease Payments and the performance of all conditions therein contained and shall
reimburse the Corporation for any deficiency arising out of the re-letting of the Site and the Leased
Premises, or, in the event the Corporation is unable to re-let the Site and the Leased Premises, then for the
full amount of all Lease Payments to the end of the Term of the Lease Agreement, but said Lease
Payments and/or deficiency shall be payable only at the same time and in the same manner as provided
for the payment of Lease Payments, notwithstanding such entry or re-entry by the Corporation or any suit
in unlawful detainer, or otherwise, brought by the Corporation for the purpose of effecting such re-entry
or obtaining possession of the Site and the Leased Premises or the exercise of any other remedy by the
Corporation. The City irrevocably appoints the Corporation as the agent and attorney-in-fact of the City
to enter upon and re-let the Site and the Leased Premises in the event of default by the City in the
performance of any covenants contained in the Lease Agreement to be performed by the City and to
remove all personal property whatsoever situated upon the Site and the Leased Premises and to place such
property in storage or other suitable place in the County of Riverside, State of California, for the account
of and at the expense of the City, and the City exempts and agrees to save harmless the Corporation from
any costs, loss or damage whatsoever arising or occasioned by any such entry upon and re-letting of the
Site and the Leased Premises and the removal and storage of such property by the Corporation or its duly
authorized agents in accordance with the provisions contained in the Lease Agreement. The City waives
any and all claims for damages caused or which may be caused by the Corporation in re-entering and
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taking possession of the Site and the Leased Premises as provided in the Lease Agreement and all claims
for damages that may result from the destruction of or injury to the Site or the Leased Premises and all
claims for damages to or loss of any property belonging to the City that may be in or upon the Site and
the Leased Premises. The City agrees that the terms of the Lease Agreement constitute full and sufficient
notice of the right of the Corporation to re-rent the Site and the Leased Premises in the event of such re-
entry without effecting a surrender of the Lease Agreement, and further agrees that no acts of the
Corporation in effecting such re-renting or re-leasing shall constitute a surrender or termination of the
Lease Agreement irrespective of the term for which such re-leasing or re-renting is made or the terms and
conditions of such re-leasing or re-renting, or otherwise, but that, on the contrary, in the event of such
default by the City the right to terminate the Lease Agreement shall vest in the Corporation to be effected
in the sole and exclusive manner hereinafter provided for in subparagraph (b) above. The City further
waives the right to any rental obtained by the Corporation in excess of the Lease Payments and conveys
and releases such excess to the Corporation as compensation to the Corporation for its services in re-
leasing the Site and the Leased Premises.

(b) In an Event of Default by the City, the Corporation at its option may terminate the Lease
Agreement and re-rent or re-lease all or any portion of the Leased Premises and Site. In the event of the
termination of the Lease Agreement by the Corporation at its option and in the manner hereinafter
provided on account of default by the City (and notwithstanding any reentry upon the Site or the Leased
Premises by the Corporation in any manner whatsoever or the re-renting or re-leasing of the Leased
Premises or the Site), the City nevertheless agrees to pay to the Corporation all costs, loss or damages
howsoever arising or occurring, payable at the same time and in the same manner as is provided in the
case of payment of Lease Payments. Any surplus received by the Corporation from such re-renting or re-
leasing shall be the absolute property of the Corporation and the City shall have no right thereto, nor shall
the City be entitled to any credit in the event of a deficiency in the rentals received by the Corporation
from the Site or the Leased Premises. Neither notice to pay rent or to deliver up possession of the
premises given pursuant to law nor any proceeding in unlawful detainer taken by the Corporation shall of
itself operate to terminate the Lease Agreement, and no termination of the Lease Agreement on account
of default by the City shall be or become effective by operation of law, or otherwise, unless and until the
Corporation shall have given written notice to the City of the election on the part of the Corporation to
terminate the Lease Agreement. The City covenants and agrees that no surrender of the Site and the
Leased Premises for the remainder of the Term of the Lease Agreement or any termination of the Lease
Agreement shall be valid in any manner or for any purpose whatsoever unless stated or accepted by the
Corporation by such written notice.

Security Deposit

Notwithstanding any other provision of the Lease Agreement, the City may on any date secure
the payment of Lease Payments by a deposit with the Trustee of: (i) cash in an amount which, together
with amounts on deposit in the Lease Payment Fund and the Reserve Fund, is sufficient to pay all unpaid
Lease Payments, including the principal and interest components thereof, in accordance with the Lease
Payment Schedule set forth in the Lease Agreement, or (ii) Defeasance Obligations together with cash, if
required, in such amount as will, in the opinion of an independent certified public accountant, together
with interest to accrue thereon and, if required, all or a portion of moneys, Defeasance Obligations then
on deposit in the Lease Payment Fund and Reserve Fund, be fully sufficient to pay all unpaid Lease
Payments on their respective Lease Payment Dates or by prepayment thereof, as the City shall instruct at
the time of said deposit. In the event of such a deposit, all obligations of the City under the Lease
Agreement, and all security provided by the Lease Agreement for said obligations, shall cease and
terminate, excepting only the obligation of the City to make, or cause to be made, Lease Payments from
the deposit made by the City pursuant to the Lease Agreement, and title to the Leased Premises and the
Site shall vest in the City on the date of said deposit automatically and without further action by the City
or the Corporation. Said deposit shall be deemed to be and shall constitute a special fund for the payment
of Lease Payments in accordance with the provisions of the Lease Agreement.
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Term; Termination

The Term of the Lease Agreement shall commence as of September __, 2006 and, unless sooner
terminated as hereinafter provided, shall terminate on September 1, 2036, unless, on September 1, 2036,
any Certificates are Outstanding, the Lease Agreement shall continue in full force and effect until 10 days
after payment in full of all of the Certificates.

The Term of the Lease Agreement shall terminate upon the earliest of any of the following
events:

(a) the exercise by the City of its option to purchase the Leased Premises and Site,
on any Prepayment Date, by paying the applicable Prepayment Price as provided in the Lease
Agreement;

(b) an Event of Default and the Corporation’s election to terminate the Lease

Agreement pursuant to the terms thereof; or

() the arrival of the last day of the Term of the Lease Agreement and payment of all
Lease Payments and all other payments due thereunder.

ASSIGNMENT AGREEMENT

The Assignment Agreement is entered into between the Corporation and the Trustee, pursuant to
which the Corporation assigns and transfers to the Trustee for the benefit of the Owners, the rights of the
Corporation under the Lease Agreement, including the right to receive Lease Payments under the Lease
Agreement and the rights and remedies of the Corporation under the Lease Agreement to enforce
payment of Lease Payments or otherwise to protect and enforce the Lease Agreement in the event of
default by the City. Certain rights of the Corporation to payment of advances, indemnification and
attorneys’ fees and expenses are not assigned.

TRUST AGREEMENT

The Trustee is appointed pursuant to the Trust Agreement to act as a depository of amounts held
thereunder. The Trust Agreement authorizes the Trustee to prepare, execute and deliver the Certificates.
Transfers of the Certificates are to be registered in a register maintained by the Trustee.

Funds

The Trust Agreement creates several funds to be maintained by the Trustee for the benefit of the
Authority and the City.

Project Fund. A portion of the proceeds from the sale of the Certificates will be deposited with
the Trustee in a Project Fund and shall be applied to pay Project Costs upon the instructions of a City
Representative. Any funds remaining in such fund after all such Project Costs have been transferred to
the Lease Payment Fund.

Delivery Costs Fund. A portion of the proceeds from the sale of the Certificates will be deposited
with the Trustee in a Delivery Costs Fund and shall be applied to pay costs of the execution, delivery and
sale of the Certificates upon the instructions of a City Representative. Any funds remaining in such fund
after the date of initial delivery of the Certificates, whichever occurs first, will be transferred to the
Project Fund.

Lease Payment Fund. The Trustee will deposit in the Lease Payment Fund all Lease Payments
received from the City and any other amounts required by the Lease Agreement or the Trust Agreement.
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From proceeds of the Certificates, the Trustee will deposit in the Lease Payment Fund amounts to be used
for payment of a portion of the interest portion of the Lease Payment obligation, including capitalized
interest on the Certificates through March 1, 2008.

In the event that on a Lease Payment Date there is not on deposit in the Lease Payment Fund an
amount equal to the Lease Payment obligation payable by the City on such Lease Payment Date then the
Trustee shall immediately transfer from the Reserve Fund to the Lease Payment Fund an amount
necessary to increase the balance of the Lease Payment Fund to an amount equal to the Lease Payment
obligation.

The Trustee will withdraw from the Lease Payment Fund on each Interest Payment Date an
amount equal to the Lease Payments due from the City on the Lease Payment Date preceding such
Interest Payment Date for payment to the Owners of the Certificates.

On the date of receipt of any delinquent Lease Payments, the Trustee shall transfer to the Reserve
Fund the amount needed to increase the amount on deposit therein to the Reserve Requirement.

Reserve Fund. Moneys in the Reserve Fund shall be held in trust as a reserve for the payment
when due of the Lease Payments.

The Trustee shall, on or before each March 1 and September 1, transfer any moneys in the
Reserve Fund then in excess of the Reserve Requirement to the Lease Payment Fund, to be credited to the
Lease Payments next coming due and payable.

If on any Interest Payment Date the moneys available in the Lease Payment Fund do not equal the
amount of the principal and interest and prepayment premiums (if any) with respect to the Certificates
then coming due and payable, the Trustee shall apply the moneys available in the Reserve Fund to make
delinquent Lease Payments on behalf of the City by transferring the amount necessary for such purpose to
the Lease Payment Fund. If after such a transfer, a deficiency remains in the Lease Payment Fund, the
Trustee shall apply the amount, if any, on deposit in the Lease Payment Fund first to the payment of
interest past due with respect to all Certificates on a pro rata basis, and second to the payment of the
unpaid principal balance with respect to each Certificate which is then past due on a pro rata basis.

If on any Interest Payment Date the moneys on deposit in the Reserve Fund and the Lease
Payment Fund (excluding amounts required for payment of past due principal or interest with respect to
Certificates not presented for payment) are sufficient to pay all Outstanding Certificates, including all
principal, interest and prepayment premiums (if any), the Trustee shall, upon the written direction of the
City Representative, transfer all amounts then on deposit in the Reserve Fund to the Lease Payment Fund
to be applied to the payment of the Lease Payments or Prepayments on behalf of the City, and such
moneys shall be paid to the Owners of Certificates in accordance with the Trust Agreement. Any
amounts remaining in the Reserve Fund upon payment in full of all Outstanding Certificates, or upon
provision for such payment as provided in the Trust Agreement, shall after payment of amounts due the
Trustee thereunder be withdrawn by the Trustee and paid to the City.

The Reserve Requirement may be satisfied by crediting to the Reserve Fund the Reserve Fund
Credit Facility which makes funds available in the Reserve Fund in an amount equal to the Reserve
Requirement. The Trustee shall draw on the Reserve Fund Credit Facility in accordance with its terms
when and if moneys are needed pursuant to the provisions of the Trust Agreement.

Insurance and Condemnation Fund. In the event the Trustee receives net proceeds of insurance in
connection with damage or destruction of the Property or net proceeds from eminent domain proceedings,
such proceeds will be deposited in the Insurance and Condemnation Fund and will be applied by the
Trustee as described under the heading “LEASE AGREEMENT —Insurance; Eminent Domain” above.
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Investment of Moneys; Allocation of Earnings

Moneys held by the Trustee under the Trust Agreement, upon written order of the City
Representative shall be invested and reinvested by the Trustee in specific Permitted Investments. Such
investments, if registrable, shall be registered in the name of the Trustee for the benefit of the Certificate
Owners and held by the Trustee. The Trustee may purchase from or sell to itself or any affiliate, as
principal or agent, investments authorized by the Trust Agreement. Such investments and reinvestments
shall be made, giving full consideration to the time at which funds are required to be available. The
Trustee may act as purchaser or agent in the making or disposing of any investment. The Trustee may
sell at the best price obtainable, or present for prepayment, any Permitted Investment so purchased by the
Trustee whenever it shall be necessary in order to provide moneys to meet any required payment, transfer,
withdrawal or disbursement from the fund to which such Permitted Investment is credited, and the
Trustee shall not be liable or responsible for any loss resulting from such investment.

In the absence of investment direction from the City, the Trustee shall invest solely in Permitted
Investments specified in (8) of the definition thereof.

Any income, profit or loss on such investments shall be deposited in or charged to the respective
funds from which such investments were made, and any interest on any deposit of funds shall be
deposited in the fund from which such deposit was made, except as otherwise provided in the Trust
Agreement.

For the purpose of determining the amount in any fund, all Permitted Investments credited to such
fund shall be valued at the lesser of cost or market value. Subject to the provisions set forth in the
definition of Permitted Investments, the market value of any Permitted Investments shall be determined as
follows:

(a) as to Permitted Investments the bid and asked prices of which are published on a
regular basis in The Wall Street Journal (or, if not there, then in The New York Times), the value
of such Permitted Investments shall be the average of the bid and asked prices for such
investments so published on or most recently prior to the time of such determination.

(b) as to Permitted Investments the bid and asked prices of which are not published
on a regular basis in The Wall Street Journal or The New York Times, the value of such
Permitted Investments shall be the average bid price at the time of such determination for such
investments by any two nationally recognized government securities dealers (selected by the
Trustee in its absolute discretion) at the time of making a market in such investments;

() as to Permitted Investments consisting of certificates of deposit and bankers
acceptances, the value of such Permitted Investments shall be the face amount thereof, plus
accrued interest; and

(d) as to any other Permitted Investments not specified above, the value of such
Permitted Investments shall be the value thereof established by prior agreement between the City
and the Trustee.

If more than one of the above provisions shall apply at any time to any particular investment, the

value thereof at such time shall be determined in accordance with the provision establishing the lowest
value for such investment.
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Certificates

The Trustee is directed by the Trust Agreement, upon written request of the Authority, to prepare,
execute and deliver to the Original Purchaser, the Certificates in their aggregate principal amount.

The Trust Agreement contains procedures and regulations with respect to exchanges and transfers
of Certificates, for conditions of delivery of temporary Certificates, for procedures for Certificates which
are mutilated, lost, destroyed or stolen, for evidence of signatures of Certificate Owners and ownership of
Certificates and for procedures with respect to payment of Certificates. The Trustee shall not be required
to transfer or exchange any Certificate after the mailing of notice calling such Certificate or portion
thereof for redemption, nor during the fifteen days preceding the giving of such notice of redemption.

The Trustee is appointed as a paying agent for the Certificates. Principal and premium, if any,
with respect to the Certificates is payable at the principal office of the Trustee. Interest with respect to the
Certificates is payable by check or draft of the Trustee mailed to the owner of record at the address shown
on the certificate register required to be maintained by the Trustee as of the fifteenth day of the month
preceding the interest payment date (provided, however, that at the option of any Owner of at least one
million dollars in aggregate principal amount, interest will be wired to an account designated by such
Owner).

Limitation of Liability

The Trust Agreement contains certain provisions limiting the liability of the parties thereto,
including, but not limited to, the following provisions:

(a) Neither the Corporation nor the City shall have any obligation or liability to the
Owners of the Certificates with respect to the performance by the Trustee of duties imposed upon
it by the Trust Agreement;

(b) Except as provided in the Trust Agreement, neither the Corporation nor the
Trustee shall have any obligation or liability to the Owners of the Certificates with respect to the
payment of the Lease Payments by the City when due, or with respect to the performance by the
City of any other covenant made by it in the Lease Agreement; and

() The Trustee shall not be responsible for the sufficiency or the validity of the
Lease Agreement or for the sufficiency of the Trust Agreement or the Certificates; the assignment
made to it of rights to receive moneys pursuant to the Lease Agreement; or the value of or title to
the Leased Premises and the Site. The Trustee shall not be responsible for liable for any loss
suffered in connection with any investment of funds made by it under the terms of and in
accordance with the Trust Agreement.

The Trustee shall not be responsible for the sufficiency of any insurance required by the Lease
Agreement, other than to check that the casualty insurance shall be in an amount at least equal to the
principal amount of Certificates then outstanding (subject to the deductible), that the rental interruption
insurance shall be in the amount required and that the certificate of the City regarding conformance with
the insurance requirements of the Lease Agreement is filed annually with the Trustee in the form and
substance required by the Lease Agreement, and the Trustee shall be fully protected in accepting payment
on account of such insurance.

Modification or Amendment of Agreements

The Trust Agreement and the rights and obligations of the Owners of the Certificates and the
Lease Agreement and the rights and obligations of the parties thereto, may be modified or amended at any
time by a supplemental agreement which shall become effective when the written consents of the Owners
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of sixty percent (60%) in aggregate principal amount of the Certificates then Outstanding, exclusive of
Certificates disqualified as provided in the Trust Agreement and the written consent of the Insurer have
been obtained and be filed with the Trustee. No such modification or amendment shall (1) extend or have
the effect of extending the fixed maturity of any Certificate or reducing the interest rate with respect
thereto or extending the time of payment of interest thereon, or reducing the amount of principal thereof
or reducing any premium payable upon the prepayment thereof, without the express consent of the Owner
of such Certificate or (2) reduce or have the effect or reducing the percentage of Certificates required for
the affirmative vote or written consent to an amendment or modification of the Lease Agreement, or
(3) modify any of the rights or obligations of the Trustee without its written assent thereto. Any such
supplemental agreement shall become effective as provided in the Trust Agreement.

The Trust Agreement and the rights and obligations of the Owners of the Certificates and the
Lease Agreement and the rights and obligations of the parties thereto, may be modified or amended at any
time by a supplemental agreement, with the written consent of the Insurer but without the consent of any
such Owners, but only to the extent permitted by law and only (1) to add to the covenants and agreements
of any party other covenants to be observed, or to surrender any right or power herein or therein reserved
to the Corporation or the City, (2) to cure, correct or supplement any ambiguous or defective provision
contained herein or therein, or (3) in regard to questions arising thereunder, as the parties thereto may
deem necessary or desirable and which shall not adversely affect the interests of the Owners of the
Certificates. Any such supplemental agreement shall become effective upon execution and delivery by
the parties thereto.

Events of Default

The following shall be “Events of Default” under the Trust Agreement and the Lease Agreement
and the terms “Event of Default” and ‘“default” shall mean, whenever they are used in the Trust
Agreement and the Lease Agreement, any one or more of the following events:

(1) Failure by the City to pay any Lease Payment or other payment required to be
paid under the Lease Agreement at the time specified therein.

(i1) Failure by the City to observe and perform any covenant, condition or agreement
on its part to be observed or performed in the Lease Agreement or herein, other than as referred to
in clause (i) above, for a period of thirty (30) days after written notice specifying such failure and
requesting that it be remedied has been given to the City by the Corporation, the Trustee, or the
Owners of not less than five percent (5%) in aggregate principal amount of Certificates then
outstanding; provided, however, if the failure stated in the notice cannot be corrected within the
applicable period, the Corporation, the Trustee and such Owners shall not unreasonably withhold
their consent to an extension of such time if corrective action is instituted by the City within the
applicable period and diligently pursued until the default is corrected.

(iii) The filing by the City of a voluntary petition in bankruptcy, or failure by the City
promptly to lift any execution, garnishment or attachment, or adjudication of the City as a
bankrupt, or assignment by the City for the benefit of creditors, or the entry by the City into an
agreement of composition with creditors, or the approval by a court of competent jurisdiction of a
petition applicable to the City in any proceedings instituted under the provisions of the Federal
Bankruptcy Statute, as amended, or under any similar acts which may hereafter be enacted.

If an Event of Default shall happen, then and in each and every such case during the continuance
of such Event of Default, the Trustee may exercise any and all remedies available pursuant to law or
granted pursuant to the Lease Agreement; provided, however, that notwithstanding anything herein or in
the Lease Agreement to the contrary, there shall be no right under any circumstances to accelerate the
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maturities of the Certificates or otherwise to declare any Lease Payment not then in default to be
immediately due and payable.

All moneys received by the Trustee pursuant to any right given or action taken under the
provisions of the Trust Agreement or the Lease Agreement, shall be applied by the Trustee in the order
following upon presentation of the several Certificates, and the stamping thereon of the payment if only
partially paid, or upon the surrender thereof if fully paid:

First, to the payment of the costs and expenses of the Trustee, and then of the Certificate Owners,
in declaring the Event of Default, including reasonable compensation to its or their agents, attorneys and
counsel;

Second, to the payment of the whole amount then owing and unpaid with respect to the
Certificates for principal and interest, with interest on the overdue principal and installments of interest at
the rate of twelve percent (12%) per annum (but such interest on overdue installments of interest shall be
paid only to the extent funds are available therefor following payment of principal and interest and
interest on overdue principal, as aforesaid), and in case such moneys shall be insufficient to pay in full the
whole amount so owing and unpaid with respect to the Certificates, then to the payment of such principal
and interest, without preference or priority of principal over interest, or of interest over principal, or of
any installments of interest over any other installment of interest, ratably to the aggregate of such
principal and interest.

If one or more Events of Default shall happen and be continuing, the Trustee in its discretion
may, and upon the written request of the Owners of a majority in principal amount of the Certificates then
Outstanding, and upon being indemnified to its satisfaction therefor, shall, proceed to protect or enforce
its rights or the rights of the Owners of Certificates by a suit in equity or action at law, either for the
specific performance of any covenant or agreement contained herein, or in aid of the execution of any
power herein granted, or by mandamus or other appropriate proceeding for the enforcement of any other
legal or equitable remedy as the Trustee shall deem most effectual in support of any of its rights or duties
under the Trust Agreement.

No Owner of any Certificate shall have the right to institute any suit, action or proceeding at law
or in equity, with respect to any remedy under or upon the Trust Agreement, unless (a) such Owner shall
have previously given to the Trustee written notice of the occurrence of an Event of Default; (b) the
Owners of at least a majority in aggregate principal amount of all the Certificates then Outstanding shall
have made written request upon the Trustee to exercise the powers hereinbefore granted or to institute
such action, suit or proceeding in its own name; (c¢) said Owners shall have tendered to the Trustee
reasonable indemnity against the costs, expenses and liabilities to be incurred in compliance with such
request; and (d) the Trustee shall have refused or failed to comply with such request for a period of sixty
(60) days after such written request shall have been received by, and such tender of indemnity shall have
been made to, the Trustee.

Such notification, request, tender of indemnity and refusal or failure are declared, in every case,
to be conditions precedent to the exercise by any Owner of Certificates of any remedy under the Trust
Agreement; it being understood and intended that no one or more Owners of Certificates shall have any
right in any manner whatever by his or their action to enforce any right under the Trust Agreement,
except in the manner herein provided, and that all proceedings at law or in equity with respect to an Event
of Default shall be instituted, had and maintained in the manner herein provided and for the equal benefit
of all Owners of the Outstanding Certificates.

The right of any Owner of any Certificate to receive payment of said Owner's proportionate
interest in the Lease Payments as the same become due, or to institute suit for the enforcement of such
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payment, shall not be impaired or affected without the consent of such Owner, notwithstanding the
foregoing provisions or any other provision of the Trust Agreement.

Anything in the Trust Agreement to the contrary notwithstanding, upon the occurrence and
continuation of an Event of Default, the Insurer shall be entitled to control and direct the enforcement of
all rights and remedies granted under the Trust Agreement to the Owners of the Certificates, or to the
Trustee for the benefit of the Owners of the Certificates, as if the Insurer were the registered owner of
such Certificates, including, but not limited to, rights and remedies granted pursuant to the Trust
Agreement following an Event of Default and including but not limited to the right to approve, in writing,
all waivers of any Events of Default. The rights granted to the Insurer shall be deemed terminated and
shall not be exercisable by the Insurer during any period during which the Insurer shall be in default under
the Policy.

No waivers shall be granted under the Trust Agreement without the prior written consent of the
Insurer.

Defeasance

If and when all Outstanding Certificates shall be paid and discharged in any one or more of the
following ways:

(a) by well and truly paying or causing to be paid the principal of and interest and
prepayment premiums (if any) with respect to all Certificates Outstanding, as and when the same become
due and payable;

(b) by depositing with the Trustee, in trust, at or before maturity, money which, together with
the amounts then on deposit in the Lease Payment Fund and the Reserve Fund, is fully sufficient to pay
all Certificates Outstanding, including all principal and interest and premium, if any;

(© by depositing with the Trustee, in trust, Defeasance Obligations in such amount as
Trustee, based upon the report of an independent certified public accountant, shall determine will,
together with the interest to accrue thereon, and moneys then on deposit in the Lease Payment Fund and
the Reserve Fund, together with the interest to accrue thereon, be fully sufficient to pay and discharge all
Certificates Outstanding (including all principal, interest and prepayment premiums, if any) at or before
their respective maturity dates; or

(d) by depositing with the Trustee, under an escrow deposit and trust agreement, security for
the payment of Lease Payments as more particularly described in the Lease Agreement, said security to
be held by the Trustee as agent for the City to be applied by the Trustee to pay the Lease Payments as the
same become due and payable and make a Prepayment in full on any Prepayment Date, pursuant to the
Lease Agreement; notwithstanding that any Certificates shall not have been surrendered for payment, all
obligations of the Corporation, the Trustee and the City with respect to all Outstanding Certificates shall
cease and terminate and the Trust Agreement shall be discharged, except only the obligation of the
Trustee to pay or cause to be paid, from Lease Payments paid by or on behalf of the City or from funds or
securities deposited pursuant to paragraphs (b) through (d) above, to the Owners of the Certificates not so
surrendered and paid all sums due with respect thereto, and in the event of deposits pursuant to
paragraphs (b) through (d), the Certificates shall continue to represent direct and proportionate interests of
the Owners thereof in Lease Payments under the Lease Agreement.

Any funds held by the Trustee, at the time of one of the events described in paragraphs (a)

through (d) above, which are not required for the payment to be made to Owners of the Certificates, shall
be paid over to the City.
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Notwithstanding the foregoing, in the event that the principal and/or interest due with respect to
the Certificates shall be paid by the Insurer pursuant to the Insurance Policy, the Certificates shall remain
Outstanding for all purposes, not be defeased or otherwise satisfied and not be considered paid by the
City, and the assignment and pledge of the Trust Estate and all covenants, agreements and other
obligations of the City to the registered owners shall continue to exist and shall run to the benefit of the
Insurer, and the Insurer shall be subrogated to the rights of such registered owners.
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APPENDIX C

AUDITED FINANCIAL STATEMENTS OF THE CITY FOR FISCAL YEAR 2004-05
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APPENDIX D

FORM OF SPECIAL COUNSEL OPINION

City of Riverside
Riverside, California

Re: $19,945,000 City of Riverside 2006 Lease Revenue Certificates of Participation
(Galleria at Tyler Public Improvements)

Members of the Redevelopment Agency:

We have acted as special counsel in connection with the execution and delivery of
$19,945,000 aggregate principal amount of 2006 Lease Revenue Certificates of Participation
(Galleria at Tyler Public Improvements) (the “Certificates”). The Certificates evidence the
proportionate interests of the owners thereof in the Lease Agreement, dated as of September 1,
2006 (the “Lease”) between the City of Riverside (the “City”) and the City of Riverside
Municipal Improvements Corporation (the “Corporation”), including the right to receive Lease
Payments payable thereunder by the City. The Certificates have been executed and delivered
pursuant to the Trust Agreement, dated as of September 1, 2006 (the “Trust Agreement”), among
the City, the Corporation and U.S. Bank Trust National Association, as trustee (the “Trustee”).
Capitalized terms not otherwise defined herein shall have the meanings ascribed thereto in the
Lease and the Trust Agreement.

In such connection, we have reviewed the Lease, the Trust Agreement, opinions of
counsel to the City, the Trustee and the Corporation, certificates of the City, the Trustee, the
Corporation and others and such other documents, opinions and matters to the extent we deemed
necessary to render the opinions set forth herein.

As to questions of fact material to our opinion, we have relied upon representations of the
City contained in the Lease an the Trust Agreement and in the certified proceedings and other
certifications of public officials furnished to us, without undertaking to verify such facts by
independent investigation.

Based upon our examination, we are of the opinion, as of the date hereof, that:

1. The Lease and the Trust Agreement have been duly executed and delivered by,
and constitute valid and binding obligations of the City.

2. The obligation of the City to make the Lease Payments during the term of the
Lease constitutes a valid and binding obligation of the City, payable from funds of the City
lawfully available therefor.

3. Assuming due authorization, execution and delivery of the Trust Agreement and
the Certificates by the Trustee, the Certificates are entitled to the benefits of the Trust
Agreement.



4. The Internal Revenue Code of 1986, as amended (the “Code”), sets forth certain
investment, rebate and related requirements which must be met subsequent to the execution and
delivery of the Certificates for the portion of each Lease Payment due pursuant to the Lease
Agreement designated as and comprising interest and received by the owners of the Certificates
(the “Interest Component”) to be and remain excluded from gross income for purposes of federal
income taxation. Noncompliance with such requirements could cause the Interest Component to
be subject to federal income taxation retroactive to the date of delivery of the Certificates.
Pursuant to the Trust Agreement and the Lease Agreement, the City has covenanted to comply
with the requirements of the Code. We are of the opinion that, assuming compliance with the
aforementioned covenants, the Interest Component is excluded from gross income for purposes
of federal income taxation under existing statutes, regulations, rulings and court decisions. We
are further of the opinion that the Interest Component is not a specific preference item for
purposes of the alternative minimum tax provisions of the Code. However, the Interest
Component received by corporations will be included in corporate adjusted current earnings, a
portion of which may increase the alternative minimum taxable income of such corporations.

5. The Interest Component is exempt from personal income taxation imposed by the
State of California.

Although the Interest Component is excluded from gross income for federal tax purposes,
the accrual or receipt of Interest Component may otherwise affect the federal income tax liability
of the recipient. The extent of these other tax consequences will depend on the recipient’s
particular tax status or other items of income or deduction. We express no opinion regarding any
such consequences.

In addition, we call attention to the fact that the rights and obligations under the
Certificates, the Lease and the Trust Agreement and their enforceability are subject to
bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance, moratorium and
other laws relating to or affecting creditors’ rights, to the application of equitable principles, to
the exercise of judicial discretion in appropriate cases, and to the limitations on legal remedies
against cities in the State of California.

Respectfully submitted,
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CONTINUING DISCLOSURE AGREEMENT

THIS CONTINUING DISCLOSURE AGREEMENT, date as of September 1, 2006 (the
"Disclosure Agreement") is executed and delivered by and among the City of Riverside (the
"Issuer") and U.S. Bank National Association, as Dissemination Agent hereunder (the
"Dissemination Agent") in connection with the issuance of the $19,945,000 City of Riverside
2006 Lease Revenue Certificates of Participation (Galleria at Tyler Public Improvements) (the
"Certificates").

The Certificates are being issued pursuant to a Trust Agreement dated as of September
1, 2006 (the "Trust Agreement') among the Issuer, the City of Riverside Municipal
Improvements Corporation (the "Corporation") and U.S. Bank National Association, as trustee
thereunder (the "Trustee").

The Issuer and the Dissemination Agent covenant and agree as follows:

Section 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is being
executed and delivered by the Issuer for the benefit of the Owners of the Certificates and in
order to assist the Participating Underwriters (as defined herein) in complying with S.E.C. Rule
15¢c2-12(b)(5).

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

"Annual Report" shall mean any Annual Reports provided by the Issuer pursuant to, and
as described in, Sections 3 and 4 of this Disclosure Agreement.

"CPO" means the Internet-based filing system currently located at
www.DisclosureUSA.org, or such other similar filing system approved by the Securities and
Exchange Commission for a similar purpose.

"Disclosure Representative" shall mean the Finance Director or Assistant Finance
Director of the Issuer, 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, acting in its capacity
as Dissemination Agent, or any successor Dissemination Agent designated in writing by the
Issuer and which has filed with the Issuer a written acceptance of such designation.

"Fiscal Year" shall mean the twelve-month period beginning on July 1 of each year and
ending on June 30 of the following year.

"Listed Events" shall mean any of the events listed in Section 5(a) of this Disclosure
Agreement.

"National Repository" shall mean any Nationally Recognized Municipal Securities
Repository for purposes of the Rule. The National Repositories currently recognized by the



Securities and Exchange Commission are set forth in the SEC website located at http://www.
sec.gov/info/municipal/nrmsir.htm.

"Participating Underwriter" shall mean the original underwriter of the Certificates required
to comply with the Rule in connection with the offering of the Certificates.

"Repository" shall mean each National Repository and each State Repository.

"Rule" shall mean Rule 15c¢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. As of the date of this
Disclosure Agreement, there is no State Repository.

"Tax-exempt" shall mean that interest on the Certificates is excluded from gross income
for federal income tax purposes, whether or not such interest is includable as an item of tax
preference or otherwise includable directly or indirectly for purposes of calculating any other tax
liability, including any alternative minimum tax or environmental tax.

Section 3. Provision of Annual Reports.

(a) The Issuer shall, or shall cause the Dissemination Agent to, not later than nine
(9) months following the end of each Fiscal Year, commencing with the 2005-06 Fiscal Year,
provide to each Repository and to the Participating Underwriter an Annual Report which is
consistent with the requirements of Section 4 of this Disclosure Agreement. Not later than fifteen
(15) Business Days prior to said date, the Issuer shall provide the Annual Report to 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 Agreement. The information contained or incorporated
in each Annual Report shall be for the Fiscal Year which ended on the preceding June 30. The
Issuer shall provide a written certification with each Annual Report furnished to 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 certifications of the Issuer and shall have no liability, duty or obligation whatsoever to
review any such Annual Report. Further, the Dissemination Agent shall have no liability for the
contents of any such annual report.

(b) If the Issuer is unable to provide to the Repositories an Annual Report by the
date required in subsection (a), the Issuer shall, by written direction, cause the Dissemination
Agent to provide to (i) each National Repository or the Municipal Securities Rulemaking Board
and (ii) each appropriate State Repository (with a copy to the Trustee) a notice, in substantially
the form attached as Exhibit A. In lieu of filing the notice with each Repository, the City or the
Dissemination Agent may file such notice with the CPO.

(c) The Dissemination Agent shall:

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



(i) provide notice to the Issuer that the Annual Report has been provided
pursuant to this Disclosure Agreement, stating the date it was provided and listing all the
Repositories to which it was provided.

(d) In lieu of filing the Annual Report with each Repository in accordance with
the preceding paragraph (c), the City or the Dissemination Agent may file such Annual
Report solely with the CPO.

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

(a) Audited Financial Statements prepared in accordance with general
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 final Official
Statement, and the audited financial statements shall be filed in the same manner as the
Annual Report when they become available.

(b) To the extent not contained in the audited financial statements filed
pursuant to the preceding clause (a), the Annual Report shall contain information
showing the following:

(i) information concerning the actual revenues, expenditures and
beginning and ending fund balances relating to the General Fund of the Issuer
for the most recent completed Fiscal Year, including information showing tax
revenue collections by source;

(i) information showing the aggregate principal amount of long-term
bonds, leases and other obligations of the Issuer which are payable out of the
General Fund of the Issuer, as of the close of the most recent completed Fiscal
Year;

(iii) information concerning the assessed valuation of properties within
the Issuer from the most recently available County Assessor's Roll, showing the
valuation for secured and unsecured property;

(iv) information showing the total secured property tax levy and actual
amounts collected for the most recent completed Fiscal Year;

(v) information showing the balance sheet of the General Fund of the
Issuer as of the close of the most recent completed Fiscal Year, including
categorized assets, liabilities and reserved and unreserved fund balances.

(vi) until such time as construction is complete, information about the
status of construction of each element of the Project constituting Leased
Premises as of a date no later than 30 days prior to the date of the Annual
Report; and



(vii)  information about any change in ownership of Galleria at Tyler
during the most recently completed Fiscal Year.

(c) In addition to any of the information expressly required to be provided
under paragraphs (a) and (b) of this Section, the Issuer shall provide such further
information, if any, as may be necessary to make the specifically required statements, in
the light of the circumstances under which they are made, not misleading.

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

i Principal and interest payment delinquencies.
i Non-payment related defaults.
Unscheduled draws on debt service reserves reflecting financial difficulties.

~ ~—

iv Unscheduled draws on credit enhancements reflecting financial difficulties.
v Substitution of credit or liquidity providers, or their failure to perform.
i Adverse tax opinions or events affecting the tax-exempt status of the security.
vii Modifications to rights of Certificate holders.
viii)  Contingent or unscheduled redemption of Certificates.

iX) Defeasances.
X Release, substitution, or sale of property securing repayment of the securities.
Xi) Rating changes.

AAAAA?AAAAA
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(b) Whenever the Issuer obtains knowledge of the occurrence of a Listed Event, the
Issuer shall as soon as possible determine if such event would be material under applicable
Federal securities law.

(c) If the Issuer determines that knowledge of the occurrence of a Listed Event would be
material under applicable Federal securities law, the Issuer shall, or by written direction cause
the Dissemination Agent (if not the Issuer) to, promptly file a notice of such occurrence with (i)
each National Repository or the Municipal Securities Rulemaking Board and (ii) each
appropriate State Repository with a copy to the Trustee, together with written direction to the
Trustee whether or not to notify the Certificate holders of the filing of such notice. In the absence
of any such direction, the Trustee shall not send such notice to the Certificate holders.
Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(viii) and (ix)
need not be given under this subsection any earlier than the notice (if any) of the underlying
event is given to holders of affected Certificate owners under the Trust Agreement.

In lieu of filing the notice of Listed Event with each Repository in accordance with the
preceding paragraph, the Issuer or the Dissemination Agent may file such notice of a Listed
Event with the CPO.



Section 6. Termination of Reporting Obligation. The Issuer's obligations under this
Disclosure Agreement shall terminate upon the defeasance, prior redemption or payment in full
of all of the Certificates.

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 Agreement,
and may discharge any such Dissemination Agent, with or without appointing a successor
Dissemination Agent. The Dissemination Agent may resign by providing thirty (30) days written
notice to the Issuer and the Trustee. If at any time there is no designated Dissemination Agent
appointed by the Issuer, or if the Dissemination Agent so appointed is unwilling or unable to
perform the duties of the Dissemination Agent hereunder, the Issuer shall be the Dissemination
Agent and undertake or assume its obligations hereunder.

Section 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Agreement, the Issuer may amend this Disclosure Agreement (and the Dissemination Agent
shall agree to any amendment requested by the Issuer, provided the Dissemination Agent shall
not be obligated to enter into any amendment increasing or affecting its duties or obligations),
and any provision of this Disclosure Agreement may be waived, if such amendment or waiver is
supported by an opinion of counsel expert in federal securities law, acceptable to the Issuer and
the Dissemination Agent, to the effect that such amendment or waiver would not, in and of itself,
cause the undertakings herein to violate the Rule if such amendment or waiver had been
effective on the date hereof but taking into account any subsequent change in or official
interpretation of the Rule.

Section 9. Additional Information. Nothing in this Disclosure Agreement shall be deemed
to prevent the Issuer from disseminating any other information, using the means of
dissemination set forth in this Disclosure Agreement or any other means of communication, or
including any other information in any Annual Report or notice of occurrence of a Listed Event,
in addition to that which is required by this Disclosure Agreement. If the Issuer choose 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 Agreement, the Issuer shall have no obligation
under this Disclosure Agreement 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 or the Dissemination Agent to
comply with any provision of this Disclosure Agreement, the Dissemination Agent may, and, at
the request of any Participating Underwriter or the Owners of at least 25% of the aggregate
principal amount of the outstanding Certificates, shall (but only to the extent funds in any
amount satisfactory to the Dissemination Agent have been provided to it or it has been
otherwise indemnified to its satisfaction from any cost, liability, expense or additional charges
whatsoever related thereto, including without limitation, fees and expenses of its attorneys), or
any Certificate owner may, take such actions 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 Agreement. A default under this Disclosure Agreement shall
not be deemed an event of default under the Trust Agreement and the sole remedy under this
Disclosure Agreement in the event of any failure of the Issuer or the Dissemination Agent to
comply with this Disclosure Agreement shall be an action to compel performance.

Section 11. Duties, Immunities and Liabilities of the Dissemination Agent. The Trust
Agreement is hereby made applicable to this Disclosure Agreement as if this Disclosure




Agreement were (solely for this purpose) contained in the Trust Agreement. The Dissemination
Agent shall be entitled to the protections and limitations afforded to the Trustee under said Trust
Agreement. The Dissemination Agent shall have only such duties as are specifically set forth in
this Disclosure Agreement, and the Issuer agree 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 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 shall be reimbursed by the Issuer all expenses, legal fees and advances made or
incurred by the Dissemination Agent in the performance of its duties hereunder. Neither the
Dissemination Agent nor the Trustee shall have any duty or obligation to review any information
provided to it hereunder or shall be deemed to be acting in any fiduciary capacity for the Issuer,
the owners of the Certificates or any other party. The obligations of the Issuer under this section
shall survive resignation or removal of the Dissemination Agent and payment of the Certificates.
Any company succeeding to all or substantially all of the Dissemination Agent's corporate trust
business shall be the successor to the Dissemination Agent hereunder without the execution or
filing of any document or any further act.

Section 12. Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of
the Issuer, the Dissemination Agent, the Participating Underwriters and the Owners from time to
time of the Certificates, and shall create no rights in any other person or entity.

Section 13. Counterparts. This Disclosure Agreement may be executed in several
counterparts, each of which shall be an original and all of which shall constitute but one and the
same instrument.

CITY OF RIVERSIDE

By:
Assistant City Manager/Chief Financial Officer

U.S. BANK NATIONAL ASSOCIATION

By:

Authorized Signatory



ATTACHMENT A

NOTICE
OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: City of Riverside

Name of Certificate Issue:  City of Riverside 2006 Lease Revenue Certificates of Participation
(Galleria at Tyler Public Improvements)

Date of Issuance: September 27, 2006

NOTICE IS HEREBY GIVEN to [(i) each National Repository or the Municipal Securities
Rulemaking Board and (ii) each appropriate State Repository] [the CPO and the Municipal
Securities Rulemaking Board] that the City of Riverside has not provided an Annual Report with
respect to the above-referenced Certificates as required by the Trust Agreement dated as of
September 1, 2006 between the City of Riverside, the City of Riverside Municipal Improvements
Corporation and U.S. Bank National Association, as Trustee. The City anticipates that the
Annual Report will be filed by

Dated:
U.S. BANK NATIONAL ASSOCIATION,
as Dissemination Agent
By:
Signatory
cc: Issuer
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APPENDIX F

BOOK ENTRY PROVISIONS

The following description of the Depository Trust Company (“DTC”), the procedures and
record keeping with respect to beneficial ownership interests in the Certificates, payment of
principal, interest and other payments on the Certificates to DTC Participants or Beneficial
Owners, confirmation and transfer of beneficial ownership interest in the Certificates and other
related transactions by and between DTC, the DTC Participants and the Beneficial Owners is
based solely on information provided by DTC. Accordingly, no representations can be made
concerning these matters and neither the DTC Participants nor the Beneficial Owners should
rely on the foregoing information with respect to such matters, but should instead confirm the
same with DTC or the DTC Participants, as the case may be.

Neither the issuer of the Certificates (the “Issuer”) nor the trustee, fiscal agent or paying
agent appointed with respect to the Certificates (the “Agent’) take any responsibility for the
information contained in this Appendix.

No assurances can be given that DTC, DTC Participants or Indirect Participants will
distribute to the Beneficial Owners (a) payments of interest, principal or premium, if any, with
respect to the Certificates, (b) certificates representing ownership interest in or other
confirmation or ownership interest in the Certificates, or (c) redemption or other notices sent to
DTC or Cede & Co., its nominee, as the registered owner of the Certificates, or that they will so
do on a timely basis, or that DTC, DTC Participants or DTC Indirect Participants will act in the
manner described in this Appendix. The current "Rules" applicable to DTC are on file with the
Securities and Exchange Commission and the current "Procedures” of DTC to be followed in
dealing with DTC Participants are on file with DTC.

1. The Depository Trust Company (“DTC”), New York, NY, will act as securities
depository for the securities (the “Certificates”). The Certificates will be issued as fully-registered
securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other
name as may be requested by an authorized representative of DTC. One fully-registered
certificate will be issued for the Certificates, in the aggregate principal amount of such issue,
and will be deposited with DTC. If, however, the aggregate principal amount of any issue
exceeds $500 million, one certificate will be issued with respect to each $500 million of principal
amount and an additional certificate will be issued with respect to any remaining principal
amount of such issue.

2. 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, and a “clearing agency” registered
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds
and provides asset servicing for over 2.2 million issues of U.S. and non-U.S. equity, corporate
and municipal debt issues, and money market instrument from over 100 countries that DTC’s
participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade
settlement among Direct Participants of sales and other securities transactions in deposited
securities through electronic computerized book-entry transfers and pledges between Direct
Participants’ accounts. This eliminates the need for physical movement of securities certificates.
Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned



subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC, in turn, is owned
by a number of Direct Participants of DTC and Members of the National Securities Clearing
Corporation, Fixed Income Clearing Corporation, and Emerging Markets Clearing Corporation
(NSCC, FICC, and EMCC, also subsidiaries of DTCC), as well as by the New York Stock
Exchange, Inc., the American Stock Exchange LLC, and the National Association of Securities
Dealers, Inc. Access to the DTC system is also available to others such as both U.S. and non-
U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that
clear through or maintain a custodial relationship with a Direct Participant, either directly or
indirectly (“Indirect Participants”). DTC has Standard & Poor’s highest rating: AAA. The DTC
Rules applicable to its Participants are on file with the Securities and Exchange Commission.
More information about DTC can be found at www.dtcc.com and www.dtc.org.

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

4. To facilitate subsequent transfers, all Certificates 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 Certificates with
DTC and their registration in the name of Cede & Co. or such other nominee do not effect any
change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the
Certificates; DTC’s records reflect only the identity of the Direct Participants to whose accounts
such Certificates are credited, which may or may not be the Beneficial Owners. The Direct and
Indirect Participants will remain responsible for keeping account of their holdings on behalf of
their customers.

5. Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or
regulatory requirements as may be in effect from time to time. Beneficial Owners of Certificates
may wish to take certain steps to augment transmission to them of notices of significant events
with respect to the Certificates, such as redemptions, tenders, defaults, and proposed
amendments to the security documents. For example, Beneficial Owners of Certificates may
wish to ascertain that the nominee holding the Certificates for their benefit has agreed to obtain
and transmit notices to Beneficial Owners, in the alternative, Beneficial Owners may wish to
provide their names and addresses to the registrar and request that copies of the notices be
provided directly to them.

6. Redemption notices shall be sent to DTC. If less than all of the Certificates 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.
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7. Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with
respect to the Certificates unless authorized by a Direct Participant in accordance with DTC’s
Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to Issuer as soon as
possible after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting
rights to those Direct Participants to whose accounts the Certificates are credited on the record
date (identified in a listing attached to the Omnibus Proxy).

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

9. DTC may discontinue providing its services as securities depository with respect to
the Certificates at any time by giving reasonable notice to Issuer or Agent. Under such
circumstances, in the event that a successor securities depository is not obtained, security
certificates are required to be printed and delivered.

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

11. The information in this section concerning DTC and DTC’s book-entry system has

been obtained from sources that Issuer believes to be reliable, but Issuer takes no responsibility
for the accuracy thereof.
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APPENDIX G

SPECIMEN FINANCIAL GUARANTY INSURANCE POLICY
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Exhibit A

HGIC

Financial Guaranty Insurance Company

Doing business in California as FGIC Insurance Company
125 Park Avenue

New York, NY 10017

T 212-312-3000

T 800-352-0001

Municipal Bond
New Issue Insurance Policy

Issuer: Policy Number:

Control Numbyr: 0010001
Bonds: Premt\%
\\\‘
\

Financial Guaranty Insurance Company (“Fi 1 ty”), a New York stock insurance company, in
consideration of the payment of the pre% yect to the terms of this Policy, hereby unconditionally

and irrevocably agrees to pay to U.S. st National Association or its successor, as its agent (the
“Fiscal Agent”), for the benefit of Bon ers, that portion of the principal and interest on the above-
described debt obligations (the “Bonds”) which shall become Due for Payment but shall be unpaid by
reason of Nonpayment by the Issuer.

Financial Guaranty will make such payments to the Fiscal Agent on the date such principal or interest
becomes Due for Payment or on the Business Day next following the day on which Financial Guaranty
shall have received Notice of Nonpayment, whichever is later. The Fiscal Agent will disburse to the
Bondholder the face amount of principal and interest which is then Due for Payment but is unpaid by
reason of Nonpayment by the Issuer but only upon receipt by the Fiscal Agent, in form reasonably
satisfactory to it, of (i) evidence of the Bondholder’s right to receive payment of the principal or interest
Due for Payment and (ii) evidence, including any appropriate instruments of assignment, that all of the
Bondholder’s rights to payment of such principal or interest Due for Payment shall thereupon vest in
Financial Guaranty. Upon such disbursement, Financial Guaranty shall become the owner of the Bond,
appurtenant coupon or right to payment of principal or interest on such Bond and shall be fully subrogated
to all of the Bondholder’s rights thereunder, including the Bondholder’s right to payment thereof.

This Policy is non-cancellable for any reason. The premium on this Policy is not refundable for any reason,
including the payment of the Bonds prior to their maturity. This Policy does not insure against loss of any
prepayment premium which may at any time be payable with respect to any Bond.

As used herein, the term “Bondholder” means, as to a particular Bond, the person other than the Issuer
who, at the time of Nonpayment, is entitled under the terms of such Bond to payment thereof. “Due for
Payment” means, when referring to the principal of a Bond, the stated maturity date thereof or the date on
which the same shall have been duly called for mandatory sinking fund redemption and does not refer to
any earlier date on which payment is due by reason of call for redemption (other than by mandatory sinking
fund redemption), acceleration or other advancement of maturity and means, when referring to interest on a
Bond, the stated date for payment of interest. ‘“Nonpayment” in respect of a Bond means the failure of the
Issuer to have provided sufficient funds to the paying agent for payment in full of all

FGIC is a registered service mark used by Financial Guaranty Insurance Company under license from its parent company, FGIC Corporation.
Form 9000 (10/93) Page 1 of 2
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Financial Guaranty Insurance Company

Doing business in California as FGIC Insurance Company
125 Park Avenue

New York, NY 10017

T 212-312-3000

T 800-352-0001

Municipal Bond
New Issue Insurance Policy

principal and interest Due for Payment on such Bond. “Notice” means telephonic or telegraphic notice,

subsequently confirmed in writing, or written notice by registered or certi{ied mail, from a Bondholder or a

paying agent for the Bonds to Financial Guaranty. “Business Day), any day other than a Saturday,
% c

Sunday or a day on which the Fiscal Agent is authorized by law f losed.
l

In Witness Whereof, Financjal Guaranty has caused g x o be affixed with its corporate seal and to
be signed by its duly authorized officer in le top Become effective and binding upon Financial
y dedfo

Guaranty by virtue of the countersignature (? rized representative.

72—

President
Effective Date: Authorized Representative

U.S. Bank Trust National Association, acknowledges that it has agreed to perform the duties of Fiscal
Agent under this Policy.

Authorized Officer

FGIC is a registered service mark used by Financial Guaranty Insurance Company under license from its parent company, FGIC Corporation.
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Endorsement
To Financial Guaranty Insurance Company
Insurance Policy

Policy Number: Control Number: 0010001

-

ewond includes any payment of principal
f such Bond which has been recovered from
Code by a trustee in bankruptcy in accordance
etent jurisdiction.

It is further understood that the term “Nonpayment” in
or interest made to a Bondholder by or on behalf g i
such Bondholder pursuant to the United Sta

with a final, nonappealable order of a co%T

NOTHING HEREIN SHALL BE CONSTRUED TO WAIVE, ALTER, REDUCE OR AMEND
COVERAGE IN ANY OTHER SECTION OF THE POLICY. IF FOUND CONTRARY TO THE
POLICY LANGUAGE, THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY
LANGUAGE.

In Witness Whereof, Financial Guaranty has caused this Endorsement to be affixed with its corporate seal

and to be signed by its duly authorized officer in facsimile to become effective and binding upon Financial
Guaranty by virtue of the countersignature of its duly authorized representative.

72—

President
Effective Date: Authorized Representative

Acknowledged as of the Effective Date written above:

Authorized Officer
U.S. Bank Trust National Association, as Fiscal Agent

FGIC is a registered service mark used by Financial Guaranty Insurance Company under license from its parent cornpany, FGIC Corporation.
Form E-0002 (10/93) Page 1 of 1
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Financial Guaranty Insurance Company

Doing business in California as FGIC Insurance Company
125 Park Avenue

New York, NY 10017

T 212:312:3000

T 800-352-0001

Mandatory California State
Amendatory Endorsement

To Financial Guaranty Insurance Company
Insurance Policy

AV
Policy Number: Co@&mr: 0010001
O\
\‘

The insurance provided by this Policy is not cg®ergd b California Insurance Guaranty Association
(California Insurance Code, Article 14.2).

NOTHING HEREIN SHALL BE CO UED TO WAIVE, ALTER, REDUCE OR AMEND
COVERAGE IN ANY OTHER SECTION OF THE POLICY. IF FOUND CONTRARY TO THE
POLICY LANGUAGE, THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY
LANGUAGE.

In Witness Whereof, Financial Guaranty has caused this Endorsement to be affixed with its corporate seal

and to be signed by its duly authorized officer in facsimile to become effective and binding upon Financial
Guaranty by virtue of the countersignature of its duly authorized representative.

"

President
Effective Date: Authorized Representative

Acknowledged as of the Effective Date written above:

Authorized Officer
U.S. Bank Trust National Association, as Fiscal Agent

FGIC is a registered service mark used by Financial Guaranty Insurance Company under license from its parent company, FGIC Corporation.
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Mandatory California State
Amendatory Endorsement

To Financial Guaranty Insurance Company
Insurance Policy

Policy Number: Control@wr: 0010001

Notwithstanding the terms and conditions in thJE flicy, is further understood that there shall be no

acceleration of payment due under such Polj acceleration is at the sole option of Financial
Guaranty.

NOTHING HEREIN SHALL BE C(%TRUED TO WAIVE, ALTER, REDUCE OR AMEND
COVERAGE IN ANY OTHER SECTION OF THE POLICY. IF FOUND CONTRARY TO THE
POLICY LANGUAGE, THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY
LANGUAGE.

In Witness Whereof, Financial Guaranty has caused this Endorsement to be affixed with its corporate seal

and to be signed by its duly authorized officer in facsimile to become effective and binding upon Financial
Guaranty by virtue of the countersignature of its duly authorized representative.

A

President
Effective Date: Authorized Representative

Acknowledged as of the Effective Date written above:

Authorized Officer
U.S. Bank Trust National Association, as Fiscal Agent

FGIC is a registered service mark used by Financial Guaranty Insurance Company under license from its parent company, FGIC Corporation.
Form E-0075 (3/94) Page 1 of 1
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T 212:312-3000

T 800-352-0001

Endorsement
To Financial Guaranty Insurance Company
Insurance Policy

Policy Number: Control Number: 0010001

\

] i; further understood that the term

igdr| (as such term is defined in the bond

Notwithstanding the terms and provisions contained in thig P

“Bondholder” shall not include the [C i
documentation). ;

NOTHING HEREIN SHALL BE C TO WAIVE, ALTER, REDUCE OR AMEND

COVERAGE IN ANY OTHER SEC F THE POLICY. IF FOUND CONTRARY TO THE
POLICY LANGUAGE, THE TERMS*OF THIS ENDORSEMENT SUPERSEDE THE POLICY
LANGUAGE.

In Witness Whereof, Financial Guaranty has caused this Endorsement to be affixed with its corporate seal
and to be signed by its duly authorized officer in facsimile to become effective and binding upon Financial
Guaranty by virtue of the countersignature of its duly authorized representative.

7 d

President
Effective Date: Authorized Representative

Acknowledged as of the Effective Date written above:

Authorized Officer
U.S. Bank Trust National Association, as Fiscal Agent

FGIC is a registered service mark used by Financial Guaranty insurance Company under license from its parent company, FGIC Corporation.
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